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follows: A vacancy in the office held by a house member is filled
by the last speaker of the house, or if he be not available, by the last
chairman of the house rules committee; a vacancy in the office held
by a senate member is filled by the last senate commitee on com-
mittees or other appointing authority designated by the senate rules in
case of a senate vacancy.

Subd. 3. Expenses. Members of the education commission
serve without compensation for such service but are entitled to be
paid their necessary expenses in carrying out their duties.

Sec. 3. [121.83] Minnesota education council. There
is hereby established the Minnesota education council composed of
the members of the education commission of the states representing
this state, and 64 other persons, eight from each congressional dis-
trict, appointed by the governor for terms coinciding with the term
of the appointing governor. Such other persons shall be selected so
as to be broadly representative of professional and lay interest within
this state having the responsibilities for, knowledge with respect to,
and interest in educational matters. The chairman shall be desig-
nated by the governor from among its members. The council shall
meet on the call of the governor, but in any event the council shall
meet not less than once in each year. The council may consider any
and all matters relating to recommendations of the education com-
mission of the states and the activities of the members in represent-
ing this state thereon. Members of the council serve without pay and
without reimbursement for necessary expenses.

Sec. 4. [121.84] Filing of bylaws. Pursuant to article
III (I) of the compact, the commission shall file a copy of its by-
laws and any amendment thereto with the secretary of state.

Approved May 11, 1967.
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[Coded]
Relating to insurance; regulating insurance companies in the

state of Minnesota; repealing Minnesota Statutes 1965, Sections
60.01 to 60.90, Section 60.91, Subdivision 1, Sections 60.92 to
60.954, Chapter 61, Chapter 62, Sections 64.01 to 64.36 and 64,37
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Be it enacted by the Legislature of the State of Minnesota:

ARTICLE I

INSURANCE DIVISION

Section 1. Insurance Code of 1967. [60A.01] Scope.
This article includes the provisions relating to administration in gen-
eral and the provisions applicable to insurance in general.

Sec. 2. [60A.02] Definitions. Subdivision 1. Terms.
Unless the language or context clearly indicates that a different mean-
ing is intended, the following terms shall, for the purposes of Article
1 to XII and Minnesota Statutes, Chapters 69, 70 and 73, have the
meanings ascribed to them.

Subd. 2. Commissioner. "Commissioner" means the com-
missioner of insurance of the state of Minnesota and, in his absence
or disability, his deputy or other person duly designated to act in
his place.

Subd. 3. Insurance. "Insurance" is any agreement whereby
one party, for a consideration, undertakes to indemnify another to a
specified amount against loss or damage from specified causes, or to
do some act of value to the assured in case of such loss or damage.

Subd. 4. Company or insurance company. "Company" or
"insurance company" includes every insurer, corporation, business
trust, or association engaged in insurance as principal.

Subd. 5. Domestic. "Domestic" shall designate those com-
panies incorporated or organized in this state.

Subd. 6. Foreign. "Foreign," when used without limitations,
shall designate those companies incorporated in any other state or
country.

Subd. 7. Insurance agent. An "insurance agent" is a per-
son acting under express authority from an insurer and on its be-
half to solicit insurance, or to appoint other agents to solicit insur-
ance, or to write and countersign policies of insurance, or to collect
premiums therefor within this state, or to exercise any or all these
powers when so authorized by the insurer.

Subd. 8. Insurance solicitor. An "insurance solicitor" is a
person acting under express authority from an insurance agent to
solicit insurance for such agent, but without the power or authority to
issue or countersign policies for the insurer of which such agent is
the duly authorized representative.
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Subd. 9. Net assets. "Net assets" means that portion of the
excess of the entire assets of an insurance company over its entire
liabilities, exclusive of capital, and inclusive of policy liability, avail-
able for the payment of its obligations, including capital stock in
this state and including as assets deferred premiums on policies writ-
ten within three months and actually in force; and, in the case of
a mutual marine or fire and marine company, its subscription funds
and premium notes not more than 30 days past due and uncollected.
In the case of a mutual fire insurance company, there shall be in-
cluded as assets premium notes absolutely payable within six months
from date and given for policies actually in force, when such notes
are not more than 30 days overdue. Unpaid guaranty fund subscrip-
tions shall not be included as assets, and guaranty fund certificates
upon which there is no liability of the company until all of its other
obligations and liabilities are paid shall not be included as a liability.

Subd. 10. Earned premiums. "Earned premiums" includes
gross premiums charged on all policies written, including all deter-
mined excess and additional premiums, less return premiums, other
than premiums returned to policyholders as dividends, and less rein-
surance premiums and premiums on policies canceled, and less un-
earned premiums on policies in force. Any participating company
which has charged in its premiums a loading solely for dividends
shall not be required to include such loading in its earned premiums:
provided, a statement of the amount of such loading has been filed
and approved by the commissioner.

Subd, 11, Unearned premiums^ insurance reserve, net value
policies, and premium reserve. "Unearned premiums," "insurance
reserve," "net value policies," and "premium reserve" severally refer
to the liability of an insurance company upon its insurance contracts
other than accrued claims computed by rules on valuation herein
established.

Subd. 12. Profits. "Profits" of a mutual insurance company
means that portion of its net earnings not required for payment of
losses and expenses, nor set apart for any lawful purposes.

Subd. 13. Loss payments and loss expense payments. The
terms "loss payments" and "loss expense payments" include all pay-
ments to claimants, including payments for medical and surgical at-
tendance, legal expense, salaries and expenses of investigators, ad-
justers, and field men. rents, stationery, telegraph and telephone
charges, postage, salaries and expenses of office employees, home
office expenses, and all other payments made on account of claims,
whether such payments shall be allocated to specific claims or unal-
located.
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Subd. 14. Compensation. The term "compensation" re-
lates to all insurance effected by virtue of statutes providing com-
pensation to employees for personal injuries irrespective of fault of
the employer.

Subd. 15. Liability. The term "liability" relates to all in-
surance, except compensation insurance, against loss or damage from
accident to or injuries suffered by an employee or other person and
for which the insured is liable.

Subd. 16. Division of insurance. "Division of Insurance"
of the state of Minnesota also means Department of Insurance or
Insurance Department.

Sec. 3. [60A.03] Insurance commissioner. Subdivision
1. Commissioner; appointment; term; vacancy; bond. The com-
missioner of insurance shall be appointed by the governor, by and
with the advice and consent of the senate, for the term of six years,
who shall hold office until his duly appointed successor shall have
qualified. In case of a vacancy, it shall be filled for the unexpiied
portion of the term. Before entering upon the discharge of his duties,
he shall take, subscribe, and file with the secretary of state the oath of
office prescribed by the constitution, and give bond to the state, with
sureties to be approved by the state treasurer, in the amount of
$25,000, conditioned for the faithful discharge of his duties during
his continuance in office and for the payment without delay to the
officer or person entitled by law thereto of all moneys which shall
come into his hands by virtue thereof; and devote his entire time to
the duties of his office.

Subd. 2. Powers of commissioner. (1) Enforcement.
The commissioner shall have and exercise the power to enforce all
the laws of this state relating to insurance, and it shall be his duty to
enforce all the provisions of the laws of this state relating to insur-
ance.

(2) Department of commerce. The commissioner shall
have and possess all the rights and powers and perform all the duties
heretofore vested by law in the commissioner of insurance, except
that applications for registrations of securities and brokers' licenses
under sections 80.05 to 80.27, and all matters pertaining to such
registrations and licenses, application for the organization and estab-
lishment of new financial institutions under sections 45.04, 45.06,
and 45.07, applications by insuring companies for licenses to carry
on business within the state, and all matters pertaining to such li-
censes, and applications for the consolidation of insuring companies
transacting business within the state, shall be determined by the corn-

Changes or additions indicated by italics, deletions by strikeout.



395 Art. 1] OF MINNESOTA FOR 1967 591

missioner in the manner provided by the laws defining the powers
and duties of the commissioner of banks, the commissioner of in-
surance, and the state securities commission, respectively, or, in the
absence of any law prescribing the procedure, by such reasonable
procedure as the commission, as defined in Chapter 45, may pre-
scribe.

Subd. 3. Commissioner may appoint. (1) Official staff.
The commissioner may appoint a deputy or assistant commissioner
of insurance to assist him in his duties, an actuary, a chief examiner,
a statistician, and such assistants to these employees and such steno-
graphic and clerical help as may be required for the proper conduct
of the division of insurance.

(2) Duties of departmental officials. In the absence or dis-
ability of the commissioner his duties shall be performed by the dep-
uty or assistant commissioner of insurance. The actuary of the de-
partment shall, under the direction of the commissioner, make such
valuation of life insurance policies as shall be necessary, from time to
time, to the proper supervision of life insurance companies transact-
ing business in this state, and shall perform such other actuarial
duties, including the visitation and examination of insurance com-
panies, as the commissioner may prescribe. The chief and assistant
examiners shall, under the direction of the commissioner, devote
their principal time to necessary or required examinations of insur-
ance companies, and perform such other duties as the commissioner
may prescribe. Other salaried employees of the division of insurance
shall be under the direction of the commissioner and perform such
duties, in connection with the division of insurance, as the commis-
sioner may prescribe.

(3) Consulting actuary, appointment and compensation.
The commissioner may, when he shall deem it necessary, appoint
any experienced and competent professional insurance actuary to
personally make or conduct, or assist in making or conducting, an
examination of any insurance company admitted, or applying for
admission, to do business in this state, on condition that the com-
missioner shall have previously filed with the secretary of state a
written declaration designating such person, by name and address, as
a consulting actuary of the division of insurance. In this case, the
commissioner shall fix a reasonable compensation for the actuary on
a per diem basis for the actual time employed in making or conduct-
ing, or assisting to make or conduct, the examination, which compen-
sation, together with the amount of the necessary expenses actuallv
incurred by the actuary, including expenses of any necessary appraisal
or clerical assistance, shall be charged to the company and paid bv it
to the actuary.
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(4) Appraiser, appointment and compensation. The com-
missioner, when he shall deem it necessary, may appoint any quali-
fied person to make an appraisal of any or all of the assets of any
such company. Such person shall be paid for his services such rea-
sonable fees as may be approved by the commissioner and he shall
also be paid his necessary expenses actually incurred in connection
with his services. Such compensation and expenses shall be paid by
the company.

Subd. 4. Examinations. At least once in every three years,
the commissioner shall, personally or by his deputy, actuary, exam-
iners, or other salaried employees, visit each domestic insurance com-
pany, other than township mutual fire insurance companies, and
carefully examine its affairs for the purpose of ascertaining its finan-
cial condition and ability to fulfill its obligations, and if it be comply-
ing with all the provisions of law. He may also make such examina-
tion at any other time as he shall have reason to believe such com-
pany is in an unsound condition, or that it is not conducting its
business according to the provisions of law. He may also, personally
or by his deputy, actuary, examiners, or other salaried employees,
when he shall deem it necessary, make an appraisal of any or all of
the company's assets. The commissioner, or person making the ex-
amination by his direction, shall have free access to all books and
papers of any company, and of the books and papers of any of its
agents, that may relate to its business, and may summon and exam-
ine under oath of its directors, officers, agents, trustees, or other
persons, in relation to its affairs and condition. The commissioner
may, in like manner, when he deems it necessary, make an examina-
tion of the affairs or an appraisal of any or all of the assets of any in-
surance company admitted, or applying for admission, to do business
under the laws of this state.

Subd. 5. Examination fees and expenses. When any vis-
itation, examination, or appraisal is made by the commissioner, his
deputy, actuary other than a consulting actuary appointed under
subdivision 3 (3) hereof, or chief examiner, the company so ex-
amined, including fraternals, township mutuals and reciprocal ex-
changes, shall pay a fee to the department of insurance of $35 per
day for each and every day necessarily occupied by such a person,
and each one thereof, in making the examination, or in making an
appraisal of any of the assets of the company. When the visitation,
examination, or appraisal is made, or engaged in, by any other per-
son regularly employed in the division of insurance and receiving a
salary from the state, the company so examined, including fraternals,
township mutuals and reciprocal exchanges, shall pay as fees to the
division of insurance the sum of $25 per day for each and every day
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necessarily occupied by such other person, and each one thereof, in
making or assisting to make the examination, or in making an ap-
praisal of any of the assets of the company. In addition to the fees
mentioned herein, the company so examined shall also pay to the
division of insurance the necessary expenses of any such person so
engaged in connection with any such examination or appraisal. All
of these fees and expenses shall be accounted for and turned in to the
state treasury. The necessary expenses of any such person or persons
so engaged in connection with any such examination or appraisal shall
be paid by the state treasurer to any such person so engaged in con-
nection with the examination or appraisal, upon vouchers of the
same, on condition that such expenses shall have been previously
charged to such company so examined.

Subd. 6. Examination revolving fund. (1) Revolving
fund created. There is hereby created the insurance division ex-
amination revolving fund for the purpose of carrying on the examina-
tion of foreign and domestic insurance companies.

(2) Moneys in revolving fund. Such fund shall consist of
the $7,500 appropriated therefor and the moneys transferred to it
as herein provided, which are reappropriated to the commissioner of
insurance for the purpose of this subdivision.

(3) Fund to be kept in state treasury. Such fund shall be
kept in the state treasury and shall be paid out in the manner pre-
scribed by law for moneys therein.

(4) Purposes for which fund may be expended. Such fund
shall be used for the payment of per diem salaries and expenses of
special examiners and appraisers, and the expenses of the commis-
sioner of insurance, deputy commissioner of insurance, chief exam-
iner, actuary other than a consulting actuary appointed under sub-
division 3 (3) hereof, regular salaried examiners and other employees
of the insurance division when participating in examinations. Ex-
penses include meals, lodging, laundry, transportation, and mileage.
The salary of regular employees of the division of insurance shall
not be paid out of this fund.

(5) Collections to be deposited in fund. All moneys col-
lected by the division of insurance from insurance companies for
fees and expenses of examinations, shall be deposited in the insur-
ance division examination revolving fund.

(6) Payments from such fund. Upon authorization by the
commissioner of insurance, the moneys due each examiner or em-
ployee engaged in an examination shall be paid to him from the in-
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surance division examination revolving fund in the manner prescribed
by law.

(7) Excess over $7,500 canceled into general revenue fund.
The balance in such fund on June 30 of each year in excess of $7,500
shall be forthwith canceled into the general revenue fund.

Subd. 7. Reports by commissioner. (1) Biennial reports.
The biennial report of the commissioner shall include a statement of
the receipts and expenditures of his division, a statement of the fi-
nancial condition and business transactions of the several insurance
companies doing business in the state, as disclosed by official ex-
aminations and by their annual statements, the condition of the re-
ceiverships of insolvent companies, and such other information as he
thinks proper. The report shall be made to the governor on or be-
fore October 1 in each even numbered year for the preceding two
fiscal years. The governor shall transmit the report to the legislature
as soon as practicable.

(2) Requirements as to receivers when commissioner is not
the receiver. The commissioner, or his deputy, annually, or oftener
when deemed necessary, shall examine the transactions and accounts
of all assignees and receivers of insolvent companies, and also the
accounts of such assignees or receivers referred to him under the
provisions of Articles I to XIT and Minnesota Statutes, Chapters 69
and 70, and, in each case, shall make report thereof to the court.
For this purpose, he or his deputy, shall have free access to the of-
ficial papers of such assignees or receivers relative to their transac-
tions, and may examine them under oath as to all matters connected
therewith. When, in his opinion, any assignee or receiver has vio-
lated his official duty, or further proceedings to collect an assessment
will not afford substantial relief to creditors, he shall report the
facts to the court.

All accounts of receivers or assignees of insolvent companies
rendered to the district court shall be referred to the commissioner
before allowance for examination and report thereon and, at the
completion of their duties, they shall deposit with him all books,
records, and papers relating to the insolvency.

Subd. 8. Commitation of net value; life insurance. (1)
Domestic insurers. The commissioner shall compute, yearly, the
net value of all outstanding policies in every company authorized to
insure lives in this state, calculated upon the basis stated in section
25 of article IT.

(2) Foreign insurers. The commissioner may accept the
valuation made by the insurance commissioner of the state under
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whose authority a life company was organized, when that valuation
has been made on sound and recognized principles and on the legal
basis provided in section 25 of article II, or its equivalent, when
furnished with a certificate of that commissioner setting forth that
value on the last day of the preceding year. Every such life company
which fails to promptly furnish this certificate shall, on demand, fur-
nish the commissioner detailed lists of all its policies and securities,
and shall be liable for all charges and expenses resulting therefrom.

Sec. 4. [60A.04] Rehabilitation and liquidation act.
Subdivision 1. Application of subdivision. This section applies
to all corporations, associations, societies, orders, partnerships, in-
dividuals, and aggregations of individuals, including specifically but
not exclusively, reciprocals, inter-insurance exchanges, fraternal
beneficiary associations, and township mutual fire insurance compa-
nies, to which any section of the insurance laws of this state is ap-
plicable, which are subject to examination or supervision under any
section of the insurance laws of this state or under this section, or
which are doing or attempting to do or representing that they are do-
ing the business of insurance in this state, or which are in process of
organization for the purpose of or intending to do such business
therein.

Subd. 2. Definitions. (1) Unless the language or con-
text clearly indicates that a different meaning is intended, the words,
terms, and phrases defined in subdivision 2, clauses (2), (3) and
(4), for the purpose of this section, shall be given the meanings sub-
joined to them.

(2) "Insurer" includes all corporations, associations, socie-
ties, orders, partnerships, individuals, and aggregations of individuals
named in subdivision 1 which are engaged in the business of in-
surance as principal.

(3) "Assets" includes all property, deposits, and funds, in-
cluding special and trust funds.

Subd. 3. Rehabilitation of domestic insurers. The commis-
sioner may apply, in accordance with the provisions of subdivision
22, for an order directing him to rehabilitate a domestic insurer on
one or more of the following grounds; that such insurer

(1) Is insolvent,

(2) Has refused to permit the examination of its books,
papers, accounts or affairs by the commissioner of his deputy or his
examiners,

(3) Has neglected or refused to observe an order of the
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commissioner to make good within the time and to the extent pre-
scribed by law any deficiency, whenever its capital or reserves shall
have become impaired,

(4) Has, by contract, of reinsurance or otherwise, transferred
or attempted to transfer substantially its entire property or business,
or entered into any transaction the effect of which is to merge sub-
stantially its entire property or business in the property or business
of any other insurer, without having first complied with the provi-
sions of section 16 and subdivision 5 of section 9, or obtained the
approval of the commerce commission pursuant to the provisions of
clause (2) of subdivision 2 of section 3,

(5) Is found, after an examination, to be in such condition
that its further transaction of business will be hazardous to its policy-
holders, or to its creditors, or to the public.

(6) Has wilfully violated its charter or any law of the state,

(7) Has an officer who has refused to be examined under
oath, touching its affairs,

(8) Has ceased to transact business for a period of five years,

(9) Has commenced or attempted to commence or prose-
cute any action or proceeding to liquidate its business or affairs, or
to dissolve its corporate charter, or to procure the appointment of a
receiver, custodian, or sequestrator under any law except this article,

(10) Has been the subject of an application for the appoint-
ment of a receiver, custodian or sequestrator of the insurer or its
property, or if a receiver, custodian or sequestrator, is appointed by
a federal court or such appointment is imminent,

(11) Has consented to such an order through a majority of
its directors, stockholders, or members, or

(12) Has not organized or obtained a certificate authorizing
it to commence the transaction of its business as provided by law.

Subd. 4. Order to rehabilitate. An order to rehabilitate a
domestic insurer shall direct the commissioner forthwith to take pos-
session of the property of such insurer and to conduct the business
thereof, and to take such steps toward the removal of the causes and
conditions which have made such proceeding necessary as the court
directs.

Subd. 5. Commissioner may apply for order of liquidation.
At any time the commissioner deems that further efforts to rehabili-
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late such insurer will be futile, he may apply to the court for an
order of liquidation.

Subd. 6. Grounds for liquidation. The commissioner may
apply, in accordance with subdivision 22, for an order directing him
to liquidate the business of a domestic insurer upon one or more of
the grounds specified in subdivision 3, regardless of whether or not
there has been a prior order directing him to rehabilitate such in-
surer.

Subd. 7. Commissioner to take possession of property.
(1) An order to liquidate the business of a domestic insurer shall
direct the commissioner forthwith to take possession of the property
of such insurer, liquidate its business, and deal with the property and
business of such insurer in his own name as commissioner., or in the
name of the insurer, as the court directs, and to give notice to all
creditors who may have claims against such insurer to present the
same within a specified time.

(2) The commissioner shall be vested by operation of law
with the title to all of the property, contracts, and rights of action
of such insurer as of the date of the order to liquidate. The filing for
record of a certified copy of such order in the office of the register
of deeds of the county in which the order is obtained shall impart the
same notice that a deed, bill of sale or other evidence of title duly
filed or recorded by such insurer imparts. The rights and liabilities of
any such insurer and of its creditors, policyholders, stockholders,
members, and other persons interested in its estate shall, unless oth-
erwise directed by the court, be fixed as of the date of the entry of
such order in the office of the clerk of the district court of the county
wherein obtained.

Subd. 8. May apply to court for order of termination. The
commissioner, or any interested person after due notice to the com-
missioner, may apply to the court for an order terminating the re-
habilitation or liquidation of an insurer and permitting such insurer
to resume possession of its property and conduct its business. Such
order shall be granted if, after hearing, the court determines that
the purposes of the proceeding have been accomplished.

Subd. 9. Grounds for conserving assets. The commissioner
may apply, in accordance with the provisions of this section, for an
order directing him to conserve the assets within the state of a for-
eign insurer upon one or more of the grounds specified in subdivi-
sion 3, clauses (1) to (7), or upon the ground that such foreign
insurer has been placed in the hands of a receiver, or has had its
property sequestrated in any other country or state.
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Subd. 10. Commissioner to take possession. An order to
conserve the assets of a foreign insurer shall direct the commissioner
forthwith to take possession of the property of such insurer and con-
serve the same, subject to the further direction of the court. The
rights and duties of the commissioner with reference to such insurer
and its assets, shall be those heretofore exercised by and imposed
upon receivers of foreign corporations in this state.

Subd. 11. Uniformity of rehabilitation. The purpose of
subdivisions 11 to 20 is to promote uniformity in the rehabilitation,
reorganization, or liquidation of insurers doing business in more than
one state. It is intended that such subdivisions shall be liberally con-
strued to the end that as far as possible the assets of such insurers
shall be equally and uniformly conserved in all states and that claim-
ants against such insurers shall receive equal and uniform treatment
irrespective of places of their residence or of the acts or contracts
upon which their claims are based.

Subd. 12. What is reciprocal state. For the purposes of
subdivisions 11 to 20, a "reciprocal state" is hereby defined to mean
a state wherein

(1) It is provided by law that the insurance division or other
administrative agency of the state shall conduct or wind up the af-
fairs of delinquent insurers under judicial supervision and shall be
vested with title to all of the assets of any domestic insurer therein
against which a delinquency proceeding has been commenced, and

(2) In substance and effect the provisions of subdivisions 11
to 20 are in force,

Subd. 13. Order shall apply to the administration by the
commissioner. In addition to and notwithstanding any other pro-
visions of law, subdivisions 11 to 20 shall apply to the administra-
tion by the commissioner of the affairs of delinquent domestic in-
surers with respect to matters affecting or related to reciprocal states
and shall also apply to matters affecting or related to this state in
the administration by the commissioner of the affairs of delinquent
insurers domiciled in reciprocal states and authorized to transact busi-
ness in this state.

Subd. 14. Claims to be filed in this state. In a proceeding
for the rehabilitation, reorganization, or liquidation of a domestic
insurer begun in this state, claimants who reside, or whose claims are
based upon acts of or contracts with such insurer, in a reciprocal
state, shall file their claims in this state pursuant to the laws of this
state, but may prove their claims in such reciprocal state. The court
in charge of the proceeding in this state shall, if necessary, appoint
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one or more referees before whom such claims may be proved in
such reciprocal state.

Subd. 15. Preference laws not recognized. In such pro-
ceeding against a domestic insurer no law of such reciprocal state
regulating and providing for preferences against the general assets
of such insurer shall be recognized with respect to the distribution of
assets of such insurer regardless of where they may be located, pro-
vided the claimants against such insurer in such reciprocal state
shall be entitled to receive all preferences allowed by the laws of this
state to residents of this state or to claimants against such insurer in
this state.

Subd. 16. Purpose of special deposits. The purposes of
special deposits of delinquent domestic insurers made in reciprocal
states or of bonds given in lieu of deposits in such states shall be
recognized where legal. The commissioner shall apply to courts of
competent jurisdiction in reciprocal states for permission to adminis-
ter such deposits or the proceeds of such bonds in accordance with
such purposes and give the security for faithful performance required
by such courts.

Subd. 17. Secured and unsecured creditors. In the liquida-
tion of the general assets of delinquent domestic insurers, unsecured
creditors shall be preferred to secured creditors to the extent neces-
sary to equalize the advantage gained by virtue of such security. The
following shall be treated as secured claims for the purpose of this
section.

(1) Claims secured by adequate process of law or by Hen;

(2) Claims secured individually by deposit or money, se-
curities or other property; by money, securities or other property
held in escrow or in trust; or by bond;

(3) Claims secured generally by deposit or bond to secure
the payment of claims of a particular class, but this provision does
not include claims which are secured by deposit or bond for the
benefit of all claimants of the company within the United States;

(4) Claims which have been filed with a receiver or liquida-
tor not ancillary to the proceeding in this state.

Any or all of the above shall be treated as unsecured claims,
provided all rights to the specific security have been surrendered or
the assets in the possession of a non-ancillary receiver or liquidator
have been transferred to the commissioner.

Subd. 18. Title to assets. When a proceeding for rehabili-
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tation, reorganization, or liquidation is commenced in a reciprocal
state against an insurer domiciled in such state and doing business in
this state, title to all of the assets of such insurer, except special
deposits, as hereinafter provided, then located in this state shall vest
in the insurance supervisory or other administrative agency of such
reciprocal state. Thereafter no action or proceeding against such in-
surer or such assets, except such special deposits, shall be com-
menced or continued in the courts of this state unless initiated, or
consented to, by such insurance supervisory or other administrative
agency of such reciprocal state.

Subd. 19. Special deposits. Except where it is expressly
contrary to the terms of a special deposit or of a bond made in lieu
of a deposit in this state of a delinquent insurer domiciled in a re-
ciprocal state, on proper application depositaries shall be directed by
a court of competent jurisdiction of this state to transfer the deposit
or the proceeds of any bond given in lieu of deposit and all rights
thereunder to the insurance supervisory or other administrative agency
of the reciprocal state provided that such insurance supervisory or
other administrative agency gives proper security for the faithful
administration of such funds in accordance with the terms of the
trust.

Subd. 20. General assets. The general assets, located in
this state, of a delinquent insurer domiciled in a reciprocal state
shall be administered by the insurance supervisory or other adminis-
trative agency of such reciprocal state as if such assets were located
in such reciprocal state.

Subd. 21. Order for dissolution. The commissioner may
apply for an order dissolving the corporate existence of a domestic
insurer;

(1) Upon his application for an order of liquidation of the
business of such insurer, or at any time after such an order has
been granted; or

(2) Upon the grounds specified in subdivision 3, clauses (1)
and (12), regardless of whether an order of rehabilitation is sought
or has been obtained.

Subd. 22. Proceedings commenced by application to the dis-
trict court. The commissioner shall commence any proceeding un-
der this section by an application to the district court of the county
in which the principal office of the insurer involved is located, if a
domestic insurer, and in the district court of Ramsey county in all
other cases, for an order directing such insurer to show cause why
the commissioner should not have the relief prayed for. On the re-

Changes or additions indicated by italics, deletions by s



395 Art. 1] OF MINNESOTA FOR 1967 601

turn of such order to show cause, and after a full hearing, which
shall be held by the court without delay, such court shall either deny
the application or grant the same together with such other relief as
the nature of the case and the interest of policyholders, creditors,
stockholders, members, or the public may require.

Subd. 23. Process to be served upon insurer. The order
to show cause and the papers upon which the same is made in any
proceeding under this section shall be served upon the insurer named
in such order in the manner provided by law for the service of civil
process. Reciprocals and interinsurance exchanges and their attorneys
in fact shall be served in the manner provided by section 2, subdi-
vision 3, of article XI.

Subd. 24. Temporary injunction may be granted. When it
appears by the application for the order to show cause referred to in
subdivision 23 that the commissioner is entitled to the relief de-
manded, a temporary injunction may be granted restraining the in-
surer named in the application, its officers, directors, stockholders,
members, trustees, agents, servants, employees, policyholders, attor-
neys, managers, and all other persons, from the transaction of its
business or the waste or disposition of its property until the further
order of the court. Such injunction may be granted at the time of
commencing the proceeding or at any time afterwards during the
pendency thereof, and during the pendency of the proceeding the
court may issue such other injunctions or orders as may be deemed
necessary to prevent interference with the commissioner or the pro-
ceeding, or waste of the assets of the insurer, or the prosecution of
any actions, or the obtaining of preferences, judgments, attachments,
or other liens or the making of any levy against the insurer or against
its assets or any part thereof. Such injunctions shall be granted only
upon motion or order to show cause but the insurer and other per-
sons named in this subdivision may be restrained by order until the
decision of the court or judge granting or refusing the same. Any
such injunction shall be granted upon it appearing satisfactorily to
the judge, by affidavit, that sufficient grounds exist therefor. A copy
of the affidavit must be served with the injunction.

Subd. 25. Offices may be removed to St. Paul, Minnesota.
At any time after the commencement of a proceeding under this sec-
tion, the commissioner may with the approval of the court remove
the principal office of the insurer to the city of St. Paul, Minnesota,
In the event of such removal, the court may, upon the application of
the commissioner, direct the clerk of the district court of the county
wherein such proceeding was commenced, to transmit all papers filed
with such clerk to the clerk of the district court of Ramsey county,
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and the proceeding shall thereafter be conducted as though com-
menced in Ramsey county.

Subd. 26. Commissioner may make rules. For the purpose
of giving effect to this section, the commissioner shall have the power,
subject to the approval of the court, to make and prescribe such rules
and regulations as to him seem necessary and proper.

Subd. 27. Commissioner may appoint special deputy. For
the purposes of this section, the commissioner may appoint special
deputy commissioners of insurance as his agents, employ such clerks
and assistants as are necessary, and give each of such persons such
powers to assist him as he deems advisable. The compensation of
such special deputies, clerks, and assistants and all expenses of con-
ducting any proceeding under this section shall be fixed by the com-
missioner, subject to the approval of the court, and, on certificate
of the commissioner, be paid out of the funds or assets of the in-
surer involved.

Subd. 28. Powers and duties of commissioner and deputies.
(1) In the discharge of the duties imposed by this section the
commissioner, his deputy, or any special deputy appointed pursuant
hereto, shall have power to administer oaths and affirmations, take
deposition, certify to official acts, and issue subpoenas to compel the
attendance of witnesses and the production of books, papers, cor-
respondence, memoranda, and other records deemed necessary as
evidence in connection with a disputed claim or the administration
of the section.

(2) In case of contumacy by, or refusal to obey a subpoena
issued to any person, any court of this state within the jurisdiction
of which the inquiry is carried on or within the jurisdiction of which
said person guilty of contumacy or refusal to obey is found or resides
or transacts business, upon application by the commissioner, his dep-
uty, or special deputy, shall have jurisdiction to issue to such person
an order requiring such person to appear before the commissioner,
or his deputy, there to produce evidence if so ordered or there to
give testimony touching the matter under investigation or in ques-
tion; and any failure to obey such order of the court may be pun-
ished by said court as a contempt thereof.

Subd. 29. Evidence. No person shall be excused from at-
tending and testifying or from producing books, papers, correspond-
ence, memoranda, and other records before the commissioner or his
deputy, or special deputy or in obedience to the subpoena of the
commissioner, his deputy, or special deputy, on the grounds that the
testimony or evidence, documentary or otherwise, required of him
may tend to incriminate him or subject him to a penalty or forfeiture;
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but no individual shall be prosecuted or subjected to any penalty or
forfeiture for or on account of any transaction, matter, or thing
concerning which he is compelled, after having claimed his privilege
against self-incrimination to testify or produce evidence, documen-
tary or otherwise, except that such individual so testifying shall not be
exempt from prosecution and punishment for perjury committed in
so testifying.

Subd. 30. Deposit of funds. The moneys collected by the
commissioner in a proceeding under this section shall be from time
to time deposited in one or more state or national banks, savings
banks, or trust companies, and in the case of the insolvency or the
voluntary or involuntary liquidation of the depositary, such deposits
shall be entitled to priority of payment on an equality with any
other priority given by the banking law. Such money may be de-
posited in a national bank or trust company as a trust fund.

Subd. 31. Liens; when created. Any transfer of, or lien
upon, the property of an insurer made or created within three
months prior to the granting of an order to show cause under this
section with intent to give to any creditor, or of enabling him to ob-
tain, a greater percentage of his debt than any other creditor of the
same class which is accepted by such creditor having reasonable cause
to believe that such a preference will occur, is voidable.

Subd. 32. Officers directly liable in certain cases. Each di-
rector, officer, employee, stockholder, member, or other person act-
ing knowingly on behalf of such insurer concerned in making any
transfer or creating any lien made voidable by subdivision 31, is per-
sonally liable therefor and is bound to account to the commissioner
as liquidator.

Subd. 33. Commissioner may avoid transfers. The com-
missioner as liquidator may avoid any transfer of, or lien upon,
the property of an insurer which any creditor, stockholder, or mem-
ber of such insurer might have avoided and receive the property
so transferred, or its value, from the person to whom it was trans-
ferred unless he was a bona fide holder for value prior to the date
of the entry of the order of liquidation.

Subd. 34. Wages to have priority. All wages actually owing
to employees of an insurer, against whom a proceeding under this
section is commenced, for services rendered within three months
prior to the commencement of such proceeding, not exceeding $300
to an employee, shall be paid prior to the payment of other debts or
claims and, subject to the direction of the court, as soon as possible
after the proceedings have been commenced. Sufficient funds shall be
reserved at all times for the expenses of administration.
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Subd. 35. Mutual debits and credits. In all cases of mu-
tual debits or mutual credits between the insurer and another per-
son, such credits and debits shall be set-off and the balance only al-
lowed or paid. No set-off shall be allowed in favor of any such
person, where:

(1) The obligation of the insurer to such person would not
then entitle him to share as a claimant in the assets of such insurer;
or

(2) The obligation of the insurer to such person was pur-
chased by or transferred to such person with a view of its being
used as a set-off; or

(3) The obligation of such person is to pay an assessment
levied against the members of a mutual insurer or to pay a balance
upon a subscription to the capital stock of a stock corporation in-
surer.

Subd. 36. Commissioner may dispose of assets. The com-
missioner may, subject to the approval of the court:

(1) Sell or otherwise dispose of the real and personal prop-
erty, or any part thereof, of an insurer against whom a proceeding
has been brought under this section.

(2) Sell or compound all doubtful or uncollectible debts or
claims owed by or owing to such insurer, including claims based
upon an assessment levied against a member of a mutual insurer;
provided, that when the amount of any such debt or claim owed by
or owing to such insurer does not exceed $200, the commissioner
may compromise or compound the same upon such terms as he
deems for the best interest of such insurer without obtaining the ap-
proval of the court.

Subd. 37. May borrow money. For the purpose of facili-
tating the rehabilitation, liquidation, conservation, or dissolution pro-
vided for by this section, the commissioner may, subject to the ap-
proval of the court, borrow money and execute, acknowledge, and
deliver notes or other evidences of indebtedness therefor and secure
the repayment of the same by the mortgage, pledge, assignment,
transfer in trust, or hypothecation of any or all of the property of an
insurer against whom a proceeding has been brought under this sec-
tion, and the commissioner, subject to the approval of the court,
may take any and all other action necessary and proper to consum-
mate any such loans and provide for the repayment thereof. The
commissioner shall be under no obligation personnally or in his of-
ficial capacity as commissioner of insurance to repay any loan made
pursuant to this subdivision.
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Subd. 38. Commissioner to make report to court. Within
one year from the date of the entry of an order oE rehabilitation or
liquidation of a domestic mutual insurer in the office of the clerk of
the district court of the county in which such insurer had its princi-
pal office, the commissioner shall make a report to the court setting
forth:

(1) The reasonable value of the assets of such insurer;

(2) Its probable liabilities; and

(3) The probable necessary assessment, if any, to pay all
allowed claims in full.

Upon the basis of such report, including amendments thereof,
the court may levy assessments against all members of such insurer
against whom the board of directors of such insurer might have
levied an assessment upon the date of the issuance of the order to
show cause in the special proceeding pending against such insurer.
Such assessments shall cover the excess of the probable liabilities over
the reasonable value of the assets, together with the cost of collection
and the probable percentage of uncollectibility thereof, but the total
of all such assessments against any member shall not exceed the max-
imum amount fixed in the contract of that member.

The court may thereupon issue an order directing each member
of such insurer, if he does not pay the amount assessed against him
to the commissioner on or before a day to be specified in the order,
to show cause in the special proceeding pending against such insurer
why he should not be held liable to pay such assessments, together
with the costs set forth in this subdivision, and why the commis-
sioner should not have judgment therefor. The commissioner shall
cause a notice of such order setting forth a brief summary of the
contents of such order to be served on each member in such manner
as the court directs.

On the return day of such order to show cause (a) if such
member does not appear and serve verified objections upon the com-
missioner, the court shall make its order adjudging that such mem-
ber is liable for the amount of such assessment together with $10
costs, and that the commissioner may have judgment against such
member thereof; (b) if such member appears and serves verified ob-
jections upon the commissioner there shall be a full hearing of the
matter by the court. After such hearing, the court shall make its
order either negativing the liability of such member to pay the assess-
ment or affirming his liability to pay the whole or some part thereof
together with $10 costs and necessary disbursements incurred at the
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hearing, and directing that the commissioner in the latter case may
have judgment therefor.

A judgment upon any such order shall have the same force and
effect as a judgment in an original action brought in the court in
which the special proceeding is pending, and be entered, docketed,
and appealed from, as is such a judgment,

Subd. 39. Insolvent insurer; procedure. If upon the grant-
ing of an order for the liquidation of a domestic insurer, or at any
time thereafter during such liquidation proceeding, it shall appear
that the insurer is not solvent, the court shall, after such notice and
hearing as it deems proper, make an order declaring such insurer to
be insolvent. Thereupon, regardless of any prior notice which may
have been given to creditors, the commissioner shall notify all per-
sons who have claims against such insurer and who have not filed
proper proofs thereof, to present the same to him at the place speci-
fied in such notice within four months after the date of the entry of
such order, or some longer time if so directed by the court. The last
day for the filing of proofs of claim shall be specified in the notice.
Such notice shall be given in a manner determined by the court.

No claim or demand shall be received or allowed after the ex-
piration of the time so limited, except by permission of the court
for good cause shown, and upon notice to the commissioner, but in
no case unless presented within 18 months from the date of the order
of liquidation and before final settlement.

Subd. 40. Proof of claim. A proof of claim shall consist
of a verified written statement, signed by the claimant, setting forth
the claim, the consideration therefor, the securities held therefor, if
any, the payments made thereon, if any, and that the sum claimed
is justly owing from the insurer to the claimant. When a claim is
founded upon a written instrument such instrument, unless lost or
destroyed, shall be filed with the proof of claim. If such instrument is
lost or destroyed a statement of such fact and of the circumstances of
such loss or destruction shall be filed under oath with the claim.

Subd. 41. To make list of policy holders. Upon the liq-
uidation of any domestic insurer which has issued policies insuring
the lives of persons, the commissioner shall, within 30 days after the
last date set for the filing of claims, make a list of the persons who
have not filed proofs of claim with him to whom, it appears to his
entire satisfaction from the books of the insurer, there are owing
amounts on such policies, and set opposite the name of each such
person the amount so owing to him. Each person whose name ap-
pears upon such list shall be deemed to have duly filed prior to the
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last day set for the filing of claims a proof of claim for the amount
set opposite his name on the list.

Subd. 42. Contingent claims not to share in distribution; ex-
ceptions. No contingent claim shall share in the distribution of
the assets of an insurer which has been adjudicated to be insolvent
by an order made pursuant to subdivision 39 except such claim shall
be considered, if properly presented, and may be allowed to share
whete such claim becomes absolute against the insurer on or before
the last day fixed for the filing of proofs of claim against the assets
of such insurer or there is a surplus and the liquidation is thereafter
conducted upon the basis that such insurer is solvent.

Subd. 43. Secured claims. Where an insurer is adjudicated
to be insolvent by an order made pursuant to subdivision 39, any
person having a cause of action against an assured of such insurer,
which is the subject of indemnity under a liability policy issued by
such insurer, or the assured in any such case, shall have the right to
file a claim in the liquidation proceeding, even though such claim is
a contingent one and such claim may be allowed, provided:

(1) That it may be reasonably inferred from the proof pre-
sented upon such claim that a judgment could be obtained upon
such cause of action against such insured;

(2) That suitable proof be furnished that no further valid
claims against such insurer arising out of such causes of action other
than those already presented can be made unless, for good cause
shown, the court in which the proceeding is pending shall otherwise
direct; provided that no such claim filed by the assured or proof fur-
nished by him hi support thereof shall be received in evidence against
him or his insurer upon such cause of action, nor shall the filing of
any such claim or proof thereof by such assured be construed as a
violation of any of the terms or conditions of said policy,

(3) That the total liability of such insurer to all claimants
arising out of the same act of its assured shall be no greater than its
total liability would be were it not in liquidation;

(4) That no judgment taken by default, or by collusion,
against such an assured be considered as evidence in the liquidation
proceeding either of the liability of such assured to such person
upon such cause of action or of the amount of damages to which
such person is therein entitled.

Subd. 44. Amount of claim allowed. No claim of any se-
cured claimant shall be allowed at a sum greater than the difference
between the value of the security and the amount for which the
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claim is allowed, and then only subject to the provisions of subdi-
vision 17, unless the claimant surrenders his security to the commis-
sioner in which event the claim shall be allowed in the full amount
for which valued.

Subd. 45. Dividends may be paid. (1) Any time after
the last day fixed for the filing of proofs of claim in the liquidation
of a domestic insurer, the court may, upon the application of the
commissioner, authorize him to declare out of the funds remaining
in his hands, after the payment of expenses, one or more dividends.
Such order shall specify what claims, if any, are entitled to priority
of payment and direct the manner in which dividends shall be paid.

(2) Where there has been no adjudication of insolvency, the
commissioner shall pay all allowed claims in full and distribute the
balance of the assets remaining in his hands in accordance with the
direction of the court. The commissioner shall not be chargeable to
a claimant who failed to file a proper proof of claim before such dis-
tribution was made for any assets so distributed.

Subd. 46. Unclaimed dividends to be paid into court. The
commissioner shall pay to the court, in which the liquidation proceed-
ings were held for the benefit of the claimants, all dividends re-
maining unclaimed or unpaid in his hands for six months after the
final order of distribution and, thereafter, such dividends shall be
subject to the provisions of section 345.08.

Subd. 47. Orders made upon petition of commissioner. No
order, judgment, or decree providing for an accounting or enjoining,
restraining, or interfering with the prosecution of the business of any
domestic insurer to which any provision of this section is applicable,
or for the appointment of a temporary or permanent receiver thereof,
shall be made or granted otherwise than upon the petition of the com-
missioner as provided in this section except in an action by a judg-
ment creditor in proceedings supplementary to execution after notice
has been served upon the commissioner of such judgment at least 30
days prior to the filing of a petition for that purpose.

Subd. 48. Not to amend existing laws. None of the provi-
sions of this section shall be considered an amendment of existing
laws as to the examination of township mutual fire insurance com-
panies.

Sec. 5. [60A.05] Suspension of authority; foreign compa-
nies and their agents. If the commissioner is of the opinion,
upon examination or other evidence, that a foreign insurance com-
pany is in an unsound condition or, if a life insurance company, that
its actual funds are less than its liabilities, or that it is insolvent; or
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if a foreign insurance company has failed to comply with the law, or
if it, its officers, or agents, refuse to submit to examination, or to per-
form any legal obligation in relation thereto, he shall revoke or sus-
pend all certificates of authority granted to it or its agents, and shall
cause notification thereof to be published in a newspaper authorized
to publish annual statements of insurance companies, and no new
business shall thereafter be done by it, or its agents, in this state while
such default or disability continues, nor until its authority to do busi-
ness is restored by the commissioner. Unless the ground for revoca-
tion or suspension relates only to the financial condition or sound-
ness of the company or to a deficiency in its assets, the commis-
sioner shall notify the company, not less than ten days before revok-
ing its authority to do business in this state; and he shall specify in
the notice the particulars of the supposed violation. The district
court of any county, upon petition of the company, brought within
the ten-day period, shall summarily hear and determine the question
whether such violation has been committed, and shall make any
proper order or decree therein, and enforce the same by any appro-
priate process. If the order or decree is adverse to the petitioning
company, an appeal therefrom may be taken to the supreme court;
and, in the case of such appeal, the commissioner may issue his order
revoking the right of the petitioning company to do business in this
state until the final determination of the question by the supreme
court. Neither this section nor any proceedings thereunder shall af-
fect any criminal prosecutions or proceeding for the enforcement of
any fine, penalty, or forfeiture.

If such foreign insurer has been placed in the hands of a re-
ceiver, or has had its property sequestered in any other country or
state or is subject to be proceeded against on any of the grounds
listed in subdivision 3 of section 4, the commissioner may proceed
to secure an order directing him to conserve the assets within this
state in accordance with section 4.

Sec. 6. [60A.06] Kinds of insurance which may be writ-
ten. Subdivision 1. Statutory lines. Insurance corporations
may be authorized to transact in any state or territory in the United
States, in the Dominion of Canada, and in foreign countries, when
specified in their charters or certificates of incorporation, either as
originally granted or as thereafter amended, any of the following
kinds of business, upon the stock plan, or upon the mutual plan
when the formation of such mutual companies is otherwise author-
ized by law; and business trusts as authorized by law of this state
shall only be authorized to transact in this state the following kind
of business hereinafter specified in clause (7) hereof when specified
in their "declaration of trust":
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(1) To insure against loss or damage to property on land
and against loss of rents and rental values, leaseholds of buildings,
use and occupancy and direct or consequential loss or damage caused
by fire, smoke or smudge, water or other fluid or substance, lightning,
windstorm, tornado, cyclone, earthquake, collapse and slippage, rain,
hail, frost, snow, freeze, change of temperature, weather or climatic
conditions, excess of deficiency of moisture, floods, the rising of wa-
ters, oceans, lakes, rivers or their tributaries, bombardment, invasion,
insurrection, riot, civil war or commotion, military or usurped power,
electrical power interruption or electrical breakdown from any cause,
railroad equipment, motor vehicles or aircraft, accidental injury to
sprinklers, pumps, conduits or containers or other apparatus erected
for extinguishing fires, explosion, whether fire ensues or not, except
explosions on risks specified in clause (3); provided, however, that
there may be insured hereunder the following: (a) explosion of any
kind originating outside the insured building or outside of the build-
ing containing the property insured, (b) explosion of pressure ves-
sels which do not contain steam or which are not operated with
steam coils or steam jackets; and (c) risks under home owners
multiple peril policies;

(2) (a) To insure vessels, freight, goods, wares, merchan-
dise, specie, bullion, jewels, profits, commissions, bank notes, bills of
exchange, and other evidences of debt, bottomry and respondentia
interest, and every insurance appertaining to or connected with risks
of transportation and navigation on and under water, on land or in
the air;

(b) To insure all personal property floater risks;

(3) To insure against any loss from either direct or indi-
rect damage to any property or interest of the assured or of an-
other, resulting from the explosion of or injury to (a) any boiler,
heater or other fired pressure vessel; (b) any unfired pressure ves-
sel; (c) pipes or containers connected with any of said boilers or
vessels; (d) any engine, turbine, compressor, pump or wheel; (e)
any apparatus generating, transmitting or using electricity; (0 any
other machinery or apparatus connected with or operated by any of
the nreviously named boilers, vessels or machines; and including the
incidental power to make inspections of and to issue certificates of
inspection upon, any such boilers, apparatus, and machinery, whether
insured or otherwise;

(4) To make contracts of life and endowment insurance, to
grant, purchase, or dispose of annuities or endowments of any kind;
and, in such contracts, or in contracts supplemental thereto to pro-
vide for additional benefits in event of death of the insured by acci-
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dental means, total permanent disability of the insured, or specific
dismemberment or disablement suffered by the insured;

(5) (a) To insure against loss or damage by the sickness,
bodily injury or death by accident of the assured or his dependents;

(b) To insure against the legal liability, whether imposed by
common law or by statute or assumed by contract, of any employer
for the death or disablement of, or injury to, his or its employee;

(6) To guarantee the fidelity of persons in fiduciary posi-
tions, public or private, or to act as surety on official and other
bonds, and for the performance of official or other obligations;

(7) To insure owners and others interested in real estate
against loss or damage, by reason of defective titles, encumbrances,
or otherwise;

(8) To insure against loss or damage by breakage of glass,
located or in transit;

(9) (a) To insure against loss by burglary, theft, or forg-
ery;

(b) To insure against loss of or damage to moneys, coins,
bullion, securities, notes, drafts, acceptance or any other valuable
paper or document, resulting from any cause, except while in the
custody or possession of and being transported by any carrier for
hire or in the mail;

(c) To insure individuals by means of an all risk type of
policy commonly known as the "Personal Property Floater" against
any kind and all. kinds of loss of or damage to, or loss of use of, any
personal property other than merchandise;

(d) To insure against loss or damage by water or other fluid
or substance;

(10) To insure against loss from death of domestic animals
and to furnish veterinary service;

(11) To guarantee merchants and those engaged in business,
and giving credit, from loss by reason of giving credit to those deal-
ing with him; this shall be known as credit insurance;

(12) To insure against loss or damage to automobiles or
other vehicles or aircraft and their contents, by collision, fire, bur-
glary, or theft, and other perils of operation, and against liability
for damage to persons, or property of others, by collision with such
vehicles or aircraft, and to insure against any loss or hazard incident
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to the ownership, operation, or use of motor or other vehicles or
aircraft;

(13) To insure against liability for loss or damage to the
property or person of another caused by the insured or by those for
whom the insured is responsible, including insurance of medical, hos-
pital, surgical, funeral or other related expense of the insured or other
person injured, irrespective of legal liability of the insured, when
issued with or supplemental to policies of liability insurance;

(14) To insure against loss of or damage to any property of
the insured, resulting from the ownership, maintenance or use of ele-
vators, except loss or damage by fire;

(15) To make contracts providing that upon the death of
the assured a funeral benefit will be paid in money, the aggregate
amount of which shall not exceed $150 upon any one life; provided,
that any corporation that has been licensed to do business for three
successive years may make contracts not to exceed $300 upon any
one life; provided, that any corporation licensed under this clause,
which now or hereafter has paid-up capital of $15,000, and main-
tains with the commissioner a deposit of $15,000, may make life in-
surance contracts not to exceed $600 on any one life and with or
without indemnity for total and permanent disability such as are
usually contained in life insurance contracts; no such insurance com-
pany shall be operated, directly or indirectly, in affiliation or con-
nection with any funeral director or undertaking establishment, or
contract, by assignment or otherwise, to pay such insurance or its
benefits, or any part of either, to any funeral director or undertak-
ing establishment predetermined or designated by it, so as to deprive
the family or representatives of the deceased policyholder from, or
in any way to control them in, obtaining for his funeral and burial,
funeral services and supplies in the open market; and, nothing herein
contained shall apply, nor shall it be construed to apply, in any way
to any cooperative burial association.

Subd. 2. Other lines. Any insurance corporation or associ-
ation heretofore or hereafter licensed to transact within the state
any of the kinds or classes of insurance specifically authorized under
the laws of this state may, when authorized by its charter, transact
within and without the state any lines of insurance germane to its
charter powers and not specifically provided for under the laws of
this state when these lines, or combinations of lines, of insurance are
not in violation of the constitution or the laws of the state and, in
the opinion of the commissioner, not contrary to public policy, pro-
vided the company or association shall first obtain authority of the
commissioner and meet such requirements as to capital or surplus,
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or both, as the commissioner shall prescribe. These additional haz-
ards may be insured against by attachment to, or in extension of,
any policy which the company may be authorized to issue under the
laws of this state. This subdivision shall apply to companies oper-
ating upon the stock or mutual plan, reciprocal or interinsurance
exchanges.

Sec. 7. [60A.07] Authorization and requirements. Sub-
division 1. Incorporation. Except when the manner of organi-
zation is specifically otherwise provided in sections dealing with such
insurers, domestic insurance corporations shall be organized under
and governed by Chapter 300 and the articles or certificate of in-
corporation shall be as required under Minnesota Statutes 1965,
Section 300.025.

Subd. 2. Powers of insurers. Corporations may be formed
for carrying on any one branch of the business of insurance author-
ized by law, or any two or more branches thereof, which are per-
mitted by law to be transacted by one company; and business trusts
as authorized by law of this state may be formed for carrying on the
kind of business of insurance specified in section 6, subdivision 1,
clause (7).

Subd. 3. Acceptance of laws. Every company, domestic or
foreign, shall file with the commissioner its acceptance of the pro-
visions of the insurance laws of the state of Minnesota, and its char-
ter and any amendments thereto, and each such company shall be
governed thereby and by those laws relative to corporations in gen-
eral, so far as applicable and not otherwise specifically provided. No
foreign company shall be denied a license in this state because its
corporate powers exceed those which it is permitted to exercise under
the laws of this state, but no foreign company, which does outside
of this state any kind or combination of kinds of insurance not
permitted to be done in this state by similar domestic companies,
now or hereafter organized, shall be or continue to be authorized
to do an insurance business in this state if the commissioner of in-
surance finds, after ten days notice sent by registered mail to the
home office of the company involved, and an opportunity to be
heard, that the doing of such kind or combination of kinds of in-
surance business impairs the financial solvency of the company or
its financial ability to meet its obligations incurred in this state, or
finds that the doing of such kinds or combination of kinds of insur-
ance business is prejudicial to the interests of policyholders, creditors
or the people of this state.

Subd. 4. License required. No insurance company or as-
sociation, or fraternal beneficiary association, not specifically ex-
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empted therefrom by law, shall transact the business of insurance in
this state unless it shall hold a license therefor from the commis-
sioner.

Subd. 5. Capital stock and surplus requirements. (1)
Paid-up capital stock requirements. The paid-up capital stock of
every corporation authorized to transact the kinds of business enum-
erated in section 6, subdivision 1, clauses (1) to (15), shall not be
less than specified below:

Clause (1), $100,000;

Clause (2), $100,000;

Clause (3), $100,000;

Clause (4), $200,000;

Clause (5), $150,000;

Clause (6), $250,000; and a surplus constantly maintained of
at least $50,000;

Clause (7), $200,000;

Clause (8), $100,000;

Clause (9), $100,000;

Clause (10), $100,000;

Clause (11), $100,000;

Clause (12), $250,000;

Clause (13), $100,000;
Clause (14), $100,000;
Clause (15), $10,000.
(2) Legal reserve requirements. Companies organized to

transact business specified in clause (15) of subdivision 1 of section
6 shall be subject to all the provisions of law relating to legal re-
serve life insurance companies, except that such company shall have
secured at least 100 applications, upon 100 separate lives, for insur-
ance aggregating at least $10,000 .and that the deposit with the com-
missioner of insurance shall be $10,000 unless the company quali-
fies to write the maximum risks of $600 under clause (15) of sub-
division 1 of section 6 in which case the deposit shall be $15,000.
Such companies transacting business under clause (15) of subdivi-
sion 1 of section 6 shall issue only non-participating policies, which
shall be construed as industrial policies.
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(3) Authorization to transact certain business. Any insur-
ance corporation having a paid-up capital stock of not less than
$250,000, and a surplus of not less than $150,000 constantly main-
tained, may, when authorized by its articles of incorporation, trans-
act any or all of the kinds of business specified in clauses (1) to (15)
of section 6, subdivision 1, excepting those specified in clauses (1),
(2), (4), (6) and (15) of section 6, subdivision 1.

Any insurance corporation having paid-up capital stock of not
less than $300,000 may transact the kinds of business specified in
clauses (1), (2), and (12) of section 6, subdivision 1.

Any insurance corporation having a paid-up capital stock of not
less than $350,000 and authorized to transact the kinds of business
specified in clause (4) of section 6, subdivision 1, may also transact
the kinds of business specified hi clause (5) of section 6, subdivision
1, and in addition thereto personal injury liability insurance; provided,
however, that no company authorized to transact the kinds of in-
surance specified in clauses (4) and (5) of section 6, subdivision 1,
shall be authorized to transact personal injury liability insurance un-
less such company was engaged in transacting personal injury liabil-
ity insurance in this state prior to January 1, 1949.

Any insurance corporation having a paid-up capital stock of not
less than $300,000, and a surplus of not less than $150,000 con-
stantly maintained, when authorized to transact the kinds of business
specified in clause (6) of section 6, subdivision 1, may also transact
the kinds of business specified in clauses (3), (5), (7), (8), (9),
(10), (11), (12), (13) and (14) of section 6, subdivision 1.

Any insurance corporation having a surplus as regards policy-
holders of not less than $500,000 constantly maintained may, when
authorized by its articles of incorporation, transact any or all the
kinds of business specified in clauses (1), (2), (3), (5), (6), (7),
(8), (9), (10), (11), (12), (13), and (14), of section 6, subdi-
vision 1.

Subd. 6. Reduction of capital stock. When the capital of
any domestic stock company is impaired, it may, upon a vote of the
majority of the stock, reduce the same to not less than the legal
minimum. In this case no part of its assets shall be distributed to the
stockholders. Any such company whose capital is not impaired may,
by a two-thirds vote of its stock and with the consent of the com-
missioner, reduce the same to not less than the legal minimum capi-
tal and surplus required for such a company. In either case, within
ten days after the meeting at which the reduction was made, the
company shall submit to the commissioner a certified statement of
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the proceedings thereof, including the amount of the reduction and
its assets and liabilities, verified by its president, secretary, and a
majority of its directors. The commissioner shall examine the facts
and, if they conform to law and he is of opinion that injury to the
public will not result, he shall endorse his approval upon the state-
ment. Upon filing the same with the secretary of state and paying a
filing fee of $5, and duly amending its certificate of incorporation in
conformity therewith, it may transact business upon the reduced capi-
tal as though the same were its original capital, and the commissioner
shall issue a license to that effect. The company may thereafter, by
a majority vote of Us directors, require the return of every original
stock certificate in exchange for a new certificate for such number
of shares as each stockholder is entitled to, in the proportion that
the reduced capital bears to the original.

Subd. 7. New certificate of authority. Upon application,
the commissioner shall examine the proceedings of any domestic
company to increase or reduce its capital stock and, when found
conformable to law, shall revoke the old and issue a new certificate
of authority to the company to transact business upon the increased
or reduced capital.

Subd. 8. Special provisions as to mutual companies. (1)
Amendment of articles or certificate of incorporation. The cer-
tificate of incorporation or articles of association of any domestic
insurance company without capital stock, now or hereafter organ-
ized and existing under the laws of this state, may be amended in
respect to any matter which an original certificate of incorporation
or articles of association of a corporation of the same kind might
lawfully have contained, by the adoption of a resolution specifying
the proposed amendment, at a regular meeting of the members there-
of or at a special meeting called for that expressly stated purpose, by
the affirmative vote of a majority of the members present, in person
or by proxy, at the meeting, and by causing the resolution to be
embraced in a certificate duly executed by its president and secre-
tary or other presiding and recording officers, under its corporate seal,
and approved, filed, recorded, and published in the manner pre-
scribed by law for the execution, approval, filing, recording, and
publishing of a like original certificate of incorporation or articles
of association.

(2) Renewal of corporate existence. Any domestic insur-
ance company or corporation having no capital stock, heretofore or
hereafter organized and existing under the laws of this state, whose
period of duration has expired or is about to expire, may, on or be-
fore the date of the expiration, or within six months after the date of
expiration, renew its corporate existence from the date of such ex-
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piration for any period permitted by the laws of this state, by the
adoption of a resolution to that effect by the affirmative vote of three-
fourths of the members present, in person or by proxy, at a regular
meeting of the members, or at any special meeting called for that
expressly stated purpose, and by causing the resolution to be em-
braced in a certificate duly executed by its president and secretary
or other presiding and recording officers, under its corporate seal,
and approved, filed, recorded, and published in the manner pre-
scribed t>y law for the execution, approval, filing, recording, and pub-
lishing of an original certificate of incorporation or articles of as-
sociation.

(3) " Bylaws. The bylaws of any domestic insurance cor-
poration without capital stock, in cases where the bylaws must be
adopted or approved by the members thereof, may be adopted, al-
tered, or amended at a regular meeting of the members thereof, or at
a special meeting called for that expressly stated purpose, by the
affirmative vote of a majority of the members present, in person or
by proxy, at the meeting.

Subd. 9. Retaliatory provision. When the laws of any oth-
er state, territory, or country prohibit the organization of or do not
provide for the organization of or the licensing in that state, terri-
tory, or country of a class or kind of insurance companies or as-
sociations organized under the laws of this state and authorized to
transact the business of insurance in this state, then companies or
associations of the same kind or class of the other state, territory,
or country shall not be licensed to do business in this state.

This provision shall not apply to companies or associations, or-
ganized under the laws of another state, now licensed to do business
in this state.

Subd. 10. Special provisions as to life companies. (1)
Prerequisites of life companies. No life company shall be quali-
fied to issue any policy until applications for at least $200,000 of
insurance, upon lives of at least 200 separate residents, have been
actually and in good faith made, accepted, and entered upon its
books and at least one full annual premium thereunder, based upon
the authorized table of mortality, received in cash or in absolutely
payable and collectible notes. A duplicate receipt for each premium,
conditioned for the return thereof unless the policy be issued within
one year thereafter, shall be issued, and one copy delivered to the
applicant and the other filed with the commissioner, together with
the certificate of a solvent authorized bank in the state, of the deposit
therein of such cash and notes, aggregating the amount aforesaid,
specifying the maker, payee, date, maturity, and amount of each.
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Such cash and notes shall be held by it not longer than one year, and
at or before the expiration thereof to be by it paid or delivered, upon
the written order of the commissioner, to such company or appli-
cants, respectively.

(2) Foreign companies may become domestic. Any com-
pany organized under the laws of any other state or country, which
might have been originally incorporated under the laws of this state,
and which has been admitted to do business therein for either or
both the purpose of life or accident insurance, upon complying with
all the requirements of law relative to the execution, filing, recording
and publishing of original certificates and payment of incorporation
fees by like domestic corporations, therein designating its principal
place of business at a place in this state, may become a domestic
corporation, and be entitled to like certificates of its corporate exist-
ence and license to transact business in this state, and be subject in
all respects to the authority and jurisdiction thereof.

(3) Temporary capital stock of mutual life companies.
A mutual life insurance company may be organized with, and an
existing mutual life insurance company may establish, a temporary
capital of not less than $100,000, which shall be invested in the same
manner as is provided for the investment of its other funds. Out of
the net surplus of the company the holders of the temporary capital
stock may receive a dividend of not more than eight percent per
annum, which may be cumulative. This capital stock shall not be a
liability of the company except that it shall be retired as soon as,
but not before, the surplus of the company remaining after its re-
tirement shall be not less than the temporary capital so established.
At the time for the retirement of this capital stock, the holders shall
be entitled to receive from the company the par value thereof and any
dividends thereon due and unpaid, and thereupon the stock shall be
surrendered and canceled, and the right to vote thereon shall cease.

Subd. 11. Officers bonded. The secretary and the treasurer
of every company shall give bond, which shall be approved by reso-
lution of the directors.

Sec. 8. [60A.08] Contracts of insurance. Subdivision 1.
Policy to contain entire contract. A statement in full of the con-
ditions of insurance shall be incorporated in or attached to every
policy, and neither the application of the insured nor the bylaws of
the company shall be considered as a warranty or a part of the
contract, except in so far as they are so incorporated or attached.

Subd. 2. Corporate name; origin and financial statements.
Every company, domestic or foreign, shall conduct its business, dis-

Changes or additions indicated by italics, deletions by strikeout



395 Art. 1] OF MINNESOTA FOR 1967 619

play all signs and advertisements, and issue all policies, circulars,
and other documents and publications in this state, in its own corpo-
rate name, and every foreign company shall state conspicuously upon
a sign at each agency the state or country of its organization. When
a company publishes its assets, it shall in the same connection,
and with equal conspicuousness, publish its liabilities, computed on
the basis allowed for its annual statements; and any publication pur-
porting to show its capital shall state only the amount thereof which
has been actually paid in cash.

Subd. 3. Renewal; new policy. Any insurance policy ter-
minating by its provisions at a specified expiration date or limited as
to term by any statute and not otherwise renewable may be renewed
or extended at the option of the insurer, at the premium rate then
required therefor, for a specific additional period or periods by a
certificate, and without requiring the issuance of a new policy more
than once in any five-year period.

Subd. 4. Contracts; application of Minnesota law; prohibi-
tions. All contracts of insurance on property, lives, or interests
in this state, shall be deemed to be made in this state.

It shall be unlawful for any person, firm, or corporation to so-
licit or make, or aid in soliciting or making, any contract of insur-
ance not authorized by the laws of this state.

Subd. 5. Signatures required. All its policies shall be
signed by the secretary or an assistant secretary, and by its president
or vice-president, or in their absence, by two directors; provided, that
one of the signatures may be a facsimile signature, if the other is an
original signature, and both thereof may be facsimile signatures, if
the policy is countersigned by a registrar or other officer or employee
duly authorized by the board of directors or executive committee of
the company.

Subd. 6. Bankruptcy or insolvency clause. Every bond or
policy of insurance issued in this state insuring against either actual
loss suffered by the insured, and imposed by law for damages on
account of personal injury, death, or injury to property caused by ac-
cident, or legal liability imposed upon the insured by reason of such
injuries or death, shall, notwithstanding anything in the policy to the
contrary, be deemed to contain the following condition:

The bankruptcy or insolvency of the insured shall not relieve
the insurer of any of its obligations under this policy, and in case an
execution against the insured on a final judgment is returned un-
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satisfied, then such judgment creditor shall have a right of action on
this policy against the company to the same extent that the insured
would have, had the insured paid the final judgment.

Subd. 7. Unsatisfied judgment. When a judgment has been
rendered by any court in this state against any company holding the
commissioner's certificate, and an execution issued thereon has been
returned unsatisfied, in whole or in part, and a certified transcript of
the docket entry and the clerk's certificate of those facts is filed with
the commissioner, he shall forthwith revoke its certificate and give
one week's published notice thereof. No new certificate shall issue un-
til such judgment has been fully satisfied and proof thereof filed with
him, and the expenses and fees incurred are paid. During this revo-
cation neither the company, nor any of its officers or agents, shall
issue any new policy, take any risk, or transact any business, except
such as is absolutely necessary in closing up its affairs in this state.

Subd. 8. Policies on which premiums are determined by au-
dits. Any insurance company licensed to do business in this
state which issues policies of insurance in this state upon which the
premium is determined by means of an audit shall within 60 days
from the date of the expiration of any insurance policy so issued re-
quest from the insured a statement of the facts and figures necessary
to determine the premium thereon. The insured shall furnish such
statement of facts and figures within 60 days of the date of the re-
quest. Upon failure of the insured to comply within the time specified,
then the provisions of this subdivision shall not apply as to such in-
sured. Within 12 months from the date of the expiration of the
policy, or within such longer time as the commissioner of insurance
may for cause shown direct, the insurer unless it elects to accept the
insured's statement shall make a final audit. Failure to make such
final audit within the time herein provided shall constitute a waiver
of the insurer's right to make such audit and an election to accept
the statement furnished by the insured as a basis for determining the
premium on such policy. In the event an audit discloses that the in-
sured submitted to the insurer a fraudulent statement of facts and
figures, then the insured shall be liable for three times the normal
premium. This subdivision shall not apply to policies issued cover-
ing workmen's compensation.

Subd. 9. Misrepresentation by applicant. No oral or writ-
ten misrepresentation made by the assured, or in his behalf, in the
negotiation of insurance, shall be deemed material, or defeat or avoid
the policy, or prevent its attaching, unless made with intent to de-
ceive and defraud, or unless the matter misrepresented increases
the risk of loss.
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This subdivision shall not apply to life insurance or accident
and health insurance.

Sec. 9. [60A.09] Limits of risk; reinsurance. Subdivi-
sion 1. Maximum risk by fire companies. No tire company shall
insure or reinsure in a single risk a larger sum than one-tenth of its
net assets; provided, that in the case of a fire company with net as-
sets of more than $50,000, any portion of any such risk which shall
have been reinsured, as authorized by the laws of this state, shall be
deducted before determining the limitation of risk prescribed by this
subdivision; and, provided, that a mutual fire insurance company or-
ganized ufldet clause (IXa) o£ section 8, subdivision 2, o£ avtick
VII, may insure in a single risk, consisting of a creamery or a cheese
factory, a sum equal to one percent of its insurance in force.

Subd. 2. Reinsurance to be reported by companies other than
life. If any company, other than life, shall, directly or indirectly,
effect the reinsurance of any risk taken by it, or any part thereof, it
shall make a sworn report thereof to the commissioner, at the time
of filing its annual statement, or at such other time as he may request.

Subd. 3. Penalty for violation. Every company effecting
any reinsurance in violation of the foregoing provisions, and every
agent effecting or negotiating the same, shall severally be guilty of a
misdemeanor.

Subd. 4. Reinsurance as to life insurance. No domestic
life insurance company, without permission of the commissioner,
shall reinsure any portion of any individual risk in a company not
authorized to do business in this state.

Subd. 5. Reinsurance. (I) Definitions. For the pur-
poses of this subdivision, the word "insurer" shall be deemed to in-
clude the word "reinsurer," and the words "issue policies of insur-
ance1' shall be deemed to include the words "make contracts of re-
insurance."

(2) Conditions and requirements. Every insurer authorized
to issue policies in this state may reinsure in any other insurer any
part or all of any risk or risks assumed by it; but such reinsurance,
unless effected (1) with an insurer authorized to issue policies in
this state, or (2) with an insurer similarly authorized in another
state, territory, or district of the United States, and showing the
same standards of solvency and meeting the same statutory and de-
partmental regulations which would be required of or prescribed for
such insurer were it at the time of such reinsurance authorized in this
state to issue policies covering risks of the same kind or kinds as
those reinsured, shall not reduce the reserve or other liability to be
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charged to the ceding insurer; provided, that nothing in this subdivi-
sion shall be construed to permit to a ceding insurer any reduction of
reserve or liability through reinsurance effected with an unauthorized
insurer. In case such reinsurance effected with an insurer so author-
ized or so recognized for reinsurance in this state, the ceding insurer
shall thereafter be charged on the gross premium basis with an un-
earned premium liability representing the proportion of such obliga-
tion retained by it, and the insurer to which the business is ceded
shall be charged with an unearned premium liability representing the
proportion of such obligation ceded to it, calculated in the same way.
The two parties to the transaction shall together carry the same re-
serve as the ceding insurer would have carried had it retained the
risk.

(3) Reinsurance of more than 75 percent of insurance lia-
bilities. Any contract of reinsurance whereby an insurer cedes
more than 75 percent of the total of its outstanding insurance liabili-
ties shall, if such insurer is incorporated by or, if an insurer of a
foreign country, has its principal office in this state, be subject to the
approval, hi writing, by the commissioner.

(4) Actual unearned premium reserve to be carried as lia-
bility. 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 re-
serve that would reduce the same below the actual amount thereof.

Sec. 10. [60A.10] Deposits. Subdivision 1. Deposit
by domestic companies as security for all policyholders required.
No company in this state, other than fire, marine, or fire and marine,
hail, farmers' mutual, or real estate title insurance companies, shall
do business in this state unless it has on deposit with the commis-
sioner, as security for all its policyholders, stocks or bonds of this
state or of the United States, or bonds of any of the municipalities of
this state, or personal obligations secured by first mortgage on real
estate within this state, worth, exclusive of buildings, the amount of
the lien, and bearing interest of not less than three percent per an-
num, to an amount, the actual market value of which, exclusive of
interest, shall never be less than $100,000, except in case of com-
panies organized to insure bicycles against loss from theft, the
amount of such deposits for such companies shall never be less than
$10,000, which stocks, bonds, or mortgages shall be retained by the
commissioner and be disposed of as directed by law.

The deposit of mortgages on real estate shall not exceed the
amount of $50,000. As long as any policies of the depositing corn-
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pany remain in force, the commissioner shall hold the deposit as se-
curity for all holders of its policies.

Subd. 2. Like requirement for foreign companies. Any in-
surance company of any other state of the United States may file
with the commissioner a certificate of the insurance commissioner of
the other state that, as such officer, he holds in trust and on deposit
for the benefit of all the policyholders of the company a deposit of
not less than $100,000 par value of such securities as are required
or permitted to be deposited with him by the laws of that state, these
securities to be of the character in which insurance companies are
authorized to invest under the laws of his state, stating the items of
the securities so held, and that he is satisfied that these securities are
worth $100,000. No deposit shall be required in this state while the
deposit, so certified, remains.

Subd. 3. Deposits in compliance with other laws or of for-
eign companies. The commissioner shall receive and hold in of-
ficial trust deposits made by any domestic company in compliance
with the laws of any other state, to enable it to do business in that
state, and in like manner hold deposits made by a foreign company
under any law of this state. The company making the deposit shall be
entitled to the income thereof and, from time to time, with his con-
sent, when not inconsistent with the law under which it was made,
may exchange, in whole or in part, the securities composing the de-
posit for other approved securities of equal value. Upon applica-
tion by a domestic company, he may return the whole or any por-
tion of the securities so deposited by it, if satisfied that they are sub-
ject to no liability. Upon like application, he may return to a foreign
company any deposit made by it when it appears that the company
has ceased to do business in this state or the United States, and he is
satisfied that it is not subject to any liability in this state, or upon the
order of any court of competent jurisdiction. A foreign company
which has made a deposit, its trustees, receiver, resident manager,
or any creditor or policyholder thereof, may, at any time, institute in
the district court of Ramsey county an action against the state and
other proper parties to enforce and terminate the trust created by
the deposit. The commissioner shall immediately notify the governor
of the action, and furnish the necessary information to answer in be-
half of the state, and shall carry out such order and decree as the
court shall make therein.

Subd. 4. Safekeeping of securities on deposit. The divi-
sions of banking and insurance shall use, for the safekeeping of se-
curities, except such securities as may, for the convenience of the di-
vision of banking, be kept in places designated bv the commissioner
of banks, such space in the safety deposit vault in the office of the
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state treasurer as may be agreed upon and assigned to such divisions,
respectively, by the state treasurer.

Subd. 5. Additional securities acceptable for deposit. When
the laws of the state require that an insurance company shall main-
tain a deposit with the commissioner, this deposit, in addition to the
securities heretofore authorized by law, may consist, in whole or in
part, of federal farm loan bonds, or, if approved by the commission-
er, of loans upon leasehold estates in improved real property for a
term of 99 years or more where 40 years or more of the term is un-
expired and where unencumbered except by rentals accruing there-
from to the owner of the fee, and where the mortgagee is entitled
to be subrogated to all the rights under the leasehold; provided, that
no loan on such real property or such leasehold estate shall exceed
50 percent of the fair market value thereof at the time of such loan,
and a certificate of the value of such property shall be executed be-
fore making such loan by the person or persons making or authoriz-
ing such loan on behalf of the corporation, which certificate shall be
recorded on the books of the company.

Sec. 11. [60A.11] Investments for domestic companies.
Subdivision 1. Requirement for payment of capital stock. The
capital of every stock company shall be paid in full, in cash, within
six months from the date of its certificate of incorporation, and
thereupon a majority of the directors shall certify, under oath, to
the commissioner that such payment, in cash, has been made by the
stockholders for their respective shares, and is held as the capital of
the company, and until then no policy shall be issued.

Subd. 2. Securities and loans. Except as otherwise provid-
ed by law, the funds of every domestic company shall be invested in,
or loaned upon, one or more of the following kinds of securities or
property, and under the restrictions and conditions specified in this
subdivision:

(1) Bonds or treasury notes or other obligations of the
United States; obligations guaranteed by the United States; obliga-
tions payable in United States dollars issued or fully guaranteed by
International Bank for Reconstruction and Development not exceed-
ing in aggregate face amount five percent of the total admitted as-
sets of such company; national or state bank stock; interest-bearing
bonds or certificates of indebtedness or other obligations at market
value of this or any other state, or any governmental subdivision or
municipal corporation in this or any other state, or of the Dominion
of Canada or any province or any governmental subdivision or mu-
nicipal corporation thereof, having legal authority to issue the same,
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at market value; or debentures issued by the Federal Housing Ad-
ministrator or obligations of national mortgage associations;

(2) Notes or bonds secured by first mortgage, or trust deed
in the nature thereof, on improved real estate in this or any other
state, or in the Dominion of Canada, having a value of at least 50
percent more than the amount of the loan secured thereby or, when
the loan is to be fully amortized by installment payments of principal
and interest at least annually over a period of not to exceed. 30 years,
of at least 33V6 percent more than the amount of such loan, not in-
cluding buildings unless insured by policies payable to and held by
the security holder, or by a trustee for the security holder: or notes
or bonds secured by mortgage, or trust deed in the nature thereof,
or other obligations which the United States or any agency or in-
strumentality thereof has insured or guaranteed or made a commit-
ment to insure or guarantee;

(3) Common stocks upon which dividends of not less than
three percent of par or stated value have been regularly paid for
three years immediately preceding the investment, or which (1) over
the five completed fiscal years immediately preceding date of pur-
chase earned an average amount per annum applicable to dividends
at least equal to six percent of the par value (or in case of common
stock having no par value, of the issued or stated value of such
stock) outstanding at date of purchase, and (2) earned such
amount during each of three of said five fiscal years; and bonds,
not in default, at market value, of any corporation incorporated by
or under the laws of the United States, or any state, or the Dominion
of Canada, or any province thereof; or preferred stocks at market
value of any solvent corporation incorporated by or under the laws
of the United States or any state, or the Dominion of Canada or any
province thereof provided such corporation's net income available
for fixed charges after deducting federal and state income taxes must
have averaged for the five fiscal years preceding investment at least
1 Vi times the sum of annual fixed charges, contingent interest and
preferred dividends, all computed as of the date of investment; and
upon which bonds or preferred stocks, interest, or dividends have not
been in arrears for an aggregate of 90 days within the preceding three
years; or in the stock or guaranty fund certificates of any insurance
company, whether previously existing or in process of being or-
ganized and whether or not engaged in writing the same type of in-
surance as the acquiring corporation, which investment must be ap-
proved by the commissioner; or in the stock or bonds of any real
estate holding company, which investment must be approved by the
commissioner, whose real estate is used, in whole or in part, in the
transacting of the insurance business of such insurance company,
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either directly or by reinsurance, or in the fee to real estate used, in
whole or in part, in such business; or in the stock or bonds of any
corporation owning investments in foreign countries used for pur-
poses of legal deposit, when the insurance company transacts busi-
ness therein direct or as reinsurance;

(4) Promissory notes maturing within six months, secured
by the pledge of warehouse receipts issued against commodities de-
posited in public warehouses; at the time of investing in such notes
the market value of the commodities shall exceed the indebtedness
secured thereby and the note or pledge agreement shall provide that
the holder may call for additional like security or sell the commodi-
ties without notice upon depreciation of the security; the insurance
company may accept, in lieu of the deposit with it of the ware-
house receipts, a trustee certificate issued by any national or state
bank at a terminal point, certifying that the warehouse receipts have
been deposited with it and are held as security for the notes; the
amount invested in the securities mentioned herein shall not, at any
time, exceed 25 percent of the capital stock of the company; and

(5) Notes, debentures, or evidences of indebtedness other
than bonds issued or guaranteed by a corporation organized under
the laws of the United States or any state thereof, or the Dominion
of Canada or any province thereof, which, (1) over the five com-
pleted fiscal years immediately preceding date of purchase, earned
an average amount per annum applicable to dividends at least equal
to four percent upon the par value (or in case of stock having no
par value, then upon its issued or stated value) of all its capital
stock outstanding in each of such five years and (2) earned such
amount during each of three of said five fiscal years. No investment
shall be made under this clause upon which any interest obligation is
in default or which has been in default for an aggregate of 90 days
within the immediately preceding three-year period.

(6) Loans on pledge of any such securities, but not exceed-
ing 80 percent of the market value of stocks or other securities and
95 percent of the market value of bonds specified in clause (1); and
in all loans reserving the right at any time to declare the indebtedness
due and payable when in excess of such proportion or upon depreci-
ation of security.

Subd. 3. Debentures of farm mortgage debenture compan-
ies. The debentures of farm mortgage debenture companies shall
be lawful investments for any trust company, life or fire insurance
comnanv organized under the laws of this state, and for trust funds
in charee of anv trustee, unless expressly restricted bv the person
or persons creating such trust; provided, that not more than 20 per-
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cent of the capital of any such company or of any such trust funds
may be so invested.

Subd. 4. Requirements for investment in bonds of foreign
countries. Any domestic insurance company authorized to transact
the business of fire insurance or fire and marine insurance, and
lawfully transacting business in any foreign state or country, may
invest its funds in the bonds or other equivalent obligations issued by
the national government of the foreign state or country, and for the
payment of which the faith and credit of the foreign state or country
is pledged.

Subd. 5. Additional investments permitted. The funds of
any insurance company or fraternal beneficiary association, organized
under the laws of this state or licensed to do business therein, in ad-
dition to the investments already authorized by law, may be invested
in federal farm loan bonds, or, if approved by the commissioner, in
loans upon leasehold estates in improved real property for a term
of 99 years or more where 40 years or more of the term is unexpired
and where unencumbered except by rentals accruing therefrom to
the owner of the fee, and where the mortgagee is entitled to be sub-
rogated to ah1 the rights under the leasehold; provided, that no loan
on such real property or such leasehold estate shall exceed 50 per-
cent of the fair inarket value thereof at the time of such loan, and a
certificate of the value of such property shall be executed before mak-
ing such loan by the person or persons making or authorizing such
loan on behalf of the corporation, which certificate shall be recorded
on the books of the company.

Subd. 6. Real estate. The real estate acquired or held by
any domestic company for the convenience and accommodation of
its business shall not exceed in value 25 percent of its cash assets;
nor shall any foreign company acquire or hold for like" purposes
real property in this state in greater proportion. Any domestic insur-
ance company, after having secured approval of the commissioner of
insurance therefor, may also acquire and hold real estate for the
sole purpose of providing necessary homes and living quarters for
its employees. Such real estate shall never exceed three percent of
the company's cash assets as shown by its annual statement last filed
with the commissioner of insurance. All real property which shall
not be necessary for its accommodation in the convenient transac-
tion of its business, or the housing of its employees, shall be sold
and disposed of within five years after the same shall have ceased
to be necessary for the accommodation of its business, or the
housing of its employees, and it shall not hold this property for a
longer period unless it shall procure a certificate from the commis-
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sioner of insurance that its interest will suffer materially by the
forced sale thereof, in which event the time for sale may be extended
to such time as the commissioner shall direct in the certificate.

Subd. 7. Investments in own corporate name and prohibi-
tions. All of the funds of an insurance company shall be invested
in its corporate name, and no officer, director, or member of any
committee passing on investments shall borrow any of such funds, or
become, directly or indirectly, liable as a surety or endorser for or
on account of loans thereof to others, or receive to his own use any
fee, brokerage, commission, gift, or other consideration for, or on
account of, any loan made by or on behalf of the company.

Sec. 12. [60A.12] Assets and liabilities. Subdivision 1.
Valuation and admissibility of life company assets. In valuing
the assets which compose the legal reserve of a life company, its
real estate, stocks, and bonds shall be so rated that the average an-
nual income thereof shall not be less than three percent, and if any
asset produces less it shall be rated at its value upon a three percent
basis. Loans and credits shall not be allowed for more than their
face value, nor shall any asset be appraised for more than its market
value. Only such assets shall be allowed as are available for payment
of losses in this state, including an electronic computer or data pro-
cessing machine or system heretofore or hereafter purchased for
use in connection with the business of a life company, provided such
machine or system shall have an original cost of not less than one
hundred thousand dollars nor more than three percent of the ad-
mitted assets of (he company and such cost shall be amortized in
full over a period not to exceed ten full calendar years. Any deposit
or fund set apart as security for a particular liability may be set off
to an amount not exceeding such liability. .The amount of any in-
terest bearing lien against any policy or loan thereon, not exceeding
the net value or premium reserve of such policy, computed under
the provisions of this article, may likewise be allowed against lia-
bility thereunder. Stockholders' obligations of any description shall
not be rated as part of the assets of any company, unless secured by
sufficient approved collateral.

Subd. 2. Admitted assets of insurance companies other than
life. The admitted assets of an insurance company other than life
shall include, in addition to all other admitted assets, an electronic
computer or data processing machine or system heretofore or here-
after purchased for use in connection with the business of the com-
pany, provided that such machine or system shall have an original
cost of not less than $100,000 nor more than three percent of the
admitted assets of the company and such cost shall be amortized in
full over a period not to exceed ten full calendar years.
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Subd. 3. Valuation of evidences of indebtedness. All
bonds or other evidences of debt, having a fixed term and rate, held
by an insurance company or fraternal beneficiary association author-
ized to do business in this state may, if amply secured and not in de-
fault as to principal and interest, be valued as follows: If purchased
at par, at the par value; if purchased above or below par, on the
basis of the purchase price adjusted so as to bring the value to par
at maturity and so as to yield, in the meantime, the effective rate of
interest at which the purchase was made; provided, that the purchase
price shall in no case be taken at a higher figure than the actual
market value at the time of purchase; and, provided, that the com-
missioner shall have full discretion in determining the method of cal-
culating values according to the foregoing rule. If the notes or bonds
secured by mortgage or trust deed in the nature thereof which the
federal housing administrator has insured, or made a commitment to
insure, are purchased above par, they may, if not in default as to
principal and interest, be valued during the first five years after pur-
chase on the basis of the purchase price adjusted in equal annual
instalments to bring the value to par at the end of five years.

Subd. 4. Unearned premiums reserve. (1) For com-
panies other than life or title. To determine the policy liability of
any company other than life or title insurance, and the amount the
company shall hold as reserve, the commissioner shall take 50 per-
cent of the aggregate premiums, on policies running one year or less
from date of policy, and a pro rata rate amount on policies running
more than one year from date of policy, except upon inland and
marine risks, which he shall compute by charging 50 percent of the
amount of premium written in its policies upon yearly risks and upon
risks covering more than one passage not terminated, and the full
amount of premiums written in policies upon all other inland and
marine risks not terminated. In case of any fire and marine com-
pany with less than $200,000 capital admitted to transact in this
state fire business only, the full amount of premiums written in its
marine and inland navigation and transportation policies shall be
charged as liability.

(2) Special provisions for mutual fire companies with a con-
tingent liability. In case of a mutual fire insurance company with
a policyholders' contingent liability fixed by its bylaws and in its pol-
icies as provided by law, to determine the amount of this reinsurance
reserve, the commissioner shall take 25 percent of the aggregate pre-
miums running one year or less from date of policy, and 50 percent
of the pro rata amount on policies running more than one year from
date of policy.

(3) Casualty companies writing liability or workmen's corn-
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pensation. In case of a casualty insurance company writing insur-
ance against loss or damage resulting from accident to or injuries
suffered by an employee or other person and for which the insured
is liable, and under insurance against loss from liability on account
of the death of or injury to an employee not caused by the negli-
gence of an employer, he shall charge as a liability, in addition to the
capital stock and all other outstanding indebtedness of the corpora-
tion:

The premium reserve on policies in force, equal to 50 percent
of the gross premiums charged for covering the risks; provided, that
the commissioner may, in his discretion, charge a premium reserve
equal to the unearned portions of the gross premiums charged, com-
puted on each respective risk from the date of the issuance of the
policy.

(4) Provision for annual payment term policies. A policy
for a term of years on which the premium is payable annually shall be
considered a policy for one year.

Subd. 5. Loss reserves. (1) For other than liability and
workmen's compensation. The reserve for outstanding losses, other
than compensation and liability, at least equal to the aggregate esti-
mated amounts due or to become due on account of all losses and
claims of which the corporation has received notice; provided, that
such loss reserve shall also include the estimated liability on any
notices received by the corporation of the occurrence of any event
which may result in a loss, and the estimated liability for all losses
which have occurred but on which no notice has been received; (for
the purpose of such reserves, the corporation shall keep a complete
and itemized record showing all losses and claims on which it has
received notice, including all notices received by it of the occurrence
of any event which may result in a loss.)

(When, in the judgment of the commissioner, the loss reserves,
calculated in accordance with the foregoing provisions, are inade-
quate, he may, in his discretion, require the corporation to maintain
additional reserves).

(2) For liability losses. The reserve for outstanding losses
under insurance against loss or damage from accident to or injuries
suffered by the employee or other person and for which the insured
is liable, computed as follows:

(a) For all liability suits being defended under policies writ-
ten more than

(aa) ten years prior to the date as of which the statement
is made, $1,500 for each suit;
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(bb) five, and less than ten, years prior to the date as of
which the statement is made, $1,000 for each suit;

(cc) three, and less than five, years prior to the date as of
which the statement is made, $850 for each suit;

(b) For all liability policies written, during the three years
immediately preceding the date as of which the statement is made,
such reserve shall be 60 percent of the earned liability premium of
each of such three years, less all loss and loss expense payments
made under liability policies written in the corresponding years; but,
in any event, such reserve shall, for the first of such three years, be
not less than $750 for each outstanding liability suit on that year's
policies.

(3) For compensation claims. The reserve for outstanding
losses under insurance against loss from liability on account of the
death of or injury to an employee not caused by the negligence of
an employer computed as follows:

(a) For all compensation claims under policies written more
than three years prior to the date as of which the statement is
made, the present values, at four percent interest, of the determined
and the estimated future payments;

(b) For all compensation claims under policies written in
the three years immediately preceding the date as of which the state-
ment is made, such reserve shall be 65 percent of the earned com-
pensation premiums of each of such three years, less all loss and
loss expense payments made in connection with such claims under
policies written in the corresponding years; but in any event, in the
case of the first year of any such three-year period, such reserve shall
be not less than the present value, at four percent interest, of the
determined and the estimated unpaid compensation claims under
policies written during such year.

Subd. 6. Unallocated loss expense payments. (1) Lia-
bility. All unallocated liability loss expense payments made in a
given calendar year subsequent to the first four years in which an
insurer has been issuing liability policies shall be distributed as fol-
lows: 35 per cent shall be charged to the policies written in that
year, 40 percent to the policies written in the preceding year, ten per-
cent to the policies written in the second year preceding, ten percent
to the policies written in the third year preceding, and five percent
to the policies written in the fourth year preceding; and such pay-
ments made in each of the first four calendar years in which an
insurer issues liability policies shall be distributed as follows: in the
first calendar year 100 percent shall be charged to the policies writ-
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ten in that year, in the second calendar year- 50 percent shall be
charged to the policies written in that year and 50 percent to the
policies written in the preceding year, in the third calendar year 40
percent shall be charged to the policies written in that year, 40
percent to the policies written in the preceding year, and 20 percent
to the policies written in the second year preceding, and in the fourth
calendar year 35 percent shall be charged to the policies written in
that year, 40 percent to the policies written in the, preceding year, 15
percent to the policies written in the second year preceding, and ten
percent to the policies written in the third year preceding, and a
schedule showing such distribution shall be included in the annual
statement.

(2) Workmen's compensation. All unallocated compensa-
tion loss expense payments made in a given calendar year subse-
quent to the first three years in which an insurer has been issuing
compensation policies shall be distributed as follows: 40 percent
shall be charged to the policies written in that year, 45 percent to
the policies written in the preceding year, ten percent to the poli-
cies written in the second year preceding, and five percent to the
policies written in the third year preceding; and such payments made
in each of the first three calendar years in which an insurer issues
compensation policies shall be distributed as follows: in the first cal-
endar year 100 percent shall be charged to the policies written in
that year, in the second calendar year 50 percent shall be charged
to the policies written in that year, and 50 percent to the policies
written in the preceding year, in the third calendar year 45 percent
shall be charged to the policies written in that year and 45 percent
shall be charged to policies written in the preceding year and ten
percent to the policies written in the second year preceding, and a
schedule showing such distribution shall be included in the annual
statement.

Subd. 7. Liability and workmen's compensation reserves sub-
ject to increase. When, in the judgment of the commissioner, the
liability or compensation loss reserves of any insurer under his su-
pervision, calculated in accordance with the foregoing provisions, are
inadequate, he may, in his discretion, require such insurer to main-
tain additional reserves based upon estimated individual claims or
otherwise.

Subd. 8. Liability and workmen's compensation experience to
be included in annual statement. Each insurer that writes liability
or compensation policies shall include in the annual statement re-
quired by law a schedule of its experience thereunder in such form
as the commissioner may prescribe.
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Subd. 9. Exemption. This section shall not apply to farm-
ers' mutual insurance companies.

Sec. 13. [60A.13] Annual statement, inquiries, abstracts,
publication thereof. Subdivision 1. Annual statements required.
Every insurance company, including fraternal beneficiary associa-
tions, doing business in this state, shall transmit to the commissioner,
annually, on or before March first, upon blanks furnished by him, a
verified statement of its entire business and condition during the pre-
ceding calendar year, but limited in case of a foreign company, ex-
cept one engaged in life insurance, to its business and condition in
the United States. Such statements shall also contain in a separate
verified schedule, all details required by law for assessment, for taxa-
tion. Such statement shall be in such form and shall contain such
matters as the commissioner shall prescribe, and it may be varied as
to different types of insurers, as shall seem to him best adapted to
elicit a true exhibit of the condition of each such insurer.

Subd. 2. Commissioner may inquire and require reply under
oath. The commissioner may also address to any insurer, includ-
ing fraternal beneficiary associations, township mutuals and interin-
surance exchanges, or its officers, any inquiry in relation to its trans-
actions or conditions, or any matter connected therewith. Every in-
surer, or person so addressed, shall reply in writing to such inquiry
promptly and truthfully, and such reply shall be verified, if required
by the commissioner, by such individual or by such officer or officers
of an insurer as he shall designate.

Subd. 3. Abstract prepared and publication. If approved
by the commissioner, a summary of such statement, prepared by the
commissioner, together with a certificate of approval, shall be pub-
lished, and proof of publication filed with him before September
first, following, in default whereof he shall have such publication
and proof made at the expense of the company.

Subd. 4. Required publication. (1) In legal newspaper.
The publication required by this section shall be made in the place
of the company's home office, if within the state, otherwise in each
of the three most populous counties of the state, and in all cases
at least three times, and in a legal newspaper, conforming to the re-
quirements of sections 331.06 to 331.09, which shall accept and pub-
lish such advertisement, at the rates prescribed by law for legal pub-
lications. This newspaper shall be entitled to charge and receive for
the publication not to exceed the rate prescribed by law for legal
publications. Resident mutual insurance companies shall publish the
statement in the legal newspaper in the county of the company's
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home office where there is no legal newspaper published in the place
where the home office is situated.

This clause shall in nowise repeal, modify, amend, or affect
clause (2) of this subdivision.

(2) In insurance trade journal. The publication of the
summaries of the annual statements of insurance companies, as re-
quired by the provisions of this section, may be made in any in-
surance trade journal, as defined in this clause, if the owner, or pro-
prietor, or publisher will accept and publish the same at the rates
prescribed by law for legal publications, with the same force and
effect and in lieu of the publication thereof hi a newspaper, as de-
fined in and required by the provisions of clause (1).

Any publication authorized by the provisions of this clause may
be made in any insurance trade journal for the county in which it
has its permanent office of publication, if it comply with the follow-
ing requirements: such journal must have been published continu-
ously for ten years prior to any such publication, it must be circu-
lated to a bona fide list of paid subscribers, it must be published to
disseminate solely unbiased information relative to all phases of the
business of insurance underwriting, and shall not in any way or de-
gree be owned or controlled by any insurance company or organiza-
tion, and the owner of the same shall have filed with the commis-
sioner an affidavit setting forth the existence of the conditions herein-
before specified.

Subd. 5. Renewal license based on approved statement.
Upon the approval of the statement the commissioner shall issue a
renewal license for the succeeding year beginning June first. Any li-
cense to a company or its agent, issued after the approval of the
statement, shall expire May thirty-first of the year following.

Subd. 6. Company or agent cannot continue business unless
statement is filed. No company or agent thereof shall transact any
new business in this state after May thirty-first hi any year unless it
shall have previously transmitted such statement to the commissioner.

Subd. 7. Exceptions. (1) To file statement. No fra-
ternal beneficiary association, nor any social corporation paying only
sick benefits not exceeding $250 in any one year, or funeral bene-
fits, 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, shall
be required to make such statements.

(2) To prepare abstract and publish. The commissioner
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shall not be required to prepare abstracts of the annual statement
of fraternal beneficiary associations and reciprocal or interinsurance
exchanges, nor shall such associations or exchanges be required to
publish an abstract or summary of the statement.

Sec. 14. [60A.14] Fees. Subdivision 1. Fees other
than examination fees. In addition to the fees and charges pro-
vided for examinations, there shall be paid to the commissioner, and
by him accounted for and paid into the state treasury, the following
fees:

(1) By township mutual fire insurance companies. By
township mutual fire insurance companies:

(a) For filing certificate of incorporation or amendments
thereto, $5;

(b) For filing annual statements, $7.50;

(c) For each annual certificate of authority, $7.50;

(d) For filing bylaws and amendments thereto, $5.

(2) By other domestic and foreign companies including fra-
ternals and reciprocal exchanges. By other domestic and foreign
companies including fraternals and reciprocal exchanges:

(a) For filing certified copy of certificate or articles of in-
corporation, $30;

(b) For filing annual statement, $30;

(c) For filing certified copy of amendment to certificate or
articles of incorporation, $20;

(d) For filing bylaws or amendments thereto, $5;

(e) Each company's certificate of authority, $10, annually;

(f) For abstract or summary of annual statement for publica-
tion when required, $20.

(3) General fees. General fees:

(a) For each certificate, including certified copy of certifi-
cate of authority, renewal, valuation of life policies, corporate con-
dition or qualification, $2.50;

(b) For each copy of paper on file in his office 25 cents per
page, and $2.50 for certifying the same;
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(c) For license to procure insurance in unadmitted foreign
companies, $10;

(d) For receiving and forwarding copy of summons or proc-
ess served upon commissioner of insurance, as attorney for any in-
surance company, including reciprocal exchanges, $3 (which amount
shall be paid by the party serving same and may be taxed as other
costs in the action);

(e) For valuing the policies of life insurance companies, one
cent per one thousand of insurance so valued;

(The commissioner may, in lieu of a valuation of the policies
of any foreign life insurance company admitted, or applying for ad-
mission, to do business in this state, accept a certificate of valuation
from such company's own actuary or from the commissioner of in-
surance of the state or territory in which such company shall be
domiciJed);

(f) For receiving and filing certificates of valuation of poli-
cies by the company's actuary, or by the commissioner of insurance
of any other state or territory, $50.

(4) Fees to be paid into state treasury. All fees received
by the commissioner pursuant to the provisions of this section shall
be paid by him into the state treasury.

Subd. 2, Retaliatory provisions. When, by the laws of any
other state or nation, any fines, penalties, licenses, or fees additional
to, or in excess of, those imposed by this section upon foreign insur-
ance companies and their agents, are imposed upon insurance com-
panies 'of this state or their agents doing business in such state, the
same fines, penalties, licenses, and fees shall be imposed upon all in-
surance companies of that state and their agents doing business in
this state, so long as such laws of such other state remain in force.

Sec. 15. [60A.15] Taxation of insurance companies.
Subdivision 1. Domestic and foreign companies other than town
and farmers* mutual and domestic mutuals other than life. Every
domestic and foreign company, except town and farmers' mutual in-
surance companies and domestic mutual insurance companies other
than life, shall pay to the state treasurer on or before March 1 an-
nually a sum equal to two percent of the gross premiums less return
premiums on all direct business received by it in this state, or by its
agents for it, in cash or otherwise, during the preceding calendar
year, excepting premiums written for marine insurance as specified
in subdivision 6. If unpaid by such date a penalty of ten percent

Changes or additions indicated by italics, deletions by strikeout;



395 Art. 1J OF MINNESOTA FOR 1967 637

shall accrue thereon, and thereafter such sum and penalty shall draw
interest at the rate of one percent per month until paid.

Subd. 2. Domestic mutual insurance companies. Every do-
mestic mutual insurance company shall pay to the state treasurer
on or before March 1 annually a sum equal to two percent of the
gross direct fire premiums on policies effective subsequent to Janu-
ary 1, 1930, less return premiums on all direct business received by
it, or by its agents for it, in cash or otherwise, during the preceding
calendar year upon business written in any municipality in this state
maintaining an organized fire department, and in any municipality
served by any such organized fire department under contract; pro-
vided that the existence of such department has been certified to the
commissioner and if not paid on or before March 1 a penalty of
ten percent shall accrue thereon, and thereafter such sum and pen-
alty shall draw interest at the rate of one percent per month until
paid.

Subd. 3. Township and farmers' mutual insurance companies.
Every township and farmers' mutual insurance company shall pay
to the state treasurer on or before March 1 annually, a sum equal to
two percent of the gross direct fire premiums, on policies effective
subsequent to June 30, 1935, less return premiums, on all direct
business received by it, or by its agents for it, in cash or otherwise,
during the preceding calendar year upon business written in any mu-
nicipality in this state maintaining an organized fire department,
and in any municipality served by any such organized fire depart-
ment under contract; provided the existence of such department has
been certified to the commissioner and if not paid on or before March
1 a penalty of ten percent shall accrue thereon, and thereafter such
sum and penalty shall draw interest at the rate of one percent per
month until paid.

Subd. 4. Return premiums defined. "Return premiums",
as used in this section, means any dividend or any unused or un-
absorbed portion of premium deposit or assessment that shall be ap-
plied toward the payment of any premium, premium deposit, or as-
sessment due from the policyhholder or member upon a continuance
or renewal of the insurance on account of which such dividend was
earned or premium deposit or assessment paid and any portion of
premium returned by the company upon cancellation or termination
of a policy or membership, except surrender values paid upon the
cancellation and surrender of policies or certificates of life insur-
ance.

Subd. 5. Municipality defined. As used in this section "mu-
nicipality" means a city of any class, a village, a borough, a town,
or a township.
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Subd. 6. Marine insurance companies. Every domestic and
foreign company shall pay to the state treasurer on or before June 1
annually a sum equal to five percent of its taxable underwriting
profit, ascertained as hereinafter provided, with respect to all insur-
ance written within this state, during the preceding calendar year,
upon hulls, freights, or disbursements, or upon goods, wares, mer-
chandise and all other personal property and interests therein, in
course of exportation from, importation into any country, or trans-
portation coastwise, including transportation by land or water from
point of origin to final destination in respect to, appertaining to, or
in connection with, any and all risks or perils of navigation, transit
or transportation, and while being prepared for, and while awaiting
shipment, and during any delays, storage, transshipment or reship-
ment incident thereto, including war risks and marine builder's risks.
If unpaid by such date a penalty of ten percent shall accrue thereon,
and thereafter such sum and penalty shall draw interest at the rate
of one percent per month until paid.

The underwriting profit on such insurance written within this
state shall be that proportion of the total underwriting profit of
such insurer from such insurance written within the United States
which the amount of net premiums of such insurer from such insur-
ance written within this state bears to the amount of net premiums
of such insurer from such insurance written within the United States.

The underwriting profit of such insurer on such insurance writ-
ten within the United States shall be determined by deducting from
the net earned premiums on such marine insurance written within
the United States during the taxable year, meaning thereby the cal-
endar year next preceding the date on which such tax is due, the fol-
lowing items:

(a) Net losses incurred,. meaning gross losses incurred dur-
ing such calendar year under such marine insurance contracts writ-
ten within the United States, less reinsurance claims collected or col-
lectible and less net salvages or recoveries collected or collectible
from any source applicable to the corresponding losses under such
contracts:

(b) Net expenses incurred in connection with such marine
contracts, including all state and federal taxes in connection there-
with; but in no event shall the aggregate amount of such net expenses
deducted exceed forty percent of the net premiums on such marine
insurance contracts, ascertained as hereinafter provided; and

(c) Net dividends paid or credited to policyholders on such
marine insurance contracts.
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In determining the amount of such tax, net earned premiums on
such marine insurance contracts written within the United States dur-
ing the taxable year shall be arrived at as follows:

From gross premiums written on such contracts during the tax-
able year deduct- any and all return premiums, premiums on policies
not taken, premiums paid for reinsurance of such contracts and net
unearned premhims on all such outstanding contracts at the end of
the taxable yeaf; and add to such amount net unearned premiums
on such outstanding marine insurance contracts at the end of the
calendar year next preceding the taxable year.

In determining the amount of such tax, net expenses incurred
shall be determined as the sum of the following:

(d) Specific expenses incurred on such marine insurance busi-
ness, consisting of all commissions, agency expenses, taxes, licenses,
fees, loss adjustment expenses, and all other expenses incurred di-
rectly and specifically in connection with such business, less recov-
eries or reimbursements on account of or in connection with such
commissions or other expenses collected or collectible because of
reinsurance or from any other source.

(e) General expenses incurred on such marine insurance
business, consisting of that proportion of general or overhead ex-
penses incurred in connection with such business which the net pre-
miums on such marine insurance written during the taxable year
bear to the total net premiums written by such insurer from all
classes of insurance written by it during the taxable year. Within
the meaning of this paragraph, general or overhead expenses shall
include salaries of officers and employees, printing and stationery, all
taxes of this state and of the United States, except as included in
paragraph (d) last above, and all other expenses of such insurer,
not included in paragraph (d) last above, after deducting expenses
specifically chargeable to any or all other classes of insurance busi-
ness.

In determining the amount of such tax, the taxable underwrit-
ing profit of such insurer on such marine insurance business written
within this state, shall be ascertained as follows:

(f) In the case of every such insurer which has written any
such business within this state during three calendar years immedi-
ately preceding the year in which such taxes were payable, the tax-
able underwriting profit shall be determined by adding or subtracting,
as the case may be, the underwriting profit or loss on all such in-
surance written within the United States, ascertained as hereinbefore
provided, for each of such three years, and dividing by three.
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(g) In the case of every such insurer other than as specified
in paragraph (f) last above, such taxable underwriting profit, if any,
shall be the underwriting profit, if any, on such marine insurance
business written within this state during the taxable year, ascertained
as hereinbefore provided; but after such insurer has written such
marine insurance business within this state during three calendar
years, an adjustment shall be made on the three year average basis
by ascertaining the amount of tax payable in accordance with para-
graph (f) last above.

The tax hereinbefore provided shall be paid annually by every
insurer authorized to do in this state the business of marine insurance
during any one or more of the next preceding three calendar years,
and the calendar year next preceding such June first shall be deemed
the taxable year within the meaning of this section.

Every insurer liable to pay the tax hereinbefore provided shall,
on or before the first day of June in each year, file with the state
treasurer a tax return in the form prescribed by him.

The tax provided for in this section shall apply to the business
of the year ending December 31, 1952, and to subsequent years.

Subd. 7. These taxes are in lieu of all other taxes except
those on real property in this state. In the case of a domestic or
foreign company such sums are in lieu of all other taxes, except
those upon real property owned by it in this state, which is taxed
the same as like property of individuals.

Subd. 8. Examination of returns; assessments; refunds.
The commissioner of insurance shall, as soon as practicable after a
return required by this section is filed, examine the same and make
any investigation or examination of the company's records and ac-
counts that he may deem necessary for determining the correctness
of the return. The tax computed by him on the basis of such examina-
tion and investigation shall be the tax to be paid by such company.
If the tax found due shall be greater than the amount reported as
due on the company's return, the commissioner shall assess a tax in
the amount of such excess and the whole amount of such excess
shall be paid to the state treasurer within 30 days after notice of the
amount and demand for its payment shall have been mailed to the
company by the commissioner. If the understatement of the tax on
the return was false and fraudulent with intent to evade the tax, the
installments of the tax shown by the company on its return which
have not yet been paid shall be paid to the state treasurer within
30 days after notice of the amount thereof and demand for payment
shall have been mailed to the company by the commissioner. If the
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amount of the tax found due by the commissioner shall be less than
that reported as due on the company's return, the excess shall be
refunded to the company in the manner provided by section 15, sub-
division 12, (except that no demand therefor shall be necessary), if
they have already paid the whole of such tax, or credited against
any unpaid installment thereof; provided, that no refundment shall
be made except as provided in section 15, subdivision 12, after the
expiration of three and one-half years after the filing of the return.

If the commissioner examines returns of a company for more
than one year, he may issue one order covering the several years
under consideration reflecting the aggregate refund or additional tax
due.

The notices and demands provided for by section 15, subdivi-
sions 8 to 10, shall be in such form as the commissioner may deter-
mine (including a statement) and shall contain a brief explanation
of the computation of the tax and shall be sent by mail to the com-
pany at the address given in its return, if any, and if no such address
is given, then to the last known address.

Subd. 9. Failure to file return, false or fraudulent return
filed. If any company required by this section to file any return
shall fail to do so within the time prescribed or shall make, wilfully
or otherwise, an incorrect, false, or fraudulent return, it shall, on the
written demand of the commissioner of insurance, file such return, or
corrected return, within 30 days after the mailing of such written
demand and at the same time pay the whole tax, or additional tax,
due on the basis thereof. If such company shall fail within that time
to file such return, or corrected return, the commissioner shall make
for it a return, or corrected return, from his own knowledge and
from such information as he can obtain through testimony, or other-
wise, and assess a tax on the basis thereof, which tax (less any pay-
ments theretofore made on account of the tax for the taxable year
covered by such return) shall be paid within ten days after the com-
missioner has mailed to such company a written notice of the amount
thereof and demand for its payment. Any such return or assessment
made by the commissioner on account of the failure of the company
to make a return, or a corrected return, shall be prima facie correct
and valid, and the company shall have the burden of establishing its
incorrectness or invalidity in any action or proceeding in respect
thereto.

Subd. 10. Collection of tax. The tax required to be paid
by this section may be collected in an ordinary action at law by the
commissioner of insurance against the company. In any action com-
menced pursuant to this section, upon the filing of an affidavit of

Changes or additions indicated by italics, deletions by



642 SESSION LAWS [Chap.

default, the clerk of the district court wherein the action was com-
menced shall enter judgment for the state for the amount demanded
in the complaint together with costs and disbursements.

Subd. 11. Appeals. Either party to an action or a judg-
ment for the recovery of any taxes, interest, or penalties under sub-
division 10 hereof, may remove the judgment to the supreme court
by appeal, as provided for appeals in civil cases.

Subd. 12. Overpayments, claims for refund. (1) Pro-
cedure, time limit, appropriation. A company who has paid, vol-
untarily or otherwise, or from whom there has been collected an
amount of tax for any year in excess of the amount legally due for
that year, may file with the commissioner of insurance a claim for a
refund of such excess. Except as provided hi subdivision 11 no such
claim shall be entertained unless filed within two years after such tax
was paid or collected, or within three and one-half years from the
filing of the return, whichever period is the longer.

Upon the filing of a claim the commissioner of insurance shall
examine the same and shall make and file written findings thereon
denying or allowing the claim in whole or in part and shall mail a
notice thereof to the company at the address stated upon the return.
If such claim is allowed in whole or in part, the commissioner shall
issue his certificate for the refundment of the excess paid by the
company, with interest at the rate of two percent per annum com-
puted from the date of the payment or collection of the tax until
the date the refund is paid to the company, and the state auditor
shall cause such refund to be paid out of the proceeds of the taxes
imposed by this section, as other state moneys are expended. So
much of the proceeds of such taxes as may be necessary are hereby
appropriated for that purpose.

(2) Denial of claim, court proceedings. If the claim is de-
nied in whole or in part, the company may commence an action
against the commissioner to recover any overpayments of taxes
claimed to be refundable but for which the commissioner has issued
no certificate of refundment. Such action may be brought in the dis-
trict court of the district in which lies the county of its principal
place of business, or in the district court for Ramsey county. Such
action may be commenced after the expiration of six months after
the claim is filed if the commissioner has not then taken final action
thereon, and shall be commenced within 18 months after the notice
of the order denying the claim.

(3) Denial of claim, appeal. Either party to said action
may appeal to the supreme court as in other cases.
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(4) Consent to extend time. If the commissioner and the
company have within the periods prescribed in clause (1) consented
in writing to any extension of time for the assessment of the tax,
the period within which a claim for refund may be filed, or a refund
may be made or allowed, if no claim is filed, shall be the period with-
in which the commissioner and the company have consented to an
extension for the assessment of the tax and six months thereafter,
provided, however, that the period within which a claim for refund
may be filed shall not expire prior to two years after the tax was paid.

(5) Overpayments; refunds. If the amount determined to
be an overpayment exceeds the taxes imposed by this section the
amount of such excess shall be considered an overpayment. An
amount paid as tax shall constitute an overpayment even if in fact
there was no tax liability with respect to which such amount was
paid.

Notwithstanding any other provision of law to the contrary, in
the case of any overpayment the commissioner of insurance, within
the applicable period of limitations, shall refund any balance of more
than one dollar to such company if the company shall so request.

Subd. 13. No liability in case of compliance with laws of other
states. Each domestic insurance company, and its officers, direc-
tors, and trustees, may comply with any law of any state, territory,
or political subdivision of either, which imposes any license, or tax,
and pay same, unless, prior to such payment, such law is expressly
held invalid by the United States Supreme Court. No such company,
officer,, director, or trustee shall be subject to liability by reason of
any such compliance or payment either heretofore or hereafter made.

Sec. 16. [60A.16] Mergers and consolidations. Subdi-
vision 1. Scope. (1) Domestic insurance corporations. Any
two or more domestic insurance corporations, formed for any of the
purposes for which stock, mutual, or stock and mutual insurance
corporations might be formed under the laws of this state, may be

(a) merged into one of such domestic insurance corpora-
tions, or

(b) consolidated into a new insurance corporation to be
formed under the laws of this state.

(2) Domestic and foreign insurance corporations. Any
such domestic insurance corporations and any foreign insurance cor-
porations formed to carry on any insurance business for the conduct
of which an insurance corporation might be organized under the laws
of this state, may be
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(a) merged into one of such domestic insurance corpora-
tions, or

(b) merged into one of such foreign insurance corporations,
or

(c) consolidated into a new insurance corporation to be
formed under the laws of this state, or

(d) consolidated into a new insurance corporation to be
formed under the laws of the government under which one of such
foreign insurance corporations was formed, provided that each of
such foreign insurance corporations is authorized by the laws of the
government under which it was formed to effect such merger or
consolidation.

Subd. 2. Procedure to 'be followed. (I) Agreement.
The merger or consolidation of insurance corporations can be ef-
fected only as a result of a joint agreement entered into, approved,
and filed as follows:

(a) The board of directors of each of such insurance cor-
porations as desire to merge or consolidate may, by majority vote,
enter into a joint agreement signed by such directors and prescribing
the terms and conditions of merger or consolidation, the mode of
carrying the same into effect, with such other details and provisions
as are deemed necessary.

(b) The agreement shall be submitted to the shareholders or
members, as the case may be, of each of the merging or consolidating
insurance corporations, at a special meeting duly called for the pur-
pose of considering and acting upon the agreement, and if the hold-
ers of two-thirds of the voting power of the shareholders or mem-
bers present or represented at the meeting of each such insurance
corporation shall vote for the adoption of the agreement, then that
fact shall be certified on the agreement by the secretary of each in-
surance corporation, and the agreement so adopted and certified
shall be signed and acknowledged by the president and secretary of
each of said insurance corporations; provided, however, that in the
case of a merger the agreement need not be submitted to the share-
holders or members of that one of the insurance corporations into
which it has been agreed the others shall be merged, but the agree-
ment may be signed and acknowledged by the president and secre-
tary of such insurance corporation at the direction of the board of
directors.

(c) The agreement so adopted, certified and acknowledged
shall be delivered to the commissioner of insurance, who, if the
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agreement is reasonable and if the provisions thereof providing for
any transfer of assets and assumption of liabilities are fair and equita-
ble to the claimants and policyholders, shall place his certificate of
approval on the agreement and shall file the agreement in his office,
and a copy of the agreement, certified by the commissioner of in-
surance, shall be filed for record in the office of the secretary of
state and in the offices of the registers of deeds of the counties in
this state in which any of the corporate parties to the agreement
have their home or principal offices, and of any counties in which
any of the corporate parties have land, title to which will be trans-
ferred as a result of the merger or consolidation.

(2) Articles of incorporation of new company. (a) If
the joint agreement is for a consolidation into a new insurance cor-
poration to be formed under any law or laws of this state, articles of
incorporation for such new insurance corporation shall be prepared
and delivered to the commissioner of insurance together with the
agreement as provided in clause (1) hereof.

(b) Such articles shall be prepared, executed, approved, filed
and recorded in the form and manner prescribed in, or applicable
to, the particular law or laws under which the new insurance corpora-
tion is to be formed.

Subd. 3. Consummation of merger. (1) A merger of
one or more insurance corporations into a domestic insurance cor-
poration shall be effective when the joint agreement has been ap-
proved and filed in the office of the commissioner of insurance.

(2) A consolidation of insurance corporations into a new
domestic insurance corporation shall be effective when the joint
agreement and the new articles of incorporation have been approved
and filed in the office of the commissioner of insurance.

(3) A merger or consolidation of one or more domestic in-
surance corporations into a foreign insurance corporation shall be
effective according to the provisions of law of the jurisdiction in
which such foreign insurance corporation was formed, but not until
the joint agreement has been adopted, certified and acknowledged,
and copies thereof approved and filed in accordance with subdivi-
sion 2, clause (1).

Subd. 4. Effect of merger or consolidation. Upon the con-
summation of the merger or consolidation as provided in subdivi-
sion 3, the effect of such merger or consolidation shall be:

(J) That the several corporate parties to the joint agreement
shall be one insurance corporation, which shall be
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(a) in the case of a merger, that one of the constituent in-
surance corporations into which it has been agreed the others shall
be merged and which shall survive the merger for that purpose, or

(b) in the case of a consolidation, the new insurance cor-
poration into which it has been agreed the others shall be consoli-
dated;

(2) The separate existence of the constituent insurance cor-
porations shall cease, except that of the surviving insurance corpora-
tion in the case of a merger;

(3) The surviving or new insurance corporation, as the case
may be, shall possess all the rights, privileges and franchises pos-
sessed by each of the former insurance corporations so merged or
consolidated except that such surviving or new corporation shall not
thereby acquire authority to engage in any insurance business or
exercise any right which an insurance corporation may not be formed
under the laws of this state to engage in or exercise;

(4) All the property, real, personal and mixed, of each of
the constituent insurance corporations, and all debts due on what-
ever account to any of them, including without limitation subscrip-
tions for shares, premiums on existing policies, and other choses in
action belonging to any of them, shall be taken and be deemed to be
transferred to and invested in such surviving or new insurance cor-
poration, as the case may be, without further act or deed;

(5) The surviving or new insurance corporation shall be re-
sponsible for all the liabilities and obligations of each of the insur-
ance corporations merged or consolidated, in accordance with the
terms of the agreement for merger or consolidation; but the rights of
the creditors of the constituent insurance corporations, or of any per-
sons dealing with such insurance corporations shall not be impaired
by such merger or consolidation, and any claim existing or action
or proceeding pending by or against any of the constituent insurance
corporations may be prosecuted to judgment as if the merger or con-
solidation had not taken place, or the surviving or new insurance
corporation may be proceeded against or substituted in its place.

Subd. 5. Non-consenting shareholders. (1) When an
insurance corporation having capital stock has become a party to a
merger or consolidation agreement, as hereinbefore provided, any
shareholder of such an insurance corporation who voted against the
merger or consolidation at the meeting at which it was authorized,
may, at any time within 20 days after such authorization was given,
object thereto in writing and demand payment for his shares.
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(2) If, after such a demand by a shareholder, the insurance
corporation and the shareholder cannot agree upon the value of the
shares at the time the merger or consolidation was authorized, such
value shall be ascertained by three disinterested persons, one of
whom shall be named by the shareholder, another by the insurance
corporation and the third by the two thus chosen. The finding of
the appraisers shall be final, and if their award is not paid by the
insurance corporation within 30 days after it is made, it may be re-
covered in an action by the shareholder against the insurance corpo-
ration. The liability of the insurance corporation to the dissenting
shareholder for the value of his shares so agreed upon or awarded
shall also be a liability of the surviving or new insurance corporation,
as the case may be. Upon payment by the insurance corporation or
by the surviving or new corporation to the shareholder of the agreed
or awarded price of his shares, the shareholder shall forthwith trans-
fer and assign the shares held by him at, and in accordance with,
the request of the corporation.

(3) A shareholder shall not be entitled to payment for his
shares under the provisions of this subdivision unless the value of
the corporate assets which would remain after such payment would
be at least equal to the aggregate amount of its debts and liabilities
including outstanding capital stock.

Subd. 6. Disclosure of expenses; prohibitions and penalty.
All actual expenses and costs incident to proceedings under the pro-
visions of this section shall be paid by the surviving or new com-
pany and an itemized statement of the expenses and costs shall be
filed with the commissioner prior to his formal approval. No officer
of any such company or employee of the department of insurance,
shall receive any compensation, gratuity or otherwise, directly or in-
directly, for in any manner aiding, promoting, or assisting in such
consolidation or merger.

Any officer, director, or stockholder of any company, or any
employee of the state, violating, or consenting to the violation of,
the provisions of this subdivision 6 shall be punished by a fine of
not less than $10,000 and by imprisonment for not less than one
year.

Sec. 17. [60A.17] Agents; solicitors. Subdivision 1.
License required. No person shall act or assume to act as an in-
surance agent or solicitor in the solicitation or procurement of ap-
plications for insurance, nor in the sale of insurance or policies of
insurance, nor in any manner aid as an insurance agent or solicitor
in the negotiation of insurance by or with insurer, including resident
agents or reciprocal or interinsurance exchanges, except fraternal
beneficiary associations and township mutual companies, until such
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person shall obtain from the commissioner a license therefor, which
license shall specifically set forth the name of the person so author-
ized to act as agent or solicitor and the class or classes of insurance
for which he is authorized to solicit or countersign policies.

Subd. 2. License procedure and requirements. (1) Req-
uisition by insurer. A license to any person to act as insurance
agent shall only be granted by the commissioner, upon the written
requisition of an insurer, to a qualified person.

(2) Examination. To become qualified, a person shall
complete a written application furnished by the commissioner, and
he shall take and pass the examination prescribed for one or more
of the following lines of insurance: fire and marine, automobile, ac-
cident and health, life, general casualty, fidelity and surety, farm
windstorm and hail.

(3) Fees. Prior to his taking the examination, the appli-
cant shall transmit to the commissioner of insurance, by money
order or cashier's check payable to the state treasurer, a fee of $ JO
for taking the examination for one line of insurance and an addi-
tional $5 fee for each examination for additional lines of insurance
or for re-examination in any one line, provided however, the fee for
taking an examination for windstorm shall be only $5; but if such
agent takes a subsequent examination for any other line, his fee for
his first subsequent examination shall be $10.

The insurer shall remit for each agent a fee of $2 in the case of
a foreign insurer and 50 cents in the case of a domestic insurer. The
license issued shall expire May 31 of each year, unless renewed by
written request of the insurer with payment of renewal fee of $2 in
the case of a foreign insurer and 50 cents in the case of a domestic
insurer.

(4) Exceptions. (a) Any officer of a licensed insurer
may, without license or other qualification, act in its behalf in the
negotiation and consummation of insurance and appoint agents for
the company.

(b) Where the agent or solicitor has previously filed with
the commissioner such an application, the commissioner may renew
his license without requiring further application.

(c) No agent or solicitor licensed on January 1, 1944, shall
be required to take an examination to determine his competence to
transact business in the lines of insurance for which he was licensed
on that date.

Subd. 3. Brokerage business and non-resident. (1)
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Brokerage. Every insurance agent duly licensed to transact busi-
ness in this state shall have the right to procure the insurance of
risks, or parts of risks, in the class or classes of insurance for which
he is licensed in other insurers duly authorized to transact business
in this state, but such insurance shall only be consummated through
a duly licensed resident agent of the insurer taking the risk.

(2) Non-resident agents. A non-resident insurance agent
or solicitor placing insurance through a resident insurance agent of
this state shall be permitted to do so only when he shall have first
made written application for and procured from the commissioner a
license therefor, upon a form prescribed by the commissioner, upon
the payment of a fee of $10. The license shall expire one year from
its date and shall in no case be granted to a resident of any state
which does not permit the licensing of an agent of this state under
like circumstances.

Subd. 4. Solicitors. (1) Agent may employ. An in-
surance agent, duly authorized as such and representing one or more
insurers within this state, may employ such solicitors as he may de-
sire to represent him, but these solicitors shall not represent them-
selves, by advertisement or otherwise, as agents of the insurer or
insurers represented by their employer, and they shall in all instances
represent themselves only as solicitors for the insurance agents.

(2) Requirements. No person shall act, or assume to act,
as an insurance solicitor until he shall have obtained from the com-
missioner a license therefor, and paid a fee of $10, which license
shall be issued to him only on the requisition of an insurance agent
duly licensed in this state and the filing of the application and the
passing of the examinations required of agents.

Subd. 5. Unfit person not to be employed by insurer. No
insurer, its officers, agents, or managers, shall knowingly make ap-
plication to the commissioner for a license as agent on behalf of any
person who is known to the insurer, its officers, agents, or managers,
making the application, to be unfit or disqualified to be licensed as
an insurance agent, and immediately upon the discovery by the in-
surer, its officers, agents, or managers, having supervision of the
agent, of the unfitness or disqualification, the insurer, or the officers,
agents, or managers, shall forthwith request the commissioner, in
writing to revoke the license of this agent; nor shall any insurer re-
tain in its employ any agent known by it to be disqualified or unfit to
be licensed as an insurance agent, nor shall any agent retain in his
emplov as solicitor any person disqualified or unfit to be licensed
as such.

Subd. 6. Persons who shall not be licensed as agents or so-
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licitors. No person shall be licensed by the commissioner as an
insurance agent or solicitor if the commissioner shall be satisfied that
the person is incompetent or unqualified to act as an insurance agent
or solicitor, or that the person does not in good faith intend to carry
on the business of insurance agent or solicitor, or intends to secure a
license for the sole purpose of writing insurance upon his own life or
property; or that the person is untrustworthy or of bad moral char-
acter; or that the person has unreasonably failed to pay over to any
insurer, agent, or solicitor, or policyholder or member of any in-
surance company or association entitled thereto, the whole or any
part of any premium or return premium, or moneys or other thing
of value in his hands, arising out of any insurance transaction, and
due or payable to or belonging to any policyholder or other person,
firm or corporation; or that the person has wilfully misrepresented
to any person, firm or corporation the terms or conditions of any
policy or contract of insurance or the financial standing or condition
or manner of doing business of any insurer, agent, or solicitor; or
that the person has deceived or defrauded, or attempted to deceive
or defraud, any person, firm, or corporation in connection with any
insurance transaction, or that the person has been dishonest in con-
nection with any insurance transaction, or that the person has urged
or procured any person, firm, or corporation to lapse any policy or
contract of insurance in any company or association which is now or
has been licensed to do business in the state, to the damage of such
person, firm, or corporation, or that the person has violated any of
the provisions of the laws of this state in any way relating to insur-
ance or the transaction or negotiation of insurance, or insurance
agents or solicitors, or any lawful ruling of the commissioner.

Subd. 7. Revocation of license. (I) By commissioner.
The commissioner may at any time revoke the license of any in-
surance agent or solicitor or suspend the same for not less than 30
days if he shall be satisfied that any such licensee is not qualified
under the provisions of this section, and he shall give such notice
thereof as he deems will best protect the public.

(2) By company or agent. The license of any person as
aeent for any insurer shall likewise be revoked by the commissioner
when written request therefor is made by the insurer. The license
of any solicitor shall likewise be revoked when written request there-
for is made by the agent employing him or by the company whose
agent appointed him.

(3) Notice of revocation. Notice of the revocation or sus-
pension shall be given to the person, by mail, and shall be deemed
complete if the notice is deposited in the mails, postage prepaid, di-
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reeled to the person at his last known place of residence, as dis-
closed by the application for license on behalf of that person. Notice
of the revocation or suspension or the refusal of an agent's license
shall, in like manner, be given to the insurer which applied therefor.
Notice of the refusal of a solicitor's license shall, in like manner,
be given to the applicant therefor.

(4) Complaint, hearing, bond, reinstatement. The commis-
sioner, when he deems it advisable, may require any complaint made
against an insurance agent or solicitor to be in writing and sworn to
by the person making the same. When the commissioner shall deem
it advisable, and in all cases where the complaint or the agent or
solicitor requests the same in writing, the commissioner shall grant a
summary hearing in his office to determine whether or not the license
shall be refused, revoked, or suspended and, if an appearance shall
not be made at the hearing, the license of the person applying for
the same, or on whose behalf application for the same is made, or
who is complained against, shall be forthwith refused, revoked, or
suspended, as the case may be. When the license of any agent or
solicitor has been refused or revoked for cause, no new application
for a license shall be entertained by the commissioner for one year
thereafter, and then only upon condition that this person shall file
with the commissioner a good and sufficient bond, in the sum of
$5,000, for the protection of the citizens of the state, which bond
shall be maintained by the licensee hi full force and effect for a period
of five years immediately following the issuance of the license, un-
less the commissioner at his discretion shall after two years permit
the licensee to sooner terminate the maintenance and filing of such
bond.

(5) Unfitness of any person whose license has expired or
has been revoked by the insurer. Upon proper complaint the com-
missioner may, in like manner, determine the unfitness of any per-
son whose license as agent or solicitor has expired, or has been re-
voked upon the request of the insurer for which he was licensed, to
be thereafter licensed as insurance agent or solicitor, and record
thereof shall be made as in the case of revocation, refusal, or sus-
pension of an agent's or solicitor's license.

(6) Record of refusals, revocations or suspensions. The
commissioner shall keep a record of the name and address of every
person whose license as agent or solicitor has been refused, re-
voked, or suspended, together with a brief statement of the reasons
therefor and the facts connected therewith, which record shall be
open to public inspection.

Subd. 8. Redress of person aggrieved. Any person ag-
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grieved by any ruling or order of the commissioner may appeal
therefrom to any district court of the state by serving written notice
of such intention upon the commissioner, specifying the court, with-
in ten days after the same is made. The commissioner shall there-
upon file with the clerk of court a certified copy of his order or
ruling and findings of fact upon which the same are based, which
shall be prima facie evidence of the facts therein stated. Thereupon
the court shall summarily hear and determine the questions involved
on the appeal.

Subd. 9. Powers of commissioner. (1) Witnesses, books
and records. The commissioner shall have full power to summon
and compel the attendance of witnesses before him to testify in re-
lation to any matter which is, by the provisions of the laws of this
state relating to insurance, a subject of inquiry or investigation, and
may require the production of any book, paper, or document deemed
pertinent thereto. The summons shall be served in the same manner
and have the same effect as subpoenas from district courts of this
state. All witnesses summoned shall receive the same compensation
as is paid to witnesses in the district court, which shall be paid out
of the funds of the department of insurance, upon proper vouchers
for the same, signed by the commissioner; and the commissioner
shall, at the close of the hearing wherein the witness was sub-
poenaed, certify to the attendance and mileage of the witnesses,
which certificate shall be filed with the vouchers. All investigations
held by, or under the direction of, the commissioner may, in his dis-
cretion, be private, and persons other than those required to be pres-
ent may be excluded from the place where the investigation is held,
and witnesses may be kept separate and apart from each other and
not allowed to communicate with each other until they have been
examined.

(2) Administration of oaths. The commissioner and his
deputy or assistant commissioner are each hereby authorized and
empowered to administer oaths and affirmations to any person ap-
pearing as witness before them; and false swearing in any matter or
proceeding shall be perjury and punished as such.

(3) Contempt. Any witness who refuses to be sworn or
who refuses to testify, or who disobeys any lawful order of the com-
missioner, his deputy or assistant commissioner, in relation to any
investigation, or who fails or refuses to produce any paper, book,
or document touching any matter under examination, or who is
guilty of any contemptuous conduct, after being summoned to ap-
pear before him to give testimony in relation to any matter or sub-
ject under examination or investigation, may be summarily punished
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by the commissioner, his deputy or assistant commissioner, as for
contempt by a fine in a sum not exceeding $100.

Disobedience of any subpoenas in such proceeding, or contu-
macy of a witness, may, upon application of the commissioner, be
punished by any district court in the same manner as if the pro-
ceedings were pending in such court.

(4) Punishment as to agent, solicitor or insurer. The com-
missioner shall revoke the license of any agent or solicitor or in-
surer refusing or neglecting to appear or testify at any hearing held
before the commissioner, or failing or refusing to produce any books,
papers, or documents demanded by the commissioner, when these
persons have been notified by him, in writing, to so appear and
testify or produce books, papers, or documents at the hearing.

Subd. 10. Commissions or compensation. No commission
or other compensation shall be paid or allowed by any person, firm,
or corporation to any other person, firm, or corporation acting, or
assuming to act, as an insurance agent or solicitor without a license
therefor.

Subd. 11. Life company agents. Any person who shall so-
licit an application for insurance upon the life of another shall, in
any controversy between the assured or his beneficiary and the com-
pany issuing any policy upon such application, be regarded as the
agent of the company and not the agent of the assured.

Sec. 18. [60A.18] Sale by vending machines; scope and
requirements. Subdivision 1. No insurance shall be offered for
sale, issued or sold by or from any vending machine or appliance or
any other medium, device or object designed or used for vending
purposes, herein called a device, except as provided in this section.

Subd. 2. Resident insurance agents and solicitors licensed un-
der this section to solicit for and to sell policies of personal travel
accident insurance providing benefits for accidental bodily injury or
accidental death may also solicit applications for and issue or sell
such insurance by means of devices supervised by them and placed
in locations for convenience of the traveling public, upon the follow-
ing conditions only:

0) That each policy to be sold by or from a device is
reasonably suited for sale and issuance through a device, and that
use of such device therefor in a particular proposed location would
be of material convenience to the traveling public;

(2) That the type of device proposed to be used is reason-
ably suitable and practical for the purpose;
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. (3) That reasonable means, as determined by the commis-
sioner, are provided for informing the prospective purchaser of any
such policy of the benefits, limitations and exclusions of the policy,
the premium rates therefor, the name and address of the agent and
the name and home office address of the insuring company;

(4) That such device shall be so constructed and operated
that it shall retain, or shall be provided with a suitable place for
deposit and safe keeping of, a copy of the application, which shall
show the date of the application, name and address of the applicant
and the beneficiary, and the amount of insurance;

(5) , That no policy of insurance sold by or from a device
shall be for a period of time longer than the duration of a specified
one-way trip or round trip of not to exceed 180 days;

. (6) That such device shall have provided on it or immedi-
ately adjacent thereto, in a prominent location, adequate envelopes
for use of purchasers in mailing policies vended through such device,
or that the policy itself, if designed to permit such procedure, may
be mailed without an envelope; provided, however, the commis-
sioner may in writing delivered to the agent modify or waive these
requirements;

:, (7) That each such device shall be supervised, inspected and
tested by the agent with such frequency as may reasonably be neces-
sary or as may reasonably be required by the commissioner, and
should any device not be in good working condition the agent shall
promptly cause a notice to be displayed thereon that the same is out
of order, and cause said device to be promptly removed from serv-
ice "until it is in proper working order;

(8). That prompt refund by the agent is provided to each
applicant or prospective applicant of money deposited in any de-
fective device and for which no insurance, or a less amount than paid
for, is actually received;

(9) In addition to, and without limiting the general powers
of the commissioner to regulate and supervise insurance business in
this state, the commissioner may establish such other and additional
rules and regulations for types and locations of devices authorized
hereunder, their maintenance and operation and the methods to be
used by the agent in the solicitation and sale of insurance by means
of such devices as shall be reasonable and necessary.

Subd. 3. The application for a license for each device to be
used shall be made by the agent in such form and with such informa-
tion as shall be prescribed by the commissioner. A fee of $3 for each
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device shall be paid at the time of making application. Upon ap-
proval of the application, the commissioner shall issue to the agent a
special vending machine license. The license shall apply to a specific
device or to any device of identical type which, after written notice
by the agent to the commissioner, is substituted for it. The license
shall specify the name and address of the agent, the name and home
office address of the insuring company, the name or other identify-
ing information of the policy or policies to be sold, the serial num-
ber or other identification of the device and the address, including
the location on the premises, where the device is to be in operation;
provided, however, that a device for which a license has been issued
foi operation at a specific address may be transferred to a different
address during the license year upon written notice to the commis-
sioner at the tune of such transfer. The license for each device shall
expire on September 1st of each year, but may be renewed from year
to year by the commissioner upon approval of the application by
the agent and the furnishing of such information as shall be re-
quested by the commissioner, and the payment of $3 for each li-
cense year or part thereof for each device. Proof of the existence
of a subsisting license shall be displayed on or about each such
device in use in such manner as the commissioner may reasonably
require.

Subd. 4. The license for each device shall be subject to ex-
piration, suspension or revocation coincidentally with that of the
agent or the insuring company. The commissioner also may suspend
or revoke the license as to any device concerning which he finds any
conditions upon which the device was licensed as referred to in sub-
division 2 have been violated, or no longer exist, or that the device
is being used or operated by the agent in violation of the laws of this
state; provided, that before suspending or revoking a license for a
device, the commissioner shall conduct a hearing in the manner pre-
scribed in Article XII, and shall make his determination upon the
basis of the standards, conditions and requirements of this section.

Sec. 19. [60A.19] Foreign companies. Subdivision 1.
Requirements. Any insurance company of another state, upon
compliance with all laws governing such corporations in general and
with the foregoing provisions so far as applicable and the following
requirements, shall be admitted to do business in this state:

(1) It shall deposit with the commissioner a certified copy of
its charter or certificate of incorporation and its bylaws, and a state-
ment showing its financial condition and business, verified by its
president and secretary or other proper officers;

(2) It shall furnish the commissioner satisfactory evidence
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of its legal organization and authority to transact the proposed busi-
ness and that its capital, assets, deposits with the proper official of
its own state, amount insured, number of risks, reserve and other
securities, and guaranties for protection of policyholders, creditors,
and the public, comply with those required of like domestic com-
panies;

(3) By a duly executed instrument filed in the office of the
commissioner, it shall appoint him and his successors in office its
lawful attorneys in fact and therein irrevocably agree that legal proc-
ess in any action or proceeding against it may be served upon them
with the same force and effect as if personally served upon it, so
long as any of its liability exists in this state;

(4) It shall appoint, as its agents in this state, residents
thereof, and obtain from the commissioner a license to transact busi-
ness therein.

Subd. 2. Service of garnishee process. When garnishee
process is served upon the commissioner, as attorney for any insur-
ance company, no garnishee fee shall be paid him. After the receipt
of copy of the process the insurance company may demand of the
attorney of the person making the garnishee the proper fees, and if
the demand is not complied with before the day fixed for the dis-
closure of the garnishee, the proceeding may be dismissed.

Subd. 3. Commissioner appointed attorney for service of
process. Before any corporation, association, or company issuing
policies of insurance of any character and not organized or existing
pursuant to the laws of this state is admitted to or authorized to
transact the business of insurance in this state, it shall, by a duly
executed instrument to be filed in the office of the commissioner,
constitute and appoint the commissioner and his successors in office
its true and lawful attorney, upon whom proofs of loss, any notice
authorized or required by any contract with the company to be served
on it, summonses and all lawful processes in any action or legal pro-
ceeding against it may be served, and that the authority thereof shall
continue in force irrevocable so long as any liability of the company
remains outstanding in this state.

This instrument shall contain a provision and agreement de-
claring that the company, association, or corporation desires to trans-
act the business of insurance in this state, and that it will accept a
license therefor according to the laws of this state.

In case of the failure of any such insurance company to comply
with any of the provisions of subdivisions 3 and 4 of this section, or
if it shall violate any of the conditions or agreements contained in
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the instrument filed, its right to transact insurance business in this
state shall cease and it shall be the duty of the commissioner to im-

>" mediately declare its license revoked; and, in case of revocation, the
'- company shall not be again licensed to transact business in this state

for the period of one year from date of the revocation.

Subd. 4. Fees. The commissioner shall be entitled to
charge and receive a fee of $3 for each notice, proof of loss, sum-
mons, or other process served upon him under the provisions of
subdivisions 3 and 4 of this section, to be paid by the persons serving
the same. The fees so collected shall be paid into the state treasury as
is now provided by law for other fees collected by the commissioner.

Subd. 5. Provision as to alien companies. (1) Deposit.
Such company of any foreign country, except fraternal beneficiary
associations, shall not be admitted until, besides complying with the
foregoing requirements, it has made a deposit with the commis-
sioner, or with the proper officer of some other state of the United
States, of a sum not less than the capital required of a like com-
pany by the laws of this state and this deposit shall be of the same
class of securities and subject to the same limitations required for
the deposit of domestic companies that must by law maintain a de-
posit.

This deposit shall be in exclusive trust for all its policyholders
and creditors in the United States, and for all purposes of the in-
surance laws shall be deemed its capital.

(2) Trustees, investments and funds. Any company of a
foreign country may duly appoint one or more citizens of the United
States, approved by the commissioner, to hold funds or other prop-
erty for the benefit of its policyholders and creditors therein. A certi-
fied copy of their appointment and of the instrument of trust shall
be filed with the commissioner, who shall have the same authority in
the premises as in the case of the affairs of all companies. These
funds shall be invested in the same securities as required of other
insurance companies and, together with the deposits required, shall
constitute the assets of the company in respect to its policyholders
and creditors in the United States.

Subd. 6. Retaliatory provisions. (1) When by the laws
of any other state or country any taxes, fines, deposits, penalties,
licenses, or fees, in addition to or in excess of those imposed by the
laws of this state upon foreign insurance companies and their agents
doing business in this state, are imposed on insurance companies of
this state and theifagents doing business in that state or country,
or when any conditions precedent to the right to do business in that
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state are imposed by the laws thereof, beyond those imposed upon
these foreign companies by the laws of this state, the same taxes,
fineSj deposits, penalties, licenses, fees, and conditions precedent shall
be imposed upon every similar insurance company of that state or
country and their agents doing or applying to do business in this
state so long as these foreign laws remain in force.

(2) In the event that a domestic insurance company, after
complying with all reasonable laws and rulings of any other state or
country, is refused permission by that state or country to transact
business therein after the commissioner of insurance of Minnesota
has determined that that company is solvent and properly managed
and after he has so certified to the proper authority of that other
state or country, then, and in every such case, the commissioner may
in his discretion forthwith suspend or cancel the certificate of au-
thority of every insurance company organized under the laws of that
other state or country to the extent that it insures, or seeks to insure,
in this state against any of the risks or hazards which that domestic
company seeks to insure against in that other state or country. With-
out limiting the application of the foregoing provision, it is hereby
determined that any law or ruling of any other state or country
which prescribes to a Minnesota domestic insurance company the
premium rate or rates for life insurance issued or to be issued out-
side that other state or country shall not be deemed reasonable.

Subd. 7. Policy not invalidated by occurrence of hostilities.
No policy of insurance issued to a citizen of this state shall be in-
validated by the occurrence of hostilities between any foreign coun-
try and the United States.

Subd. 8. Insurance from unlicensed foreign companies.
When any person, firm, or corporation desires to obtain insurance
upon any property, interests, or risks of any nature other than life
insurance in this state in companies not authorized to do business
therein he or they shall give bond to the commissioner in such sum
as he shall deem reasonable, with satisfactory resident sureties, con-
ditioned that the obligors, on the expiration of a license to obtain
such insurance, shall pay to the commissioner, for the use of the
state, a tax of two percent upon the gross premiums paid by the
licensee. Thereupon the commissioner shall issue such license, good
for one year, and all insurance procured thereunder shall be lawful
and valid and the provisions of all policies thereof shall be deemed in
accordance, and construed as if identical in effect, with the standard
policy prescribed by the laws of this state and the insurers may enter
the state to perform any act necessary or proper in the conduct of
the business. This bond may be enforced by the commissioner in his
own name in any district court. The licensee shall file with the corn-
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missioner on June thirtieth and December thirty-first annually a veri-
fied, statement of the aggregate premiums paid and returned premi-
ums received on account of such insurance.

Sec. 20. [60A.20] Surplus line law. Subdivision 1.
Purpose clause. Insurance transactions with unauthorized insur-
ers are so affected with a public interest as to require regulation,
taxation, supervision and control as provided in this section in order
to: protect the citizens of this state in transactions involving the
purchase of insurance from insurers not authorized to transact busi-
ness in this state; provide for the public an orderly, reasonable, and
regulated access to insurance from unauthorized insurers, where nec-
essary, through qualified licensed and supervised surplus line agents;
protect the revenues of this state; protect regulated authorized in-
surers from unregulated and unfair competition by unauthorized in-
surers; and regulate and supervise the procurement from unauthor-
ized insurers in accordance with the laws of this state and Public
Law 15 known as the McCarran Act.

Subd. 2. Conditions to procurement. If certain insurance
coverages cannot be procured from authorized insurers, such cover-
ages, hereinafter designated surplus line, may be procured from un-
authorized insurers through a licensed surplus line agent, subject to
the following conditions:

(1) The full amount of insurance required must not be pro-
curable, after diligent effort has been made to do so from among the
insurers who are authorized to transact and are actually writing the
particular kind and class of insurance in this state, and the amount
of insurance eligible for an unauthorized insurer is only the excess
over the amount procurable from authorized insurers.

(2): The insurance must not be so procured for the purpose
of securing advantages, either as to:

.(a) A lower premium rate than would be accepted by an
authorized insurer, or

(b). Terms of the insurance contract.

Subd. 3. Affidavit by agent. At the time each surplus line
insurance contract is procured, the surplus line agent shall execute
an affidavit setting forth facts from which it may be determined
whether the requirements of subdivision 2 above have been met.
Such affidavit shall be filed with the commissioner within 30 days
after each surplus line contract is placed.

Subd. 4. Policy to be labeled and bear name of agent. Each
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insurance contract, cover note, or certificate of insurance procured
as a surplus line coverage shall have stamped upon it and be ini-
tialed by or bear the name of the surplus tine agent who procured it,
the following:

"This contract is delivered as a surplus line coverage under the
Surplus Line Insurance Law and this insurer is not licensed to do
business in Minnesota."

Subd. 5. Insurance valid. Insurance contracts procured as
surplus line coverages from unauthorized insurers in accordance
with this section shall be valid and enforceable and the provisions of
policies shall be at least as favorable to the insured as any standard
policy described by the laws of this state.

Subd. 6. Agent to be licensed; application, fee, bond. Any
person, while licensed as a resident insurance agent of this state as
to property, casualty, and surety insurances, and who is deemed by
the commissioner to be qualified therefor by insurance experience
and to be trustworthy, may be licensed as a surplus line agent as
follows:

(!.)._.- Application to the commissioner for the license shall
be made on forms furnished by the commissioner.

(2) License fee in the amount of $50 shall be paid to the
commissioner. The license shall expire on May 31 of each year.

Prior to the issuance of license, the applicant shall file with the
commissioner, and maintain thereafter for as long as any such license
remains in force, a bond, with an authorized corporate surety ap-
proved by the commissioner, in favor of the commissioner, in the
penal sum of not less than $5,000 conditioned upon compliance with
this section. The commissioner may, in his discretion, require a bond
in a larger amount commensurate with the volume of surplus line
business transacted or to be transacted by a particular surplus line
agent. The aggregate liability of the surety for any and all claims on
any such bond shall, in no event, exceed the penal sum thereof. No
such bond shall be terminated unless not less than 30 days prior
written notice thereof shall be given to the licensee and filed with
the commissioner.

Subd. 7. Requirement of insurers. No surplus line agent
shall procure surplus line insurance contracts from any unauthorized
insurer unless the unauthorized insurer meets either of the following
requirements:

(1) The unauthorized insurer is an authorized insurer in at
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least one state of the United States for the kind of insurance in-
volved, and which, if a stock insurer, has capital stock and surplus
of at least $350,000, or, if any other type of insurer, has surplus of
at least $350,000; or

(2) The unauthorized insurer, other than one qualified under
(1) above, has an established and effective trust fund of at least
$400,000 within the United States, administered by a recognized fi-
nancial institution and held for the benefit of all its policyholders in
the United States or policyholders and creditors in the United States.

An unauthorized insurer assuming any surplus line risk pursu-
ant to this surplus line law shall within 30 days thereafter file with
the commissioner a duly executed and sworn affidavit showing facts
in support of its qualification under either (1) or (2) above, except
that requirement (2) may otherwise be sufficiently evidenced by an
affidavit of the trustee institution filed with the commissioner showing
the requisite facts and renewed from time to time as the commis-
sioner may reasonably require to reflect the current condition of the
trust fund, and any such trustee's affidavit properly filed and main-

, tained shall be sufficient as to all risks placed with that unauthorized
insurer pursuant to this surplus line law.

Provided that the foregoing limitations may be waived upon
filing with the commissioner a signed statement of the insured re-
questing insurance in an unauthorized insurer which does not meet
the requirements of this subsection.

If at any time the commissioner shall determine, in his judg-
ment, that an unauthorized insurer is not in a safe or solvent finan-
cial condition, or has refused to pay just claims, he shall direct that
no such insurance shall be placed with such insurer; and upon his
written notice to that effect mailed to licensees under this section,
thereafter no insurance shall be placed with such insurer.

Notwithstanding any provision of this subdivision, the place-
ment by a surplus line agent of insurance with an unauthorized in-
surer, pursuant to the general authority and provisions of this section,
shall not imply approval by the commissioner of such insurer's fi-
nancial condition or mode of operation.

Subd. 8. Evidence of insurance. (1) Upon placing a
surplus line coverage, the surplus line agent shall promptly issue and
deliver to the insured evidence of the insurance, consisting either of
the policy as issued by the insurer, or, if such policy is not then
available, a certificate of insurance or cover note signed or counter-
signed by the agent. Such certificate or cover note shall show the
subject, coverage, conditions, and term of the insurance, the pre-
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mium charged and taxes collected from the insured, and the name
and address of the insurer. If the direct risk is assumed by more
than one insurer, the certificate or cover note shall state the name
and address and proportion of the entire direct risk assumed by each
such insurer.

(2) If, after the issuance and delivery of any such certificate
or cover note, there is any change as to the identity of the insurers,
or the proportion of the direct risk assumed by the insurer as stated
in the original certificate or cover note, or in any other material re-
spect as to the insurance coverage evidenced by the certificate or
cover note, the agent shall promptly issue and deliver to the insured
a substitute certificate or cover note accurately showing the current
status of the coverage and the insurers responsible thereunder.

(3) If a policy issued by the insurer is not available upon
placement of the insurance and the agent has issued and delivered a
certificate or cover note as hereinabove provided, upon request there-
for by the insured, the agent shall, as soon as reasonably possible,
procure from the insurer its policy evidencing such insurance and
deliver such policy to the insured in replacement of the certificate or
cover note theretofore issued.

(4) Any surplus line agent who knowingly or negligently is-
sues or delivers a false certificate or cover note of insurance, or
fails promptly to notify the insured of any material change with re-
spect to such insurance by delivery to the insured of a substitute
certificate or cover note as provided in clause (2) hereof, shall be
guilty of a violation of this code, and, upon conviction, shall be sub-
ject to the penalties provided by this section, or to any greater ap-
plicable penalty otherwise provided by law.

Subd. 9. Liability of insurer as to losses and unearned pre-
miums. As to a surplus line risk which has been assumed by an
unauthorized insurer pursuant to this surplus line insurance law, and
if the premium thereon has been received by the surplus line agent
who placed such insurance, in all questions thereafter arising under
the coverage as between the insurer and the insured, the insurer
shall be deemed to have received the premium due to it for such
coverage; and the insurer shall be liable to the insured as to losses
covered by such insurance, and for unearned premiums which may
become payable to the insured upon cancellation of such insurance,
whether or not, in fact, the agent is indebted to the insurer with
respect to such insurance or for any other cause. This provision shall
not affect rights as between the insurer and the surplus line agent.

Subd. 10. Agent to keep records and make reports. (1)
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Each surplus line agent shall keep a separate record and account of
all business transacted under his surplus line license, including a
copy of each daily report, if any, and of each binder or cover note
delivered by him. The records shall be available for examination by
the commissioner at any reasonable time within the policy period,
and shall be retained for at least three years following the termina-
tion of the coverage to which the records relate.

(2) Within 60 days following December 31 and June 30 of
each year, the agent shall file with the commissioner a semi-annual
statement which reports the following:

(a) Name and address of each insured for whom surplus
line insurance was procured;

(b) Name and home office of each insurer providing such in-
surance;

(c) Amount of each coverage, the premium rate and gross
premiums charged;

(d) Date and term of policy;

(e) Amount of premium returned on each policy cancelled
or not taken, and

(f) Such additional information as the commissioner may
reasonably require.

Subd. 11. Agent to remit premium tax semi-annually. Tax
must be charged to insured. The premiums charged for surplus
line insurance are subject to a premium receipts tax of two percent
on all gross premiums, less any return premiums charged for such
insurance. The surplus line agent shall charge the insured the amount
of the tax at the time of delivery of the policy or other initial con-
firmation of insurance, in addition to the full amount of the gross
premium charged by the insurer for the insurance; provided, how-
ever, that the tax on any unearned portion of the premium shall be
returned to the policyholder by the surplus line agent. The surplus
line agent is prohibited from absorbing such tax, or as an induce-
ment for insurance, or for any other reason, rebating all or any part
of such tax or all or any part of his commission.

Within 60 days following December 31 and June 30 of each
year, the surplus line agent shall pay to the commissioner the amount
of premium receipts taxes due upon business done during the semi-
annual period ending December 31 and June 30 of each year.

If the surplus line policy covers risks or exposures only partially
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in this state, the tax payable shall be computed on the portion of the
premium which is properly allocated to the risks or exposures lo-
cated in this state.

Subd. 12. Penalty for failure to file statement or pay tax.
Every surplus line agent who fails to make and file the semi-annual
statement as required under subdivision 10, or to pay the taxes as
required under this section, shall be liable to a penalty of $25 for
each seven days of delinquency, together with interest at the rate of
six percent on any unpaid premium tax which is delinquent from the
date of such delinquency. The tax and penalty may be recovered in
an action instituted by the commissioner in the name of the state in
any court of competent jurisdiction, the attorney general representing
him. The surplus line agent's license shall also be subject to revoca-
tion as provided in subdivision 13.

Subd. 13. Revocation or suspension of agent's license. (I)
The commissioner may revoke or suspend all licenses held by a
surplus line agent:

(a) If the agent fails to file his semi-annual statement or to
remit the tax, as required by law;

(b) If the agent fails to keep the records or to allow the
commissioner to examine his records, as required by law;

(c) If the agent fails to file or falsifies the affidavit required
by subdivision 3; or

(d) For any of the causes for which an insurance agent's
license may be revoked or suspended.

(2) No agent whose licenses have been so revoked or sus-
pended shall again be so licensed until all penalties and delinquent
taxes owing by him have been paid.

Subd. 14. Service of process. No surplus line agent shall
procure contracts from any unauthorized insurer unless: Such un-
authorized insurer shall, prior to the time any risk is assumed, file
with the commissioner a duly executed instrument whereby the un-
authorized insurer shall appoint and constitute the commissioner the
true and lawful attorney of such unauthorized insurer upon whom all
lawful process in any action or legal proceeding against it may be
served, and shall agree that any such lawful process against it, which
may be served upon its said attorney as provided in this section,
shall be of the same force and validity as if served upon the unau-
thorized insurer and that authority thereof shall continue in force
irrevocably so long as any liability of the unauthorized insurer in this
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state shall remain outstanding. Such instrument shall designate there-
in, irrevocably but with full power of substitution, so long as any
liability of the unauthorized insurer in this state shall remain out-
standing, a resident of the state to whom a copy of such process
shall be forwarded by the commissioner by fully prepaid registered
or certified mail. Upon the mailing of such copy and receipt thereof,
the service of such process shall be complete. The provisions of the
unauthorized insurers process act, section 21, shall, to the extent not
inconsistent herewith, be applicable in connection with such service
of process.

Subd. 15. Rules and regulations. The commissioner shall
make or may approve and adopt reasonable rules and regulations
for the effectuation of this section.

Subd. 16. Authorized insurance. Any authorized insurer,
upon submission of an affidavit to the commissioner setting forth
facts which show that it is competing for a specific risk with a named
unauthorized insurer, may issue a policy without regard to rate and
form requirements otherwise applicable; provided that the provisions
of policies shall be at least as favorable to the insured as any stand-
ard policy described by the laws of this state. Insurance issued by
authorized insurers under the provisions of this subdivision shall be
considered for the purposes of regulation and taxation as authorized
insurance rather than surplus line insurance.

Subd. 17. Exemptions. The provisions of this section, con-
trolling the placing of insurance with unauthorized insurers, shall
not apply to life insurance, health insurance, annuities, or reinsur-
ance, nor to the following insurance when so placed by a licensed
agent of this state

(1) Insurance on subjects located, resident, or to be per-
formed wholly outside of this state.

(2) Insurance on the property or operations of aircraft or
railroads engaged in transportation in interstate and foreign com-
merce.

(3) Insurance of vessels, crafts or hulls, cargoes, marine
builders' risks, marine protection and indemnity, or other risks in-
cluding strikes and war risks commonly insured under ocean or wet
marine forms of policies.

Sec. 21. [60A.21] Unauthorized insurers process act.
Subdivision 1. Purpose. The purpose of the unauthorized in-
surers process act is to subject certain insurers to the jurisdiction of
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courts of this state in suits by or on behalf of insureds or bene-
ficiaries under insurance contracts.

The legislature declares that it is a subject of concern that many
residents of this state hold policies of insurance issued or delivered
in this state by insurers.while not authorized to do business in this
state, thus presenting to such residents the often insuperable obstacle
of resorting to distant forums for the purpose of asserting legal rights
under such policies. In furtherance of such state interest the legis-
lature herein provides a method of substituted service of process
upon such insurers and declares that in so doing it exercises its
power to protect its residents and to define for the purpose of this
statute what constitutes doing business in this state and also exer-
cises powers and privileges available to the state by virtue of Public
Law 15, 79th Congress of the United States, Chapter 20, 1st Ses-
sion, S. 340, which declares that the business of insurance and every
person engaged therein shall be subject to the laws of the several
states.

Subd. 2. Service of process upon unauthorized insurer.
(1) Any of the following acts in this state effected by mail or
otherwise by an unauthorized foreign or alien insurer: (a) the is-
suance or delivery of contracts of insurance to residents of this state
or to corporations authorized to do business therein; (b) the solicita-
tion of applications for such contracts; (c) the collection of premi-
ums, membership fees, assessments, or other considerations for such
contracts; or (d) any other transaction of insurance business, is
equivalent to and shall constitute an appointment by such insurer of
the commissioner of insurance and his successor or successors in of-
fice to be its true and lawful attorney upon whom may be served all
lawful process in any action, suit, or proceeding instituted by or on
behalf of an insured or beneficiary arising out of any such contract
of insurance and any such act shall be signification of its agreement
that such service of process is of the same legal force and validity
as personal service of process in this state upon such insurer.

(2) Such service of process shall be made by delivering to
and leaving with the commissioner of insurance or some person in
apparent charge of his office two copies thereof and the payment to
him of a filing fee of $3. The commissioner of insurance shall forth-
with mail by registered mail one of the copies of such process to the
defendant at its last known principal place of business and shall keep
a record of all process so served upon him. Such service of process
is sufficient provided notice of such service and a copy of the process
are sent within ten days thereafter by registered mail by plaintiff or
DteintifT's attorney to the defendant at its last known principal place
of business and the defendant's receipt, or receipt issued by the post-
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office with which the letter is registered showing the name of the
sender of the letter and the name and address of the person to whom
the letter is addressed, and the affidavit of the plaintiff or plaintiff's
attorney showing a compliance herewith are filed with the clerk of
the court in which such action is pending on or before the date the
defendant is required to appear or within such further time as the
court may allow.

(3) Service of process in any such action, suit, or proceed-
ing shall in addition to the manner provided in clause (2) of this
subdivision be valid if served upon any person within this state who,
in this state on behalf of such insurer, is: (a) soliciting insurance, or
(b) making, issuing, or delivering any contract of insurance, or (c)
collecting or receiving any premium, membership fee, assessment,
or other consideration for insurance; and if a copy of such process
is sent within ten days thereafter by registered mail by the plaintiff
or plaintiff's attorney to the defendant at the last known principal
place of business of the defendant and the defendant's receipt, or
the receipt issued by the postoffice with which the letter is regis-
tered showing the name of the sender of the letter and the name
and address of the person to whom the letter is addressed, and the af-
fidavit of the plaintiff or plaintiff's attorney showing a compliance
herewith are filed with the clerk of the court in which such action
is pending on or before the date the defendant is required to appear
or within such further time as the court may allow.

(4) No plaintiff or complainant shall be entitled to a judg-
ment by default under this subdivision until the expiration of 30
days from the date of the filing of the affidavit of compliance.

(5) Nothing in this subdivision contained shall limit or
abridge the right to serve any process, notice, or demand upon
any insurer in any other manner now or hereafter permitted by law.

(6) The provisions of this section shall not apply to surplus
line insurance lawfully effectuated under Minnesota law, or to re-
insurance, nor to any action or proceeding against an unauthorized
insurer arising out of:

(a) Wet marine and transportation insurance;

(b) Insurance on or with respect to subjects located, resi-
dent, or to be performed wholly outside this state, or on or with
respect to vehicles or aircraft owned and principally garaged outside
this state;

(c) Insurance on property or operations of railroads en-
gaged in interstate commerce; or
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(d) Insurance on aircraft or cargo of such aircraft, or against
liability, other than employer's liability, arising out of the ownership,
maintenance, or use of such aircraft, where the policy or contract
contains a provision designating the commissioner as its attorney for
the acceptance of service of lawful process in any action or proceed-
ing instituted by or on behalf of an insured or beneficiary arising
out of any such policy, or where the insurer enters a general ap-
pearance in any such action.

Subd. 3. Defense of action by unauthorized insurer. (1)
Before any unauthorized foreign or alien insurer shall file or cause
to be filed any pleading in any action, suit, or proceeding instituted
against it such unauthorized insurer shall: (a) Deposit with the clerk
of the court in which such action, suit, or proceeding is pending
cash or securities or file with such clerk a bond with good and suf-
ficient sureties to be approved by the court in an amount to be fixed
by the court sufficient to secure the payment of any final judgment
which may be rendered in such action; or (b) procure a certificate
of authority to transact the business of insurance in this state.

(2) The court in any action, suit, or proceeding in which
service is made in the manner provided in clauses (2) or (3) of
subdivision 2 hereof, may, in its discretion, order such postponement
as may be necessary to afford the defendant reasonable opportunity
to comply with the provisions of clause (1) of this subdivision and
to defend such action.

(3) Nothing in clause (1) of this subdivision is to be con-
strued to prevent an unauthorized foreign or alien insurer from filing
a motion to quash a writ or to set aside service thereof made in the
manner provided in clauses (2) and (3) of subdivision 2 hereof on
the ground either (a) that such unauthorized insurer has not done
any of the acts enumerated in clause (1) of subdivision 2 hereof, or
fb) that the person on whom service was made pursuant to clause
(3) of subdivision 2 hereof, was not doing any of the acts therein
enumerated.

Subd. 4. Attorney fees and judgment. In any action here-
under against an unauthorized foreign or alien insurer upon a con-
tract of insurance issued or delivered in this state to a resident thereof
or to a corporation authorized to do business therein, if the in-
surer has failed for 30 days after demand prior to the commencement
of the action to make payment in accordance with the terms of the
contract and it appears to the court that such refusal was vexatious
and without reasonable cause, the court may allow to the plaintiff a
reasonable attorney fee and include such fee in any judgment that
may be rendered in such action. Failure of an insurer to defend any
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such action shall be deemed prima facie evidence that its failure to
make payment was vexatious and without reasonable cause.

Subd. 5. Constitutionality. If any provision of this section
or the application thereof to any person or circumstances is held in-
valid such invalidity shall not affect other provisions or applications
of the act which can be given effect without the invalid provision or
application and to this end the provisions of this section are declared
to be severable.

Subd. 6. Citation. Section 21 may be cited as the Unau-
thorized Insurers Process Act.

Sec. 22. [60A.22] Special provisions as to stock compan-
ies—Stockholders, officers, directors and investors. Subdivision 1.
Shareholders' rights. (1) If an insurance corporation has
given notice to shareholders of a proposal to amend the articles of
incorporation, which proposed amendment would substantially
change the corporate purposes or would extend the duration of the
corporation, a shareholder may, at any time prior to the date of the
meeting at which such proposed amendment is to be voted upon, file
a written objection to such amendment in the office of the secretary
or president of the corporation and demand payment for his shares;
provided, that such demand shall be of no force and effect if such
shareholder votes in favor of the amendment, or at any time consents
thereto in writing, or if the proposed amendment be not in fact ef-
fected.

(2) If, after such a demand by a shareholder, the corpora-
tion and the shareholder cannot agree upon the fair cash value of the
shares at the time such amendment was authorized, such value shall
be determined by three disinterested appraisers, one of whom shall
be named by the shareholder, another by the corporation, and the
third by the two thus chosen. The determination of a majority of the
appraisers in good faith made shall be final, and if the amount so de-
termined is not paid by the corporation within 30 days after it is
mode, such amount may be recovered in an action by the share-
holder against the corporation. The corporation shall not be required
to make payment of such amount except upon transfer to it of the
shares for which such payment was demanded and upon surrender
of the certificate or certificates evidencing the same.

(3) A shareholder shall not be entitled to payment for his
shares under the provisions of this subdivision unless the value of the
corporate assets which would remain after such payment would be at
least equal to the aggregate amount of its debts and liabilities exclu-
sive of stated capital.
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Subd. 2. Transactions of principal stockholders, directors,
and officers in equity securities. (1) Every person who is di-
rectly or indirectly the beneficial owner of more than ten percent of
any class of any equity security of a domestic stock insurance com-
pany, or who is a director or an officer of such company, shall file
in the office of the commissioner of insurance on or before January
31, 1966, or within ten days after he becomes such beneficial owner,
director, or officer, a statement, in such form as the commissioner of
insurance may prescribe., of the amount of all equity securities of
such company of which he is the beneficial owner, and within ten
days after the close of each calendar month thereafter, if there has
been a change in such ownership during such month, shall file in the
office of the commissioner of insurance a statement, in such form as
the commissioner of insurance may prescribe, indicating his owner-
ship at the close of the calendar month and such changes in his own-
ership as may have occurred during such calendar month.

(2) For the purpose of preventing the unfair use of infor-
mation which may have been obtained by such beneficial owner,
director, or officer by reason of his relationship to such company,
any profit realized by him from any purchase and sale, or any sale
and purchase, of any equity security of such company within any
period of less than six months, unless such security was acquired in
good faith in connection with a debt previously contracted, shall in-
ure to and be recoverable by the company, irrespective of any in-
tention on the part of such beneficial owner, director, or officer in
entering into such transaction of holding the security purchased or
of not repurchasing the security sold for a period exceeding six
months. Suit to recover such profit may be instituted at law or in
equity in any court of competent jurisdiction by the company, or by
the owner of any security of the company in the name and in be-
half of the company if the company shall fail or refuse to bring such
suit within 60 days after request or shah1 fail diligently to prosecute
the same thereafter; but no such suit shall be brought more than two
years after the date such profit was realized. This clause shall not be
construed to cover any transaction where such beneficial owner was
not such both at the time of the purchase and sale, or the sale and
purchase, of the security involved, or any transaction or transactions
which the commissioner of insurance by rules and regulations may
exempt as not comprehended within the purpose of this clause.

(3) It shall be unlawful for any such beneficial owner, di-
rector, or officer, directly or indirectly, to sell any equity security of
such company if the person selling the security or his principal (a)
does not own the security sold, or (b) if owning the security, does
not deliver it against such sale within 20 days thereafter, or does not
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within five days after such sale deposit it in the mails or other usual
channels of transportation; but no person shall be deemed to have
violated this clause if he proves that notwithstanding the exercise of
good faith he was unable to make such delivery or deposit within such
time, or that to do so would cause undue inconvenience or expense.

(4) The provisions of clause (2) of this subdivision shall
not apply to any purchase and sale, or sale and purchase, and the
provisions of clause (3) of this subdivision shall not apply to any
sale, of any equity security of a domestic stock insurance company
not then or theretofore held by him in an investment account, by a
dealer in the ordinary course of his business and incident to the es-
tablishment or maintenance by him of a primary or secondary market,
otherwise than on an exchange as defined in the federal Securities
Exchange Act of 1934, for such security. The commissioner of in-
surance may, by such rules and regulations as he deems necessary
or appropriate in the public interest, define and prescribe terms and
conditions with respect to securities held in an investment account
and transactions made in the ordinary course of business and inci-
dent to the establishment or maintenance of a primary or secondary
market.

(5) The provisions of this subdivision shall not apply to
foreign or domestic arbitrage transactions unless made in contraven-
tion of such rules and regulations as the commissioner of insurance
may adopt in order to carry out the purposes of this subdivision.

Subd. 3. Regulation of proxies, consents and authorizations.
(1) It shall be unlawful for any person, in contravention of such
rules and regulations as the commissioner of insurance may prescribe
as necessary or appropriate in the public interest or for the protection
of investors, to solicit or to permit the use of his name to solicit any
proxy or consent or authorization in respect of any equity security
of a domestic stock insurance company.

(2) Unless proxies, consents, or authorizations in respect of
an equity security of a domestic stock insurance company are soli-
cited by or on behalf of the management of such company from the
holders of record of such security in accordance with the rules and
regulations prescribed under clause (1) of this subdivision, prior to
any annual or other meeting of the holders of such security, such
company shall, in accordance with such rules and regulations as the
commissioner of insurance may prescribe as necessary or appropriate
in the public interest or for the protection of investors, if required
thereby, file with the commissioner of insurance and transmit to all
holders of record of such security information substantially equiva-
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lent to the information which would be required to be transmitted if
a solicitation were made.

Subd. 4. Securities excepted. The provisions of subdivi-
sions 2 and 3 hereof shall not apply to equity securities of a domestic
stock insurance company if (a) any equity security of such company
shall be registered, or shall be required to be registered, pursuant to
section 12 of the federal Securities Exchange Act of 1934, or if (b)
such company shall not have equity securities held of record by 100
or more persons on the last day of the year next preceding the year
in which the provisions of subdivisions 2 and 3 hereof would apply
except for the provisions of this clause (b).

Subd. 5. Rules and regulations. The commissioner of in-
surance shall have the power to make such rules and regulations as
may be necessary for the execution of the functions vested in him by
subdivisions 2 and 3 hereof, and may for such purpose classify do-
mestic stock insurance companies, securities, and other persons or
matters within his jurisdiction. No provision of subdivisions 2 and 3
hereof imposing any liability shall apply to any act done or omitted
in good faith in conformity with any rule or regulation of the com-
missioner of insurance, notwithstanding that such rule or regulation
may, after such act or omission, be amended or rescinded or deter-
mined by judicial or other authority to be invalid for any reason.

Subd. 6. Definitions. (1) The term "equity security"
when used in this section means any stock or similar security; or any
security convertible, with or without consideration, into such a se-
curity, or carrying any warrant or right to subscribe to or purchase
such a secuity; or any such warrant or right; or any other security
which the commissioner of insurance shall deem to be of similar na-
ture and consider necessary or appropriate, by such rules and reg-
ulations as he may prescribe in the public interest or for the protec-
tion of investors, to treat as an equity security.

(2) The term "domestic stock insurance company" when
used in this section includes a domestic stock and mutual insurance
company as defined in sections 33 to 38 of Article TI.

Sec. 23. [60A.23] Miscellaneous. Subdivision 1. Lia-
bility of directors and officers generally. If a company be at any
time under liability for losses exceeding its net assets, and the presi-
dent and directors, or any of them, knowing it, directly or indirectly,
issue or consent to the issue of further insurance, each shall be per-
sonally liable for any loss under this insurance; and if any of them
insures or allows to be insured on a single risk a larger sum than is
authorized by law, he shall be personally liable for any loss thereon
above the amount which might lawfully be insured.
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Subd. 2, Liability of directors and officers of mutual com-
pany. No director or other officer of any mutual company shall,
officially or privately, guarantee a policyholder thereof against an as-
sessment to which he would otherwise be liable. When the directors
of any mutual company fail for 30 days after entry of any judgment,
or for six months after the accruing of any other indebtedness against
it, to levy and deliver for collection any assessment required by law
for payment thereof, or to apply the proceeds thereof in either case,
each shall be personally liable for the amount thereof, and for all
debts and claims then outstanding or which may accrue until the as-
sessment shall be levied and put in process of collection. When the
treasurer unreasonably fails to collect and properly apply the pro-
ceeds of any such assessment he shall be personally liable, not ex-
ceeding the total assessment, to any person entitled thereto, and shall
be repaid only out of funds thereafter collected thereon.

Subd. 3. Conflict of interest and compensation in mutual fire
company. No officer or other person employed to determine the
character of a risk, and decide the question of its acceptance by any
mutual fire company other than a town or farmers company, shall
receive a commission or other payment therefrom, but his compen-
sation shall be by fixed salary and such share, if any, of the net
profits as the directors may determine; and such officer or person
shall not be an employee of any other officer or agent of the com-
pany, nor interested in his business.

Subd. 4. Stock dividends; limitations. No domestic stock
company shall declare a dividend either in cash or stock, except
from its actual net surplus computed as required by law in its annual
statement; nor shall any such company which has ceased to do new
business divide any portion of its assets, except surplus, until it shall
have performed or canceled its policy obligations. It may declare and
pay, annually or semiannually, from its surplus, cash dividends of not
more than ten percent of its capital stock and surplus in any year
and, if the dividends in any one year are less than ten percent, the
difference may be made up in any subsequent year or years from
surplus accumulations. It may pay such dividend as the directors
deem prudent out of any surplus remaining after charging, in addi-
tion to all liabilities except unearned premiums, an amount equal to
the whole amount of premiums on unexpired risks and deducting
from the assets all securities and accounts receivable on which no
part of the principal or interest has been paid within the preceding
year, or for which foreclosure or suit has been commenced, or upon
which judgment obtained has remained more than two years unsatis-
fied and on which interest has not been paid, and also deducting all
liens due and unpaid on any of its property.
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Subd. 5. Provisions as to fidelity and surety companies. (1)
Requirements and acceptability. No company for guaranteeing
the fidelity of persons in fiduciary positions, public or private, or for
acting as surety, shall transact any business in this state until it shall
have satisfied the commissioner that it has complied with all the pro-
visions of law and obtained his certificate to that effect. Thereupon it
shall be authorized to execute as sole or joint surety any bond, un-
dertaking, or recognizance which, by any municipal or other law, or
by the rules or regulations of any municipal or other board, body,
organization, or officer, is required or permitted to be made, given,
tendered, or filed for the security or protection of any person, cor-
poration, or municipality, or any department thereof, or of any other
organization, conditioned for the doing or omitting of anything in
such bond or other instrument specified or provided; and any and
ail courts, judges, officers, and heads of departments, boards, and
municipalities required or permitted to accept or approve of the suf-
ficiency of any such bond or instrument may in their discretion ac-
cept the same when executed, or the conditions thereof guaranteed
solely or jointly by any such company, and the same shall be in all
respects full compliance with every law or other provisions for the
execution or guaranty by one surety or by two or more sureties, or
that sureties shall be residents or householders, or freeholders, or all
or either.

(2) Countersignature not required. The countersign atu re
of a licensed resident agent shall not be required of any bid bond
issued in connection with any public or private contract when such
bid bond is issued by an insurer duly authorized to do business in this
state.

Subd. 6. Company's principal place of business to be desig-
nated. When a company establishes any agency in a place other
than that of its principal place of business, all signs, cards, pam-
phlets, or other printed matter issued shall designate such principal
place.

Subd. 7. Licenses required for employers making deductions
from wages for certain purposes. (1) Requirements. No
employer shall make deductions from the wages of his employees for
the purpose of furnishing them with life insurance, funeral benefits,
medical or hospital care, accident, sickness or old age insurance or
benefits, unless he first receives from the commissioner of insurance
a license for the benefit plan he operates or proposes to operate. Such
license shall be granted only when the commissioner is satisfied that
the benefits given are commensurate with the charges made and that
the charges will keep the fund solvent. All such licenses shall be
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for the period of one year. The commissioner may require a statement
of the operation of the fund, on a form to be prescribed by him, be-
fore granting a renewal. The fee for any such license is $1 and for
filing the annual statement $1. Before granting a license the commis-
sioner of insurance shall submit the proposed plan to the chairman
of the industrial commission in order that he may determine whether
the benefits are in conjunction with the benefits under the workmen's
compensation act.

(2) Exceptions. The above requirements shall not apply
to deductions made from employees' wages for group insurance is-
sued by insurers authorized to transact business in this state nor to
railroad companies engaged in interstate commerce.

(3) Penalty. Any person, firm, corporation, or association
that makes deductions from the wages of his, their, or its employees
in violation of clause (1) shall be guilty of a misdemeanor.

Sec. 24. [60A.24] Exemptions from insurance laws of
this state. The following are exempt from all insurance laws of the
state: Ail organizations listed in section 45 of the laws relating to
fraternal beneficiary associations, Article V.

Sec. 25. Minnesota Statutes 1965, Sections 60.01 to 60.90,
Section 60.91, Subdivision 1, and Sections 60.92 to 60.954 are re-
pealed.

,';'. ARTICLE II

Life Insurance Generally

Section 1. [61A.01] . Life insurance company defined.
Every corporation or association, domestic or foreign, operating upon
any plan involving payment of money or other thing of value to poli-
cy or certificate holders, or members, or families, or representatives
of either, conditioned upon the continuance or cessation of human
life, or for the payment of endowments or annuities (except benevo-
lent, fraternal, cooperative or secret societies of orders for the sole
purpose of mutual -welfare, protection and relief of their members
and the payment of stipulated amounts, or the proceeds of assess-
ments, to the families of deceased members), shall be deemed a life
insurance company, and wherever used in this Article, the terms
"company", ''life company", "corporation" or "association" shall be
construed to mean-life insurance company unless the context clear-
ly indicates otherwise.
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Contracts

Sec. 2. [61A.02] Forms of policy. Subdivision 1.
Prohibited. So-called coupon policies shall not be issued or
delivered by any company to any residents of this state.

Subd. 2. Approval required. No policy of life insurance
nor any rider of any kind or description which is made a part there-
of shall be issued or delivered in this state, or be issued by a life in-
surance company organized under the laws of this state, until the
form of the same has been filed with the commissioner; and after he
shall have notified any company of his disapproval of any form, it
shall be unlawful for the company to issue any policy in the form
so disapproved. The commissioner's action shall be subject to re-
view by any court of competent jurisdiction.

Sec. 3. [61A.03] Necessary provisions. No policy of
life insurance shall be issued in this state or be issued by a life in-
surance company organized under the laws of this state unless the
same contains the following provisions:

(1) Premium. A provision that all premiums shall be
payable in advance either at the home office of the company, or to
an agent of the company, upon delivery of a receipt signed by one
or more officers named in the policy and counter-signed by the agent,
but any policy may contain a provision that the policy itself shall be
a receipt for the first premium;

(2) Grace period. A provision for a grace of one month
for the payment of every premium after the first, which may be sub-
ject to an interest charge, during which month the insurance shall con-
tinue in force, which provision may contain a stipulation that if the
insured dies during the month of grace the overdue premium will be
deducted in any settlement under the policy;

(3) Entire contract. A provision that the policy consti-
tutes the entire contract between the parties and is incontestable after
it is in force during the lifetime of the insured for two years from its
date, except for non-payment of premiums and except for viola-
tions of the conditions of the policy relating to naval and military
services in time of war and, at the option of the company, provisions
relative to benefits in the event of total and permanent disability and
provisions which grant additional insurance specifically against death
by accident, may be excepted, a special form of policy may be issued
on the life of a person employed in an occupation classed by the com-
pany as extra hazardous or as leading to hazardous employment,
which provides that service in certain designated occupations may
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reduce the company's liability under the policy to a certain designated
amount not less than the full policy reserve;

(4) Representations and warranties. A provision that, in
the absence of fraud, all statements made by the insured shall be
deemed representations and not warranties, and that no such state-
ment shall avoid the policy unless it is contained in a written applica-
tion, and a copy of the application is endorsed upon or attached to
the policy when issued;

(5) Misstatement of age. A provision that if the age of
the insured is understated, the amount payable under the policy shall
be such as the premium would have purchased at the correct age;

(6) Dividends on participating policies. A provision that
the policy shall participate in the surplus of the company and that,
beginning not later than the end of the third policy year, the company
will, annually, determine and account for the portion of the divisible
surplus accruing on the policy, and that the owner of the policy shall
have the right, each year after the fifth to have the current dividend
arising from such participation paid in cash, and if the policy shall
provide other dividend options, it shall specify which option shall be
effective if the owner of the policy shall not elect any option, which
provision may stipulate that any dividends payable during the first
five years of such policy shall be conditioned upon the payment of
the next ensuing annual premium; this provision shall not be required
in non-participating policies, nor in policies issued on under-average
lives, nor in insurance in exchange for lapsed or surrendered policies;

(7) Policy loans. A provision that after three full years
premiums have been paid, the company at any time while the policy
is in force, will advance, on proper assignment of the policy, and
on the sole security thereof, at a specified rate of interest, a sum
equal to, or, at the option of the owner of the policy, less than the
loan value thereof. Such loan value shall be the cash surrender value
thereof at the end of the current policy year, and the policy shall pro-
vide that such loan, except when made to pay premiums, may be de-
ferred for not exceeding six months after the application therefor is
made; it shall be further stipulated in the policy that the company
will deduct from such loan value any existing indebtedness on the
policy and any unpaid balance of the premium for current policy
year, and may collect interest in advance on the loan to the end of
the current policy year, and that the failure to repay any such advance
or to pay interest shall not void the policy unless the total indebted-
ness thereon to the company shall equal or exceed such loan value
at the time of such failure, nor until one month after notice shall
have been mailed by the company to the last known address of the
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insured and of the assignee of record at the home office of the com-
pany; no condition other than as herein provided shall be exacted
as a prerequisite to any such advance; but this provision shall not
be required in term insurance.

(8) Reinstatement. A provision that if, in event of default
in premium payments, the nonforfeiture value of the policy shall be
applied to the purchase of other insurance, and if such insurance shall
be in force and the original policy shah1 not have been surrendered to
the company and canceled, the policy may be reinstated within three
years from such default, upon evidence of insurability satisfactory to
the company, and payment of arrears of premiums, with interest;

(9) Payment of claims. A provision that, when a policy
becomes a claim by the death of the insured, settlement shall be
made upon receipt of due proof of death, or not later than two
months after receipt of such proof;

(10) Settlement option. A table showing the amount of
installments in which the policy may provide its proceeds may be
payable;

(11) Description of policy. A title on the face and on
the back of the policy briefly and correctly describing in bold letters
the same, and so specifying its general character, dividend periods,
and other particulars, that the holder will not be able to mistake the
nature and scope of the contract.

Any of the foregoing provisions or portions thereof relating to
premiums not applicable to single premium policies shall not be in-
corporated therein.

Sec. 4. [61A.04] Spendthrift provision. In addition to
the provisions now required by law to be in the standard form of
life insurance policies issued or delivered in this state, there shall be,
when such policy provides for the payment to the beneficiary the
proceeds thereof, in either monthly, quarterly, semi-annual or annual
instalments, to continue during the lifetime of the beneficiary, or for
a stipulated number- of years, whenever requested by the insured
under the policy, the following provisions:

All rights of the beneficiary to commute, change time of pay-
ment or amount of instalments, surrender for cash, borrow against or
assign for any purpose, are hereby withdrawn and those parts of this
policy giving the beneficiary such rights are hereby declared inopera-
tive and void; it being the intent hereof that the beneficiary shall have
no right under this contract except to receive the instalments at such
times and in such amounts as stated in this policy, and all the provi-
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sions of this policy in conflict herewith are hereby declared to be in-
operative.

This provision may be attached to any policy in the form of a
rider thereon, and, when so attached, shall become a part of and
form a part of the contract of insurance, evidenced by the policy to
all intents and purposes as if set forth at length therein.

Sec. 5. [61A.05] Life policies to contain entire contract.
Every policy of insurance issued or delivered within this state on or
after the first day of January, 1908, by any life insurance corpora-
tion doing business within the state, shall contain the entire contract
between the parties.

Every policy which contains a reference to the application,
either as a part of the policy or as having any bearing thereon, shall
have a copy of such application attached thereto or set out therein.

Sec. 6. [61A.06] Aviation and war risk exclusion per-
mitted. Policies of life insurance may be delivered or issued for
delivery in this state which limit the amount to be paid in the event
of death occurring as a result of travel or flight in, or descent from
or with, any kind of aircraft if the insured (1) is a pilot, officer or
member of the crew of such aircraft, or is participating in aero-
nautic or aviation training during such flight, or (2) is in the mili-
tary, naval or air forces of any country and is being transported in a
military, naval or air force aircraft. Such amount shall not be less
than the reserve on the policy plus any dividends standing to the
credit of the policy and the reserve for any paid-up additions, less
any indebtedness to the company on the policy. Such limitation may
be made by a provision in the policy or by a rider made a part there-
of provided, that no such limitation shall be effective unless and
until the insured or applicant shall agree in writing thereto; and pro-
vided, further, that except in case of policies issued on the lives of
persons who have received aeronautic or aviation training or whose
occupation entails duty aboard aircraft in flight, such limitation shall
apply only in event death occurs within five years after date of issue
of the policy. This section shall not affect the validity of provisions
which limit the amount to be paid in the event of death of the in-
sured while in the military, naval or air forces of any country at
war, or of provisions relative to benefits in the event of total and
permanent disability, or of provisions which grant additional insur-
ance specifically against death by accident. Policies issued by life
insurance companies organized under the laws of this state for de-
livery in any other state, territory, district, or country may contain
any provisions limiting the amount to be paid in the event of death
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which are permitted by the laws of such other state, territory, dis-
trict, or country.

Sec. 7. [61A.07] Prohibited provisions. No policy of
life insurance shall be issued or delivered in this state, or be issued
by a life insurance company organized under the laws of this state,
if it contains a provision:

(1) for forfeiture of the policy for failure to repay any loan
on the policy or to pay interest on such loan while the total indebted-
ness on the policy is less than the loan value thereof; or for forfeiture
for failure to repay any such loan or to pay interest thereon, unless
such provision contain a stipulation that no such forfeiture shall
occur until at least one month after notice shall have been mailed by
the company to the last known address of the insured and of the as-
signee, if any, notice of whose address and contract of the assignment
has been filed with the company, at its home office; or

(2) limiting the time within which any action at law or in
equity may be commenced to less than five years after the cause of
action shall accrue; or

(3) by which the policy shall purport to be issued or to take
effect more than six months before the original application for the
insurance was made; or

(4) for any mode of settlement at maturity of less value-
than the amount insured on the face of the policy plus any dividend
additions, less any indebtedness to the company on the policy, and
less any premium that may be deducted by the terms of the policy.

Sec. 8. [61A.08] Exceptions. Sections 2, 3, 7, 23, and
25 shall not, except as expressly provided in this Article, apply to
annuities, industrial or group term policies, or to corporations or as-
sociations operating on the assessment or fraternal plan, and in every
case where a contract provides for both insurance and annuities,
sections 2, 3 and 7 shall apply only to that part of the contract
which provides for insurance, but every contract containing a provi-
sion for a deferred annuity on the life of the insured only, unless paid
for by a single premium, shall provide that, in event of the non-pay-
ment of any premium after three full years' premium shall have been
paid, the annuity shall automatically become converted into a paid-
up annuity for that proportion of the original annuity as the number
of completed years' premiums paid bears to the total number of
premiums required under the contract.

Sec. 9. [61A.09] Group life insurance. No group life
insurance policy shall be issued for delivery in this state until the form
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thereof and the form of any certificates issued thereunder have been
filed in accordance with and subject to the provisions of section 2.
Each person insured under such a group life insurance policy (ex-
cepting policies which insure the lives of debtors of a creditor or
vendor to secure payment of indebtedness) shall be furnished a cer-
tificate of insurance issued by the insurer and containing the fol-
lowing:

(a) Name and location of the insurance company;

(b) A statement as to the insurance protection to which the
certificate holder is entitled, including any changes in such protec-
tion depending on the age of the person whose life is insured;

(c) Any and all provisions regarding the termination or re-
duction of the certificate holder's insurance protection;

(d) A statement that the master group policy may be ex-
amined at a reasonably accessible place;

(e) The maximum rate of contribution to be paid by the
certificate holder;

(0 Beneficiary and method required to change such bene-
ficiary;

(g) In the case of a group term insurance policy if the policy
provides that insurance of the certificate holder will terminate, in
case of a policy issued to an employer, by reason of termination of
the certificate holder's employment, or in case of a policy issued to
an organization of which the certificate holder is a member, by rea-
son of termination of his membership, a provision to the effect that
in case of termination of employment or membership the certificate
holder shall be entitled to have issued to him by the insurer, without
evidence of insurability, upon application made to the insurer within
31 days after termination of employment or membership, and upon
payment of the premium applicable to the class of risk to which he
belongs and to the form and amount of the policy at his then attained
age, a policy of life insurance only, in any one of the forms cus-
tomarily issued by the insurer except term insurance, in an amount
equal to the amount of his life insurance protection under such group
insurance policy at the time of such termination; and shall contain a
further provision to the effect that upon the death of the certificate
holder during such 31-day period and before any such individual
policy has become effective, the amount of insurance for which the
certificate holder was entitled to make application shall be payable
as a death benefit by the insurer.
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Sec. 10. [61A.10] Extension of time for payment of pre-
miums. Parties to any policy of life insurance now or hereafter
issued shall have the right at any time to mutually agree, in writing,
for an extension of time in which to pay a second or subsequent
premium on the policy, upon condition that the failure to pay the
amount agreed upon at the time agreed, shall lapse the policy as of
the date mutually agreed upon in the writing; provided, no such
agreement shall impair any right to extended or paid-up insurance
which the insured may have under the policy, nor any right to have
the premiums, any part thereof, or the amount payable for the ex-
tension charged against the policy under the terms of the policy. No
such agreement need be attached to or made a part of the insurance
policy so affected.

Sec. 11. [61A.11] Misstatement, when not to invalidate
policy. In any claim upon a policy issued in this state without
previous medical examination, or without the knowledge or consent
of the insured, or, in case of a minor, without the consent of his
parent, guardian, or other person having his legal custody, the state-
ments made in the application as to the age, physical condition, and
family history of the insured shall be valid and binding upon the
company, unless wilfully false or intentionally misleading.

Sec. 12. [61A.12] Beneficiaries. Subdivision 1. Pro-
ceeds of life policy, who entitled to. When any insurance is ef-
fected in favor of another, the beneficiary shall be entitled to its
proceeds against the creditors and representatives of the person ef-
fecting the same. All premiums paid for insurance in fraud of credi-
tors, with interest thereon, shall inure to their benefit from the pro-
ceeds of the policy, if the company be specifically notified thereof, in
writing, before payment.

Subd. 2. Exemption in favor of family. Every policy made
payable to, or for the benefit of, the wife of the insured, or after its
issue assigned to or in trust for her, shall inure to her separate use
and that of her children, subject to the provisions of this section.

Subd. 3. Certain minors may receive payments of insurance
benefits. Any minor domiciled in the state for whose estate there
is no qualified guardianship established and who has attained the
age of 18 years, determined by his nearest birthday, shall be deemed
competent to receive and to give full release and discharge for a pay-
ment or payments not exceeding $100 in any one month, made by
an insurer either (a) as death benefits payable to that minor as
beneficiary under one or more policies of life insurance, or (b) as
proceeds of a policy on the life of that minor payable to him upon
maturity of the policy as an endowment or upon surrender of the
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policy for its cash value. No such minor shall be deemed competent
to alienate his right to, or to anticipate, such payments.

Subd. 4. Change of beneficiary. The person applying for
and procuring a policy may change the beneficiary or beneficiaries,
if the consent of the beneficiary or beneficiaries named in the policy
is obtained, or if a power so to do is reserved in the contract of in-
surance, or in case of the death or divorcement of a married woman
named as beneficiary.

Contracts—Variable Basis

Sec. 13. [61A.13] Definitions. Subdivision 1. When
used in sections 13 to 21, "contract on a variable basis" means any
contract on either a group or an individual basis issued by a life
insurance company providing for the dollar amount of benefits or
other contractual payments or values thereunder to vary so as to re-
flect investment results of a separate account in which amounts re-
ceived in connection with any such contracts have been placed.

Subd. 2. "Commission" means the commerce commission of
the state of Minnesota.

Sec. 14. [61A.14] Companies entitled to issue contracts;
accounts; investments. Subdivision 1. Any domestic life insur-
ance company which has satisfied the commission that its financial
condition and methods of operation will not be prejudicial to resi-
dents of this state shall have authority to establish and operate one
or more separate accounts and to issue contracts on a variable basis,
subject to the provisions of sections 13 to 21 and (except as to the
contracts referred to in section 20) to the provisions of Minnesota
Statutes, Chapter 80, as amended.

Subd. 2. Except as may be otherwise specifically provided
by the contract concerned, all amounts received by a life insurance
company in connection with any contract on a variable basis shall
be allocated to the appropriate separate account. The income, if any,
and gains or losses, realized or unrealized on each such account may
be credited to or charged against the amount allocated to such ac-
count in accordance with such contract, without regard to the other
income, gains, or losses of the company.

Subd. 3. All amounts allocated to such accounts, and accumu-
lations thereon, may be invested and reinvested in any class or
classes of loans and investments authorized for domestic life insur-
ance companies; provided that investments in corporate stocks,
bonds, notes, and other evidences of indebtedness as authorized by

Changes or additions indicated by italics, deletions by strikeout.



684 SESSION LAWS [Chap.

section 28, subdivision 6, shall not be subject to (J) the limitations
or requirements specified in subdivision 6 of said section 28, or (2)
the percentage limitations specified in subdivision 12 of said section
28. No sale, transfer, exchange, or substitution of investments may
be made between a separate account and any other investment ac-
count of a company.

Sec. 15. [61A.15] Contract provisions. All contracts
on a variable basis issued in this state shall stipulate the expense,
mortality, and investment-increment factors to be used in computing
(1) in the case of individual contracts, the dollar amount of variable
benefits or other contractual payments or values, and (2) in the
case of group contracts, the dollar amount payable with respect to a
unit of variable benefits purchased thereunder. All such contracts
shall guarantee that expense and mortality results shall not affect
such dollar amounts adversely. The mortality and investment-incre-
ment factors used in computing the dollar amount of variable bene-
fits or other contractual payments or values under an individual
contract on a variable basis shall not produce a larger initial payment
than would be produced by use of the 1937 Standard Annuity Mor-
tality Table and an annual investment-increment assumption of three
percent, or such other mortality table and investment-increment as-
sumption as the commissioner may designate.

Sec. 16. [61A.16] Contract provisions. No contract on
a variable basis, nor certificate evidencing variable benefits issued
pursuant to any such contract on a group basis, shall be issued in
this state unless it contains (1) a statement of the essential features
of the procedure to be followed by the insurance company in de-
termining the dollar amount of variable benefits or other contractual
payments or values thereunder and (2) a statement that such
amounts may decrease or increase according to such procedure and
(3) a statement in a prominent position on its first page that the
benefits or other contractual payments or values thereunder are on a
variable basis.

Sec. 17. [61A.17] Filing and registration of contracts.
No contract on a variable basis shall be issued in this state until a
copy of the form thereof (and, in the case of a group contract, the
form of any certificate evidencing variable benefits issued pursuant
thereto) and any form of application for such contract shall have
been filed with the commissioner and (except as to contracts re-
ferred to in section 20) with the commission, as part of the applica-
tion for the registration of contracts pursuant to the requirements of
said Chapter 80. After registration of contracts, annual reports shall
be furnished each contract holder, giving complete information per-
taining to his interests in the contract.
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Sec. 18. [61A.18] Disapproval of contracts. The com-
missioner shall have the power to disapprove any contract form, ap-
plication, or certificate (1) if it does not comply with the foregoing
provisions of sections 13 to 21; or (2) if it contains provisions which
are unjust, unfair, inequitable, ambiguous, or misleading; or (3) if
sales of such contract are being solicited by any means of advertising,
communication, or dissemination of information which involves mis-
leading or inadequate description of the provisions of the contract.
After the commissioner shall have notified a company of his disap-
proval, it shall be unlawful for that company to issue or use the con-
tract, application or certificate in the form so disapproved.

Sec. 19. [61A.19] Foreign companies. Subject to the
provisions of sections 13 to 21 and to the provisions of said chapter
80, any foreign life insurance company which has a certificate of
authority to do business in this state and which has been authorized
by the laws of its state of domicile to issue contracts on a variable
basis may issue such contracts in this state on the same basis per-
mitted domestic companies provided that it has satisfied the commis-
sioner that its financial condition and methods of operation will not
be prejudicial to residents of this state.

Sec. 20. [61A.2Q] Group contracts. A group contract
on a variable basis (1) which meets the requirements of the Federal
Internal Revenue Code of 1954, as amended, for qualification of a
pension, profit-sharing, or annuity plan and (2) which does not
permit the allocation to a separate account of any payment or con-
tribution made by an employee and (3) which covers at least 25 em-
ployees at the time of its execution and (4) under which the prom-
ised payments are in fixed-dollar amounts shall be exempt from the
requirement of registration pursuant to the provisions of said chapter
80, and the sale thereof shall be exempt from the licensing require-
ments of said chapter 80.

Sec. 21. [61A.21] Rules and regulations. The commis-
sioner and the commission may issue such rules and regulations as
may be necessary to carry out the purposes of sections 13 to 21.

Contracts—Miscellaneous

Sec. 22. [61A.22] Contracts to specify benefits and con-
sideration. No life insurance company shall make any insurance,
guaranty, contract, or pledge in this state, or to or with any citizen
or resident thereof, which does not distinctly specify the amount and
manner of payment of benefits and the consideration therefor, except
that contracts on a variable basis need not specify the amount of
benefits.
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Sec. 23. [61A.23] Provisions in policies; laws of other
states. The policies of a life insurance company, not organized
under the laws of this state, may contain any provision which the
laws of the state, territory, district, or country under which the com-
pany is organized, prescribe shall be in such policies, and the poli-
cies of a life insurance company organized under the laws of this
state may, when issued or delivered in any other state, territory, dis-
trict, or country, contain any provision required by the laws of the
state, territory, district, or country in which the same are issued, any-
thing in sections 2, 3, 7, 8, 23, and 25 to the contrary notwithstand-
ing.

Standard Nonforfeiture Law

Sec. 24. [61A.24J Standard nonforfeiture law. Subdi-
vision 1. Citation. This section shall be known as the Standard
Nonforfeiture Law.

Subd. 2. Policy provisions. No policy of life insurance, ex-
cept as stated in subdivision 14, shall hereafter be issued or deliv-
ered in this state unless it shall contain in substance the following
provisions, or corresponding provisions which in the opinion of the
commissioner are at least as favorable to the defaulting or surrender-
ing policyholder:

(1) That, in the event of default in any premium payment,
the company will grant, upon proper request not later than 60 days
after the date of the premium in default, a paid-up nonforfeiture
benefit on a plan stipulated in the policy, effective as of such due
date, of such value as may be hereinafter specified.

(2) That, upon surrender of the .policy within 60 days after
the due date of any premium payment in default after premiums
have been paid for at least three full years in the case of Ordinary
insurance or five full years hi the case of Industrial insurance, the
company will pay, in lieu of any paid-up nonforfeiture benefit, a cash
surrender value of such amount as may be hereinafter specified.

(3) That a specified paid-up nonforfeiture benefit shall be-
come effective as specified in the policy unless the person entitled
to make such election elects another available option not later than
60, days after the due date of the premium in default.

(4) That, if the policy shall have become paid-up by com-
pletion of all premium payments or if it is continued under any paid-
up nonforfeiture benefit which became effective on or after the third
policy anniversary in the case of Ordinary insurance or the fifth policy
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anniversary in the case of Industrial insurance, the company will
pay, upon surrender of the policy within 30 days after any policy an-
niversary, a cash surrender value of such amount as may be here-
inafter specified.

(5) A statement of the mortality table and interest rate used
in calculating the cash surrender values and the paid-up nonfor-
feiture benefits available under the policy, together with a table
showing the cash surrender value, if any, and paid-up nonforfeiture
benefit, if any, available under the policy on each policy anniversary
either during the first 20 policy years or during the term of the policy,
whichever is shorter, such values and benefits to be calculated upon
the assumption that there are no dividends or paid-up additions
credited to the policy and that there is no indebtedness to the com-
pany on the policy.

(6) A brief and general statement of the method to be used
in calculating the cash surrender value and the paid-up nonforfeiture
benefit available under the policy on any policy anniversary beyond
the last anniversary for which such values are consecutively shown in
the policy with an explanation of the manner in which the cash sur-
render values and the paid-up nonforfeiture benefits are altered by
the existence of any paid-up additions credited to the policy or any
indebtedness to the company on the policy.

Subd. 3. Exception; deferred payment. Any provision or
portion of subdivision 2 not applicable by reason of the plan of in-
surance may be omitted from the policy. The company shall reserve
the right to defer the payment of any cash surrender value for a
period of six months after demand therefor with surrender of the
policy.

Subd. 4. Cash surrender value. Any cash surrender value
available under the policy in the event of default in a premium pay-
ment due on any policy anniversary, whether or not required by
subdivisions 2 and 3 shall be an amount not less than the excess of
the present value on such anniversary of the future guaranteed bene-
fits which would have been provided for by the policy, including
any existing paid-up additions, if there had been no default, over
the sum of (1) the then present value of the adjusted premiums as
prescribed in subdivisions 6 to 12, corresponding to premiums which
would have fallen due on and after such anniversary, and (2) the
amount of any indebtedness to the company on the policy. Any cash
surrender value available within 30 days after any policy anniversary
under any policy paid-up by completion of all premium payments or
any policy continued under any paid-up nonforfeiture benefit, whether
or not required by subdivisions 2 and 3, shall be an amount not less
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than the present value on such anniversary of the future guaranteed
benefits provided for by the policy, including any existing paid-up
additions, decreased by any indebtedness to the company on the
policy.

Subd. 5. Paid-up nonforfeiture benefit. Any paid-up non-
forfeiture benefit available under the policy in the event of default in
a premium payment due on any policy anniversary shall be such that
its present value as of such anniversary shall be at least equal to the
cash surrender value then provided for by the policy or, if none is
provided for, that cash surrender value which would have been re-
quired by this section in the absence of the condition that premiums
shall have been paid for at least a specified period.

Subd. 6. Calculation of adjusted premiums; general. Ex-
cept as provided in subdivision 8, the adjusted premiums for any
policy shall be calculated on an annual basis and shall be such uni-
form percentage of the respective premiums specified in the policy
for each policy year (excluding extra premiums on a substandard
policy) that the present value, at the date of issue of the policy, of
all such adjusted premiums shall be equal to the sum of (1) the then
present value of the future guaranteed benefits provided for by the
policy; (2) two percent of the amount of insurance, if the insurance
be uniform in amount, or of the equivalent uniform amount, as here-
inafter defined, if the amount of insurance varies with duration of the
policy; (3) 40 percent of the adjusted premium for the first policy
year; (4) 25 percent of either the adjusted premium for the first
policy year or the adjusted premium for a whole life policy of the
same uniform or equivalent uniform amount with uniform premiums
for the whole of life issued at the same age for the same amount of
insurance, whichever is less. In applying the percentages specified in
(3) and (4), no adjusted premiums shall be deemed to exceed four
percent of the amount of insurance or uniform amount equivalent
thereto. The date of issue of a policy for the purpose of this section
shall be the date as of which the rated age of the insured is deter-
mined.

Subd. 7. Adjusted premiums; varying amount of insurance.
In the case of a policy providing an amount of insurance varying
with duration of the policy, the equivalent uniform amount thereof
for the purpose of subdivisions 6 to 11 is the uniform amount of in-
surance provided by an otherwise similar policy containing the same
endowment benefit or benefits issued at the same age and for the same
term, the amount of which does not vary with duration and the
benefits under which have the same present value at the date of issue
^ the benefits under the policy; provided, however, that in the case
of a policy providing a varying amount of insurance issued on the
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life of a child under age ten, the equivalent uniform amount may be
computed as though the amount of insurance provided by the policy
prior to the attainment of age ten were the amount provided by
such policy at age ten.

Subd. 8- Adjusted premiums; supplemental term insurance.
The adjusted premiums for any policy providing term insurance bene-
fits by rider or supplemental policy provision shall be equal to (a)
the adjusted premiums for an otherwise similar policy issued at the
same age without such term insurance benefits, increased, during the
period for which premiums for such term insurance benefits are pay-
able, by (b) the adjusted premiums for such term insurance, the
foregoing items (a) and (b) being calculated separately and as
specified in subdivisions 6 and 7 except that, for the purposes of
(2), (3) and (4) of subdivision 6, the amount of insurance or
equivalent uniform amount of insurance used in the calculation of
the adjusted premiums referred to in (b) shall be equal to the ex-
cess of the corresponding amount determined for the entire policy
over the amount used in the calculation of the adjusted premiums
in (a).

Subd. 9. Adjusted premiums; ordinary insurance. In the
case of Ordinary policies hereafter issued all adjusted premiums and
present values referred to in this section shall be calculated on the
basis of the Commissioners 1958 Standard Ordinary Mortality Table
and the rate of interest, not exceeding three and one-half percent
per annum, specified in the policy for calculating cash surrender
values and paid-up nonforfeiture benefits, provided that for any
category of Ordinary insurance issued on female risks, adjusted pre-
miums and present values may be calculated according to an age not
more than three years younger than the actual age of the insured.
Provided, however, that in calculating the present value of any paid-
up term insurance with accompanying pure endowment, if any, of-
fered as a nonforfeiture benefit, the rates of mortality assumed may
be not more than those shown in the Commissioners 1958 Extended
Term Insurance Table. Provided, further, that for insurance issued on
a substandard basis, the calculation of any such adjusted premiums
and present values may be based on such other table of mortality
as may be specified by the company and approved by the commis-
sioner.

Subd. 10. Adjusted premiums; industrial insurance. Except
as otherwise provided in subdivisions 11 and 12, all adjusted pre-
miums and present values referred to in this section shall for all poli-
cies of Industrial insurance be calculated on the basis of the 1941
Standard Industrial Mortality Table. All calculations shall be made
on the basis of the rate of interest, not exceeding three and one-half
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percent per annum, specified in the policy for calculating cash sur-
render values and paid-up nonforfeiture benefits. In calculating the
present value of any paid-up term insurance with accompanying
pure endowment, if any, offered as a nonforfeiture benefit, -the rates
of mortality assumed may be not more than 130 percent of the rates
of mortality according to such applicable table. For insurance issued
on a substandard basis, the calculation of any such adjusted premi-
ums and present values may be based on such other table of mor-
tality as may be specified by the company and approved by the com-
missioner.

Subd. 11. Adjusted premiums; industrial insurance. In the
case of industrial policies issued on or after the operative . date of
this subdivision as defined in subdivision 12, all adjusted premiums
and present values referred to in this section shall be calculated on
the basis of the Commissioners 1961 Standard Industrial Mortality
Table and the rate of interest, not exceeding three and one-half per-
cent per annum, specified in the policy for calculating cash surrender
values and paid-up nonforfeiture benefits. Provided, however, that in
calculating the present value of any paid-up term insurance with
accompanying pure endowment, if any, offered as a nonforfeiture
benefit, the rates of mortality assumed may be not more than those
shown in the Commissioners 1961 Industrial Extended Term In-
surance Table. Provided, further, that for insurance issued on a sub-
standard basis, the calculations of any such adjusted premiums and
present values may be based on such other table of mortality as may
be specified by the company and approved by the commissioner.

Subd. 12. Operative dale of Subdivision 11. After April
9, 1963, any company may file with the commissioner a written no-
tice of its election to comply with the provisions of subdivision 11
after a specified date before January 1, 1968. After the filing of such
notice, then upon such specified date (which shall be the operative
date of subdivision 11 for such company), subdivision 11 shall be-
come operative with respect to the Industrial policies thereafter issued
bv such company. If a company makes no such election, the opera-
tive date of subdivision 11 for such company shall be January 1,
1968.

Subd. 13. Default in premium payment Any cash surren-
der value and any paid-up nonforfeiture benefit, available under the
policy in the event of default in a premium payment due at any time
other than on the policy anniversary, shall be calculated with allow-
ance for the lapse of time and the payment of fractional premiums
ivwond the last preceding policy anniversary. All values referred to
in subdivisions 4 to 12 may be calculated upon the assumption that
any death benefit is payable at the end of the policy year of death.
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The net value of any paid-up additions, other than paid-up term ad-
ditions, shall be not less than the dividends used to provide such ad-
ditions. Notwithstanding the provisions of subdivision 4, additional
benefits payable (1) in the event of death or dismemberment by ac-
cident or accidental means, (2) in the event of total and permanent
disability, (3) as reversionary annuity or deferred reversionary an-
nuity benefits, (4) as term insurance benefits provided by a rider or
supplemental policy provisions to which, if issued as a separate pol-
icy, this section would not apply, (5) as term insurance on the life
of a child or on the lives of children provided in a policy on the
life of a parent of the child, if such term insurance expires before
the child's age is 26, is uniform in amount after the child's age is
one, and has not become paid-up by reason of the death of a parent
of the child, and (6) as other policy benefits additional to life in-
surance and endowment benefits, and premiums for all such addi-
tional benefits, shall be disregarded in ascertaining cash surrender
values and nonforfeiture benefits required by this section and no such
additional benefits shall be required to be included in any paid-up
nonforfeiture benefits.

Subd. 14. Application. The foregoing subdivisions of this
section shall not apply to any reinsurance, group insurance, pure
endowment, annuity or reversionary annuity contract nor to any
term policy of uniform amount, or renewal thereof, of 15 years or
less expiring before age 66, for which uniform premiums are pay-
able during the entire term of the policy, nor to any term policy of
decreasing amount on which each adjusted premium, calculated as
specified in subdivisions 6 to 12, is less than the adjusted premium
so calculated, on such 15-year term policy issued at the same age and
for the same initial amount of insurance, nor to any policy which
shall be delivered outside this state through an agent or other rep-
resentative of the company issuing the policy. ^

Standard Valuation Law

Sec. 25. [61A.25] Standard valuation law. Subdivision
1. Citation. This section shall be known as the standard valua-
tion law.

Subd. 2. Valuation of reserves. The commissioner shall
cause to be valued annually the reserve liabilities, hereinafter called
reserves, for all outstanding life insurance policies and annuity and
pure endowment contracts of every life insurance company doing
business in this state, except that in the case of a foreign or alien
insurer such valuation shall be limited to its insurance transactions in
the United States, and may certify the amount of any such reserves,
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specifying the mortality table or tables, rate or rates of interest and
methods (net level premium method or other) used in calculation
of such reserves. In calculating such reserves, he may use group
methods and approximate averages for fractions of a year or other-
wise. In lieu of the valuation of the reserves herein required of any
foreign or alien company, he may accept any valuation made, or
caused to be made, by the insurance supervisory official of any state
or other jurisdiction when such valuation complies with the mini-
mum standard herein provided and if the official of such state or
jurisdiction accepts as sufficient and valid for all legal purposes the
certificate of valuation of the commissioner when such certificate
states the valuation to have been made in a specified manner accord-
ing to which the aggregate reserves would be at least as large as if
they had been computed in the manner prescribed by the law of that
state or jurisdiction. In the case of insurance issued by a domestic in-
surer upon the lives of residents of a foreign country, the com-
missioner may vary the mortality standard to a standard applicable
to that country.

Subd. 3. Minimum standards of valuation. The minimum
standard for the valuation of all such 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 such date.
The minimum standard for the valuation of all such policies and
contracts issued on or after the operative date of Laws 1947, Chap-
ter 182, shall be the commissioners reserve valuation method de-
scribed in subdivision 4, three and one-half percent interest, and the
following tables:

(1) For all Ordinary policies of life insurance issued on the
standard basis, excluding any disability and accidental death benefits
in such policies, the Commissioners 1941 Standard Ordinary Mor-
tality Table for such policies issued prior to the operative date of
subdivision 9 of section 24 and the Commissioners 1958 Standard
Ordinary Mortality Table for such policies issued on or after such
operative date; provided that for any category of such policies issued
on female risks all modified net premiums and present values re-
ferred to in Laws 1959, Chapter 26, may be calculated according to
an age not more than three years younger than the actual age of the
insured.

(2) For all Industrial life insurance policies issued on the
standard basis, excluding any disability and accidental death benefits
in such policies, the 1941 Standard Industrial Mortality Table for
such policies issued prior to the operative date of subdivision 11 of
section 24 and the Commissioners 1961 Standard Industrial Mortality
Table for such policies issued on or after such operative date.
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(3) For individual annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such 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.

(4) For group annuity and pure endowment contracts, ex-
cluding any disability and accidental death benefits in such policies,
the Group Annuity Mortality Table for 1951, any modification of
such table approved by the commissioner, • or at the option of the
company, any of the tables or modifications of tables specified for in-
dividual annuity and pure endowment contracts.

(5) For total and permanent disability benefits in or supple-
mental to Ordinary policies or contracts, for policies or contracts is-
sued 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 bene-
fit; for policies or contracts issued on or after January 1, 1963, and
prior to January 1, 1966, either such tables or, at the option of the
company, the class (3) disability table (1926); and for policies is-
sued prior to January 1, 1963, the class (3) disability table (1926).
Any such table shall, for active lives, be combined with a mortality
table permitted for calculating the reserves for life insurance policies.

(6) For accidental death benefits in or supplementary to pol-
icies, for policies issued on or after January 1, 1966, the 1959 Acci-
dental Death Benefits Table; for policies issued on or after January
1, 1963, and prior to January 1, 1966, either such table or, at the
option of the company, the Inter-Company Double Indemnity Mor-
tality Table; and for policies issued prior to January 1, 1963, the In-
ter-Company Double Indemnity Mortality Table. Either table shall
be combined with a mortality table permitted for calculating the re-
serves for life insurance policies.

(7) For group life insurance, life insurance issued on the
substandard basis and other special benefits, such tables as may be
approved by the commissioner.

Subd. 4. Reserve valuation of life insurance and endowment
benefits; modified premiums. Reserves according to the commis-
sioners reserve valuation method, for the life insurance and endow-
ment benefits of policies providing for a uniform amount of insur-
ance and requiring the payment of uniform premiums shall be the
excess, if any, of the present value at the date of valuation of such
future guaranteed benefits provided for by such policies over the
then present value of any future modified net premiums therefor.
The modified net premiums for any such policy shall be such uni-
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form percentage of the respective contract premiums for such bene-
fits that the present value, at the date of issue of the policy, of all such
modified net premiums shall be equal to the sum of the then present
value of such benefits provided for by the policy and the excess of
(a) over (b) as follows:

(a) A net level annual premium equal to the present value,
at the date of issue, of such benefits provided for after the first policy
year, divided by the present value at the date of issue of an annuity
of one per annum payable on the first and each subsequent anniver-
sary of such policy on which a premium falls due; provided, how-
ever, that such net level annual premium shall not exceed the net
level annual premium on the nineteen year premium whole life plan
for insurance of the same amount at an age one year higher than the
age at issue of such policy.

(b) A net one year term premium for such benefits provided
for in the first policy year.

Reserves according to the commissioners reserve valuation meth-
od for (1) life insurance policies providing for a varying amount of
insurance or requiring the payment of varying premiums, (2) an-
nuity and pure endowment contracts, (3) disability and accidental
death benefits in all policies and contracts, and (4) all other benefits,
except life insurance and endowment benefits in life insurance poli-
cies, shall be calculated by a method consistent with the principles
of the preceding paragraph, except that any extra premiums charged
because of impairments or special hazards shall be disregarded in the
determination of modified net premiums.

Subd. 5. Minimum aggregate reserves. In no event shall
a company's aggregate reserves for all life insurance policies,, 'exclud^
ing disability and accidental death benefits, issued on or after the op-
erative date of Laws 1947, Chapter 182, be less than the aggregate
reserves calculated in accordance with the method set forth in sub-
division 4 and the mortality table or tables and rate or rates of in-
terest used in calculating nonforfeiture benefits for such policies.

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 reserves
for all such policies and contracts than the minimum reserves re-
quired by the laws in effect immediately prior to such date.

(2) Reserves for any category of policies, contracts or bene-
fits as established by the commissioner, issued on or after the opera-
tive date of Laws 1947, Chapter 182, may be calculated, at the op-
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tion of the company, according to any standards which produce great-
er aggregate reserves for such category than those calculated ac-
cording to the minimum standard herein provided, but the rate or
rates of interest used shall not be higher than the corresponding rate
or rates of interest used in calculating any nonforfeiture benefits pro-
vided for therein. Reserves for participating life insurance policies is-
sued on or after the operative date of Laws 1947, Chapter 182, may,
witii the consent of the commissioner, be calculated according to a
rate of interest lower than the rate of interest used in calculating the
nonforfeiture benefits in such policies, with the further proviso that
if such lower rate differs from the rate used in the calculation of the
nonforfeiture benefits by more than one-half percent the company
issuing such policies shall file with the commissioner a plan providing
for such equitable increases, if any, in the cash surrender values and
nonforfeiture benefits in such policies as the commissioner shall ap-
prove.

(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 provided
may, with the approval of the commissioner, adopt any lower stand-
ard of valuation, but not lower than the minimum herein provided.

Subd. 7. Deficiency reserves. If the gross premium charged
by any life insurance company on any policy or contract is less than
the net premium for the policy or contract according to the mortali-
ty table, rate of interest and method used in calculating the reserve
thereon, there shall be maintained on such policy or contract a de-
ficiency reserve in addition to all other reserves required by law. For
each such policy or contract the deficiency reserve shall be the pres-
ent value, according to such standard, of an annuity of the difference
between such net premium and the premium charged for such policy
or contract, running for the remainder of the premium paying period.

Provisions as to Dividends

Sec. 26. [61A.26] Dividends. Subdivision 1. An-
nual apportionment and accounting of surplus. Every life insur-
ance company doing business in this state conducted on the mutual
plan or in which policyholders are entitled to share in the profits or
surplus shall make an annual apportionment and accounting of di-
visible surplus to each policyholder, beginning not later than the end
of the third policy year, on an participating policies hereafter issued;
and each such policyholder shall be entitled to and be credited with
or paid, in the manner hereinafter provided, such a portion of the
entire divisible surplus as has been contributed thereto by his policy.
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Subd. 2. Policyholder to choose. Every policyholder shall,
on all participating policies hereafter issued, be permitted, after his
policy has been in force five years, annually, to select the man-
ner and method of the application of the surplus to be annually ap-
portioned to his policy from among those set forth in the policy. All
apportioned surplus not actually paid over to the insured, or applied
in the reduction of current or future premiums or in the purchase of
paid-up insurance or pure endowment additions, shall be credited to
the insured and carried as an actual liability and be paid at the ma-
turity of the policy.

Subd. 3. Waiver prohibited. No agreement between the
company and the policyholder or applicant for insurance shall be held
to waive any of the provisions of subdivisions 1 and 2.

Subd. 4. Policies issued prior to January 1, 1908. Every life
insurance company doing business in this state conducted on the mu-
tual plan, or in which policyholders are entitled to share in the profits
or surplus, shall, on all policies of life insurance issued prior to Jan-
uary 1, 1908, under the conditions of which the distribution of sur-
plus is deferred to a fixed or specified time, and contingent upon the
policy being in force and the insured living at that time, annually as-
certain the amount of surplus to which all such policies as a separate
class are entitled, and shall annually apportion to such policies as a
class the amount of surplus so ascertained, and carry the amount of
such apportioned surplus, plus the actual interest earnings and ac-
cretions of such fund, as a distinct and separate liability to such class
of policies on and for which the same was accumulated, and no com-
pany or any of its officers shall be permitted to use any part of such
apportioned surplus fund for any purpose other than the express
purpose for which the same was accumulated. This subdivision shall
not apply to industrial policies.

Subd. 5. Required policy provision. The required policy
provision is contained in section 3(6).

Contingency Reserve

Sec. 27. [61A.27] Contingency reserve; limitations. Any
life insurance company doing business in this state may accumulate
and maintain, in addition to the capital and surplus contributed by
its stockholders, and in addition to an amount equal to the net values
of its policies, computed according to the laws of the jurisdiction un-
der which it is organized, a contingency reserve not exceeding the
following respective percentages of these net values: When the net
values are less than $100,000, 20 percent thereof, or the sum of
$10,000, whichever is the greater; when the net values are greater
than $100,000, the percentage thereof measuring the contingency re-
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serve shall decrease one-half of one percent for each $100,000 of the
net values up to $1,000,000; when the net values are greater than
$1,000,000, but do not exceed $25,000,000, the contingency reserve
shall not exceed 15 percent thereof; when the net values are greater
than $25,000,000, but do not exceed $150,000,000, the contingen-
cy reserve shall not exceed 12H percent thereof; when the net values
are greater than $150,000,000, the contingency reserve shall not ex-
ceed ten percent thereof; provided, that as the net values of these
policies increase and the maximum percentage measuring the contin-
gency reserve decreases, the corporation may maintain the contin-
gency reserve already accumulated hereunder, although for the time
being it may exceed the maximum percentage herein prescribed, but
may not add to the contingency reserve when the addition will bring
it beyond the maximum percentage. For cause shown, the commis-
sioner may, at any time and from time to time, permit any corpora-
tion to accumulate and maintain a contingency reserve in excess of
the limit above mentioned for a prescribed period, not exceeding one
year under any one permission, by filing in his office a decision
stating his reasons therefor and causing the same to be published in
his next annual report. This section shall not apply to any company
doing exclusively a non-participating business.

Investments

Sec. 28. [61A.28] Domestic companies, investments.
Subdivision 1. Funds to be invested. 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:

Subd. 2. Governmental obligations. Bonds or treasury
notes or other obligations of the United States; bonds or other obliga-
tions of this state or of any state' of the United States, or of the
Dominion of Canada or any province thereof; bonds or other obliga-
tions of, or insured or guaranteed by any of the foregoing or by any
agency or instrumentality thereof; bonds of other obligations of any
county, city, town, village, organized school district, municipality, or
civil division of this state, or of any state of the United States or of
any province of the Dominion of Canada; debentures issued by the
federal housing administrator; obligations of national mortgage as-
sociations; or obligations payable in United States dollars issued or
fully guaranteed by International Bank for Reconstruction and De-
velopment not exceeding in aggregate face amount three percent of
the total admitted assets of such life insurance company.
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Subd. 3. Notes or bonds secured by mortgage. Notes or
bonds, secured by first mortgage, or trust deed in the nature thereof,
on improved real estate in the United States, having a value of at least
50 percent more than the amount of the loan secured thereby, or,
when the loan is to be fully amortized by installment payments of
principal and interest at least annually over a period of not to ex-
ceed 30 years, of at least 33V& percent more than the amount of such
loan. In calculating the ratio of the value of property to the loan
secured thereby, no part of the amount of any loan is to be included
which the United States or any agency or instrumentality thereof
has insured or guaranteed or made a commitment to insure or guar-
antee; provided, in no event shall the loan exceed the value of the
property. No improvement shall be included in estimating the value
of such real estate unless the same shall be insured against fire by
policies payable to and held by the security holder or a trustee for
its benefit. Also, if approved by the commissioner, notes or bonds
secured by mortgage or trust deed upon leasehold estates in improved
real property where 40 years or more of the term are unexpired and
where 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 such
leasehold estate shall exceed 50 percent of the fair market value
thereof at the time of such loan, and the value thereof shall be shown
by the sworn certificate of a competent appraiser. Notes or bonds se-
cured by mortgage, or trust deed in the nature thereof, which the
United States or any agency or instrumentality thereof has insured or
guaranteed or made a commitment to insure or guarantee.

Subd. 4. Public utility obligations. Bonds or obligations of
railway companies, street railway companies, and other public utility
corporations incorporated under the laws of this state, the United
States or any state thereof, or the Dominion of Canada, or any prov-
ince thereof, which shall not be in default as to the principal or in-
terest on any outstanding issue of bonds; the debentures of farm
mortgage debenture companies organized under the laws of this state,
and federal farm loan bonds.

Subd. 5. Certificate of deposit. Certificates of deposit of
banks organized under the laws of the United States or any state
thereof; provided, that not more than five percent of the admitted
assets of the company shall be invested in these certificates of deposit;
provided, however, that such investment of any company with ad-
mitted assets of less than one million dollars may be made to the ex-
tent of ten percent of the admitted assets, where the amount invested
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in such certificates of deposit in any bank does not exceed the amount
insured by the Federal Deposit Insurance Corporation.

Subd. 6, Corporate stocks arid obligations. Stocks, bonds,
notes, or other evidences of indebtedness as set forth in this sub-
division, provided that no investment may be made which will in-
crease the aggregate investment in all stocks beyond ten percent of
admitted assets as of the end of the preceding calendar year; in ap-
plying the standards prescribed in clauses (b), (c), and (d) of this
subdivision to the stocks, bonds, notes or other evidences of indebted-
ness of a corporation which in the qualifying period preceding pur-
chase of such stocks, bonds, notes or other evidences of indebtedness
acquired its property or a substantial part thereof through consolida-
tion, merger, or purchase,, the earnings of the several predecessors or
constituent corporations shall be consolidated.

(a) Stocks of banks, insurance companies, and municipal
corporations organized under the laws of the United States or any
state thereof; but not more than seven percent of the admitted assets
of any domestic life insurance company may be invested in stocks of
other insurance corporations and banks;

(b) Common stocks of any corporation not designated in
clause (a) of this subdivision, organized under the laws of the United
States or any state thereof, which (1) over the five completed fiscal
years immediately preceding date of purchase earned an average
amount per annum applicable to dividends on its common stock at
least equal to six percent of the par value of its common stock (or
in case of common stock having no par value, of the issued or stated
value of such stock) outstanding at date of purchase, and (2)
earned such amount during each of three of said five fiscal years; but
the company shall not invest in more than ten percent of the com-
mon stock of any one such corporation;

(c) Preferred stock of, or common or preferred stock guar-
anteed as to dividends by, any corporation not designated in clause
(a) of this subdivision, organized under the laws of the United States
or any state thereof, which (1) over the five completed fiscal years
immediately preceding date of purchase earned an average amount
per annum applicable to dividends at least equal to five percent of
the par value of its common and preferred stocks (or, in the case of
stocks having no par value, of its issued or stated value) outstanding
at date of purchase, and (2) earned such amount during each of
three of said five fiscal years; or which (1) over such period earned
an average amount per annum at least equal to two times the total
of its annual fixed charges and preferred dividends, determined with
reference to the date of purchase and (2) earned such amount dur-
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ing each of three of said five fiscal years. No investment shall be
made under this clause (c) in a stock upon which any dividend is in
arrears or has been in arrears for an aggregate of 90 days within the
immediately preceding three-year period; but the company shall not
invest in more than 20 percent of the preferred stock of any one such
corporation and the total investment in the preferred and common
stocks of any one such corporation shall not exceed ten percent of the
aggregate par or stated value of the preferred and common stocks
of such corporation;

(d) Bonds, notes, debentures, or other evidences of indebt-
edness, issued or guaranteed by a corporation (other than a corpora-
tion designated in subdivision 4) organized under the laws of the
United States or any state thereof, or the Dominion of Canada or
any province thereof, which, (1) over the five completed fiscal years
immediately preceding date of purchase, earned an average amount
per annum applicable to dividends at least equal to four percent upon
the par value (or in case of stock having no par value, then upon its
issued or stated value) of all its capital stock outstanding in each of
such five years and (2) earned such amount during each of three of
said five fiscal years. No investment shall be made under this clause
(d) upon which any interest obligation is in default or which has
been in default for an aggregate of 90 days within the immediately
preceding three-year period.

Subd. 7. Railroad equipment obligations. Railroad equip-
ment obligations, comprising bonds, notes, certificates, conditional
sales contracts or other adequately secured instruments, not exceed-
ing the cost or fair value of such railroad equipment whichever is less,
which when issued are secured by standard gauge rolling stock pur-
chased or leased by any railroad incorporated in the United States
or in Canada, or by the receiver or trustee of any such railroad, or
by any corporation engaged in the business of leasing or furnishing
railroad rolling stock, provided, that the entire issue of such obliga-
tions is required to be paid within 15 years from date of issue in ap-
proximately equal installments payable annually or at more fre-
quent intervals and commencing not later than three years after the
date of issue.

Subd. 8. Promissory notes secured by warehouse receipts.
Promissory notes maturing within six months, secured by the pledge
of registered terminal warehouse receipts issued against grain de-
posited in terminal warehouses, as defined in section 233.01. At the
time of investing in these notes, the market value of the grain shall
exceed the indebtedness secured thereby, and the note or pledge
agreement shall provide that the holder may call for additional like
security or sell the grain without notice upon depreciation of the
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security; the insurance company may accept, in lieu of the deposit
with it of the warehouse receipts, a trustee certificate issued by any
national or state bank at a terminal point, certifying that the ware-
house receipts have been deposited with it and are held as security for
the notes; and the amount invested in the securities mentioned in
this subdivision shall not, at any time, exceed 25 percent of the un-
assigned surplus and capital of the company.

Subd. 9. Obligations of trustees and receivers. Certificates,
notes, or other obligations issued by trustees or receivers of any in-
stitution created or existing under the laws of the United States or of
any state, district, or territory thereof, which, or the assets of which,
are being administered under the direction of any court having jur-
isdiction if such obligation is adequately secured as to principal and
interest; the amount invested in the securities mentioned in this sub-
division shall not, at any time, exceed 25 percent of the unassigned
surplus and capital of the company.

Subd. 10. Real estate sales contracts. Real estate sales
contracts to which the company is not an original party, involving
unencumbered real property situated in the United States, having a
value of at least 50 percent more than the amount of the unpaid bal-
ance of the contract, same to be assigned or otherwise transferred to
the company or to a trustee or nominee of its choosing. No improve-
ment shall be included in estimating the value unless the same shall
be insured against fire by policies payable to and held by the com-
pany or a trustee or nominee for its benefit. The foregoing provisions
of this subdivision shall not apply to real estate sales contracts to
which the company is an original party and shall not prohibit the
company from holding such contracts as an investment.

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, but not
exceeding 95 percent of the value of securities enumerated in sub-
divisions 2, 3, and 4 and 80 percent of the value 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 pledger at least equal to and concurrent with prin-
cipal 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
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value or, in case of pledge of securities other than those enumerated
in subdivisions 3 and 10, upon depreciation of security.

Subd. 12. Additional investments. Investments of any
kind, without regard to the categories, conditions, standards, or other
limitations set forth in the foregoing subdivisions 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 year exceeds $350,000.
Provided, however, that a company's total investment in the com-
mon stock of any corporation, other than the stock of the types of
corporations specified in subdivision 6(a), shall not exceed ten per-
cent of the common stock of the corporation. Provided, further, that
no investment may be made under the authority of this clause (2) or
clause (1) by a company that has not completed five years of ac-
tual operation since the date of its first certificate of authority.

If, subsequent to being, made under the provisions of this sub-
division, an investment is determined to have become qualified or
eligible under any of the foregoing subdivisions, the company may
consider such investment as^being held under the applicable provi-
sions of such foregoing subdivision and such investment need no
longer be considered as having been made under the provisions of
this subdivision.

Sec. 29. [61A.29] Investments; authorization; foreign in-
vestments. Subdivision 1. Authorization. No investment or
loan, except policy loans, shall be made by any domestic life insur-
ance company unless the same shall have been authorized by the
board of directors or by a committee charged with the duty of super-
vising the investment or loan^ and in either'case accurate records of
all authorizations shall be maintained.

Subd.' 2. Foreign investments. Any domestic life insurance
company -doing business in a foreign country may invest the funds
required to meet its obligations incurred in such foreign country in
conformity to the laws thereof in the kind of securities of such foreign
country in which the company is authorized to invest in this state.

Sec. 30. [61A.30] Investments; joint. No domestic life
insurance company shall subscribe to or participate in any under-
writing of the purchase or sale of securities or property, or enter
into any transactions for such purchase or sale on account of the
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company jointly with any other person, firm, or corporation; nor
shall any such company enter into any agreement to withhold from
sale any of its property, but the disposition of its property shall'be,
at all times, within the control of its board of directors. Nothing con-
tained herein shall be construed to invalidate or prohibit an agree-
ment by two or more investors to join and share in the purchase of
investments for bona fide investment purposes, provided that, in such
investments secured by mortgage or deed of trust, provisions be
made for a method of resolving any matters relating thereto as to
which the investors are not in agreement.

Sec. 31. [61A.31] Real estate holdings. Subdivision 1.
Purposes. Except as provided in subdivisions 2 and 3, every
domestic life insurance company may acquire, hold and convey real
property only for the following purposes and in the following man-
ner:

(1) Such as shall be requisite for convenient accomodation
in the transaction of its business;

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

(3) Such as shall have been conveyed to it in satisfaction of
debts previously contracted hi the course of its dealings;

(4) .Such as shall have been purchased at sales on judg-
ments, decrees or mortgages obtained or made for such debts.

All the real property specified in clauses (2), (3), and (4),
which shall not be necessary for its accommodation in the convenient
transaction of its business, shall be sold and disposed of within five
years after the company shall have acquired title to the same, or
within five years after the same shall have ceased to be necessary for
the accommodation of its business, and it shall not hold this property
for a longer period unless it shall procure a certificate from the
commissioner of insurance that its interest will suffer materially by the
forced sale thereof, in which event the time for the sale may be ex-
tended to such time as the commissioner shall direct in the certificate.

Subd. 2. Building projects. In order to promote and sup-
plement 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 emergency
in the housing situation in cities and their environs in this country
through investment of funds, any domestic life insurance company,
prior to December 1, 1951, may purchase or lease from any owner
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or owners (including states and political subdivisions thereof), real
property in, or within ten miles from, any city having a population of
25,000 or more 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, tene-
ment, or other dwelling houses, not including hotels, but including
accommodations for retail stores, shops, offices, and other com-
munity services reasonably incident to such projects; or, to provide
such housing or accommodations, may construct, reconstruct, im-
prove, 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 improvements thereon. The aggregate investment by any
such domestic life insurance company in all such projects, includ-
ing the cost of all real property so purchased or leased and the cost
of all improvements to be made upon such real property otherwise
acquired, shall not, at the date of purchase or other acquisition of
such real property, exceed ten percent of the total admitted assets of
such company on the last day of the previous calendar year. The
purchase or lease of, or investment in, any such housing projects shall
be subject to the approval of the commissioner of insurance.

Subd. 3. Acquisition of property. Any domestic life insur-
ance company may acquire real property other than property to be
used primarily for agricultural, horticultural, ranch, mining, recrea-
tional, amusement, hotel, club, or church purposes, as an investment
for the production of income, and improve or otherwise develop,
and lease, sell, and convey the same, subject to the following condi-
tions and limitations:

(1) The cost of each parcel of real property acquired pur-
suant to this subdivision, including the estimated cost to the com-
pany of the improvement or development thereof, when added to the
book value of all other real property then held by it pursuant to this
subdivision, shall not exceed five percent of its admitted assets as
of the end of the preceding calendar year, and (2) the cost of each
parcel of real property acquired pursuant to this subdivision, includ-
ing the estimated costs to the company of the improvement or de-
velopment thereof, shall not exceed one-half of one percent of its
admitted assets as of the end of the preceding calendar year. Each
parcel of real property held by the company under this subdivision
shall be valued on its books as of the end of each calendar year at an
amount that will include a write-down of the cost of such property,
including all improvement or development costs, at a rate that will
average not less than two percent per annum of such cost for each
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year or part thereof that the property has been so held, and (3) if,
as of the end of any calendar year, the aggregate net income be-
fore depreciation from all the properties held by the company under
this subdivision, less the sum of all previous write-downs applied
with respect to such properties, shall exceed five and one-half percent
per annum on the total book value of all such properties for the en-
tire period during which such properties have been so held, the
amount of such excess shall be applied, in such amounts as to such
properties as the company shall determine, as a further write-down
of such total book value. Tn order to enable the commissioner to ob-
tain comparable information from all companies with respect to their
operations under this subdivision and to determine compliance there-
with, he may, by regulation, prescribe a uniform classification of all
items of investment, income and expense, and a uniform method of
reporting such operations.

Domestic Mutual Life Companies;

Additional Provisions

Sec. 32. [61 A.32] Domestic mutual and stock and
mutual companies; voting rights of members. Every person in-
sured by a domestic mutual life insurance company, and every par-
ticipating policyholder of a domestic stock and mutual life insurance
company as defined in sections 33 to 36, shall be a member, entitled
to one vote and one vote additional for each $1,000 of insurance in
excess of the first $1,000; provided, that no member shall be en-
titled to more than 100 votes; and, provided, further, that in the case
of group insurance on employees such group shall be deemed to be
a single member and the employer shall be deemed to be such mem-
ber for'the purpose of voting, having not to exceed 100 votes, pro-
vided, that .in cases where the employees pay all or any part of the
premium, either directly or by payroll deductions, the employees
shall be allowed to choose their representative, who shall exercise
a voting power in proportion to the percentage of premium paid by
such employees. Every member shall be notified of its annual meet-
ings by a written notice mailed to his address, or by an imprint on
the back of his policy, premium notice, receipt or certificate of re-
newal, as follows:

"The insured is hereby notified that by virtue of his policy he is
a member of the Insurance Company, and that the
annual meetings of said company are held at its home office on the
—, day of in each year, at o'clock."

The blanks shall be duly filled in print. Any such member may
vote by proxy by filing written proxy appointment with the secretary
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of the company at its home office at least five days before the first
meeting at which it is to be used. Such proxy appointment may be
for a specified period of time or may provide that it will be in effect
until revoked. A proxy may be revoked by a member at any time by
written notice to the secretary of the company or by executing a new
proxy appointment and filing it as required herein: provided, how-
ever, that any member may always appear personally and exercise
his rights as a member at any meeting of the company.

A domestic mutual life insurance company may by its articles
of incorporation or bylaws provide for a representative system of
voting in any meeting of members. The articles or bylaws may pro-
vide for the selection of representatives from districts as therein speci-
fied, such representatives to represent approximately equal numbers
of members with power to exercise all the voting powers, rights and
privileges of the members they represent with the same force and ef-
fect as might be exercised by the members themselves. In such a rep-
resentative system the votes cast by the representative shall be one
vote for each member, notwithstanding the amount of insurance
carried, and proxy voting shall not be permitted; provided, however,
that any member may always appear personally and exercise
his rights as a member of the company at any meeting of the mem-
bership.

Combined Stock and Mutual Companies;

Additional Provisions.

Sec. 33. [61A.33] Stock and mutual life insurance com-
panies. Insurance corporations for the transaction of the kinds
of business authorized and permitted by article I, section 6, subdivi-
sion 1, clause (4), and subject to these provisions and limitations,
may be formed having a capital stock, but which shall be controlled
by the votes of both stockholders and participating policyholders.
All such companies shall be known as stock and mutual companies.
Corporations so formed shall have the right to make any contracts
which insurance companies formed to transact the same kinds of
business upon the stock plan or upon the mutual plan are authorized
by law to make.

Sec. 34. [61A.34] Application. All provisions of law
relating to stock companies and all such provisions relating to mutual
companies shall, so far as applicable, relate to and govern such stock
and mutual companies and the rights of stockholders and members
thereof.

Sec. 35. [61A.35] Voting rights. Unless otherwise pro-
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vided in the certificate of incorporation or an amendment thereto
adopted as provided by section 300.45 or by section 36, each stock-
holder of a stock and mutual life insurance company shall, at all
meetings, be entitled to one vote for each share of stock held by him
and, except as otherwise provided by law, each holder of a policy
entitled to participate in profits or savings shall be a member and,
as such, shall be entitled to the number of votes to which he would
be entitled in a mutual company.

Sec. 36. [61A.36] Conversion of existing companies;
amendment of certificates of incorporation. Any existing stock or
mutual insurance company authorized to do the kinds of business
referred to in section 33 may amend its certificate of incorporation so
as to become a stock and mutual company; provided, that no such
amendment shall deprive any stockholder or member or policyholder
of the right, at any and all meetings of stockholders and members or
policyholders held thereafter, to cast as many votes for directors as
are provided by the certificate of incorporation in force at the time
oi the adoption of such amendment, oc by the law in. force at
such time. No such amendment shall be construed to change the iden-
tity of the corporation and it shall thereafter continue to be gov-
erned by the laws applicable thereto at the time of such amendment
and as amended hereafter and not inconsistent with sections 33 to
36, as well as those relating to the added characteristic of capital
stock or mutuality which it shall have acquired by such amendment.

The certificate of incorporation of a stock and mutual life in-
surance company may be amended in any respect therein provided
by section 300.45, in the manner therein provided. The certificate of
incorporation of a stock and mutual life insurance company may
also be amended in respect to any matter which an original certificate
of incorporation of a stock and mutual life insurance company might
lawfully have contained, or so as to vest in its board of directors au-
thority to make and alter bylaws subject to the power of the stock-
holders and members to change or repeal such bylaws, by the af-
firmative vote, at a regular meeting of stockholders and members or
at a special meeting of stockholders and members called for that ex-
pressly stated purpose by the board of directors which shall first
have proposed the amendment and declared it to be advisable, of
(1) a majority of the total number of votes to which all stockholders
are entitled, and (2) at least one-fifth of the total number of votes
to which all participating policyholder members are entitled, pro-
vided the proposed amendment does not receive the negative vote of
more than five percent of the total number of votes to which all par-
ticipating policyholder members are entitled. The certificate of incor-
poration of a stock and mutual life insurance company may also be
amended so as to increase or decrease its capital stock, or so as to
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change the number and par value of the shares of its capital stock, or
so as to limit or deny to stockholders the pre-emptive right to sub-
scribe to any or all shares of stock which may be authorized to be
thereafter issued, by a majority vote of all its shares but without the
vote of its members, at a regular meeting or at a special.meeting of
stockholders called for that expressly stated purpose by the board of
directors which shall first have proposed the amendment and de-
clared it to be advisable and not adverse to or in .conflict with the
rights and interests of the members, provided that if the proposed
amendment is to increase or decrease the capital stock or to change
the number of the shares of the capital stock, the resolution specifying
the proposed amendment and the certificate of amendment shall ex-
pressly provide (1) that the stockholders holding all its shares shall,
at all meetings, be entitled to the same number of total votes after the
amendment is adopted as they were entitled to before the amendment,
and (2) that each stockholder shall, at all meetings, be entitled to a
fraction of one vote for each share of stock held by him, the num-
erator of which fraction shall be the number of shares outstanding
before the first such amendment is adopted and the denominator of
which fraction shall be the number of shares outstanding. The resolu-
tion specifying the amendment shall be embraced in a certificate duly
executed by its president and secretary, or other presiding and re-
cording officers, under its corporate seal, and approved, filed, record-
ed, and published in the manner prescribed for the execution, ap-
proval, filing, recording, and publishing of an original certificate of
incorporation.

Sec. 37. [61A.37] Domestic insurance corporations may
become mutual corporations. Any domestic insurance corpora-
tion heretofore or hereafter incorporated for the transaction of the
kinds of business authorized and permitted by article I, section 6,
subdivision 1, clause (4), and having capital stock may become a
mutual corporation and to that end may formulate and carry out a
plan for the acquisition by it of its outstanding capital stock, and for
the mutualization of such corporation, as follows:

(a) ' Such plan shall have been adopted by vote of a majori-
ty of the directors of such company.

(b) Such plan shall have been submitted to the commissioner
of insurance and shall have been approved by him as conform-
ing to the requirements of sections 37 and 38 and as not prejudicial
to the policyholders of such company or to the insuring public.

(c) Such plan shall have been approved by a vote of stock-
holders representing a majority of the outstanding capital stock at a
meeting of stockholders called for that purpose. Stockholders may
vote in person or by proxy filed with the company at least five days
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before the meeting at which it is to be used. Notice of such meeting
shall be given by mailing such notice from the home office of such
company at least 30 days prior to such meeting in a sealed envelope,
postage prepaid, directed to each stockholder at his address as
shown on the stock records of the company.

(d) Such plan shall have been approved by a majority of
the votes cast by policyholders (whether or not members) who vote
at a meeting called for that purpose. Eligibility of policyholders,
whether or not members of the company, and the number of votes
to which each is entitled, shall be determined by the laws of Minne-
sota relating.to the rights of members of domestic mutual life insur-
ance companies to vote at company meetings. Policyholders may vote
in person or by proxy filed with the company at least five days before
the meeting at which it is to be used. Notice of such meeting shall
be given by mailing such notice from the home office of such com-
pany at least 30 days prior to such meeting in a sealed envelope,
postage prepaid, directed to each policyholder at his address as
shown on the policy records of the company. Such meeting shall be
conducted in such manner as may be provided for in such plan, with
the approval of the commissioner.The commissioner shall supervise
and direct the methods and procedure of said meeting and appoint
an adequate number of inspectors to conduct the voting at said meet-
ing, who shall have power to determine all questions concerning the
verification of the ballots, the ascertaining of the validity thereof, the
qualifications of the voters and the canvass of the vote. Such inspec-
tors, or any one thereof designated by the commissioner, shall certify
to the commissioner and to such company the result of such vote,
and with respect thereto shall act under such rules as shall be pre-
scribed by the commissioner. All necessary expenses incurred by the
commissioner, or incurred with his approval by the inspectors ap-
pointed by him, shall be paid by such company upon the certificate
of the commissioner.

(e) Approval of the plan by stockholders and policyholders
as above provided may_ be given at a joint meeting thereof.

(0 Such plan may specify the purchase price to be paid by
such company for shares of its capital stock, and in such case the
price so specified shall be adhered to. If such plan does not specify
the price to be paid for such shares, such company shall first obtain
the approval of the commissioner for every payment made for the
acquisition of any shares of its capital stock.

(g) Such- plan may authorize the board of directors of the
company to provide for participation in the. surplus-of the company
by holders of policies which do not by their terms provide for such
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participation or which provide for a limited participation only, and
may include appropriate proceedings to confer upon policyholders the
right to vote at meetings of the company. Policyholders upon whom
the right to vote is so conferred shall have the same voting rights and
shall be entitled to the same notice of annual meeting as members of
domestic mutual life insurance companies.

(h) Before approving any such plan or any such payment,
the commissioner shall be satisfied, by such investigation as he may
make or such evidence as he may require, that such company, after
deducting the aggregate sum appropriated by such plan for the ac-
quisition of any part or all of its capital stock, and in the case of any
payment not fixed by such plan and subject to approval as aforesaid,
after deducting also the amount of such payment, will be possessed
of admitted assets in an amount equal to the sum of (1) and (2) as
follows:

(1) Its entire liabilities, including the net value of its out-
standing contracts computed as provided by law, and (2) the con-
tingency reserve deemed by the commissioner necessary to protect
its policyholders and the insuring public, in view of the past experi-
ence of such company, the character of its assets, its present man-
agement and its probable future earnings.

The commissioner's action in refusing to give any approval re-
quired by this section shall be subject to review by any court of com-
petent jurisdiction.

Such plan may be amended by vote of stockholders representing
a majority of the outstanding capital stock and by a majority of the
votes cast by policyholders who vote at the meeting, but in such case
the plan shall not become effective until approved, as amended, by
vote of a majority of the directors of such company and by the com-
missioner.

Sec. 38. [61A.38] May acquire capital stock. in pur-
suance of any plan such company shall have power, and shall be
privileged, to acquire any shares of its capital stock by gift, bequest,
or purchase. Until all of the shares of its outstanding capital stock are
acquired, any shares so acquired shall be taken and held in trust for
all the policyholders of such company, as hereinafter provided, and
shall be assigned and transferred on the books of the company to
three trustees, who shall be named in such plan and shall be ap-
proved by the commissioner. All shares held by such trustees shall
be deemed admitted assets of such company at then- par value. Such
trustees, who may be directors of the company, shall vote all shares
so acquired and held by them at all corporate meetings in accordance
with the majority vote of policyholders voting on any question be-
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fore the meeting. When all of the outstanding capital stock of any
such corporation shall have been acquired, the entire capital stock
of such corporation shall be retired and canceled and thereupon such
corporation shall be and become a mutual life insurance company
without capital stock. The plan of conversion formulated pursuant to
section 37 shall provide for the method of filling vacancies among
such trustees. Before undertaking any of the duties of his appoint-
ment each trustee shall file with the company a verified acceptance
of his appointment and a declaration that he will faithfully discharge
his duties as such trustee. All dividends and other sums received
by such trustees on the shares of stock so acquired by them shall,
after paying the necessary expenses of executing the trust, be imme-
diately repaid to such company for the benefit of all who are or may
become policyholders of such company and entitled to participate
in the profits or savings thereof.

Cooperative Companies; Special Provisions

Sec. 39. [61A.39J Cooperative lite and casualty compan-
ies. Every corporation, society, or association which issues a cer-
tificate or policy or makes an agreement with its members by which,
upon the decease of a member, any money is to be paid to, or bene-
fit conferred upon, the legal representatives or designated beneficiar-
ies of such member, or reaching a certain age, to pay any money or
benefit to him, such money or benefit to be derived from voluntary
donations, admission fees, dues, or assessments to be collected from
its members or any class thereof, and which reserves the right to
make any additional assessments, or without the consent of the cer-
tificate or policyholder to increase the premium named therein, shall
be deemed to be engaged in the business of life insurance upon the
cooperative or assessment plan. Every corporation which likewise
agrees, in case of accident, sickness, or other physical disability, or
reaching a certain age, to pay money or confer benefits likewise de-
rived and issuing certificates or policies with similar conditions
with reference to the payment of dues or assessments, shall be
deemed to be engaged in the business of casualty insurance upon the
cooperative or assessment plan, and shall, except as herein other-
wise specified, be subject to the provisions of sections 39 to 42 and
44 to 50.

Sec. 40. [61A.40] Qualifications for license; number of
members. No corporation not now authorized to transact business
in this state shall be licensed to transact the business of life or casual-
ty insurance, or both, upon the cooperative or assessment plan, until
at least 300 persons eligible to membership therein have made indi-
vidual applications, in writing, therefor; containing warranties of age,
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health, and other required conditions of membership, and shall have
on deposit with the commissioner, as security for all its policyholders,
stocks or bonds of this state or of the United States, or bonds of any
of the municipalities of this state, or personal obligations secured by
first mortgage on real estate within this state, worth, exclusive of
buildings, the amount of the lien, and bearing interest of not less
than three percent per annum, to an amount the actual market value
of which, exclusive of interest, shall never be less than $10,000; pro-
vided, that any such corporation which has heretofore procured and
filed with the commissioner a part of the total number of applica-
tions required by law shall only be required to deposit securities of
the market value of $5,000; provided, such a corporation that con-
fines its membership exclusively to the members of volunteer fire de-
partments shall be required to have not less than 100 individual
applications, in writing, from persons eligible to membership and
the sum of at least $1,000, which amount shall be liable only for
death or indemnity claims made under its policy or membership cer-
tificate contracts.

Sec. 41. [61A.41] Reserve fund; reciprocal provisions.
Every domestic cooperative life or casualty corporation, society or
association, except fraternal beneficiary association, which issues a
certificate or policy, or makes an agreement with its members, by
which, upon the decease of a member, more than $200 is to be paid
to, or benefit conferred upon, the legal representatives or designated
beneficiary of such member, shall set aside ten percent of its gross
premium receipts or assessments each year, as a reserve, until the
same, together with any reserve already accumulated, shall amount
to the sum of $25,000.

Every domestic cooperative or assessment company transacting
the business of life and health and accident insurance, which does
not issue health and accident policies providing indemnity for dis-
ability from accident or disease in excess of $750 on account of any
one accident or illness, nor issues policies providing indemnity for
disability from accident or illness in excess of $750 on account of any
one accident or illness and death indemnity of more than $200, shall
set aside as a reserve ten percent of its gross premium receipts or as-
sessments each year until the same, together with any reserve al-
ready accumulated, shall amount to $2,000, and shall thereafter set
aside as a reserve five percent of its gross premium receipts or as-
sessments each year until the same, together with any reserve already
accumulated, shall amount to $25,000.

Every domestic cooperative or assessment life insurance cor-
poration, society or association, which issues a certificate or policy,
or makes an agreement with its members, by which, upon the de-
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cease of a member, a funeral benefit is to be paid or funeral service
is to be furnished, not exceeding $200 in amount or value, shall set
aside ten percent of its gross premium receipts or assessments each
year as a reserve, until the same, together with any reserve already
accumulated, shall amount to the sum of $5,000, which reserve fund,
accumulated as herein provided, shall be deposited with the commis-
sioner for the benefit of all its policyholders.

This deposit may consist of securities of the class in which in-
surance companies are authorized to invest under the laws of this
state, and the company depositing the same shall be entitled to the c
income derived from the securities. No foreign insurance company
upon the cooperative or assessment plan shall be permitted to trans-
act business in this state unless it makes the deposit hereinbefore
required of domestic companies, except that where, by the laws of
the state under which the foreign company is organized, it is per-
mitted to, and actually does, maintain for the benefit of all its policy-
holders a deposit with some proper officer of that state of an amount
equal to the deposit required by sections 39 to 42 and 44 to 50; the
deposit with the other state shall be a sufficient compliance with the
provisions of this section. No deposit of securities, other than that
herein provided for, shall be required of any such cooperative or
assessment company. Any company transacting the business of life
insurance upon the cooperative or assessment plan, and creating
and maintaining a greater reserve than herein provided for, may
elect, by written stipulation, filed with the commissioner, to keep on
deposit with the commissioner its entire reserve and special benefit
funds, other than mortuary funds; and thereafter the entire reserve
and special benefit funds shall be deposited with the commissioner in
securities of like character and upon the same terms as provided
herein for the deposit of the reserve required by this section.

Sec. 42. [61A.42] Payments; liens; assessments; policies
to be labeled. No cooperative or assessment life insurance com-
pany shall hereafter issue any policy in this state which does not pro-
vide for the payment of a fixed minimum sum, which may be in-
creased each year the insurance remains in force, in the amounts to
be provided in the policy. Any agreement or bylaw providing for the
placing of a lien upon such policy, except for non-payment of prem-
ium or assessment, and any agreement or bylaw providing for the
payment of a less sum than the minimum sum specified in the con-
tract, because of the failure of the corporation to receive or collect
the amount in the contract by assessment upon the surviving mem-
bers, shall be void. Nothing in this section contained shall be so con-
strued as to render any member liable for more than one assessment
for each death occurring during his period of membership, unless
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otherwise specified in the policy. AH policies issued by the company
shall contain a title including the word "assessment" on the face and
on the back of the policy correctly describing the same.

This section shall not apply to any existing domestic company
until it has been in existence for four years.

Sec. 43. [61A.43] Accumulations; amendment to articles
or bylaws. Any insurance company transacting the business of life
or casualty insurance upon the cooperative or assessment plan under
any law of this state may, upon so providing in its articles or bylaws,
elect to ascertain and apportion to its outstanding policies or certifi-
cates the respective accumulations upon each such policy or certificate,
and to carry to the credit of each such policy or certificate the future
net premiums or assessments and the accretions thereto, less its equita-
ble contribution to the death claims and other benefits, and that the
premiums or assessments upon any such policy or certificate may,
upon such credit becoming exhausted, be increased as may be neces-
sary to meet its share of death claims and other benefits, and that
the holder of any such policy or certificate may be granted extended
or paid-up insurance or the right to convert into any other form of
policy or insurance then being issued by such company and to have
the credit on such former policy or certificate applied to such new
policy or insurance. When making the ascertainment and ap-
portionment, account shall be taken of the premiums or assessments
theretofore paid and of the death claims and other benefits which
should be borne by the policy or certificate, of the interest earnings
and other accretions to the accumulated funds, and of other matters
which should equitably be taken into consideration for the purposes
of the apportionment. Subject to such adjustment as shall be equit-
able, the experience of the company, or any table of mortality recog-
nized for the purpose of insurance in any law of this state, may be
used as a basis for the ascertainment and apportionment herein au-
thorized; provided, that any company availing itself of the provi-
sions of this section shall, in its articles or bylaws, specify the table
of mortality and rate of interest which are to be the basis for the
charges thereafter to be made to the policies or certificates aforesaid;
and, provided, further, that when any table of mortality is specified
in any policy that table shall be followed.

Sec. 44. [61A.44] Limitation on expenses; life insurance.
Every corporation, as described in section 39, now or hereafter or-
ganized or admitted to transact the business of life insurance in this
state, shall set aside and appropriate exclusively to its mortuary or
benefit funds, including reserve or special benefit funds, not less than
65 percent of all premium receipts and all interest earnings thereon
upon such life insurance policies that shall have been in force one
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year or more, and the entire amount of receipts upon post-mortem
assessment certificates, except the expense dues and charges therein
provided. No such funds heretofore or hereafter so appropriated to
such mortuary or benefit fund, including reserve or special benefit
funds, shall ever be used for the expense of conducting such business;
provided, that every such corporation which issues a certificate or
policy or makes an agreement with its members, by which, upon the
decease of a member, a funeral benefit is to be paid, or funeral serv-
ice is to be furnished, not exceeding $200 in amount or value, and
which pays no accident, disability, or other benefits, shall set aside
and appropriate exclusively to its mortuary or benefit funds, includ-
ing reserve or special benefit funds, not less than 60 percent of all
premium receipts upon such insurance policies that shall have been
in force one year or more, and the entire amount of receipts upon
post-mortem assessment certificates, except the expense dues and
charges therein provided. No such funds heretofore or hereafter so
appropriated to such mortuary or benefit funds, including reserve or
special benefit funds, shall ever be used for the expense of conduct-
ing such business.

The net accretions to the funds enumerated in this section de-
rived from interest, rents, or other sources shall also be set aside and
appropriated exclusively to the fund producing the net accretions.

Sec. 45. [61A.45] Limitation on expenses; companies
with reserve deposits. No company, as described in section 39,
transacting the business of casualty or health insurance in this state
shall incur, lay out, or expend, in any one calendar year, as and for
the expenses of conducting such business, more than its application
or membership fees and 40 percent of its total premiums or assess-
ments. When any such company shall have on deposit with the com-
missioner a reserve of $25,000, as provided by law, then and there-
after the company may expend, in addition to the 40 percent, the
interest earnings on the reserve fund and the interest on any addi-
tional surplus funds it may accumulate.

Any officer of any corporation violating, or consenting to the
violation of, this section or section 44 shall be guilty of a gross mis-
demeanor.

Sec. 46. [61A.46] Net rates; reserve fund; limitation of
expenses. No corporation organized to transact the business of
life insurance upon the cooperative or assessment plan, and no such
corporation not already admitted to transact business in this state,
shall be licensed to transact such life insurance business in this state
unless it shall, by its charter, bylaws and policy or certificate con-
tracts, provide for and actually charge and collect from its members,
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for and on account of the insurance furnished to them, net rates
which are at least equal to the rates known as the national fraternal
congress rates, with four percent interest. When any such corpora-
tion has adopted the use of a net rate not less than the national fra-
ternal congress table of mortality and interest at the rate of four per-
cent, on the full preliminary term plan, and shall set aside the net
premium to its mortuary or benefit funds, including reserve or spec-
ial benefits, for the use and benefit of its members, such corporation
shall, on all premiums or assessments collected from and after Jan-
uary 1, 1927, be exempt from the provisions of sections 41 and 44;
but it shall keep on deposit, for the use and benefit of all its policy-
holders, an amount equal to the value of its individual policies, as
shown by its annual statement each year, with the commissioner, un-
til the same shall amount to the sum of $25,000. The accretions to
the various funds derived from interest, rents, or other sources, less
expense incidental to investment supervision, shall also be set aside
and appropriated to the fund producing the accretions. Gain from
lapses, savings in mortality, surrenders, and changes shall revert to
the expense fund. Policies issued by such corporation may contain
a provision that in the event of default in premium payments, after
premiums shall have been paid for three years, shall secure to the
owner of the policy a stipulated form of insurance, the net value of
which shall be at least equal to the reserve at the date of default on
the policy and on any dividend additions thereto, specifying the mor-
tality table and the rate of interest adopted for computing such re-
serve, less a sum not more than two and one-half percent of the
amount insured by the policy, and of any existing dividend addi-
tions thereto, and less any existing indebtedness to the company on
the policy; and that the policy may be surrendered to the company,
at its home office, within one month from date of default for a speci-
fied cash value at least equal to the sum which would otherwise be
available for the purchase of insurance, and shall stipulate that the
company may defer payment for not more than six months after the
application therefor is made. This provision shall not be required in
term insurance of 20 years or less. Such corporation shall value its
policies at the end of each calendar year and show in its annual
statement as a reserve liability the amount of such valuation. If in-
fantile insurance is written, it may be valued on the table known as
Craig's extension below age ten. If any corporation, society or asso-
ciation operating the business of life or casualty insurance on the
assessment plan under any law of this state shall reincorporate under
section 39 and in connection with such reincorporation shall provide
in its .articles or bylaws that this section shall not apply to any class
or group of assessment policies in force at the time that such re-
incorporation becomes effective, then this section shall not apply to
such policies; provided that such corporation, society or association
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shall, in all other operations and as to all other policies, be subject
to the provisions of sections 39 to 42 and sections 44 to 50.

Sec. 47. [61A.47] Reinsurance or consolidation. Any
corporation, association, or society organized or authorized to trans-
act business under the provisions of sections 39 to 42 and 44 to 50
may, by contract of reinsurance, assume the risks of any other sim-
ilar corporation, association, or society engaged in the business of
life or casualty insurance, or. both, only on the following conditions:

(1) That both the corporations, associations, or societies
which propose to enter into the reinsurance contract, shall be, upon
the date of reinsurance, duly authorized under the provisions of sec-
tions 39 to 42 and 44 to 50 to transact business in this state;

(2) That the contract of reinsurance shall have previously
been submitted to the commissioner and the attorney general and re-
ceived the approval of the commissioner duly endorsed thereon;

(3) That the corporation, association, or society, which pro-
poses to reinsure and retire, shall have been thoroughly examined by
the commissioner within six months of the date of the proposed con-
solidation or reinsurance; provided, that, in the judgment of the com-
missioner, the consolidation or reinsurance can in no way impair the
solvency of the corporation, association, or society which proposes to
reinsure and assume the business and affairs of the corporation, as-
sociation, or society contemplating reinsurance and retirement;

(4) That the contract of reinsurance shall have been ap-
proved by a majority vote of all the members of the corporation, as-
sociation, or society, which proposes to reinsure and retire, present
in person or by proxy, at any regular meeting thereof, or at any spe-
cial meeting thereof called to consider the same; and, that a written
or printed notice of the purpose of the corporation, association, or
society to reinsure shall have been mailed to each of its members at
least 30 days prior to the date fixed for the meeting.

When the members of any such corporation, association, or
society shall have so voted to reinsure and retire, its officers and the
officers of the corporation, association, or society which proposes to
assume the risks and other obligations are hereby authorized to en-
ter into and consummate the contract of reinsurance as submitted
and approved and to do and perform all other acts necessary to the
final and complete consolidation or reinsurance. The retiring corpora-
tion, association, or society shall turn over all its property, securities,
moneys, and other assets to the corporation, association, or society
reinsuring and assuming its obligations, to become the sole and ab-
solute property thereof. The actual and reasonable expenses and costs
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incident to proceedings under the provisions of this section may be
paid by the companies so consolidating or reinsuring, and an itemized
and verified statement of these expenses, together with proper vouch-
ers for each of the same, shall be filed with the commissioner. No
officer of any such company, nor any employee of the state, shall re-
ceive any compensation, gratuity, employment, or other promise or
thing of value, directly or indirectly, for in any manner aiding, pro-
moting, or assisting in the consolidaton or reinsurance. Any officer
or director of any company which is a party to the agreement of re-
insurance herein provided for, who shall receive any compensation
or gratuity for aiding or promoting or consenting to the contract,
shall be guilty of theft; and any other person guilty of wilfully vio-
lating, or consenting to the wilful violation of, the provisions of sec-
tions 39 to 42 and 44 to 50, shall be guilty of a gross misdemeanor.

Sec. 48. [61A.48] May change to legal reserve or level
premium companies. Any corporation, association, or society, as
described in section 39, may, with the written consent of the commis-
sioner, upon a majority vote of its governing body, amend its articles
of incorporation and bylaws in such manner as to transform itself
into a legal reserve or level premium insurance company and, upon
so doing and upon procuring from the commissioner a certificate of
authority, as provided by law, to transact business in this state as a
legal reserve or level premium company, shall incur the obligations
and enjoy the benefits thereof, the same as though originally thus in-
corporated, and this corporation, under its charter, as amended,
shall be a continuation of the original corporation, and the officers
thereof; shall serve through their respective terms, as provided in the
original charter, but their successors shall be elected and serve as in
the amended articles provided; but the amendment or reincorpora-
tion stiall not affect existing suits, rights, or contracts. Any corpora-
tion,'association, or society so reincorporated to transact the business
of life insurance, shall, unless a higher method of valuation be pro-
vided for in its policy, or certificates of membership previously writ-
ten, value its assessment policies or certificates of membership prev-
iously written as yearly renewable term policies, according to the
standard of valuation of life insurance policies prescribed by the laws
of this state.

Sec. 49. [61A.49] Exemption from taxation. Article I,
section 15 shall not apply to any corporation, association, or society
engaged in the business of life insurance upon the cooperative or as-
sessment plan, or to any such corporation, society, or association en-
gaged in the business of casualty insurance upon the cooperative or
assessment plan, as defined in section 39.

Sec. 50. [61A.50] Application. Article I, Section 16,

Changes or additions indicated by italics, deletions by etrikcout.



395 Art. 2] OF MINNESOTA FOR 1967 719

and all other laws and parts of laws, in so far as they may be incon-
sistent with sections 39 to 42 and 44 to 50, shall not apply to cor-
porations transacting the business of life or casualty insurance solely
upon the cooperative or assessment plan, as denned in sections 39 to
42 and 44 to 50.

Sec. 51. [61A.51] Insolvency. In case any cooperative
or assessment life, endowment, or casualty insurance association or
society is adjudged insolvent, the balance of its reserve fund, if any,
after payment of claims and other indebtedness, shall be paid to the
commissioner and by him paid into the state treasury.

Sec. 52. [61A.52] Reserve required. No casualty com-
pany or association organized under the cooperative or assessment
laws of this state not having a reserve of at least $25,000 on deposit
with the commissioner shall issue policies or contracts providing for
the payment of endowments of any kind.

Sec. 53. Minnesota Statutes 1965, Chapter 61 is repealed.

ARTICLE III

Accident and Health Insurance

Section 1. [62A.01] Policy of accident and sickness insur-
ance defined. The term "policy of accident and sickness insur-
ance" as used herein includes any policy covering the kind of in-
surance described in article 1, section 6, subdivision 1, clause (5) (a).

Sec. 2. [62A.02] Policy forms. Subdivision 1. Filing.
On and after April 18, 1957, no policy of accident and sickness in-
surance shall be issued or delivered to any person in this state, nor
shall any application, rider, or endorsement be used in connection
therewith, until a copy of the form thereof and of the classification
of risks and the premium rates pertaining thereto have been filed
with the commissioner.

Subd. 2. Approval. No such policy shall be issued, nor shall
any application, rider, or endorsement be used in connection there-
with, until the expiration of 30 days after it has been so filed unless
the commissioner shall sooner give his written approval thereto.

Subd. 3. Disapproval. The commissioner may, within 30
days after the filing of any such form, disapprove such form (1) if
the benefits provided therein are unreasonable in relation to the
premium charged, or (2) if it contains a provision or provisions
which are unjust, unfair, inequitable, misleading, deceptive or en-
courage misrepresentation of such policy. If the commissioner shall
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notify the insurer which has filed any such form that it does not
comply with the provisions of this section or sections 3 to 5 and
article XII, section 20, subdivision 1, it shall be unlawful thereafter
for such insurer to issue such form'or use it in connection with any
policy. In such notice the commissioner shall specify the reasons, for
his disapproval and state that a hearing will be granted within 20
days after request in writing by the insurer.

Subd. 4. Hearing. The commissioner shall hear the party
or parties within 20 days after receipt of the request and shall give
not less than ten days written notice of the time and place of the
hearing. Within 15 days after the hearing the commissioner shall
affirm, reverse or modify his previous action, specifying his reasons
therefor. Pending the hearing and decision thereon, the commissioner
may suspend or postpone the effective date of his previous action.

Subd. 5. Withdrawal of approval. The commissioner may
at any time, after a hearing of which not less than 20 days written
notice shall have been given to the insurer, withdraw his approval of
any such form on any of the grounds stated in this section. It shall
be unlawful for the insurer to issue such form or use it in connec-
tion with any policy after the effective date of such withdrawal of
approval. The notice of any hearing called under this subdivision
shall specify the matters to be considered at such hearing and any
decision affirming disapproval or directing withdrawal of approval
under this subdivision shall be .in writing and shall specify the rea-
sons therefor.

Subd. 6. Court review. Any order or decision of the com-
missioner under this section shall be subject to review by writ of
certiorari at the instance of any party in interest. In the case of dis-
approval or withdrawal of approval of a form previously in use the
court shall determine whether the petition for such writ shall operate
as a stay of any such order or decision. The court may, in disposing
of the issue before it, modify, affirm, or reverse the order or deci-
sion of the commissioner in whole or in part.

Sec. 3. [62A.03] General provisions of policy. Sub-
division 1. No policy of individual accident and sickness insur-
ance shall be delivered or issued for delivery to any person in this
state unless the following conditions are met:

(1) .Premium. The entire money and other considerations
therefor are expressed therein.

(2) Time effective. The time at which the insurance takes
effect and terminates is expressed therein.
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(3) One person. It purports to insure only one person,
except that a policy may insure, originally or by subsequent amend-
ment, upon the application of an adult member of a family who
shall be deemed the policyholder, any two or more eligible members
of that family, including:

(a) husband

(b) wife

(c) dependent children

(d) any children under a specified age which shall not exceed
19 years

(e) any other person dependent upon the policyholder.

(4) Appearance. The style, arrangement, and over-all ap-
pearance of the policy give no undue prominence to any portion of
the text, and unless every printed portion of the text of the policy
and of any endorsements or attached papers is plainly printed in
light-face type of a style in general use, the size of which shall be
uniform and not less than ten point with a lower case unspaced al-
phabet length not less than 120 point (the "text" shall include all
printed matter except the name and address of the insurer, name or
title of the policy, the brief description, if any, the reference to re-
newal or cancellation by a separate statement, if any,, the captions
and subcaptions).

(5) Description of policy. The policy, 'on the first page,
shall indicate or refer to its provisions for renewal or cancellation
either in the brief description, if any, or by a separate statement
printed in type not smaller than the type used for captions, or by a
separate provision bearing a caption which accurately describes the
renewability or cancellability of the policy.

(6) 'Exceptions in policy. The exceptions and reductions
of indemnity are set forth in the policy and, except those which are
set forth in section 4, are printed, at the insurer's option, either
included with the benefit provision to which they apply, or under an
appropriate caption such as "EXCEPTIONS," or "EXCEPTIONS
AND REDUCTIONS," provided that if an exception or reduction
specifically applies only to a particular benefit of the policy, a state-
ment of such exception or reduction shall be included with the ben-
efit provision to which it applies.

(7) Form number. Each such form, including riders and
endorsements, shall be identified by a form number in the lower left
hand corner of the first page thereof.
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(8) No incorporation by reference. It contains no provision
purporting to make any portion of the charter, rules, constitution, or
bylaws of the insurer a part of the policy unless such portion is set
forth in full in the policy, except in the case of the incorporation of,
or reference to, a statement of rates or classification of risks, or short
rate table filed with the commissioner.

(9) Medical benefits. If the policy contains a provision for
medical expense benefits, the term "medical benefits" or similar
terms as used therein shall include treatments by all licensed prac-
titioners of the healing arts unless the policy specifically states the
practitioners whose services are covered,

Subd. 2. If any policy is issued by an insurer domiciled in
this state for delivery to a person residing in another state, and if
the official having responsibility for the administration of the-insur-
ance laws of such other state shall have advised the commissioner
that any such policy is not subject to approval or disapproval by
such official, the commissioner may by ruling require that such pol-
icy meet the standards set forth in subdivision 1 and in section 4.

Sec. 4. [62A.04] - Standard provisions. Subdivision 1.
Reference. Any reference to "standard provisions" which may
appear in other sections and which refer to accident and sickness
or accident and health insurance shall hereinafter be construed as
referring to accident and sickness policy provisions.

Subd. 2. Required provisions. Except as provided in sub-
division 4 each such policy delivered or issued for delivery to any
person in this state shall contain the provisions specified in this sub-
division in the words in which the same appear in this section. The
insurer may, at its option, substitute for one or more of such provi-
sions corresponding provisions of different wording approved by the
commissioner which are in each instance not less favorable in any
respect to the insured or the beneficiary. Such provisions shall be
preceded individually by the caption appearing in this subdivision or,
at the option of the insurer, by such appropriate individual or group
captions or subcaptions as the commissioner may approve.' ••'

(1) A provision as follows:

Entire contract; changes: This policy, including the endorse-
ments and the attached papers, if any, constitutes the entire con-
tract of insurance. No change in this policy shall be valid until ap-
proved by an executive officer of the insurer and unless such
approval be endorsed hereon or attached hereto. No agent has au-
thority to change this policy or to waive any of its provisions.
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(2) A provision as follows:

Time limit on certain defenses: (a) After two years from
the date of issue of this policy no misstatements, except fraudulent
misstatements, made by the applicant in the application for such
policy shall be used to void the policy or to deny a claim for loss
incurred or disability (as defined in the policy) commencing after
the expiration of such two year period.

The foregoing policy provision shall not be so construed as to
affect any legal requirement for avoidance of a policy or denial of
a claim during such initial two year period, nor to limit the applica-
tion of clauses (1), (2), (3), (4) and (5), of this subdivision, in the
event of misstatement with respect to age or occupation or other
insurance, A policy which the insured has the right to continue in
force subject to its terms by the timely payment of premium (1)
until at least age 50 or, (2) in the case of a policy issued after age
44, for at least five years from its date of issue, may contain in lieu
of the foregoing the following provisions (from which the clause in
parentheses may be omitted at the insurer's option) under the cap-
tion "INCONTESTABLE":

After this policy has been in force for a period of two years
during the lifetime of the insured (excluding any period during which
the insured is disabled), it shall become incontestable as to the state-
ments contained in the application.

(b) No claim for loss incurred or disability (as defined in the
policy) commencing after two years from the date of issue of this
policy shall be reduced or denied on the ground that a disease or
physical condition not excluded from coverage by name or specific
description effective on the date of loss had existed prior to the
effective date of coverage of this policy.

(3) A provision as follows:

GRACE PERIOD: A grace period of (insert a
number not less than "7" for weekly premium policies, "10" for
monthly premium policies and "31" for all other policies) days will
be granted for the payment of each premium falling due after the
first premium, during which grace period the policy shall continue
in force.

A policy which contains a cancellation provision may add, at
the end of the above provision,

subject to the right of the insurer to cancel in accordance with
the cancellation provision hereof.
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A policy in which the insurer reserves the right to refuse any
renewal shall have, at the beginning of the above provision,

Unless not less than five days prior to the premium due date
the insurer has delivered to the insured or has mailed to his last
address as shown by the records of the insurer written notice of
its intention not to renew this policy beyond the period for which
the premium has been accepted.

. (4) A provision as follows:

REINSTATEMENT: If any renewal premium be not paid
within the time granted the insured for payment, a subsequent ac-
ceptance of premium by the insurer or by any agent duly authorized
by the-insurer to accept such premium, without requiring in connec-
tion therewith an application for reinstatement, shall reinstate the
policy. If the insurer or such agent requires an application for rein-
statement and issues a conditional receipt for the premium tendered,
the policy will be reinstated upon approval of such application by
the insurer or,, lacking such,.approval, upon the. forty-fifth day fol-
lowing the date of such conditional receipt unless the insurer has
previously notified the insured in writing of its disapproval of such
application. The reinstated policy shall cover only loss resulting from
such accidental injury as may be sustained after the date of reinstate-
ment and loss due to such sickness as may begin more than ten days
after such date. In all other respects the insured and insurer shall
have the same rights thereunder as they had under Jhe policy imme-
diately before the due date of the defaulted premium, subject to any
provisions endorsed hereon or attached hereto in connection with
the reinstatement. Any premium accepted in connection with a rein-
statement', shall be applied to a period for which premium has not
been previously paid, but not to any period more than 60 days prior
to the date of reinstatement. The last sentence of the above provi-
sion may be omitted from any policy which the insured has the right
to continue in force subject to its terms by the timely payment of
premiums (1) until at least age 50, or, (2) in the case of a policy
issued after age 44, for at least five years from its date of issue.

(5) A provision as follows:
NOTICE OF CLAIM: Written notice of claim must be given

to the insurer within 20 days after the occurrence or commencement
of any loss covered by the policy, or as soon thereafter as is rea-
sonably possible. Notice given by or on behalf of the insured or
the beneficiary to the insurer at (insert the location of
such office as the insurer may designate for the purpose), or to any
authorized agent of the insurer, with information sufficient to identify
the insured, shall be deemed notice to the insurer.
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In a policy providing a loss-of-time benefit which may be pay-
able for at least two years, as insurer may at its option insert the
following between the first and second sentences of the above pro-
vision:

Subject to the qualifications set forth below, if the insured suf-
fers loss of time on account of disability for which indemnity may
be payable for at least two years, he shall, at least once in every six
months after having given notice of claim, give to the insurer notice
of continuance of said disability, except-'in the event of legal-inca-
pacity- The period of six months following any filing of proof by
the insured or any payment by the insurer\.on account of such;claim
or any denial of liability in whole or in part by the insurer' shall
be excluded in applying this provision. Delay in the-giving of such
notice shall not -impair the insured's right to any indemnity which
would otherwise have accrued during the period of six months pre-
ceding the date on which such notice is actually given.

(6) A provision as follows:

CLAIM FORMS: The insurer, upon receipt of a notice of
claim, will furnish to the claimant such forms as are usually fur-
nished by it for filing proofs of loss.tlf such forms are not furnished
within 15 days after the giving of such notice the claimant shall be
deemed to have complied with the requirements of this policy as- to
proof of loss upon submitting, within the time fixed in the policy
for filing proofs of loss, written proof covering the occurrence, the
character and the extent of the loss for which claim is made.

(7) A provision as follows:

PROOFS OF LOSS: Written proof of loss must be'furnished
•'" to the insurer at its said office in case of claim for loss- for which
• this policy( provides any periodic payment contingent upon-contin-

}• uing loss within 90 days after the -termination of the period for
* which the insurer is liable and in case of claim for any other loss
* within 90r.days after',the date^of such loss. Failure to furnish such
'-proof within the time required shall not invalidate nor reduce, any
•claim if it was not reasonably, possible tovi,give proof: within such
time, provided such proof is furnished as soon-as;,reasonably possi-
ble and in no eventj except in the absence of le.gal capacity, later
than one year from the time proofiis otherwise reqifif-eSiaByl

s? '• • . f. i*1 \A-" ' •<' " '' •"*>. •
' • (8) - -•- A provision as follows: • • *' . * . " . '• '-j .

TIME OF\PAYMENT OF CLAIMS: Indemnities payable'un-
der.this policy for^any-loss''other than loss for which-.this policy
provides periodic .payment will be paid immediately upon, receipt of
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due written proof of such loss. Subject to due written proof of loss,
all accrued indemnities for loss for which this policy provides peri-
odic payment will be paid (insert period for payment
which must not be less frequently than monthly) and any balance
remaining unpaid upon the termination of liability will be paid im-
mediately upon receipt of due written proof.

(9) A provision as follows:

PAYMENT OF CLAIMS; Indemnity for loss of life will be
payable in accordance with the beneficiary designation and the pro-
visions respecting such payment which may be prescribed herein and
effective at the time of payment. If no such designation or provision
is then effective, such indemnity shall be payable to the estate of
the insured. Any other accrued indemnities unpaid at the insured's
death may, at the option of the insurer, be paid either to such bene-
ficiary or to such estate. All other indemnities will be payable to
(he insured.

The following provisions, or either of them, may be included
with the foregoing provision at the option of the insurer:

If any indemnity of this policy shall be payable to the estate
of the insured, or to an insured or beneficiary who is a minor or
otherwise not competent to give a valid release, the insurer may
pay such indemnity, up to an amount not exceeding $
(insert an amount which shall not exceed $1,000), to any relative
by blood or connection by marriage of the insured or beneficiary
who is deemed by the insurer to be equitably entitled thereto. Any
payment made by the insurer in good faith pursuant to this provi-
sion shall fully discharge the insurer to the extent of such payment.

Subject to any written direction of the insured in the applica-
tion or otherwise all or a portion of any indemnities provided by
this policy on account of hospital, nursing, medical, or surgical
services may, at the insurer's option and unless the insured requests
otherwise in writing not later than the time of filing proofs of such
loss, be paid directly to the hospital or person rendering such serv-
ices; but it is not required that the service be rendered by a partic-
ular hospital or person.

(10) A provision as follows:

PHVSfCAL EXAMINATIONS AND AUTOPSY: The insurer
at its own expense shall have the right and opportunity to examine
the person of the insured when and as often as it may reasonably
require during the pendency of a claim hereunder and to make an
autopsy in case of death where it is not forbidden by -law.
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(11) A provision as follows:

LEGAL ACTIONS: No action at law or in equity shall be
brought to recover on this policy prior to the expiration of 60 days
after written proof of loss has been furnished in accordance with the
requirements of this policy. No such action shall be brought after
the expiration of three years after the time written proof of loss is
required to be furnished.

(12) A provision as follows:

CHANGE OF BENEFICIARY: Unless the insured makes an
irrevocable designation of beneficiary, the right to change of bene-
ficiary is reserved to the insured and the consent of the beneficiary
or beneficiaries shall not be requisite to surrender or assignment of
this policy or to any change of beneficiary or beneficiaries, or to
any other changes in this policy. The first clause of this provision,
relating to the irrevocable designation of beneficiary, may be omitted
at the insurer's option.

Subd. 3. Optional provisions. Except as provided in sub-
division 4, no such policy delivered or issued for delivery to any
person in this state shall contain provisions respecting the matters set
forth below unless such provisions are in the words in which the
same appear in this section. The insurer may, at its option, use in
lieu of any such provision a corresponding provision of different
wording approved by the commissioner which is not less favorable
in any respect to the insured or the beneficiary. Any such provision
contained in the policy shall be preceded individually by the appro-
priate caption appearing in this subdivision or, at the option of the
insurer, by such appropriate individual or group captions or sub-
captions as the commissioner may approve.

(1) A provision as follows:

CHANGE OF OCCUPATION: If the insured be injured or
contract sickness after having changed his occupation to one classi-
fied by the insurer as more hazardous than that stated in this policy
or while doing for compensation anything pertaining to an occupa-
tion so classified, the insurer will pay only such portion of the in-
demnities provided in this policy as the premiums paid would have
purchased at the rates and within the limits fixed by the insurer for
such more hazardous occupation. If the insured changes his occu-
pation to one classified by the insurer as less hazardous than that
stated in this policy, the insurer, upon receipt of proof of such
change of occupation will reduce the premium rate accordingly,
and will return the excess pro-rata unearned premium from the date
of change of occupation or from the policy anniversary date imme-
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diately preceding receipt of such proof, whichever is the more recent.
In applying this provision, the classification of occupational risk and
the premium rates shall be such as have been last filed by the insurer
prior to the occurrence of the loss for which the insurer is liable or
prior to date of proof of change in occupation with the state official
having supervision of insurance in the state where the insured re-
sided at the time this policy was issued; but if such filing was not
required, then the classification of occupational risk and the premium
rates shall be those last made effective by the insurer in such state
prior to the occurrence of the loss or prior to the date of proof of
change of occupation.

(2) A provision as follows:

MISSTATEMENT OF AGE: If the age of the insured has
been misstated, all amounts payable under this policy shall be such
as the premium paid would have purchased at the correct age.

(3) A provision as follows:

OTHER INSURANCE IN THIS INSURER: If an accident or
sickness or accident and sickness policy or policies previously issued
by the insurer to the insured be in force concurrently herewith, mak-
ing the aggregate indemnity for , (insert type of coverage
or coverages) in excess of $ (insert maximum limit of
indemnity or indemnities) the excess insurance shall be void and all
premiums paid for such excess shall be returned to the insured or to
his estate, or, in lieu thereof:

Insurance effective at any one time on the insured under a like
policy or policies in this insurer is limited to the one such policy
elected by the insured, his beneficiary or his estate, as the case may
be, and the insurer will return all premiums paid for all other such
policies.

(4) A provision as follows:

INSURANCE WITH OTHER INSURERS: If there be other
valid coverage, not with this insurer, providing benefits for the. same
loss on a provision of service basis or on an expense incurred basis
and of which this insurer has not been given written notice prior
to the occurrence or commencement of loss, the only liability under
any expense incurred coverage of this policy shall be for such pro-
portion of the loss as the amount which would otherwise have been
payable hereunder plus the total of the like amounts under all such
other valid coverages for the same loss of which this insurer had no-
tice bears to the total like amounts under all valid coverages for
such loss, and for the return of such portion of the premiums paid
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as shall exceed the pro-rata portion for the amount so determined.
For the purpose of applying .this provision when other coverage is
on a provision of service basis, the "like amount" of such other cov-
erage shall be taken as the amount which the services rendered
would have cost in the absence of such coverage.

If the foregoing policy provision is included in a policy which
also contains the next following policy provision there shall be added
to the caption of the foregoing provision the phrase "EXPENSE IN-
CURRED BENEFITS." The insurer may, at its option, include in
this provision a definition of "other valid coverage," approved as
to form by the commissioner, which definition shall be limited in
subject matter to coverage provided by organizations subject to reg-
ulation by insurance law or by insurance authorities of this or any
other state of the United States or any province of Canada, and
by hospital or medical service organizations, and to any other cover-
age the inclusion of which may be approved by the commissioner.
In the absence of such definition such term shall not include group
insurance, automobile medical payments insurance, or coverage pro-
vided by hospital or medical service organizations or by union wel-
fare plans or employer or employee benefit organizations. For the
purpose of applying the foregoing policy provision with respect to
any insured, any amount of benefit provided for such insured pur-
suant to any compulsory benefit statute (including any workmen's
compensation or employer's liability statute) whether provided by a
governmental agency or otherwise shall in all cases be deemed to be
"other valid coverage" of which the insurer has had notice. • In
applying the foregoing policy provision no third party liability cov-
erage shall be included as "other valid coverage." ' •

(5) A provision as follows:

INSURANCE WITH OTHER INSURERS: If there be other
valid coverage, not with this insurer, providing benefits for the same
loss on other than an expense incurred basis and of which this in-
surer has not been given written notice prior .to the occurrence or
commencement of loss, the only liability for such benefits under this
policy shall be for such proportion of the indemnities otherwise.pro-
vided hereunder for such loss as the like indemnities, of .which the
insurer had notice (including the indemnities under this policy) bear
to the total amount of all like indemnities for such loss, and for
the return of such portion of the premium paid as shall exceed the
pro-rata portion for the indemnities thus determined.

If the foregoing policy provision is included in,.a policy which
also contains the next preceding policy provision there shall, be added
to the caption of the foregoing provision -the phrase—"OTHER

Changes or additions indicated by italics, deletions by etrikceut:



730 SESSION LAWS [Chap.

BENEFITS." The insurer may, at its option, include in this provi-
sion a definition of "other valid coverage," approved as to form
by the commissioner, which definition shall be limited in subject
matter to coverage provided by organizations subject to regulation
by insurance law or by insurance authorities of this or any other
state of the United States or any province of Canada, and to any
other coverage the inclusion of which may be approved by the com-
missioner. In the absence of such definition such term shall not in-
clude group insurance, or benefits provided by union welfare plans
or by employer or employee benefit organizations. For the purpose
of applying the foregoing policy provision with respect to any in-
sured, any amount of benefit provided for such insured pursuant to
any compulsory benefit statute (including any workmen's compensa-
tion or employer's liability statute) whether provided by a govern-
mental agency or otherwise shall in all cases be deemed to be "other
valid coverage" of which the insurer has had notice. In applying the
foregoing policy provision no third party liability coverage shall be
included as "other valid coverage."

(6) A provision as follows:

RELATION OF EARNINGS TO INSURANCE: If the total
monthly amount of loss of time benefits promised for the same loss
under all valid loss of time coverage upon the insured, whether pay-
able on a weekly or monthly basis, shall exceed the monthly earnings
of the insured at the time disability commenced or his average
monthly earnings for the period of two years immediately preceding
a disability for which claim is made, whichever is the greater, the
insurer will be liable only for such proportionate amount of such
benefits under this policy as the amount of such monthly earnings or
such average monthly earnings of the insured bears to the total
amount of monthly benefits for the same loss under all such coverage
upon the insured at the time such disability commences and for the
return of such part of the premiums paid during such two years as
shall exceed the pro-rata amount of the premiums for the benefits
actually paid hereunder; but this shall not operate to reduce the total
monthly amount of benefits payable under all such coverage upon
the insured below the sum of $200 or the sum of the monthly bene-
fits specified in such coverages, whichever is the lesser, nor shall it
operate to reduce benefits other than those payable for loss of time.

The foregoing policy provision may be inserted only in a policy
which the insured has the right to continue in force subject to its
terms by the timely payment of premiums (1) until at least age 50,
or, (2) in the case of a policy issued after age 44, for at least five
years from its date of issue. The insurer may, at its option, include
in this provision a definition of "valid loss of time coverage," ap-
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proved as to form by the commissioner, which definition shall be
limited in subject matter to coverage provided by governmental agen-
cies or by organizations subject to regulation by insurance law or by
insurance authorities of this or any other state of the United States
or any province of Canada, or to any other coverage the inclusion
of which may be approved by the commissioner or any combination
of such coverages. In the absence of such definition such term shall
not include any coverage provided for such insured pursuant to any
compulsory benefit statute (including any workmen's compensation
or employer's liability statute), or benefits provided by union wel-
fare plans or by employer or employee benefit organizations.

(7) A provision as follows:

UNPAID PREMIUM: Upon the payment of a claim under this
policy, any premium then due and unpaid or covered by any note or
written order may be deducted therefrom.

(8) A provision as follows:

CANCELLATION: The insurer may cancel this policy at any
time by written notice delivered to the insured or mailed to his last
address as shown by the records of the insurer, stating when, not
less than five days thereafter, such cancellation shall be effective; and
after the policy has been continued beyond its original term the in-
sured may cancel this policy at any time by written notice de-
livered or mailed to the insurer, effective upon receipt or on such
later date as may be specified in such notice. In the event of cancel-
lation, the insurer will return promptly the unearned portion of any
premium paid. If the insured cancels, the earned premium shall be
computed by the use of the short-rate table last filed with the state
official having supervision of insurance in the state where the insured
resided when the policy was issued. If the insurer cancels, the earned
premium shall be computed pro-rata. Cancellation shall be without
prejudice to any claim originating prior to the effective date of can-
cellation.

(9) A provision as follows:

CONFORMITY WITH STATE STATUTES: Any provision of
this policy which, on its effective date, is in conflict with the statutes
of the state in which the insured resides on such date is hereby
amended to conform to the minimum requirements of such statutes.

(10) A provision as follows:

ILLEGAL OCCUPATION-. The insurer shall not be liable for
any loss to which a contributing cause was the insured's commis-
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sion of or attempt to commit a felony or to which a contributing cause
was the insured's being engaged in an illegal occupation.

(11) A provision as follows:

' NARCOTICS: The insurer shall not be liable for any loss sus-
tained or contracted in consequence of the insured's being under the
influence of any narcotic unless administered on the advice of a phy-
sician.

Subd. 4. Coverage inconsistent. If any provision of
this section is in whole or in part inapplicable to or inconsistent with
the coverage provided by a particular form of policy the insurer,
with the approval of the commissioner, shall omit from such policy
any inapplicable ̂ provision or.part of a provision, and shall modify
any inconsistent provision or part of the provision in such manner
as to make the provision as contained in the policy consistent with
the coverage provided by the policy.

Subd. 5. Order of provisions. The provisions which are
the subject of subdivisions 2 ;and 3, or any corresponding provisions
which are used in lieu thereof in accordance with subdivisions 2 and
3, shall be printed in the consecutive order of the provisions in subdivi-
sions 2 and 3 or, at the option of the insurer, any such provision may
appear as a unit in any part of the policy, with other provisions to
which it may be logically related, provided the resulting policy shall
not be in whole or in part unintelligible, uncertain, ambiguous, ab-
struse, or likely to mislead a person to whom the policy is offered,
delivered or issued. . ,

Subd. 6. Applicant other than insured. The word "insured,"
as used in sections 1 Ib 9,, shall not be construed as preventing a per-
son other than the insured with a proper insurable interest from mak-
ing application for and owning a policy covering the insured or from
being entitled under such a policy to any indemnities, benefits and
rights provided therein.

Subd. 7. Reciprocal provisions; foreign insurer. Any poli-
cy of a foreign or alien insurer, when delivered or issued for delivery
to any person in this state, may contain any provision which is not
less favorable to the insured or the beneficiary than the provisions of
sections 1 to 9 hereof, and which is prescribed or required by the
law of the state under which the insurer is organized .

iS''
Subd. 8. Reciprocal provisions; domestic insurer. Any po-

licy of a domestic insurer may, when issued for delivery in any other
state or country, contain any provision permitted or required by the
laws of such other state or country.
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Subd. 9. Rules and regulations. The commissioner may
make such reasonable rules and regulations concerning the- proce-
dure for the filing or submission of policies subject to sections 1 to 9,
as are necessary, proper or advisable to the administration of sections
1 to 9. This provision shall not abridge any other authority granted
the commissioner by law.

Sec. 5. [62A.05] Construction of provisions. Subdivi-
sion 1. No policy provision which is not subject to section 4 shall
make a policy, or any portion thereof, less favorable in any respect
to the insured or the beneficiary than the provisions thereof which
are subject to sections 1 to 9 hereof.

Subd. 2. A policy delivered or issued for delivery to any per-
son in this state in violation of sections 1 to 9 hereof, shall be held
valid but shall be construed as provided in sections 1 to 9 hereof.
When any provision in a policy subject to sections 1 to 9 hereof, is
in conflict with any provision of sections 1 to 9 hereof, the rights,
duties and obligations of the insurer, the insured and the beneficiary
shall be governed by the provisions of sections 1 to 9 hereof.

Sec. 6. [62A.06] Statements in application. Subdivi-
sion 1. Inclusion in policy. The insured shall not be bound by
any statement made in an application for a policy unless a copy of
such application is attached to or endorsed on the policy when issued
as a part thereof. If any such policy delivered or issued for delivery
to any person in this state shall be reinstated or renewed, and the in-
sured or the beneficiary or assignee of such policy shall make writ-
ten request to the insurer for a copy of the application, if any, for
such reinstatement or renewal, the insurer shall within 15 days after
the receipt of such request at its home office or any branch office of
the insurer, deliver or mail to the person making such request, a
copy of such application. If such copy shall not be so delivered or
mailed, the insurer shall be precluded from introducing such applica-
tion as evidence in any action or proceeding based upon or involving
such policy or its reinstatement or renewal.

Subd. 2. Alterations. No alteration of any written applica-
tion for any such policy shall be made by any person other than the
applicant without.his written consent, except that insertions may be
made by the insurer, for administrative purposes only, in such man-
ner as to indicate clearly that such insertions are not to be ascribed to
the applicant.

Subd. 3. Effect of applicant's statement. The falsity of any
statement in the application for any policy covered by sections 1 to 9
hereof, may not bar the right to recovery thereunder unless such false
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statement materially affected either the acceptance of the risk or the
hazard assumed by the insurer.

Sec. 7. [62A.07] Rights of insurer, when not waived.
The acknowledgment by an insurer of the receipt of notice given un-
der any policy covered by sections 1 to 9 hereof, or the furnishing
of forms for filing proofs of loss, or the acceptance of such proofs,
or the investigation of any claim thereunder shall not operate as a
waiver of any of the rights of the insurer in defense of any claim aris-
ing under such policy.

Sec. 8. [62A.08] Coverage of policy, continuance in force.
If any such policy contains a provision establishing, as an age limit
or otherwise, a date after which the coverage provided by the policy
will not be effective, and if such date falls within a period for which
premium1 is accepted by the insurer or if the insurer accepts a prem-
ium after such date, the coverage provided by the policy will con-
tinue in force subject to any right of cancellation until the end of the
period for which premium has been accepted. In the event the age
of the insured has been misstated and if, according to the correct age
of the insured, the coverage provided by the policy would not have
become effective, or would have ceased prior to the acceptance of
such premium or premiums, then the liability of the insurer shall be
limited to the refund, upon request, of all premiums paid for the peri-
od not covered by the policy.• • i ' 'i

Sec.: 9. --[62A.09] Limitation. Nothing in sections 1 to
8 shall apply to or affect:

(1) any policy of workmen's compensation insurance or any
policy.of casualty or fire and allied lines insurance with or without
supplementary coverage therein; or

' (2)'' any policy or contract of reinsurance; or

(3) : any blanket or group policy of insurance; or

(4) life insurance, endowment or annuity contracts, or con-
tracts supplemental thereto which contain only such provisions relat-
ing to accident and sickness insurance as (a) provide additional
benefits in case of death or dismemberment or loss of sight by ac-
cident, or as (b) operate to safeguard such contracts against lapse
or to give a special surrender value or special benefit or an annuity
in the event that the insured or annuitant shall become totally and
permanently disabled, as defined by the contract or supplemental
contract.

Sec. 10. [62A.10] Group insurance. Subdivision). Re-
quirements. Group accident and health insurance is hereby de-
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clared to be that form of accident and health insurance covering not
less than two employees nor less than ten members, and which may
include the employee's or member's dependents, consisting of hus-
band, wife, children, and actual dependents residing in the house-
hold, written under a master policy issued to any governmental cor-
poration, unit, agency, or department thereof, or to any corpora-
tion, copartnership, individual, employer, or to any association hav-
ing a constitution or bylaws and formed in good faith for purposes
other than that of obtaining insurance under the provisions of this
chapter, where officers, members, employees, or classes or divisions
thereof, may be insured for their individual benefit.

Any insurer authorized to write accident and health insurance
in this state shall have power to issue group accident and health poli-
cies.

Subd. 2. Policy forms. No policy of group accident and
health insurance may be issued or delivered in this state unless the
same has been approved by the commissioner in accordance with
section 2, subdivisions 1 to 6. These forms shall contain the standard
provisions relating and applicable to health and accident insurance
in so far as they may be applicable to group accident and health in-
surance, and also the following provisions:

(1) Entire contract. A provision that the policy and the
application of the employer, or executive officer or trustee of any
association, and the individual applications, if any, of the employees
or members insured, shall constitute the entire contract between the
parties, and that all statements made by the employer or any execu-
tive officer or trustee in behalf of the group to be insured, shall, in
the absence of fraud, be deemed representations and not warranties,
and that no such statement shall be used in defense to a claim under
the policy, unless it is contained in the written application;

(2) Master policy-certificates. A provision that the insur-
er will issue a master policy to the employer, or to the executive of-
ficer or trustee of the association; and the insurer shall also issue to
the employer or to the executive officer or trustee of the association,
for delivery to the employee or member who is insured under the
policy, an individual certificate setting forth a statement as to the
insurance protection to which he is entitled and to whom payable,
together with a statement as to when and where the master policy,
or a copy thereof, may be seen for inspection by the individual in-
sured; this individual certificate may contain the names of, and in-
sure the dependents of, the employee or member, as provided for
herein;

(3) New insureds. A provision that to the group or class
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thereof originally insured may be added, from time to time, all new
employees of the employer or members of the association eligible to
and applying for insurance in that group or class and covered or to
be covered by the master policy.

Sec. 11. [62A.11] Blanket accident and sickness insur-
ance. Subdivision 1. Requirements. Blanket accident and
sickness insurance is hereby declared to be that form of accident and
sickness insurance covering special groups of persons as enumerated
in one of the following paragraphs:

(1) Under a policy issued to any common carrier, which
shall be deemed the policyholder, covering a group defined as all or
any class of persons who may become passengers on such common
carrier.

(2) Under a policy issued to an employer, who shall be
deemed the policyholder, covering all employees or any group of
employees defined by reference to exceptional hazards incident to
such employment.

(3) Under a policy issued to-a college, school, or other in-
stitution of learning or to the head or principal thereof, who or
which shall be deemed the policyholder, covering students or teachers.

(4)-! Under a policy issued in the name of any volunteer fire
department, first aid, or other such volunteer group, which shall be
deemed' the policyholder, covering all of the members of such de-
partment or group.

(5) Under a policy issued to a sports team or to a camp,
which team or camp or sponsor thereof shall be deemed the policy-
holder, covering members or campers.

(6) Under a policy issued to any other substantially similar
group which, in the discretion of the commissioner, may be subject
to the issuance of a blanket accident and sickness policy.

Subd. 2. Authority. Any insurer authorized to write acci-
dent and sickness insurance in this state shall have the power to issue
blanket accident and sickness policies.

Subd. 3. Policy forms. No policy of blanket accident and
sickness insurance may be issued or delivered in this state unless a
copy of the form thereof has been approved by the commissioner and
it contains in substance such of the provisions required for individual
policies as may be applicable to blanket accident and sickness insur-
ance and the following provisions:
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(1) A provision that the policy and the application of the
policyholder shall constitute the entire contract between the parties,
and that, in the absence of fraud, all statements made by the policy-
holder shall be deemed representations and not warranties, and that
no statement made for the purpose of affecting insurance shall avoid
such insurance or reduce benefits unless contained in a written in-
strument signed by the policyholder, a copy of which has been furn-
ished to such policyholder.

(2) A provision that to the group or class originally insured
shall be added from time to time all new persons eligible for coverage.

Subd. 4. Application-certificate. An individual application
shall not be required from a person covered under a blanket accident
and sickness policy, nor shall it be necessary for the insurer to furnish
each person a certificate.

Subd. 5. Benefits. All benefits under any blanket acci-
dent and sickness policy shall be payable to the person insured, or to
his designated beneficiary, or beneficiaries, or to his estate, except
that if the person insured be a minor, such benefits may be made
payable to his parent, guardian, or other person actually supporting
him. Provided further, however, that the policy may provide that all
or any portion of any indemnities provided by any such policy on ac-
count of hospital, nursing, medical or surgical services may, at the
insurer's option, be paid directly to the hospital or person rendering
such services; but the policy may not require that the services be
rendered by a particular hospital or person. Payment so made shall
discharge the insurer's obligation with respect to the amount of in-
surance so paid.

Subd. 6. Legal liability. Nothing contained in this section
shall be deemed to affect the legal liability of policyholders for the
death of, or injury to, any such member of such group.

Sec. 12. [62A.12] Transition provision as to individual
policies, riders or endorsements. A policy, rider or endorsement,
which could have been lawfully used or delivered or issued for de-
livery to any person in this state immediately before April 18, 1957,
may be used or delivered or issued for delivery to any such person
until January 1, 1959, without being subject to the provisions of sec-
tions 3, 4, or 5.

Sec. 13. [62A.13] Commercial traveler insurance com-
panies. Any domestic assessment, health or accident association
now licensed to do business in this state, which confines its member-
ship to commercial travelers, professional men, and others whose
occupation is of such character as to be ordinarily classified as no
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more hazardous than commercial travelers, and which does not pay
any other commissions or compensations, other than prizes to mem-
bers of nominal value in proportion to the membership fees charged
for securing new members, may issue certificates of membership,
which, with the application of the member and the bylaws of the
association, shall constitute the contract between the association and
the member. A printed copy of the bylaws and a copy of the ap-
plication shall be attached to the membership certificate when issued,
and a copy of any amendment to the bylaws shall be mailed to the
members following their adoption. Certified copies of certificate, by-
laws and amendments shall be filed with the commissioner of insur-
ance and subject to his approval. The bylaws shall conform to the
requirements of this chapter, so far as applicable, and wherever the
word "policy" appears in this chapter, it shall, for the purpose of
this section, be construed to mean the contract as herein defined.

Sec. 14. Minnesota Statutes 1965, Chapter 62, is repealed.

ARTICLE IV

Section 1. [63.011] Associations no longer permitted.
Subdivision 1. From and after July 1, 1967, no assessment bene-
fit association shall be organized under any provisions of this chapter.

Subd. 2. Section 1 of this article shall be deemed part of Min-
nesota Statutes, Chapter 63.

ARTICLE 5.

Fraternal Beneficiary Associations.

Section 1. [64A.01] Definitions in general. Unless the
language or context clearly indicates a different meaning is intended,
the words, terms and phrases defined in sections 2 to 9 shall, for the
purposes of this Article, be given the meanings subjoined to them.

Sec. 2. [64A.02] Fraternal beneficiary association defined:
Any corporation, society, order, or voluntary association without cap-
ital stock, organized and carried on solely for the mutual benefit of
its members and their beneficiaries, and not for profit, having a rep-
resentative form of government, and having a lodge system with rit-
ualistic form of work or a branch system that confines its member-
ship to any one religious denomination, and which shall provide for
payment of benefits in accordance with this article is hereby de-
clared to be a fraternal beneficiary association.

Sec. 3. [64A.03] Lodge or branch system defined. Any
association having a supreme governing or legislative body and sub-
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ordinate lodges or branches, by whatever name known, into which
members shall be elected, initiated, and admitted in accordance with
its constitution, laws, rules, regulations, and prescribed ritualistic
ceremonies, which subordinate lodges or branches shall be required
by such association to hold regular or stated meetings at least once
every three months, shall be deemed to be operating under the lodge
system; provided, that any beneficiary society or association whose
membership is confined to the members of any one religious
denomination shall not be required to have ritualistic form of work
or ceremonies.

Sec. 4. [64A.04] Representative form of government de-
fined. Any association shall be deemed to have a representative
form of government when:

(1) It shall provide in its constitution and laws for a supreme
legislative or governing body composed of representatives
elected either by the members or by delegates elected by
the members through a delegate convention system, to-
gether with such other members as may be prescribed by
its constitution and laws;

(2) The elective representatives shall constitute a majority in
number and shall have not less than a majority of the
votes, nor less than the votes required to amend its con-
stitution and laws;

(3) The meetings of the supreme or governing body and the
election of officers, representatives, or delegates shall be
held as often as once in four years;

(4) The members, officers, representatives or delegates of a
fraternal beneficiary association sh.all not vote by proxy.

Sec. 5. [64A.05] Association defined. The word "asso-
ciation" as used in sections 1 to 47 of this article shall mean a fra-
ternal beneficiary corporation, society, order, or voluntary association,
as defined in article 1, section 2.

Sec. 6. [64A.06] Domestic association defined. The
words "domestic association" shall mean an association organized or
incorporated under the laws of this state.

Sec. 7. [64A.07] Foreign association denned. The words
"foreign association" shall mean an association organized or incor-
porated under the laws of another territory, district, state, .province,
or country.

Sec. 8. 164A.08 ] State defined. The word "state" shall
mean "state," "territory," "district," "country," or "province."
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Sec. 9. [64A.09J Commissioner defined. The word
"commissioner" shall mean the commissioner of insurance of the
state of Minnesota and, in his absence or disability, his deputy or
other person duly designated to act in his place.

Sec. 10. [64A.10] Organization. Subdivision 1. For-
mation. Seven or more persons, citizens of the United States, and a
majority of whom are citizens of this state, who desire to form a
domestic association, as defined in article 1, section 2, may make
and sign, giving their addresses, and acknowledge before some of-
ficer competent to take acknowledgment of deeds, articles of associa-
tion in which shall be stated:

(1) The proposed corporate name of the association, which
shall not so closely resemble the name of any association
or insurance company already transacting business in this
state as to mislead the public or lead to confusion;

(2) The purpose for which it is formed, which shall not in-
clude more liberal powers than are granted by this article;
provided, that any lawful, social, intellectual, educational,
moral, or religious advantages may be set forth among the
purposes of the association, and the mode in which its cor-
porate powers are to be exercised; and

(3) The names, residences, and official titles of all the of-
ficers, trustees, directors, or other persons who are to have
and exercise the general control and management of the
affairs and funds of the association for the first year or un-
til the ensuing election, at which all these officers shall be
elected by the supreme legislative or governing body.

Subd. 2. Filing articles and documents. The articles of as-
sociation and duly certified copies of the constitution, laws, rules, and
regulations, and copies of all proposed forms of benefit certificates,
applications therefor and literature to be issued by the association,
and a bond in the sum of $5,000, with sureties approved by the com-
missioner, conditioned upon the return of the advance payments, as
provided in this section, to applicants, if the organization is not com-
pleted within one year, or after such further period, not exceeding
one year, as may be authorized by the commissioner, shall be filed
with the commissioner, who may require such further information as
he deems necessary, and if the purposes of the association conform
to the requirements of this article and all provisions of law have been
complied with, the commissioner shall so certify and retain and re-
cord the articles of association in a book kept for the purpose and
furnish the incorporators a preliminary certificate authorizing the as-
sociation to solicit members as herein provided.
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Subd. 3. Initial solicitations and qualifications. Upon re-
ceipt of the certificate from the commissioner, the association may
solicit members for the purpose of completing its organization, and
shall collect from each applicant the amount of not less than one
death benefit assessment or payment, in accordance with its tables
of rates, as provided by its constitution and laws, and shall issue to
each applicant a receipt for the amount so collected. No association
shall incur any liability other than for the advanced payments, nor
issue any benefit certificate, nor pay or allow, or offer a promise to
pay or allow, to any person, any death or disability benefit until:

(1) Actual bona fide applications for death benefit certificates
have been secured upon at least 500 lives for at least
$1,000 each;

(2) All these applicants for death benefits shall have been
regularly examined by legally qualified practicing physi-
cians;

(3) Certificates of these examinations have been duly filed
and approved by the chief medical examiner of the asso-
ciation;

(4) Ten subordinate lodges or branches have been established
into which the 500 applicants have been initiated;

(5) There has been submitted to the commissioner, under
oath of the president and secretary or corresponding of-
ficers of the association, a list of the applicants, giving their
names, addresses, date examined, date approved, date ini-
tiated, name and number of subordinate branch of which
each applicant is a member, amount of benefits to be
granted, and rate of regular payments or assessments;

(6) The rate of regular payments or assessments for death
benefit purposes shall not be lower than those required by
the National Fraternal Congress table of mortality, with
interest at four percent per annum;

(7) It shall be shown to the commissioner, by sworn state-
ment of the treasurer or corresponding officer of the as-
sociation, that at least 500 applicants have each paid, in
cash, at least one regular monthly payment or assessment,
as herein provided, per $1,000 of indemnity to be effected,
which payments, in the aggregate, shall amount to at
least $2,500, all of which shall be credited to the mor-
tuary or disability fund on account of these applicants,
and no part of which may be used for expenses. These ad-
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vanced payments shall, during the period of organization,
be held in trust for and, if the organization is not completed
within one year, as hereinafter provided, returned to the
applicants.

Subd. 4. Time for completing organization. No prelimin-
ary certificate granted under the provisions of this section shah1 be
valid after one year from its date, or after such further period, not
exceeding one year, as may be authorized by the commissioner upon
cause shown, unless the 500 applicants herein required have been
secured and the organization has been completed, as herein provided,
and the articles of association and all proceedings thereunder shall
become null and void in one year from the date of the preliminary
certificate or at the expiration of the extended period, unless the
association shall have completed its organization and commenced
business as herein provided. When any domestic association shall
have discontinued business for the period of one year, its charter
shall become null and void.

Subd. 5. Certificate of compliance; certified copy as evidence.
The commissioner may make such examination and require such
further information as he deems advisable and, upon presentation
of satisfactory evidence that the association has complied with all the
provisions of the law, he shall issue to the association a certificate to
that effect. These certificates shall be prima facie evidence of the
existence of the association at the date of the certificate. The com-
missioner shall cause a record of the certificate to be made and a
certified copy of this record may be given in evidence with like effect
as the original certificate.

Sec. 11. [64A.11] Corporate powers retained. Any do-
mestic association authorized to transact business in this state at the
time this article becomes effective may thereafter exercise all the
rights, powers and privileges prescribed in this article and in its char-
ter or articles of incorporation as far as consistent with this article.
A domestic association shall not be required to reincorporate, nor
shall it be required to adopt the rates prescribed therein for new as-
sociations, in order to avail itself of the privileges thereof, and any
such association may amend its articles of association, from time to
time, in the manner provided therein, or in its constitution or laws,
and all the amendments shall be filed with the commissioner and be-
come operative upon such filing unless a later time be provided in
the amendments, or in its articles of association, constitution, or laws.

Sec. 12. [64A.12] Location of office. The principal of-
fice of any domestic association shall be located in this state.

Sec. 13. [64A.13] Place of meetings. Any domestic as-
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sociation may provide that the meetings of its legislative or govern-
ing body may be held in any state, district, province, or territory
wherein the association has subordinate branches, and all business
transacted at these meetings shall be as valid in all respects as if
the meetings were held in this state.

Sec. 14. [64A.14] Mergers., consolidations and reinsur-
ance. Subdivision 1. Requirements. No association or-
ganized under the laws of this state to do the business of life, acci-
dent, or health insurance shall consolidate or merge with any other
beneficiary association, or reinsure its insurance risks, or any part
thereof, with any other association, or assume or reinsure the whole,
or any portion, of the risks of any other association, except as here-
in provided:

(1) No association, or subordinate body thereof, shall merge,
consolidate with, or be reinsured by, any company or as-
sociation not licensed to transact business as an associa-
tion.

(2) Any association organized under the laws of this state
having an insurance membership in good standing at the
time of merger, consolidation, or reinsurance of not more
than 5,000 members, and which has been engaged in busi-
ness for more than 15 years prior to such time, may
merge or consolidate with, or be reinsured by, any life
insurance company organized under the laws of this state.

(3) This section shall not limit the reinsurance of individual
certificates as provided in subdivision 5 of section 31.

Subd. 2. Procedure and approval by commissioner. When
any association shall propose to merge or consolidate its business,
or to enter into any contract of reinsurance, or to assume or reinsure
the whole or any portion of the risks of any other association, it
shall:

(1) Submit, after giving 30 days written notice by mail to all
policyholders stating the object of the meeting, the pro-
posed contract in writing, setting forth the terms and con-
ditions of the proposed merger, consolidation or reinsur-
ance, to the legislative or governing bodies of each of the
parties to the contract;

(2) Obtain approval by a two-thirds vote by the legislative or
governing bodies; and

(3) The contract, as so approved, shall be submitted to the
commissioner for his approval, and the parties to the con-
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tract shall, at the same time, submit a sworn statement
showing the financial condition of each of the associations
as of the thirty-first day of December preceding the date
of the contract. The commissioner may, in his discretion,
require such financial statement to be submitted as of the
last day of the month preceding the date of the contract.

(4) The commissioner shall thereupon consider the contract
of merger, consolidation, or reinsurance and, if satisfied
that the interests of the certificate holders of the associa-
tions are properly protected, that the contract is just and
equitable to the members of each of the associations, and
that no reasonable objection exists thereto, shall approve
the contract as submitted.

Subd. 3. Foreign parties to the contract. In case the part-
ies to the contract shall have been incorporated in separate states or
territories:

(1) The contract shall be submitted, as herein provided, to
the commissioner of insurance of each of the incorporat-
ing states or territories, to be considered and approved sep-
arately by each of the commissioners;

(2) When the contract of merger, consolidation, or reinsur-
ance shall have been approved, as herein above provided,
such commissioner or commissioners of insurance shall
issue a certificate to that effect, and thereupon the con-
tract of merger, consolidation, or reinsurance shall be in
full force and effect;

(3) In case the contract is not approved, the fact of its sub-
mission and its contents shall not be disclosed by the com-
missioner.

Subd. 4. Payment of expenses.

(1) All necessary and actual expenses and compensation in-
cident to the proceedings provided hereby shall be paid
as provided by the contract of merger, consolidation, or
reinsurance. An itemized statement of all these expenses
shall be filed with the commissioner or commissioners, as
the case may be, subject to approval, and when approved
the same shall be binding on the parties thereto;

(2) No brokerage or commission shall be included in such
expenses and compensation or shall be paid to any person
by either of the parties to any such contract in connection
with the negotiation therefor or execution thereof;
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(3) No compensation shall be paid to any officer or employee
of either of the panics to the contract for, directly or in-
directly, aiding in effecting such contract of merger, con-
solidation, or reinsurance;

(4) Except as fully expressed in the contract of merger, con-
solidation, or reinsurance, or the approved itemized state-
ment of expenses, as approved by the commissioner or
commissioners, as the case may be, no compensation shal!
be paid to any person and no officer or employee of the
state shall receive any compensation, directly or indirect-
ly, for in any manner aiding, promoting, or assisting any
such merger, consolidation, or reinsurance.

Sec. 15. [64A.15] Fraternal beneficiary associations may
become mutual life insurance companies. Subdivision 1. Any do-
mestic association organized and operating under the laws of this
state on a solvent basis according to a recognized table of mortality
acceptable to the commissioner, may amend its articles of incorpora-
tion and laws in such a manner as to transform itself into a mutual
life insurance company with the name by which it is already known,
or any other name, as its supreme legislative and governing body
shall determine, by:

(1) A two-thirds vote of its supreme legislative and govern-
ing body;

(2) Provided that a 30-day written notice be given, by mail,
to all insured members stating the object of the meeting.

Subd. 2. The proposed plan for reorganization or reincorpor-
ation shall be submitted to, and be subject to the approval of the
commissioner. Upon so doing and procuring from the commissioner
his approval and a certificate of authority, as prescribed by law, to
transact business in this state as a mutual life insurance company,
the corporation:

(1) Shall incur the obligations and enjoy the benefits thereof
the same as though originally thus incorporated;

(2) Shall be a continuation of the original organization un-
der its articles and bylaws as so framed or amended;

(3) Officers thereof shall serve until their successors shall be
elected as provided by the amended articles or bylaws of
the company as thus reorganized;

(4) But this incorporation, amendment, or reincorporation
shall not affect existing suits.
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Subd. 3. The commissioner shall issue a certificate of author-
ity to any such company so reorganized which is in a solvent condi-
tion and has fully complied with the laws of this state, to transact
such insurance business in this state. The commissioner shall exercise
the powers and discharge the duties concerning any such company
so reorganized that are applicable to companies writing insurance or
issuing policies of the same class, organized or operating in this state.

Subd. 4. The company so reorganized, and its officials, shall
exercise all the rights and powers and perform all the duties confer-
red or imposed by law upon organizations writing the kinds of insur-
ance written by the company so reorganized:

(1) All outstanding certificates shall be recalled and new con-
tracts issued based upon the same table of rates and re-
serves, but in form required by law for the company as re-
organized;

(2) The minimum reserve requirements shall be based on the
tables upon which the certificates are based, if acceptable
to the commissioner.

Sec. 16. [64A.16] Qualifications for membership. Sub-
division 1. Age of admission. Except as provided in subdivi-
sion 3, no association shall admit to beneficial membership any per-
son less than 16 nor more than 60 years of age.

Subd. 2. Medical, non-medical examinations. Except as
provided in subdivision 3, no association shall admit to beneficial
membership any person who has not been examined by a legally qual-
ified practicing physician and whose examination has not been ap-
proved by the supervising medical authority of the association, as
provided by the laws of the association; provided, that in lieu of the
medical examination above required, a declaration of insurability
may be accepted by the association on an applicant under 45 years
of age and for benefits not exceeding $2,500; provided, further, that
this examination or declaration of insurability shall not be required
of associations paying only accident or sick benefits or funeral bene-
fits not exceeding $300.

Subd. 3. When limitations do not apply. An association
meeting the requirements of section 20, clause 3, shall not be sub-
ject to the limitations in subdivisions 1 and 2 of this section.

Sec. 17. [64A.17] Constitution and laws. The constitu-
tion and laws of the association may provide that no subordinate
body, nor any of the officers or members of the subordinate body,
shall have the power or authority to waive any of the provisions of
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the laws and constitution of the association, and the same shall be
binding on the association and each and every member thereof.

Sec. 18. [64A.18] Amendments to constitution. Every
association transacting business under this article shall file with the
commissioner a duly certified copy of all amendments of, or additions
to, its constitution and laws within 90 days after the enactment of
die same. Printed copies of the constitution and laws and of addi-
tions or amendments thereto, certified by the secretary or correspond^
ing officer of die association, shall be prima facie evidence of the
legal adoption thereof.

Sec. 19. [64A.19] Annual statement. Subdivision 1.
Every association transacting business in this state shall, annually,
on or before the first day of March, file with the commissioner, in
such form as he may require, a statement, under oath of its presi-
dent and secretary, or corresponding officer:

(1) Of its condition and standing on the thirty-first day of
December, next preceding;

(2) Of its transactions for the year ending on that date; and

(3) Shall also furnish such other information as the com-
missioner may deem necessary to a proper exhibit of its
business and plan of working.

Subd. 2. The commissioner may at other times require any
further statement he may deem necessary to be made relating to these
associations.

Sec. 20. [64A.20] Benefits. Every association transact-
ing business under this article:

(1) Shall provide for the payment of death or disability bene-
fits, or both;

(2) May provide for the payment of temporary or permanent
physical disability benefits as a result of accident, disease,
or old age; provided that" benefits for disability on account
of old age shall not be under 70 years;

(3) May enter into contracts and grant such benefits with
such persons in such forms and under such conditions as
its laws may provide, provided that the association shall
accumulate and maintain the assets required for the pay-
ment of benefits upon all contracts when valued by mor-
tality and interest standards which provide reserves not
less than those prescribed by the mortality tables and in-
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terest rates therein mentioned, or the mortality tables and
interest rates prescribed by law for life insurance com-
panies.

Sec. 21. [64A.21] Non-forfeiture provisions, cash sur-
render values, certificate loans, reserves and other options. Any
association may grant to its members paid-up and extended protec-
tion, or such withdrawal equities as its constitution and laws may
provide; provided that:

(1) These grants shall in no case exceed in value the portion
of the reserves to the credit of the members to whom they
are made;

(2) The association shall show, by an annual valuation made
by a competent actuary approved by the commissioner,
that it is accumulating and maintaining for the benefit of
these members the reserves required by the American Ex-
perience table of mortality, with interest at the rate of four
percent per annum, or by the National Fraternal Congress
table of mortality, with interest at the rate of four percent
per annum. The association shall carry as a liability the
reserves so determined;

(3) The assets representing these reserves shall be held in
trust for these members separate and distinct from assets
belonging to members holding certificates on which these
reserves are not maintained;

(4) The assets so held in trust shall not be used to pay any
claims or benefits upon any certificates to members other
than to the members for whom these assets are so held in
trust;

(5) Nothing contained in this section, or contained in the
laws of this state regulating associations, shall be held to
restrict any association in the use of any surplus over and
above the accumulation required by the table by which
the rates are computed and the accretions thereon, as pre-
scribed by the laws or rules of the association; provided,
the same are used for the common benefit of all the mem-
bers.

Sec. 22. [64A.22] Beneficiaries. Subdivision 1. The
member shall have the right at all times to change the beneficiary
or beneficiaries in accordance with the constitution, laws or rules of
the association. Every association by its constitution, laws or rules
may limit the scope of beneficiaries and shall provide that no bene-
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ficiary shall have or obtain any vested interest in the proceeds of any
certificate until the certificate has become due and payable in con-
formity with the provisions of the insurance contract; except that as-
sociations which fail to meet the requirements of section 20, clause
(3) shall confine the payment of death benefits to the wife, husband,
family, relatives by blood or marriage, including illegitimate children,
parent or child by adoption, affianced husband or wife, a person de-
pendent on the member or on whom the member is dependent, the
member's estate, a benevolent, educational, religious, or charitable
corporation, or to an incorporated institution for the support of the
member. Any association may limit the beneficiaries within the above
classes.

Subd. 2. The member may at any time, by written instru-
ment, authorize the association to provide and pay for the support,
care, medical and surgical treatment, and funeral of such member
and deduct the amount so paid, with legal interest, from the net
reserve to the credit of the member's certificate or from the amount
otherwise payable under the certificate to the beneficiary, or the
member may, at any time, designate the association as beneficiary
and, in such case, the association shall use this reserve or amount to
the extent necessary for the purpose aforesaid.

Subd. 3. If, at the death of any member, there is no desig-
nated beneficiary to whom the insurance benefits shall be payable, the
amount of such benefits, except to the extent that funeral benefits may
be paid as hereinbefore provided, shall be payable to the personal
representative of the deceased member or as provided in the laws of
the association.

Sec. 23. [64A.23] Benefits not attachable. The money
or other benefits, charity, relief, or aid to be paid, provided, or ren-
dered by any association authorized to do business under this article
shall, neither before nor after being paid, be liable to attachment,
garnishment, or other process and shall not be seized, taken, appro-
priated, or applied by any legal or equitable process or operation of
laws to pay any debt or liability of a certificate holder or of any bene-
ficiary named in a certificate, or of any person who may have any
right thereunder.

Sec. 24. ("64A.24J Children's benefits; association qualifi-
cations. Subdivision 1. Qualified associations. Any association
authorized to do business in this state may provide in its articles and
bylaws for the payment of death, annuity, or endowment benefits
upon the lives of children below age 16 at next birthday: provided,
that the association has a class of adult membership carrying life in-
surance certificates at a rate of contribution at least equal to those
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known as National Fraternal Congress rates, or upon a table based
upon the association's own experience of at least 20 years covering
not less than 100,000 lives, with an interest assumption of not more
than four percent per annum, or any higher standard at the option of
the association, to which juvenile certificate holders shall be trans-
ferred without medical reexamination upon attaining the age of 16
years.

Subd. 2. Five hundred certificates required. No benefit cer-
tificate as to any child shall be issued unless the association shall si-
multaneously put in force at least 500 such certificates, on each of
which at least one assessment shall have been paid, nor shall any
such certificate be issued where the number of lives represented by
such certificates falls below 500.

Subd. 3. When limitations do not apply. An association
meeting the requirements of section 20, clause (3) may provide for
benefits on the lives of children under the minimum age for adult
membership, but not greater than 21 years of age, at time of ap-
plication therefor by some adult person, without regard to the limi-
tations specified in sections 24 to 30 inclusive.

Sec. 25. [64A.25] Children's benefit certificates; require-
ments. Subdivision 1. Evidence of insurability. No benefit
certificate as to any child shalltake effect until after medical exam-
ination by a legally.qualified practicing physician, or other acceptable
evidence of insurability in accordance with the laws of the association.

Subd. 2. Eligible applicants. Any person responsible for
the support of a child may make application for these benefits; but
neither such person nor the parent of the child need be a member of
the association.

Subd. 3. Eligible beneficiaries. Children's benefits shall be
payable to the estate of the child or to the person or persons respon-
sible for the support of the child and named as beneficiary in the cer-
tificate.

Subd. 4. Premiums, mortality table, extra assessments. The
death benefit contributions to be made upon the certificate shall be
based upon the standard industrial mortality * table or the English
life table number six, and at a rate of interest not greater than four
percent per annum, or upon a higher standard; provided, that the
contributions may be waived or returns may be made from surplus
in excess of reserve and other liabilities, as provided in the bylaws;
and provided, further, that extra contributions shall be made if the
reserves provided,for in section 27 become impaired.
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Sec. 26. [64A.26] Children's branches. Any associa-
tion qualified under section 24, subdivision 1, may, at its option, or-
ganize and operate divisions of local lodges or branches for such
children, and membership in local lodges and initiation therein shall
not be required of such children, nor shall they have any voice in the
management of the association.

Sec. 27. [64A.27] Children's insurance; reserve require-
ments. Any association which provides children's benefits shall
maintain on all such contracts the reserve required by the standard
of mortality and interest adopted by the association for computing
contributions as provided in subdivision 4 of section 25.

Sec. 28. [64A.28] Children's certificates; adult member-
ship. Subdivision 1. Exchange of children's certificate upon
reaching adult membership. An association may provide that when
a child reaches the minimum age for initiation into membership in
the association, any children's benefit certificate issued hereunder
may be surrendered for cancellation and exchanged for any other
form of certificate issued by the association, and upon issuance of
the new certificate any reserve upon the original certificate herein
provided for shall be transferred to the credit of the new certificate.

Subd. 2. Beneficiary designation upon exchange for adult
certificate. Neither the person who originally made application for
benefits on account of the child, nor the beneficiary named in the
original certificate, nor the person who paid the contributions, shall
have any vested right in the new certificate, the free nomination of a
beneficiary under the new certificate being left to the child so admitted
to benefit membership.

Sec. 29. [64A.29] Valuations by commissioner; children's
benefits. The commissioner may make a valuation of such chil-
dren's benefit certificates, or he may accept the valuation thereof
made by the insurance commissioner of the state under whose au-
thority the association is organized, when that valuation has been
made on sound and recognized principles, when furnished with
a certificate of that commissioner setting forth the value on the last
day of the preceding year. Every association which fails to promptly
furnish the certificate required shall, on demand, furnish the com-
missioner detailed lists of all its certificates and shall be liable for all
charges and expenses resulting therefrom.

Sec. 30. [64A.30] Specified expense. Any association
shall have the right to provide in its laws and the certificate issued
hereunder for specified payments on account of the expense or gen-
eral fund, which payments shall or shall not be mingled with the
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general fund of the association, as its constitution and bylaws may
provide.

Sec. 31. [64A.31] The contract. Subdivision 1. Cer-
tificates. Every certificate issued by any association shall specify
the maximum amount of benefit provided by the contract and shall
provide that the certificate, the constitution and laws of the associa-
tion, and the application for membership and medical examination,
signed by the applicant, shall constitute the contract between the as-
sociation and the member.

Subd. 2. Evidence. Copies of the certificate, certified by
the secretary of the association, or corresponding officer, shall be re-
ceived in evidence of the terms and conditions of the contract.

Subd. 3. Amendments to charter. Any changes, additions,
or amendments to the charter or articles of association, constitution,
or laws duly made or enacted subsequent to the issuance of the bene-
fit certificate shall bind the member and his beneficiaries and govern
and control the contract in all respects the same as though the
changes, additions, or amendments had been made prior to and were
in force at the time of the application for membership.

Subd. 4, Minimum benefit. Any association hereafter or-
ganized or admitted to do business in this state shall, in its certifi-
cates, specify a fixed minimum amount of benefit.

Subd. 5. Reinsurance. Any association organized or ad-
mitted to do business in this state may, with the approval of the
commissioner, reinsure all or any part of the amount specified in the
certificate in excess of the amount of $5,000 in a company authori-
zed to do business in this state.

Sec. 32. [64A.32] Annual license. Subdivision 1. Any
domestic or foreign associations which are now authorized to trans-
act business in this state may continue such business until the first
day of March next succeeding the effective date of this article. The
authority of such associations and all associations hereafter licensed
may thereafter be renewed annually, subject to the provisions of Ar-
ticle I, section 13, subdivisions 1 and 5 to 7.

Subd. 2. For each license or renewal, the association shall
pay the commissioner of insurance $10.

Subd. 3. A duly certified copy or duplicate of such license
shall be prima facie evidence that the licensee is an association with-
in the meaning of this article.
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Sec. 33. [64A.33] Foreign associations; admission. Sub-
division 1. No foreign association shall be authorized to trans-
act any business in this state without a license from the commission-
er. Before receiving such license, it shall file with the commissioner:

(1) A duly certified copy of its charter or articles of associa-
tion;

(2) A copy of its constitution and Jaws, certified by its secre-
tary or corresponding officer;

(3) A power of attorney to the commissioner as provided in
. section 36;

(4) A statement of the business of the preceding year, under
oath in the form required by the commissioner.

(5) A copy of its contract, which must show that benefits
are provided for by assessments upon, or other payments
by persons holding similar contracts; and

(6) Shall furnish the commissioner with such other informa-
tion as he may deem necessary to a proper exhibit of its
business and plan of working.

Subd. 2. If the commissioner finds that the foreign associa-
tion is:

(1) Transacting business in accordance with the provisions of
this article;

(2) Investing its assets in accordance with the laws of the
state where it is organized;

(3) Maintaining the membership and qualifications required
of domestic associations organized under this article, un-
less the foreign association has under its jurisdiction a
Grand Lodge having a beneficiary department, which
Grand Lodge is now authorized by the commissioner to
transact business in this state;

the commissioner may license the association to do business in this
state until the last day of the succeeding May, and the license may
be renewed annually, but in all cases to terminate on the last day of
the succeeding May.

Subd. 3. Any foreign beneficiary association or society, hav-
ing a branch system and representative form of government, whose
membership is confined to the members of any one religious denom-
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ination,.and which, prior to the passage of Laws 1907, Chapter 345,
was, and has been ever since, continuously licensed to do business in
this state, may, upon being authorized to transact the business pro-
vided for in the laws governing fraternal beneficiary associations in
the state of its organization and making such changes, if any, in its
charter and plan of business as may be necessary to meet the require-
ments of this article, be licensed to do business in this state there-
under without being required to adopt the rates required by the Na-
tional Fraternal Congress table of mortality.

Sec. 34. [64A.34] Foreign associations; examinations; rev-
ocation of licenses. Subdivision 1. Examinations. The com-
missioner, or any person whom he may appoint, may examine any
foreign association transacting, or applying for admission to trans-
act, business in this state.

(1) The commissioner may employ assistants for the purpose
of examination and he, or any person he may appoint,
shall have free access to all the books, papers, and docu-
ments that relate to the business of the association and
may summon and qualify as witnesses, under oath, and
examine its officers, agents, employees, and other persons
in relation to (he affairs, transactions, and condition of the

• association.

(2) He may, in his discretion, accept in lieu of this examina-
tion of the insurance department of the state, territory,
district, province, or country where the association is or-
ganized.

Subd. 2. Revocation of license. If any such association or
Us officers, refuses to submit to examination or to comply with the
provisions of this section relating thereto, or if upon an" examination
the commissioner, on investigation, is satisfied that any foreign as-
sociation transacting business under this article has:

(1) Exceeded its power;

(2) Failed to comply with the provisions of the law;

(3) Conducted business fraudulently;

(4) ' Not carried out its contracts in good faith;

(5) Been in such condition as to render further proceedings
hazardous to the public or certificate holders;

the commissioner may, by a written order or decision filed in his
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office, revoke the license of the association to do business in this
state, subject to an appeal by the association.

Subd. 3. Notice. No license shall be revoked by the com-
missioner until after notice has been duly served on an executive of-
ficer of the association and a reasonable opportunity given to it on a
date to be named in the notice to show cause why the license should
not be revoked.

Sec. 35. [64A.35] Expenses of examinations. The cost
of any examination made by the commissioner, of any association,
shall be paid by the association in accordance with Article I, section
3, subdivisions 3 and 5.

Sec. 36. [64A.36] Service of process. Subdivision 1.
Each foreign association now transacting business in this state and
each such association applying for admission shall, before being li-
censed:

(1) Appoint, in writing, the commissioner and his succes-
; sors in office to be its true and lawful attorney, upon whom
'i: all legal process in any action or proceedings against it

shall be served; and

(2), .In such writing, shall agree that any lawful process against
'' it, which is served upon such attorney, shall be of the

same legal force and validity as if served upon the associa-
tion; and

(3) That the authority shall continue in force so long as any
liability remains outstanding in this state.

Subd. 2. Copies of this appointment, certified by the commis-
sioner, shall be deemed sufficient evidence thereof and shall be ad-
mitted in evidence with the same force and effect as the original
thereof might be admitted. ,

Subd. 3. Service may only be made upon such attorney, must
be in duplicate, and shall be deemed sufficient service upon the as-
sociation; provided, that no such service shall be valid or binding
against any such association when it is required thereunder to file its
answer, pleading, or defense in less than 30 days after the date of
such service.

Subd. 4. When legal process against any such association is
served upon the commissioner, he shall forthwith forward, by regis-
tered mail, one of the duplicate copies, prepaid and directed to its
secretary or corresponding officer.
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Subd. 5. The plaintiff in the process so served shall pay to
the commissioner, for the use of the state, at the time of service, a
fee of $3, which shall be recovered by him as part of the taxable cost,
if he prevails in the suit.

Sec. 37. [64A.37] Domestic associations; examination; re-
habilitation; dissolution. Subdivision 1. The commissioner, or
any person he may appoint, shall have the power of visitation and
examination into the affairs of any domestic association. He may:

(1) Employ assistance for the purposes of examination and
he, or any person he may appoint, shall have free access
to any books, papers, and documents that relate to the
business of the association; and

(2) Summon and qualify as witnesses, under oath, and ex-
amine its officers, agents, and employees, or other persons,
in relation to the affairs, transactions, and, conditional the
association..- . "~

Subd.. 2.. Wherever the commissioner is satisfied that any of
the conditions exist as stated in Article I, section 4, he may pro-
ceed as provided therein.

Sec. 38. . [64A.38] Proceedings by attorney general only.
No action or proceedings to discontinue or enjoin, in whole or in
part, the business or methods of any such domestic association, or
to appoint a receiver therefor, or to dissolve the same, or in any
manner affecting its corporate rights, except for failure to pay final
judgment, shall be entertained by any court, except on the suit of
the attorney general under Article I, section 4.

Sec. 39. [64A.39] Financial matters. Subdivision 1.
Investments. Any association may invest its funds in, hold, sell,
and convey:

(1) Real estate for lodge and office purposes;

(2) Real estate acquired by foreclosure or received in satis-
faction of loans;

(3) Such investments, including real estate holdings, as are
permitted by the laws of this state for the investment of
assets of life insurance companies, and subject to the limi-
tations thereon.

Subd. 2. Foreign associations. Every foreign association
shall be empowered to invest its funds according to the laws of the
state, province or country in which it is organized.
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Subd. 3. Prohibited loans. No association shall loan any
of its funds to any of its officers or directors.

Sec. 40. [64A.40] Reserve fund. Subdivision 1. Any
association may create, maintain, invest, disburse, and apply a re-
serve, emergency, surplus, or other fund in accordance with its con-
stitution and laws, for the purpose specified in section 21. Any as-
sociation so creating, maintaining, investing, disbursing, or applying
any such reserve, emergency, or surplus fund shall not be held to be
organized or carried on for profit within the intent of the provisions
of section 2.

Subd. 2. These funds shall be held, invested, and disbursed
for the use and benefits of the association, and no member or bene-
ficiary shall have or acquire any individual rights therein, or be en-
titled to an apportionment or the surrender of any part thereof, ex-
cept as provided in section 21.

Sec. 41. [64A.41] Method of collection. The funds
from which benefits shall be paid-and the funds from which the
expenses of the association shall be defrayed shall be derived from
periodical or other payments by the members of the association and
accretions of these funds.

Sec. 42. [64A.42] Extra assessments. Every association
shall provide in its constitution or laws that if the regular payments
are insufficient to pay all matured death and disability claims in full
and to provide for the creation and maintenance of the funds re-
quired by its constitution and laws, extra assessments, or other pay-
ments, may be levied upon the members to meet the deficiency.

Sec. 43. [64A.43] Expenses. Every association shall
make provision in its constitution and laws for payment by mem-
bers of the association, which provision shall state the purpose of the
same and a proportion thereof which may be used for expenses, and
no part of the money collected for mortuary or disability purposes
and no part of the reserve, emergency, or surplus funds or the net
accretions of either or any of these funds shall, except as provided
in section 21, be used for expenses. From the accretions to the prin-
cipal of the emergency fund may be paid the taxes, if any, and the
expense actually and necessarily incurred in the investment and pro-
tection of that fund; and from the savings in mortality may be paid
the expenses of medical examination and inspections of risks.

Sec. 44. [64A.44] Taxation. Fraternal beneficiary as-
sociations are declared to be charitable institutions, and the property
held and used for lodge purposes, and the funds of these associations
shall be exempt from taxation under the general tax or revenue laws
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of this state, except that the real estate of the association shall be
taxable.

Sec. 45. [64A.45] Certain organizations exempt. Subdi-
vision I. Nothing contained in this article shall be construed to af-
fect or apply to:

(1) Grand or subordinate lodges of Masons, Odd Fellows,
Elks, or Knights of Pythias, exclusive of the insurance
branch of the supreme lodge of Knights of Pythias, or to
similar orders which do not issue insurance certificates; or

(2) To associations which admit to membership only persons
engaged in one or more hazardous occupations, in the
same or similar lines of business; or

(3) To local lodges of an association which was doing busi-
ness in this state at the time of the enactment of Laws
1907, Chapter 345, that provide death benefits not exceed-
ing $300 to any one person, or disability benefits not ex-
ceeding $300 in any one year to any one person, or both;
or

(4) To any contracts of reinsurance of or between such local
lodges of such association now doing business on such a
plan in this state; or

(5) To domestic associations which limit their membership to
the employees of a particular city or town, designated firm,
business house, or corporation; or

(6) To domestic lodgesj orders, or associations of a purely
religious, charitable, rand benevolent description, which do
not operate with a view to profit, and which do hot pro-
vide for a death benefit of more than $100, or for dis-
ability benefits of more than $150 to any one person in
any one year; or

(7) To any domestic lodge, .order, or association which was
incorporated under the laws of this state prior to the
year 1917 and has been doing business in this state since
incorporation and which now has less than $4,000 in cash
or hi securities acceptable to the commissioner and which
has heretofore agreed, in its constitution or bylaws, to pay
$300 as death benefits and $200 as funeral expenses, and
which does not operate with a view to profit and which
shall hereafter pay no funeral expenses and pay not
more than $300 as death benefits, and shall hereafter col-
lect from its members, at their then attained ages, regular
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•payments or assessments not lower than those required by
iirthe. National Fraternal Congress table of mortality, with

. interest at four percent per annum;
! (

and save and except as in this section otherwise specifically modi-
fied, limited or qualified that any such domestic order or association
which has more than 500 members, and provides for death or dis-
ability benefits, and any such domestic lodge, order, or association
which issues to any person a certificate providing for the payment of
benefits shall not be exempt by the provisions of this section, but shall
comply with the requirements of this article. All foreign associations
transacting business in this state shall comply with the provisions of
section 36.

Subd; 2. Any aid association confining its membership to one
religious denomination, not operating for profit, and not charging
stipulated premiums, which has been so operating in this state for
more than 30 years and which pays death benefits not exceeding
$2,000 in any one case, shall not be subject to the insurance laws of
this state.

Subd. 3. The commissioner may require from any association
such information as will enable him to determine whether the associ-
ation is exempt from the provisions of this article. No association
which is exempt by the provisions of this section from the require-
ments of this article shall give or allow, or promise to give or allow,
to any person any compensation for procuring new members.

Sec. 46. [64A.46] Penalties. Subdivision 1. Any per-
son violating the provisions of section 14, subdivisions 3 and 4, shall
be guilty of a felony; and, upon conviction, liable to a fine of not
more than $5,000, or to imprisonment for not more than five years,
or to both fine and imprisonment.

Subd. 2. Any person, officer; member, or examining physi-
cian, who shall knowingly or wilfully make any false or fraudulent
statement or representation in, or with reference to, any application
for membership for the purpose of obtaining money from or benefit
in any association transacting business under this article shall be
guilty of a misdemeanor; and, upon conviction thereof, punished by
a fine of not more than $100 or .imprisonment in the county jail for
not more than 90 days in the discretion of the court:

' "!

(1) And any person who shall wilfully make a false state-
ment of any material fact or thing in a sworn statement
as to the death or disability of a certificate holder in any
such association, for the purpose of procuring payment of
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• a benefit named in the certificate of such holder, and any
person who shall wilfully make any false statement and
any verified report or declaration under oath, required or
authorized under this article, shall be guilty of perjury
and shall be proceeded against and punished as provided
by the statutes of this state in relation to the crime of
perjury;

(2) Any person who shall solicit membership for, or in any
manner assist m procuring membership in, any association
not licensed to,do business in this state, or who shall so-
licit membership for, or in any manner assist in procuring
membership in, any such association not authorized to do
business in this state, shall be guilty of a misdemeanor;
and, upon conviction thereof, punished by a fine of not
more than $100;

(3) Any association, or any officer, agent, or employee there-
of, neglecting, refusing to comply with, or violating, any
of the provisions of this article, the penalty for which
neglect, refusal, or violation is not specified in this section,
shall be fined not exceeding $100 upon conviction thereof.

Sec. 47. [64A.47] Laws applicable. Subdivision 1.
Except as therein provided, the association shall be governed ex-
clusively by this article and shall be exempt from all provisions of
the insurance laws of this state, not only in governmental relations
with the state, but for every other purpose, and no law hereafter
passed shall apply to them unless they be expressly designated therein.

Subd. 2. All provisions of this article, except as otherwise
provided, shall be taken and construed as applying to both domestic
and foreign associations.

Subd. 3. The provisions of Article II, sections 39 to 42 and
sections 43 to 50 shall not apply to fraternal beneficiary associations
nor shall anything therein be construed as governing or in anywise
regulating such associations.

Sec, 48. [64A.48] Beneficiary associations. Subdivision
1. Definitions. "Beneficiary association" means a corporation,
society, or voluntary association heretofore organized and now ex-
isting and carried on for the sole benefit of its members and their
families, relatives, or dependents, but not for profit, to insure the
lives of its members only upon the whole life assessment plan, so-
called, and-in which organization admission to membership by a vote
of the members or some governing body thereof, is a prerequisite
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to being entitled to such relief or.policy of insurance, and which as-
sociation sells neither endowments nor annuities.

Subd. 2. Benefits. Any beneficiary association may make
provisions for the payment of benefits in case of sickness, or tem-
porary or permanent physical disability, as a result of disease, acci-
dent, or age exceeding 70 years, and may also provide for the pay-
ment of funeral expenses of a member not exceeding $250; in any
case, all of these benefits to be paid, subject to compliance by its
members with its constitution and bylaws, out of funds derived from
assessments and dues collected from its members.

Subd. 3. Eligible beneficiaries. Payments of death benefits
shall be made only to the families, heirs, blood relatives, adopted
children, fiancee of the member, or persons dependent upon him, or,
when his certificate of membership may so provide, the executor or
administrator of the estate of the member in trust for the person or
persons above mentioned as may be designated in the certificate.
Any member who, by reason of old age, or other disability, is de-
pendent for his support, in whole or in part, upon another, whether
or not such other stands in the above relationship to him, may, with
the consent of the association, and under such regulations as it may
prescribe, designate the person upon whom he is so dependent as a
beneficiary under his certificate; and, in such case, the death benefits
shall be paid according to this designation.

Subd. 4. Reserve; taxation. Every association may create
and maintain a reserve fund for that purpose and shall be held to be
an institution of public charity, and shall be exempt from payment
of any taxes for state, county, or municipal purposes, except that
the real estate of the association shall be taxed as other real estate in
the state.

Subd. 5. Law applicable. The beneficiary society or asso-
ciation shall be governed by the provisions of this article not in-
consistent with this section 48 of this article and be excluded from all
provisions of the insurance laws of this state to the same extent as
fraternal beneficiary associations.

Sec. 49. Repealer. Minnesota Statutes 1965, Sections
64.01 to 64.36 and 64.37 to 64.63 are hereby repealed.

ARTICLE VI.

Standard Fire Policy

Section 1. [65A.01] Minnesota Standard Fire Insurance
Policy. Subdivision 1. Designation and scope. The printed
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form of a policy of fire insurance, as set forth in subdivision 3, shall
be known and designated as the "Minnesota Standard Fire Insurance
Policy" to be used in the state of Minnesota. No policy or contract
of fire insurance shall be made, issued or delivered by any insurer
including reciprocals or inter-insurance exchanges or any agent or
representative thereof, on any property in this state, unless it shall
conform as to all provisions, stipulations, and conditions, with such
form of policy, except as provided in section 6. Any policy or con-
tract otherwise subject to the provisions of this subdivision and sub-
division 3 which includes either on an unspecified basis as to cover-
age or for a single premium, coverage against the peri] of fire and
coverage against other perils may be issued without incorporating the
exact language of the Minnesota Standard Fire Insurance Policy,
provided: Such policy or contract shall, with respect to the peril of
fire, afford the insured all the rights and benefits of the Minnesota
Standard Fire Insurance Policy and such additional benefits as the
policy provides; the provisions in relation to mortgagee interests and
obligations in said Minnesota Standard Fire Insurance Policy shall be
incorporated therein without change; such policy or contract is com-
plete as to its terms of coverage; and, the commissioner is satisfied
that such policy or contract complies with the provisions hereof.

Subd. 2. Company information. There shall be printed on
the first or front page at the head of said "Minnesota Standard Fire
Insurance Policy" the name of the insurer or insurers issuing the
policy, the location of the home office or United States office of the
insurer or insurers, a statement whether said insurer or insurers are
stock corporations, mutual corporations, reciprocal insurers or Lloyds
Underwriters; there may be added thereto such device or devices as
the insurer or insurers issuing said policy may desire. Any company
organized under special charter provisions may so indicate upon its
policy, and may add. a statement of the plan under which it operates
in this state.

Subd. 3. Policy provisions. On said policy following such
matter as provided in subdivisions 1 and 2, printed in the English
language in type of such size or sizes and arranged in such manner,
as is approved by the commissioner of insurance, the following pro-
visions and subject matter shall be stated in the following words and
in the following sequence, but with the convenient placing, if desired,
of such matter as will act as a cover or back for such policy when
folded, with the blanks below indicated being left to be filled in at
the time of the issuing of the policy, to wit:

(Space for listing the amounts of insurance, rates and premiums
for the basic coverages provided under-the standard form of policy
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and for additional coverages or perils provided under endorsements
attached. The description and location of the property covered and
the insurable value(s) of any building(s) or structure(s) covered by
the policy or its attached endorsements; also in the above space may
be stated whether other insurance is limited and if limited the total
amount permitted.)

In consideration of the provisions and stipulations herein or
added hereto and of the premium above specified this company, for
a term of from (At Noon Standard Time) to
(At Noon Standard Tune) at location of property involved, to an
amount not exceeding the amount(s) above specified does insure

and legal representatives

(In above space may be stated whether other insurance is lim-
ited.) (And if limited the total amount permitted.)

Subject to form No. (s) 'attached hereto.

This policy is made and accepted subject to the foregoing pro-
visions and stipulations and those hereinafter stated, which are hereby
made a part of this policy, together with such provisions, stipula-
tions and agreements as may be added hereto as provided in this
policy.

This policy shall not be valid unless countersigned by the duly
authorized agent of this company.

Countersigned at this day of 19. .,
, Agent.

The insurance effected above is granted against all loss or dam-
age by fire originating from any cause, except as hereinafter pro-
vided, also any damage by lightning and by removal from premises
endangered by the perils insured against in this policy, to the property
described hereinafter while located or contained as described in this
policy, or pro rata for five days at each proper place to which any
of the property shall necessarily be removed for preservation from
the perils insured against in this policy, but not elsewhere. The
amount of said loss or damage, except in case of total loss on build-
ings, to be estimated according to the actual value of the insured
property at the time when such loss or damage happens.

If the insured property shall be exposed to loss or damage from
the perils insured against, the insured shall make all reasonable exer-
tions to save and protect same.
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This entire policy shall be void if, whether before a loss, the in-
sured has wilfully, or after a loss, the insured has wilfully and with
intent to defraud, concealed or misrepresented any material fact or
circumstance concerning this insurance or the subject thereof, or the
interests of the insured therein.

This policy shall not cover accounts, bills, currency, deeds, evi-
dences of debt, money or securities; nor, unless specifically named
hereon in writing, bullion, or manuscripts.

This company shall not be liable for loss by fire or other perils
insured against in this policy caused, directly or indirectly by: (a)
enemy attack by armed forces, including action taken by military,
naval or air forces in resisting an actual or immediately impending
enemy attack; (b) invasion; (c) insurrection; (d) rebellion; (e) revo-
lution; (f) civil war; (g) usurped power; (h) order of any civil au-
thority except acts of destruction at the time of and for the purpose
of preventing the spread of fire, providing that such fire did not origi-
nate from any of the perils excluded by this policy.

Other insurance may be prohibited or the amount of insurance
may be limited by so providing in the policy or an endorsement,
rider or form attached thereto.

Unless otherwise provided in writing added hereto this company
shall not be liable for loss occurring:

(a) while the hazard is increased by any means within the
control or knowledge of the insured; or

(b) while the described premises, whether intended for oc-
cupancy by owner or tenant, are vacant or unoccupied beyond a
period of 60 consecutive days; or

(c) as a result of explosion or riot, unless fire ensue, and in
that event for loss by fire only.

Any other peril to be insured against or subject of insurance to
be covered in this policy shall be by endorsement in writing hereon
or added hereto.

The extent of the application of insurance under this policy
and the contributions to be made by this company in case of loss,
and any other provision or agreement not inconsistent with the pro-
visions of this -policy, may be provided for in writing added hereto,
but no provision may be waived except such as by the terms of this
policy is subject to change.

No permission affecting this insurance shall exist, or waiver of
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any provision be valid, unless granted herein or expressed in writing
added hereto. No provision, stipulation or forfeiture shall be held
to be waived by any requirements or proceeding on the part of this
company relating to appraisal or to any examination provided for
herein.

This policy shall be cancelled at any time at the request of the
insured, in which case this company shall, upon demand and sur-
render of this policy, refund the excess of paid premium above the
customary short rates for the expired time. This policy may be can-
celled at any time by this company by giving to the insured a ten
days' written notice of cancellation with or without tender of the ex-
cess of paid premium above the pro rata premium for the expired
time, which excess, if not tendered, shall be refunded on demand.
Notice of cancellation shall state that said excess premium (if not
tendered) will be refunded on demand.

If loss hereunder is made payable, in whole or in part, to a des-
ignated mortgagee not named herein as insured, such interest in this
policy may be cancelled by giving to such mortgagee a ten days'
written notice of cancellation.

Notwithstanding any other provisions of this policy, if this pol-
icy shall be made payable to a mortgagee of the covered real estate,
no act or default of any person other than such mortgagee or his
agent or those claiming under him, whether the same occurs before
or during the term of this policy, shall render this policy void as to
such mortgagee nor affect such mortgagee's right to recover in case
of loss on such real estate; provided, that the mortgagee shall on de-
mand pay according to the established scale of rates for any increase
of risks not paid for by the insured; and whenever this company shall
be liable to a mortgagee for any sum for loss under this policy for
which no liability exists as to the mortgagor, or owner, and this com-
pany shall elect by itself, or with others, to pay the mortgagee the
full amount secured by such mortgage, then the mortgagee shall as-
sign and transfer to the company his interest, upon such payment, in
the said mortgage together with the note and debts thereby secured.

This company shall not be liable for a greater proportion of any
loss than the amount hereby insured shall bear to the whole insurance
covering the property against the peril involved.

In case of any loss under this policy the insured shall give im-
mediate written notice to this company of any loss, protect the prop-
erty from further damage, and a statement in writing, signed and
sworn to by the insured, shall within 60 days be rendered to the
company, setting forth the value of the property insured, except in
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case of total loss on buildings the value of said buildings need not be
stated, the interest of the insured therein, all other insurance thereon,
in detail, the purposes for which and the persons by whom the
building insured, or containing the property insured, was used, and
the time at which and manner in which the fire originated, so far as
known to the insured.

The company may also examine the books of account and
vouchers of the insured, and make extracts from the same.

In case the insured and this company, except in case of total
loss on buildings, shall fail to agree as to the actual cash value or
the amount of loss, then, on the written demand of either, each shall
select a competent and disinterested appraiser and notify the other
of the appraiser selected within 20 days of such demand. In case
either fails to select an appraiser within the time provided, then a
presiding judge of the district court of the county wherein the loss
occurs may appoint such appraiser for such party upon application
of the other party in writing by giving five days' notice thereof in
writing to the party failing to appoint. The appraisers shall first select
a competent and disinterested umpire; and failing for 15 days to
agree upon such umpire, then a presiding judge of the above men-
tioned court may appoint such an umpire upon application of party
in writing by giving five days' notice thereof in writing to the other
party. The. appraisers shall then appraise the loss, stating separately
actual value and loss to each item; and, failing to agree, shall sub-
mit their differences, only, to the umpire. An award in writing, so
itemized, of any two when filed with this company shall determine
the amount of actual value and loss. Each appraiser shall be paid
by the party selecting him, or for whom he was selected, and the ex-
pense of the appraisal and umpire shall be paid by the parties equally.

It shall be optional with this company to take all of the prop-
erty at the agreed or appraised value, and also to repair, rebuild or
replace the property destroyed or damaged with other of like kind
and quality within a reasonable time, on giving notice of its intention
so to-do within 30 days after the receipt of the proof of loss herein
required.

There can be no abandonment to this company of any property.

The amount of loss for which this company may be liable shall
be payable 60 days after proof of loss, as herein provided, is re-
ceived by this company and ascertainment of the loss is made either
by agreement between the insured and this company expressed in
writing or by the filing with this company of an award as herein pro-
vided. It is moreover understood that there can be no abandonment
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of the property insured to the company, and that the company'will
not in any case be liable for more than the sum insured, with interest
thereon from the time when the loss shall become payable, as above
provided.

No suit or action on this policy for the recovery of any claim
shall be sustainable in any court of law or equity unless all the require-
ments of this policy have been complied with, and unless commenced
within two years after inception of the loss.

This company is subrogated to, and may require from the in-
sured an assignment of all right of recovery against any party for
loss to the extent that payment therefor is made by this company;
and the insurer may prosecute therefor in the name of the insured
retaining such amount as the insurer has paid.

Assignment of this policy shall not be valid except with the-writ-
ten consent of this company.

IN WITNESS WHEREOF, this company has executed and at-
tested these presents.

(Signature) (Signature)

(Name of office) (Name of office)

Subd. 4. Additional provisions permitted.
(1) There may be printed in the policy or an endorsement

attached to the policy, in case the assured desires liability to attach
to several buildings, divisions or locations under one item, a printed
form filed with and approved by the insurance commissioner.

(2) There may be printed in the policy or an endorsement
attached to the policy, a printed form in the following words, to wit:

The insured has relinquished all rights to recover for loss or
damage by fire from ,
(here insert name of individual, partnership, association or corpo-
ration).

(3) There may be printed upon a policy issued in compli-
ance herewith the words "Minnesota Standard Fire Insurance Policy".

(4) A company, if incorporated or formed in this state, may
print in the policy any provisions which it is authorized or required
by law to insert therein, if not incorporated in this state, it may, with
the approval of the insurance commissioner, print in the policy any
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provision required by its charter or deed of settlement, or by the laws
of its own state or country, not contrary to the Jaws of this state.

(5) Appropriate forms of other contracts or endorsements,
whereby the property described in such policy shall be insured against
one or more of the additional perils which the insurer is empowered
to assume, and forms of provisions or endorsements which serve to
modify the policy or premium in favor of the insured, may be at-
tached to, used in or in connection with the Minnesota Standard Fire
Insurance Policy when approved by the commissioner of insurance.
Such forms of other contracts, provisions or endorsements attached
to or printed thereon may contain provisions and stipulations incon-
sistent with the Minnesota Standard Fire Insurance Policy if appli-
cable only to such other perils. There may be placed upon the Min-
nesota Standard Fire Insurance Policy, in such manner and form as
is approved by the commissioner of insurance, such data as may be
conveniently included for duplication on the daily reports for the of-
fice records of the company writing the policy.

(6) A company may print or use on its policy, printed forms
covering the maintenance or supervision of watchman's service, auto-
matic sprinkler service or the maintenance of a clear space in lumber
yards, when approved by the commissioner of insurance, but no
such clause shall contain any provision calling for the lapse or the
suspension of the insurance coverage.

(7) A company may print or use in its policy printed forms
for insurance against loss of rents and rental value, leasehold values,
use and occupancy, and indirect or consequential loss or damage
caused by change of temperature resulting from the destruction of
refrigeration or cooling apparatus, or any of its connections. It may
also use a form specifically excluding the last mentioned hazard.

AJI contracts of insurance against loss of rents or rental values,
use and occupancy, shall contain the following provisions:

The period of idemnity under this contract shall be limited to
such length of time (commencing with the date of the fire or lightning
and not limited by the date of the expiration of the policy) as would
be required through the exercise of due diligence and dispatch to re-
build, repair or replace such part of the property described in said
policy as may be destroyed or damaged.

(8) There may be printed in the policy in a convenient place
approved by the insurance commissioner, or on an endorsement at-
tached to.the policy, a printed form providing that in the case of
loss, such loss shall be payable to the mortgagee, or other persons,
as his, her, its or their interest may appear, to wit:
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Subject to the stipulations, provisions and conditions contained
in this policy, the loss, if any, is payable to , mortgagee,
as his, her, its or their interest may appear.

Subd. 5. Provision prohibited, total loss—limiting amount to
be paid. No provision shall be attached to or included in such
policy limiting the amount to be paid in case of total loss on buildings
by fire, lightning or other hazard to less than the amount of insur-
ance on the same.

Provisions Relating to Operations

Sec. 2. [65A.02] Joint policy. When two or more au-
thorized companies unite in the. issue of a joint policy, the heading
thereof.may show the severally of the contract, and the policy shall
show. the. proportion of premiums to be paid to each, and the pro-
portion:of liability which each assumes, and shall contain a provision
to the effect that service of process, or any notice or proof of loss re-
quired by such policy, upon any of the insurers executing such policy,
shall be deemed to be service upon all such insurers.

Sec. 3. [65A.03] Binders, temporary insurance. Binders
or other contracts for temporary insurance may be made orally or in
writing,-and shall be deemed to include all the terms of such stand-
ard fire -insurance policy and all such applicable endorsements as may
be designated in such contract of temporary insurance; except that
the cancellation clause of such standard fire insurance policy and the
clause specifying the hour of the day at which the insurance shall
commence,.may be superseded by the express terms of such contract
of temporary insurance.

Sec/ 4. [65A.04] Effect on section 8. Nothing in. the
preceding sections of this article shall be construed to limit the effect
of or in any way modify or repeal section 8.

Sec. 5. [65A.05] Nuclear reaction, radiation or radioac-
tive contamination; endorsement. Loss or damage caused by nu-
clear reaction, nuclear radiation or radioactive contamination, all
whether directly or indirectly resulting from an insured peril under
the standard policy issued pursuant to sections 1, 2, 3, and 4, may
be insured under said policy only by a written endorsement provid-
ing such insurance, with such endorsement affixed to said standard
policy. ' • •

:r

Sec. 6. [65A.06] Motor vehicle, ocean and inland marine
policies. Insurance on automobiles, motorcycles, other motor ve-
hicles, ror on property insured by ocean marine, and inland marine
policies as defined by section 70.61, subdivision 4, against loss or
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damage by fire, when combined in one policy with insurance against
one or more of the other hazards mentioned in Article I, Section 6,
Subdivision 1, Clause (1), need not be in accordance with section
4, but in no event shall this section be applicable to insurance on
buildings or structures.

Sec. 7. [65A.07] Cancellation of fire policy. Any fire
insurance company which has not collected the premium on its pol-
icy at the time of the delivery thereof may print or endorse, or at-
tach by rider, on its policy the following clause:

"If the insured hereunder shall not have actually paid the pre-
mium hereon, or any part thereof, within 60 days from the date of
this policy, then this policy may be canceled by the insurer by giving
five days written notice to the insured and to the mortgagee, or other
person to whom the policy is made payable, if any, without tender-
ing any part or portion of such premium, anything to the contrary in
the policy contract notwithstanding."

Sec. 8. [65A.08] Special provisions. Subdivision 1.
Examination and appraisal required. Every company insuring any
building or other structure against loss or damage by fire, lightning,
or other hazard, by the issue of a policy or renewal of one thereto-
fore issued, or otherwise shall cause the structure to be previously ex-
amined, a full description thereof to be made, and its insurable value
to be fixed all by the insurer or his agent, and the amount thereof to
be stated in the policy.

Subd. 2. Amount collectible. In the absence of any, change
increasing the risk, without the consent of the insurer, of which the
burden of proof shall be upon it, and in the absence of intentional
fraud on the part of the insured, the insurer shall pay the whole
amount mentioned in the policy or renewal upon which .it receives
a premium, in case of total loss, and in case of partial loss, the full
amount thereof.

Subd. 3. Agreement as to amount of loss. Policies on farm
buildings or other structures may, in consideration of a reduction in
the premium by the company, include a provision determining the
amount of loss in connection' with repair or replacement of the in-
sured property.

Subd. 4. Prorating provided. If there are two or more poli-
cies upon the property, each shall contribute to the payment of the
whole or partial loss in proportion to the amount specified.

Subd. 5. Coinsurance provision. Any policy may contain a
coinsurance clause, if the insured requests the same, in writing, of
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which fact such writing shall be the only evidence, and if, in consid-
eration thereof, a reduction in the rate of premium is made by the
company. When so demanded and attached to the policy, this agree-
ment shall be binding upon both the insured and the company, and,
in case of loss, the actual cash value of the property so insured at
the time of the loss, including the buildings, shall be the basis for de-
termining the proper amount of the coinsurance, and the amount of
loss, notwithstanding any previous valuation of the building.

Subd. 6. Term of policies. No company shall knowingly is-
sue any policy upon property in this state for a longer term than five
years.

Sec. 9. [65A.09] Insurance in excess of value. No
company shall knowingly issue any policy upon property in this state
for an amount which, together with any existing insurance thereon,
exceeds the fair value of the property. Any company wilfully insur-
ing property for more than its real value shall forfeit to the state,
for the benefit of the school fund, double the premium collected on
the policy.

Sec. 10. [65A.10] Limitation. Nothing contained in
sections 8 and 9 shall be construed to preclude insurance against
the cost, in excess of actual cash value at the time any loss or dam-
age occurs, of actually repairing, rebuilding or replacing the insured
property.

Sec. 11. [65A.11] Payment to mortgagee. When the
whole, or any part, of the loss is payable, in terms or otherwise, to
or for one or more mortgagees, upon proof before payment of the
rights of the parties, the company shall pay the same in the order of
priority. ,to the extent of its liability and every such payment to such
extent shall be payment and satisfaction of its liability under the
policy. i1 "K

Sec. "12. [65A.12] Waiver.of right to arbitration. Sub-
division 1. Right to arbitration. Any person who shall not. with-
in 20'days after written request, appoint a qualified appraiser, as
provided in .the policy, shall at the election of the other party be
deemed to have waived the right to appraisal, and, if it be the in-
surer, shall be liable to suit.

Subd. 2. Appraiser. No person shall be a qualified ap-
praiser who is not a resident of the state, disinterested, and willing
to act.

Sec. 13. [65A.13] Liability of company. Notwith-
standing any penalty prescribed for the making, issuing, or delivery
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of any policy in violation of any provision of law, every such policy
shall be binding upon the company issuing the same.

Sec. 14. [65A.14] Person who procures an application
agent of issuing company. Every person who solicits insurance
and procures an application therefor shall be held to be .the agent
of the party afterward issuing insurance thereon or a renewal thereof.

Sec. 15. [65A.15] Violation. Every company and
every agent who shall wilfully make, issue, or deliver a policy in vio-
lation of sections 1, 2, and 3 shall be guilty of a gross misdemeanor;
but every stipulation of the policy in favor of the insured shall, nev-
ertheless, be binding upon the company issuing the same.

Optional Special Reserve Fund

Sec. 16. [65A.16] Guaranty surplus and special reserve
fund. Any insurance company organized under the laws • of this
state authorized to transact a fire insurance business may create the
funds herein provided for, to be known and designated as the guar-
anty surplus fund and the special reserve fund, and may avail itself
of the provisions of sections 16 to 25, upon complying with the re-
quirements thereof.

Sec. 17. [65A.17] Action of stockholders filed with com-
missioner. Any such insurance company, desiring to create such
funds, may do so if such action is authorized by its stockholders,
upon the adoption of a resolution to that effect by its board of di-
rectors at a regular meeting of the board, or at. any special meeting
called for that purpose, and riling with the commissioner a copy
thereof, declaring the intention of the company to create these funds
and to do business under the provisions of sections 16 to'25; and,
as soon after the filing of a copy of the resolution as convenient, the
commissioner shall make, or cause to be made, an examination of
the company, and he shall make a certificate of the result thereof,
which shall particularly set forth the amount of surplus funds held
by the company at the date of the examination, the whole or any pan
of which, under the provisions of sections 16 to 25, may be equally
divided between and set apart to constitute guaranty surplus and
special reserve funds, which certificate shall be recorded in the de-
partment of insurance.

Sec. IS. [65A.18] Dividends declared out of surplus
profits. After the date of filing any such resolution with the com-
missioner, the company shall not make or declare or pay in any form
any dividend upon its capital stock, exceeding eight percent per an-
num thereupon and six percent per annum upon the surplus funds to
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be formed hereunder, until after its guaranty surplus fund and its
special reserve fund shall have together accumulated to an amount
equal to its capital stock or to the sum of $2,000,000; and any part
of the surplus profits of the company above this annual dividend may
be equally divided between and set apart to constitute the guaranty
surplus fund and the special reserve fund, which funds shall be held
and used as hereinafter provided, and not otherwise. Any company
doing'business under sections 16 to 25, whose guaranty surplus fund
and special reserve fund shall have together accumulated to an
amount equal to its capital stock or to the sum of $2,000,000, may,
from time to time, declare dividends out of its surplus profits in such
amounts as its board of directors may prescribe, subject only to the
limitation that the payment of these dividends shall not deplete its
capital, nor reduce the aggregate amount of the guaranty surplus and
special reserve funds to an amount less than the amount of its capi-
tal stock, or if its capital stock exceeds $2,000,000, to an amount
less than $2,000,000; and, subject to the further limitation that no
dividends exceeding ten percent upon the capital stock shall be de-
clared in any year if the payment thereof would reduce the aggre-
gate amount of all surplus funds, including guaranty surplus and spe-
cial reserve funds, below an amount equal to 30 percent of its un-
earned premiums. Any company doing business under sections 16 to
25, which shall declare or pay any dividend contrary to the provi-
sions herein contained, shall be liable to be proceeded against under
Article I, section 4 for its dissolution. .

Sec. 19. [65A.19] Examination. When the company
shall notify the commissioner that it has fulfilled the requirements
already expressed in sections 16 to 25, and that its guaranty surplus
fund and its special reserve fund, taken together, equal its capital
stock or amount to the sum of $2,000,000, the commissioner shall
make an examination of the company and make a certificate of the
result thereof, and file the same in his office and, if the commis-
sioner shall find that the combined funds shall equal the capital stock
of the company or amount to the sum of $2,000,000, thereafter the
company may continue, out of any subsequent profits of its busi-
ness, to add to these funds; provided, that when any addition is
made to the special reserve fund, an equal sum shall be carried to the
guaranty surplus fund.

Sec. 20. [65A.20] Items considered in estimating profit.
In estimating the profit of any such company for the purpose of mak-
ing a division thereof between the guaranty surplus fund and the
special reserve fund, until these funds shall together amount to a sum
equal to the capital stock of the company or amount to the sum of
$2,000,000, there shall be deducted from the gross assets of the
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company, including for this purpose the amount of the special reserve
fund, the sum of the following items:

(
(1) The amount of all outstanding claims;

(2) An amount sufficient to meet the liability of the com-
pany for the unearned premiums upon its unexpired policies, which
amount shall at least equal one-half the premiums received on poli-
cies having one year or less to run from the date of policy, and a pro
rata proportion of the premiums received on the policies having more
than one year to run from the date of policy, and shall be known as
the reinsurance liability;

(3) The amount of its guaranty surplus fund and of its spe-
cial reserve fund;

(4) The amount of the capital of the company; and

(5) Interest at the rate of eight percent per annum upon the
amount of capital, and six percent per annum upon the amount of
the said funds for whatever time shall have elapsed since the last pre-
ceding cash dividend. The balance shall constitute the net surplus of
the company, any portion of which is subject to an equal division
between these funds, as herein provided.

Sec. 21. [65A.21] Investment of guaranty surplus. The
guaranty surplus shall be held and be invested by the company in
the same manner as its capital stock and surplus accumulation may
be held and be invested, and shall be liable and applicable in the same
manner as the capital stock to the payment generally of the losses
of the company.

Sec. 22. [6SA.22] Investment of special reserve fund.
The special reserve fund shall be invested according to existing laws
relating to investments of capital by fire insurance companies and
shall be deposited, from time to time, as the same shall accumulate
and be invested, with the commissioner, who shall permit the com-
pany depositing the same to change these deposits by substituting for
those withdrawn others of equal amount and value, and to collect
and receive the interest or dividends upon these securities as the
same may accrue; and this fund shall not be regarded as any part of
the assets in possession of the company, so as to be or render the
same liable for any claim for loss by fire, or otherwise, except as pro-
vided in sections 16 to 25.

Sec. 23. [65A.23] When claims exceed guaranty surplus
and capital stock.
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(1) When the claims upon the company shall exceed the
amount of its capital stock and of guaranty surplus fund, provided
for by sections 16 to 25, and of its surplus funds, other than the
special reserve fund, the company shall notify the commissioner of
the fact, who shall then make, or cause to be made, an examination
of the company, and issue his certificate of the result, showing the
amounts of capital, of guaranty surplus fund, of special reserve fund,
of reinsurance liability, and of other assets, and upon his issuing
this certificate, in duplicate, one copy to be given to the company
and one to be recorded in the department of insurance, the special
reserve fund shall be immediately held to protect all policyholders of
the company, other than such as are claimants upon it at the date of
the certificate, and the special reserve fund, together with other assets,
certified by the commissioner as equal in value to the amount of the
unearned premiums of the company, to be ascertained, as hereinbe-
fore provided, shall constitute the capital and assets of the company
for the protection of policyholders, other than these claimants, and
for the further conduct of its business, and any official certificate of
the commissioner, herein provided for, shall be binding and conclu-
sive upon all parties interested in the company, whether as stock-
holders, creditors, or policyholders, and upon the payment to claim-
ants who are such at the date of the certificate, of the full amount of
the capital of the company and of its guaranty surplus fund and of its
assets at that date, excepting only the special reserve fund and an
amount of its assets equal to the liability of the company for un-
earned premiums, as so certified by such insurance commissioner,
the company shall be forever discharged from any and all further
liability to these claimants, and to each of them, and the commis-
sioner , shall, after issuing his certificate, upon the demand of the
company, transfer to it all such securities as shall have been deposited
with him by the company as a special reserve fund and, if the amount
of this special reserve fund be less than 50 percent of the full amount
of the capital of the company, if the capital be $2,000,000, or less,
or if the amount of the special reserve fund be less than $1,000,000,
if the capital be over $2,000,000, a requisition shall be issued by the
commissioner upon the stockholders, to make up the capital to that
proportion of its full amount, not exceeding $1,000,000; provided,
that any capital so impaired shall be made up at least to the sum of
$100,000, and in case the company, after this requisition, shall fail
to make up its capital at least to the sum of $100,000, as therein
directed, the special reserve fund shall still be held as security and
liable for any and all losses occurring upon policies of the company.

(2) If, after this application of the special reserve fund and
requisition on the stockholders, the par value of outstanding shares
of stock shall exceed the new amount of capital so established, out-
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standing shares, to the amount of the excess, shall be surrendered by
the stockholders pro rata.

.(3) . The company shall, in its annual statement to the com-
missioner, set forth the amount of the special reserve fund and of its
guaranty surplus fund.

(4) If, in consequence of the payment of losses by fires, or
of the expenses of the business, or of the interest or dividends pay-
able under the provisions of sections 16 to 25 to stockholders, or
from any cause, the guaranty surplus fund shall be reduced in amount
below the amount of the special reserve fund, the directors of the
corporation shall make no additions to the special reserve fund until
the guaranty surplus fund is equal to the special reserve fund.

(5) .The policy registers, insurance maps, books of record,
and other books in use by the company in its business, and its policy
and other blanks, office furniture, fixtures, and supplies are not to be
considered as assets, but shall be held by the company for .its use in
the protection of its policy holders.

(6) If any amount greater than a sum equal to one-half of
its capital stock shall, by the company under the provisions of sec-
tions 16 to 25, have been deposited with the commissioner, he shall
retain of these securities an amount equal to one-half of what amount
he shall so hold thereof in excess of a sum equal to. such one-half of
such capital stock if the capital be $2,000,000, or less, or in excess of
$3,000,000 if the capital be over $2,000,000, and he shall transfer
the balance thereof to the company, as herein provided, • and the
amount so transferred to the company shall, from the time of the
transfer, provided the amount thereof shall not be less than $100,000,
constitute the capital stock of the company for the further conduct
of its business, as hereinbefore provided, and the securities so re-
tained shall be regarded as the special reserve fund of the company,
to which additions may be made, as herein provided, and shall be
held in the same manner, and for the same purpose, and under the
same conditions, as the original special reserve fund of the company
was held. The provisions of this section, providing for discharge of
the company from further liability to existing claimants upon appli-
cation to the payment of such claims of its capital, surplus, and as-
sets, excepting the special reserve fund, and an amount equal to the
liability for unearned premiums, shall not be construed to relieve the
stockholders of the corporation from any liability imposed by the
constitution of this state.

Sec. 24. [65A.24] Stockholders to make up impairment.
If, at any time after the special reserve fund shall have been accumu-
lated by any company, the directors of the company shall present
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evidence satisfactory to the commissioner that the capital of the com-
pany has become impaired, he shall order the directors to call upon
the stockholders to make up this impairment, and the board of di-
rectors may thereupon require the necessary payment by the stock-
holders to make good the whole of the impairment, or they may
apply for that purpose the whole or any part of the special reserve
fund and require of the stockholders payment of such amount as may
be necessary to make up the balance of the impairment not made up
out of the special reserve fund. The stock of every stockholder shall
be pledged and liable for the amount assessed upon him to make up
the impairment, either in whole or in part, and in case any stock-
holder refuses to pay the assessment, the stock standing in his name
may be sold at public auction, after 30 days notice, in such manner
as the directors may provide. If the board of directors elect to make
good the impairment, or any part thereof, out of the special reserve
fund, the commissioner shall, upon request of the board, transfer to
the company so much of the special reserve fund as is necessary for
the purpose. No company doing business under sections 16 to 25 shall
insure any larger amount upon any single risk than is permitted by
law to a company possessing the same amount of capital, irrespective
of the fund provided for in sections 16 to 25.

Sec. 25. [65A..25] Statement printed on policy. Every
policy issued by a company which has constituted and set apart a
guaranty surplus and special reserve fund, under sections 16 to 25, or
any prior law of this state, shall have printed thereon by the com-
pany a statement that the same is issued under and in pursuance of
the laws of the state relating to guaranty surplus and special reserve
funds, and every policy shall be deemed to have been issued and re-
ceived subject to the'provisions thereof.

^-'
Hail Insurance

Sec. 26. [65A.26] Hail insurance, policies, loss adjust-
ment. Every policy of insurance against damage by hail issued by
any company, however organized, shall provide as follows: "In case
of loss under this policy, and failure of the parties to agree as to the
amount of such loss, it is mutually agreed that such amount shall
be referred to three disinterested men, the company and the insured
each choosing one out of three persons named by the other, the third
being selected by such two. The written award of a majority of such
referees shall be final and conclusive upon the parties as to amount
of loss, and such reference, unless waived by the parties, shall be a
condition precedent to any right of action to recover for such loss,
and no suit for the recovery of any claim by virtue of this policy shall
be sustained unless commenced within six months after the loss oc-
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curred," and shall provide the form, manner, and length of notice to
be given to the company by the insured of any loss sustained.

Sec. 27. Repealer. Minnesota Statutes 1965, Sections
65.01 to 65.20 are hereby repealed.

, ARTICLE VII

Mutual Companies

Sec. 1. [66A.01] Scope of chapter. This chapter shall
apply* to mutual insurance companies other than: life insurance com-
panies, assessment benefit associations, fraternal benefit associations,
township mutual insurance companies and title insurance companies.

Organization

Sec. 2. [66A.02] Applicability of general corporation stat-
utes. Chapter 300 of the Minnesota Statutes shall apply to do-
mestic mutual insurance companies except where in conflict with the
express provisions of this chapter and the reasonable implication of
such provisions.

Sec. 3. [66A.03] Incorporation. Domestic mutual in-
surance companies are incorporated under the provisions of Chapter
300 of the Minnesota Statutes. Except as otherwise provided in this
chapter, the certificate or articles of incorporation shall comply with
section 300.025.

Sec. 4. [66A.04] Amendment of certificate or articles of
incorporation. The procedure for amendment.,pf certificate or ar-
ticles of incorporation is governed by article I, section 7, subdivi-
sion 8, clause 1. V

Sec. 5. [66A.05] Bylaws; adoption; amendment. The
procedure for adoption and amendment of bylaws is governed by
article I, section 7, subdivision 8, clause 3.

Sec. 6. [66A.06] Renewal of corporate existence. The
procedure for renewal of corporate existence for mutual companies
having a limited period of existence is governed by article I, sec-
tion 7, subdivision 8, clause 2.

Sec. 7. [66A.07] Membership; meetings; notices; voting.
Every policyholder in a mutual insurance company shall be a mem-
ber thereof while his policy is in force, entitled to one vote for each
policy he holds, and notified of the time and place of holding its
meetings either personally or by imprint upon the back of every
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policy, or in the premium notice, receipt or certificate of renewal,
substantially as follows:

"NOTICE OF ANNUAL MEETING

The policyholder named herein is hereby notified that while
this policy is in force he is by virtue thereof a member of the
(name of company) and that the annual meeting of said com-
pany is held at its home office at (address) on the day of

each year at o/clock . .m"

Regulation

Sec. 8. [66A.08] Requirements. Subdivision 1. Cas-
ualty lines. No mutual insurance company hereafter organized
shall be licensed to transact any of the kinds of business specified in
article I, section 6, subdivision 1, clauses (3), (5), (6), (8), (9),
(10), (12), (13), and (14), except upon compliance with the fol-
lowing conditions:

(1) It shall have not less than 300 bona fide applications for
policies of insurance of each kind sought to be written, signed by at
least 300 members, covering at least 300 separate risks, each risk,
within the maximum net single risk described herein and one year's
premiums thereon paid in cash, and admitted assets of not less than
$100,000, which admitted assets shall not be less than five times the
maximum net single risk, as herein defined, and shall have on de-
posit with the commissioner, as security for all of its policy holders,
stock or bonds of this state or of the United States or bonds oE any
of the municipalities of this state, or personal obligations secured by
first mortgage on real estate within this state worth, exclusive of
buildings, the amount of the lien, and bearing interest of not less
than three percent per annum, to an amount the actual market value
of which, exclusive of interest, shall never be less than $100,000.

No such company shall be authorized to insure against loss or
damage by the bodily injury or death by accident of any person em-
ployed by the insured, for which the insured is liable under the work-
men's compensation law, unless and until such company shall comply
with the provisions of subdivision 4 herein;

(2) It shall not expose itself to any loss on any one risk or
hazard, except as hereinafter provided, in an amount exceeding ten
percent of its net assets, actual and contingent; such contingent as-
sets being the aggregate amount of the contingent liability of its mem-
bers for the payment of loss and expenses not provided for by its cash
funds. Such contingent liability, for the purposes of this section, to be
an amount not to exceed one annual premium as stated in the policy.
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No portion of any such risk or hazard which shall have been rein-
sured, as authorized by the laws of this state, shall -be included in de-
termining the limitation of .risk prescribed by this section. For the
purpose of transacting employers' liability and workmen's compensa-
tion, insurance, each employee shall be considered a separate risk for
determining the maximum single risk;

.(3) It shall maintain unearned premiums and other reserves,
separately for each kind of business, upon the same basis as that
required of domestic stock insurance companies transacting the same
kind of business;

(4) Except as herein expressly provided, it shall comply with
all the provisions of the laws of this state relating to the organization
and internal management of mutual fire insurance companies in so
far as the same may be applicable and not inconsistent therewith.

Subd. 2. Fire lines.
(1) General. No policy shall be issued by a mutual fire

insurance company hereafter organized until not less than $750,000
of insurance, in not less than 300 separate risks, upon property lo-
cated, in this state, has been subscribed for and entered upon the
books and. the premiums thereon for one year paid in cash, which
premiums shall aggregate not less than $7,500 in cash.

(2) Exceptions. When the mutual insurance company is
organized to issue policies exclusively upon one of the specified lines
of business listed below, it may issue policies insuring such risks by
complying with the following requirements:

(a) Those organized to insure creamery and cheese factory
buildings, their contents and equipments, and the dwelling house
and contents, and barn, livestock, and vehicles of the owner of the
creamery or factory, may issue policies when not less than $50,000
of insurance, in not less than 25 separate risks, upon these buildings
and contents in this state, has been subscribed for and so entered and
the premiums thereon for one year paid in cash, which premiums
shall aggregate not less than $1,000 in cash; and the name of every
such company shall include the words "Mutual creamery fire insur-
ance company," and it shall issue no policy except upon the class of
risks aforesaid.

Any company heretofore organized and doing business under
this clause, which for 15 years prior to the passage of Laws 1935,
Chapter 97, has insured creamery and cheese factory buildings, their
contents and equipments, and the dwelling houses and contents and
barn, livestock, and vehicles of the owner of the creamery or factory,
and which has assets of $100,000, may issue policies in addition
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thereto to cover farmers' elevators, cooperatively owned warehouses,
cooperative filling stations, cooperative oil companies, and all co-
operatively owned or organized enterprises;

(b) Those organized to insure the stock in trade, tools, and
fixtures of retail hardware dealers, the buildings containing the same,
and the dwelling house and its contents, barns, livestock, and ve-
hicles owned by these dealers, may issue policies when not less than
$500,000 of insurance, in not less than 200 separate risks, upon such
property in this state, has been subscribed for and entered upon its
books and the premiums thereon for one year paid in cash, which
premiums shall aggregate not less than $5,000 in cash; and the
name of every such company shall include the words "Mutual retail
hardware fire insurance company," and it shall issue no policy except
as above specified;

(c) Those organized to insure dwelling houses, their con-
tents, barns, livestock, and vehicles, exclusively, may issue policies
when not less than $250,000 of insurance, in not less than 200 sepa-
rate risks, upon such property located within this state, has been
subscribed for and entered upon their books and the premiums there-
on for one year paid in cash, which premiums shall aggregate not
less than $2,500 in cash; and the name of every such company shall
include the words "Mutual dwelling house fire insurance company,"
and it shall issue no policy except upon the class of risks aforesaid;

(d) Those organized to insure printing material, machinery,
and stock in trade of newspaper publishers and printers, the buildings
containing the same, and the dwelling house and its contents, barns,
livestock, and vehicles, when such buildings and contents are owned
and occupied by the owner of the printing material, machinery, and
stock in trade may issue policies when not less than $200,000 of in-
surance, in not less than 200 separate risks, upon such property lo-
cated in this state, has been subscribed for and entered upon such
companies' books and the premiums thereon for one year paid in
cash, which premiums shall aggregate not less than $2,000 in cash;
and the name of every such company shall include the words "Mu-
tual publishers' fire insurance company," and it shall issue no policy
except upon the class of risks aforesaid;

(e) Those organized to insure grain elevators, warehouses
and cribs, machinery, grain, sacks, and tools appurtenant to or con-
tained in such elevators, warehouses, and cribs, and dwelling house
and contents, barns, livestock, and vehicles when such buildings and
contents are owned and occupied by the owner of the grain elevator,
may issue such policies when not less than $100,000 of insurance, in
not less than 50 separate risks, upon such property in this state, has
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been subscribed for and entered upon the books of such companies
and the premiums thereon for one year paid in cash, which premiums
shaJl aggregate not less than $1,000 in cash; and the name of the
company shall include the words "Mutual grain dealers' fire insur-
ance company," and it shall issue no policy except upon the class
of risks aforesaid; and

(f) Those organized to insure exclusively the property of any
one church or any one religious denomination, and the church prop-
erty and equipment and furnishings thereof of any one church or any
on religious denomination may issue policies when not less than
$100,000, in not less than 50 separate risks, upon these properties,
has been subscribed for and so entered, and the premiums thereon
for one year paid in cash, which premiums shall aggregate not less
than $1,000 in cash; and the name of every such company shall in-
clude the words "Mutual denominational fire insurance company,"
and it shall issue no policy except upon the class of risks aforesaid.
This section shall not be construed as a repeal of section 20 of this
article.

Subd. 3. Marine lines. (1) Requirements. Every
mutual marine company, before issuing any policy, shall have an
agreement duly executed by solvent subscribers to the amount of- at
least $300,000, substantially as follows: "We, the subscribers, sever-
ally agree to pay to the (name of company), on demand, the whole
or such part of the amounts set opposite our names, respectively, as
may be called, from time to time, for its use, to pay losses and ex-
penses not otherwise provided for"; and this agreement, endorsed
with the certificate of the president and a majority of the directors
that these subscribers are known to them and that they believe each
to be solvent, shall be filed with and approved by the commissioner.

When from death or other cause a deficiency exists in the sub-
scription fund, the same shall be made good by new subscriptions
certified in the same manner as the original. Subscribers shall be en-
titled to .annual dividends of two percent upon the amount of their
subscriptions from the profits of the company and reimbursed from
future profits for all money they shall pay to the company for its
uses under their agreement, with interest thereon.

(2) Dividends and retirement of subscriptions. The net
profits or dividend surplus of every such company shall be annually
divided among the insured whose policies terminated during the year,
in proportion to their contribution thereto. These dividends shall be
made only in scrip certificates payable out of the accumulated profits
or surplus, and this accumulation shall be kept and invested as a
separate fund in trust for the redemption of these certificates and for
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losses and expenses, as herein provided. Until redeemed, these cer-
tificates shall be subject to future losses and expenses and reduced in
case the redemption fund is drawn upon for payment of these losses
and expenses, but no part of this fund shall be used for payment of
losses or expenses, except when and to the extent that the cash assets
are insufficient therefor; and when any portion thereof is so used the
outstanding certificates shall be reduced proportionately so that the
fund shall at all times equal the unredeemed certificates. The net in-
come of the redemption fund shall be divided annually among the
holders of its certificates, or it may make such certificates with a spe-
cial rate of interest payable from the income of its invested funds.
As these profits accumulate and are invested, subscriptions of an
equal amount shall be canceled. The maximum of accumulations and
profits shall be $300,000 and all excess of profits beyond that amount
shall be applied annually to the payment of the certificates in the
order of their issue. The certificates shall be forthwith payable when
the company ceases to issue policies and the fund is no longer liable
to be drawn upon for the payment of losses.

(3) Government; liability of officers and directors. Every
domestic mutual marine company shall be governed by the provi-
sions applicable to mutual fire companies and each subscriber to the
subscription fund shall be a member during the term of his subscrip-
tion and entitled to one vote. If a subscriber fails to pay his sub-
scription or any assessment thereon and it is shown that any director
or officer knowingly certified falsely as to him, the person-so certify-
ing shall be liable for the amount thereof. If any such company is at
any time liable for losses beyond the amount of its net assets, the
president and directors shall be personally liable for all losses1 on in-
surance effected while the company remains in such condition.. . 11'

Subd. 4. Employers' liability and workmen's compensation.
(1) Organization. (a) Subscribers and articles of > incorpo-
ration. Twenty or more persons may form an incorporated mutual
employers' liability insurance association ,for the purpose ;of insur-
ing themselves and such other persons, firms, or corporations as may
become subscribers to the association against liability for compensa-
tion payable under the terms of the workmen's compensation law
and for the purpose of insuring against loss or damage by the sick-
ness, bodily injury, or death by accident of any person employed by
the insured or for whose injury or death the insured is responsible.

They shall subscribe and acknowledge a certificate specifying:

(aa) The name, general nature of its business, and the prin-
cipal place of transacting the same; (such name shall distinguish it
from all other corporations, domestic or foreign, authorized to do
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business in this state and end with "company," "corporation," "as-
sociation," or the word "incorporated");

(bb) The period of its duration;

(cc) The names and places of residence of the incorporates;

(dd) In what board its management shall be vested and the
names, and addresses of those composing the board until the first
election, a majority of whom shall always be residents of the state;

(ee) The highest amount of indebtedness or liability to which
the corporation shall at any time be subject; and

(ff) The territory within which the association may do busi-
ness.

It may contain any other lawful provisions defining and regu-
lating the powers or business of the corporation, its officers, directors,
trustees, and members.

The certificate of incorporation of every such corporation shall
be submitted to the commissioner for his approval and, if he ap-
proves the same, one copy thereof shall be filed with the secretary of
state and one copy with the commissioner. After this record the cer-
tificate shall be filed for record with the register of deeds of the
county of the principal place of business, as specified in the certificate.

Corporations may be formed under subdivision 4 for not to ex-
ceed 30: years in the first instance.

(b)V Bylaws and seal. Such association shall have the pow-
er to make bylaws for the government "of its officers and the conduct
of its affairs, to alter and amend the same, and to adopt a common
seal., , . j ; <

;(c) Annual meeting; voting rights. ".The annual meeting
for the election of directors shall be held at such,time in the month
of January as the bylaws of the association may direct. Of the time
and place of the meeting at least 30 days previous written or printed
notice shall be given to the subscribers, or the notice may be given
by publication, not less than three times, in at least two daily or
weekly newspapers published in the city or county wherein the as-
sociation'has its principal office and in the legal periodical, if any,
designated by the rules of court of the proper county for the publi-
cation of legal notices. Subscribers who, during the preceding calen-
dar year, have paid into the treasury of the association premiums
amounting to more than one-half of the total premiums received by
it during that year, shall constitute a quorum. At this annual meet-
ing the subscribers shall elect, by ballot, from their own number,
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not less than five directors, a majority of whom shall be residents of
this state, to serve for at least one year and until their successors
are duly chosen. The association may provide in its bylaws,.for, the
division.of its board of directors into two, three, or four classes, and
for the election thereof at its annual meetings in such manner that
the members of one class only shall retire and their successors be
chosen each year. Vacancies may be filled by election by the board
until the next annual meeting. In the choice of directors and in all
meetings of the association, each subscriber shall be entitled to one
vote for every $100, or any fraction thereof, paid by him in prem-
iums into the treasury of the association during the preceding cal-
endar year. Subscribers may vote by proxy and the record of all
votes shall be made by the secretary and show whether the 'same
were cast in person or by proxy and shall be evidence of all these
elections. Not less than three directors shall constitute a quorum.
The.directors shall annually choose by ballot a president, who shall
be a member of the board; a secretary; a treasurer, who may be
either the president or secretary; and such other officers as the by-
laws may provide; and fix the salaries of the president and the sec-
retary, as well as the salaries or compensation of such other officers
and agents as the bylaws prescribe. Vacancies in any office may be
filled by the directors or by the subscribers, as the bylaws shall pre-
scribe.

(2) Requirements. (a) Number of risks to qualify.
These. associations shall not begin to issue policies until a list of
subscribers with the number of employees of each which, in the ag-
gregate,, must number not less than 5,000, together with such other
information as the commissioner may require, shall have been .filed
at the insurance department, nor until the president and secretary
of the association shall have certified under oath that every subscrip-
tion in the list so filed is genuine and made with an agreement of all
the subscribers that they will take the policies subscribed for within
30 days of the granting of a license by the commissioner. In case of
associations organized exclusively for the purpose of insuring cream-
eries, cheese factories, and livestock shipping associations, these as-
sociations may begin to issue policies when the number of employees
insured aggregates 300.

Upon the filing of the certificate provided for in this section,
the commissioner shall make such investigations as he may deem
proper.and, if his findings warrant it, grant a license to the associa-
tion to issue policies.

(b) Number of risks required to continue in business. If
at any time the number of subscribers falls below 20, or the number
of subscribers' employees within the state falls below SjOOO, no
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further policies shall be issued until the total number of subscribers
amounts to not less than 20, whose employees within the state are
not less than 5,000. In case of associations organized for the purpose
of insuring creameries, cheese factories, and livestock shipping as-
sociations, the number of subscribers must not fall below 200, nor
the number of subscribers' employees within the state below 300.

(3) Additional powers. (a) May write automobile insur-
ance. ,Any such company authorized to write workmen's compen-
sation .or liability 'insurance under subdivision 4 hereof, when its
articles of incorporation so provide, shall be permitted to insure
against loss or damage to automobiles or other vehicles and
their contents by collision, fire, burglary, or theft, and other perils
of operation, and against liability for damage to persons or property
of others by collision with such vehicles, and to insure against any
loss or hazard incident to the ownership, operation, or use of motor
or other vehicles, as specified in article I, section 6, subdivision 1,
clause (12).

(b) May write glass insurance. Any company authorized
to' write workmen's compensation or liability insurance under sub-
division 4 hereof when its articles of incorporation so provide shall
be permitted to insurance against loss or damage by breakage of
glass located or in transit.

(c) Special Powers. Any company organized under this sub-
division 4 which, for 15 years prior to the passage of Laws 1935,
Chapter 136, has exclusively insured creameries, cheese factories,
and livestock shipping associations, and which has assets of $100,000
or more, may write public liability and compensation insurance cov-
erage of creameries, cheese factories, shipping associations, farmers'
elevators, cooperatively owned warehouses, cooperative filling sta-
tions, cooperative oil companies and all cooperatively owned or or-
ganized enterprises.

(4) Internal operation. (a) Policies. Policies of in-
surance issued by any such association may be made either with or
without the seal thereof and they shall be signed by the president, or
such other officers as may be designated by the directors for that
purpose, and attested by the secretary.

(b) Classification of risks. The board of'directors may di-
vide the subscribers into groups in accordance with the nature of
their business and the probable risk of injury therein. In such case
they shall fix all premiums, make all assessments, and determine and
pay all dividends by and for each group in accordance with the ex-

Changes or additions indicated by italics, deletions by strikooutr



395 Art. 7] OF MINNESOTA FOR 1967 787

perience thereof, but all funds of the association and the contingent
liability of all subscribers shall be available for the payment of any
claim against the association; provided, that (as between the asso-
ciation and its subscribers) until the whole of the contingent liability
of the members of any group shall be exhausted, the general funds
of the association and the contingent liability of the members of
other groups shall not be available for the payment of losses and ex-
penses incurred by such group in excess of the earned premiums paid
by the members thereof.

(c) Classification to be filed. A statement of any proposed
distribution of subscribers into groups shall be filed with the insur-
ance department.

(d) Rates. The board of directors shall determine the
amount of premiums which the subscribers of the association shall
pay for their insurance in accordance with the nature of the business
in which the subscribers are engaged and the probable risk of injury
to their employees under existing conditions, and it shall fix pre-
miums at such amounts as in its judgment shall be sufficient to enable
the association to pay to its subscribers all sums which may become
due and payable to their employees under provisions of law and the
expenses of conducting the business of the association. In fixing the
premium payable by any subscriber, the board, of directors may take
into account the condition of the plant, workroom, shop, farm, .or
premises of the subscriber in respect to the safety of those employed
therein1 as shown'by the report of any inspector appointed by the
board and it may from time to time change the amount of premiums
payable by any of the subscribers as circumstances may require and
the 'condition of the plant, workroom, shop, farm, or premises of
the subscribers in respect to the safety of their employees may justi-
fy and may increase the premiums of any subscriber neglecting to
provide safety devices required by law, or disobeying the rules or
regulatioris"~made by the board of directors in accordance with the
provisions of clause (4) (g) of this subdivision.

(e) Premiums; contingent liability. . Every such company
shall charge and collect on each policy a premium equal to one year's
premium on the policy issued and state in the policy the estimated
annual premium and provide in its bylaws for the determination of
the actual premium and for the payment of same when determined.
The premium thus determined shall be known as the annual premi-
um on the policy. The company 'shall provide in its bylaws and speci-
fy in its policies the maximum contingent mutual liability of its
members for the payment of losses and expenses not ' provided for
by its cash fund. The contingent liability of a member shall not be
less than a sum equal and in addition to one annual premium, nor
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more than a sum equal to five times the amount of the annual pre-
mium or, in case of a policy written for less than one year, the con-
tingent liability shall not be less than the proportionate fractional
part of the annual premium, nor more than five times the proportion-
ate fractional part of the annual premium. The contingent liability
of the policyholder shall be plainly and legibly stated in each policy
as follows: "The maximum contingent liability of the poKcyholder
under this policy shall be a sum equal to annual premium (or
premiums)."

(f) Assessments. When the liabilities, including unearned
premiums and such other reserves as are or may be required by law
and the commissioner, are in excess of the admitted assets computed
on the basis allowed for its annual statement, it, shall make an assess-
ment upon its policyholders based upon the amount of one annual
premium as written in the policy and not to exceed the amount of
five annual premiums.

If it becomes necessary to levy the assessment, as provided by
this section, no policies shall be issued until the admitted assets of the
association are in excess of its liabilities.

(g) Power of board of directors. The board of directors
shall be entitled to inspect the plant, workroom, shop, farm, or
premises of any subscriber and for this purpose to appoint inspectors,
who shall have free access to all such premises during regular
working hours, and the board of directors shall likewise from time
to time be entitled to examine by their auditor or other agent the
books, records, and payrolls of any subscribers for the purpose of
determining the amount of premium chargeable to the subscriber.

The board of directors shall make reasonable rules and regu-
lations for the prevention of injuries upon the premises of subscrib-
ers; and may refuse to insure, or may terminate the insurance of, any
subscriber who refuses to permit these examinations and disregards
such rules or regulations, and forfeit all premiums previously paid
by him, but the termination of the insurance of any subscriber shall
not release him front liability for the payment of assessments then or
thereafter made by the board of directors to make up deficiencies
existing at the termination of his insurance.

(h) Investments. The association shall invest and keep in-
vested all its funds of every description, excepting such cash as may
be required in the transaction of its business, in accordance with the
laws of this state or relating to the investment of funds of domestic
insurance companies.

No such association shall purchase, hold, or convey real estate
except as provided by article I, section 11, subdivision 6.
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(i) Withdrawal of subscriber. Any subscriber.of the asso-
ciation who has complied with all its rules and regulations may with-
draw therefrom by written notice to that effect sent by the subscrib-
er by registered mail to the association and this withdrawal shall
become effective on the first day of the month immediately follow-
ing the tenth day after the receipt of the notice, but the withdrawal
shall not release the subscriber from liability for the payment of .as-
sessments, thereafter made by the board of directors to make,up de-
ficiencies existing at the date of his withdrawal and the. subscriber
shall be entitled to his share of any dividends earned at the date of
his withdrawal.

(5) Miscellaneous. (a) Perjury by officer. If any of-
ficer of the association shall falsely make oath to any certificate re-
quired to be filed with the commissioner, he shall be guilty of perjury.

(b) Foreign mutual employers' liability association. Any
mutual employers' liability insurance association of another state,
upon compliance with all laws governing such corporations in gen-
eral and the provisions of subdivision 4 hereof may be admitted to
transact business in this state. These associations shall pay to the
department of insurance the fees prescribed by article I, section 14,
subdivision 1.

(c) Winding up affairs. When the contracts of insurance
issued by these associations shall cover in the aggregate less than
5,000 employees or, in the case of associations organized for the
purpose of insuring creameries, cheese factories, and livestock ship-
ping associations, less than 300 employees, the association shall forth-
with notify the commissioner of that fact and if, at the expiration of
six months from the notice, the aggregate number of employees cov-
ered by the contracts of insurance shall be less than < 5,000, or, in
the case, of associations organized for the purpose of insuring cream-
eries, cheese factories, and livestock shipping associations, less than
300 employees, the commissioner shall proceed under the provisions
of article I, section 4.

Sec. 9. [66A.091 Kinds of business authorized. Noth-
ing herein shall be deemed to authorize or permit mutual insurance
companies to engage in any kind of insurance not included in article
1, section 6, subdivision 1, clauses (1) to (14) or authorized under
article 1, section 6, subdivision 2.

Sec. 10. [66A.10] Additional requirements. When the
articles of incorporation of any mutual insurance company not hav-
ing a guaranty fund of the amount required by section 16, subdivision
2, so provide it may transact any and all kinds of business as set
forth in article I, section 6, subdivision 1, clauses (1) to (14), and
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as authorized under article I, section 6, subdivision 2, subject to the
conditions and restrictions as to the kinds of insurance which may be
combined by a like stock insurance company and to all restrictions
contained in the laws of this state with reference to general writing
mutual insurance companies transacting the same kinds of business.
Nothing in this section shall be construed as prohibiting a company
issuing policies with a contingent liability from creating a guaranty
fund as authorized by section 16, subdivision 3. Any mutual com-
pany, however organized, may amend its articles so as to provide
for the doing of two or more kinds of business specified in article I,
section 6, subdivision 1, clauses (1) to (14) or authorized under
article I, section 6, subdivision 2.

Sec. 11. [66A.11] Revocation of license. In case of the
failure of any insurance company to comply with any of the pro-
visions of sections 8, 9, 10, 14, 15, and 16, subdivisions 1 and 2,
its right to transact insurance business in this state shall cease and
it shall be the duty of the commissioner to immediately proceed un-
der article I, section 4 or declare its license revoked and, in case of
such revocation, the company shall not be again licensed to transact
business in this state for a period of one year from the date of the
revocation.

Internal Operations

Sec. 12. [66A.12] Mutual fire companies; premiums; con-
tingent liability. Every mutual fire company shall charge and col-
lect on each policy a premium, in cash or in notes absolutely pay-
able, or it may accept a deposit of cash equal to one year's premium
•on the policy issued and while the deposit remains intact collect all
future premiums on the policy by assessments thereon, and shall also
provide in its bylaws, and specify in its policies, the maximum con-
tingent mutual liability of its members for payment of losses and ex-
penses not provided for by its cash fund. The contingent liability of
a member shall not be less than a sum equal to and in addition to
•one annual premium, nor more than a sum equal to five times the
amount of such annual premium or, in case of a policy written for
less than one year, the contingent liability shall not exceed the
amount of premium written in the policy. The total amount of the
liability of the policyholder shall be plainly and legibly stated upon
each policy. When any reduction shall be made in the contingent
liability of members, such reduction shall apply proportionally to
all policies in force. Mutual insurance companies complying with
section 16, subdivision 3, may issue policies without a contingent
liability; but the fact that there is no contingent liability must be
plainly and legibly stated in the policies.
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Sec. 13. [66A.13] Mutual fire companies; requirements
when note given. Except as provided in section 12, when a note
or other written evidence of indebtedness is given for any premium
due, or to become due, upon any insurance of property, except
marine, the same shall be full payment therefor and operate to con-
tinue the same in full force during the term thereof, except that when
any such note or other written evidence of indebtedness is not paid
at maturity the policy for which the same was premium, in whole or
in part, may be canceled upon notice and in the same manner as
though the premium was paid in cash and the surrender of the note
or other written evidence of indebtedness shall constitute a return
or payment of the unearned portion of premium, and in such event
the parties liable on the note or evidence of indebtedness shall be
liable for and shall pay the premium earned prior to the cancella-
tion and no more. In case of any cancellation of a policy, any note
or notes, or written evidence of indebtedness given for whole or part
of the premium thereon may be by insurer returned to the insured in
lieu of cash to the extent of the unpaid amount thereof, plus accrued
interest. No note given for premiums or deposit for assessment, or
both, or for any part of either, shall be negotiable and e'very assign-
ment thereof shall be subject to all existing defenses. Nor shall
any such notes be valid for any purpose unless the words "not nego-
tiable" are plainly and legibly written or printed across the face
thereof.

Sec. 14. [66A.14] Dividends. The board of directors of
any mutual insurance company may from time to time fix and de-
termine the amounts to be paid during the year as dividends or a re-
fund of savings and gains to policyholders; provided, that no divi-
dend or, refund shall discriminate between members of the same
class and no dividend or refund shall be declared or distributed ex-
cept out' of the net divisible surplus of the company, and no com-
pany shall pay or credit a policyholder any sum in anticipation of a
future dividend or refund.

Sec. 15. [66A.15] Assessments. Subdivision 1. Mu-
tual fire insurance companies. When the net assets of any mutual
insurance company are insufficient for the payment of incurred losses
and expenses above its unearned premium reserve, as provided by
law, it shall make an assessment for the amount required ratably
upon its members liable thereto. The order for assessment shall be
duly entered upon its records, with a statement of its condition at
the date thereof, including all cash assets, deposit notes, and contin-
gent amount liable to the assessment, the amount of the assessment,
and the particular losses or other liabilities for which it is made. This
record shall be signed by each director voting for the order before
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any part of the assessment is collected and any person liable thereto
may inspect and take a copy thereof.

The commissioner may by written order relieve the company
from an assessment or other proceedings to restore the assets dur-
ing the time fixed in the order, when the deficiency does not exceed
ten percent of its admitted assets.

When, by reason of depreciation, loss, or otherwise, the net as-
sets, after providing for other debts, are less than the required prem-
ium reserve upon policies the deficiency shall be restored by assess-
ment, as provided in this subdivision, notice of which shall be filed
with the commissioner. When the board of directors or the 'commis-
sioner shall be of the opinion that the insolvency of any company is
probable, the board or, upon its failure so to do, the commis-
sioner may order two assessments made, the first to determine what
each policyholder should equitably pay or receive in case of with-
drawal from the company and cancellation of his policy; the second,
such further sum as each should pay to reinsure the unexpired term
at the same rate as the first insurance. The directors shall forthwith
cause written notice and demand of payment to be served personally
or by mail upon each policyholder subject thereto.

After adjustment of the first assessment, every policy upon
which the second assessment shall not be paid shall be canceled; but
in no case shall there be credited upon a policy more than if can-
celed by the board of directors under the bylaws. If, within two
months after the last assessment is payable, the amount of the poli-
cies whose holders have paid the same is less than $500,000, all
other policies shall be void and the company shall continue only for
the purpose of adjusting the deficiency or excess of premiums and
settling outstanding claims. No assessment shall be valid against a
policyholder who has not been duly notified thereof in writing with-
in one year after the expiration or cancellation of his policy.

Subd. 2. Casualty companies. All policies issued by such
•companies shall provide for a premium or premium deposit payable
in cash and, except as herein provided, for a contingent liability of
the members at least equal to the premium or premium deposit as
adjusted by audit, if any. If at any time the admitted assets are less
than the reserves and other liabilities, the company shall immediate-
ly collect upon policies with a contingent liability a sufficient pro-
portionate part thereof to restore such assets and the commissioner
may, when such deficiency does not exceed ten percent'of its ad-
mitted assets, by written order direct that proceedings to restore such
assets be deferred during the period of time fixed in such order. The
contingent liabilities, if any, of the policyholders shall be plainly
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and legibly stated in every policy in terms of either dollars or pre-
miums.

Sec. 16. [66A.16] Guaranty funds. Subdivision 1. Mu-
tual fire insurance companies. A mutual fire insurance company
may be formed with, or an existing fire insurance company may es-
tablish, a guaranty fund divided into certificates of $10 each, or
multiples thereof, and this guaranty fund shall be invested in the
same manner as is provided for the investment of capital stock of
insurance companies. The certificate holders of the guaranty fund
shall be entitled to an annual dividend of not more than ten percent
on their respective certificates, if the net profits or unused premiums
left after all losses, expenses, or liabilities then incurred, with re-
serves for reinsurance, are provided for shall be sufficient to pay the
same; and, if the dividends in any one year are less than ten percent,
the difference may be made up in any subsequent year or years from
the net profits.

The guaranty fund shall be applied to the payment of losses and
expenses when necessary and, if the guaranty fund be impaired, the
directors may make good the whole or any part of the impairment
from future profits of the company, but no dividend shall be paid
on. guaranty fund certificates while the guaranty fund is impaired.

The holder of the guaranty fund certificate shall not be liable
for any more than the amount of his certificate which has not been
paid in and this amount shall be plainly and legibly stated on the
face of the certificate.

Each certificate holder of record shall be entitled to one vote
in person or by proxy in any meeting of the members of the com-
pany for each $10 investment by him in guaranty fund certificates.
The guaranty fund may be reduced or retired by vote of the policy-
holders of the company and the assent of the commissioner, if the
net assets of the company above its reinsurance reserve and all other
claims and obligations and the amount of its guaranty fund certificates
and interest thereon for two years last preceding and including the
date of its last annual statement shall not be less than 50 percent of
the premiums in force.

Due notice of this proposed action on the part o£ the company
shall be mailed to each policyholder of the company not less than 30
days before the meeting when the action may be taken.

In mutual fire insurance companies with a guaranty fund, the
certificate holders shall be entitled to choose and elect from among
their own number or from among the policyholders at least one-half
of the total number of directors.
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If any mutual fire insurance company with a guaranty fund
ceases to do business, it shall not divide among its certificate holders
any part of its assets or ^guaranty fund until all its debts and obliga-
tions have been paid or canceled.-

Foreign'mutual fire insurance companies having a guaranty
fund shall not be required to make their certificate of guaranty fund
conform to the provisions of this section, but when the certificates
do not conform therewith the amount thereof shall be charged as a
liability.

Subd. 2' Mutual casualty companies. Any mutual insur-
ance company which establishes and maintains, over and above its
liabilities and the reserves required by law of a like stock insurance
company, a guaranty fund available for the payment of losses and
expenses at least equal to the capital stock and surplus, if any, re-
quired of a like stock insurance company may issue policies of in-
surance without contingent liability, and when the articles of incor-
poration of any mutual insurance company having this guaranty fund
so provide the company may transact any and all of the kinds of
business as set forth in article I, section 6, subdivision 1, clauses (1)
to (14) subject to the restrictions and limitations imposed by law on
a like stock insurance company, and any domestic mutual company
having a guaranty fund equal to the amount of capital stock and
surplus required of a like stock insurance company may insure the
same kinds of property and conduct and carry on its business, sub-
ject only to the restrictions and limitations applicable to like do-
mestic stock insurance companies.

Section 16, subdivision 1, shall not apply to this guaranty fund
save and except that the guaranty fund of the company shall be in-
vested in the same manner as is provided by law for the investment
of its other funds. Every such company shall in its annual statement
show as separate items the amount of the guaranty fund and the re-
maining divisible surplus, and the aggregate of such items shall be
shown as surplus to policyholders,

A guaranty fund may be created, in whole or in part, in either
or both of the following ways:

(1) Where an existing mutual company has a surplus, the
members of the company may at any regular or special meeting set
aside from and out of its surplus such sum as shall be fixed by reso-
lution to be transferred to and thereafter constitute, in whole or in
part, the guaranty fund of the company; or

(2) By the issuance of guaranty fund certificates, as speci-
fied in this subdivision, the same to be issued upon the conditions
and subject to the rights and obligations specified in this subdivision.
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Any such company establishing a guaranty fund, as hereinbe-
fore provided, may, subject to the restrictions and limitations im-
posed by law as to a like stock insurance company, amend its articles
so as to provide for the doing by it of one or more of the kinds of
insurance business specified in article I, section 6, subdivision 1,
clauses (1) to (14).

The policy liability of any such mutual company issuing policies
without a contingent liability shall, as to these policies, be computed
upon the same basis as is applicable to like policies issued by stock
insurance companies. Where any such company shall issue five-year
term policies, wherein the premiums shall be payable in annual or
biennial installments and no premium note is taken by the company
as payment of the full term premium, the company then shall be re-
quired to maintain a reserve fund on only the portion of premiums
actually collected from time to time under these term policies and
no company so creating a guaranty fund shall issue policies without
a contingent liability after the guaranty fund shall be impaired or
reduced below the capital and surplus required of a like stock insur-
ance company doing the same kind or kinds of insurance. Any com-
pany having a guaranty fund may insure, without a contingent lia-
bility, any kind or class of property which a like stock company may
insure.

Any director, officer, or member of any mutual insurance
company, or any other person, may advance to the company any
sum of money necessary for the purposes of its business or to en-
able it to comply with any of the requirements of the law, including
the creation, in whole or in part, of a guaranty fund to enable it to
do one or more of the kinds of business specified in this subdivision,
and for the creation by a company issuing policies with a contingent
liability of a guaranty fund, in such amount as the board of directors
shall determine, for the protection of policyholders of the company,
and such moneys, together with such interest thereon as may have
been agreed upon, not exceeding ten percent per annum, shall
be repaid only out of the surplus remaining after providing for all
reserves, if any, and other liability, and which shall not otherwise
be a liability or claim against the company or any of its assets. No
commission or promotion expenses shall be paid in connection with
the advance of any such money to the company, and the amount
of the advance remaining unpaid shall be reported in each annual
statement.

The company shall issue to each person so advancing money
for the creation of a guaranty fund a certificate or certificates speci-
fying the amount so advanced. These certificates may be assigned by
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the holder thereof and a transfer thereof recorded upon the books
of the company. The holders of the guaranty fund certificates shall
be entitled to annual interest thereon at the rate agreed upon, if the
net profits of the company, after all losses, expenses,' liabilities, and
legal reserves, if any, have been paid or provided for, are sufficient
to pay the same. If the net profits of the company in any year are
insufficient to pay the full amount of interest agreed upon, the differ-
ence may be paid in any subsequent year, from the net profits of
the subsequent years.

The guaranty fund shall be applied to the payment of losses
and expenses when necessary and, if the guaranty fund be impaired,
the directors may make good the whole or any part of the impair-
ment from future net profits of the company or by the issue and sale
of additional guaranty fund certificates, but no interest shall be paid
on the guaranty fund certificates while the guaranty fund is impaired.
No certificate shall be issued except for money actually paid to
the company, which amount shall be plainly and legibly stated there-
in. The company shall issue certificates only in sums of $10, or mul-
tiples thereof; it shall keep a record of the name and address of the
person to whom issued and of all assignments thereof. Upon sur-
render of a certificate duly assigned in writing, the company shall
cancel the same and issue a new certificate to the assignee.

Each certificate holder of record shall be entitled to one vote
in person or by proxy at any meeting of the members of the company,
for each $10 investment by him in the guaranty fund certificates.

The guaranty fund may be reduced or retired by vote of the
board of directors of the company, if the net assets of the company,
above its legal reserves, if any, and all other claims and obligations
are sufficient therefor. The certificate holders shall be entitled to
choose and elect from among their own members or from among
the policyholders at least one-half of the total number of directors.

In case the members of any company by resolution adopted at
any regular meeting or special meeting called for that purpose shall
determine to wind up and liquidate the business of any such com-
pany, the assets thereof shall be applied (1) to the payment of the
expense of the liquidation; (2) to the payment of any accrued lia-
bility, including losses, if any; (3) to the payment of any unearned
premiums on policies in force at the time of the liquidation; (4) to
the payment of guaranty fund certificates, if any, together with ac-
crued interest thereon, if any; and (5) the residue shall be distributed
according to the provisions of article I, section 4.

Subd. 3. All mutual companies except those excluded under
section 1. Any mutual company authorized to transact business in
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this state which establishes and maintains, over and above its lia-
bilities and the reserves required by law of like stock insurance com-
panies, a guaranty fund available for the payment of losses and ex-
penses at least equal to the capital stock required of a like stock in-
surance company may issue policies of insurance without contingent
liability.

Contract Provisions

Sec. 17. [66A. 17] Mutual fire insurance companies; pro-
visions as to policies lapsing. Any mutual company insuring prop-
erty may provide by its certificate or bylaws that upon failure by any,
member for 60 days after notification thereof to pay any premium
or assessment made upon his. policy such policy shall lapse and be-
come void without notice or further act by or on behalf of the com-
pany. The condition shall be plainly and legibly specified in each
policy. Whereupon the company may recover the amount of earned
premium or assessment, or both, but no more. Nothing herein con-
tained shall prevent the reinstatement of the lapsed policy by volun-
tary acceptance of any delinquent assessment before suit.

Sec. 18. [66A.18] Voting and notice. Required contract
provisions concerning voting and notice are contained in section 7.

Sec. 19. [66A.19] Contingent liability. Required con-
tract provisions concerning contingent liability of the policyholder
are contained in section 12 and section 15, subdivision 2.

Miscellaneous

Sec. 20. [66A.20] Exemption; fire, hail, and tornado as-
sociations maintained by members of one religious denomination.
The members of any one church, or of any one religious denomina-
tion, may maintain for the exclusive benefit of the members thereof
an unincorporated association for the mutual insurance of the prop-
erty of the members against loss or damage by fire, lightning, hail,
or tornado, or all of them. The association shall furnish no insurance
except upon the property of an actual member of the church or de-
nomination. It may conduct its business upon the plan and method
adopted by it and shall not be required to be licensed by or report to
the commissioner.

Sec. 21. [66A.21] Domestic mutual insurance companies,
separation of assessable and non-assessable businesses. Subdivision
1. Choice of methods. Any domestic mutual insurance corpora-
tion which transacts its business partly on an assessable basis and
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partly on a non-assessable basis, may separate one plan from the
other by either of the following methods:

(1) By transferring its non-assessable policies, and all assets
and liabilities attributable thereto to another existing domestic mu-
tual insurance corporation or to a new domestic mutual insurance
corporation formed for that specific purpose, provided that in either
case, the corporation assuming the risks shall have all its policies on
a non-assessable basis; or

(2) By transferring its assessable policies, and all assets and
liabilities attributable thereto, to another existing domestic mutual in-
surance corporation or to a new domestic mutual insurance corpora-
tion formed for that specific purpose, provided that in either case, the
corporation assuming the risks shall have all its policies on the as-:
sessable basis.

Subd, 2. Existing domestic mutual insurance companies, joint
agreement; approval. The separation can be effected only as a re-
sult of ,a joint agreement entered into, approved and filed as follows:

(1) The board of directors of the ceding and assuming cor-
porations shall, by majority vote, enter into a joint agreement, pre-
scribing the'terms and conditions of the separation and the mode of
carrying the same into effect, with such other details and provisions
as they deem necessary. The agreement shall provide for an adjust-
ment of final figures as may be necessary after a verifying examina-
tion of the corporation by the commissioner of insurance as.herein-
after provided.

'(2) ,!,The agreement shall be submitted to the members of the
ceding, corporation, at a special meeting duly called for the purpose
of considering and acting upon the agreement. Notice for such special
meeting shall be deemed sufficient if mailed to the policyholders' last
known address as shown on the policy records of the corporation. Tf
the holders of two-thirds of the voting power of the members present
or represented at the meeting shall vote for the adoption of the agree-
ment, then that fact shall be certified on the agreement by the secre-
tary of the corporation and the agreement so adopted and certified
shall be signed and acknowledged by the president and secretary of
both the ceding and assuming corporations.

(3) The agreement so adopted, certified and acknowledged
shaJl be''delivered to the commissioner of insurance. It shall be the
duty -of 'the commissioner to" determine, after a verifying examina-
tion, if! the provisions thereof are fair and equitable to all concerned
and to .verify the reasonableness and accuracy of the apportionment
of assets, liabilities, and surplus provided for in the agreement.
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If the commissioner is satisfied that the agreement is fair and
reasonable and that its provisions relating to transfers of assets and
assumption of liabilities are equitable to claimants and policyholders,
he shall place his certificate of approval on the agreement and shall
file it in his office, A copy of the agreement, certified by the commis-
sioner of insurance shall be filed for record in the office of the sec-
retary of state and in the office of the register of deeds of the counties
in this state in which any of the corporate.parties to the agreement
have their home offices and of any counties in which any of the cor-
porate parties have land, title to which will be transferred under the
terms of the agreement.

Subd. 3. New domestic mutual companies; joint agreement;
approval. (1) If the joint agreement provides for a new domes-
tic mutual insurance corporation to be formed to assume the busi-
ness ceded, the articles of incorporation for such new corporation
shall be prepared and delivered to the commissioner of insurance
for his approval, together with the agreement as provided in subdi-
vision 2 . . . . .

(2) Such articles shall be prepared, executed, approved,
filed and recorded in the form and manner prescribed in, or appli-
cable to, the particular law or laws under which the new insurance
corporation is to be formed.

(3) The department of commerce shall grant and the com-
missioner of insurance shall issue to such new corporation a certificate
of authority immediately upon its assumption of the business, ceded
and upon its making the deposit of securities with the commissioner
of insurance, as required by law. ' . ' •

Subd. 4. -.Effective date. • The• separation shall;be effective
on the agreed date stated in the joint agreement, upon filing, of the
same as herein provided. ,., „. , , , . , ; , , .

Special Provisions Relating to
Hail, Tornado and Cyclone Companies

Sec. 22. [66A.22] Organization/ Subdivision 1. Ini-
tial requirements. No company for insurance against loss or dam-
age by hail, tornadoes, cyclones, and hurricanes, or any. of these
causes, shall issue any policy until at least $200,000 of'insurance,
in not less than 400 separate risks, upon property located-in not
less than ten counties, and upon not more than 15 risks of 160 acres
each in any one township, have been actually subscribed for and
entered on its books and each subscriber has paid a membership fee
of S3 for which duplicate receipts have been executed, conditioned
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for the return thereof at the end of one year if the company has
not then completed its organization. Immediately thereafter one of
these duplicates shall be delivered to the member and the other, to-
gether with the fee, deposited in a solvent bank approved by the
commissioner, where the fee shall remain until the company has been
licensed to do business, not exceeding such year, when it shall be de-
livered to it; otherwise to the member. The duplicate and a certifi-
cate of the deposit shall be filed with the commissioner within 90
days after deposit.

Subd. 2. Liability for ratable assessments. In addition
to the premium, every policyholder, in its hail department, shall be
liable to a ratable assessment for all losses and expenses incurred
while a member in a sum equal to such premium but not exceeding
in any one year five percent of his insurance, if notified thereof with-
in 90 days after the expiration or cancellation of his policy; or if
such policy be for more than one year, within 90 days after the
expiration of the year in which assessment is made thereunder.

Sec. 23. [66A.23] Assessments; notice; payments; collec-
tion. When any assessment has been completed the secretary shall
immediately notify each member by mail directed to his last known
address: of the purpose and amount of such assessment and of his
share thereof, and the person to whom and the time when such pay-
ment must, be made, which shall not be less than 30, nor more than
90, days thereafter; and such person, if the bylaws so provide, may
collect a commission of not more than two percent of each amount
in addition thereto.

Sec. 24. [66A.24] Officers; duties; compensation; bonds.
The officers shall perform such duties, receive such compensation,
and give such bonds as shall be provided in the bylaws or fixed by the
directors; but no salary, past or future, shall be increased except by
majority vote of all members present and represented at an an-
nual meeting and no officer or director shall receive any commission,
except upon business personally solicited and written by the officer.

Sec. 25. [66A.2S] Proxies; restrictions. No proxy shall
be received unless dated and actually executed within the preceding
30 days and filed with the secretary at least 10 days before the
meeting, nor if made to any director or officer.

Sec. 26. [66A.26] Property insurable. No such com-
pany shall insure any other property than country churches and
school houses, farm dwellings, mutual or cooperative creameries,
cheese factories, barns, and other buildings, and hay, grain, and
other farm products therein, or stored or growing on the premises,
bedding, wearing apparel, printed books, pictures and frames, house-
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hold furniture, family stores and provisions while therein or in the
cellar beneath, farm implements, vehicles, and machinery on or off
the premises, threshing machines, or livestock thereon or running at
large, and any and all property of any kind which may be insured by
a township mutual fire insurance company, organized under the pro-
visions of article VIII, sections 1 and 2. No company, in its hail de-
partment, shall insure more than 3,200 acres in any one township;
there shall be at least one-half mile between each risk assumed by
the company, except that risks may be assumed which cover the
growing crops upon not more than 320 acres of contiguous or im-
mediately adjacent lands.

Sec. 27. [66A.27] Limitation on expenses. No such
company shall incur, lay out, or expend, in any one calendar year,
as and for the expenses of conducting this business, more than its
application or survey fees and 40 percent of its total premiums or
assessments actually collected. No company shall be required to limit
its annual expenses to less than $1,000.

Sec. 28. [66A.2S] Reports; delinquency; powers of com-
missioner. The commissioner shall demand a report of any such
company when in his judgment the interest of the public or policy-
holders so require; and the proper officers of the company shall make
prompt reply to the demand and answer fully all interrogations re-
garding its business methods, financial condition, and other matters
pertaining to its business. The provisions of article I, section 4 shall
apply to such companies.

Sec. 29. [66A.29] Arbitration required. Every policy
shall provide as follows: "In case of loss under this policy
and failure of the parties to agree as to the amount of such loss, it
is mutually agreed that such amount shall be referred to three disin-
terested men, the company and the insured each choosing one out
of three persons named by the other, the third being selected by such
two. The written award of a majority of such referees shall be final
and conclusive upon the parties as to the amount of loss and such
reference, unless waived by the parties, shall be a condition prece-
dent to any right of action to recover for such loss, and no suit for
the recovery of any claim by virtue of this policy shall be sustained
unless commenced within six months after the loss occurred"; and
shall provide the form, manner, and length of notice to be given to
the company by the insured of any loss sustained.

Sec. 30. [66A.30] Transfer of risks and reinsurance.
Every company may transfer its risks to, or reinsure them in, any
other domestic or foreign company at the time authorized to do such
business in this state, on the mutual or stock plan, by a contract of

Changes or additions indicated by italics, deletions by s



802 SESSION LAWS [Chap.

transfer or reinsurance approved by the commissioner, and by a two-
thirds vote of the members present or duly represented and voting
at a meeting of the company.

Sec. 31. [66A.31] Merger and consolidation. Any such
mutual company may at any time merge or consolidate with other
companies as provided under article I, section 16.

Sec. 32. Minnesota Statutes 1965, Chapter 66, is repealed.

ARTICLE VIII

Township Mutual Fire Insurance Companies

Section 1. [67A.01] Number of members required, prop-
erty and territory. It shall be lawful for any number of persons, not
less than 25, residing in adjoining townships in this state, who shall
collectively own property worth at least $50,000, to form themselves
into a corporation for mutual insurance against loss or damage by
the perils listed in section 13. No such company shall operate in
more than 150 townships in the aggregate at the same time; provided,
that when any such company confines its operations to one county it
may transact business in the whole thereof by so providing hi its cer-
tificate of incorporation.

Sec. 2. [67A.02] Certificate of incorporation. Subdivi-
sion 1. The persons who desire to form a township mutual fire
insurance company, as defined in section 1, shall make, sign, and
acknowledge before some officer competent to take acknowledg-
ments of deeds a certificate of incorporation which shall specify:

(1) The name;

(2) The location of the principal office;

(3) The general nature of the business;

(4) The territory in which it desires to transact business;

(5) Who may become members;

(6) Source from which the corporate funds shall be derived;

(7) The class of property it desires to insure;

(8) In what board its management shall be vested;

(9) The date of its annual meeting; and
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(10) The corporate existence.

It may contain any other lawful provision defining and regulat-
ing the powers or business of the corporation, its officers, directors,
and members.

Subd. 2. Approval of commissioner required; filing. The
certificate of every such corporation shall be presented to the com-
missioner for his approval and, if he approves the same, he shall en-
dorse thereon his approval and the certificate shall then be filed in
his office and recorded in a book kept therein for that purpose. Upon
the approval of the certificate and the filing of the same with the
commissioner, the corporate organization of the incorporation shall
be complete.

Sec. 3, [67A.03] Corporate existence. Subdivision 1.
Limited. Except as provided in subdivision 2, every corporation
organized pursuant to article 8, sections 1 to 26, shall be for a period
not exceeding 30 years in the first instance and the corporate exist-
ence of any township mutual fire insurance company organized un-
der the provisions of those sections, or any prior law, may be re-
newed from time to time for a further term, not exceeding 30 years,
by adopting a resolution expressing the proposed renewal by a two-
thirds vote of all its members present and voting at any regular meet-
ing of the corporation or at any special meeting called for that pur-
pose, the notice for which shall clearly specify the object of the meet-
ing.

When any such resolution for renewal thereof shall be adopted
the same shall not take effect until a copy, duly certified to by the
president and the secretary of the corporation, under its corporate
seal, if it have one, shall have been approved, filed, and recorded in
the same manner as is provided herein in case of the original certifi-
cate of incorporation.

Subd. 2. Perpetual. The corporate existence of any town-
ship mutual fire insurance company heretofore or hereafter organ-
ized may be made perpetual by so providing in its articles of incor-
poration.

Sec. 4. [67A.04] Amendments to certificate of incorpora-
tion. The certificate of incorporation of any township mutual fire
insurance company may be amended in respect to any matter which
the original certificate of incorporation might lawfully have contained,
or which is authorized by the provisions of article 8, sections 1 to
26, by the adoption of a resolution, specifying the proposed amend-
ment, at the regular meeting, or a special meeting called for that
expressly stated purpose, by a majority vote of its members • present
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and voting; or by a majority vote of its entire board of directors, with-
in one year after having been thereby duly authorized by a specific
resolution duly adopted at such meeting of the members, and by
causing the resolution to be embraced in a certificate duly executed
by its president and secretary under the corporate seal of the com-
pany, if it have one, and approved, filed, and recorded in the man-
ner prescribed by such sections for the approval, filing, and record-
ing of the original certificate.

Sec. 5. [67A.05] Bylaws. Subdivision 1. Bylaws re-
quired. The first board of directors shall adopt bylaws, which
shall remain effective until and except as amended by the members
at any regular or special meeting called therefor.

Subd. 2. Filing of bylaws and amendments thereto. Every
township mutual fire insurance company doing business within this
state shall cause a copy of Us bylaws to be certified to by its presi-
dent and its secretary and file the same with the commissioner and
thereafter every amendment to the bylaws of any township mutual
fire insurance company, duly certified to by its president and its sec-
retary, shall within a reasonable time after its adoption be filed in
the office of the commissioner.

Sec. 6. [67A,06] Powers of corporation. Subdivision 1.
General. Every corporation formed under the provisions of article
8, sections 1 to 26, shall have power:

(1) To have succession by its corporate name for the time
stated in its certificate of incorporation;

(2) To sue and be sued in any court;

(3) To have and use a common seal and alter the same at
pleasure;

(4) To acquire, by purchase or otherwise, and to hold, en-
joy, improve, lease, encumber, and convey all real and personal prop-
erty necessary for the purpose of its organization, subject to such
limitations as may be imposed by law or by its articles of incorpora-
tion;

(5) To elect or appoint in such manner as it may deter-
mine all necessary or proper officers, agents, boards, and committees,
fix their compensation, and define their powers and duties;

(6) To make and amend consistently with law bylaws pro-
viding for the management of its property and the regulation and
government of its affairs; and
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(7) To wind up and liquidate its business in the manner pro-
vided by section 4 of article I.

Subd. 2. Agreements for fire protection. The members of
a township mutual fire insurance company may at any regular meet-
ing or at any special meeting called for that purpose authorize its
officials or directors to enter into an agreement with any municipal
subdivision of the state, or with any fire department, whereby the
fire department of the municipality shall respond to calls in case of
fire in territory where the company does business, or respond to
calls in case of fire on the premises of a member of the mutual com-
pany, on such terms and conditions as may be mutually agreed upon.

Subd. 3. Grain in sealed containers. In addition to the
powers and privileges now conferred upon them by law, township
mutual fire insurance companies organized under the provisions of
article 8, sections 1 to 26, are hereby authorized to insure against
loss or damage by hail, windstorm, tornado, cyclone, and inherent
explosion, for their members corn and other grain while stored in
sealed containers in accordance with the regulations of the federal
government.

Sec. 7. [67A.07] Principal place of business; change.
Any township mutual fire insurance company heretofore or here-
after organized under the laws of this state may, at any regular an-
nual meeting of its members, or any special meeting called for that
purpose, by a majority vote of those present, amend its certificate or
articles of incorporation so that the business office of the company
may be located in any township, or any city or village in any town-
ship in which the company is authorized to do business.

Sec. 8. [67A.08] Board of directors. Each company
shall choose of its members no less than five, and not more than
nine, directors to manage the affairs of the company, who shall hold
their office for such period as may be fixed by the bylaws of the
company, not exceeding three years, and until their successors are
elected and qualified.

Sec. 9. [67A.09] Officers. Subdivision 1. How
elected or chosen. The directors shall choose one of their number
as president, one as vice-president, and one as secretary; they shall
also choose a treasurer, who may or may not be a member of the
board, but must be a member of the company. The offices of secre-
tary and treasurer may be held by the same person. The certificate or
articles of incorporation of the company may provide that the presi-
dent, vice-president, secretary, and treasurer may be chosen by the
direct vote of the members of the company at the annual meeting.

Changes or additions indicated by italics, deletions by strikeotrtr



806 SESSION LAWS [Chap.

In this case, the election of these persons as president, vice-
president, and secretary shall constitute them members of the board
of directors and the remaining members of the board shall be elected
as provided in section 8.

Subd. 2. Treasurer, bond. The treasurer of the company
shall give such bond to the company in such sum as the directors
shall determine, to be approved by the president and secretary.

Sec. 10. [67A.10] Rights of certain members. Subdivi-
sion 1. Women. Every woman being a member of any such
insurance company may be represented at any regular meeting or
special meeting of the members thereof by any person duly appointed,
in writing, as her proxy, and the proxy so appointed shall have full
power to represent the member as fully as ijf she were personally
present at the meeting.

Subd. 2. Nonresidents. Nonresidents owning property in
the territory where any such company is authorized to do business
may become a member with all the rights thereof except eligibility
to office.

Sec. 11. [67A.11] Annual meeting. Subdivision 1.
Date and fiscal year. The annual meeting of every such company
shall be held before July first in each year, and the fiscal year of the
company shall be from the first day of January to the thirty-first day
of the following December.

Subd. 2. Secretary's report to members. The secretary shall
prepare and read at the annual meeting a full report of the business
of the company transacted during the previous fiscal year.

Subd. 3. Annual statement. On or before February first,
following the end of each fiscal year, the president and the secretary
shall file with the commissioner a verified statement of the entire
business and condition of the company, which statement shall con-
tain such data and information in reference to the business of the
preceding fiscal year as shall be required by the commissioner.

Subd. 4. Other statements may be required by commissioner.
The commissioner may at other times require any further statement
that he may deem necessary to be made relating to the business of
the company.

Subd. 5. Fees. Fees to be paid as listed in section 14 of ar-
ticle I.

Sec. 12. [67A.12] Applications. Subdivision 1. Who
may accept. The president and secretary of a company may ac-
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cept all applications and sign and issue policies, agreeing in the name
of the company to pay au losses and damages, not exceeding the
sums named in the policies, sustained by reason of the perils named,
for the term therein specified.

Subd. 2. Binders. Every application for insurance made
to any authorized officer or agent, until refused by the proper officer,
shall be of the same force and effect as a regularly issued policy
and contract of insurance, and from the time of its receipt by an
officer or agent, the property specified in the application shall be
deemed insured in the same manner and to the same extent as if
covered by a regular policy issued according to law and the regu-
lations of the company.

Subd. 3. No binding authority unless members approve.
There shall be no liability on the application against any company
that has not, at any annual or special meeting, by proper resolution,
adopted the plan of making these applications of equal force and
effect with regularly issued policies.

Subd. 4. Policy fee, premium and assessment. Before the
delivery of any policy, the company shall collect regular cash pre-
mium and policy fee and take the written agreement of the insured of
even date therewith, which shall be embodied in his application, to
pay a pro rata share of losses or damages sustained by any member.

Subd. 5. Term of policy. The term of policies issued by
township mutual fire insurance companies shall not exceed five years.

Sec. 13. [67A.13] Types of insurance authorized. A
township mutual fire insurance company shah1 insure only against
loss or damage by fire, lightning, explosion, flood, earthquake, theft,
vandalism, collapse of bridges, upset, overturn, collision, riot, riot
attending a strike, civil commotion, aircraft, vehicles, smoke, break-
age of glass, weight of ice, snow or sleet, freezing, leakage of water
or other substance, electrical power interruption or electrical break-
down from any cause, and as to livestock against loss or damage by
electrocution by electrical currents artificially generated, attack by
dogs or wild animals, drowning, accidental shooting, loading or un-
loading, collapse of buildings or straw or hay stacks, or collision or
overturn of conveyances, and consequential losses as a result of dam-
age from any of the perils listed except public liability.

Sec. 14. [67A.14] • Insurable property. Subdivision 1.
Township mutual fire insurance companies may insure dwellings and
their contents, farm buildings and their contents, livestock, farm ma-
chinery, automobiles, country store buildings and the household
goods therein, threshing machines, farm produce anywhere on the
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premises, churches and their contents, school houses and their con-
tents, society and town halls and their contents, country blacksmith
shops and country garages and their contents, country locker plants
and their contents, parsonages and their contents and the barns and
contents used in connection therewith, creameries, cheese factories
and their equipment and contents and respective operators' dwelling
houses and contents and barns and contents used in connection there-
with.

Subd. 2. Insurable property in cities or villages. They may
also insure churches and dwellings, together with the usual outbuild-
ings and the usual contents of both those dwellings and churches and
outbuildings, in any city, village, and borough of 2,700 or less
inhabitants.

Subd. 3. County poor farm. They may also insure any
county poor farm together with contents and such personal property
as is used in connection therewith, and which real property, contents
and personal property are situated in the county wherein these town-
ship mutual fire insurance companies are operating; provided, when
at a duly called special or annual meeting of the policyholders it shall
be duly decided by them by a majority vote to do so.

Subd. 4. County fair buildings. Any such company is here-
by authorized to insure county fair buildings whether the same are
situated either within or without the limits of a duly incorporated vil-
lage or city.

Subd. 5. What may not be insured; property outside desig-
nated territory. No township mutual fire insurance company shall
insure any property outside of the limits of the territory in which
the company is authorized by its certificate or articles of incorpora-
tion to transact business, except personal property temporarily out-
side of the authorized territory and except as herein provided.

Subd. 6. What may not be insured; exceptions. Other-
wise than as herein provided, no such company shall insure any
property within the limits of any city or village except that located
upon lands actually used for farming or gardening purposes, but when
the dwelling of any person insured is within the limits of a township
where the company is authorized to do business and the farm on
which the dwellings are situated is partly within and partly without
the township it may include in this insurance any outbuildings, farm
produce, or other farm property on the farm outside of such limits.

Sec. 15. [67A.15] Classification of property. Every
such company may classify property insured under different rates,
corresponding as nearly as possible to the greater or less risk from
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fire by reason of location or construction, and issue its policies in
accordance with these differences.

Sec. 16. [67A.16] Losses. Subdivision 1. Loss ad-
justment. Every member sustaining loss or damage by the perils
named shall immediately notify the secretary, who, if the claim ex-
ceeds $300, may forthwith convene the directors.

The directors shall appoint a committee of three members, of
whom the secretary shall be one, to ascertain the amount of the
loss, with authority to examine witnesses, to whom the secretary is
hereby authorized to administer oaths.

When the bylaws so provide, he may act in place of, and with
all the authority of, the committee; and when the claim does not ex-
ceed $300, the loss may be ascertained by the president and secre-
tary, or either, with like authority.

Subd. 2. Arbitration. In case of failure of the parties to
agree as to the amount of loss, it is mutually agreed that the amount
of the loss shall be referred to three disinterested men, the company
and the insured each choosing one, the third to be selected by the
two so chosen.

The award, in writing, by a majority of the referees, shall be
conclusive and final upon the parties as to the amount of loss or
damage, and this reference, unless waived by the parties, shall be
a condition precedent to any right of action in law or equity, to re-
cover for the loss; but no person shall be chosen to act as referee
against the objection of either party who has acted in like capacity
within four months.

The referees shall have full authority to examine witnesses and
determine all matters of dispute, and shall make their award, in
writing, to the president or secretary of the company. The referees
shall each be allowed the sum of $5 per day for each day's service
so rendered and the sum of ten cents per mile for every mile neces-
sarily traveled in discharge of their dudes, which shall be paid by
the claimant, together with the fees of any witnesses who may have
been called by the company, unless the award of the referees shall
exceed the sum offered in liquidation of the loss or damage, in which
case these expenses shall be paid by the company.

Sec. 17. [67A.17] Assessments. Subdivision 1. De-
termination. When any loss shall be ascertained which exceeds in
amount the cash funds of the company, the secretary, or, in his ab-
sence, the president, shall convene the directors, who shall levy
an assessment upon each policyholder for the proportionate amount
which he should pay to cover this excess; or the company may bor-
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row not to exceed two mills on each dollar of insurance written by
it and then in force, and from this fund pay these losses, and after-
wards levy assessments to pay the loans.

If the fund for the payment of expenses is insufficient., the
amount of the deficiency may be added to any assessment.

Subd. 2. Secretary's duties. It shall be the duty of the sec-
retary, when the assessment shall have been completed, to immedi-
ately notify every person composing the company, by letter sent
to his usual post-office address, of the amount of the loss, and the
sum due from him as his share thereof, and of the time when and
to whom the payment is to be made, but this time shall not be less
than 60, nor more than 90, days from the date of the notice, and
every person designated to receive this money may demand and re-
ceive two percent in addition to the amount due on the assessment,
as aforesaid, for his fees in receiving and paying over the same.

Subd. 3. Member subject to suit and directors' liability.
Suits at law may be brought against any member of the company
who shall refuse or neglect to pay any assessment made upon him.
The directors of any company so formed who shall wilfully neglect
or refuse to perform the duties imposed upon them by law shall be
liable in their individual capacities to the person sustaining the loss.

Sec. 18. [67A.18] Termination. Subdivision 1. By
member. Any member may terminate his membership in the com-
pany by giving written notice to the secretary and paying the with-
drawing member's share of all existing claims.

Subd. 2. By company. The board of directors may by a
majority vote thereof annul and cancel any policy after giving not
less than ten days* written notice to the insured by registered or cer-
tified mail to the last known address of the insured and to any mort-
gagee to whom the policy is made payable. In case of annulment of
any policy, the action of the board of directors shall be recorded in
the minutes of the meeting of the directors.

Subd. 3. For nonpayment of premium or assessment. The
secretary may, if the bylaws of the company so provide, suspend or
cancel any policy for the nonpayment of premium or assessment
after giving not less than ten days' written notice to the insured, by
registered or certified mail, to the last known address of the insured,
and to any mortgagee to whom the policy is made payable.

Sec. 19. [67A.19] Joint or partial risks. Township mu-
tual fire insurance companies may issue joint or partial risks in con-
junction with adjoining companies of the same class and, in this
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case, they are not confined to the townships in which they are other-
wise authorized to do business; but no such insurance of a joint or
partial risk shall be valid or binding upon the company insuring the
same until approved by all the companies holding prior risks on the
property so insured, and the total amount of the joint insurance on
any one piece of property shall in no case exceed the total per-
centage of its value for which the property is insurable by the com-
pany.

Sec. 20. [67A.20] Reinsurance. Subdivision 1.
Among themselves. Township mutual fire insurance companies
may enter into reinsurance agreements with other township mutual
fire insurance companies and reinsure a portion of any risk with
these companies. In these cases they shall not be confined to the ter-
ritory in which they are writing direct business.

Subd. 2. With reinsurance association. Any township mu-
tual fire insurance company may become a member of a reinsurance
association, such as provided for under sections 40 to 44 of this
article, for the purpose of reinsuring any part or all of any risk or
risks written by it.

Sec. 21. [67A.21] Consolidation, merger. Two or more
township mutual fire insurance companies which have been or may
hereafter be authorized to transact the business of insurance upon
insurable property as herein authorized may consolidate or merge as
provided herein.

To effect this consolidation or merger, it shall be necessary:

(1) That the board of directors or managing body of each
of the corporations pass a resolution to the effect that the consolida-
tion or merger is advisable and containing the proposed name of
the corporation, as consolidated or merged, its principal office, and
the names of its first board of directors and officers;

(2) That a special meeting of the 'policyholders of each of
the corporations shall be held, a notice of which meeting shall be
mailed to each of the policyholders thereof at least 30 days prior
to the holding thereof, and which notice shall embody the resolution
adopted by the board of directors, as provided in clause (1);

(3) That a majority of the policyholders of each of the cor-
porations present or represented at these special meetings shall, by
resolution, approve and ratify the action of the directors, as pro-
vided for in clause (1);

(4) That the proceedings and resolutions be filed with the
commissioner and approved of by him; and
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(5) Complete copies of the proceedings, certified to by the
president and secretary of the respective corporations, shall be filed
with the register of deeds of the counties in which the company
proposes to transact business.

When full copies of these proceedings have been filed with the
commissioner, which copies shall be certified by the president and
secretary of the respective corporations and duly verified by these
officers, and approved of by him, the consolidation or merger of these
corporations shall be deemed to be complete, and the company so
continuing the business shall be deemed to have fully assumed all of
the obligations, liabilities, and risks and to be the owner of all the
assets of the companies so consolidating or merging.

If this consolidation or merger is made under any new name,
the filing of these proceedings and the approval of same by the com-
missioner shall be sufficient to constitute the consolidated or merged
company a corporation, with all the powers and privileges, and sub-
ject to all the limitations, of a township mutual fire insurance com-
pany under the laws of this state.

Sec. 22. [67A.22] Advance assessments. The direc-
tors of any such company may collect by advance assessments, and
maintain in its treasury, an emergency fund, not exceeding five mills
on a dollar, to the total amount of insurance in force, to be used in
payment of losses and for other purposes for which assessments may
be used.

Sec. 23. [67A.23] Investments, limitations. The direc-
tors may authorize the treasurer to invest any of its funds and ac-
cumulations in the bonds of the United States or of this state, or any
county, city, town, or village, or duly authorized school district there-
in, or in any municipal or civil division of any state, and may loan
upon improved unencumbered real property in this state worth at
least twice the amount loaned thereon, not including buildings, unless
insured by policies payable to and held by the security holder, or
authorize him to deposit any and all sums of money in his hands in
such banks as they may designate.

Sec. 24. [67A.24] Examination. Subdivision 1. Ex-
amination by commissioner. The commissioner, when requested
by five or more members, shall make an examination of the affairs
of any township mutual fire insurance company doing business within
this state, and any such company so examined shall pay the actual
expenses of the person making the examination and the fees pre-
scribed in article I, section 3, subdivision 5.

Subd. 2. Procedure in the event of delinquency. When,
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after examination, the commissioner is satisfied that any such com-
pany has failed to comply with the provisions of sections 1 to 26 of
this article or is exceeding its powers, or is not carrying out its con-
tracts in good faith; or is transacting business fraudulently, or is in
such condition as to render further proceedings hazardous to the
public or its policyholders, he may proceed under the provisions of
section 4 of article I.

Sec. 25. (67A.25] Reference to Laws 1909, Chapter 411.
Subdivision 1. What companies may come under Laws 1909,
Chapter 411. Any township mutual fire insurance company here-
tofore organized may exercise, after the passage of Laws 1909, Chap-
ter 411, all of the rights conferred thereby that are within the powers
and privileges of its certificate or articles of incorporation, or it may
be reincorporated thereunder. No such company already organized
shall be required to reincorporate thereunder in order to avail itself
of the privileges thereof.

Every township mutual fire insurance company now doing busi-
ness in this state shall have the right to continue transacting such
business until the first day of March succeeding the passage thereof;
and, if the commissioner is satisfied that the company is transacting
its business in accordance therewith, he shall on the first day of each
succeeding March issue a license to the company authorizing it to
transact business until the first day of March following the date of
the license.

Subd. 2. Application of JLaws 1909, Chapter 411. Except
as therein provided, all township mutual fire insurance companies
heretofore or hereafter organized in this state shall be governed by
Laws 1909, Chapter 411, as amended, and excluded from all pro-
visions of the insurance laws of this state, not only in governmental
relations with the state, but for every other purpose, and no law
heretofore or hereafter passed shall apply to the company unless it
shall be expressly designated in the law that it is applicable to town-
ship mutual fire insurance companies.

Sec. 26. [67A.26] Penalties. Subdivision 1. Fraudulent
statements. Any person, officer, or member who shall knowingly
or wilfully make any false or fraudulent statement or representa-
tion in reference to any application for membership under article 8,
sections \ to 26, or any false or fraudulent statement as to the trans-
actions or condition of the company of which he is a member or of-
ficer, shall be guilty of a misdemeanor; and upon conviction thereof,
punished by a fine of not more than $100 or by imprisonment in the
county jail for not more than 90 days, in the discretion of the court.

Subd. 2. Noncompliance by officers or employees. Any of-
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ficer of any such company, or employee thereof, who shall neglect
or refuse to comply with, or violates any of the provisions of sec-
tions 1 to 26 of this article, shall be guilty of a misdemeanor; and,
upon conviction thereof, punished by a fine of not more than $100,
or by imprisonment in the county jail for not more than 90 days in the
discretion of the court.

Fanners Mutual Fire Insurance Companies

Sec. 27. [67A.27] Scope. Sections 27 to 39 of this ar-
ticle are limited to such companies as are now in existence. No such
companies shall hereafter be formed.

Sec. 28. [67A.28] Number of members and property re-
quired, territory and types of insurance. The incorporators of a
farmers mutual fire insurance company shall not be less than 25 in
number and owning in the aggregate movable farm property worth
at least $50,000, located anywhere in this state. Such company may
insure like property anywhere in this state against the perils of fire,
lightning, explosion, riot, riot attending a strike, civil commotion, air-
craft, vehicles, and smoke.

Sec. 29. [67A.29] Government Subdivision 1. Board
of directors and officers. Every company so formed shall choose
of their number not less than five, nor more than nine, directors to
manage the affairs of the company, who shall hold their office for
such period as may be fixed by the bylaws of the company not ex-
ceeding three years and until their successors are elected and have
qualified; and these directors shall choose one of their number presi-
dent, one vice-president, and one secretary; they shall choose a treas-
urer, who may or may not be a member of the board, but shall be
a member of die company. The articles of incorporation of the com-
pany may provide that the president, the vice-president, the secretary,
and the treasurer may be chosen by the direct vote of the members
at the annual meeting. In this case, the election of these persons as
president, vice-president, and secretary shall constitute them members
of the board of directors and the remaining members of the board
shall be elected as provided in subdivision 1.

Subd. 2. Treasurer, bonded. The treasurer shall give bond
to the company in such sum as the directors shall determine, to be
approved by the president and the secretary.

Subd. 3. Investments. The directors may authorize the
treasurer to loan on first real estate securities such sums of money in
his hands as they may determine, or authorize him to deposit any or
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all sums of money in his hands as such treasurer in such banks as
they may designate.

Sec. 30. [67A.30] Applications and binders. Subdivi-
sion I. Acceptance. The president and the secretary of the
company may accept all applications and sign and issue policies
agreeing, in the name of the company, to pay all losses and dam-
ages, not exceeding the sums named in the policies, sustained to
property authorized to be insured in section 31 for the term therein
specified, and every application for insurance made to any authorized
officer or agent, until refused by the proper officer, shall be of the
same force and effect as a regularly issued policy and contract of
insurance and, from the time of its receipt by an officer or agent,
the property specified in the application shall be deemed insured in
the same manner and to the same extent as if covered by a regular
policy issued according to law and the regulations of the company.

Subd. 2. Members must adopt binder plan. There shall be
no liability on the application against any company that has not at
any annual or special meeting by proper resolution adopted the plan
of making these applications of equal force and effect with regularly
issued policies.

Subd. 3. Cash premium and agreement to assessment. Be-
fore the delivery of any policy the company shall collect the regu-
lar cash premium and policy fee and take the written agreement of
the insured, of even date therewith, which shall be embodied in his
application, to pay a pro rata share of losses or damages sustained
by any member. The same shall be kept on file with the secretary.

Sec. 31. [67A.31] Insurable property. Subdivision 1.
Insurable property in rural areas. Farmers mutual fire insurance
companies may insure dwellings and their contents, farm buildings
and their contents, livestock, farm machinery, automobiles, country
store buildings and the household goods therein, threshing machines,
farm produce anywhere on the premises, churches and their con-
tents, school houses and their contents, society and town halls and
their contents, country blacksmith shops and country garages and
their contents, country locker plants and their contents, parsonages
and their contents and the barns and contents used in connection
therewith, creameries, cheese factories and their equipment and con-
tents and respective operators' dwelling houses and contents and
barns and contents used in connection therewith.

Subd. 2. Insurable property in cities or villages. They may
also insure churches and dwellings, together with the usual outbuild-
ings and the usual contents of both those dwellings and churches and
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outbuildings, in any city, village, and borough of 2,750 or less in-
habitants.

Subd. 3. County poor farm. They may also insure any
county poor farm together with contents and such personal property
as is used in connection therewith, and which real property, con-
tents and personal property are situated in the county wherein these
farmers mutual fire insurance companies are operating; provided,
when at a duly called special or annual meeting of the policyholders
it shall be duly decided by them by a majority vote to do so.

Subd. 4. County fair buildings. Any such company is
hereby authorized to insure county fair buildings whether the same
are situated either within or without the limits of a duly incorporated
village or city.

Subd. 5. What may not be insured; property outside desig-
nated territory. No farmers mutual fire insurance company shall
insure any property except that specifically authorized under section
31 nor any such property outside of the state of Minnesota, except
personal property temporarily outside of the authorized territory.

Subd. 6. What may not be insured; exceptions. Otherwise
than as herein provided, no such company shall insure any property
within the limits of any city or village except that located upon
lands actually used for farming or gardening purposes.

Sec. 32. [67A.32] Policy term. The term of policies
issued by farmers mutual fire insurance companies shall not exceed
five years.

Sec. 33. [67A.33] Joint or partial risks. A farmers
mutual fire insurance company may issue joint or partial risks in
conjunction with companies of the same class; but no such insurance
of a joint or partial risk shall be valid or binding upon the company
insuring the same until approved by all the companies holding prior
risks on the property so insured, and the total amount of joint in-
surance on any one piece of property shall in no case exceed the
total percentage of its value for which the property is insurable by
the company.

Sec. 34. [67A.34] Classification of property. Every
such company may classify property insured under different rates,
corresponding as nearly as possible to the greater or less risk from
fire by reason of location or construction, and issue its policies in
accordance with such differences.

Sec. 35. [67A.35] Nonresident members. Nonresidents
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owning property in the state of Minnesota may become members,
with all rights except eligibility to office.

Sec. 36. [67A.36] Losses. Subdivision 1. Procedure
in case of loss. Every member sustaining loss or damage by named
perils shall immediately notify the secretary, who, if the claim ex-
ceeds $300, may forthwith convene the directors. The directors shall
appoint a committee of three members, of which the secretary shall
be one, to ascertain the amount of the loss, with authority to ex-
amine witnesses, to whom the secretary is hereby authorized to ad-
minister oaths. When the bylaws so provide, he may act in place of,
and with all the authority of, the committee; and when the claim
does not exceed $300, the loss may be ascertained by the president
and secretary, or either, with like authority.

Subd. 2. Arbitration. If the parties cannot agree upon the
damages, the insured may apply to a judge of the district court of
the county, who may appoint three disinterested persons, who shall
make an award which shall be final, and deliver the same to the
company.

Subd. 3. Assessments. When any loss shall be ascertained
which exceeds in amount the cash funds of the company, the sec-
retary, or, in his absence, the president, shall convene the directors,
who shall levy an assessment upon each policyholder for the propor-
tionate amount which he should pay to cover this excess; or the
company may borrow not to exceed two mills on each dollar of in-
surance written by it and then in force, and from that fund pay
these losses, and afterwards levy assessments to pay the loans. If
the fund for the payment of expenses is insufficient, the amount of
the deficiency may be added to any assessment.

Sec. 37. [67A.37] Termination of membership. Subdi-
vision 1. By member. Membership may be terminated at any
time by giving written notice to the secretary and paying the with-
drawing members' share of all existing claims.

Subd. 2. By company. Membership may also be termi-
nated by the annulment of any policy by a majority of the directors
and written notice thereof to the holder.

Subd. 3. Record. In either case the secretary shall record
the same in a separate book.

Sec. 38. [67A.38] Annual meeting. The annual meet-
ing shall be held before July first each year and the annual report
shall then be read in full and within 30 days thereafter filed with the
commissioner.
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Sec. 39. [67A.39] Emergency fund. The directors of
any such company may collect, by advance assessment and maintain
in its treasury an emergency fund, not exceeding two mills on a
dollar of the total amount of insurance in force, to be used in pay-
ment of losses and for other purposes for which assessments may
be used.

Mutual Reinsurance or Guarantee Associations

Sec. 40. [67A.40] Subdivision 1. Organization and
purpose. Not less than six duly licensed township mutual fire in-
surance companies or farmers mutual fire insurance companies may
organize a mutual association for the purpose of reinsuring any part
or all of any risk or risks, written by any of the member companies.

Subd. 2. Articles of incorporation, contents and filing. The
incorporation of this association shall be effected by filing with the
commissioner and with the secretary of state a certificate of incor-
poration duly executed and acknowledged by the companies form-
ing the association, these companies having been first duly author-
ized, by resolution duly adopted at a regular annual meeting, or at
a special meeting called for that purpose, which certificate shall state,
in substance, such facts as are required to be stated in certificates of
incorporation by the general corporation laws of this state and shall
have first been approved by the commissioner.

Subd. 3. Corporate powers. In addition to the powers
conferred by sections 40 to 44 of this article, every such association
shall have the power to reinsure any part or all of any risk or risks
assumed by it, and every such association shall have the corporate
powers which are granted to corporations under the general corpora-
tion laws of this state.

Subd. 4. Perpetual existence. The corporate existence of
any such association may be made perpetual by so providing in its
articles of incorporation.

Subd. 5. Directors. The directors of the association shall
be chosen from the officers of its members.

Subd. 6. Bylaws. The board of directors at its first meet-
ing shall adopt bylaws, which shall be filed with the commissioner
and shall not be effective until approved by him.

Sec. 41. [67A.41] Premiums and assessments. Mem-
ber companies of any such association shall each year pay to the
treasurer thereof such assessments as shall be fixed or authorized by
the board of directors of the association, which assessments shall be
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based upon the amount of insurance of each of its member com-
panies during the calendar year ending December 31st next pre-
ceding. The individual members of the member companies shall be
subject to assessment in case the funds of the member companies
are insufficient to pay any assessment made by the association to the
same extent and in the same manner as though the assessment by the
association were to cover a loss for which the member company was
liable.

Sec. 42. [67A.42] Withdrawal by members. Any mem-
ber of the association may withdraw from membership upon giving
90 days' notice of its intention so to do when the withdrawal has
been authorized by a majority vote of its members present and vot-
ing at a regular meeting or a special meeting called for that purpose.
This withdrawal shall not in any way affect its liability to con-
tribute to any losses or expenses which may have been incurred prior
to the time of withdrawal.

Sec. 43. [67A.43] Commissioner of insurance. Subdi-
vision 1. To have supervision. The certificate of incorpora-
tion and bylaws, forms of contracts and policies adopted or issued
by every such association, and the general conduct of its affairs shall
be subject to the general supervision and jurisdiction of the commis-
sioner, and the commissioner, when requested by five or more mem-
bers of the association, shall make an examination of the affairs
thereof at the expense of the association. Farmers and township re-
insurance or guaranty associations shall be subject to the provisions
of section 4 of article I.

Subd. 2. Filing of annual statement and license required.
Every such association shall file with the commissioner the annual
statement and procure the certificate of authority as required by law
pertaining to insurance companies.

Subd. 3. Fees to be paid. There shall be paid by the as-
sociation to the commissioner and by him accounted for and paid
into the state treasury the following fees:

(1) For filing certificate of incorporation or amendments
thereto, $5;

(2) For filing annual statements, $7.50;

(3) For each annual certificate of authority, $7.50;

(4) For filing bylaws and amendments thereto, $5.

Sec. 44. [67A.44] Commissioner defined. As used in
all parts of this article the word "commissioner" shall mean the
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commissioner of insurance of the state of Minnesota and, in his
absence or disability, his deputy or other person duly designated to
act in his place.

Sec. 45. Minnesota Statutes, 1965, Sections 67.01 to 67.54
are repealed.

ARTICLE IX

Title Insurance Companies

Section 1. [68A.01] Real estate title insurance compa-
nies. Subdivision 1. Minimum capital. The capital stock of
every real estate title insurance company shall not be less than
$200,000.

Subd. 2. Guaranty fund and investment thereof. Before is-
suing any policy or other contract of guaranty or insurance, it shall
set apart and keep separate not less than two-fifths of its capital
stock and not less than $100,000 in any case, as a guaranty fund,
and invest the same according to law. Two-fifths of every increase
of its capital stock shall be likewise added to this fund so that the
same shall always be at least two-fifths of its entire capital stock
and it shall make no contract of guaranty or insurance when it is
less.

Subd. 3. Deposit of guaranty fund. The securities in
which the guaranty fund is invested shall be duly deposited with the
commissioner and his certificate thereof procured, as provided by
law. This deposit shall be maintained unimpaired and the principal
of the fund shall be applied only to the payments of losses and ex-
penses by reason of its guaranty and insurance contracts, with the
right to the company to collect the income thereof and to substitute
other like securities of equal amount and value from time to time.

Subd. 4. Investment of other funds. After the investment
of such portion of its capital stock as hereinbefore provided and the
deposit of the securities in its guaranty fund as aforesaid the re-
mainder of its capital stock and funds may be invested in such se-
curities, records, abstract plants, and equipment as the board of di-
rectors or the board of trustees of the company shall determine to
be suitable for the transaction of its business.

Subd. 5. Other powers. In addition to the powers now
possessed, these companies are authorized to make abstracts of title
to real property for compensation.

Sec. 2. [68A.02] Unearned premium reserve. Upon
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issuance of each contract of title insurance issued on or after Janu-
ary 1, 1964, by a domestic real estate title insurance company, there
shall be reserved initially a sum equal to ten percent of the original
premium charged therefor. At the end of each calendar year follow-
ing the year in which the contract of title insurance is issued, there
shall be a reduction in the sum so reserved in the amount of one-
twentieth of such sum. On any contract of title insurance issued
prior to January 1, 1964, by a domestic real estate title insurance
company, a reserve shall be set up on January 1, 1964, and there-
after maintained in such sum as would have been required if the
foregoing requirements with respect to title insurance reserves had
existed at and after the date of the contract of title insurance. Such
sums herein required to be reserved shall at all times and for all
purposes be considered and constitute unearned portions of the origi-
nal premiums on such contracts of title insurance, shall be charged
as a reserve liability of the real estate title insurance company in
determining its financial condition, and, for the purpose of applying
the provisions of article I, section 23, subdivision 4, shall be deemed
to constitute the whole amount of the premiums on the unexpired
risks of such real estate title insurance company.

Sec. 3. Repealer. Minnesota Statutes 1965, Sections 68.01
to 68.10 are repealed.

ARTICLE X

Rate Regulations, Penalties

Section 1. [70.741] Penalties. Subdivision 1. Viola-
tion; wilful violation. The commissioner may, if he finds that any
person or organization has violated any provision of Minnesota
Statutes 1965, Sections 70.35 to 70.73, 70.75, or this section, im-
pose a penalty of not more than $50 for each such violation, and if
he finds such violation to be wilful he may impose a penalty of not
more than $500 therefor. Such penalties may be in addition to any
other penalty provided by law.

Subd. 2. Suspension of license. The commissioner may
suspend the license of any rating organization or insurer which fails
to comply with any order made by him within the time limited by
such order, or any extension thereof which he may grant. He shall
not suspend the license of any rating organization or insurer for
failure to comply with an order until the time prescribed for an ap-
peal therefrom has expired or, if an appeal has been taken, until the
order has been affirmed. He may determine when a suspension of
license shall become effective and that suspension shall remain in
effect for the period fixed by him, unless he modifies or rescinds it,
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or until the order upon which it is based is modified, rescinded or
reversed.

Subd, 3. Penalty imposed by written order. No penalty
shall be imposed, and no license shall be suspended or revoked, ex-
cept upon a written order of the commissioner, stating his findings,
made after a hearing held upon not less than ten days written notice
to the person or organization to be affected thereby, specifying the
alleged violation or ground of suspension or revocation.

Subd, 4. Section 1 of this article shall be deemed a part of
Minnesota Statues, Chapter 70.

Sec. 2. Minnesota Statutes 1965, Sections 70.50 and 70.74
are repealed.

ARTICLE XI

Reciprocals or Interinsurance Exchange

Section 1. [71A.01] Powers. Subdivision 1, Contracts
—excepted risks. Individuals, partnerships, and corporations, pub-
lic or private, of this state, hereby designated subscribers, are hereby
authorized to exchange reciprocal or interinsurance contracts with
each other, or with individuals, partnerships, and corporations, pub-
lic or private, of other states and countries, providing indemnity
among themselves for any loss which may be insured against under
other provisions of the laws, excepting life and ocean marine in-
surance.

Subd. 2. Attorney-in-fact. These contracts may be exe-
cuted by an attorney, agent, or other representative, herein desig-
nated attorney, duly authorized and acting for such subscribers.

Sec. 2. [71A.02] Requirements—limitations. Subdivi-
sion 1. Certificate of authority. Each attorney by or through
whom are issued any policies of or contracts for indemnity of the
character referred to in this article shall procure from the commis-
sioner annually a certificate of authority stating that all the require-
ments of this article have been complied with and, upon such com-
pliance and the payment of the fees required, the commissioner
shall issue this certificate.

Subd. 2. Filing with commissioner. The subscribers so
contracting among themselves shall, through their attorney, file with
the commissioner a declaration, verified by the oath of the attorney,
setting forth:

(1) The name or title of the office at which the subscribers
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propose to exchange these indemnity contracts, which shall not be so
similar to any other name or title previously adopted by a similar
organization or by any insurance corporation or association as in the
opinion.of the commissioner is calculated to result in confusion or
deception;

(2) The kind or kinds of insurance to be effected or ex-
changed;

(3) A copy of the form of policy contract or agreement
under or by which the insurance is to be effected or exchanged;

(4) A copy of the form of power of attorney or other au-
thority of the attorney under which the insurance is to be effected or
exchanged;

(5) The location of the office or offices from which these
contracts or agreements are to be issued;

(6) That applications have been made for indemnity upon
at least 100 separate risks aggregating not less than $1,500,000,
as represented by executed contracts or bona fide applications, to
become concurrently effective, or, in case of liability or compensa-
tion insurance covering a total payroll of not less than $1,500,000;

(7) That there is on deposit with this attorney and avail-
able for the payment of losses a sum of not less than $25,000. In
case of employers* liability or workmen's compensation insurance or
liability insurance covering damage to persons or property of others
by automobiles not used as carriers of passengers for hire, that there
is on deposit with the attorney and available for the payment of
losses a sum of not less than $75,000.

In the case of liability insurance covering damage to persons or
property of others by automobiles engaged as carriers of passengers
for hire, the subscribers to these contracts shall have on deposit
with this attorney and available for the payment of losses not less
than $100,000.

Subd. 3. Commissioner as agent for service. Concurrently
with the filing of the declaration provided for by the terms of sub-
division 2, the attorney shall file with the commissioner an instru-
ment in writing executed by him for the subscribers, conditioned that
upon the issuance of the certificate of authority provided for in sub-
division 1, service of process may be had upon the commissioner in
all suits in this state arising out of these policies, contracts, or agree-
ments, which service shall be valid and binding upon all subscribers
exchanging at any time reciprocal or interinsurance contracts' through
such attorney. Three copies of the process shall be served and the
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commissioner shall file one copy, forward one copy to the attorney,
and return one copy with his admission of service.

Subd. 4. Maximum indemnity. There shall be filed with
the commissioner by such attorney a statement under his oath show-
ing the maximum amount of indemnity upon any single risk, and
such attorney shall, when and as often as the same shall be required,
file with the commissioner a statement verified by his oath to the ef-
fect that he has examined the commercial rating of these subscribers,
as shown by the reference book of a commercial agency having at
least 100,000 subscribers, and that from this examination or from
other information in his possession it appears that no subscriber has
assumed on any single risk an amount greater than ten percent of
the net worth of the subscriber.

Sec. 3. [71A.03] Unearned premium reserve. Subdivi-
sion 1. How calculated. There shall at all times be maintained
as a reserve a sum, in cash or convertible securities, equal to 50 per-
cent of the net annual deposits collected and credited to the accounts
of the subscriber on policies in force having one year or less to run
and pro rata on those for longer periods. Net annual deposits shall
be construed to mean the advance payments of subscribers after de-
ducting therefrom the amounts specifically provided in the subscrib-
ers' agreements for expenses.

Subd. 2. Minimum reserve. These sums shall at no time
be less than $25,000 and, if at any time, 50 percent of the deposits,
so collected and credited, shall not equal that amount, the subscrib-
ers shall make up any deficiency.

Sec. 4. [71A.04] Taxes. Subdivision 1. Premium
tax. The attorney-in-fact, in lieu of all taxes, state, county, and
municipal, shall pay to the state with the filing of each annual re-
port on or before March 1 as an annual license fee two percent of
the gross premiums or deposits for the preceding calendar year, de-
ducting all amounts returned to subscribers or credited to their ac-
counts.

Subd. 2. Penalties. If unpaid March 1, annually, a pen-
alty of ten percent shall accrue thereon and thereafter such sum and
penalty shall draw interest at the rate of one percent per month until
paid.

Sec. 5. [71A.05] Reports—examination. Subdivision 1.
Annual report. The attorney-in-fact shall make a report to the
commissioner for each calendar year on the first day of March
showing the financial condition of affairs at the office where the con-
tracts are issued and furnish such additional information and reports
as may be required.
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The attorney-in-fact shall not be required to furnish the names
and addresses of any subscribers nor the loss ratio.

Subd. 2. Examination. The business affairs and assets of
these organizations shall be subject to examination by the commis-
sioner.

Sec. 6. [71A.06] Exchange of contracts. Subdivision 1.
Extension of corporate powers. Any corporation now or here-
after organized under the laws of this state shall, in addition to the
rights, powers, and franchises specified in its articles of incorporation,
have full power and authority to exchange insurance contracts of
the kind and character herein mentioned. The right to exchange these
contracts is hereby declared to be incidental to the purposes for
which die corporations are organized and is as much granted as the
rights and powers expressly conferred.

Subd. 2. Public corporations. Public corporations may
exchange reciprocal or interinsurance contracts only when the is-
suing exchange has a surplus of $300,000 or more and said con-
tracts are issued without contingent liability.

Sec. 7. [71A.07J Effect of chapter; exclusiveness. Ex-
cept as herein provided, no law of this state shall apply to the ex-
change of these indemnity contracts unless such law specifically re-
fers to reciprocals or interinsurance exchanges.

Sec. 8. [71A.08] Violations and penalties. Subdivision
1. Attorney-in-fact. Any attorney who shall, except for the pur-
pose of applying for a certificate of authority as provided in this
article, exchange any contracts of indemnity of the kind and char-
acter specified in this article, or directly or indirectly solicit or ne-
gotiate any applications for same without first complying with the
provisions of this article, is guilty of a misdemeanor; and upon con-
viction thereof shall be subjected to a fine of not less than $100 nor
more than $1,000.

Subd. 2. Exchange. In case of the failure of any such re-
ciprocal or interinsurance exchange to comply with any of the pro-
visions of this article, it shall be the duty of the commissioner to
immediately declare its license revoked, or proceed under sections 4
or 5 of article I, and, in case of such revocation, the reciprocal or
interinsurance exchange shall not be again licensed to transact busi-
ness in this state for the period of one year from the date of the
revocation.

Sec. 9. Repealer. Minnesota'Statutes 1965, Sections 71.16
to 71.31 are repealed.
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ARTICLE XH

Prohibitions; Penalties; Regulation oE Trade Practices;

Unauthorized Insurers False Advertising Process Act.

Scope

Section 1. [72A.01] Scope. This article includes cer-
tain prohibitions and penalties. Other prohibitions and penalties may
be found in other articles of this act and other state laws,

Prohibitions and Penalties in General

Sec. 2. [72A.02] Violations as to policies of insurance.
Every company, and every officer and agent of any company, mak-
ing, issuing, delivering, or tendering any policy of insurance of any
kind, or directing any of the same to be done, in wilful violation of
any of the provisions of law, for a first offense, shall be guilty of
a misdemeanor, and for each subsequent offense, of a gross misde-
meanor; and, in addition to all other penalties prescribed by law,
every company issuing any such policy shall be disqualified from
doing any insurance business in this state until the payment of all
fines imposed and for one year thereafter.

Sec. 3. [72A.03] Agent of insurer; procuring premiums
by fraud. Every insurance agent who acts for another in negoti-
ating a contract of insurance by an insurance company shall be
held to be the company's agent for the purpose of collecting or se-
curing the premiums therefor, whatever conditions or stipulations
may be contained in the contract or policy. When any such agent by
fraudulent representations procures payment, or an obligation for
the payment, of an insurance premium he shall be guilty, for the
first offense, of a misdemeanor, and for each subsequent offense, of
a gross misdemeanor.

Sec. 4. [72A.04] False statements in application. Ev-
ery solicitor, agent, examining physician, or other person who know-
ingly or wilfully makes a false or fraudulent statement in, or relative
to, any application for insurance or membership for any purpose
shall be guilty of a gross misdemeanor.

Sec. 5. [72A.05] Failure to make report or comply with
law. Every officer and agent of any insurance company required
to make any report or perform any act who shall neglect or refuse
to comply with such requirement, and every agent, solicitor, or col-
lector of the corporation in this state who fails or neglects to procure
from the commissioner a certificate of authority to do such busi-
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ness, or who fails or refuses to comply with, or violates, any provi-
sion of the insurance law, shall be guilty, for the first offense, of a
misdemeanor, and for each subsequent offense, of a gross misde-
meanor.

Sec. 6. [72A.06] Failure to file annual statement; sus-
pension of license; false statement; penalties. The license and au-
thority of any insurance company licensed and authorized to do busi-
ness in this state which neglects to file its annual statement in the
form prescribed and within the time specified by law may in the dis-
cretion of the commissioner be suspended during the time the com-
pany may be so in default. Any company which shall write any new
business in this state while its license is so suspended and after it
shall have been notified by the commissioner by a notice mailed to
the home office of the company that its license has been suspended
shall forfeit to the state the sum of $25 for each contract of insur-
ance entered into by it after being so notified that its license and
authority have been so suspended. The notification shall be mailed
by registered letter and deemed to have been received by the com-
pany at its home office in the usual course of the mails. Any insur-
ance company wilfully making a false annual or other required
statement shall forfeit $500 to the state. Either or both of these for-
feitures may be recovered in a civil action brought by and in the
name of the state and the money recovered shall be paid into the
state treasury.

Sec. 7. [72A.07] Violations of laws relating to agents,
penalties. Any person, firm, or corporation violating, or failing to
comply with, any of the provisions of Article I, section 17 and any
person who acts in any manner in the negotiation or transaction of
unlawful insurance with an insurance company not licensed to do
business in the state, or who, as principal or agent, violates any pro-
vision of law relating to the negotiation or effecting of contracts of
insurance, shall be guilty of a misdemeanor. The duty of a strict
observance and enforcement of this law and prosecution for any
violation thereof is hereby expressly imposed upon the commissioner
of insurance, and upon the filing of a complaint in a court of com-
petent jurisdiction against any person violating any provisions of
this section, it shall be the duty of the county attorney of the county
in which the violation occurred to prosecute such person. Upon the
conviction of any agent or solicitor of any violation of the provisions
of Article I, section 17, the commissioner shall suspend the authority
of such agent or solicitor to transact any insurance business within
the state for a period of not less than three months. Any insurer
employing an agent and failing to procure a license, as required by
Article I, section 17, or permitting such agent to transact business
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for it within the state before such license has been procured, shall
pay the commissioner, for the use of the state, a penalty of $25 for
each offense; and, in the event of failure to pay the penalty within
ten days after notice from the commissioner, the authority of the
insurer to do business in this state shall be revoked by the commis-
sioner until the penalty is paid, and no insurer shall be readmitted
until it shall have complied with all the terms and conditions im-
posed for admission in the first instance; provided, that any action
taken by the commissioner under the provisions of this section shall
be subject to review by the district court of the county in which the
office of the commissioner is located.

Sec. 8. [72A.08] Laws against rebate. Subdivison 1.
Rebate defined and prohibited. No insurance company or associ-
ation, however constituted or entitled, doing business in this state,
nor any officer, agent, subagent, solicitor, employee, intermediary, or
representative thereof, shall make or permit any advantage or dis-
tinction in favor of any insured individual, firm, corporation, or as-
sociation with respect to the amount of premium named in, or to be
paid on, any policy of insurance, or shall offer to pay or allow di-
rectly or indirectly or by means of any device or artifice, as induce-
ments to insurance, any rebate or premium payable on the policy,
or any special favor or advantage in the dividends or other profit
to accrue thereon, or any valuable consideration or inducement not
specified in the policy contract of insurance, or give, sell, or pur-
chase, offer to give, sell or purchase, as inducement to insure or in
connection therewith, any stocks, bonds, or other securities of any
insurance company or other corporation, association, partnership, or
individual, or any dividends or profits accrued or to accrue thereon,
or anything of value, not specified in the policy.

Subd. 2. Insured prohibited from receiving rebates. No
person shall receive or accept from any such company or associa-
tion, or from any of its officers, agents, subagents, solicitors, em-
ployees, intermediaries, or representatives, or any other person any
such rebate of premium payable on the policy, or any special favor
or advantage in the dividends or other financial profits accrued or to
accrue, thereon, or any valuable consideration or inducement not
specified in the policy of insurance. No person shall be excused from
testifying, or from producing any books, papers, contracts, agree-
ments, or documents, at the trial of any other person, copartner-
ship, association, or company charged with violation of any provi-
sion of this section on the ground that the testimony or evidence
may tend to incriminate; but no person shall be prosecuted for any
act concerning which he shall be compelled to so testify or produce
evidence, documentary or otherwise, except for perjury committed in
so testifying.
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Subd, 3. Penalty for rebate. Any company, association, or
individual violating any provisions of this section, whether the vio-
lation be in the giving or accepting of anything herein prohibited,
shall be punished by a fine of not less than $60 nor more than $200.

Subd. 4. Exceptions. The provisions of this section shall
not apply to any policy procured by officers, agents, subagents, em-
ployees, intermediaries, or representatives wholly and solely upon
property of which they are, respectively, the owner at the time of
procuring the policy, where the officers, agents, subagents, employ-
ees, intermediaries, or representatives are, and have been for more
than six months prior to the issuing of the policy, regularly employed
by, or connected with, the company or association issuing the policy;
and any life insurance company doing business in this state may is-
sue industrial policies of life or endowment insurance, with or with-
out annuities, with special rates of premiums less than the usual
rates of premiums for these policies, to members of labor organiza-
tions, credit unions, lodges, beneficial societies, or similar organiza-
tions, or employees of one employer, who, through their secretary or
employer, may take out insurance in an aggregate of not less than
50 members and pay their premiums through the secretary or em-
ployer.

Sec. 9- [72A.09] Violations where offense is not specifi-
cally designated. Whoever violates any provision of the insurance
law where the nature of the offense is not specifically designated
herein shall be guilty, for the first offense, of a misdemeanor, and
for each subsequent offense, of a gross misdemeanor.

Sec. 10. [72A.10] Failure to appear or obstructing com-
missioner. Whoever without justifiable cause neglects, upon due
summons, to appear and testify before the commissioner, or obstructs
the commissioner, or deputy or assistant commissioner, in his ex-
amination of an insurance company, shall be guilty, for the first of-
fense, of a misdemeanor, and for each subsequent offense, of a gross
misdemeanor.

Sec. 11. [72A.I 1] Complainant entitled to one-half of
fine in certain cases. The person, other than the commissioner,
or deputy or assistant commissioner, upon whose complaint a con-
viction is had for violation of the law prohibiting insurance in or
by foreign companies not authorized to do business in this state,
shall be entitled to one-half the fine recovered upon sentence there-
for.

Sec. 12. [72A.12] Life insurance. Subdivision I. Is-
sue of prohibited life policies. Every officer or agent of a life in-
surance company who shall issue any policy in violation of any order
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or other prohibition by the commissioner made pursuant to law,
shall be guilty, for the first offense, of a misdemeanor, and for each
subsequent offense, of a gross misdemeanor.

Subd. 2. Misrepresentation by insurer or agent. No life
insurance company doing business in this state, and no officer, di-
rector or agent thereof, shah" issue or circulate, or cause or permit
to be issued or circulated, any estimate, illustration, circular or state-
ment of any sort misrepresenting the terms of any policy issued by it
or the benefits or advantages promised thereby, or the dividends or
shares of surplus to be received thereon, or shall use any name or
title of any policy or class of policies misrepresenting the true nature
thereof.

Any person violating the provisions of this subdivision shall be
guilty of a misdemeanor, and the license of any company which
shall authorize or permit a violation of this subdivision shall be re-
voked.

Subd. 3. Discrimination in accepting risks. No life insur-
ance company or agent, all other conditions being equal, shall make
any discrimination in the acceptance of risks, in rates, premiums,
dividends, or benefits of any kind, or by way of rebates, between
persons of the same class, or on account of race; and upon re-
quest of any person whose application has been rejected, the com-
pany shall furnish him, in writing, the reasons therefor, including a
certificate of the examining physician that such rejection was not for
any racial cause: Every company violating either of the foregoing
provisions shall forfeit not less than $500, nor more than $1,000,
and every officer, agent, or solicitor violating the same shall be guilty
of a gross misdemeanor; and the commissioner shall revoke the li-
cense of such company and its agents, and grant no new license
within one year thereafter.

Subd. 4. Discrimination; rebates. No life insurance com-
pany doing business in this state shall make or permit any distinc-
tion or discrimination in favor of individuals between insurants of
the same class and equal expectation of life in the amount or pay-
ment of premiums or rates charged for policies of life or endowment
insurance, or in the dividends or other benefits payable thereon, or
in any other of the terms and conditions of the contracts it makes;
nor shall any such company or agent thereof make any contract of
insurance or agreement as to such contract other than as plainly ex-
pressed in the policy issued thereon; nor shall any such company
or any officer, agent, solicitor, or representative thereof pay, allow
or give, or offer to pay, allow or give, directly or indirectly, as in-
ducement to insurance, any rebate of premium payable on the policy,
or any special favor or advantage in the dividends or other benefits
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to accrue thereon or any paid employment or contract for services
of any kind, or any valuable consideration or inducement whatever
not specified in the policy contract of insurance.

Any violation of the provisions of this subdivision shall be a mis-
demeanor and punishable as such.

Subd. 5. Political contributions prohibited. No insurance
company or association, including fraternal beneficiary associations,
doing business in this state, shall, directly or indirectly, pay or use,
or offer, consent of agree to pay or use, any money or property for
or in aid of any political party, committee or organization, or for or
in aid of any corporation, joint stock or other association organized
or maintained for political purposes, or for or in aid of any
candidate for political office, or for nomination for such office,
or for any political purpose whatsoever, or for reimbursement or in-
demnification of any person for money or property so used. Any
officer, director, stockholder, attorney or agent of any corporation or
association which violates any of the provisions of this section, who
participates in, aids, abets, or advises or consents to any such viola-
tion, and any person who solicits or knowingly receives any money
or property in violation of this section, shall be guilty of a gross mis-
demeanor, and any officer aiding or abetting in any contribution
made in violation of this section shall be liable to the company or
association for the amount so contributed. No person shall be ex-
cused from attending and testifying, or producing any books, papers
or other documents before any court or magistrate, upon any inves-
tigation, proceeding or trial, for a violation of any of the provisions
of this section, upon the ground, or for the reason, that the testi-
mony or evidence, documentary or otherwise, required of him may
tend to incriminate or degrade him; but no person shall be prose-
cuted or subjected to any penalty or forfeiture for or on account of
any transaction, matter or thing concerning which he may so testify
or produce evidence, documentary or otherwise, and no testimony so
given or produced shall be used against him upon any criminal in-
vestigation or proceeding.

Sec. 13. [72A.13] Accident and health insurance. Viola-
tions of certain sections; penalties. Any company, corporation,
association, society, or other insurer, or any officer or agent thereof,
which or who issues or delivers to any person in this state any policy
in wilful violation of the provisions of Article III, sections 1 to 10,
shall be punished by a fine of not more than $100 for each of-
fense, and the commissioner may revoke the license of any company,
corporation, association, society, or other insurer of another state or
country, or of the agent thereof, which or who wilfully violates any
provision of Article III, sections 1 to 10.
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Sec. 14. [72A.14] Automobile insurance. Discrimination
in automobile policies forbidden. No insurance company, or its
agent, shall refuse to issue any standard policy of automobile liabil-
ity insurance or make any discrimination in the acceptance of risks,
in rates, premiums, dividends, or benefits of any kind, or by way of
rebate between persons of the same class, nor on account of race.
Every company or agent violating any of the foregoing provisions
shall be fined not less than $50, nor more than $100, and every of-
ficer, agent, or solicitor violating the same shall be guilty of a mis-
demeanor.

Sec. 15. [72A.15] Penalty for violation of law providing
for insurance in unlicensed companies. Every person licensed to
procure insurance in an unlicensed foreign company who fails to file
the affidavit and statement required in such case or who wilfully
makes a false affidavit or statement shall forfeit his license and be
guilty, for the first offense, of a misdemeanor, and for each subse-
quent offense, of a gross misdemeanor.

Sec. 16. [72A.16] Mutual companies. Subdivision 1.
Unlawful procurement or use of proxy. Every officer or agent of
a domestic mutual insurance company who shall solicit, receive, pro-
cure to be obtained, or use, a proxy vote in violation of any provision
of law shall be guilty of a gross misdemeanor.

Subd. 2. Guaranty against assessment. Every director, of-
ficer, or agent of an insurance company who officially or privately
gives a guaranty to a policyholder thereof against an assessment for
which he would otherwise be liable shall be guilty of a misdemeanor.

Regulation of Trade Practices

Sec. 17. [72A.17] Purpose of sections 17 to 32. The
purpose of sections 17 to 32 is to regulate trade practices in the
business of insurance in accordance with the intent of congress as
expressed in the Act of Congress of March 9, 1945 (Public Law 15,
79th Congress), by defining, or providing for the determination of,
all such practices in this state which constitute unfair methods of
competition or unfair or deceptive acts or practices and by prohibit-
ing the trade practices so defined or determined.

Sec. 18. [72A.18] Definitions. Subdivision 1. Unless
the context clearly indicates otherwise, the following terms, when
used in sections 17 to 32, shall have the meanings, respectively
ascribed to them in this section.

Subd. 2. "Person" means any individual, corporation, asso-
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elation, partnership, reciprocal exchange, interinsurer, Lloyds in-
surer, fraternal benefit society, or any other legal entity, engaged in
the business of insurance, including an agent, a solicitor, or an ad-
juster and for the purposes of sections 31 and 32 "person" shall in
addition mean any person, firm or corporation even though not en-
gaged in the business of insurance.

Sec. 19. [72A.19] Unfair methods and unfair or decep-
tive acts and practices prohibited. No person shall engage in this
state in any trade practice which is defined in sections 17 to 32 as
or determined pursuant to sections 17 to 32 to be an unfair method
of competition or an unfair or deceptive act or practice in the busi-
ness of insurance.

Sec. 20. [72A.20] Methods, acts and practices which are
defined as unfair or deceptive. Subdivision 1. Schedule of un-
fair methods. The following are hereby defined as unfair methods
of competition and unfair and deceptive acts or practices in the
business of insurance:

(1) Misrepresentations and false advertising of policy con-
tracts. Making, issuing, circulating, or causing to be made, issued,
or circulated, any estimate, illustration, circular, or statement mis-
representing the terms of any policy issued or to be issued or the
benefits or advantages promised thereby or the dividends or share
of the surplus to be received thereon, or making any false or mis-
leading statement as to the dividends or share of surplus previously
paid on similar policies, or making any misleading representation or
any misrepresentation as to the financial condition of any insurer,
or as to the legal reserve system upon which any life insurer oper-
ates, or using any name or title of any policy or class of policies
misrepresenting the true nature thereof, or making any misrepresen-
tation to any policyholder insured in any company for the purpose
of inducing or tending to induce such policyholder to lapse, forfeit,
or surrender his insurance.

(2) False information and advertising generally. Making,
publishing, disseminating, circulating, or placing before the public,
or causing, directly or indirectly, to be made, published, dissemi-
nated, circulated, or placed before the public, in a newspaper,
magazine, or other publication, or in the form of a notice, circular,
pamphlet, letter, or poster, or over any radio station, or in any other
way, an advertisement, announcement, or statement, containing any
assertion, representation, or statement with respect to the business
of insurance, or with respect to any person in the conduct of his in-
surance business, which is untrue, deceptive, or misleading;

(3) Defamation. Making, publishing, disseminating, or
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circulating, directly or indirectly, or aiding, abetting, or encouraging
the making, publishing, disseminating, or circulating of any oral or
written statement or any pamphlet, circular, article, or literature
which is false, or maliciously critical of or derogatory to the finan-
cial condition of an insurer, and which is calculated to injure any
person engaged in the business of insurance;

(4) Boycott, coercion and intimidation. Entering into any
agreement to commit, or by any concerted action committing, any
act of boycott, coercion, or intimidation, resulting in or tending to
result in unreasonable restraint of, or monopoly in, the business of
insurance.

(5) False financial statements. Filing with any supervisory
or other public official, or making, publishing, disseminating, cir-
culating, or delivering to any person, or placing before the public,
or causing, directly or indirectly, to be made, published, dissemi-
nated, circulated, delivered to any person, or placed before the
public, any false statement of financial condition of an insurer with
intent to deceive;

(6) False entries. Making any false entry in any book,
report, or statement of any insurer with intent to deceive any agent
or examiner lawfully appointed to examine into its condition or into
any of its affairs, or any public official to whom such insurer is re-
quired by law to report, or who has authority by law to examine
into its condition or into any of its affairs, or, with like intent, wil-
fully omitting to make a true entry of any material fact pertaining
to the business of such insurer in any book, report, or statement of
such insurer;

(7) Stock operations and advisory board contracts. Issu-
ing or delivering, or permitting agents, officers, or employees to is-
sue or deliver, agency company stock or other capital stock, or
benefit certificates or shares in any common-law corporation, or
securities or any special or advisory board contracts or other con-
tracts of any kind promising returns and profits as an inducement
to insurance;

(8) Discrimination. Making or permitting any unfair dis-
crimination between individuals of the same class and equal ex-
pectation of life in the rates charged for any contract of life insur-
ance or of annuity or in the dividends or other benefits payable
thereon, or in any other of the terms and conditions of such contract;

(9) Discrimination between individuals of the same class.
Making or permitting any unfair discrimination between individuals
of the same class and of essentially the same hazard in the amount
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of premium, policy fees, or rates charged for any policy or contract
of accident or health insurance or in the benefits payable thereun-
der, or in any of the terms or conditions of such contract, or in any
other manner whatever;

(10) Rebates. Except as otherwise expressly provided by
law, knowingly permitting or offering to make or making any con-
tract of life insurance, annuity, or accident and health insurance, or
agreement as to such contract, other than as plainly expressed in the
contract issued thereon, or paying or allowing or giving, or offering
to pay, allow, or give, directly or indirectly, as inducement to such
insurance or annuity, any rebate of premiums payable on the con-
tract, or any special favor or advantage in the dividends or other
benefits thereon, or any valuable consideration or inducement what-
ever not specified in the contract; or giving or selling or purchasing,
or offering to give, sell, or purchase, as inducement to such insur-
ance or annuity, or in connection therewith, any stocks, bonds, or
other securities of any insurance company or other corporation, as-
sociation, or partnership, or any dividends or profits accrued there-
on, or anything of value whatsoever not specified in the contract;

(11) Application to certain sections. Any violation of any
provision of the following sections of this chapter not set forth in
clauses (1) to (10) of this subdivision: section 12, subdivisions 2,
3, and 4, section 16, subdivision 2, sections 3 and 4, section 8, sub-
division 1 as modified by section 8, subdivision 4, and section 14.

Subd. 2. Practices not held to be discrimination or rebates.
Nothing in Subdivision 1, clauses (8) and (10), or in section 12,
subdivisions 3 and 4 of this article, shall be construed as including
within the definition of discrimination or rebates any of the follow-
ing practices:

(1) In the case of any contract of life insurance or annuity,
paying bonuses to policyholders or otherwise abating their premiums
in whole or in part out of surplus accumulated from non-participat-
ing insurance, provided that any such bonuses or abatement of pre-
miums shall be fair and equitable to policyholders and for the best
interests of the company and its policyholders;

(2) In the case of life insurance policies issued on the in-
dustrial debit plan, making allowance, to policyholders who have
continuously for a specified period made premium payments directly
to an office of the insurer, in an amount which fairly represents the
saving in collection expense;

(3) Readjustment of the rate of premium for a group in-
surance policy based on the loss or expense experience thereunder,
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at the end of the first or any subsequent policy year of insurance
thereunder, which may be made retroactive only for such policy
year.

Sec. 21. [72A.21] Power of commissioner. The com-
missioner shall have power to examine and investigate into the af-
fairs of every person engaged in the business of insurance in this
state in order to determine whether that person has been or is en-
gaged in any unfair method of competition or in any unfair or de-
ceptive act or practice prohibited by section 19.

Sec. 22. [72A.22] Hearing; witnesses; production of
books. Subdivision 1. Statement of charges and notice of hear-
ing. Whenever the commissioner has reason to believe that any
person has been engaged or is engaging in this state in any unfair
method of competition or any unfair or deceptive act or practice,
defined in section 20, and that a proceeding by him in respect there-
to would be to the interest of the public, he shall issue and serve
upon that person a statement of the charges in that respect and a
notice of a hearing thereon to be held at a time and place fixed in
the notice, which shall not be less than 20 days after the date of
the service thereof.

Subd. 2. Appearance; intervention. At the time and place
fixed for such hearing said person shall have an opportunity to be
heard and to show cause why an order should not be made by the
commissioner requiring him to cease and desist from the acts, meth-
ods, or practices so complained of. Upon good cause shown, the
commissioner shall permit any person to intervene, appear and be
heard at such hearing by counsel or in person.

Subd. 3. Formal rules of pleading or evidence not required.
Nothing contained in sections 17 to 32 shall require the observance
at any such hearing of formal rules of pleading or evidence.

Subd. 4. Hearing. The commissioner, upon such a hear-
ing, may administer oaths, examine and cross-examine witnesses,
receive oral and documentary evidence, and shall have the power
to subpoena witnesses, compel their attendance, and require the pro-
duction of books, papers, records, correspondence, or other docu-
ments which he deems relevant to the inquiry. The commissioner,
upon such a hearing, may, and upon the request of any party shall,
cause to be made a stenographic record of all the evidence and all
the proceedings had at the hearing. If no stenographic record is
made and if a judicial review is sought, the commissioner shall pre-
pare a statement of the evidence and proceeding for use on review.
In case of a refusal of any person to comply with any subpoena is-
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sued hereunder or to testify with respect to any matter concerning
which he may be lawfully interrogated, the district court of Ramsey
county or of the county where the hearing is being held, on applica-
tion of the commissioner, may issue an order requiring that person
to comply with the subpoena and to testify; and any failure to obey
any such order of the court may be punished by the court as a con-
tempt thereof.

Subd. -5:—Service. Statements of charges, notices, orders,
and other processes of the commissioner under sections 17 to 32
may be served by anyone duly authorized by the commissioner,
either in the manner provided by law for service of process in civil
actions or by registering and mailing a copy thereof to the person
affected by the statement, notice, order, or other process at his
residence or principal office or place of business. A verified return
by the person serving the statement, notice, order, or other process,
setting forth the manner of such service, or the return postcard re-
ceipt for a copy of the statement, notice, order, or other process,
registered and mailed as aforesaid, shall be proof of the service of the
same.

Sec. 23. [72A.23] Decision and order thereon. Subdi-
vision 1. Determination by commissioner; findings. If, after a
hearing, as provided in section 22, the commissioner shall deter-
mine that the method of competition or the act or practice in ques-
tion is defined in section 20, and that the person complained of has
engaged in that method of competition, act, or practice, in violation
of sections 17 to 32 he shall reduce his findings to writing and shall
issue and cause to be served upon the person charged with the viola-
tion an order requiring him to cease and desist from engaging in that
method of competition, act or practice.

Subd. 2. Modification of order. Until the expiration of the
time allowed under section 24, subdivision 1, for filing a petition
for review, if no such petition has been duly filed within that time,
or, if a petition for review has been filed within that time, then until
the transcript of the record in the proceeding has been filed in the
district court, as hereinafter provided, the commissioner may at any
time, upon such notice and in such manner as he shall deem proper,
modify or set aside in whole or in part any order issued by him un-
der this section.

Subd. 3. Commissioner may reopen, modify, or set aside.
After the expiration of the time allowed for filing such a petition
for review, if no such petition has been duly filed within that time,
the commissioner may at any time, after notice and opportunity for
hearing, reopen and alter, modify, or set aside, in whole or in part,
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any order issued by him under this section, whenever in his opin-
ion conditions of fact or of law have so changed as to require such
action, or if the public interest shall so require.

Sec. 24. [72A.24] Enforcement of sections 17 to 32.
Subdivision 1. Court proceedings; review. Any person required
by an order of the commissioner under section 23 to cease and de-
sist from engaging in any unfair method of competition or any un-
fair or deceptive act or practice defined in section 20 may obtain a
review of that order by filing in the district court of Ramsey county,
within 20 days from the date of the service of such order, a written
petition praying that the order of the commissioner be set aside. A
copy of the petition shall be forthwith served upon the commissioner,
and thereupon the commissioner forthwith shall certify and file in
that court a transcript of the entire record in the proceeding, includ-
ing all the evidence taken and the findings and order of the com-
missioner. Upon the filing of the petition and transcript, said court
shall have jurisdiction of the proceeding and of the questions de-
termined therein, shall determine whether the filing of such petition
shall operate as a stay of the order of the commissioner, and shall
have power to make and enter upon the pleadings, evidence, and
proceedings set forth in the transcript a decree modifying, affirming,
or reversing the order of the commissioner, in whole or in part. The
findings and order of the commissioner shall be given the same ef-
fect as is given to determinations of administrative bodies on review
bycertiorari.

Subd. 2. Court order. To the extent that the order of the
commissioner is affirmed, the court shall thereupon issue its own
order commanding obedience to the terms of the order of the com-
missioner.

Subd. 3. Rehearing. If, before the entry of the decree of
the court, either party shall apply to the court for leave to adduce
additional evidence and shall show to the satisfaction of the court
that said additional evidence is material and that there were reason-
able grounds for the failure to adduce it in the proceeding before the
commissioner, the court may order said additional evidence to be
taken before the commissioner and to be adduced upon the hearing
in such manner and upon such terms and conditions as to the court
may seem proper. The commissioner may modify his findings of
fact, or make new findings, by reason of the additional evidence so
taken and shall file those modified or new findings and his recom-
mendation, if any, for the modification or setting aside of his origi-
nal order, with the return of the additional evidence. Any such addi-
tional evidence, modified or new findings, and recommendation shall
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be considered by the court in making and entering its final decree,
together with the matters submitted in the original transcript.

Subd. 4. Final cease and desist order. A cease and de-
sist order issued by the commissioner under section 23 shall become
final:

(1) Upon the expiration of the time allowed for filing a
petition for review if no such petition has been duly filed within such
time; except that the commissioner may thereafter modify or set aside
his order to the extent provided in section 23, subdivision 3; or

(2) Upon the final decision of the court if the court directs
that the order of the commissioner be affirmed or the petition for
review dismissed.

Sec. 25. [72A.25] Unfair competition. Subdivision 1.
Statement of charges; service; hearing. Whenever the commission-
er has reason to believe that any person engaged in the business of
insurance is engaged in this state in any method of competition or
in any act or practice in the conduct of that business which is not
defined in section 20, that said method of competition is unfair or
that said act or practice is unfair or deceptive and that a proceeding
by him in respect thereto would be to the interest of the public, he
may issue and serve upon that person a statement of the charges
in that respect and a notice of a hearing thereon to be held at a time
and place fixed in the notice, which shall not be less than 20 days
after the date of the service thereof. Each such hearing shall be con-
ducted in the same manner as the hearings provided for in section
22, and the provisions of that section as to service are made ap-
plicable to proceedings under this section. Upon good cause shown,
the commissioner shall permit any person to intervene, appear and
be heard at such hearing by counsel or in person. The commissioner
shall, after the hearing, make a report in writing in which he shall
state his findings as to the facts and shall serve a copy thereof upon
the person upon whom he served his statement of charges.

Subd. 2. Application for injunction. If the report charges
a violation of sections 17 to 32 and if the method of competition,
act, or practice charged by him has not been discontinued, the com-
missioner may, through the attorney general, at any time after 20
days after the service of the report, cause a petition to be filed in the
district court within the district wherein the person against whom the
charges were made resides, or that wherein he has his principal place
of business, to enjoin and restrain that person from engaging in the
method, act, or practice charged. A transcript of the proceedings be-
fore the commissioner, including all evidence taken and the report
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and findings, shall be filed with the petition. Upon the filing of the
petition and transcript the court shall have jurisdiction of the pro-
ceedings and shall have power to make and enter appropriate orders
in connection therewith and to issue such writs as are ancillary to its
jurisdiction or necessary in its judgment to prevent injury to the
public pendente lite.

Subd. 3. Order enjoining and restraining. If the court
finds that the method of competition complained of is unfair or that
the act or practice complained of is unfair and deceptive, and that
the proceeding by the commissioner with respect thereto is to the
interests of the public, it shall issue its order enjoining and restrain-
ing the continuance of that method of competition, act, or practice.
The findings of the commissioner shall be given the same effect as
those of a referee appointed pursuant to Minnesota Statutes, Section
546.36.

Subd. 4. Rehearing. If either party shall apply to the
court before the entry of its order for leave to adduce additional evi-
dence, and shall show to the satisfaction of the court that said addi-
tional evidence is material and that there were reasonable grounds
for the failure to adduce it in the proceeding before the commission-
er, the court may order said additional evidence to be taken before
the commissioner and to be adduced upon the hearing in such man-
ner and upon such terms and conditions as to the court may seem
proper. The commissioner may modify his findings of fact, or make
new findings, by reason of the additional evidence so taken, and
shall file those modified or new findings with the return of the addi-
tional evidence. Any such additional evidence and modified or new
findings shall be considered by the court in making and entering its
final order, together with the matters submitted in the original tran-
script.

Sec. 26. [72A.26] Intervention. If the report of the
commissioner does not charge a violation of sections 17 to 32, any
intervenor in the proceedings may, -within 20 days after the service
of the report upon him, cause a petition to be filed in the district
court of Ramsey county for a review of that report. Notice of the
filing of the intervenor's petition shall be given to the commissioner
and to the person upon whom the statement of charges was origin-
ally served. The commissioner shall, within 20 days after the service
upon him of the notice of filing the petition, file a transcript of the
proceedings before him, including all evidence taken and his report
and findings, and the person upon whom the statement of charges
was originally served shall have 20 days after the service upon him
of notice of filing the petition in which to file an answer. The pro-
ceedings before the court shall conform to those provided for by
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section 25. Upon such a review the court shall have authority to is-
sue appropriate orders and writs in connection therewith, including,
if the court finds it is to the interest of the public, orders enjoining
and restraining the continuance of any method of competition, act,
or practice which it finds, notwithstanding the report of the com-
missioner, constitutes a violation of sections 17 to 32.

Sec. 27. [72A.27] Appeal (o supreme court. Any de-
cree or order of a district court made and entered under section 24
or order of such a court made under section 25 shall be subject to
review by appeal to the supreme court, but any such appeal must be
taken within the time prescribed by law for taking appeals from
orders of the district courts.

Sec- 28. [72A.28] Violations and penalties. Any per-
son who violates a cease and desist order of the commissioner under
section 23, after it has become final and while such order is in effect,
shall forfeit and pay to the state of Minnesota a sum not to exceed
$2,500 for each violation, which may be recovered in a civil action.
In determining the amount of the penalty the question of whether
the violation was wilful shall be taken into consideration. Nothing
herein shall be construed as limiting a court in enforcing its own or-
ders.

Sec. 29. [72A.29] Concurrent remedies. Subdivision 1.
No order of the commissioner, or order or decree of any district
court, under sections 17 to 32 shall in any way relieve or absolve
any person affected by such order or decree from any liability under
any other laws of this state.

Subd. 2. The powers vested in the commissioner by sections
17 to 32 shall be additional to any other powers to enforce any
penalties, fines, or forfeitures authorized by law with respect to the
methods, acts, and practices hereby declared to be unfair or decep-
tive.

Sec. 30. [72A.30] Evidential privilege denied; immuni-
ty; waiver. If any person shall ask to be excused from attending
and testifying or from producing any books, papers, records, corre-
spondence, or other documents at any hearing on the ground that
the testimony or evidence required of him may tend to incriminate
him or subject him to a penalty or forfeiture, and shall notwith-
standing be directed to give such testimony or produce such evi-
dence, he must nonetheless comply with such direction, but he shall
not thereafter be prosecuted or subjected to any penalty or forfeiture
for or on account of any transaction, matter, or thing concerning
which he may testify or produce evidence pursuant thereto, and no
testimony so given or evidence produced shall be received against
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him upon any criminal action, investigation, or proceeding; provided,
however, that no such individual so testifying shall be exempt from
prosecution or punishment for any perjury committed by him while
so testifying, and the testimony or evidence so given or produced
shall be admissible against him upon any criminal action, investi-
gation, or proceeding concerning such perjury, nor shall he be ex-
empt from the refusal, revocation, or suspension of any license, per-
mission, or authority conferred, or to be conferred, pursuant to the
insurance law of this state. Any such individual may execute, ac-
knowledge, and file in the office of the commissioner a statement ex-
pressly waving such immunity or privilege in respect to any transac-
tion, matter, or thing specified in the statement, and thereupon the
testimony of that person or any evidence in relation to that transac-
tion, matter, or thing may be received or produced before any judge
or justice, court, tribunal, grand jury, or otherwise, and, if so re-
ceived or produced, that individual shall not be entitled to any im-
munity or privilege on account of any testimony he may so give or
evidence so produced.

Sec. 31. [72A.31] Certain acts deemed unfair method of
competition. No person, firm or corporation engaged in the busi-
ness of financing the purchase of real or personal property or of
lending money on the security of real or personal property or who
acts as agent or broker for one who purchases real property and bor-
rows money on the security thereof, and no trustee, director, officer,
agent or other employee of any such person, firm, or corporation
shall directly or indirectly require, as a condition precedent to such
purchase or financing the purchase of such property or to loaning
money upon the security of a mortgage thereon, or as a condition
prerequisite for the renewal or extension of any such loan or mort-
gage or for the performance of any other act in connection there-
with., that the person, firm or corporation making such purchase or
for whom such purchase is to be financed or to whom the money
is to be loaned or for whom such extension, renewal or other act
is to be granted or performed negotiate any policy of insurance or
renewal thereof covering such property through a particular agent,
or insurer, or refuse to accept any policy of insurance covering such
property because it was not negotiated through or with any particu-
lar agent, or insurer. This section shall not prevent the exercise by
any such person, firm, corporation, trustee, director, officer, agent
or employee of its right to disapprove the insurer or a policy of
insurance where there are reasonable grounds for believing that such
insurance is unsatisfactory as to the financial standing of the insurer,
the inadequacy of the coverage, the assessment features to which
the policy is subject, or other grounds which are not arbitrary, un-
reasonable or discriminatory, nor shall this act forbid the securing
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of insurance or a renewal thereof at the request of the borrower or
because of the borrower's failure to furnish the necessary insurance
or renewal thereof.

Sec. 32. [72A.32] Violations, procedure. Any viola-
tion of section 31 shall constitute an unfair method of competition
and the person, firm or corporation practicing the same shall be
proceeded against under the provisions of sections 21 to 25, inclusive.

Unauthorized Insurers False
Advertising Process Act

Sec. 33. [72A.33] Purpose of act, construction. The
purpose of sections 33 to 39 is to subject to the jurisdiction of the
insurance commissioner of this state and to the jurisdiction of the
courts of this state insurers not authorized to transact business in this
state which place in or send into this state any false advertising de-
signed to induce residents of this state to purchase insurance from
insurers not authorized to transact business in this state. The legis-
lature declares it is in the interest of the citizens of this state who
purchase insurance from insurers which solicit insurance business
in this state in the manner set forth in the preceding sentence that
such insurers be subject to the provisions of sections 33 to 39. In
furtherance of such state interest, the legislature herein provides a
method of substituted service of process upon such insurers and de-
clares that in so doing, it exercises its power to protect its residents
and also exercises powers and privileges available to the state by
virtue of Public Law 15, 79th Congress of the United States, Chapter
20, 1 st Session, S. 340, which declares that the business of insurance
and every person engaged therein shall be subject to the laws of the
several states; the authority provided herein to be in addition to anv
existing powers of this state. The provisions of sections 33 to 39 shall
be liberally construed.

Sec. 34. [72A.34] Definitions. Subdivision 1. When
used in sections 33 to 39 the terms defined in this section shall have
the meanings given them in this section.

Subd. 2. Unfair trade practice act shall mean the act relat-
ing to regulation of trade practices as defined in sections 17 to 32.

Subd. 3. Residents shall mean and include persons, partner-
ships or corporations, domestic, alien, or foreign.

Sec. 35. [72A.35] Notice to domiciliary supervisory of-
ficial. No unauthorized foreign or alien insurer of the kind de-
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scribed in section 33 shall make, issue, circulate or cause to be
made, issued or circulated, to residents of this state any estimate,
illustration, circular, pamphlet, or letter, or cause to be made in
any newspaper, magazine or other publication or over any radio or
television station, any announcement or statement to such residents
misrepresenting its financial condition or the terms of any contracts
issued or to be issued or the benefits or advantages promised there-
by, or the dividends or share of the surplus to be received thereon in
violation of the unfair trade practice act, and whenever the commis-
sioner shall have reason to believe that any such insurer is engaging
in such unlawful advertising, it shall be his duty to give notice of
such fact by registered mail to such insurer and to the insurance
supervisory official of the domiciliary state of such insurer. For the
purpose of this section, the domiciliary state of an alien insurer shall
be deemed to be the state of entry or the state of the principal office
in the United States.

Sec. 36. [72A.36] Action by commissioner. If after 30
days following the giving of the notice mentioned in section 35 such
insurer has failed to cease making, issuing, or circulating such false
representations or causing the same to be made, issued or circulated
in this state, and if the commissioner has reason to believe that a
proceeding by him in respect to such matters would be to the in-
terest of the public, and that such insurer is issuing or delivering
contracts of insurance to residents of this state or collecting prem-
iums on such contracts or doing any of the acts enumerated in sec-
tion 37, he shall take action against such insurer under the unfair
trade practice act.

Sec. 37. [72A.37] Service upon unauthorized insurer.
Subdivision 1. Any of the following acts in this state, effected by
mail or otherwise, by any such unauthorized foreign or alien insur-
er: (1) The issuance or delivery of contracts of insurance to resi-
dents of this state; (2) the solicitation of applications for such
contracts; (3) the collection of premiums, membership fees, assess-
ments or other considerations for such contracts; or (4) any other
transaction of insurance business; is equivalent to and shall constitute
an appointment by such insurer of the commissioner of insurance and
his successor or successors in office, to be its true and lawful attorney,
upon whom may be served all statements of charges, notices and
lawful process in any proceeding instituted in respect to the misrep-
resentations set forth in section 35 under the provisions of the un-
fair trade practice act, or in any action, suit or proceeding for the
recovery of any penalty therein provided, and any such act shall be
signification of its agreement that such service of statement of
charges, notices or process is of the same legal force and validity as
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personal service of such statement of charges, notices or process in
this state, upon such insurer.

Subd. 2. Service of a statement of charges and notices un-
der said unfair trade practice act shall be made by any deputy or
employee of the department of insurance delivering to and leaving
with the commissioner or some person in apparent charge of his
office, two copies thereof. Service of process issued by any court in
any action, suit or proceeding to collect any penalty under said act
provided, shall be made by delivering and leaving with the com-
missioner, or some person in apparent charge of his office, two cop-
ies thereof. The commissioner shall forthwith cause to be mailed by
registered mail one of the copies of such statement of charges, no-
tices or process to the defendant at its last known principal place
of business, and shall keep a record of all statements of charges,
notices and process so served. Such service of statement of charges,
notices or process shall be sufficient provided they shall have been
so mailed and the defendant's receipt or receipt issued by the post
office with which the letter is registered, showing the name of the
sender of the letter and the name and address of the person to whom
the letter is addressed, and the affidavit of the person mailing such
letter showing a compliance herewith are filed with the commissioner
in the case of any statement of charges or notices, or with the clerk
of the court in which such action is pending in the case of any pro-
cess, on or before the date the defendant is required to appear or
within such further time as may be allowed.

Subd. 3. Service of statement of charges, notices and pro-
cess in any such proceeding, action or suit shall in addition to the
manner provided in subdivision 2 of this section be valid if served
upon any person within this state who on behalf of such insurer is

(1) soliciting insurance, or

(2) making, issuing or delivering any contract of insurance,
or

(3) collecting or receiving in this state any premium for
insurance;

and a copy of such statement of charges, notices or process is sent
within ten days thereafter by registered maii by or on behalf of the
commissioner to the defendant at the last known principal place of
business of the defendant, and the defendant's receipt, or the receipt
issued by the post office with which the letter is registered, showing
the name of the sender of the letter, the name and address of the
person to whom the letter is addressed, and the affidavit of the
person mailing the same showing a compliance herewith, are filed
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with the commissioner in the case of any statement of charges or
notices, or with the clerk of the court in which such action is pend-
ing in the case of any process, on or before the date the defendant
is required to appear or within such further time as the court may
allow.

Subd. 4. No cease or desist order under this section shall be
entered until the expiration of thirty days from the date of the riling
of the affidavit of compliance.

Subd. 5. Service of process and notice under the provisions
of sections 33 to 39 shall be in addition to all other methods of serv-
ice provided by law, and nothing in sections 33 to 39 shall limit or
prohibit the right to serve any statement of charges, notices or pro-
cess upon any insurer in any other manner now or hereafter per-
mitted by law.

Sec. 38. [72A.38] Constitutionality. If any provision
of sections 33 to 39 or the application thereof to any person or cir-
cumstances is held invalid, such invalidity shall not affect other pro-
visions or application of sections 33 to 39 which can be given ef-
fect without the invalid provision or application, and to this end the
provisions of sections 33 to 39 are declared to be severable.

Sec. 39. [72A.39] Citation. Sections 33 to 39 may be
cited as the unauthorized insurers false advertising process act.

Sec. 40. Minnesota Statutes 1965, Chapter 72, is repealed.

Approved May 11, 1967.

CHAPTER 396—S. F. No. 262

[Coded in Part]

An act relating to the state police officers retirement fund;
amending Minnesota Statutes 1965, Sections 352A.01; 352A.03;
352A.05; 352A.06; 352A.08; Minnesota Statutes 1965, Chapter
352A, by adding new sections; and repealing Minnesota Statutes
1965, Section 352A.I0.

Be it enacted by the Legislature of the State of Minnesota:

Section 1. Minnesota Statutes 1965, Section 352A.01, is
amended to read:

Changes or additions indicated by italics, deletions by


