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CHAPTER 66A
MUTUAL COMPANIES

66A.08 Reguirements.

66A.08 REQUIREMENTS.
[For text of subds 1 to 3, see M.S.1984]

Subd. 4. Employers’ liability and workers’ compensation. (1) Organization,
(a) Subscribers and articles of incorporation. Twenty or more persons may form an
incorporated mutual employers’ liability insurance association for the purpose of
insuring themselves and such other persons, firms, or corporations as may become
subscribers to the association against liability for compensation payable under the
terms of the workers’ compensation law and for the purpose of insuring against loss
or damage by the sickness, bodily injury, or death by accident of any person
employed by the insured or for whose injury or death the insured is responsible.

They shall subscribe and acknowledge a certificate specifying:

(aa) the name, general nature of its business, and the principal place of
transacting the same; (such name shall distinguish it from all other corporations,
domestic or foreign, authorized to do business in this state and end with “company,”
“corporation,” ‘“‘association,” or the word ‘“‘incorporated”);

(bb) the period of its duration;

{cc) the names and places of residence of the incorporators;

(dd) in what board its management shall be vested and the names and addresses
of those composing the board until the first election, a majority of whom shall
always be residents of the state; '

(ee) the highest amount of indebtedness or liability to which the corporation
shall at any time be subject; and

(ff) the territory within which the association may do business.

It may contain any other lawful provisions defining and regulating the powers
or business of the corporation, its officers, directors, trustees, and members.

The certificate of incorporation of every such corporation shall be submitted to
the commissioner for his approval and, if he approves the same, one copy thereof
shall be filed with the secretary of state and one copy with the commissioner.

(b) Bylaws and seal. Such association shall have the power to make bylaws for
the government of its officers and the conduct of its affairs, to alter and amend the
same, and to adopt a common seal.

(c) Annual meeting; voting rights. The annual meeting for the election of
directors shall be held at such time as the bylaws of the association may direct. Of
the time and place of the meeting at least 30 days previous written or printed notice
shall be given to the subscribers, or the notice may be given by publication, not less
than three times, in at least two daily or weekly newspapers published in the city or
county wherein the association has its principal office and in the legal periodical, if
any, designated by the rules of court of the proper county for the publication of legal
notices. Subscribers who, during the preceding calendar year, have paid into the
treasury of the association premiums amounting to more than one-half of the total
premiums received by it during that year, shall constitute a quorum. At this annual
meeting the subscribers shall elect, by ballot, from their own number, not less than
five directors, a majority of whom shall be residents of this state, to serve for at least
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one year and until their successors are duly chosen. The association may provide in
its bylaws for the division of its board of directors into two, three, or four classes,
and for the election thereof at its annual meetings in such manner that the members
of one class only shall retire and their successors be chosen each year. Vacancies
may be filled by election by the board until the next annual meeting. In the choice
of directors and in all meetings of the association, each subscriber shall be entitled to
one vote for every $100, or any fraction thereof, paid by him in premiums into the
treasury of the association during the preceding calendar year. Subscribers may

- vote by proxy and the record of all votes shall be made by the secretary and show
whether the same were cast in person or by proxy and shall be evidence of all these
elections. Not less than three directors shall constitute a quorum. The directors
shall annually choose by ballot a president, who shall be a member of the board; a
secretary; a treasurer, who may be either the president or secretary; and such other
officers as the bylaws may provide; and fix the salaries of the president and the
secretary, as well as the salaries or compensation of such other officers and agents as
the bylaws prescribe. Vacancies in any office may be filled by the directors or by
the subscribers, as the bylaws shall prescribe.

(2) Requirements. (a) Number of risks to qualify. These associations shall not
begin to issue policies until a list of subscribers with the number of employees of
each which, in the aggregate, must number not less than 5,000, together with such
other information as the commissioner may require, shall have been filed at the
department of commerce, nor until the president and secretary of the association
shall have certified under oath that every subscription in the list so filed is genuine
and made with an agreement of all the subscribers that they will take the policies
subscribed for within 30 days of the granting of a license by the commissioner. In
case of associations organized exclusively for the purpose of insuring creameries,
cheese factories, and livestock shipping associations, these associations may begin to
issue policies when the number of employees insured aggregates 300.

Upon the filing of the certificate provided for in this section, the commissioner
shall make such investigations as he may deem proper and, if his findings warrant it,
grant a license to the association to issue policies.

(b) Number of risks required to continue in business. If at any time the number
of subscribers falls below 20, or the number of subscribers’ employees within the
state falls below 5,000, no further policies shall be issued until the total number of
subscribers amounts to not less than 20, whose employees within the state are not
less than 5,000. In case of associations organized for the purpose of insuring
creameries, cheese factories, and livestock shipping associations, the number of
subscribers must not fall below 200, nor the number of subscribers’ employees within
the state below 300.

(3) Additional powers. (a) May write automobile insurance. Any such company
authorized to write workers’ compensation or liability insurance under this subdivi-
sion, when its articles of incorporation so provide, shall be permitted to insure
against loss or damage to automobiles or other vehicles and their contents by
collision, fire, burglary, or theft, and other perils of operation, and against liability
for damage to persons or property of others by collision with such vehicles, and to
insure against any loss or hazard incident to the ownership, operation, or use of
motor or other vehicles, as specified in section 60A.06, subdivision 1, clause (12).

(b) May write glass insurance. Any company authorized to write workers’
compensation or liability insurance under this subdivision when its articles of
incorporation so provide shall be permitted to insure against loss or damage by
breakage of glass located or in transit.
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(c) Special powers. Any company organized under this subdivision which, for
15 years prior to the passage of Laws 1935, chapter 136, has exclusively insured
creameries, cheese factories, and livestock shipping associations, and which has
assets of $100,000 or more, may write public liability and compensation insurance
coverage of creameries, cheese factories, shipping associations, farmers’ elevators,
cooperatively owned warehouses, cooperative filling stations, cooperative oil compa-
nies and all cooperatively owned or organized enterprises.

(4) Internal operation. (a) Policies. Policies of insurance issued by any such
association may be made either with or without the seal thereof and they shall be
signed by the president, or such other officers as may be designated by the directors
for that purpose, and attested by the secretary.

(b) Classification of risks. The board of directors may divide the subscribers
into groups in accordance with the nature of their business and the probable risk of
injury therein. In such case they shall fix all premiums, make all assessments, and
determine and pay all dividends by and for each group in accordance with the
experience thereof, but all funds of the association and the contingent liability of all
subscribers shall be available for the payment of any claim against the association;
provided, that (as between the association and its subscribers) until the whole of the
contingent liability of the members of any group shall be exhausted, the general
funds of the association and the contingent liability of the members of other groups
shall not be available for the payment of losses and expenses incurred by such group
in excess of the earned premiums paid by the members thereof.

(c) Classification to be filed. A statement of any proposed distribution of
subscribers into groups shall be filed with the department of commerce.

(d) Rates. The board of directors shall determine the amount of premiums
which the subscribers of the association shall pay for their insurance in accordance
with the nature of the business in which the subscribers are engaged and the
probable risk of injury to their employees under existing conditions, and it shall fix
premiums at such amounts as in its judgment shall be sufficient to enable the
association to pay to its subscribers all sums which may become due and payable to
their employees under provisions of law and the expenses of conducting the business
of the association. In fixing the premium payable by any subscriber, the board of
directors may take into account the condition of the plant, workroom, shop, farm, or
premises of the subscriber in respect to the safety of those employed therein as
shown by the report of any inspector appointed by the board and it may from time
to time change the amount of premiums payable by any of the subscribers as
circumstances may require and the condition of the plant, workroom, shop, farm, or
premises of the subscribers in respect to the safety of their employees may justify and
may increase the premiums of any subscriber neglecting to provide safety devices
required by law, or disobeying the rules or regulations made by the board of
directors in accordance with the provisions of clause (4)(g).

(¢) Premiums; contingent liability, Every such company shall charge and
.collect on each policy a premium equal to one year’s premium on the policy issued
and state in the policy the estimated annual premium and provide in its bylaws for
the determination of the actual premium and for the payment of same when
determined. The premium thus determined shall be known as the annual premium
on the policy. The company shall provide in its bylaws and specify in its policies
~ the maximum contingent mutual liability of its members for the payment of losses
and expenses not provided for by its cash fund. The contingent liability of a
member shall not be less than a sum equal and in addition to one annual premium,
nor more than a sum equal to five times the amount of the annual premium or, in
case of a policy written for less than one year, the contingent liability shall not be
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less than the proportionate fractional part of the annual premium, nor more than
five times the proportionate fractional part of the annual premium. The contingent
liability of the policyholder shall be plainly and legibly stated in each policy as
follows: “The maximum contingent liability of tlie policyholder under this policy
shall be a sum equal to ..... annual premium (or premiums).”

(f) Assessments. When the liabilities, including unearned premiums and such
other reserves as are or may be required by law and the commissioner, are in excess
of the admitted assets computed on the basis allowed for its annual statement, it
shall make an assessment upon its policyholders based upon the amount of one
annual premium as written in the policy and not to exceed the amount of five annual
premiums.

If it becomes necessary to levy the assessment, as provided by this section, no
policies shall be issued until the admitted assets of the association are in excess of its
liabilities.

(g) Power of board of directors. The board of directors shall be entitled to
inspect the plant, workroom, shop, farm, or premises of any subscriber and for this
purpose to appoint inspectors, who shall have free access to all such premises during
regular working hours, and the board of directors shall likewise from time to time be
entitled to examine by their auditor or other agent the books, records, and payrolls
of any subscribers for the purpose of determining the amount of premium chargeable
to the subscriber.

The board of directors shall make reasonable rules and regulations for the
prevention of injuries upon the premises of subscribers; and may refuse to insure, or
may terminate the insurance of, any subscriber who refuses to permit these
examinations and disregards such rules or regulations, and forfeit all premiums
previously paid by him, but the termination of the insurance of any subscriber shall
not release him from liability for the payment of assessments then or thereafter made
by the board of directors to make up deficiencies existing at the termination of his
insurance.

(h) Investments. The association shall invest and keep invested all its funds of
every description, excepting such cash as may be required in the transaction of its
business, in accordance with the laws of this state or relating to the investment of
funds of domestic insurance companies.

No such association shall purchase, hold, or convey real estate except as
provided by section 60A.11, subdivision 6.

(i) Withdrawal of subscriber. Any subscriber of the association who has
complied with all its rules and regulations may withdraw therefrom by written notice
to that effect sent by the subscriber by certified mail to the association and this
withdrawal shall become effective on the first day of the month immediately
following the tenth day after the receipt of the notice, but the withdrawal shall not
release the subscriber from liability for the payment of assessments thereafter made
by the board of directors to make up deficiencies existing at the date of his
withdrawal and the subscriber shall be entitled to his share of any dividends earned
at the date of his withdrawal.

(5) Miscellaneous. (a) Perjury by officer. If any officer of the association shall
falsely make oath to any certificate required to be filed with the commissioner, he
shall be guilty of perjury.

(b) Foreign mutual employers’ liability association. Any mutual employers’
liability insurance association of another state, upon compliance with all laws
governing such corporations in general and the provisions of this subdivision may be
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admitted to transact business in this state. These associations shall pay to the
department of commerce the fees prescribed by section 60A.14, subdivision 1.

(c) Winding up affairs. When the contracts of insurance issued by these
associations shall cover in the aggregate less than 5,000 employees or, in the case of
associations organized for the purpose of insuring creameries, cheese factories, and
livestock shipping associations, less than 300 employees, the association shall
forthwith notify the commissioner of that fact and if, at the expiration of six months
from the notice, the aggregate number of employees covered by the contracts of
insurance shall be less than 5,000, or, in the case of associations organized for the
purpose of insuring creameries, cheese factories, and livestock shipping associations,
less than 300 employees, the commissioner shall proceed under the provisions of
chapter 60B.

History: 1985 ¢ 234 s 1
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