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CHAPTER 142—S.F.No. 1964 
An act relating to insurance; regulating the life and health guaranty association; modifying 

coverages; assessments; rights and duties; amending Minnesota _Statutes 2000, sections 61B.I9, 
subdivisions 2, 3, 4, 5; 6IB.20, subdivisions 1, 14, I5, 16, 17, 18, by adding subdivisions; 6IB.22, 
subdivision 3; 6IB.23, subdivisions 3, 4, 11, I2, 13, by adding subdivisions; 61B. 24, subdivisions 
4, 5, by adding subdivisions; 61B.26; 61B.27; 6IB.28, subdivisions 1, 3, by adding a subdivision; 
6]B.29. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 2000, section 61B.19, subdivision 2, is amended to 

read: 

Subd. 2. SCOPE. (a) Sections 61B.18 to 61B.32 provide coverage for the policies 
and contracts specified in paragraph (b) to: ‘ 

(1) persons who are owners of or certificate holders under these policies or 
contracts, or, in the case of unallocated annuity contracts, to the persons who are the 
eent-raet holders er participants in a covered retirement plan, g E case 9_f 
structured settlement annuities, t_o persons who E payees respect o_f their liability 
claims (or beneficiaries of such payees who are deceased) and who: 

(i) gfl are residents; or 
(ii) (B) are not residents, but only under all of the following conditions: the 

insurers E issued the policies or contracts are domiciled in the state of Minnesota; 
those insurers never held a license or certificate of authority in the states in which those 
persons reside; those states have associations similar to the association created by 
sections 6lB.18 to 61B.32; and those persons are not eligible for coverage by those 
associations; and 

(2) persons who, regardless of where they reside, except for nonresident 
certificate holders under group policies or contracts, are the beneficiaries, assignees, or 
payees of the persons covered under clause (1). 

(b) Sections 61B.18 to 61B.32 provide » coverage to the persons specified in 
paragraph (a) for direct, nongroup life, health, annuity, and supplemental policies or 
contracts, for subscriber contracts issued by a nonprofit health service plan corporation 
operating under chapter 62C, for certificates under direct group policies and contracts, 
and for unallocated annuity contracts issued by member insurers, except as limited by 
sections 61B.18 to 61B.32. Except as expressly excluded under subdivision 3, annuity 
contracts and certificates under group annuity contracts include, but are not limited to, 
guaranteed investment contracts, deposit administration contracts, unallocated funding 
agreements, allocated funding agreements, structured settlement agreements; lottery 
eentraets; annuities, annuities issued to or in connection -with government lotteries, and 
any immediate or deferred annuity c_orFraets. Covered Wallocated annuity contracts 
include those that fund a qualified defined contribution retirement plan under sections 
401, 403(b), and 457 of the Internal Revenue Code of 1986, as amended through 
December 31, 1992. 
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Sec. 2. Minnesota Statutes 2000, section 61B.19, subdivision 3, is amended to 
read: 

Subd. 3. LIMITATION OF COVERAGE. Sections 61B.l8 to 6lB.32 do not 
provide coverage for: 

(1) a portion of a policy or contract n_oI; guaranteed by E insurer, 3' under which 
the investment risk is borne by the policy or contract holder; 

(2) a policy or contract of reinsurance, unless assumption certificates have been 
issued and the insured has consented to the assumption as provided under section 
60A.09, subdivision 4a; 

(3) a policy or contract issued by an assessment benefit association operating 
under section 61A.39, or a fraternal benefit society operating under chapter 64B; 

(4) any obligation to nonresident participants of a covered retirement plan or to 
the plan sponsor, employer, trustee, or other party who owns the contract; in these 
cases, the association is obligated under this chapter only to participants in a covered 
plan who are residents of the state of Minnesota on the date of impairment or 
insolvency; 

(5) an annuity eentraet issued in eermeetien with and for the purpese eftuneling 
a structured settlement of a liability claim; _a structured settlement annuity situations 
where the a liability insurer remains liable to _t_l§ payee; 

(6) a portion of an unallocated annuity contract which is not issued to or in 
connection with a specific employee, union, or association of natural persons benefit 
plan or a governmental lottery, including but not limited to, a contract issued to, or 
purchased at the direction of, any governmental bonding authority, such as a municipal 
guaranteed investment contract; 

(7) a portion of a policy or contract issued to a plan or program of an employer, 
association, or similar entity to_provide life, health: or annuity benefits to its employees 
or members to the extent that the plan or program is self—funded or uninsured, 
including benefits payable by an employer, association, or similar entity under: 

(i) a multiple employer welfare arrangement as defined in the Employee 
Retirement Income Security Act of 1974, United States Code, title 29, section 
1002(40)(A), as amended; 

(ii) a minimum premium group insurance plan; 
(iii) a stop-loss group insurance plan; or 

(iv) an administrative services only contract; 

(8) any policy or contract issued by an insurer at a time when it was not licensed 
or did not have a certificate of authority to issue the policy or contract in this state; 

(9) an unallocated annuity contract issued to an employee g connection with 

a benefit plan protected under the federal Pension Benefit Guaranty Corporation, 
regardless o_f whether th_e federal Pension Benefit Guaranty Corporation E y_e,t 
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become liable 9 make my payments with respect t_o t_h3 benefit plan; 
(10) a portion of a policy or contract to the extent that it provides for (i) dividends 

or experience rating credits except to the extent the dividends or expergnce rating 
credits have actually become due and payable or have been credited to the policy or 
contract before the date of impairment or insolvency, (ii) voting rights, or provides that 
a fee or allowance be paid to a (iii) payment of any re—c3s or allowances to any person, 
including the policy or contract holder, in connection with the service to, or 
administration of, the policy or contract; and 

(11) a contractual agreement that establishes the member insurer’s obligations to 
provide a book value accounting guaranty for defined contribution benefit plan 
participants by reference to a portfolio of assets that is owned by the benefit plan or its 
trustee, which in each case is not an affiliate of the member insurerfi 

(12) a portion of a policy or contract to the extent that the rate of interest on which 
it is baxdj or the irE:r_est rate,crediting rzfiejcir sirnilarficfi Eerinined by Ee of an 
Eidex or oEeT external reference statairr the policy or contract, e1—n-ployedE 
calculating returns p_1_' changes value: 

(i) averaged over the period of four years prior to the date on which the member 
insurer becomes an impaired or insolvent insurer under sections 6lB.l8 to 61B.32, 
whichever is earfier, exceeds_the rate of interest determined by subtrgting two 
percentage [mints from Moody’sE>rfiate—Bond Yield Average avaiged for that saTnB 
four—year period or for the lesser period if the policy E‘ contract was issifilfss than 
four years beforethfingber insurer becfnjes E impaired gr ins_o_1y_ent insurciirfl Eions 6lB.l8 t_o—6lB.32, whichever earlier;E 

(ii) on and after the date on which the member insurer becomes an impaired or 
insolvent insurer under this chapter, whichever is earlier, exceeds the rate of interest 
determined lg subtractigthree percentage pofiits from Moody’s Corporate Bond 
Yield Average a_s most recently available; 

(13) a portion of a policy or contract to the extent it provides for interest or other 
chang?.irl value to_be_ deterrnified by the —1ise—of an incbex or othergxternal refierence 
stated in—the polic_yFr contract, btfvmchliavejot been—credited to the policy or 
contract: (firs to which the policy_or contracEnerTsY1':gllts are subjétfi forfeiture: 
as of the—dat_e fire memb—er insurer_becomes an impaired or irisolvent irgurer under 
§cti_o1—1—s‘6§18To 61B.32, whichever is earlie—r. If a policfs or contract’s interest or 
changes in value‘ are credited less fre-ciuently than annual1y,_then for purposes 5’ 
determining the valT1es that havefien credited armot subject toforfcgure under thi_s 
clause, the ingrest or Cfigwfil Ede determirg Wusing the—procedures definefi 
the poliaor contraa will be cmdited as if the contrzfitual date. of crediting interest or 
gauging xglues was tfigdate of impai—rrrErT or insolvencyWhEhever is earlier, arfi 
will not be subjeE)—fo_rf%r§ and 

W _ — 
@ a portion g a policy gr contract t_o me extent E the assessments required 

by section 61B.24 with respect t_o th_e policy 3‘ contract E preempted by federal E 
state law. 
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Sec. 3. Minnesota Statutes 2000, section 61B.19, subdivision 4, is amended to 
read: 

Subd. 4. LIMITATION OF BENEFITS. The benefits for which the association 
may become liable shall in no event exceed the lesser of: 

(1) the contractual obligations for which the insurer is liable or would have been 
liable if it were not an impaired or insolvent insurer; or 

(2) subject to the limitation in clause (4) (5), with respect to any one life, 
regardless of the number of policies or contracts: 

(i) $300,000 in life insurance death benefits, but not more than $100,000 in net 
cash surrender and net cash withdrawal values for life insurance; 

(ii) $300,000 in health insurance benefits, including any net cash surrender and 
net cash withdrawal values; 

(iii) $100,000 in annuity net cash surrender and net cash withdrawal values; 
(iv) $300,000 in present value of annuity benefits for structured settlement 

annuities whieh are part e£ a struetured settlement or for annuities in regard to which 
periodic annuity benefits, for a period of not less than the annuitant’s lifetime or for a 
period certain of not less than ten years, have begun to be paid, on or before the date 
of impairment or insolvency; or 

(3) subject to the limitations in clauses (5) and (6), with respect to each individual 
resident participating in a retirement plan, except a defined benefit plan, established 
under section 401, 403(b), or 457 of the Internal Revenue Code of 1986, as amended 
through December 31, 1992, covered by an unallocated annuity contract, or the 
beneficiaries of each such individual if deceased, in the aggregate, $100,000 in net cash 
surrender and net cash withdrawal values; 

(4) where no coverage limit has been specified for a covered policy or benefit, the 
coverage limit shall be $300,000 in present value; 

(5) in no event shall the association be liable to expend more than $300,000 in the 
aggregate with respect to any one life under clause (2), items (i), (ii), (iii), (iv), and 
clause (4), and any one individual under clause (3); 

(6) in no event shall the association be liable to expend more than $7,500,000 with 
respect to all unallocated annuities of a retirement plan, except a defined benefit plan, 
established under section 401, 403(b), or 457 of the Internal Revenue Code of 1986, 
as amended through December 31, 1992. If total claims from a plan exceed 
$7,500,000, the $7,500,000 shall be prorated among the claimants; 

(7) for purposes of applying clause (2)(ii) £1 clause (5), with respect only to 
health insurance benefits, the term “any one life” applies to each individual covered by 
a health insurance policy; 

(8) where covered contractual obligations are equal to or less than the limits stated 
in this subdivision, the association will pay the dilference between the covered 
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contractual obligations and the amount credited by the estate of the insolvent or 
impaired insurer, if that amount has been determined or, if it has not, the covered 
contractual limit, subject to the association’s right of subrogation; 

(9) where covered contractual obligations exceed the limits stated in this 

subdivision, the amount payable by the association will be determined as though the 
covered contractual obligations were equal to those limits. In making the determina- 
tion, the estate shall be deemed to have credited the covered person the same amount 
as the estate would credit a covered person with contractual obligations equal to those 
limits; or 

(10) the following illustrates how the principles stated in clauses (8) and (9) apply. 
The example illustrated concerns hypothetical claims subject to the limit stated in 
clause (2)(iii). The principles stated in clauses (8) and (9), and illustrated in this clause, 
apply to claims subject to any limits stated in this subdivision. 

CONTRACTUAL OBLIGATIONS OF: 
$50,000 

Guaranty 
Estate Association 

0% recovery 35 0 $ 50,000 
from estate 
25% recovery 39 12,500 $ 37,500 
from estate 
50% recovery $ 25,000 $ 25,000 
from estate 
75% recovery ‘ $ 37,500 $ 12,500 
from estate 

$100,000 
Guaranty 

Estate Association 
0% recovery ('3 0 $100,000 
from estate 
25% recovery $ 25,000 $ 75,000 
from estate 
50% recovery $ 50,000 $ 50,000 
from estate 
75% recovery $ 75,000‘ $ 25,000 
from estate 

$200,000 
Guaranty 

Estate Association 
0% recovery $ 0 $100,000 
from estate 
25% recovery $ 50,000 $ 75,000 
from estate 
50% recovery $100,000 $ 50,000 
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from estate 
75% recovery $150,000 $ 25,000 
from estate 

For purposes of this subdivision, the commissioner shall determine the discount 
rate to be used in determining the present value of annuity benefits. 

Sec. 4. Minnesota Statutes 2000, section 6lB.19, subdivision 5, is amended to 
read: 

Subd. 5. LIMITED LIABILITY. The liability of the association is strictly 
limited by the express terms of the covered policies and contracts and by the provisions 
of sections 61B.18 to 61B.32 and is not aifected by the contents of any brochures, 
illustrations, advertisements, or oral statements by agents, brokers, or others used or 
made in connection with their sale. This limitation on liability does not prevent an 
insured from proving liability that is greater than the express terms of the covered 
policy or contract. The insured must bring an action to claim the greater liability no 
later than one year after entry of an order of rehabilitation, conservation, or liquidation. 
The association is not liable for any extra-contractual claims, such as claims relating 
to bad faith in payment of claims and claims relating to——_ma1Eeting practices, 
5(e—If1plar_37,—or~punitive damages. The Eociation is not liafie for attorney fees or 
interest other than as provided for by the terms of the policies or contracts, subject to 
the other limits of sections 61B.18 to 61B.32. 

Sec. 5. Minnesota Statutes 2000, section 61B.20, subdivision 1, is amended to 
read: 

Subdivision 1. APPLICATION. The definitions in this section apply to sections 
6«1—B.—19 61B.18 to 61B.32. 

Sec. 6. Minnesota Statutes 2000, section 61B.20, is amended by adding a 
subdivision to read: 

Subd. 13a. MO0DY’S CORPORATE BOND YIELD AVERAGE. “Moody’s 
> Corporate B313 Yield Average” means t_he Monthly Average Corporates a_s published 
b_y Moody’s Investors Service, Inc., g E successor thereto. 

Sec. 7. Minnesota Statutes 2000, section 61B.20, subdivision 14, is amended to 
read: 

Subd. 14. PERSON. “Person” means an individual, corporation, partnership, 
unincorporated association, limited liability company, governmental body 9_r entity, or 
voluntary organization. 

Sec. 8. Minnesota Statutes 2000, section 61B.20, subdivision 15, is amended to 
read: 

Subd. 15. PREMIUMS. “Premiums” means amounts or considerations by 
whatever name called received on covered policies or contracts less premiurrTs—, 
considerations, and deposits returned, and less dividends and experience credits on 
those covered policies or contracts to the extent not guaranteed in advance. The term 
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does not include amounts received for policies or contracts or for the portions of 

policies or contracts for which coverage is not provided under section 6lB.19, 

subdivision 3, except that assessable premium shall not be reduced on account of 
section 61B.19, subdivision 4, relating to limitations with respect to any one life, any 
one individual, and any one contract holder. Premiums subject to assessment under 
section 61B.24, include all amounts received on any unallocated annuity contract 

issued to a contract holder resident in this state if the contract is not otherwise excluded 

from coverage under section 6lB.19, subdivision 3; provided that “premiums” shall 
not include any premiums in excess of the liability limit on any unallocated annuity 
contract specified in section 6lB.19, subdivision 4. 

Sec. 9. Minnesota Statutes 2000, section 6lB.20, subdivision l6, is amended to 
read: 

Subd. 16. RESIDENT. “Resident” means a person who resides in Minnesota at 
the time a member insurer is initially determined by the commissioner or a court to be 
an impaired or insolvent insurer and to whom a contractual obligation is owed. A 
person may be a resident of only one state, which in the case of a person other than a 

natural person is its principal place of business, and which, in the case of a trust, is the 

principal place of business of the settler or entity which established the trust. Citizens 
of the United States who are either (i) residents of foreign countries, or (ii) residents 
Ff _U_nited States pogsgo-ns, terri—to1ies, E Eotectorates that do_rH 11_a\E an 

association similar to t_h_e association created by sections 6—l_l:l9__to?1B.32, 37; 
considered residents-pf this state if the insurerfig issued the covered policies or 
contracts Es domiciled E_t_lEs—staE.— 

_- _ 

Sec. 10. Minnesota Statutes 2000, section 6lB.20, is amended by adding a 

subdivision to read: 

Subd. 16a. STATE. “State” means a state, th_e District 9;" Columbia, Puerto Rico, 
an_d a United States possession, territory, E‘ protectorate. 

Sec. 11. Minnesota Statutes 2000, section 6lB.20, is amended by adding a 

subdivision to read: 

Subd. STRUCTURED SETTLEMENT ANNUITY. “Structured settlement 
annuity” means an annuity purchased in order to fund periodic payments for a plaintifi" 

or other claimanT in payment for or with respec-tTo personal injury sufiered by the 
sigma fijgcnlm” “ * * ‘ ’— 

Sec. 12. Minnesota Statutes 2000, section 6lB.20, subdivision 17, is amended to 
read: 

Subd. 17. SUPPLEMENTAL CONTRACT. “Supplemental contract” means an 
a written agreement entered into for the distribution of policy 

or contract proceeds. 

Sec. 13. Minnesota Statutes 2000, section 6lB.20, subdivision 18, is amended to 
read: 

Subd. 18. UNALLOCATED ANNUITY CONTRACT. “Unallocated annuity 
contract” means an annuity contract, funding agreement, or group annuity certificate 

New language is indicated by underline, deletions by stfikeeut:

Copyright © 2001 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



421 LAWS of MINNESOTA for 2001 Ch. 142 

that is not issued to and owned by an individual, except to the extent of annuity benefits 
guaranteed to an individual by an insurer under the contract or certificate. 

Sec. 14. Minnesota Statutes 2000, section 61B.22, subdivision 3, is amended to 
read: 

Subd. 3. COMMITTEES AND MEETINGS. Except as otherwise required 
under the plan of operation: 

(a) The board of directors may,- by unanimous afirrnative aetien ef the entire 
beard; designate three or more directors as an executive committee, which, to the 
extent determined by unanimous affirmative action of the entire board, has and shall 
exercise the authority of the board in the management of the business of the 
association. This executive committee shall act only in the interval between meetings 
of the board, and is subject at all times to the control and direction of the board. 

(b) The board of directors may; by unanimous afirmative aetien of the entire 
board; create additional committees, which have and shall exercise the specific 
authority and responsibility as determined by the unanimous aifnmative action of the 
entire board. 

(c) Any action that may be taken at a meeting of the board of directors or of a 
lawfully constituted executive committee may be taken without a meeting if authorized 
by a writing or writings signed by all the directors or by all of the members of the 
committee, as the case may be. This action is effective on the date on which the last 
signature is placed on the writing or writings, or on an earlier elfective date established 
in the writing or writings. 

(d) Members of the board of directors or of a lawfully constituted executive 
committee may participate in a meeting of the board or committee by means of 
conference telephone or similar communications equipment through which all persons 
participating in the meeting can hear each other. Participation in a meeting as provided 
in this paragraph constitutes presence in person at the meeting. 

Sec. 15. Minnesota Statutes 2000, section 6lB.23, subdivision 3, is amended to 
read: 

Subd. 3. INSOLVENT INSURER. If a member insurer is an insolvent insurer 
then, subject to any conditions imposed by the association and approved by the 
commissioner, the association shall, in its discretion: 

(1) guaranty, assume, or reinsure, or cause to be guaranteed, assumed, or 
reinsured, the policies or contracts of the insolvent insurer; 

(2) assure payment of the contractual obligations of the insolvent insurer which 
are due and owing; 

(3) provide money, pledges, guarantees, or other means as are reasonably 
necessary to discharge its duties; or 

(4) with respeet only to life and health insurance policies; provide benefits and 
coverages in accordance with subdivision 4. 
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Sec. 16. Minnesota Statutes 2000, section 6lB.23, subdivision 4, is amended to 
read: 

Subd. 4. PAYMENTS; ALTERNATIVE POLICIES. When proceeding under 
subdivision 2, paragraph (a), clause (2), or subdivision 3, clause (4), the association 

shall, with respect to only life and health insurance policies a_nd annuities: 

(a) Assure payment of benefits for premiums identical to the premiums and 
benefits, except for terms of conversion and renewability, that would have been 
payable under the policies of the impaired or insolvent insurer, for claims incurred: 

(1) with respect to group policies, not later than the earlier of the next renewal 

date under those policies or contracts or 45 days, but in no event less than 30 days, after 
the date on which the association becomes obligated with respect to those policies; or 

(2) with respect to individual policies, not later than the earlier of the next renewal 

date, if any, under those policies or one year, but in no event less than 30 days, from 
the date on which the association becomes obligated with respect to those policies. 

(b) Make diligent efforts to provide all known insureds or annuitants fir 

individual policies or group policyowners with respect to group policies 

30 days’ notice of the termination pursuant to paragraph 92 of the benefits provided. 

(c) With respect to individual policies, make available to each known insured or 
annuitant, or owner if other than the insured or annuitant, and with respect to ah 
individual formerly insured or formerly an annuitant under a group policy who is not 
eligible for replacement gronp coverage,‘ make available substitute coverage on an 
individual basis in accordance with paragraph (d), if the insureds or annuitants had a 

right under law or the terminated policy or annuity to convert coverage to individual 
coverage or to continue an individual poli_cy or annuity in force until a specified age 

or for a specified time, during which the insurer had no right unilaterally to make 
changes in any provision of the policy or annuity or had a right only to make changes 
in premium by class. 

_— 

(d)(l) In providing the substitute coverage required under paragraph (c), the 

association may ofier either to reissue the terminated coverage or to issue an alternative 
policy. 

(2) Alternative or reissued policies must be offered without requiring evidence of 
insurability, and must not provide for any waiting period or exclusion that would not 
have applied under the terminated policy. 

(3) The association may reinsure any alternative or reissued policy. 

(e)(1) Alternative policies adopted by the association are subject to the approval 
of the commissioner. The association may adopt alternative policies of various types 
for future issuance without regard to any particular impairment or insolvency. 

(2) Alternative policies must contain at least the minimum statutory provisions 
required in this state and provide benefits that are not unreasonable in relation to the 
premium charged. The association shall set the premium in accordance with a table of 
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rates which it shall adopt. The premium must reflect the amount of insurance to be 
provided and the age and class of risk of each insured, but must not reflect any changes 
in the health of the insured after the original policy was last underwritten. 

(3) Any alternative policy issued by the association must provide coverage of a 
type similar to that of the policy issued by the impaired or insolvent insurer, as 
determined by the association. 

(f) If the association elects to reissue terminated coverage at a premium rate 
different from that charged under the terminated policy, the premium must be set by the 
association in accordance with the amount of insurance provided and the age and class 
of risk, subject to approval of the commissioner or by a court of competent jurisdiction. 

(g) The association’s obligations with respect to coverage under any policy of the 
impaired or insolvent insurer or under any reissued or alternative policy ceases on the 
date the coverage or policy is replaced by another similar policy by the policyholder, 
the insurer, or the association and the preexisting condition limitations have been 
satisfied. 

Q When proceeding under subdivision with respect to ag policy carrying 
guaranteed minimum interest rates, 3, association shall assure tine payment o_r 
crediting o_f a_ rate o_f interest consistent with section 61B.19, subdivision g clause (12). 

Sec. 17. Minnesota Statutes 2000, section 61B.23, is amended by adding a 
subdivision to read: 

Subd. 4a. BOARD DISCRETION. The board of directors of the association has 
discretion and may exercise reasonable btgness judgment to detenhrfirie the means-b_y 
which the —a§oTmon is to provide the benefits of sections_61B.18 to 5-1‘B.32 in E 
econon1i—cal _zm_cl efliciefi manner. 

‘I _ _ _ _ 
Sec. 18. Minnesota Statutes 2000, section 61B.23, is amended by adding a 

subdivision to read: 

Subd. 4b. BENEFITS PROVIDED UNDER A PLAN. Where the association 
has ar‘range'<i—<)r ofl°ered to provide the benefits of sections 61B.18 t3_61B.32 to a 
ccirered persoifufi a pfin or a1rar1g—ement that Tulfills the associatioT.’s obligatmns 
under sections 61B.1§ t<?6l_l§.32, the perscfis not entitled to benefits from the 
association addition t_o or other tliTthose providedunder t_h§p_la_n o_r arrangemeri 

Sec. 19. Minnesota Statutes 2000, section 61B.23, is amended by adding a 
subdivision to read: 

Subd. 4c. COVERAGE OF POLICIES WITH INDEXED INTEREST OR 
SIMIITR RROVISIONS. In carrying git its duties in connection with guaranteeing, 
assuming, or reinsuring policies or contracts under sections 61B.1—8_to 61B.32, the 
associationniay, subject to approvfiof the receivership court, issue subsfitute coverage 
for a po1icyfiEontract@ providesefinterest rate, crediting rate, or similar factor 
determined IE use of an index, or other externafiaference stated E the policy or 
contract employ_e_di1TcaT:ulating returns or changes in value by issuing analtemative 
policy E contract accordance the_following provisiorfi

W 
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(1) in lieu of the index g other external reference provided for in the original 
policyprcofiraczt, E alternative policy pr contract provides for (i) a fixed interest rate 
_o_r payment o_f dividends with minimum guarantees or 2_1 different method-f_o__r 

calculating interest or changes value; 

Q there E requirement fen‘ evidence o_f insurability, waiting period g other 
exclusion that would not have applied under Q13 replaced policy or contract; an_¢i 

Q gig alternative policy o_r contract substantially similar t_o E replaced policy 
pr contract a_ll other material terms. 

Sec. 20. Minnesota Statutes 2000, section 61B.23, is amended by adding a 

subdivision to read: 

Subd. _&1 DEPOSITS IN THIS STATE FOR INSOLVENT OR IMPAIRED 
INSURER. A deposit in this state, held pursuant to law or required by the 

commissioner @_r th_e benefit 9:" creditors, including policy owners, Q turned over t_o 
th_e domiciliary liquidator upon me entry of 2_1 final order o_f liquidation o_r order 

approving a rehabilitation plan of an insurer domiciled in this state or in a reciprocal 

state, pursuant to section 6OB.54, shall be promptly paid to the association. The 
association is en_tit1ed to retain a pofionbf any amoumo_pai7d_ to it equal tothe 
percentage cTeterrnined_by dividing the aggregate arnount—?)f—p—olic§ 3wT1e—rs— 

c_l_aiE 

related to that insolvency_for which tE_association IE provfied statutory benefits by 
the agg1_'—egate amount of—_all policy—owners’ claims in this state related to that 

insolvency. The association flag remit to the domiciliary receiver the amount so paid 
to the assocfiion _2m_cl not retained pursuar1Tto subdivision. A_n_y_ amount ret—a71—eTl 
l;y_tlTe association shall—be treated as a distrifition of estate assets pursuant to section 
6_0l371_6 E similar—prov§ion g tie Egg of dornic_ile o_f % impaired or insolvent 
insurer. 

Sec. 21. Minnesota Statutes 2000, section 61B.23, subdivision 11, is amended to 
read: 

Subd. ll. STANDING IN COURT. The association has standing to appear or 
intervene before any court or agency in this state with jurisdiction over an impaired 

o_r 

insolvent insurer concerning which the association is or may become obligated under 
sections 61B.18 to 6lB.32 or with jurisdiction over any person or property against 
whom the association may @E1ts through suEogati—m1 or otherwise. This standing 
extendm) all matters Enane to the powers and duties ofthe association, including 
proposals for reinsuring, modifying, or guaranteeing the policies or contracts of the 

impaired or insolvent insurer and the determination of the policies or contracts and 
contractual obligations. The association may appear or intervene before a court or 
agency in another state with jurisdiction over an impaired or insolvent insurer is} 

which the association is or may become obligated or with jurisdiction over a third party 
any person E property against whom the association may have rights through 
subrogation of the insureris policyholders or of any other pessen; or otherwise, 
provided, however, in the case of any such appearance or intervention, the association 

shall not submit for adjudication its obligations to provide coverage under the 
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Minnesota Life and Health Insurance Guaranty Association Act without the prior 
approval of the commissioner. 

Sec. 22. Minnesota Statutes 2000, section 61B.23, subdivision 12, is amended to 
read: 

Subd. 12. ASSIGNMENTS; SUBROGATION RIGHTS. (a) A person receiving 
benefits under sections 61B.18 to 61B.32 shall be considered to have assigned the 
rights under, and any causes of action against any person for losses arising under, 
resulting from or otherwise relating to, the coverefiolicy or co—ntract to the association 
to the extc§i1t—of_tlie benefits received because of sections 61B.18 to 61B.32, whether the 
benefits are payments of or on account of contractual obligations, continuation of 
coverage, or provision of substitute or alternative coverages. The association may 
require an assignment to it of those rights and causes of action by a payee, policy or 
contract owner, beneficiary, insured, or annuitant as a condition precedent to the receipt 
of rights or benefits conferred by sections 61B.18 to 6lB.32 upon that person. The 
assignment and subrogation rights of the association include any rights that a person 
may have as? beneficiary of a plan covered under the Employee Retirement Income 
Security Act of 1974, United States Code, title 29, section 1003, as amended. 

(b) The subrogation rights of the association under this subdivision against the 
assets of the impaired or insolvent insurer have the same priority as those of a person 
entitled to receive benefits under sections 61B.18 to 61B.32. 

(c) In addition to paragraphs (a) and (b), the association has all common law rights 
of subrogation and other equitable or legal remedies that would have been available to 
the impaired or insolvent insurer or person receiving benefits under sections 61B.18 to 
61B.32= including without limitation, in the E of a structured settlement annuity, any 
rights of the owner, beneficiary or 131%? of the ‘annuity, to the extent of benefi—ts 

p—u-rflsuant 
t_o sections 61E1§T6fi3.§ against a__pe1?)n originally or by 

succession responsible for the losses a1:i—sing from the personal injury relating £6 tfi 
annuity or payment thereT,-tfiacepting any sucfiersoi responsible solely by reasonbf 
serving E an assignee in respect of agalifid assignment under sectio1Tl3O of the 
Internal fiefinue Codepzf 1986, as_ amended. —— —— 

(cl) If the preceding provisions of this subdivision are invalid or ineffective with 
respect_t;a1E person or claim for any r_eason, the amo1m—t payable by the 
with resp_ea_to E rela_t:eclcTw:r:a-cl cfigations shal be reduced by th_e_am—ount realized b_y_fl other person respect to the perso_r1_or claim that—isEtributable to the 
policies _c§ portion thereof covered are associati—on. — _ _ _— 

(IQ if the association has provided benefits with respect to a covered obligation 
and a perscfifrecovers amounts as to which the a%;iation has—ri—ghts as described in 
tliepreceding paragraphs of this s_1Jl:>_division,tTe person shallfiy to theasscciation tlfi 
portion o_f the recovery atfrilfiable to the pcfcies or pmioifiieredircovered by HE 
association?“ 

_ _~ _ __- 
Sec. 23. Minnesota Statutes 2000, section 61B.23, subdivision 13, is amended to 

read: 
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Subd. 13. PERMISSIVE POWERS. The association may: 
(1) enter into contracts as are necessary or proper to carry out the provisions and 

purposes of sections 6lB.18 to 6lB.32; 

(2) sue or be sued, including taking any legal actions necessary or proper to 
recover any unpaid assessments under section 61B.26 to settle claims or potential 
claims against it; 

(3) borrow money to effect the purposes of sections 6lB.18 to 6lB.32 and any 
notes or other evidence of indebtedness of the association not in default are legal 

investments for domestic insurers and may be carried as admitted assets; 

(4) employ or retain persons as are necessary Q appropriate to handle the financial 
transactions of the association, and to perform other functions as the association 

considers necessary or proper under sections 6lB.18 to 6lB.32; 

(5) enter into arbitration or take legal action as may be necessary g appropriate 
to avoid or recover payment of improper claims; 

(6) exercise, for the purposes of sections 6lB.18 to 61B.32 and to the extent 
approved by the commissioner, the powers of a domestic life or health insurer, but in 
no case may the association issue insurance policies or annuity contracts other than 
those issued to perform its obligations under sections 6lB.18 to 6lB.32;

' 

(7) join an organization of one or more other state associations of similar 

purposes, to further the purposes and administer the powers and duties of the 

association; 

(8) negotiate and contract with any liquidator, rehabilitator, conservator, or 

ancillary receiver to carry out the powers and duties of the association; and 

(9) participate in the organization of and/or own stock in an entity which exists or 
was formed for the purpose of assuming liability for contracts or policies issued by 
impaired or insolvent insurersi agi 

(1_O_) request information from a person seeking coverage from th_e association 
order t_o fie association determining obligations under sections 6lB.18 t_o 
61B.32 with respect t_o E person, z_1n_d E person shall promptly comply with gig 
request. 

Sec. 24. Minnesota Statutes 2000, section 6lB.23, is amended by adding a 

subdivision to read: 

§ul3_d. 14. ASSOCIATION ELECTION TO SUCCEED TO RIGHTS OF 
INSOLVENT OR INIPAIRED INSURER UNDER INDEMNITY REINSUR- 
ANCE CONTRACTS. (jg At any time within one year after the date on which the 
association becomes responsiTfle>—‘forEe_obligatioT1s_o?a—m%e—HnsuTerThe coverzfi 
date, the association may elect to—s1_1c_ceed to the riglfs and obligations pfthe member E accrue o_n§af_£?@ coverage_§E and @1_T_el§ to contracts—covered 
whole or in part by the association, under any one or more indemnity reinsurance 
agreements entered into lg th_e member insurer E a ceding insurer _an_d selected 13 me 
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association. However, the association may not exercise an election with respect to a 
reinsurance agreement iTthe receiver, rE>il_it_ator, or liqui—dator of thebrmember ins1_1rei' 
has previously and expressly disaffirmed the reinsurance agreement._'T‘he election shall 
beelfected by a—notice to the receiver, rehabilitator, or liquidator, anTto the affect? 
reinsurers. If—the associatiorf makes an election, clau_ses Q2 throug—h@Eply 
respect t_o Eagreements selected HE association: 

(1) the association is responsible for all unpaid premiums due under the 
agr'eeEan?fo1' periods both before and afterthecoverage date, and respowfiileE 
the performfie of all BEE obligati_5i1s—tpo-‘ beperformed after th—ecoverageE 
e—ac:h case that rel§es—to contracts covered in_-whole or in pabythe association and 
thyawwifin may charge contracts covered in part_b3r:tl1e:—_z1s_s_ociation, throtfih 
feasonable alloczttiji methods, the costs for reins1Ear_1ce_in—ex;§s of tile obligations pf 
tl1_e association; 

— _ _ — 
(2) the association is entitled to any amounts payable by the reinsurer under the 

agree_n_1—ei_1E with respect t_o losses o17>v—e_rEs that occur in pe11'5dsa—fier the coverage date 
and that relateto contract?covered_by the association 1? whole or—in_paT, provided tl1a_t, 
fifreceipt of_any such amounts,E<%sociation is obliged to_payt_3—the benefici—ar_y 
1T5&Er the poli_cy§ c_orract on accEnt of which the amounts_vEe _pai_da portion of 
the amant equal—to the exces_s of: _ — 1 — _ 

Q the amount received by E association, over @ E benefits paid by Q association Q account of t_h_e policy Q contract l_e§ 
th_e retention o_f E impaired _or insolvent member insurer applicable t_o the lo_ss pr event; 

(3) within 30 diys following the association’s election, the association and each 
indemnity reinstfier shall calculate the net balance due to or fr$n the associatibfufisr 
each reinsurance ag?eeTnent as of the7late of the:—:1s:sociat$1?s e—1e:ction, giving—fTJfi 
crcfit to all items paid by eiEei'_the—m?:?n—l_)e_1‘~i1_1—sT1rer or its receiver, rehabilitator,_o—r 
liquidaE>1‘_<)‘rW:_i—11(le::mnEr reinsur_e17du1ing the period Eatween the coverage date an—d E date Sf {BE association’s election and?) either the assoattion or inE—mniTy 
reinsulrer‘ shal1—pay the net balance due tl1?0tll(;l‘ within -fi—v—e days of the completion of 
the ancl—(i_i)_Etl1—e-Receiver, r_eFabi_hrtato~_r,E‘ liquidator has 
received any amounts due theassocj1ti_orTpursuant to paragraph (a), the receifi 
rehabilitat()—r,_ or liquidat—or_ shall remit the same to the association_as pfimptly as 
practicable; 3?} 

~— — — — — 
(4) the association, within 60 days of the election, pays the premiums due for 

pe1‘iod§botl1_l)efore and after the ca/ereje daw—that relate tocorfiicts coveredby HE 
associatirin wholcrmifiifiazfi the reinsu_r§s-ha_1l_Et_be_entit1ed to tenninag F13 
reinsurance agreements insota:ras?1e agreemefrelfaue E contracts_covered by K5 
association in whole or in part and shall not be entitled to set oif any unpaid prenfitim E E periods amo11T1ts—£l1_c3_-tl_'1__c3_association. 

(b) In the event the association transfers its obligations to another insurer, and if 
the association and thgother insurer agree, t_h_e_o-ther insurer s_h_all succeed t_o E13 
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and obligations of me association under paragraph (_a2 eifective as pf E Ea agreed 
upon kl me association gig the other insurer gig regardless of whether EL association 
hg made t_h_e election referred Q paragraph £a_) provided that: 

(1) th_e indemnity reinsurance agreements shall automatically terminate for new 
reinst-ufance unless the indemnity reinsurer and the other insurer agree to the contrary; 

Q E obligations described E th_e proviso t_o paragraph (11), clause Q shall no 
longer apply on an_d after E FEE me indemnity reinsurance agreement transferred 

t_o t_lE third party insurer; and 

Q_) paragraph 92 does n_ot apply Q association Es previously expressly 
determined writing _tlLat E exercise me election referred t_o paragraph gel); 

(c) The provisions of this subdivision shall supersede the provisions of any law of 
thi st—at<:—or of E affectetfreinsurance agreement that pro_vides for or_rec—1Eres_an_y 
payn—1e_nt o_f‘ reinsurance proceeds, on account of losses_or events tlrTtoccur in periEd_s 

after the coverage date, to the receiver, liquidator, or-r‘ehabilitaEor_ of the_insolvent 
-I1-1eI_nbT insurer. The—r.e_cei_ve—1Trehabilitator, or liquidator shall remairTerTti_t1ed to any 
amounts payable_by the reinsurer under the—reinsurance_a'g?eement with respecfio 
losses or events that occur in periods prior—to the coverage date subjemo applicable 
s_et_o_f_f 

t;ovisions.—_ 
_ _ _— —_ _ 

(d_) Except § otherwise expressly provided subdivision, nothing 

subdivision alters or modifies _th_e terms an_d conditions o_f E indemnity reinsurance 
agreements o_f the insolvent member insurer. Nothing this subdivision abrogates o_r 

limits any rights of any reinsurer to claim that it is entit—le_d to rescind a reinsurance 
agreement. Noth§igE subdi-vision E/_es_ ;_ policyow_ner E beneficiary an 
independent cause g action against aj indemnity reinsurer E E otherwise set 
forth th_e indemnity reinsurance agreement. 

Sec. 25. Minnesota Statutes 2000, section 61B.23, is amended by adding a 

subdivision to read: 

Subd. VENUE; APPEAL BOND. Except as otherwise provided section 

61B.24, subdivision 10, or 61B.26, paragraph (c), venue in a suit against the 

association arising under sections 62B.18 to 62B.32 shall be Ramsey county. 1113 
association shall E be required to give E appeal bond E appeal _lZl'1_ilE relates t_o a 
cause Q action arising under sections 6lB.18 to 61B.32. 

Sec. 26. Minnesota Statutes 2000, section 61B.24, subdivision 4, is amended to 
read: 

Subd. 4. ABATEMENT OR DEFERMENT. The association may abate or defer, 
in whole or in part, the assessment of a member insurer if, in the opinion of the board, 
payment of the assessment would endanger the ability of the member insurer to fulfill 
its contractual obligations. In the event an assessment against a member insurer is 
abated, or deferred in whole or in part, the amount by which the assessment is abated 
or deferred may be assessed against the other member insurers in a manner consistent 
with the basis for assessments as provided in this section. gice me conditions which 
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assessments E were deferred pursuant to a repayment plan approved by the 
association. 

caused a deferral have been removed or rectified, tfi member insurer shall pay all 

Sec. 27. Minnesota Statutes 2000, section 61B.24, subdivision 5, is amended to 
read: 

Subd. 5. MAXIMUM ASSESSMENT. (a) The total of all assessments upon a 
member insurer tor the life and annuity aeeeent and for each subaccount of the life and 
annuity account and for the health account shall not in any one calendar year exceed 
two percent of t_l1at_rr1-errfiaer insurer’s average annual premiums as calculated in 
subdivision 3, paragraph (c), on policies or contracts covered by that account or 
subaccount. If two or more assessments are made with respect to insurers that become 
impaired or insolvent in different calendar years, average annual premiums for 
purposes of the assessment percentage limitation are based upon the higher of the 
three—year averages calculated under subdivision 3, paragraph (c). If an impaired 
insurer becomes insolvent, the date of impairment must be used to determine the 
assessment. In additien; it the beard ef elireetess determines that a one percent If the 
maximum assessment for any subaccount of the life and annuity account in an}7<m—e 
calendar year will not provide an amount sufficient to carry out the responsibilities of 
the association, then pursuant to subdivision 3, the board of directors shall make a one 
percent assessment £91’ the atfeeteel su-baeeeunt er subaeeeunts and assess the 
mmahnngneeesmpymneumagainstahthtwwhaeeeuntsenaprommhasiaprevided 
thattfthemaadmumannealnvepereemassessmenthmitweuldbeexeeededina 
sebaeeeunt by the assessnaens, then the ether subaceeunts will be assessed £91: the 
balaneeefianyremainingneeessmyameumaptethemaadmummmealavepereem 
limit in these ether suhaeeeu-nt-s assess based on the other subaccounts of the life and 
annuity account for the necessary additional amount, subject to the ma)HmTmTf EVE 
percent stated abo—veEr each subaccount. 

— — _- 
(b}¥hemtale£aHassessmentsupenamemherinsurer£ertheheakhaeeeumshaH 

netinanyeneealendaryeatexeeedtwepereentefthatmemberinsurerisayesage 
mnealpwnnnmsasealeuhtedanderwbdivisien3;pasagtaph{efienpeheieser 
eommcmeeveredhythataeeeunefitweermereassessmenmaremadeaéthrespeet 
minwwmthatheeemeimpairedermsewemmdifieremealendaryeassavetage 
annualprerniurns tor purpose-seftheassessment pereentage lhnitatientshasednpen 
thehighere£metht%yea£weragesealwkted&ndersubdi¥Bien3;pmagtaph(@: 

(G) (b) If the maximum assessment for an account, together with the other assets 
of the ass—ociation in that account, does not provide in any one calendar year in that 
account an amount sufficient to carry out the responsibilities of the association, the 
necessary additional funds must be assessed as soon as permitted by sections 6lB.18 
to 61B.32. 

(ti) (_c)_ The board may adopt general principles in the plan of operation for 
allocating funds among claims, whether relating to one or more impaired or insolvent 
insurers, when the maximum assessment will be insufficient to cover anticipated 
claims. 
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(e) (d) If assessments under this section are inadequate to pay all obligations of 
the impa—i17ed insurer that are or become due and owing, then the association shall 
prepare a plan approved by the commissioner for prioritization of payments. If the 
association adopts general principles in the plan of operations, the association shall use 
the general principles in preparing the plan required under this paragraph. No formerly 
impaired or insolvent insurer may be reinstated until all payments of or on account of 
the insurer’s contractual obligations by the guaranty association, along with all 

expenses thereof and interest on all such payments and expenses, shall have been 
repaid to the guaranty association or a plan of repayment by the insurer shall have been 
approved by the commissioner. 

Sec. 28. Minnesota Statutes 2000, section 61B.24, is amended by "adding a 

subdivision to read: 

Subd. 10. PROCEDURE FOR PROTESTS REGARDING ASSESSMENTS. 
(a) A membefinsurer that wishes to protest all or part of an assessment £13 pay when 
$e_the full amount bf_the assessment as_set—fit_l1_in_the notice provide<Tl)y the 
—z;scJ(§al:ior1._ The payfrnzrfis available to_ m—eet assoaatfii obligations durifi th_e 
pendency of Egprotest or any subsequetf appeal. Payment must be accompaniedb—y 
a statement_i1Fvriting that the‘ payment is made under protest and s_etting forth a brrgt 
statement ptrme grounds-‘Egg protest.‘ 

_— _W 
Q Within Q days following E payment o_f E assessment under protest b_y_ 2_1 

member insurer, @ association shall notify EIE member insurer writing _of 

determination with respect to E protest unless Elf‘: association notifies the member 
insurer flit additional time required to resolve th_e issues raised by me-protest. 

(c) Within 30 days after a final decision has been made, the association shall 
notif3I_the protestE1g_nTe'mber-insu—re?in writing Ethfinal decigdn. Within 60 Kys 
of receip—t of notice of the final decision: the prote§irEme—n1-ber insurer may appE1lt—Tt 
fi_nal action_to the <:3nn—nisTi(>-ner. 

—_ 1 —— 

(d) In the alternative to rendering a final decision with respect to a protest based 
on a'q_ues_ti<; regarding the assessment_ba—se: the associ-zfim may re_fer the protest to 
tlhefconnnjssioner for a final decision, with or—without a recHm—<?clz1t~io_r1 from th_e 
a—ssociation. 

— — —_ —— _ _ __ 

§e_) I_f the protest or appeal o_n Q13 assessment upheld, t_he amount paid error 

o_r excess shall E returned to me member company. Interest o_n a refund d_u_e a 
protesting member shall 13 paid a_t E § actually earned b_y t_he association. 

Sec. 29. Minnesota Statutes 2000, section 61B.24, is amended by adding a 
subdivision to read: 

Subd. 11. MEMBER INSURERS’ DUTY TO PROVIDE INFORMATION 
TO A_SS-6C_LKTION. The association may request information of member insurers in 
order to aid in the exercise of its powemder this section and member insurers shal—l 
Mp-tly_E)rnpl_y_flth £_1 requeg 

—_ W 1 
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Sec. 30. Minnesota Statutes 2000, section 61B.26, is amended to read: 
61B.26 DUTIES AND POWERS OF THE COMMISSIONER. 
(a) In addition to other duties and powers in sections 6lB.18 to 6lB.32, the 

connnissioner shall: 

(1) notify the board of directors of the existence of an impaired or insolvent 
insurer within three days after a determination of impairment or insolvency is made or 
the commissioner receives notice of impairment or insolvency; 

(2) upon request of the board of directors, provide the association with a statement 
of the premiums in this and any other appropriate states for each member insurer; 

(3) when an impairment is declared and the amount of the impairment is 
determined, serve a demand upon the impaired insurer to make good the impairment 
within a reasonable time; notice to the impaired insurer shall constitute notice to its 
shareholders, if any; the failure of the insurer to promptly comply with the 
commissioner’s demand shall not excuse the association from the performance of its 
powers and duties under sections 61B.l8 to 61B.3'2; and 

(4) in a liquidation, conservation, or rehabilitation proceeding involving a 
domestic insurer, be appointed as the liquidator, conservator, or rehabilitator. 

(b) The commissioner may suspend or revoke, after notice and hearing, the 
certificate of authority to transact insurance in this state of any member insurer which 
fails to pay an assessment when due or fails to comply with the plan of operation. As 
an alternative, the commissioner may levy a forfeiture on any member insurer which 
fails to pay an assessment when due. A forfeiture shall not exceed five percent of the 
unpaid assessment per month, but no forfeiture shall be less than $100 per month. 

(c) All A final action of the board of directors or the association may be appealed 
to the comnfissieiiei‘ if the appeal is taken within 30 60 days of the aggrieved party’s 
receipt of notice of the final action being appealed. lfa_member eempany is appealing 
an asses_s_ment; the amefi assessed must be paid te the and be available te 
meet asseeiatien during the pendeney ef an appeal-. If the appeal en the 
assessment is upheld; the amount paid in error er exeess must be returned to the 
member eempame Any final action or order of the commissioner is subject to judicial 
review in a court of competent jurisdiction, in the manner provided by chapter 14. A 
determination or decision by the commissioner under sections 61B.18 to 6lB.32 is not 
subject to the contested case or rulemaking provisions of chapter 14. 

(d) The liquidator, rehabilitator, or conservator of an impaired insurer may notify 
all interested persons of the effect of sections 61B.l8 to 61B.32. 

(e) For the purposes of sections 61B.l8 to 61B.32, the commissioner may 
delegate any of the powers conferred by law. 

(15) Nonperformance of any of the acts specified in this section or failure to meet 
the specific time limits does not affect the association, its members, or any other person 
as to the person’s duties and obligations. 
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Sec. 31. Minnesota Statutes 2000, section 6lB.27, is amended to read: 

61B.27 PREVENTION OF INSOLVENCIES. 
(a) To aid in the detection and prevention of insurer insolvencies or impairments 

the commissioner shall notify the commissioners of insurance of all the other states, 
' territories of the United States, and the District of Columbia when the commissioner 
takes one of the following actions against a member insurer: 

(i) revocation of license; or 

(ii) suspension of license. 

The notice must be mailed to all commissioners within 30 days following the 
action. 

(b) If the commissioner deems it appropriate, the commissioner may: 

(1) Report to the board of directors when the commissioner has taken any of the 
actions specified in paragraph (a) or has received a report from another commissioner 
indicating that an action specified in paragraph (a) has been taken in another state. The 
report to the board of directors must contain all significant details of the action taken 
or the report received from another commissioner. 

(2) Report to the board of directors when the commissioner has reasonable cause 
to believe from an examination, whether completed or in process, of a member 
company that the company may be an impaired or insolvent insurer. 

(3) Furnish to the board of directors the national association of insurance 
commissioners insurance regulatory information system ratios and listings of compa- 
nies not included in the ratios developed by the national association of insurance 
commissioners, and the board may use the information in carrying out its duties and 
responsibilities under this section. The report and the information contained in it must 
be kept confidential by the board of directors until it has been made public by the 
commissioner or other lawful authority. Nothing in this provision supersedes other 
requirements of law. 

(4) Notify the board if the commissioner makes a formal order requiring the 
company to restrict its premium writing, obtain additional contributions to surplus, 
withdraw from this state, reinsure all or any part of its business, or increase capital, 
surplus, or any other account for the security of policyholders or creditors. 

(c) The commissioner may seek the advice and recommendations of the board of 
directors concerning any matter affecting the commissioner’s duties and responsibili- 
ties regarding the financial condition of member insurers and of companies seeking 
admission to transact insurance business in this state. 

((1) The board of directors may, upon majority vote, make reports and recommen- 
dations to the commissioner upon matters germane to the solvency, liquidation, 

rehabilitation, or conservation of any member insurer or germane to the solvency of a 

company seeking to do an insurance business in this state. Those reports and 
recommendations shall not be considered public documents. - 
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(e) The board of directors, upon majority vote, shall may notify the commissioner 
of information indicating that a member insurer may be an impaired or insolvent 
insurer. 

{ti} The board o£ direetors may; upon majority vote, request that the eommissioner 
orderaneieaminationotamemberinsererwhiehtheboardingoodiahhbelievesmay 
be an impaired or insolvent insurer: Within 30 days of? the reeeipt or-' the request; the 
eonirnissioner shall begin the exmninatiom ’-1?he may be eondneted as a 
national assoeiation oi insuranee examination or may be eondueted by 
those persons designated by the eommissionen The eost eat the examination must be 
paid by the assoeiation and the examination report must be treated as are other 
examination reports: In no event shall an examination report be released to the board 
otdireetorspriortoitsrelc-asetothepubiie;bntthisshallnotpreeiudethe 
eommissioner irons eomplying with paragraph éa% 

The eommissioner shall notifiy the board of when the examination is 
eomplemd7¥hemquest£oranmeannnationmastbekeptonfilebymeemnmissmnen 
but it shall not be open to public inspeetion prior to the release ot the examination 
report to the pubiie= 

ég-9 Q The board of directors may, upon majority vote, make recommendations to 
the commissioner for the detection and prevention of insurer insolvencies. 

(h; (g) The board of directors may, at the conclusion of an insurer insolvency in 
which the—association was obligated to pay covered claims, prepare a report to the 
commissioner containing the information it may have in its possession bearing on the 
history and causes of the insolvency. The board shall cooperate with the boards of 
directors of guaranty associations in other states in preparing a report on the history and 
causes of insolvency ‘of a particular insurer, and may adopt by reference any report 
prepared by those other associations. 

6) Q) Nonperformance by the commissioner of any of the acts specified in this 
section or failure to meet the specified time limits does not afiect the association, its 
members, or any other person as to the person’s duties and obligations. 

Nothing in this section supersedes other requirements of law. 

See. 32. Minnesota Statutes 2000, section 61B.28, subdivision 1, is amended to 
read: 

Subdivision 1. RECORDS. Records must be kept of all negotiations and 
meetings in -whieh the assoeiation or its representatives are involved of the board of 
directors to discuss the activities of the association in carrying out its po‘\z_s/_erTt1nd duties 
under section 61B.23. Records of negotiations or meetings the association with respect 
to an impaired or insolvent insurer shall be made public 051? upon the termation of 
a_licEuidation, rehabilitation, or conservation proceeding involving the impaired or 
insolvent insurer, upon the termination of the impairment or insolvency of the insurer, 
or upon the order of a court of competent jurisdiction. Nothing in this subdivision 
limits the duty of the association to report its activities under section 61B.27. 
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Sec. 33. Minnesota Statutes 2000, section 61B.28, subdivision 3, is amended to 
read: 

Subd. 3. ASSOCIATION AS CREDITOR. For the purpose of carrying out its 
obligations under sections 61B.l8 to 61B.32, the association is considered to be a 

creditor of the impaired or insolvent insurer to the extent of assets attributable to 
covered policies, reduced by amounts to which the association is entitled recovers from 

the afi<=._ts o_f Q impaired g insolvent insurer as subrogee under section 611:5 
subdivision 12. Recoveries lg the association _a_s subrogee under section 61B.23, 
subdivision 1}: from assets other?1_an from assets 9:" th_e impaired or insolvent insurer 

El not reduce o_r a_ct a_s an offset to @ association’s claim as credfior o_f the impaired 
or insolvent insurer. Assegof the impaired or insolvent insuner attributableIo covered 
policies must be used to continue all covered policies and pay all contractual 

obligations of the impaired or insolvent insurer as required by sections 61B.18 to 
61B.32. Assets attributable to covered policies, as used in this subdivision, are that 
proportion of the assets which the reserves that should have been established for those 
policies bear to the reserves that should have been established for all policies of 
insurance written by the impaired or insolvent insurer. 

Sec. 34. Minnesota Statutes 2000, section 61B.28, is amended by adding a 

subdivision to read: 

Subd. 323 ASSOCIATION ACCESS TO INSOLVENT INSURER’S ASSETS. 
A_s a creditor of the impaired or insolvent insurer as established in subdivision 3 of this 
section an_d cc§is—istent with section 60B.46, the as-sociation and_other similar associa- 
tions is entitled to recei_\/e.a disbursement of_assets out of thanarshalled assets, from 
time 3) time as_ the assets become avaifible to re_i_mbu?§ it, as a credit agfim 
c—o—rEra_ctu§-5bli_gaEns under sections 6lB.18 :3 61B.32. If t_h'eTiq1_1i<Eor_ has not, 
within Q days of a final determination of insolvency of an inslgr by the recefi/_ersh1—'p 
court, made31_afi>l_ic_at_i3n to the court II; the approvarofa proposaItoTdisburse assets 
out of marslfi-lled assets to_g1Taranty fssocfitions having_obligation?because of the 
ms—ol_v_ency, E the assocfiftion shall be entitled to make application to the receive_rsh—ip 
cguit Q approvfo_f gw_n proE)_sa1_t_o disbur_se these assets. 

—— 
Sec. 35. Minnesota‘ Statutes 2000, section 61B.29, is amended to read: 

61B.29 EXAMINATION OF THE ASSOCIATION; ANNUAL REPORT. 
The association is subject to examination and regulation by the commissioner. 

The board of directors shall submit to the commissioner before May 1 each year, a 

financial report in a form approved by the commissioner and a report of its activities 
during the association’s preceding fiscal year. Upon request of a member insurer, the 
association must provide me member insurer a copy Brig report.

— 
Presented to the governor May 17, 2001 
Signed by the governor May 21, 2001, 10:35 a.m. 
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