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dispositions, including but not limited to, dismissal of petition, voluntary outpatient 
care, voluntary admission to a treatment facility, appointment of a guardian or 
conservator, or release before commitment as provided for in subdivision 4, it finds that 
there is no suitable alternative to judicial commitment, the court shall commit the 
patient to the least restrictive treatment program or alternative programs which can 
meet the patient’s treatment needs consistent with section 253B.03, subdivision 7. 

(b) In deciding on the least restrictive program, the court shall consider a range 
of treatment alternatives including, but not limited to, community-based nonresidential 
treatment, community residential treatment, partial hospitalization, acute care hospital, 
and regional treatment center services. The court shall also consider the proposed 
patient’s treatment preferences and willingness to participate voluntarily in the 
treatment ordered. The court may not commit a patient to a facility or program that is 
not capable of meeting the patient’s needs. 

(c) If the court finds a proposed patient to be a mentally ill person under section 
253B.02, subdivision 13, paragraph (a), clause (2) or (4), the court shall commit to a 
community-based program that meets the proposed patient’s needs. For purposes of % paragraph, a con11nunity—based program may include inpatientjqnental health 
services it a corrimunity hospital.

1 
Sec. 4. MENTAL HEALTH SYSTEM REPORT. 
TE commissioner of human services shall, in ‘consultation with consumers of 

mental health services and their families, counties,and advocates ffind providers o_f 
mental health servicefifioxfia report to the legisjure, which i71{1EEs an analysis 
mid evaluation o_f 

_ _ — _ 
Q 313 unmet mental health needs o_f children, adults, £1 their families; 
Q th_e unmet need for specialized crisis teams trained cultural competence t_o 

work with police t_o meet crisis mental health needs of immigrants £1 refugees; 
Q th_e barriers t_o meeting th_e needs identified clauses Q2 and Elfl 

Q long-term strategies t_o overcome tl_E barriers under clause 
Llie report 9 E mental health system E Q E chairs pi me house g 
representatives gig senate committees having jurisdiction over human sewices issues 
Q January E 2003. 

Presented to the governor April 12, 2002 

Signed by the governor April 16, 2002, 11:59 a.m. 

CHAPTER 336—S.F.No. 2592 
An act relating to insurance; authorizing the reorganization of a mutual insurance holding 

company into a stock company; modifying accounting provisions for certain ceding transactions; 
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regulating ‘ filing fees; modifying workers’ compensation rating plan threshold calculations; 
appropriating money; amen ‘tug Minnesota Statutes 2000, sections 60A.075; 60A.09, subdivision 
5; Minnesota Statutes 2001 Supplement, sections‘ 60/L14, subdivision 1; 79.56, subdivision 3. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 2000, section 6OA.075, is amended to read: 

6OA.075 MUTUAL COMPANY CONVERSION TO STOCK COMPANY. 
Subdivision 1. DEFINITIONS. ga_) For the purposes of this section, the terms in 

this subdivision have the meanings given them. 

43) (b) “Converting mutual insurer” means 
_a 

Minnesota domestic mutual 
insurance company seeking to reorganize according t_o this section. 

Q “Converting mutual holding company” means a Minnesota domestic mutual 
insurance holding company seeking to reorganize according to this section. 

(d) “Converting mutual company” means a converting mutual insurer or a 
conver—ting mutual holding company seeking tp cdnvert according Q section. 

(e) “Reorganized company” means a converting mutual insurer or a converting 
mutual holding company, as the case may be, that has reorganized according to this 
section. 

Q “Eligible member” means: 
(1) for converting mutual insurers, a policyholder whose policy is in force as of 

the re—c-drd-date; which is the date that the mutual eempanyis heard (at diteetets adopts 
a plan of conversion or some other date specified as the record date in the plan e£ 
conversion and approved by the commissioner. Unless otherwise provided in the plan, 
a person insured under a group policy is not an eligible member, unless on the record 
date: 

619 the person is insured or covered under a group life policy or group annuity 
contract under which funds are accumulated and allocated to the respective covered 
persons; 

(4.1) the person has the right to direct the application of the funds so allocated; 

(3) the group policyholder makes no conuibution to the premiums or deposits 
for the policy or contract; and 

(4-) the converting mutual company has the names and addresses of the 
persons covered under the group life policy or group annuity contractti 

éb)iReergantzedeempany3meansaMtnhesetademestiesteekinsutanee 
company that has converted here a Minnesota domestic mutual insurance eempany 
aeeerding to this section: 

(_2_2 to converting mutual holding companies, a person who _a 
member of tg 

converting mutual holding company, E defined by the converting mutual holding 
company’s articles gt incorporation gig bylaws, determined § o_f the record date. 
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(e) (g) “Plan of conversion” or “plan” means a plan‘ adopted by a Minnesota 
demest-ieE>r‘1verting mutual insurance company’s board of directors under this section 
meen¥eHthemumaleompanyinmaMinnesemdemesfiesteekinsumneeeempany. 

(d) (h) “Policy” means a policy or contract of insurance issued by a eenverting 
mutual eefnapany, including an annuity contract, issued by a converting mutual insurer 
g issued by a stock insurance company subsidiary g 2_1—rriutual holding company. 
Q “Active participating policy” means Q individual policy o_f a converting 

mutual company or its subsidiary that: §_l_) a participating policy; Q among a class 
of similar policiestliat have been credited with policy dividends at any time within the 
twelve months pre-cairlgjtheafective dafi’ the conversion o1_'t? underE 
then current dividend scalefbe credited—x-N-i-tfpaicy dividends ii fi??oEc'e7nY3Et££E 
rTicy anniversary; (3) gives_rise to me%rship interests in t_E_<:onvertmg_mutual 
company; Ed @ QEE @ effective date pr gig other reasonable date 
ECJIEQEEEBML 

(e) “Commissioner” means the commissioner of commerce. 

éflfiéenverérigmutuaieempanyimeansahfinnesetademesfiemumalinsuranee 
eempanyseeléngteeonverttoahdinnesotadomesfiesteekinsurmaeeeempany 
aeeereling to this section: 

(g9 £152 “Effective date of a conversion” means the date determined according to 
subdivision 6. 

Q “Record date” means th_e date % E converting mutual company’s board o_f 
directors adopts a plan g conversion, unless another date specified th_e plan pf 
conversion and approved Q fie commissioner. 

(la) (in) “Membership interests” means all rights as members of the 
convertirg mutual company, including, but not limited to, the rights to Vote and to 
participate in any distributions of surplus distributable net-worth, whether or not 
incident to the company’s liquidation. 

— _— 
@5Equitablesaiplus2meanstheeenveRingmumaleempany%surpmsaswgards 

pefieyheldemasefthereeerddateoftheeenvemenmotherdateappmvedbythe 
' 

inamannerthatisnetun£airor+nequitable' 
'

. 

(n) “Distributable net worth” means the value o_f E converting mutual company 
as ofTh—e record date ome conversion, g—other date approved by the commissioner, 
detgrrfied as ET E pléan El apfied by t_h_e_ccEmissioner. The 
commissioner E approve a valuation method based Q E Q“ E following: (_1_)E 
surplus _a_s regards policyholders of a converting mutual insurer determined according 
to statutory accounting pn'nciples:—w_hich may be adjusted to reflect the current market 
Wilues of assets and liabilities, together wifirnyother adjustments tlfi are appropriate 
in the c—i_rcumstai1_c'e's; (2) the net equity_of—z-rconverting mutual holdEg?)mpany or a 
cbrixdarting mutual ins—11re~r_-de_t7e_rrnined according to generally accepted accounting 
principles, which may bf adjusted _tp reflect th_e cuirent market values of assets and 
liabilities, togethe@ E E adjustments tl1_z1t E appropriate mht_h_e circ1§n—- 
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_ 

stances; Q th_e fig market value o_f @ converting mutual company determined b_y En 
J independent, qualified person; or @ z_tn_y_ other reasonable valuation method. 

(9 (o) “Permitted issuer" means: (1) a corporation organized and owned by the 
convertifi mutual company or by any other insurance company or insurance holding 
company for the purpose of purchasing and holding securities representing a majority 
of voting control of the reorganized company; (2) a stock insurance company owned 
by the converting mutual company or by any other insurance company or insurance 
holding company into which the converting mutual company will be merged; or (3) 

_ fl any other corporation approved by the commissioner. 

Subd. 2. AUTHORIZATION. In accordance with a plan of conversion estab- 
lished and approved the manner provided by this:_se_ctiofil)_—a_rnLit_1ialiTsIn%e 
company~1nay become a~s—tock insurance cotnpanyaccosding to_a plan of conversion 
established and approved in the manner provided by this sec—tion—.; and (2) a mutual 
insurance holding company may: (i) become a corporation organizedunder chapter 
302A; (ii) reorganize according to_a plan in which a majority or all of the common 
stock of the reorganized company m—a—c<Iuir§l_lEy_another institu—tiE,~which may 
include— a subsidiary of the converting mutual holding company; (iii) reorganizeasa 
p_a_1_‘t o_f a_ liquidation 6?&is‘so1uaon o_f the converting mutual holdirgcompany; <_>r_§_2 
undertake any other reorganization grjnmbination pf tl_ie foregoing approved by tlg commissioner. 

~~~~ 
~~~~~~ ~~

~ 
Subd. 3. ADOPTION OF A PLAN OF CONVERSION BY THE BOARD OF 

DIRECTORS. (a)‘ A converting mutual company shall, by the aflirmative vote of a 
majority of its board of directors, adopt a plan of conversion consistent with the 
requirements of this section. 

(b) At any time before approval of a plan by the oomrnissiones, The converting 
mutual company, by the aflirmative vote of a majority of its board of directors, may amend or withdraw the plan at any @ before approval 9_f t_h_e plzm lg E commissioner and may withdraw jg plan at any time before @ effective date ofE plan. 

(c) The duties of the board of directors of a converting mutual company, in 
consiTriiEor actingigfi‘ a proposed plan of corrversion or related transaction, shall 
be as set forthin—s<§c—fion 302A.251 and,_t_ot*he‘extent not in$nsistent with that section, 
th_e carirenfig mutual company’s éfiiaa Efincorporation arm bylav7s."_ 

-— 
Subd. 4. OF THE PLAN OF CONVERSION B¥ WITH THE COMMISSIONER. (a) DOCUMENTS TO BE FILED. After adoption of the 

plan by the converting mutual cornpanyis board o£ dicectoss; but before the inernbersl 
approval oi the plan; The converting mutual company shall file the following 
documents with the commissioner for and approval an application {or approval 
<_>§ arid permission to reorganize according tgl tlfi plan 9: conversion. 1% application must include Q3 following: 

(1) the plan of conversion; including an independent evaluation ofi the pro fosma 
madeetvameandefdaeequimblesusplusofthecompenyandofthcesdmamdvalm 
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efanysharestebeissueelainelaiiméepe-ndent' aetuarial' ep1n1en—" ; ‘t 

(2) the form of notice of meeting for eligible members to vote on the plan; 

~~ 

~~ 
~~ 
~~ 
~~ 
~~~~ ~~~ 

(3) the form of any proxies to be solicited from eligible members; 

(4) the proposed articles of incorporation and bylaws of the converted stock 
company; 

(5) information required under chapter 60D if the plan results in a change of 
control of the converting mutual company; and . 

(6) :1 basis tor determining E converting mutual company’s distributable _n_e_t 

worth for use in the plan of conversion; 

Q2 required by the commissioner, E independent evaluation pf E estimated 
distributable pg worth ail if the estimated value o_f a_ny shares to E issued; 

£8_) required by t_lE commissioner, E independent actuarial opinion 9 matters 
affecting fie structure Q fairness o_f th_e plan; mg 
Q other information or documentation requested by the commissioner or 

required by rule. 

(b) REQUIRED F-INDINGS DETERMINATION QE COMPLETENESS. 

élatheprexdsiensefthisseetienhavebeenfiillymeteand
‘ 

62-Mheplanwillnetbeunfiairerineqeitabletepolieyhelders: 

{@TIl¥H;1Fheplane£eenversienshall;byerdei§beappmved;eendifienaHy 
appmved;erdEapprmedbythe%nmnssieaerwnhinthelateref30days£remflae 

. . , . Bf an . 

1 
. 

E .93 E 3” .

I 

eempanyerwdaysaftertheeenelusieaefapebliehearingheldaeeordingte 
paragmph€e%Anapprwalereendi&enalapprwalefaplaaaep§esifd;ewergam— 
zmmaisaeteemplaedwhhinlsedaysaftertheapprwalereendifienalappreval 
unlessfliisfimepermdiseafiendedbythewmmisfieaafergeedeauseshewazlg 
commissioner shall determine, within 3_() days pf submission 

g” 
th_e application, 

whether E application complete. 

(4) Q CONSULTANTS. The commissioner may retain, at the converting mutual 
company’s expense, qualified experts not otherwise a part of the commissioner’s staff 
to assist in reviewing the plan and supplemental materials and valuations. 

(e) (d) HEARING. The commissioner may, but need not, conduct a public 
hearing rgarding the proposed plan of conversion. The bearing must begin no later 
than30daysa£terwbnussienwtheeenma&ssiene£e£aplaHef%nversienandaH 
wqu#edinfennafiem$heeemmis§enershaHgivethe%nveifingmemaleempanyat 
least%9days3mfieee£theheafiHg=Attheheafing;the%mafingmemaleempany;i$ 
peheyheldeefiandanyetherpemmwheseinterestmaybeafieaedbytheprepesed 

andwfifienargumenworeemmenwaeeerdingwthepreeedurefeséentegedeases
I 
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underehapter4¢Thepemensparfieipaéngmay%nduetd$eeverypmeeedmgsmthe 
same manner as prescribed fer the district eeurts 91? this state: All eliseevery 
pmeeediagsmastbeeeneludednelaterthanthreedaysbeferetheseheduled 
eemmeneement date cf the public hearing: If a hearing is to be held, the commissioner 
shall designate a date for the public heafirig promptTy_up_on deteTmining th_at the 
Kalication is cohmrfle Efid Er the forms of notice are adequate. % public hearfig 
must be held on one or Eefiyfthe firstbeginning within 90 days after the dag on 
Wch—the_<:3rr?ru?sioHer dete1‘ininesTtl1e_a—pplication is comp1e_te,E1lesEe—c3nvertin‘g— 
mutualTc>mpa1iy requests, and the (;1’lll’llSSlOIlBI‘ agrees to, a longer p—eriod for the 
purpose of preparing and distrilmting the notices required_-bi paragraph 
subdivisich 5, pmagralmb). The heari1Tg_1nust be the nature of a legislative hearin_g 
and must nci constitute}?igonsidereficontested fig under chapter 14. The @iEnzV be conductedby the commissioner g 13 a person ~designated~l—§y_tE 
cominissE:r,—vvhich design; rfiy be an administrative_1aw judge. The comgrtfi 
mutual company shall provide it_sEgi_ble_members g least 45 days’ notice of the 
hearing, the noticg-to lg in E form, and provided 2_1—r-rranner,—efiroved byth—e 
commissiTner.T1epurpose—of the heai‘ing—is to receive comments and informatigh fa; 
the purpose of aiding the connngsioner in rfifing a decision on theiian of conversic>—r1. 
P—¢=,1'sons wishing to Jake comments Em submit inforrnat_i3r1—r_r1W-s_11ql>n1it written 
statements before me public hearing andmay appear £1 E heardaf the hearing. The 
commissioner’s order or issued within 45 days after the closhrg 
of the record of the heaqring by the comfimissio-r_1er or the hearifi Elder} applicable, 
Whfil record 311%? not be closed_11ntil the record hi-cficies certification of the vote on 
the plan of reorganization _b_y t:h_e eligible members by me converting mutual company. 
The commissioner shall issue a written decision detailing the reasons why E 
converting mutual company’s plan pf conversion approved _or disapproved. 

(e) The commissioner shall approve the application ag permit the reorganization 
accoElinEE> the plan of co%sion if theTommissioner finds that: —(_1_) the provisions 
of this sectmrmagegn fully met; and—(2) the plan is not unfa_ir—.(?rHecTuitable to the 
members of th%1v’er§ng—m~ut.u-z;l~<:b6i‘nrEr1y7Tl1:c_obrnn—fissioner’Q-arder approving} 
disapprovi_n~g_a‘ plan of conversion is a fin—a1—agency decision subject to appea 
according t_o sécfi 14.63 39 14.68. 

‘ " T“ " 
Subd. 5. APPROVAL OF THE PLAN BY THE ELIGIBLE MEMBERS. (a) 

NOTICE. Fellewing approval er eenditienal approval ef the plan by the eemmis— 
siener; Within 29 days following the date of the public hearing, if any, or the date the 
commissioner determines the appli<:—a—t—io1i_i-s—comp1ete if no heE1g_ ifiicfiE 
converting mutual companyfiall give all eligible member_s s?1ll be nol:i—c—e 65 
regular or special meeting o_fTlieb1_3e1‘ieyhelders members called for the purpose of 
considering the plan and any corporate actions that are a part of, or are reasonably 
attendant to, the accomplishment of the plan. 

(b) NOTICE REQUIRED REQUIREMENTS. A copy of the plan or a 
summary of the plan must accompany the notice. The notice must be mailed to each 
eligible member’s last known address, as shown on the converting mutual company's 
records, within ig lei man 45 days e£ before the eenainissieneris appreval cf the plan 
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date of the meeting, unless the commissioner directs an earlier a later date for mailing. 
@§eeTrrngmwteupentheplaamustbese+£eradatemless_thaT45éaysafierthe 

unlesstheeennnissienerdireetsanearlierdateferthemeetingelfthe meeting to vote 
upon the plan is held coincident with the converting mutual company’s annual meeting 
of members, only one combined notice of meeting is required. The 
notice of the meeting of eligible members may be combined with the notice of hea1_in—g 
describ—e—d—i_ri subdivision i paragraph 

I‘ —’ F. _ 
(c) FAILURE TO GIVE NOTICE. If the converting mutual company complies 

substantially and in good faith with the notice requirements of this section, the 
converting mutual company’s failure to give any member or members any required 
notice does not impair the validity of any action taken under this section. 

(d) VOTING. (1) The plan must be adopted upon receiving the afiirmative vote 
of a majority of the votes cast by eligible members. 

V (2) Eligible members may vote in person or by proxy. The form of any proxy must 
be filed with and approved by the commissioner. 

(3) The number of votes each eligible member may cast shall be determined by 
the converting mutual company’s bylaws. If the bylaws are silent, or if the 
commissioner determines that the voting requirements under the bylaws would be 
unfair or would prejudice the rights of the eligible members, each eligible member may 
cast one vote. 

Subd. 6. CONVERSION. (a) FILING. Following approval by the eligible 
members, the converting mutual company shall file a copy of the company’s amended 
or restated articles of incorporation with the commissioner, together with a certified 
copy of the minutes of the meeting at which the plan was adopted and a certified copy 
of the plan. The commissioner shall review and, if appropriate, approve the amended 
or restated articles. After approval by the commissioner, the a converting mutual 
eempany insurer shall file the articles with the secretary of state as provided by chapter 
300, or a converting mutual holding company shall file the articles with the secretary 
_o_f s_ta_t—_e as provided by chapter 

j — — ——— '- 

(b) EFFECTIVE DATE. Efieetive The reorganization of a converting mutual 
company is effective on the date of filing a-{amendment or resfitement of the articles 
of incoipciation with the secretary of state as prevideel by elaapter 300, or on a later 
date if the plan so specifies; the eenvertlng mutual eerperatien shall beeeme a steel: 
eerperatien and shall ne lenger be a mutual 

Subd. 7. PLAN NOT UNFAIR OR INEQUITABLE. A plan of conversion shall 
not be unfair or inequitable to members. A plan of conversion is not 
unfair or inequitable if it satisfies the conditions of subdivision 8; or 9; er «L0. The 
commissioner may determine that a plan proposed under subdivisionlo or that any 
other plan proposed by a subdivisi-on_§ is not 
unfair or inequitable to pelieyhelders members. 

Subd. 8. SHARE CONVERSION. A plan of conversion under this subdivision 
shall provide for exchange of membership interests in return for shares 
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in the reorganized company o_r a permitted issuer, according to paragraphs (a)- to (c), 
arg shall provide fir the reasonable dividend expectations p_f policyholders o_f active 
participating policies as s_et forth subdivision lg.

’ 

(a) The policy-holelersl membership interests of the eligible members shall be 
exchanged, in a manner that takes into account theestgated proportionate contribu- 
§ono£equi$blewrpluso£eaohelassofparfieipmingpohoi%and%n&wm;forall of 
the common shares of the reorganized company or eommon shares of its parent 
company or a permitted issuer, or for a combination of the common shares of the 
reorganized company or a permitted issuer, or Q a combination of: (1) common shares 
of its parent the reorganized company or a pgmitted issuer; and (2_)<Hisideration equal 
to the proceefi of the public sale the market o_f the cornrnonshares by me issuer or 
b—ya_trust establi?l1e—ti_accordir1g—to sub—clivision 11. I’-l_Te consideration @ E £{1T&ZtéE fiorfiie eligible members 13 a manner that takes into account the estimated 
proportionate contribution of each class of—t:ligible Hrgnbers to the aggregate 
consideration 

__ *1 —‘ fl _ — 
(b) Unless the anticipated issuance within a shorter period is disclosed in the plan 

of conversion, the issuer of common shares shall not, within, two years after the 
effective date of reorganization, issue either of the following: 

(1) any of its common shares or any securities convertible with or without 
consideration into the common shares or carrying any warrant to subscribe to or 
purchase common shares; and 

(2) any warrant, right, or option to subscribe to or purchase the common shares 
or other securities described in paragraph (a), except for the issue of common shares 
to or for the benefit of policyholders eligible members according to the plan of 
conversion and the issue of nontransferable subscription rights for the purchase of 
common shares being granted to officers, directors, or a tax qualified employee benefit 
plan of the reorganized company or its parent company, if any, or a permitted issuer, 
according to subdivision 11. 

(c) Unless the common shares have a public market when issued, the issuer shall 
use its best eiforts to encourage and assist in the establishment of a public market for 
the common shares within two years of the eifective date of the conversion or a longer 
period as disclosed in the plan of conversion. Within one year after any offering of 
stock other than the initial distribution, but no later than six years after the eifective 
date of the conversion, the reorganized company shall offer to make available to 
policyholders eligible members who received and retained shares of common stock or 
securities described in paragraph (b), clause (1), a procedure to dispose of those shares 
of stock at market value without brokerage commissions or similar fees. 

Subd. 9. SURPLUS DISTRIBUTION OF DISTRIBUTABLE NET WORTH. 
A plan of conversion under this subdivisiorfihall provide for the exchange of the 
polieylaoldersi membership interests of the eligible members in return for the operation 
a distribution of the converting mutuafiompanyk policies as a closed 
Eieekerbuslnessandrenhedlsaieuaenertheeempanyoequeabiesapptuste 
policyholders, distributable net worth and shall provide for the issuance of new shares 
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of the reorganized company or its parent eerperation; eaeh aeeerding to paragraphs (a) 
te (—i9 or a permitted issuer, and shall provide for the reasonable expectations of 
po1iey1361d‘ets o_f active pmieitfinffiieies as set"@ in subdivision E.

_ 

' 

polieies" andeentt=aetsin£ereeentheefieetwe' dateefiheeenversten‘ er 
etherreasembledateasprwidedmfliephmshaflbeopemtedbythereerganizeé 
eompanyasaelesedbloeke£pafiieipafingbasines&Hewevefiattheoptmae£the 
eenverfingmumaleempanyegmup—peHéesandgmupeentraemmaybeennaed£rem 
theelesedbleele 

(b)Asseme£thee9nverQngmuwaleempaaymustbealleeMedtetheelesedbleek 

eEeetk%datee£theeenversiem$heplanmustbeaeeempaPéedbyanepimene£an 
independemqualifiedaemaiywhemeemthestmdardssetiofihmthemsaraneehws 
erregulaéem£erfl&ewb&nssieno£aemméalepimemastetheadequaeye£reseww 
massetaiheepimenmufirelatemtheadequaeyefitheassewalbeawdwsuppefithe 
desedbledee£busines&$heaemaéalepimmmustbebaseé9nmethedse£malysis 

(e)$hereerganizedeempanyshallkeepaseparateaeeeunting£ertheelesed 
bleekaadshallmakeandineludeintlieannualstatementtebefiledwiththe 
eemm$sienereaehyearasepar%estatememsheMngthegan&losse&and$(pemes 
preperlyatttributabletotheelesedbleele 

v(d9Netw4thstmdingtheestabhshmeme£aelesedbhelgflaeentfieasse$e£the 
merganeedeempanyshaflbeavaflableferthepaymemetbenefimwpeheyheldere 

e9d&austed;andthea£remthegeneralassetse£thereerganizedeompanye 

ée) (a) Distributions by the converting mutual eempanfyfis equitable surplus 
companyfitdet this subdivi_sion shall be distributed to eligible poliey— 
helders members? a form or fonns selected by the converting mutual company. The 
form of distribution may consist of cash, securities of the reorganized company, 
securities of another institution, a certificate of contribution, additional life insurance, 
annuity benefits, increased dividends, reduced premiums, or other equitable consider- 
ation or any combination of forms of consideration. The consideration, if any, given to 
a class or category of members may differ from the consideration 
given to another class or category of eligible members. A certificate of 
contribution must be repayable in ten years, be equal to 100 percent of the value of the 
pelieyheldersi eligible members’ membership interest, and bear interest at the highest 
rate charged by the reorganized company or its insurance company subsidiary for 
policy loans on the eifective date of the conversion. 

(9 (b) The consideration must be allocated among the pelieyhelelers eligible 
members} a manner that is fair and equitable te the pelieylaelders and that takes into 
account the estimated proportionate contribution of each class of elfifinenfirm 
me aggregtte consideration being given. 

_ j j _ — 
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(-g) (c) The reorganized company or its parent corporation shall issue and sell 
shares ofnoflne or more classes having a total price equal to the estimated value in the 
market of the shares on the initial offering date. The estimated value must take into 
account all of the following: 

(1) the pro forma fiir market value of the reorganized company; 

(2) the consideration to be given to policyholders according to paragraph (c) (_a2; 

(3) the proceeds of the sale of the shares; and 

(4) any additional value attributable to the shares as a result of a purchaser or a 
group of purchasers who acted in concert to obtain shares in the initial oifering, 
attaining, through such purchase, control of the reorganized company or its parent 
corporation. 

(la) ((1) If a purchaser or a group of purchasers acting in concert is to attain control 
in the infill offering, the converting mutual company shall not, directly or indirectly, 
pay for any of the costs or expenses of conversion of the converting mutual company, 
whether or_not the conversion is eifected, except with permission of the commissioner. 

€i9I3cricdieally;with the commissicneafs apprevahthereorganizedccmpanymay 
sharcinthepmfi$c£thedesedhlcdée£par§cipahaghasihess£erthebenefite£ 
stcckhcldcrs if the assets allccateeltc the clcscdblcckare inexcess cfthesenecessary 
tesuppcrt t-heclcscdblccle 

Subd. 10. SUBSCRIPTION RIGHTS. A plan of conversion under this subdi- 
vision shall provide for exchange of the pclicyhclclersi eligible members’ membership 
interests in return for the epeiaaticn of the converting rnuteal ccnapanyls 
policies as a closed block of business protection of the reasonable dividend expecta- 
tions of the policyholders of active participating policies, for the creation of a 
llduidatiori-account to protectThe interests of pelicyhcldeaes; and eligible members, for 
the issuance of subscription rights to eligible members, and shall provide 
for the issuance of shares by the reorganized company, each according to paragraphs 
(a) to (i)- 

' 

atingpchcies“ anelcontractsin£crceentheefiectwe' datecitheccnversicn-' ,cr 
suchcthesreascnahledatespecifiedintheplanwndexcludingatthe cciwestingmutual 
ceinpaayfis option any gseup policies or group ccntracts; shall be operated by the 
recrganizedccmpanyasaclcsedhlccko£pmticipa6ngbusinessaccordingtc 

9; paragraphs 6a; to (cl; plan of conversion shall provide for the protection 
of the reasonable dividend expecgtions of po1icyhoTers of active—participating 
policies as provided subdivision 

_ — 
(b) The reorganized company or its parent corporation or a permitted issuer shall 

issue and sell shares of one or more classes having a total price equal to the estimated 
value of the shares in the market on the initial offering date taking into account the 
proceeds of the sale of shares and the consideration given to policyholders eligible 
members. 
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(c) The eligible members shall receive nontransferable preemptive 
subscription rights to purchase all of the common shares of the issuer according to 
paragraph (b). 

(d) The preemptive subscription rights to purchase the common shares must be 
allocated among the iaelieylaeldees eligible members in whole shares in a 
fair and equitable manner and as provided in the plan that takes, taking into account 
E3-e§;1'-mated proportionate_contribution of each class of pelieies and 
eentraets eligible members to the total amount of the pelieylaeldersl eligible members’ 
consideration. The plan must provide a fair and equitable means for the allocation of 
shares in the event of an oversubscription. The plan must further provide that any 
shares of capital stock not subscribed by eligible members must may be sold in a public 
offering through an underwriter, unless the number of shares ulfisciibed is so small 
in number so as not to warrant the expense of a public olfering, in which case the plan 
may provide for the purchase of the unsubscribed shares by private placement or 
through any fair and equitable alternative means approved by the commissioner. 

(e) The number of the common shares that a person, together with any affiliates 
or group of persons acting in concert, may subscribe or purchase in the reorganization, 
must be limited to not more than five percentiof the common shares. For this purpose, 
neither the members of the. board of directors of the reorganized company nor its parent 
corporation, if any, is are considered to be affiliates or a group of persons acting in 
concert solely by reason—of their board membership. 

(f) Unless the common shares have a public market when issued, officers and 
directors of the issuer and their affiliates shall not, for at least three years after the date 
of conversion, purchase common shares of the issuer, except with the approval of the 
commissioner. 

(g) Unless the common shares have a public market when issued, the issuer shall 
use its best efi’o1ts to encourage and assist in the establishment of a public market for 
the common shares. 

(h) The issuer shall not, for at 
l 

least three years following the conversion, 
repurchase any of its common shares except according to a pro rata tender offer to all 
shareholders, or with the approval of the commissioner. 

(i) A liquidation account must be established for the benefit of 
eligible members in the event of a complete liquidation of the reorganized company. 
The liquidation account must be equal to the equitable surples distributable net worth 
of the converting mutual company as of the effective date of the conversion. The 
function of the liquidation account is solely to establish a priority on liquidation and 
its existence does not restrict the use or application of the surplus distributable net 
worth of the reorganized company except as specified in paragraph (i). The liquidatfi 
Ecbunt must be allocated equitably as of the effective date of conversion among the 
then pelieyhelelers eligible members. The amount allocated to a peliey er 
eentraet an eligible member must not increase and must be reduced to zero when the 
policy or_contract giving rise to the membership interests of the owner terminates. In 
the event of a complete liquidation of the reorganized company, the 
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eligible members among which the liquidation account is allocated are entitled to 
receive a liquidation distribution in the amount of the liquidation account before any 
liquidation distribution is made with respect to shares. 

0') Until the liquidation account has been reduced to zero, the issuer reorganized 
company shall not declare or pay a cash dividend on, or repurchase any of, its common 
shares in in gig of a converting mutual insurer, an amount in excess of its 
cumulative earned surplus generated after the conversion determined according to 
statutory accounting principles, pr fie § o_f z_1 converting mutual holding 
company, in an amount in excess of its retained earnings, if the effect would be to cause 
the amount—oTtl1e statute-ry st1iplus_disu‘ib11tab1e n_et worth of the reorganized company 
to be reduced below the then amount of the liquidation account. 

Subd. 11. OPTIONAL PROVISIONS. A plan under subdivision 8, 9, or 10 may 
include, with the approval of the commissioner, any of the provisions in paragraphs (a) 
and (b). 

(a) A plan may provide that any shares of the stock of the reorganized company 
or its parent coiporation or a permitted issuer included in the pelieylseldersl eligible 
members’ consideration must be placed on the effective date of the conversion in a trust 
or other entity existing for the exclusive benefit of the partieipating pelic—yhelders 
eligible members and established solely for the purposes of effecting the reorganiza- 
tion. Under this option, the shares placed in trust must be sold over a period of not more 
than ten 40 years and the proceeds of the shares must be distributed using the 
distributioifpriorities prescribed in the plan. Eligible members shall have the option to 
sell their shares at any time following the date specified in thcrpfinmlia date mew 
n_ot be later than tx>v_o years following the effective dge 9; the plan. 

(b)Aplanmayprevidethatthedireetersandefieeese£theeen¥eHingmutual 
eempany shall reeeive; witheut payment; nentransfer-alale subseriptien rights to 
pmchaseeapimlsteekofithereeigamzedeempanydwpmenfierapenmfitedisweu 
$hesewbsefipfienfigh$mustbealbeatedamengthedireetersande$eembya£air 
andequitablefiernaula: 

(-1-)Iihetetalnumberefsharesthatmaybepusehasedunderthiselauseymaynet 
exeeedsépereentefthewmlnumbeseflhareswbeissuedintheeaseefawmenmg 
mumaleempanywithmtalasse$e£lessthan$§9;999£9Qera%pememefthetetal 
shamstebeissuedmtheeaseefiaeenvertmgmumaleempanywithtetalassetsefi 
mere than $509;G09,000: Fer eenverti-ng mutual eempanies with tetal assets between 
$§0;000;090 and $§O9;GGO;099; the tetal number of? shares thatmaylae purehaseelmay 
net exeeed an interpelated percentage between 2-5 and 35 percent: 

(-29 Steele purchased by a direeter or effieer under elause (-1-) may net be seld 
withinoneyearfellewingtheefieetivedateefiheeenversiens 

{-3)'41heplaunsayal-seprevidetlaatadireetererefieergerperseuaetingineeneert 
u&thadireetererefieere£theeenveHingmumaleempany;maynetaequireany 
%pfialsmeko£mereergamzedeompauy£er%hseeyeama£wrthee§ec-fiwdateefime 
eenversiengexeeptthreughaueensedseeufieiesbmkererdealegwitheutthe 
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under clause (-19: ' 

(e)Aplanmayalleeatematmequahfiedempleyeebenefitplannena=ansferable 
wbseHpfimfigh$mpurehaseupmtenpereemeftheeapRalsteeke£daereoigamzed 
eempaaygimpaieneorapemfifiedissueeiheemployeebeaefitplmmustbeenfided 
wexerésefismbsefipdendghmmgaidleweftheameumefsharespmehasedbyother 
persons A plan may provide that the directors and oflicers of the converting mutual 
companffi refive warrang, Etions, or nnon-transferabg ~s-u_bscription rights to 
purchase capital stock pf tlfi reorganized company E parent o_r a permitted issue? 

(_c) 13 E E provide §_a_t only eligible members whose policies were force 

§ o_f a specified % :21: eligible t_o receive compensation under the plan, whichE 
must IE Q earlier thim E Er before Q effective @ o_f th_e plan. 

Subd. 12. ALTERNATIVE PLAN OF CONVERSION. In lieu of selecting a 
plan of conversion provided for in this section subdivision 8, 9, or 10, the converting 
mutual company may convert according to a plan approved byE1t;:cF1rr1issioner if the 
commissioner finds that the plan does not prejudice the interests of the eligible 
members, is fair and equitable, and is based upon an independent appraisal of -the 
market value efthe mutual company by a qualified person the fair market value of the 
converting mutual company, and is a fair and equitable allo—c—a‘ti3i1*of any c()_11s-icl_er~ati~c>n 
to be given eligible members. The commissioner may retain, at the converting mutual 
company’s expense, any qualified expert not otherwise a part of the commissioner’s 
stafl° to assist in reviewing the fair market value of the company and in determining 
whether the alternative plan~?na3Tbe approved and‘-tl?valuatien oghezempany. 

Subd. 13. EFFECT OF CONVERSION. (a) Upon the conversion of a 
converting mutual company to a reorganized company according to this section, the 
corporate existence of the converting mutual company must be is continued in the 
reorganized company. All the rights, franchises, and interests of the‘ converting mutual 
company in and to all property and things in action belonging to this property, is 

considered transferred to and vested in the reorganized company without any deed or 
transfer. Simultaneously, the reorganized company is considered to have assumed all 
the obligations and liabilities of the converting mutual company. 

(b) The directors and oflicers of the converting mutual company, unless otherwise 
specified in the plan of conversion, shall serve as directors and oflicers of the 
reorganized company until new directors and officers of the reorganized company are 
duly elected according to the articles of incorporation and bylaws of the reorganized 
company. 

(c) All policies in force on the effective date of the conversion continue to remain 
in force under the terms of those policies, except that any voting rights of the 

members provided for under the policies are extinguished on the 
effective date of the conversion. 

Q Q membership interests fie converting mutual company are extinguished 
on the eifective date of a conversion.
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Subd. 14. CONFLICT OF INTEREST. No director, officer, agent, employee of 
the converting mutual company, or any other person shall receive a fee, commission, 
or other valuable consideration, other than the person’s usual regular salary and 
compensation, for in any manner aiding, promoting, or assisting in the conversion 
except as set forth in the plan approved by the commissioner. This provision does not 
prohibit the payment of reasonable fees and compensation to attorneys, accountants, 
investment bankers, and actuaries for services performed in the independent practice 
of their professions. 

Subd. 15. COSTS AND EXPENSES. All the costs and expenses connected with 
a plan of conversion must be paid for or reimbursed by the converting mutual company 
or the reorganized company except where the plan provides otherwise. 

Subd. 16. LIMITATION OF ACTIONS. (a) An action challenging the validity 
of or arising out of acts taken or proposed to be taken according to this section must 
be commenced within 180 days after the effective date of the conversion. 

(b) The converting mutual company, the reorganized company, or any defendant 
in an action described in paragraph (a), may petition the court in the action to order a 
party to give security for the reasonable attorney fees that may be incurred by a party 
to the action. The amount of security may be increased or decreased in the discretion 
of the court having jurisdiction if a showing is made that the security provided is or 
may become inadequate or excessive. 

Subd. 16a. CONTINUANCE OF PARTICIPATING POLICY DIVIDENDS. 
(a) To the extait required by this section, the plan of reorganization of a converting 

a mutuxlife insu1~fieTompany or of a converting mutual 
holding company_that fig a insurance company subsidiary shall make adequate 
provision for the p1Tdtection—.of the reasonable dividend expectatioF>f the policyhold- 
gm of acti-veqdfiicipating p61‘icE=.§, either through the establishmentof—a-closed block g ofiier method acceptable b_y the commissioner. — _ _ 

Q32 A closed block must be operated as follows: Q TE converting mutual company‘s active participating policies E E 
operated by the reorganized company as a closed block o_f participating business. 

(2) Assets must be allocated to the closed block of participating business in an 
amolfi that ens? Eat the assets, Egether with the_anticipated revenue fronTtE 
closed blojc, are reaso17bl3Texpected to be suflEnt% permit the closed bloc_k_t5Q 
all policy bene—fits, including dividencfi according to_the curren—tdividend scal§a_nd 
other items as appropriate. The plan must be acEom—13anied by an opinic)—n—dfE 
ITl_CE13Cfi6—lTt cTualified actuary_wT1oTrle<ets7E st_andards set forthin the insurance_IavE 
or rules for the submission of—actuarial ofinions as to_the adeaifi of reserveg 
assets. The-ohpihion must relat-Te to the adequacy of the_ass_e—ts allocated t—o support the 
closed lfisk of business. The achiafixl opinion fisfie based on methods of analyg 
considered appropriate @Those purposes by E actu_arial starfiards board.- 

(3) The reorganized company shall keep a separate accounting for the closed 
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commissioner each year a separate statement showing the gains, losses, and expenses 
_ properly attributable t_o E closed block. 

Q E closed block must be reviewed periodically by an independent, qualified 
actuary for compliance with the requirements of the plan and this subdivision and a 
copy of E report must E provided Q ’ch_e commissioner £1 E reorganized company. 

§_5_)_ Notwithstanding t_he establishment p_f a closed block, E entire assets _ofE 
company that issued the policies must be available for the payment of benefits to 
policyholdy. Paymenfinust first bE1de_from the ass—e—ts Epporting theclosed bloc} 
until exhausted, and thcfiomhegeneral asseg of the company wfich issued the 
policies. 

Subd. 17. SUPERVISORY CONVERSIONS. The commissioner may waive or 
alter any of the requirements of this section to protect the interests of policyholders pr 
members if the converting mutual company is subject to the commissioner’s 
administrative supervision under chapter 60G or rehabilitation under chapter 60B. 

Subd. 18. POSTCONVERSION ACQUISITION. Prior to and for a period of 
five three years following the date when the distribution of consideration to the eligible 
membefi in exchange for their membership interests is completed under a plan of 
conversion according to this section, no person other than the reorganized company 
shall directly or indirectly acquire or ofler to acquire in any manner ownership or 
beneficial ownership of ten percent or more of any class of voting security of the 
reorganized company, or of any affiliate of the reorganized company which controls, 
directly or indirectly, a majority of the voting power of the reorganized company, 
without the prior approval of the commissioner, For the purposes of this subdivision, 
the terms “afliliate” and “person” have the meanings given in section 60D.15, and the 
term “reorganized company” includes any successor of the reorganized company. 

Sec. 2. Minnesota Statutes 2000, section 6OA.09, subdivision 5, is amended to 
read: 

Subd, 5. REINSURANCE. (1) DEFINITIONS. For the purposes of this 

subdivision, the word “insurer" shall be deemed to include the word “reinsurer,” and 
the words “issue policies of insurance” shall be deemed to include the words “make 
contracts of reinsurance.” 

(2) REINSURANCE OF MORE THAN 50 PERCENT OF INSURANCE 
LIABILITIES. Any contract of reinsurance whereby an insurer cedes more than 50 
percent of the total of its outstanding insurance liabilities shall, if such insurer is 
incorporated by or, if an insurer of a foreign country, has its principal office in this 
state, be subject to the approval, in writing, by the commissioner. 

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

Sec. 3. Minnesota Statutes 2001 Supplement, section 60A.14, subdivision 1, is 

amended to read: 
Subdivision 1. FEES OTHER THAN EXAMINATION FEES. In addition to 

the fees and charges provided for examinations, the following fees must be paid to the 
commissioner for deposit in the general fund: 

(a) by township mutual fire insurance companies: 

(1) for filing certificate of incorporation $25 and amendments thereto, $10; 

(2) for filing annual statements, $15; 

(3) for each annual certificate of authority, $15; 

(4) for filing bylaws $25 and amendments thereto, $10. 

(b) by other domestic and foreign companies including fraternals and reciprocal 
exchanges: 

(1) for filing certified copy of certificate of articles of incorporation, $100; 

(2) for filing annual statement, $225; 

(3) for filing certified copy of amendment to certificate or articles of incorpora- 
tion, $100; 

(4) for filing bylaws, $75 or amendments thereto, $75; 

(5) for each company’s certificate of authority, $575, annually. 

(c) the following general fees apply: 

(1) for each certificate, including certified copy of certificate of authority, renewal, 
valuation of life policies, corporate condition or qualification, $25; 

(2) for each copy of paper on file in the commissioner’s ofiice 50 cents per page, 
and $2.50 for certifying the same; 

(3) for license to procure insurance in unadmitted foreign companies, $575; 

(4) for valuing the policies of life insurance companies, one cent per $1,000 of 
insurance so valued, provided that the fee shall not exceed $13,000 per year for any 
company. The commissioner may, in lieu of a valuation of the policies of any foreign 
life insurance company admitted, or applying for admission, to do business in this 
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state, accept a certificate of valuation from the company’s own actuary or from the 
commissioner of insurance of the state or -territory in which the company is domiciled; 

(5) for receiving and filing certificates of policies by the company’s actuary, or by 
the commissioner of insurance of any other state or territory, $50; 

(6) for each appointment of an agent filed with the commissioner, $10; 
(7) for filing forms and rates, $75 per filing, to be paid on a quarterly basis in 

response to an invoice. Billing and payment may be made electronically; 
(8) for annual renewal of surplus lines insurer license, $3005 

Q) $250 filing fe_e fgr _a large alternative rating option p_lan th_at meets th_e 
$250,000 threshold requirement. 

The commissioner shall adopt rules to define filings that are subject to a fee. 
Sec. 4. Minnesota Statutes 2001 Supplement, section 79.56, subdivision 3, is 

amended to read: 
Subd. 3. PENALTIES. (a) Any insurer using a rate or a rating plan which has not 

been filed shall be subject to a fine of up to $100 for each day the failure to file 
continues. The commissioner may, after a hearing on the record, find that the failure is 
willful. A willful failure to meet filing requirements shall be punishable by a fine of up 
to $500 for each day duiing which a willful failure continues. These penalties shall be 
in addition to any other penalties provided by law. 

(b) Notwithstanding this subdivision, an employer that generates $250,000 in 
annual written workers’ compensation premium under the rates and rating plan of an 
insurer before the application of any large deductible rating plans, may be written by 
that insurer using rates or rating plans that are not subject to disapproval but which 
have been filed. 12 the purposes of this paragraph, written workers’ compensation 
premiums generated fgn states oth_erEn Minnesota are included in calculating the 
$250,000 threshold fifirge Q a1tem'éEiTze rating optfi plans. " — 

Sec. 5. APPROPRIATION. 
$70,000 is appropriated from the general fund to the commissioner of commerce 

for die purpose pf verifying premiums order t_o certify th_e $250,000 premium 
threshold under Minnesota Statutes, section 79.56, subdivision 

Sec. 6. EFFECTIVE DATE. 
Sections § to 5 _a1_‘e effective E E following E enactment. 
Presented to the governor April 12, 2002 
Signed by the governor April 16, 2002, 11:57 a.m. 

CHAPTER 337—S.F.No. 3288 
An act relating to public employment labor relations; extending the expiration of an interest 
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