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Tewnship§.l9Nerth;Range2—l West;inWashingteneeunt=_»,e E state capitol an_d shall 3): 
tend northerly and northeasterly to William O’Brien state park, thence northerly to Tay- @Falls in Chiggo county, andqthere terminate. 

(b) The trail shall be developed primarily for hiking and nonmotorized riding. 
(c) In addition to the authority granted in Minnesota Statutes, section 85.015, subdi~ 

vision 1, lands and interests in lands for the trail may be acquired by eminent domain. 
(d) The commissioner of natural resources, after consulting with all local units of 

government affected by the trail, and with the commissioner of transportation and the 
metropolitan council, shall prepare a master plan for the trail. After completion of the 
master plan, any land or interest in land not needed for the trail may be disposed of by the 
commissioner of natural resources as follows: 

(1) by transfer to the department of transportation, the historical society, or another 
state agency; 

(2) by sale at not .less than the purchase price to a city, town, school district, park 
district, or other political subdivision whose boundaries include or are adjacent to the 
land, for public purposes only, after written notice to each of these political subdivisions; 
or 

(3) if no offer to purchase is received from any political subdivision within one year 
after the completion of the master plan, then by public sale, at not less than the purchase 
price, upon notice published in the manner provided in section 92.14, and otherwise in 
the same manner as trust fund lands are sold, so far as applicable. 

All proceeds derived from sales of unneeded land and interest in land shall be depos— 
ited in the state bond fund. For the purposes of United States Code, title 23, section 138, 
and title 49, section 1653(f), any land or interest in land not needed for the trail and trans- 
ferred to another state agency, or sold, does not constitute permanent park, recreation 
area, or wildlife or waterfowl refuge facility land. < 

Presented to the governor March 19, 1998 
Signed by the governor March 23, 1998, 10:40 a.m. 

CHAPTER 319—S.F.No. 3032- 
An act relating to insurance; regulating investmentsof certain insurers; amending Minnesota 

Statutes 1996, sections 61A.I4, subdivision 4,‘ and 61A.276, subdivision 4; proposing coding for 
new law as Minnesota Statutes, chapter 60L. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
INVESTMENTS OF INSURERS ACT 

Section 1. [60L.01] DEFINITIONS. 
Subdivision APPLICATION. Eo_r purposes pf sections 60L.01 t_o 60L.15, the 

definitions in subdivisions 2 to 15 have the meanings given them. 
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Ed: ADMITTED ASSETS. “Admitted assets” means tln_e assets § shown by 
an insurer’s financial statement most recently required to be filed with the commissioner, 
Esuch other financial statement required to be filed with the commissioner as the context 
may require, but excluding assets allocated to separate accounts. For these purposes, as- E must behvalued according to valuatimi regulations prescFib_ed by _tlE Natiofl 
Ksohciatiof-9_f Insurance Commissioners and procedures adopted IE E National 
Association of Insurance Commissioners’ financial condition Ex.4 subcommittee if not 
addressed in_a-nother section, unless the commissioner requires_o~_rfinds another method 
of valuation-reasonable under the cir-cumstances. For purposes o_f any other investment 
Emitation based on the amoun't_o_f the admitted as§éi§ of a life irE11TrEmed byE 
tions 60L.01 to 6I)I.._l‘§, “admitte_d assets” has _tE meafi1ggTven under subdi\I_ision. 

Subd. COMMISSIONER. “Commissioner” means th_e commissioner of com- 
merce. 

Subd. 4. DERIVATIVE INSTRUMENT. “Derivative instrument” means an item 
reported in schedule DB, derivative instruments, or schedule DCTIIIEIE: 

ance futures and insurance futures o;T)ns, of an insurer’s statutory financialfiatement, 
?s11ccessors—<:l1edules, as provided under ?pp_licable annual statement instructions pr 
sTatutory accounting guidelines. 

Subd. DERIVATIVE TRANSACTION. “Derivative transaction” means a 
transaction involving the use of one or more derivative instruments. 

Subd. 6. GOVERNMENT SPONSORED ENTERPRISE. “Government spon- 
soredjerfiise” means a governmental agency, a corporation, limited liability compa- 
ny, association, partnership, joint stock company,_joint venture, trust, or other entity or 
Etrumentality organized ur1Tr the laws of the Unfid States to accomplish a public 
policy g other governmental purhpdse.-_ _ _ _ — 

Subd. INCOME GENERATION. “Income generation” means a derivative 
transaction involving E writing o_f covered options, caps, g floors E i_s intended t_o 
generate income or enhance return. 
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Subd. INSURER. “Insurer” means _a domestic insurance company, including 3 
fraternal benefit society. 

Subd. LOWER GRADE INVESTMENT. “Lower grade investment” means a 
rated credit instrument E‘ debt—like preferred stock rated 4, 5, or 6 by the Securities Valu- 
ation Office o_f E National Association o_f Insurance Commissioners g fly successor 
office. 

Subd. MEDIUM GRADE INVESTMENT. “Medium grade investment” 
means 3 rated credit instrument or debt—like preferred stock rated 3 by the Securities Val- 
uation Office 

_c_>_f me National Association of Insurance Commissioners or _a_n_y successor 
office. 

Subd. 11. MINIMUM ASSET REQUIREMENT. “Minimum asset requirement” 
means: (1) in—the case of an insurer other than a life insurer, the sum of an insurer’s liabili- 
ties andfiminimum financial security benchmark; and (2)El§1se of a life insurer, the E of the insurer’s liabilities, other than the asset valuation reserve, voluntary invest- 
ment_reErves and liabilities on?parE:1(:—coFs, and its minimum financial security 
benchmark. 

__ _ ___ 
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~ 
Subd. MINIMUM FINANCIAL SECURITY BENCHMARK. “Minimum 

financial security benchmar ” means the amount an insurer is required to have under sec- @ 6OL.03. 
Subd. 13. NATIONALLY" RECOGNIZED STATISTICAL RATING ORGA- 

NIZATION. “Nationally recognized statistical rating organization” means a rating orga- 
nization so designated by the Securities and Exchange Commission of the United States 
and that Es applied to, and whose status a? nationally recognized st2Ttis—ti_5al rating orga- 
nization has been confirmedby, the Securities Valuation Office of the National Associa- 
tion of Inhs-11#raEe_Comn1ission—e-rs,-or any other rating organizatirfi a_p—proved by the com- 
Esidner as a nationally recognizedfitistical rating organization for purpdsesof sec- 
gmg 60L.0_1 E9 60L.15. 

’ “" _— 
Subd. 14. REPLICATION. “Replication” means a derivative transaction involv- 

ing one or mfie derivative instruments being used to modify the cash flow characteristics 
of one or more investments held by an insurerina manner so that the aggregate cash flows 
of the derivative instruments and investments reproduce the cash flows of another invest- 
ment having a higher risk—based capital charge" than the risk—based capital charge of the 
original investments pr investments. 

: '— 
. 

_— 
Subd. 15. SVO LISTED MUTUAL FUND. “SVO listed mutual fund” means a 

money marg mutual fund or short-—term bond fund that mTgistered withjthe United 
States Securities and Eifiange Commission ur—1der_t?Ir_1vestment Cfiawny Act of 
1940, and that hasTaen determined by the Securities—\7aluation Office of the Nafinfi 
Associatioriof I-nsurance CommissioErfi) be eligible for special reserveand reporting 
treatment otlEr than §§ common stock. 
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Sec. 2. [60L.02] REQUIREMENTS. 
Subdivision LIFE INSURERS. In order to be eligible to be governed by sections 

60L.0l t_o 60L.15, a E insurer must meet t_lE following requirements:
~ 

~~

~ 
(a) For each calendar year during which sections 60L.0l to 60L.15 apply toy 

surer, the insurer shall have had,_as of the end of the immediatelfiareceding calendar year: 

(1) total admitted assets of at least $2,000,000,000; 

Q 3 E11 amount of capital plus surplus o_f a_t least $200,000,000; and
~
~ 

~~ (3) a‘ total amount of capital plus surplus plus asset valuation reserve of at least 
$250§U("J(IOTJW 

_ 
- ' 

(b) For each calendar year during which sections 60L.0l to 60L.15 apply t_o me 
surer,—thei_n_su?shall haveg, as of the end of the immediately preceding calendar year, 
total adjusted capital equal to or greater than 200 percent of company action level risk- 

capital, as defined in secfion 60A.6(7uWvision llj7or purposes of tlu'_sEbdivi- 
sion, “total adjusted capit—al” means total adjusted capitaTas_(Tefined in sEétEH 60A.60, 
stifiivision 14, adjusted to deduct theavjue of capital notes—a"ndsurplu§1otes as provided 
i_n ge'risk—based instructions as defined section 60A.60, subdivision

~ 

~~~

~
~
~
~
~ Egr each calendar year during which sections 60L.0l to 60L.15 apply t_o Q13 

surer, me mean o_f E ratio, calculated as p_f _th_e end of ‘each of due five immediately pre- 
ceding calendar years, of total adjusted capital to company action level risk—based capi- 
tall as defined section60A.60, subdivision lh must equal at least

~
~
~
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Subd. 2. OTHER INSURERS. In order tp be eligible tp E governed b_y sections 
60L.01 to 60L.15, an insurer other Lana Eff insurer must meet the following require- 
ments: 

@ E each calendar E during which sections 60L.01 t_o 60L.l5 apply tpE 
surer, the insurer shall have had, as of the end of the immediately preceding calendar year: 

Q E admitted assets of at least $2,000,000,000; gig 
Q a _t_o_t_al amount o_f capital p_lus surplus o_f a_t least $200,000,000. 

~~ 

~~ 
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~~~ 

~~~ 

(b) For each calendar year during which sections 60L.01 to 60L.15 apply to the 
surer:th(:i—1Ts11_rc; shall have—l1—ad, as of the end of the immediately-preceding calendafiear, 
t_c£1l adjusted capital equal to or greater than company action level risk—based capital, as 
defined in section 6OA.60,'§ubdivision—1TFor purposes of this subdivision, “total ai 
justed capital” means total adjusted capitafafiefined in secti3rT60A.60, 
adjusted to deduct thevzllue of capital notes and surphls notes as provided fie risl<——~ 
based instructions a_s_defined—i_n_ section 6OA.6_0,-subdivision E“ 
Q E E calendar _y_ea_r_ during which sections 60L.01 to 60L.l5 apply t_o _tlE 

surer, fie meangf the ratio, calculated as pf me fi o_f each g th_e E immediately pg 
ceding calendar years, of total adjusted capital tolcompany action level risk—based capi- 

tall as defined section 60A.60, subdivision 1__l_, must equal _a_t least 

(d) An insurer is considered to have met the requirements of this subdivision if the 
insur?-:r*_p_ai7t‘icipates hi a 100 agreerfirfivhich substantfafi 
affects the so1vency—arld—ir'1tegrity of its reserves and cedes all of its direct and assumed 
business—tc) the pool, E where the—inErer with tlielargest sfireofpooled Business sub- 
j_e_ct t_o tl1_e>_ag—1'eementHeets EEquireIne1E’_rT£ subdivi_si3n_.-

- 
Subd. ADDITIONAL REQUIREMENTS. gag I_n_ order t_o IE eligible t_o _b_e gov- 

erned by sections 60L.01 to 60L. 15, the insurer must meet the requirements specified un- 
fit subdivision.

' 

£92 lhe insurer shall: 

Q have been continuous operation for a minimum of five years; and 

_(2_) maintain a minimum c1aims—paying, financial strength, E equivalent rating 
from at least one nationally recognized statistical rating organization in one of the orga— 
nization’s three highest rating categories for the time period during which sections 
60L.01 to 60L. 15 apply to the insurer. For purfpbfi ofis subdivision, the rating must be 
based on a review of the insurer by the—n_ationally recognized statistical rating organiza- 
ti_on tli c0opeTati—5n 9:‘ Q3 Ffsfiilir; must not depend on a guarantee or other credit 
enhancement fr_o_n_1 another entity; and must nhotf modified or otherwisg qualified to

' 

show dependence pf fie rating _o__n th—_e__perfor1n—ance g a contractual obligation o_f, g@ 
insurer’s affiliation with, another insurer. 

Q2 Llie insurer or E affiliate, as defined in section 60D.15, subdivision 2, of the in- 
surer shall employ at least one individual as a— professional investment man2fge_rtEtE 
insureghvestments Wiorrithe board of dinectors or trustees of the insurer finds isE1alT 
fied on the basis of experience, education or training, oompete'1Tc?personal integrity, and 
who conducts professional investment management activities in accordance with the 
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code of ethics Ed standards of professional conduct o_f E association fpr investment 
management a_nd research. For purposes of complying with paragraph, Q employee 
pfg affiliate may only E used they a_r§ responsible E managing @ insurer’s invest- 

(d_) E board of directors of the insurer must annually adopt a resolution finding E the insurer or an_affiliate, aswde-fhied in section 60D. 15, subdivision 2, of the insurer 
has eflployed {professional investment manager for the insurer’s invest1_nc§tE/ith suf- 
Eent expertise and has sufficient other resource_s—tofiplement and monitor tTe—ins_uF 
cg investment 1J<)Tici—<§fld’ strategies. 

_ — ‘F 

'(e) In the report required under section 60A.129, subdivision 3, paragraph (1), the 
insure_r7s31Ependent auditor shall not have identified any significanTdeficienciesTn-K 
insurer’s internal control strucfirfitfi iri'vestmen@uring‘ a_n_y p_ft_h_e_ five yearsifi 
mediately preceding the E on which sections 60L.01 to 6OL.l5 begin to apply t_o@ 
insurer, a_nd as long as sections 60L.01 t_o’60L.l5 apply t_o E insurer, p

’ 

Subd. RESOLUTIONS. Before sections 60L.01 t_o 6OL.l5 apply to E insurer, 
the board o_f directors o_f E insurer must adopt E following resolutions: 

(_1) a resolution finding Eat gig insurer 3 E affiliate, as defined section 60D. 15, 
subdivision 2, of the insurer Es employed a professional investment manager for the in- 
surer’s investments with sufficient expertise and has sufficient other resources to imple- 
ment and monitor the insurer’s investment policies and strategies; and

' 

Q aresolution electing Qt sections 60L.01 t_o 6OL.l5 apply t_o E insurer. 
Subd. 5. COMMISSIONER REVIEW. Sections 60L.01 to 6OL.l5 do not govern 

an insurer unless the insurer has notified the commissioner in wrmng of itsfite-riion that 
s—ections 60L.01 t3_6OL. 15 w—i1lgovern tHe—insurer at least 3-0 days befiire applying sT 
tions 60L.01 to «sums to itmvesunsnffablicies, o}‘a".sEnT:E §EH6d of time as the ca 
missioner permits, and tl-iecommissioner has not dEa_pproved the goverfrg 6? :3? 131? 
g _b_y sections 60L.01 t_o 6OL.l5 within :h_is, fiod. _ 

Subd. SUBSTITUTION OF LAW. When sections 60L.01 t_o 60L.15 begin t_o 
govern E insurer, then, fie <_:_a_s_e pfa E insurer, sections 61A.28; 61A.282, subdivi- 
sion 2; 61A.283; 61A.29; 61A,3.l; and 6lA.315; and, in the caseof an insurer other thana E insurer, section 60A. ll, do n_ot apply t_o _a_n insurer. 

Subd. 7. TERMINATION. (a) After sections 60L.01 to 60L. 15 begin 9 govern ap 
insurer, secfions 60L.01 t_o 6OL.l5—apply t_o E insurer unless: Q E insurer has ceased to comply with the requirements of subdivision 1, if the 
insurer 3 @ insurer—,_9r subdifision _2_, the infirer is other than—a1ife insurer, agl with 
the requirements of subdivision 3 and-E failed t_o bring itself back into compliance with 
th_e requirements within days of ceasing t_o comply; _or Q t_h_e commissioner l_1a_s issued E order under section 60L. 14, subdivision E 
sections 60L.01 to 60L. 15 no longer govern E insurer, regardless of whether tl_le insurer 
is contesting the order; or’ 

E insurer’s board Q directors has adopted a resolution electing that sections 
60L.01 t_o 6OL.l5 E longer apply E investments an_d investment practices; 

New language is indicated by underline, deletions by strikeout-
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(ii) the insurer has notified the commissioner writing 9_f intention that sections 
60L.O1 to 6OL.15 no longer apply to the insurer’s investments and investment practices; 
and 

during the period ending E days after th_e receipt 11 E commissioner of _tl1_e_> 
written notice, fire commissioner h_as_ pct issued Q order under section 60L.14 prohibit- 
i_r_i_g_ the insurer from ceasing t2 comply with sections 60L.O1 t3 6OL.15. 

@_ & insurer may n_ot elect more than once _a 
12-month period mat sections 

60L.O1 t_o 6OL.15 d_o E apply to tl1_einsurer’s investments an_d investment practices. 
Q in investment which held Q E admitted asset b_y E insurer Q E %g 

which sections 60L.O1 t_o 6OL.15 cease t3 govern fie insurer an_d which qualified asE 
admitted asset immediately before % E remains qualified _a_s_ a_n_ admitted asset o_ftl_1_e 
insurer. 

(_d_)_ If sufficient voting securities of th_e insurer or an affiliate are acquired to require a 
filing under section 60D.17, sections 60L.O1 to 6OL.15 cease to apply to the insurer 30 
days following the completion of the acquisitmn of voting secfiities. E'_the—l>oard 9: (E 
rectors of me instirer desires tl1_e_—fi1s'{1'rer to continu?t_o IE governed by secfins 60L.01T6 
60L.15,"i—t shall comply with the requirements o_f subdivision 3 flfl notify the cor; 
rnissioneY Esrequired u% E subject t_o subdivision Ef th_e notification 
within Q days of th_e completion g’ the acquisition, the insurer is governed‘ by sections 
60L.O1 t_o 60L.«1—5 during the ti_rr_i_e_ pemd allowed 1E fie commissioner’s disapproval. 

(e) When sections 60L.O1 t_o 60L. 15 cease to govern an insurer, then, the case o_f a 
life insurer, sections 6lA.28; 6lA.282, subdivision 61A.283; 61A.29; 61A.31; and 
61A.315, and, in the case of an insurer other than a life insurer, section 60A. 11, applyr—tc) 

Subd. CONFLICT OF LAWS. Sections 60L.O1 t_o 6OL.15 prevail 92% any oth- g law, except section 60D.16, Eauthorizes a_n insurer t_o make a particular investment 
E th_e other la_w w_as enacted before August L 1998. 

Sec. 3. [60L.03] MINIMUM FINANCIAL SECURITY BENCHMARK. 
‘Subdivision AMOUNT. Except as otherwise provided subdivisions 2 aglé E amount 9:ftl1_e minimum financial security benchmark for £1 insurer % greater cg 
_(_1_2 the authorized control level risk—based capital applicable t_o E insurer §E 

fined under section 60A.60, subdivision _1_l_, clause g Q E minimum capital E minimum surplus required f9_r maintenance o_f E insur~ 
er’s certificate of authority. 

Subd. 2. AUTHORIZATION BY ORDER. The commissioner may, according to 
the controllhig factors specified in subdivision 6, establish by order a In-infinum financial 
sEurity benchmark to apply to {specific insurer provided—itis not less than the amount 
determined under sul§division_ 

_ _ __ ‘_ _‘_— 
‘ 

Subd. 3. ADDITIONAL AUTHORIZATION. The commissioner may establish a 
minimum fihancial security benchmark that is a multiple of authorized control level risk- 
based capital to apply to any class of insurers provided the amount established is not less 
thin E amount specifiefinder subdivision — H-‘-T‘ 

New language is indicated by underline, deletions by serikeeute
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Subd. SURPLUS. _'Il1_e commissioner shall determine th_e amount pf surplus% 
constitutes g insurer’s minimum financial security benchmark g Q amount th_at 
provide reasonable security against contingencies affecting ge insurer’s financial posi- 
ti_o_n t_h_§: are n_ot fully covered b_y reserves o_r b_y reinsurance. A 

Subd. TYPES OF CONTINGENCIES. _'I}1_e commissioner shall considerE 
risks 95 

£1_) increases E frequency Q severity o_f losses beyond t_he levels contemplated 
b_y fie rates charged; 

Q) increases expenses beyond those contemplated Q13 rates charged; 

(3) decreases in the value of or the return on invested assets below those planned 313 
£42 changes economic conditions mat would make liquidity more important than 

contemplated a_nd would force. untimely sz:1l_e o_f assets g prevent timely investments; Q currency devaluation t_o which t_h_e insurer E E subject; Ed Q any other contingencies the commissioner can identify that may affect ge insur- 
1"s operations. ' 

Subd. CONTROLLING FACTORS. In making the determination under subdi- 
vision 4, the commissioner shall take into account the following factors: 

Q E most reliable information available as to tile magnitude o_f E various risks 
under subdivision 

Q t_h;e_ extent t_o which E risks specified under subdivision § are independent o_f 
each other E are related, a_nd whether E dependency direct o_r inverse; 

(3)_ th_e insurer’s recent history of profits or losses; 

(4) the extent to which the insurer has provided. protection against the contingencies 
in otherways than the establishment of surplus, including redundancy of premiums, ad- 
‘]TlIs_tlT)iIit—}76F;0F:t‘% under their ten_ns, investment valuation reserves_whether VOIIE 
tary or mandatory, appropriateT1-isurance, the use of conservative actuarial assumptions 
to provide a margin of security, reserve adjustments in recognition of previous rate inade- 
quacies, contingency or catastrophe reserves, diversification of assets, and underwriting _ I _ 

(5) independent judgments of the soundness of the insurer’s operations, as evi- 
dencedfl E ratings o_f reliable pfoTEsional financfalfiporting services; Ed _- 

(6) any other relevant factors. 

Sec. 4. [60L.04] AUTHORIZED INVESTMENTS. 
Subdivision 1. AUTHORIZATION. Subject to the provisions of sections 6OL.0l 

to 60L. 15, an insurer may loan or invest itsfunds, and_m_z§ buy, sell, hcmi title to, possess, 
occupy, pledge, convey, manage, protect, insure, and deal with its investments, property, 
and other assets to the same extent as any other corporation or other person under the laws 
o_f E o_r E United States. I

« 

_ 
Subd. 2. BOARD OF DIRECTORS; DUTIES. With respect to all of the insurer’s 

investmentsffi board of directors gt: an insurer shallyercise th_eTu7igmeFa_nd_ 5%, 

New language is indicated by underline, deletions by sta=ileeeut—.
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under the circumstances then prevailing, that persons of reasonable prudence, discretion, 
and intelligence exercise in the management of a like enterprise, not in regard to speculat- 
ing but in regard to the permanent disposition of their funds, considering the probable 
EEOTITE as well asThe—probable safety of their capiTInvestments must bebfsufficient 
value, li'q_uEr,?il_diversity to ensur?theTr1surer’s ability t_o my cmtsfinding o_b— 
ligations based on reasonable assumptiorfiis to new business production for current lines 
of business. g part o_f exercise of judgment and care, the board of directors shall take

A 

into account the prudence evaluation criteria specified ufier section 60L.05. 
Subd. INTERNAL CONTROLS. The insurer shall establish E implement in- 

ternal controls a_n_d procedures to ensure compliance with investment policies and proce- 
dures t_o_ ensure tlit: 

(1) the insurer’s investment staff and any consultants used are reputable and capa- T 

(2) a periodic evaluation and monitoring process occurs for assessing the effective- 
ness of investment policy and strategies; 

Q management’s performance assessed meeting the stated objectives within 
the investment policy; a__n_d_ 

Q appropriate analyses a__re_ undertaken o_f th_e degree t_o which asset cash flowsQ 
adequate to meet liability cash flows under different economic environments. The analy- 
s<3s_ must _b_e conducted a_t least annually and make specific reference to economic condi- 
tions. 

1 _ 
Subd. COMPLIANCE. Compliance sections 60L.0l t_o 60L.15 deter- 

mined light 9f_tllc_ facts and circumstances existing at the time o_fth_e insurer's decision 
or action and not by hindsight. 

Sec. 5. [60L.05] PRUDENCE EVALUATION CRITERIA. 
The factors in clauses (1) to (12) shall be evaluated by the insurer and considered 

along with bu§ness de—te:rTr1ining whefir an investfiefiportfolicg investment 
policy prudent. The commissioner shall consider the factors in clauses Q t_o_ (12) IE 
fore making a determination that an insurer’s investment portfolio or investment policy is 
n_ot prudent: 

Q2 _g_e_n_eral economic conditions; 

Q fie possible effect o_f inflation g deflation; 
(3_) th_e expected tg consequences of investment decisions or strategies; 
(4_) Q fairness ad reasonableness gf th_e terms o_f E investment considering 

probable an_d reward characteristics and relationship t2 % investment portfolio as 3 
whole; 

$52 the extent o_f me diversification o_f me insurer’s investments among individual 
investments, classes 9_f investments, industry concentrations, dates o_f maturity, El geo- 
graphic areas;

' 

Q the quality and liquidity o_f investments affiliates; 
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(7) the investment exposure to the following risks, quantified in a manner consistent 
with .t_h_e_ insurer’s acceptable level identified section 60L.06, clause liquidity; 
credit ‘id default; systemic (market); interest rate; L11, prepayment an_d extension; cu: 
rency; Ed foreign sovereign; 

@.tl1_e amount of the insurer’s assets, capital surplus, premium writings, insur- 
ance force, other appropriate characteristics; 

(_92 the amount an_d adequacy Q @ insurer’s reported liabilities; 
(10) the relationship of me expected cash flows of the insurer’s assets and liabilities, £1 E o_f adverse changes E insurer’s assets a_n£l liabilities; 
£9 E adequacy o_f fie insurer’s capital surplus to secure E risks fld liabili- 

ties of the insurer; and Q E other factors relevant t_o whether E investment prudent. 

Sec. 6. [60L.06] INSURER INVESTMENT POLICY. 
In acquiring, investing, exchanging, holding, selling, and managing investments, an 

insurer shall establish and follow a written investment policy that must be reviewed and 
approve<Ty the insurer’s board ofdirectors at least annually. TE=,E>Eent and fonnafif 
an insurer?i1r—vest1nent policy a}E at the insHr£:r:’sdiscretion,l)_‘TJ"t must inclride writta 
g_uidelines appropriate to _th_e inEe?sWJsiness' Q to the follofigz Q E general investment policy gffi insurer containing policies, procedures, 31 
controls covering Q aspects of _th_e investing function; 

(_2) quantified goals Ed objectives regarding gig composition o_f classes o_f invest- 
ments, including maximum internal limits; ' 

(3) periodic evaluation of the investment portfolio as to its risk and reward charac- 
teristics. This clause does notpreaude an insurer from thEI1§7e‘6’fn'I6'£r% portfolio theory 
to manage its investments. For purposes of this section, “modem portfolio theory” means 
the collection of models and applications that prescribe the maximization of expected re- 
Efns for a given level ofTggregate risk afilie primary objective of investment portfofi 
manag?n_ent; 

: _ 1 _ — F-- 

342 professional standards fo_r thf individuals making day—to—day investment deci- 
sions t_o ensure % investments are managed E ethical Ed capable manner; Q the types o_f investments to be made _a_nd those t_o E avoided, based gr their§s_k 
a_n_d reward characteristics £1 tlg insurer’s level o_f experience with _tl_1e investments; 

(6) the relationship of classes of investments to the insurer’s insurance products and 
liabilities; 

Q the manner which E insurer intends 9 implement section 60L.05; _a_n_d Q E level o_f risk,. based 911 quantitative measures, appropriate Q E insurer giv- E Q level o_f capitalization an_d expertise available t_o E insurer. 
Sec. 7. [60L.07] AUTHORIZED CLASSES OF INVESTMENTS. 
_'£h_e_ following classes 9_1_’ investments E E counted §)_r E purposes specified 

section 6OL.11, whether they are made directly o_r § a participant a partnership, joint 
venture, gr limited liability ccrpany: 
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(1) cash in the direct possession of the insurer or on deposit with a financial institu- 
ti_or_i regulated b_y E federal Q stateagehcy o_f t_h_e_UHted States; 

(2) bonds, debt—1ike preferred stock, and other evidences of indebtedness of govern- 
mental units in the United States or Canada, or the instrumentalities of the governmental 
units, or privateklilsiness entities domiciled iFth—e~ United States or C_a'nada, includingE 
set—ba_c_l<ed securities and SVO listed mutua—l funds;

- 
(3) loans secured by mortgages, trust deeds, or other security interests in real proper- 

ty located in the United States or Canada or secured by insurance against default issued 
by a gover_n_nEit insurance corporation ofihe United—States Q Canada or by a_n insurer 
Ethorized t2 d_o business state; 

_ — K“- 
(4) common stock or equity-—like preferred stock or equity interests in any United 

States_or Canadian business entity, or shares of mutual Finds registered wi-th'tlie—Securi— 
ties and_ Exchange Commission of the United—States under the Investmerffiifiany Act 
fifi), other th_an_ SVO listed mutual funds; — — 

g_5_)_ real property necessary for die convenient transaction o_f the insurer’s business; 

(6) real property and its fixtures, furniture, furnishings, and equipment inthe United 
States o_r Canada, which produces 9_r after suitable improvement c_a_n reasonably b_e% 
pected t_o produce substantial‘ income; 

(12 loans, securities, g other investments o_ftl_1_e types described clauses Q) toQ 
in countries other than the United States and Canada; 

(_8_) bonds or other evidences o_f indebtedness o_f international development orga- 
nizations o_f which the United States a member; 

(_9_) loans upon th_e security o_f t;h_e insurer’s own policies amounts th_a_t E ade- 
quately secured by the policies and that E case exceed the surrender values of the poli- 
cies; 

(1_0)_ tangible personal property under contract of §_al_e o_r lease under which contrac- 
tgil payments may reasonably be expected to return the principal of and provide earnings 
o_n E investment within anticipated useful lig 

(11) other investments authorized b_y th_e commissioner;E 
(12) investments not otherwise permitted by this section, and E specifically pro- 

hibitefiy other law, to‘—the extent of not more [h;I—1_fTW3 percent of the first $500,000,(fi 
of the in§1_re:Tadmitte‘da§sets plu-s“teTp§1H_tlI€insurer’s ad~nTtte'd-assets exceeding 
$500,000,000. 

Sec. 8. [60L.08] LIIVIITATIONS GENERALLY APPLICABLE. 
Subdivision CLASS LIMITATIONS. 13); gig purposes of section 60L.l1, tlg 

following limitations E classes o_f investments apply: 
Q E0}: investments authorized under section 6OL.O7, clause _(3), and investments 

authorized under section 6OL.O7, clause Q that are of the types described section 
6OL.O7, clause Q), E following restrictions apply: 

(_12 th_e aggregate amount g medium an_d lower grade investments ‘may not exceed E percent o_f E insurer’s admitted assets; 
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Q E aggregate amount p_f lower grade investments may not exceed ten percent o_f 
the insurer’s admitted assets; 

(3) the aggregate amount of investments rated 5 or 6 by the SVO may not exceed five 
percent of E insurer’s admitted assets; 
Q Q aggregate amount o_f investments rated Q E SVO may n_(_)_t exceedE 

percent of Q1: insurer’s admitted assets; E‘ 

Q)_ E aggregate amount g medium an_d lower grade investments thfl receive§ 
cash income _l_<es_s than E equivalent yield Q United States Treasury issues with 2_1 com- 
parative average life, may n_ot exceed one percent o_f E insurer’s admitted assets. 

(b) Investments authorized under section 60L.O7, clause (3), may not exceed 45 per- 
int o_f admitted assets E case o_flif_e insurers and §_ percent of admitted assets E 
case of insurers other than life insurers. 

(c) Investments authorized under section 60L.07, clause (4), other than subsidiaries 
of the_types authorized under section 6OA.l1, subdivision 183EagrapT@), clause (4); 
KW)-._l6; or 61A.28l, may not exceed 20 percent of admittefiassets in the%e of life—ir-1: 
surers fig p‘ercent@1cFitted assas y @ o_f insurers o_tl§ E-an___li_f_—ei—TisT1r7eE 
Q Investments authorized under section 60L.07, clause Q); may rgt exceed te_n 

percent o_f admitted assets. 

(e) Investments authorized under section 60L.O7, clause (6), may not exceed 20 per- 
cent of admitted assets in the case of life insurers, and ten percent of admitted assets in the 
case of insurers other than life insurers.’ 

(f) Investments authorized under section 60L.07, clause (7), may not exceed 20 per- 
c_en_t of admitted assets.

' 

Q Investments authorized under section 60L.O7, clause Q21 may not exceedE 
percent of admitted assets. 

(h_) Investments authorized under section 60L.O7, clause (_9L may got exceed t_vQ 
percent _o_t_' admitted assets. 

Subd. 2. INDIVIDUAL LIMITATIONS. For purposes of determining com- 
pliance with_section 60L.11, securities of a single is_s1Er and its afmiates, other flianthe 
governmvegrfof the United States and sub—si7iiaries authoriE1Eder section 6OA.fi1E 
division 18, 1§ra—graph (a), clausem; 6OD.16; or 61A.'28 1, may not exceed three percent 
of admitted assets in the case of Iifeinsmers, and five percent in the case of insurers other 
man life insurers. For purposes of this subdivision, in the caseT)fTsset—backed securities 
issued, assumed, iTured,'or gugafied by a gove17n_m:i1§(Esored enterprise and se- 
cured by or evidencing an interest in a singTe asset or single pool of assets held by aEst-(E 
other business entity, E issuer considered t_o bf E a_sset gr pppl pf assets. 

Subd. 3. INVESTMENT SUBSIDIARIES. For purposes of determining com- 
pliance with’ this section, the admitted portion of a§Qs of subsidiaries under se% 
60A.11,mdivTsion 18, pa?a“graph (a) clause (4)T6oD.16,Exbdivision 2, paragraph (b); 
or 61A.28l, subdivisfii 5, are con§er_ed to be owned directly by theTnsurer and any 
other investors in propo.rti5r1—t3 the market v_a1E, gr there _n_g EarTet, % reaEaT 
value, of their ifierest in the §1Ediaries.“ 
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Subd. 4. EFFECT OF QUANTITY LIMITATIONS. To the extent that invest- 
ments excegl the limitations specified under subdivisions 1 and_2,_the excessTnay be as- 
signed to the irfiastment class authorized in section 60L.07:cla_us_e (IE), untilE 
exhausEd.

_ 

_Su_lxl;p MUTUAL FUNDS, POOLED INVESTMENT VEHICLES, AND 
OTHER INVESTMENT COMPANIES. If the commissioner considers it desirable in 
order to get a proper evaluation of the investrneft portfolio of an insurer, the7:ommissior: 
er may require that investments in mutual funds, pooled investment vehicles, or other in- 
Wzshent companies be treated fgr purposes of sections 60L.0l to 60L.15, as ifihe inves: 
tor owned directly its proportional share of the assets owned by the mutual fund, pooled 
investment vehicle:-g investment company._ 

M "- 
Subd. 6. INVESTMENT LIMITATION COMPUTATION. Unless otherwise 

specified, an_investment limitation computed on the basis of an insurer’s admitted assets 
or capital Ed surplus must relate to the amounfiefired tobefiiown on the statutory bal- 
a—n_ce sheet of me insurer most recently required to be @@ tl_1_e—éZ>'rrTriissioner. 

Sec. 9. [60L.09] PROTECTION AGAINST CURRENCY FLUCTUATIONS. 
An insurer doing business that requires it to make payments in different currencies 

shallh—ave investments in securit}'s_in each of_th?se currencies in ariamount that indepen- 
dently of all other investments meets the requirements of secfions 60L.0l to 60L.15 as 
applied”§e—p_arately to the insurer’s oblisg—ations each currency. The comm1?sioner may 
by order exempt anhifirer, or a class of insurers, fro—m this requir?rrTent if the obligat?is 
i_rf5tl—1er— currencie—s are smalf _e‘rE)Eh_t_hat no significa'r_1t- problem for financial solidity 
would b_e created b_y§1bstantial fluctu§T1or§ relative currency va—l11es. 

Sec. 10. [60L.10] PROHIBITED INVESTMENTS. 
Subdivision PROHIBITIONS. An insurer may E invest investments tl1_z1t 

are prohibited for E insurer by law; use of a derivative instrument f_or replication, p_r 
for any purposes other than hedging o_r income generation, prohibited. 

Subd. 2. DISPOSAL OF PROHIBITED ASSET. A reasonable time, not to ex- 
ceed five years, must be allowed for disposal of a prohibitecfinvestment irIlEr7lsTip?ases fie investment is demonstrated by the insurer to have been legal when made, or the 
result of a mistake_made in good fafiifo-r‘ if the cor_rirr—1-isTonTircl<§eFn17r—1§?hatthe SEER 
the ass7e-t_would E contraTy to the interests pf insureds, creditors, E th_e gTer_a1'pub1iF. 

Sec. 11. [60L.11] EFFECT OF INVESTMENT RESTRICTIONS. 
Subdivision INVESTED ASSETS. Invested assets may E counted toward s_at: 

isfaction of the minimum asset requirement only so far as they are invested in compliance 
with sections 60L.0l t_o 60L. 15 and orders issued by the commissioner. Assets other than 
invested assets may be counted toward satisfaction 9f_tl_1e minimum asset requirement a_t 
admitted annual statement value. 

Subd. ADMITTED ASSET. An investment which is held as an admitted asset by 
an insurer on the date on which sections 60L.0l to 60L.15 begin to govern the insurer and 
'w‘hich qualified as an admitted asset immediately before this date remain q—ualified as an 
admitted fit uhdef sections 60L.0l t_o 60L.15. :1 T“ 
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Subd. 3. ACQUIRED ASSETS. Assets acquired in the bona fide enforcement of 
creditors’ rights or in bona fide workouts or settlements_o_f disputed claims may IE 
counted for the pu_rpo_ses of s1TlTd_ivision 1 for_five years after71cquisition if real pTp-erty 
and threeyeafs if not realproperty, evefi mlTe_y'couId 1Totherwise be_c6i1nted under 
se—<:tiE_6(_)L3l E)_55Lj3. The comn_1E(§1er may al1ow—r‘easonable efiansions of these 
periods if replaceTnent of th%ets within the periods would not be possible with$t sub- 
stantial lo_ss_.

' 

Subd. 4. LIQUIDATION AND REHABILITATION. If an insurer does not own, 
or is unable7o apply toward compliance with sections 6OL.0l_to_6OL.l5,a—n—anTount3f 
Esets equa1?6 its minimum asset requirement, the commissiorEr may corfider it toE 
financially hizafious under Eééfion 60B.15; 6013720; o_r 606.20, 

— ‘ “ “‘ 
Sec. 12. [60L.12] REPORTS AND REPLIES. 
Subdivision REQUIREMENTS. E commissioner may require zm_y o_f§e fo_l- 

lowing from 3 person subject tq regulation under sections 6OL.O1 t_o 6OL.15: 
( 1) statements, reports, answers to questionnaires and other information, and evi- 

dence in whatever reasonable form the commissioner designates, and at reasonable inter- 
vals as the commissioner chooses; 

(2fu_l1_ explanation o_f Q programming 9_f 2_1_n_y_ data storage g communication sys- 
te_mi_n“S_°§ °_r

‘ 

Q _th_at information from gy books, records, electronic data processing systems, 
computers, 9_r an_y_ other information storage system Q made available t_o E commis~ 
sioner at a reasonable time and in a reasonable manner. 

Subd. 2. FORMS. The commissioner may -prescribe forms for the reports required 
under subdivision 1 and specify who shall exafte or certify the re13I)—rts—.The forms for the 
reports required under subdivision 1 must be consistent, so far as practicable, with those 
prescribed b_y Ether jurisdictions. 

_ W _ —_ 1 
Subd. 3. ACCOUNTING. The commissioner may prescribe reasonable minimum 

standards aml techniques of accoumng and data han—dlY1g to ensure that timely and reli- 
abl_e inforrfition exfifli be avadlfi t_o Ehf cor_n—missioneE— 

1: 
Subd. 4. PROMPT REPLY. Any officer, manager, or general agent of an insurer 

subject to sections 6OL.O1 to 60L. l—5:§1y person control1in_g or having a ccgitrzct under 
which the person has a righfio controlfiinsurer, whether exfixsively or otherwise, or a 
personfith exec1Ee_autK)ri_ty over ofin charge of any segment of the_insurer’s affahsi 
shall rejryrrxromptly in writing or—iI—1'othei'—reasonat->TyTsignated fo_rrn-,—to a written inqui- @ me commissi—oner requesfing a reply. "- 

Subd. 5. VERIFIED COMMUNICATION. The commissioner may require that 
an_y communication made to E commissioner undfi section be vc?fi—ed. —_ 

Subd. 6. N 0 ACTION FOR DAMAGES. A communication to the commissioner, 
or to an expert or consultant retained by the commissioner, required under sections 
3DI:0I-to 60L. 15? shall not subject the p%<F making it to an action for damages for the 
commun_ication i_n—t_l1_e—ab;ence o_f afial malice. 

_ M — — —"_ 
Subd. 7. INFORMATION. Notwithstanding subdivision 6, the commissioner may 

bring suit against any person providing information required under sections 6OL.O1 to 
aonifiat is notfifihrul and accurate. ’ 
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Sec. 13. [60L.13] RETENTION OF EXPERTS. 
The commissioner may retain at the insurer’s expense attorneys, actuaries, accoun- 

tants,'a_n_d other experts nT)therwis_e_aT)—art of the commissioner’s staff as may be reason- 
ably necessary to assist in reviewing the insuEr’s investments. Persons so retained are 
u—n$r the direction and c_ontrol of theE>mrnissioner and grail ait a p'u_rely adviscfi 
capacity_. 

— ‘II— 
Sec. 14. [60L.14] COMMISSIONER’S ORDERS. 
Subdivision 1. NECESSARY CHANGES. If the commissioner determines that an 

insurer’s investment practices do not meet the-Irfiiirements of sections 60L.():1_t-5 
60L.15, the commissioner may,aftcEio7"1catTn to the insurerof the commissioner’_s 
findingsrofder the insurer t6'r-n_a—l(%anges necessary t<)—<:omp1y wIthTlTe: requirementsQ 
sections 60L.01 to 60L.15. 

Subd. 2. ADDITIONAL RESTRICTIONS. If the commissioner determines that 
by reason oTthe financial condition, current investrrfehfpractice, Q‘ current investmbeift 
plan of an ihsu—u:r, the interests of insureds, creditors, or Q general public E or may be 
eh'El"a@c§_ed, the ctfimissionefrnay impose reasonable additional restrictions upon the 
admissibility—<fva1uation of invegments or may impose restrictions on the investment 
practices of an_insurer, inc1u_ding prohibiticm, divestment, or requiring i~rK/3s?ments by in- 
surers to be governed by section 60A.11 in the case of insiirers other than life insurers, 
and secTi<Es 61A.28; 6-1-A282, subdivisi61‘1f6—17f2§3; 61A.29?6EAm?a'fiE 61A.3l5 
Whe case of life insurers. _ -* 

Subd. 3. ADDITIONAL ASSETS. The commissioner may count toward satisfac- 
tion oiWm_inimum asset requirement anyTsets in which an Era is required to invest 
IEBEEMWS of a-ctfiry other than the United States § zfiondition for doing business 
in that country ft-he comrnissionEnd~s‘that counting them does not efiianger the inter- 
Etgf insureds? c—réditors, g Q generalpu_blic. I—— — 

Subd. ADJUSTMENTS. E the commissioner is satisfied by evidence of the so- 
lidity of Q insurer E t_h_e compete11c—e of managemenrand its invétment advEoTs, Ev 
commissioner, after a hearing, may by order adjust tl1e—<_:l—a§_ limitations under sectfi 
60L.O8, for thatErEr, to the exEtEt the commissioner is satisfied that the interests of 
insureds, creditors, and the public are sufficiently protected in other ways. Adjustments 
to the class 1imitatib_rE Einted urfiar section 60L.O8, in aggregate, are limited to an 
a_mo—unt equal t_o E percent 9_f tfi insurer’s liabilities. _ — _— 

Sec. 15. [60L.15] ADMINISTRATIVE HEARINGS. 
Subdivision AUTHORIZATION. An insurer aggrieved by an order or any other 

act g failure to act o_f fire commissioner regarding compliance with sections 60L.O1 tg 
60L.15 may request a hearing Q following the procedures o_f chapter 

Subd. PRIVATE HEARING. The commissioner shall hold hearings under 
section privately unless £13 insurer requests a public hearing, in which gs_e th_e hearing 
public.

‘ 

Sec. 16.. Minnesota Statutes 1996, section 61A.14, subdivision 4, is amended to 
read: 
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Subd. 4. OTHER INVESTMENTS. For purposes of determining whether the cap- 
ital, surplus and other funds of a domestic life insurance company, other than assets held 
in a separate account pursuant to this section, are invested in accordance with sections 
60A.—l-1- and 61A.28 to 6lA.3l, and 60L.O1 to 6OL.15, assets held by the company in a 
separate account in accordance w.it_h this seclion shall be disregarded. 

Sec. 17. Minnesota Statutes 1996, section 6lA.276, subdivision 4, is amended to 
read: ‘ 

Subd. 4. ALLOCATION TO SEPARATE ACCOUNTS. Amounts paid to the in- 
surer, and proceeds applied under optional modes of settlement, under the funding agree- 
ments may be allocated by the insurer to one or more separate accounts pursuant to sec- 
tion 61A.275 or, 61A. 14, or 60L.O1 to 60L.l5. Notwithstanding the provisions of section 
61A.275, subdivision lfaseparate a?count for funding agreement proceeds may include 
funds from any source authorized to purchase a funding agreement pursuant to this sec- 
tion. r 

Presented to the governor March 19, 1998 
l Signed by the governor March 23, 1998, 10:55 am. 

CHAPTER 320—S.F.No. 3036 
An act relating to limited partnerships; regulating withdrawals by limited partners; changing 

state law to provide favorable federal estate tax valuation treatment in certain circumstances; 
amending Minnesota Statutes 1996, section 322A.47. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1996, section 322A.47, is amended to read: 
322A.47 WITHDRAWAL OF LIMITED PARTNER. 
Subdivision 1. WHEN AGREEMENT DOES NOT SPECIFY. A limitedpartner 

maywfihdrawfieinjahnfitedpmtnemhipmtheémemupmthehappemngefevenaspe 
eified in writing in the partnership agreement: If the partnership agreement does not 
specify in writing the time or the events upon the happening of which a limited partner 
may withdraw or a definite time for the dissolution and winding up of the limited partner- 
ship, a limited partner may withdraw upon not less than six months’ prior written notice 
to each general partner at each’s address on the books of the limited partnership at its of- 
fice in this state. 

This subdivision applies t_o limited partnerships formed before August _1_, 1998. 
Subd. 2. WHEN AGREEMENT SPECIFIES. A limited partner may not with- 

draw from aTimited partnership except at the time or uptfi the happening o$erEs' speci- 
_tje_d wrifing E partnership agreement. ’ 

This subdivision applies to all limited partnerships formed on or after August 1, 
1998El to all limited partner§hi1)_sfonned before August 1, 1998,~h1whH1‘the partnei 
ship a,§EEéEe?t specified in writing a time or events upon the happening of which a lim- 
Eilpanner withdr2K/. 

— Z _ — _ T _— 
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