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BASIC PROVISIONS 

2780.0100 DEFINITIONS. 

Subpart 1. [Repealed, 12 SR 846] 
Subp. 2. [Repealed, 12 SR 846] 

Subp. 3. Classification. "Classification" means the manual classification as deter­
mined by the Workers' Compensation Insurers Rating Association's manual of rules, 
rates, and classifications approved for use in Minnesota by the commissioner, pursuant 
to Minnesota Statutes, section 79.071. 

Subp. 4. Commissioner. "Commissioner" means the commissioner of commerce. 
Subp. 5. [Repealed, 12 SR 846] 

Subp. 6. Current ratio. "Current ratio" means the ratio of current assets to current 
liabilities in the most recent financial statement. 

Subp. 7. Deficit. "Deficit" as regards the group self-insurer's fund means the excess 
of the amount necessary to fulfill all obligations under the Workers' Compensation Act 
for all fund years that the group has been in operation over all fund moneys. 

Subp. 8. Fund. "Fund" means self-insurer's fund. 
Subp. 9. Fund year. "Fund year" for group self-insurers means that period of time 

which the group self-insurer shall designate for the purposes of collecting premiums 
from its members and for determining any deficit or surplus. Such period of time shall 
correspond with the fiscal year of the group. Any claim arising within the accident year 
upon which the fund year is based shall be included in that fund year. 

Subp. 10. Modified premium. "Modified premium" means the total manual 
premium as defined in the Workers' Compensation Insurers Rating Association's 
manual of rules, classification, and rates approved for use in Minnesota, modified by an 
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2780.0100 WORKERS' COMPENSATION SELF-INSURANCE 586 

experience rating plan approved by the commissioner, pursuant to Minnesota Statutes, 
section 79.071. 

Subp. 11. Self-insurer. "Self-insurer" means both individual and group self-
insurers unless the context clearly indicates a more restrictive definition. 

Subp. 12. Self-insurer's fund. "Self-insurer's fund" means any monetary fund or 
account created by a group self-insurer to pay workers' compensation claims due under 
the Workers' Compensation Act. 

Subp. 13. Surplus. "Surplus," as regards the group self-insurer's fund, means the 
excess of all fund moneys over the amount necessary to fulfill all obligations under the 
Workers' Compensation Act for all fund years that the group has been in operation. 

Subp. 14. Workers' Compensation Act. "Workers' Compensation Act" means 
Minnesota Statutes, chapter 176. 

Subp. 15. Workers' Compensation Reinsurance Association; WCRA. "Workers' 
Compensation Reinsurance Association" means that association governed by Minneso­
ta Statutes, sections 79.34 to 79.40. 

Subp. 16. Workers' compensation service company. "Workers' compensation ser­
vice company" means an entity which has obtained a license from the commissioner 
pursuant to parts 2780.6100 to 2780.6900 to contract with self-insurers for the purpose 
of providing services necessary to plan and maintain an approved self-insurance 
program. An employer that has been granted the authority to self-insure pursuant to 
parts 2780.1100 to 2780.1700 and administers its own self-insurance program shall be 
deemed a duly licensed workers' compensation service company for the purposes of 
servicing a self-insurance program of any affiliated company. 

Statutory Authority: MS s 45.023; 176.181 subd 2 

History: L 1983 c 289 s 114 subd 1; L 1984 c 655 art 1 s 92; 12 SR 846 

2780.0200 [Repealed, 12 SR 846] 

2780.0300 [Repealed, 12 SR 846] 

2780.0400 INTEREST ON SECURITIES. 
Subpart 1. [Repealed, 18 SR 1472] 
Subp. 2. [Repealed, L 1992 c 510 art 5 s 10] 
Subp. 3. [Repealed, L 1992 c 510 art 5 s 10] 
Subp. 4. Interest. Interest accruing on any negotiable securities deposited shall be 

collected and transmitted to the depositor, provided that the depositor is not in default 
in payment of compensation, premiums due to WCRA, or any assessments levied by 
the Department of Labor and Industry under Minnesota Statutes, section 176.131. 

Subp. 5. [Repealed, 12 SR 846] 
Subp. 6. [Repealed, L 1992 c 510 art 5 s 10] 
Subp. 7. [Repealed, L 1992 c 510 art 5 s 10] 
Subp. 8. [Repealed, L 1992 c 510 art 5 s 10] 
Statutory Authority: MS s 45.023; 176.181 
History: L 1992 c 510 art 5 s 10; 18 SR 1472 

2780.0500 FILING REPORTS. 
Filing reports: 

A. Incurred losses, paid and unpaid, specifying indemnity and medical losses 
by classification, payroll by classification, and current estimated outstanding liability for 
workers' compensation shall be reported to the commissioner by each self-insurer on a 
calendar year basis, in a manner and on forms available from the commissioner. Payroll 
information must be filed by April 1 of the following year, and loss information and 
total workers' compensation liability must be filed by August 1 of the following year. 
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587 WORKERS' COMPENSATION SELF-INSURANCE 2780.0600 

B. Each self-insurer shall, under oath, attest to the accuracy of each report 
submitted pursuant to item A. Upon sufficient cause, the commissioner shall require 
the self-insurer to submit a certified audit of payroll and claim records conducted by an 
independent auditor approved by the commissioner, based on generally accepted 
accounting principles and generally accepted auditing standards, and supported by an 
actuarial review and opinion of the future contingent liabilities. The basis for sufficient 
cause shall include the following factors: where the losses reported appear significantly 
different from similar type businesses; where major changes in the reports exist from 
year to year, which are not solely attributable to economic factors; or where the 
commissioner has reason to believe that the losses and payroll in the report do not 
accurately reflect the losses and payroll of that employer. If any discrepancy is found, 
the commissioner shall require changes in the self-insurer's or workers' compensation 
service company record keeping practices. 

C. [Repealed, L 1999 c 177 s 88] 
D. Each individual self-insurer shall, within four months after the end of its 

fiscal year, annually file with the commissioner its latest 10K report required by the 
Securities and Exchange Commission. If an individual self-insurer does not prepare a 
J OK report, it shall file an annual certified financial statement, together with such other 
financial information as the commissioner may require to substantiate data in the 
financial statement. 

E. Each group self-insurer shall, within four months after the end of the fiscal 
year for that group, annually file a statement showing the combined net worth of its 
members based upon an accounting review performed by a certified public accountant, 
together with such other financial information the commissioner may require to 
substantiate data in the group's summary statement. This item shall not apply if the 
applicable financial requirements have been waived pursuant to part 2780.2300. 

F. In addition to the financial statements required by items D and E, interim 
financial statements or 10Q reports required by the Securities and Exchange Commis­
sion may be required by the commissioner upon an indication that there has been 
deterioration in the self-insurer's financial condition, including a worsening of current 
ratio, lessening of net worth, net loss of income, the downgrading of the company's 
bond rating, or any other significant change that may adversely affect the self-insurer's 
ability to pay expected losses. Any self-insurer that files an 8K report with the 
Securities and Exchange Commission shall also file a copy of the report with the 
commissioner within 30 days of the filing with the Securities and Exchange Commis­
sion. 

Statutory Authority: MS s 176.181 subd 2 
History: L 1999 c 177 s 88 

2780.0600 GROUNDS FOR REVOCATION OF SELF-INSURANCE AUTHORITY. 

The following shall constitute grounds for revocation of the authority to self-
insure: 

A. failure to comply with parts 2780.0100 to 2780.5000; 
B. failure to comply with any lawful order of the commissioner; 
C. failure to comply with any provision of the Workers' Compensation Act; 
D. a deterioration of financial condition adversely affecting the self-insurer's 

ability to pay expected losses, including a worsening of the current ratio, a lessening of 
net worth, a net loss of income, or the failure of the self-insurer to meet the net worth 
standards of part 2780.1200, subpart 1, or 2780.2200; 

E. committing an unfair or deceptive act or practice as defined in Minnesota 
Statutes, section 72A.20; or 

F. failure to abide by the plan of operation of the WCRA. 

Statutory Authority: MS s 176.181 subd 2 
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2780.1100 WORKERS' COMPENSATION SELF-INSURANCE 588 

INDIVIDUAL SELF-INSURERS 

2780.1100 APPLICATION FOR SELF-INSURER STATUS. 

Subpart 1. Procedure. Each employer desiring to self-insure individually shall apply 
to the commissioner on forms available from the commissioner. The commissioner 
shall grant or deny the application within 30 days after a complete application is filed. 
Such time limit may be extended for another 30 days upon 15 days' prior notice to the 
applicant. Any grant of authority to self-insure shall continue in effect until revoked by 
order of the commissioner or until such time as the employer becomes insured. 

Subp. 2. Certified financial statement. Each application for self-insurance shall be 
accompanied by a certified financial statement. Certified financial statements for a 
period ending more than six months prior to the date of the application must be 
accompanied by an affidavit, signed by a company officer under oath, stating that there 
has been no material lessening of the net worth nor other adverse changes in its 
financial condition since the end of the period. 

Statutory Authority: MS s 176.181 subd 2 

2780.1200 FINANCIAL STANDARDS. 

Subpart 1. Net worth. Each individual self-insurer shall have and maintain a net 
worth at least equal to the greater of ten times the retention limit selected with the 
WCRA or one-third the amount of the self-insurer's current annual modified premium. 
The requirements of this subpart shall be modified if the self-insurer can demonstrate 
through a reinsurance program, other than coverage provided by the WCRA, that it 
can pay expected losses without endangering the financial stability of the company. 

Subp. 2. Assets, net worth, and liquidity. Each individual self-insurer shall have 
and maintain sufficient assets, net worth, and liquidity to promptly and completely meet 
all of its obligations that may arise under the Workers' Compensation Act. In 
determining whether a self-insurer meets this requirement, the commissioner shall 
consider the self-insurer's current ratio; its long-term and short-term debt to equity 
ratios; its net worth; financial characteristics of the particular industry in which the self-
insurer is involved; any recent changes in the management and ownership of the 
company; any excess insurance purchased by the self-insurer from a licensed company 
or an authorized surplus line carrier, other than excess insurance from the WCRA; any 
other financial data submitted to the commissioner by the company; and the company's 
workers' compensation experience for the last four years. 

Subp. 3. Guarantee by affiliates. Where an employer seeking to self-insure fails to 
meet the financial requirements set forth in subparts 1 and 2, the commissioner shall 
grant authority to self-insure provided that an affiliated company, whose financial 
statement is filed with the commissioner and meets the requirements set forth in 
subparts 1 and 2, provides a written guarantee adopted by resolution of its board of 
directors that it will pay all workers' compensation claims incurred by its affiliate, and 
that it will not terminate the guarantee under any circumstances without first giving the 
commissioner and its affiliate 30 days' written notice. If said guarantee is withdrawn or 
if the guarantor ceases being an affiliate, the affiliate shall give written notice to the 
commissioner and the self-insured. The self-insured's authority to self-insure shall 
automatically terminate upon expiration of the 30-day notice period. 

Statutory Authority: MS s 176.181 subd 2 

2780.1300 AGREEMENT TO PAY BENEFITS. 

Each individual self-insurer shall agree to fully discharge by cash payment, or other 
form of benefit approved by the Department of Labor and Industry, all amounts 
required to.be paid by the provisions of the Workers' Compensation Act. 

Statutory Authority: MS s 176.181 subd 2 
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589 WORKERS' COMPENSATION SELF-INSURANCE 2780.2100 

2780.1400 DEPOSIT OF SECURITIES OR BONDS. 

Subpart 1. [Repealed, 12 SR 846] 
Subp. 2. Exemption. No deposit shall be required of a self-insurer that has had its 

workers' compensation liability guaranteed pursuant to part 2780.1200, subpart 3, 
provided that the affiliated company is required to make a deposit and the self-
insurer's outstanding workers' compensation liability is included in the determination of 
the affiliate's deposit. 

Statutory Authority: MS s 176.181 subd 2 

2780.1500 ADMINISTRATION OF CLAIMS. 

Subpart 1. Equitable. Each individual self-insurer shall administer insurance claims 
in a fair and equitable manner. 

Subp. 2. Qualifications of administrators. Each individual self-insurer shall desig­
nate those employees who will administer their self-insurance program, and shall 
specify their qualifications to engage in the administration of the self-insurance 
program. If a self-insurer contracts with another entity for the administration of its 
program, including adjustments of claims or administration of loss control or safety 
engineering programs, the self-insurer shall only contract with a workers' compensation 
service company duly licensed for those specific areas of program administration. 

Statutory Authority: MS s 176.181 subd 2 

2780.1600 SALE OR MERGER OF SELF-INSURER. 

When a self-insurer is sold to or merged with another entity, the self-insurer shall 
give notice to the commissioner within 30 days of the sale or merger. At that time, the 
new owner shall file a consolidated financial statement, and the commissioner shall 
have the discretion to revoke the employer's authority to self-insure if the consolidated 
financial statement does not meet the requirements of part 2780.1200, subparts 1 and 2. 
The burden shall be on the new owner to qualify pursuant to parts 2780.1100 to 
2780.1800. 

Statutory Authority: MS s 176.181 subd 2 

2780.1700 FEDERAL GUARANTEE; EXEMPTION. 

Any employer whose workers' compensation liability has been guaranteed by the 
federal government shall not be required to file a certified financial statement pursuant 
to part 2780.1200, subpart 2, provided that on termination of any such guarantee, the 
employer's authority to self-insure shall be void. 

Statutory Authority: MS s 176.181 subd 2 

2780.1800 NOTICE OF VOLUNTARY TERMINATION. 

Any individual self-insurer that voluntarily terminates its self-insurance authority 
shall give notice to the commissioner not less than 30 days before the termination is to 
occur. 

Statutory Authority: MS s 176.181 subd 2 ' 

GROUP SELF-INSURERS 

2780.2100 APPLICATIONS FOR GROUP SELF-INSURANCE. 
Applications for group self-insurance: 

A. Two or more employers in the same industry may apply to the commission­
er for the authority to self-insure as a group on forms available from the commissioner. 
This initial application shall be accompanied by a copy of the bylaws or plan of 
operation adopted by the group. Such bylaws or plan of operation shall conform to the 
conditions prescribed by parts 2780.2100 to 2780.5000. The commissioner shall approve 
or disapprove the bylaws within 30 days unless a question as to the legality of a specific 

                        
MINNESOTA RULES 2005

Copyright © 2005 by the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                      



2780.2100 WORKERS' COMPENSATION SELF-INSURANCE 590 

bylaw or plan provision has been referred to the Attorney General's Office. The 
commissioner shall make a determination as to the application within 15 days after 
receipt of the requested response from the Attorney General's Office. 

B. After the initial application and the bylaws or plan of operation have been 
approved by the commissioner or at the time of the initial application, the group shall 
submit the names of employers that will be members of the group; an indemnity 
agreement providing for joint and several liability for all group members for any and all 
workers' compensation claims incurred by any member of the group, as set forth in part 
2780.9920, signed by an officer of each member; and an accounting review performed 
by a certified public accountant. A certified financial audit may be filed in lieu of an 
accounting review. 

Statutory Authority: MS s 176.181 subd 2 

2780.2200 FINANCIAL STANDARDS. 

A group proposing to self-insure shall have and maintain: 
A. A combined net worth of all of the members of at least equal to the 

greater of ten times the retention selected with the WCRA or one-third of the current 
annual modified premium of the members. The requirements of this item shall be 
modified if the self-insurer can demonstrate that through excess insurance, other than 
coverage provided by the WCRA, that it can pay expected losses. 

B. Sufficient assets, net worth, and liquidity to promptly and completely meet 
all obligations of its members under the Workers' Compensation Act. In determining 
whether a group is in sound financial condition, consideration shall be given to the 
combined net worth of the member companies; the consolidated long-term and short-
term debt to equity ratios of the member companies; the particular industry that the 
member companies are engaged in; any excess insurance other than reinsurance with 
the WCRA, purchased by the group from an insurer licensed in Minnesota or from an 
authorized surplus line carrier; other financial data requested by the commissioner or 
submitted by the group; and the combined workers' compensation experience of the 
group for the last four years. 

Statutory Authority: MS s 176.181 subd 2 

2780.2300 WAIVER OF FINANCIAL REQUIREMENTS. 

The financial requirements of parts 2780.2100, item B, and 2780.2200 shall be 
waived if the group self-insurer has purchased aggregate excess insurance from an 
insurer licensed to do business in the state of Minnesota, and that excess insurance 
indemnifies all losses of the group self-insurer, other than those reimbursable by the 
Workers' Compensation Reinsurance Association, in excess of the annual premiums 
collected by the group less the sum of annual administrative costs, premiums payable to 
the Workers' Compensation Reinsurance Association, and premiums payable to the 
excess insurer. If aggregate excess insurance is terminated, the service company shall 
inform the commissioner within two days after receipt of notice of cancellation. 

Statutory Authority: MS s 176.181 subd 2 

2780.2400 PROCESSING APPLICATION. 
The commissioner shall grant or deny the group's application to self-insure within 

30 days after a complete application has been filed, provided that such time may be 
extended for an additional 30 days upon 15 days prior notice to the applicant. The 
commissioner shall grant approval for self-insurance upon a determination that the 
financial ability of the self-insurer's group is sufficient to fulfill all joint and several 
obligations of the member companies that may arise under the Workers' Compensation 
Act; the gross annual premium of the group members is at least $300,000; the group 
has established a fund pursuant to parts 2780.4100 to 2780.5000; the group has 
contracted with a licensed workers' compensation service company to administer its 
program; the required securities or surety bond shall be on deposit prior to the 
effective date of coverage for any member; and all of the member companies are 
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591 WORKERS' COMPENSATION SELF-INSURANCE 2780.2800 

engaged in the same industry. Such approval shall be effective until revoked by order of 
the commissioner or until the employer members of the group become insured. 

Statutory Authority: MS s 176.181 subd 2 

2780.2500 ADMINISTRATION OF PROGRAM. 

Each group self-insurer shall contract with a workers' compensation service 
company licensed pursuant to parts 2780.6100 to 2780.6900 to administer its program, 
or employ such personnel that will qualify the group as a licensed workers' compensa­
tion service company. The service company shall have the sole authority to make claim 
and reserve determinations regarding injured workers of the member employers. 

Statutory Authority: MS s 176.181 subd 2 

2780.2600 GROUP SELF-INSURER'S FUND. 

Each group self-insurer shall establish a group self-insurer's fund pursuant to parts 
2780.4100 to 2780.5000, which shall be administered by the board of directors of the 
group. 

Statutory Authority: MS s 176.181 subd 2 

2780.2700 [Repealed, 12 SR 846; L 1989 c 260 s 25] 

2780.2800 GROUP MEMBERSHIP. 
Subpart 1. Period. An employer must belong to the group for at least one year. If 

a member voluntarily terminates its membership in a group during the second or third 
year of membership, the group self-insurer shall assess the following member at least 
the following penalties: 25 percent of the premium due from that member for that year 
if termination occurs within the second year of membership, and 15 percent of the 
premium due from that member for that year if termination occurs within the third 
year. No penalty shall be required if an employer's withdrawal is due to merger, 
dissolution, sale of the company, or change in the type of business so that it is no 
longer engaged in the same industry as the rest of the employers of the group. 
Following the completion of three consecutive years of membership in the group, 
withdrawal from the group shall be allowed without penalty, provided that 90 days' 
advance written notice is given to the board of directors of the group, and the group's 
plan of operation or bylaws allow such withdrawal without a penalty. Any penalty 
assessed pursuant to this subpart shall be paid to the group's self-insurer's fund. 

Subp. 2. Withdrawal or expulsion. Upon receipt of any notice of a member to 
withdraw or a decision by the board of directors to expel a member, the group self-
insurer shall give immediate notice to the commissioner and then, as soon as 
practicable, reevaluate its net worth and financial condition. If the consolidated net 
worth or financial condition of the group, excluding the terminating or expelled 
member, fails to meet the requirements specified in part 2780.2200, the group shall so 
notify the commissioner within 15 days and advise the commissioner of its plan for 
bringing the group into compliance with part 2780.2200. 

Subp. 3. Filing of membership. The group self-insurer shall file with the commis­
sioner the name of all employer members accepted into the group. The group shall not 
accept any liability for a new member until a signed indemnity agreement in the form 
set forth in part 2780.9920 has been completed by that new member and filed with the 
commissioner. 

Subp. 4. Prohibited members. Each group self-insurer shall be prohibited from 
accepting as a member any employer that owes an outstanding debt to a previous group 
self-insurer. A judgment obtained under the laws of Minnesota shall be required as 
proof of such debt. If a group has such an employer member, upon receipt of the 
required proof the fund administrator shall issue 30 days' notice of cancellation to the 
member. 

Statutory Authority: MS s 176.181 subd 2 
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2780.2900 WORKERS' COMPENSATION SELF-INSURANCE 592 

2780.2900 BYLAWS AND PLANS OF OPERATION. 

Subpart 1. Adopting. The directors of each group self-insurer shall cause to be 
adopted a set of bylaws or plan of operation that shall govern the operation of the 
group. All bylaws or plans of operation or amendments thereto shall be subject to prior 
approval by the commissioner, pursuant to part 2780.2100, item A. 

Subp. 2. Content. These bylaws or plans of operation shall contain the following 
subjects: 

A. qualifications for group self-insurer membership, including underwriting 
considerations; 

B. the method for selecting the board of directors, including the directors' 
terms of office; 

C. the procedure for amending the bylaws or plan of operation; 
D. investment of all assets of the fund; 
E. frequency and extent of loss control or safety engineering services provided 

to members; 
F. a schedule for payment and collection of premiums; 
G. expulsion procedures, including expulsion for nonpayment of premiums 

and expulsion for excessive losses; 
H. delineation of authority granted to the administrator; 
I. delineation of authority granted to the service company; 
J. basis for determining premium contributions by members, including any 

experience rating program; 
K. procedures for resolving disputes between members of the group, which 

shall not include submitting them to the commissioner; and 
L. basis for determining distribution of any surplus to the members, or 

assessing the membership to make up any deficit. 
Subp. 3. Annual review. The directors shall review at least annually the following 

items for the purpose of determining whether these areas of concern are being 
adequately provided for: 

A. service company performance; 
B. loss control and safety engineering; 
C. investment policies; 
D. collection of delinquent debts; 
E. expulsion procedures; 
F. initial member review; 
G. administrator performance; and 
H. claims handling and claims reporting. 

Subp. 4. Mandatory filing. All group self-insurers shall file copies of its current 
bylaws or plan of operation with the commissioner. Any changes in the bylaws or plan 
of operation shall be filed with the commissioner no later than 30 days prior to their 
taking effect. The commissioner reserves the right to order the group self-insurers to 
rescind or revoke any bylaw or plan of operation if it is in violation of parts 2780.0100 
to 2780.9920. 

Statutory Authority: MS s 176.181 subd 2 

2780.3000 RECORDS. 
All group self-insurers shall maintain at a location within the state of Minnesota 

such records as are necessary to verify the accuracy and completeness of all reports 
submitted to the commissioner pursuant to this chapter. However, the group self-
insurers shall be authorized to transfer their financial records to the offices of the 
certified public accountant for the group self-insurers upon the written permission of 
the commissioner. In addition, if the group self-insurer has contracted with a service 
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593 WORKERS' COMPENSATION SELF-INSURANCE 2780.4200 

company for claims handling, then the claims files and related records may be located 
at the offices of the service company. The location of these records shall be designated 
with the application for self-insurance authority and thereafter shall be provided to the 
commissioner through written notice of any change in its location within 30 days of any 
such change. 

Statutory Authority: MS s 176.181 subd 2 

2780.3100 NONCOMPLIANCE. 
Failure of any employer to maintain membership in any group while not otherwise 

procuring insurance for its workers' compensation liability may subject the employer to 
the penalties provided in Minnesota Statutes, sections 176.181 and 176.183. 

Statutory Authority: MS s 176.181 subd 2 

2780.3200 WCRA MEMBERSHIP. 
The group self-insurer shall be considered a single entity for the purposes of 

membership in the WCRA and for the purposes of any assessment levied upon self-
insurers pursuant to the Workers' Compensation Act. 

Statutory Authority: MS s 176.181 subd 2 

2780.3300 BUSINESS TRUST OR INCORPORATION PROHIBITED. 
The group self-insurer shall not incorporate or form a business trust pursuant to 

Minnesota Statutes, chapter 318. 
Statutory Authority: MS s 176.181 subd 2 

2780.3400 NOTICE OF VOLUNTARY TERMINATION. 
Any group self-insurer that voluntarily terminates its self-insurance authority shall 

give notice to the commissioner not less than 30 days before the termination is to 
occur. 

Statutory Authority: MS s 176.181 subd 2 

GROUP SELF-INSURER'S FUND 

2780.4100 PAYMENT TO FUND. 
Each group self-insurer shall, not less than ten days prior to the proposed effective 

date of the group, submit evidence that cash premiums equal to not less than 20 
percent of the current year's modified workers' compensation insurance premium 
reduced by an appropriate premium discount for each employer has been paid into a 
common claims fund, maintained by the group in a designated depository. The 
remaining balance of the member's premium, which shall be at least the current year's 
modified workers' compensation insurance premium reduced by any appropriate 
premium discount less the initial cash premium, shall be paid to the group in a 
reasonable manner over the remainder of the year. Payments in subsequent years shall 
be made according to the schedule in the manual of rules, classifications, and rates 
approved for use in Minnesota; provided that a reduction in the manual premium shall 
be allowed if based on bona fide savings in the expenses of the group, or an actuary 
who is a member of the Casualty Actuarial Society certifies that a reduction should be 
permitted based on the losses of the group and that a deficit has not occurred in any of 
the last three years. Each group self-insurer shall initiate proceedings against a member 
when that member becomes more than 15 days delinquent in any payment of premium 
to the fund. 

Statutory Authority: MS s 176.181 subd 2 

2780.4200 COMMINGLING OF ASSETS. 
There shall be no commingling of any assets of the group self-insurer's fund with 

the assets of any individual member employer or with any other account of the group 
unrelated to payment of workers' compensation liability incurred by the group. 

Statutory Authority: MS s 176.181 subd 2 
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2780.4300 ADMINISTRATORS, DIRECTORS, AND FISCAL AGENTS. 

Subpart 1. Designation. The group self-insurer shall designate a fiscal agent and/or 
administrator to administer the financial affairs of the fund. Such fiscal agent or 
administrator shall furnish a fidelity bond with the self-insurer as obligee, in an amount 
sufficient to protect the fund against the misappropriation or misuse of any money or 
securities. Such fiscal agent or administrator shall not be an owner, officer, or employee 
of the service company or any affiliate of the service company. 

Subp. 2. Control of funds. All funds shall remain in the control of the group self-
insurer or its authorized administrator. One or more revolving funds for payment of 
compensation benefits due may be established for the use of the authorized service 
company. The service company shall furnish a fidelity bond covering its employees, with 
the self-insurer as obligee, in an amount sufficient to protect all money placed in such 
revolving fund. Should the fidelity bond of the fiscal agent and/or administrator also 
cover the money in the revolving fund, the service company shall not be required to 
furnish a fidelity bond. 

Subp. 3. Use of funds. No director, fiscal agent, or administrator of a group self-
insurer shall utilize any of the money collected as premiums for any purpose unrelated 
to workers' compensation insurance. No director, fiscal agent, or administrator shall 
borrow any money from the self-insurer's fund or in the name of the self-insurer's fund. 

Statutory Authority: MS s 176.181 subd 2 

2780.4400 ANNUAL AUDIT. 

The accounts and records of the group self-insurer's fund shall be audited 
annually. Audits shall be made by certified public accountants, based on generally 
accepted accounting principles and generally accepted auditing standards, and sup­
ported by actuarial review and opinion of the future contingent liabilities, in order to 
determine the solvency of the self-insurer's fund. All audits required by this part shall 
be filed with the commissioner 90 days after the close of the fiscal year for the group 
self-insurer. The commissioner may require a special audit to be made at other times if 
the financial stability of the fund or the adequacy of its monetary reserves is in 
question. 

Statutory Authority: MS s 176.181 subd 2 

2780.4500 INVESTMENTS. 

Cash assets of the self-insurer's fund may be invested as provided in Minnesota 
Statutes, section 60A.11 for a casualty insurance company, provided that investment in 
common stock, real estate, or indebtedness from any member company is prohibited. In 
addition, investment in the following is allowed: 

A. savings accounts or certificates of deposit in a duly chartered commercial 
bank located within the state of Minnesota and insured through the Federal Deposit 
Insurance Corporation; 

B. share accounts or savings certificates in a duly chartered savings association 
located within the state of Minnesota and insured through the Federal Savings and 
Loan Insurance Corporation; 

C. direct obligations of the United States Treasury, such as notes, bonds, or 
bills; 

D. any bond or security issued by the state of Minnesota and backed by the 
full faith and credit of the state; or 

E. any credit union where the employees of the self-insurer are members, 
provided that such credit union is located in Minnesota, licensed by the state of 
Minnesota, and insured through the Federal Deposit Insurance Corporation. 

Statutory Authority: MS s 176.181 subd 2 
History: L 7995 c 202 art 1 s 25 
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2780.4600 PURCHASE OF SECURITIES. 

Any securities purchased by the group self-insurer's fund shall be in such denomi­
nations and with dates of maturity to insure that securities may be redeemable at 
sufficient time and in sufficient amounts to meet the fund's current and long-term 
liabilities. 

Statutory Authority: MS s 176.181 subd 2 

2780.4700 ANNUAL REPORT. 

The self-insurer shall report annually, as part of its financial statement, a schedule 
showing the disposition of all investment income earned during the immediately 
preceding year. 

Statutory Authority: MS s 176.181 subd 2 

2780.4800 [Repealed, L 1994 c 485 s 66] 

2780.4900 NOTICE OF REFUND. 
The group self-insurer shall give notice to the commissioner of any refund. Said 

notice shall be accompanied by a statement from the self-insurer's certified public 
accountant certifying that the proposed refund is in compliance with part 2780.4800. 

Statutory Authority: MS s 176.181 subd 2 

2780.5000 DEFICITS. 

Subpart 1. Payment. In the event of a deficit in any fund year, such deficit shall be 
paid up immediately, either from surplus from a fund year other than the current fund 
year or by assessment of the membership. The commissioner shall be notified within 
ten days of any transfer of surplus funds. 

Subp. 2. Assessment. If the commissioner finds that any deficit has not been paid 
up, the commissioner shall order an assessment to be levied against the members of a 
group self-insurer sufficient to make up any deficit. 

Statutory Authority: MS s 176.181 subd 2 
History: 17 SR 1279 

WORKERS' COMPENSATION SERVICE COMPANIES 

2780.6100 LICENSE APPLICATION. 
Subpart 1. Scope of license. Any person or entity desiring to be licensed as a 

workers' compensation service company shall apply to the commissioner on forms 
available from the commissioner. The license shall designate areas of administrative 
services that the service company shall be authorized to perform. Any license granted 
shall be effective for a period of two years unless revoked by order of the commission­
er. 

Subp. 2. Content. In support of the application, a workers' compensation service 
company shall submit: 

A. summary information concerning its organization and staff; 
B. detailed resumes of all employees, or employees of any subcontractor, with 

administrative or professional capacity; such resumes shall indicate the areas of 
administration in which each employee shall work and the qualifications and experience 
of the employee relating to that area; 

C. a description of the administrative services intended to be provided; and 
D. the identity of the owners of the service company, including all members of 

a partnership and all officers of a corporation. 
Subp. 3. Certification. The application shall be accompanied by a certification that 

the applicant has employed or has contracted with competent individuals to provide 
those services intended to be provided to self-insurers. 

Statutory Authority: MS s 176.181 subd 2 
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2780.6200 SUPERVISORY PERSONNEL. 

If the workers' compensation service company intends to provide claims adjusting, 
the service company or its subcontractor shall have supervisory personnel who possess 
at least three years' experience adjusting workers' compensation claims. Further, the 
workers' compensation service company or subcontractor shall have at least one 
adjuster who holds a license under Minnesota Statutes, chapter 72B, and shall be 
situated within the state of Minnesota. 

Statutory Authority: MS s 176.181 subd 2 

2780.6300 RESIDENTIAL AGENT. 

The workers' compensation service company shall have within the state of Minne­
sota an employee who is able to act as a resident agent, authorized to act in all matters 
concerning the service company. 

Statutory Authority: MS s 176.181 subd 2 

2780.6400 ACCOUNTANTS. 

The workers' compensation service company shall have employed or retained 
experienced accountants when necessary to the providing of the administrative services 
to a self-insurer, when the prospective self-insurer does not provide such expertise. 

Statutory Authority: MS s 176.181 subd 2 

2780.6500 PROCESSING OF APPLICATION. 

The commissioner shall grant or deny the license within 30 days after a complete 
application has been filed showing compliance with parts 2780.6100 to 2780.6400. 
However, if any applicant, an affiliated company of the applicant, or owner or officer of 
the applicant has committed an act or practice in connection with the administration of 
claims that is defined as unfair or deceptive in Minnesota Statutes, section 72A.20, the 
applicant shall be denied a license under this part. Any applicant who is denied a 
license pursuant to this part may, within 30 days after denial by the commissioner, 
demand a hearing pursuant to Minnesota Statutes, chapter 14. The commissioner shall 
have the burden of proof at any such hearing to prove that the applicant has committed 
such a practice. 

Statutory Authority: MS s 176.181 subd 2 

2780.6600 INSPECTION OF RECORDS. 

Any records of a workers'compensation service company relating to any of the 
services offered or provided to any self-insurer shall be open to inspection by the 
commissioner during normal business hours. 

Statutory Authority: MS s 176.181 subd 2 

2780.6700 INVESTIGATION. 

Each workers' compensation service company may be investigated by the commis­
sioner upon reasonable belief that the service company is not in compliance with this 
chapter or is improperly administering workers' compensation claims pursuant to the 
Workers' Compensation Act. If the commissioner determines that the service company 
is not in compliance with this chapter or the Workers' Compensation Act, the service 
company shall be liable for the cost of the investigation. 

Statutory Authority: MS s 176.181 subd 2 

2780.6800 REVOCATION. 

Subpart 1. Contested case. Revocation of any workers' compensation service 
company license shall be pursuant to the contested case procedure in Minnesota 
Statutes, chapter 14. 
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Subp. 2. Grounds. Grounds for revocation of the workers' compensation service 
company license shall be maintenance of inadequate loss reserves; violation of any of 
the foregoing rules; violation of any provision of the Workers' Compensation Act; or 
committing an unfair or deceptive act or practice as defined in Minnesota Statutes, 
section 72A.20. 

Statutory Authority: MS s 176.181 subd 2 

2780.6900 REPORTS. 

Subpart 1. Responsibility. Each workers' compensation service company shall be 
expected to file, or attempt to ensure that the self-insurers it services file, all required 
reports relating to those services that they provide by the dates established by statute or 
by these rules. Such reports shall include the following: loss information reports 
required by part 2780.0500; reports required by the WCRA; and any report required by 
the Minnesota Department of Labor and Industry. 

Subp. 2. Termination of contract. Each workers' compensation service company 
shall report to the commissioner the termination of any service contract entered into 
with a self-insurer within ten days of such termination. 

Statutory Authority: MS s 176.181 subd 2 

2780.9910 [Repealed, 12 SR 846] 

FORMS 

2780.9920 INDEMNITY AGREEMENT. 

INDEMNITY AGREEMENT 

1. Whereas, (name of company) has agreed to be and has been accepted as a 
member of (name of Group Self-Insurer). 

2. Whereas, (name of company) has agreed to be bound by all of the provisions of 
the Minnesota Workers' Compensation Act and all Rules promulgated thereunder. 

3. Whereas, that (name of company) has agreed to be bound by the bylaws or plan 
of operation and all amendments thereto of (name of Group Self-Insurer). 

4. Whereas, that (name of company) has agreed to be jointly and severally liable 
for all claims and expenses of all the members of (name of Group Self-Insurer) arising 
in any fund year in which (name of company) is a member of the group. Provided that 
if (name of company) is not a member for the full year, it shall be only liable for a pro 
rata share of that liability. 

IN WITNESS WHEREOF, the (name of company) and (name of group self-
insurer) have caused this indemnity agreement to be executed by its authorized officers: 

Group Self-Insurer's Name Company Name 

By: By: 

Date: Date:_ 

Statutory Authority: MS s 176.181 subd 2 
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