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60A.02 DEFINITIONS.
[For text of subds 1 to 6, see M.S.2000]

Subd. 7. Insurance agent or insurance agency. An “insurance agent” or “insurance
agency” is an insurance .producer licensed under sections 60K.30 to 60K.56 acting
under express authority froni, and an appointment by, an insurer and on its behalf to
solicit insurance, or to appoint other insurance producers to solicit insurance, or to
write and countersign policies of insurance, or to collect premiums therefor within this
state, or to exercise any or all these powers whern so authorized by the insurer. The
term “person” includes a natural person, a partnership, a corporation, or other entity,
including an insurance agency.

[For text of subds 9 to 29, see M.S5.2000]
History: 2001 c 117 art 2s 3

NOTE: The amendment to subdivision 7 by Laws 2001, chapter 117, article 2, scction 3, is effective July 1, 2002. Laws
2001, chapter 117, article 2, section 19.

60A.06 KINDS OF INSURANCE PERMITTED.
[For text of subds 1 and 2, see M.S.2000]

Subd. 3. Limitation on combination policies. (a) Unless specifically authorized by
subdivision 1, clause (4), it is unlawful to combine in one policy coverage permitted by
subdivision 1, clauses (4) and (5)(a). This subdivision does not prohibit the simulta-
neous sale of these products, but the sale must involve two separate and distinct
policies.

(b) This subdivision does not apply to group policies.

(c) This subdivision does not apply to policies permitted by subdivision 1, clause
(4), that contain benefits providing acceleration of life, endowment, or annuity benefits
in advance of the time they would otherwise be payable, or to long-term carc policies
as defined in section 62A.46, subdivision 2, or chapter 628S.

[For text of subd 4, see M.S.2000]
History: 2001 ¢ 215 s 1

60A.08 CONTRACTS OF INSURANCE.
[For text of subds 1 to 12, see M.S.2000]

Subd. 13. Reduction of limits by costs of defense prohibited. (a) No insurer shall
issue or renew a policy of liability insurance in this state that reduces the limits of
liability stated in the policy by the costs of legal defense.

(b) This subdivision does not apply to:

(1) professional liability insurance with annual aggregate limits of liability of at
least $100,000, including directors’ and officers’ and errors and omissions liability
insurance,
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(2) environmental impairment liability insurance;
(3) insurance policies issucd to large commercial risks; or
(4 éoverages that the commissioner determines to be applopliate ‘which will be

published in the manner prescribed for surplus lines insurance in section 60A.201,
subdivision 4.

(c) For purposes of this subdivision, “large commiercial risks” means an insured )
whose gross annual revenucs in the fiscal year preceding issuance of the policy weré at
least $10,000,000.

[For text of subd 14, see M.S.2000/
History: 2001 ¢ 2155 2 ' .
60A.11 INVESTMENTS PERMITTED FOR DOMESTIC COMPANIES.
- [For text of subds 1 10 9, see M.S.2000]

Subd. 10. Definitions. The following terms have the meaning assigned in this
subdivision for purposes of this section:

(a) “Adequate evidence” means a wrilten confnnmtlon. advice, or other verifica-
tion issued by a depository, issuer, or custodian bank which shows that the mvestmem
is held for the company;

(b) “Adequate security” means a letter of (.r(-,dlt qualifying. under subdivision 11,
paragraph (f). cash, or the pledge of an investment authorized by any subdivision of
this section; . -

(c) “Admitted assets,” for purposes of computing percentage limitations on
particular types of investments, means the assets as shown by the company’s annual
statement, required by section 60A.13, as of the. Decunber 31 immediately - pr ecedlng
the date the company acquires the investment;

(d) “Clearing corporation” means The Depository- Trust 'Company or any other
clearing agency registered with the securities and exchange commission pursuant to the
Securities Exchange Act of 1934, section 17A, Euro-clear Clearance ‘System Limited
and CEDEL S.A,, and, with- the approval of thé commissioner, any other clearing
corporation as defined in section 336.8-102;

(e) “Control” has. the meaning assigned o that term in, and must be determmed in
accordance with, section 60D.15, subdivision 4;

(f) “Custodian bank” means a bank or trust company.or, a branch -of a bank or
trust company that is acting as custodian and is supervised and examined by state or
federal '1uth0r1ty having supervision over the bank or trust company or with 1espec1 to
a company’s foreign investments only by the rcgulatory authority -having supervision
over banks or trust companies in the jurisdiction in which the bank; trust company, or
branch is located, and any banking institutions qualifying as an “Eligible Foreign
Custodian” under the Code of Federal Regulations, section 270,17f-3, adopted under
section 17(f) of the Investment Company Act of 1940, and spemflcallv including Euro-
clear Clearance System Limited and CEDEL'S.A., acting as custodians;.

(g) “Evergreen clause” means. a.provision that automdtlcally renews a letter of
credit for a time certain if the:issuer of the letter of credit fails to afflrmatlvely §1gn1fy
its intention to nonrenew upon cxpiration;

(h) “Government; obligations” means direct obhgauons for the payment of money
or obligations for the payment of money to the extent guaranteed as to the payment of
principal and interest by any governmental issuer where the obligations are payable
from ad valorem taxes or guaranteed by the full faith, credit, and taxing power.of the
issuer and are not secured. solely by special assessments for local improvements;

- (i) “Noninvestment grade obligations™ means obligations which, at the time of
acquisilion, were rated below Baa/BBB or the equivalent by a securities rating agency
or which, at the time of acquisition, were not in one of the two highest categories

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



MINNESOTA STATUTES 2001 SUPPLEMENT

60A.11  GENERAL INSURANCE POWERS 26

cstablished by the sccurities valuation office of the National Association of Insurance
Commissioners;

(j) “Issuer” means the corporation, business trust, governmental unit, partnership,
association, individual, or other cntity which issues or on behalf of which is issucd any
form of obligation;

(k) “Licensed rcal estate appraiscr” means a person who develops and communi-
cates real estate appraisals and who holds a current, valid license under chdptu 82B or
a substantially similar licensing requirement in another jurisdiction;

(1) “Member bank” means a national bank, state bank or trust company ‘which is a
member of the Federal Reserve System;

(m) “National securities exchange” means an exchange registered under section 6
of the Securities Exchange Act of 1934 or an exchange regulated under the laws of the
Dominion of Canada; .

(n) “NASDAQ” means the reporting system for securitics meeting the definition
of National Market System security as provided under Part I to Schedule D of the
National Association of Securities Dealers Incorporated bylaws;

(o) “Obligations” include bonds, notes, debentures, transportation cqmpment
certificates, rcpurchase agreements, bank certificates of deposit, time deposits, bankers’
acceptances, and other obligations for the payment of money not in default as to
payments of principal and interest on the datc of investment, whether constituting
general obligations of the issuer or payable only out of certain revenues or certain
funds pledged or otherwise -dedicated for payment. Leases are considered obligations if
the lease is assigned for the benefit of the company and is nonterminable by the lessee
or lessees thereunder upon foreclosure of any lien upon the leased property, and rental
payments are sufficient to amortize the investment over the primary lease term;

- (p) “Qualified assets™ means the sum of (1) all investments qualified in accordance
with this section other than investments in affiliates and subsidiaries, (2) investments in
obligations of affiliates as defined in section 60D.15, subdivision 2, sccured by real or
personal property sufficient to qualify the investment under subdivision 19 or 23, (3)
qualified investments in subsidiaries, as defined in scction 60D.15, subdivision 9, on a
consolidated basis with the insurance company without allowance for goodwill or other
intangible value, and (4) cash on hand and on deposit, agent’s balances or uncollected
premiums not due more than 90 days, assets held pursuant to section G60A.12,
subdivision 2, investment income due and accrucd, funds due or on deposit or
recoverable on loss payments under contracts of reinsurance entered into pursuant to
section 60A.09, premium bills and notes receivable, f(.d(,ml income taxes recoverable,
and equmcs and deposits'in pools and associations;

(qQ) “Qualified net earnings” means that the nct earnings of the issuer after
elimination of extraordinary nonrecurring items of income and expense and before
income taxes and fixed charges over the five immediately preceding completed fiscal
years, or its period of existence if less than five years, has averaged not less than 1-1/4
times its average annual fixed charges appllcablc to the ‘period;

(r) “Replicated investment position” means the statement value of the position
reported under the heading “Replicated (Synthetic) Asset” on Schedule DB, Part F of
the annual statement of Lhe insurer, or any successor provision;

(s) “Replication transaction” means a derivative transaction that is intended to
replicate the performance of one or more assets that an insurer is authorized to acquire
under this section. A derivative transaction that either is authorized by subdivision 18,
clause (5), or by subdivision 24, or is entered into as a hedging transaction shall not be
COHSldCILd a replication transaction;

" (t) “Required- liabilities” means the sum of (l) total liabilities as required to be
réported in the company’s most recent annual report to the commissioner of commerce
of this state, (2) for companies operating under the stock plan, the minimum paid-up
capital and surplus required to be maintained pursuant to section 60A.07, subdivision
5a, (3) for companies operating under the mutual or reciprocal plan, the  minimum
amount of surplus required to be maintained pursuant to section .60A.07, subdivision
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5b, and (4) the amount, if any, by which the company’s loss.and: loss adjustment
expensc reserves exceed 350 percent of its surplus as it pertains to policyholders as of
the same date. The commissioner may waive the requircment in clause (4) unless the
company’s written premiums exceed 300 percent of its surplus as it pertains to
policyholders as of the same date. In addition to the required amounts pursuant to
clauses (1) to (4), the commissioner may require that the amount of any apparent
reserve deficicncy that may be revealed by one to five year loss and loss adjustment
expense development analysis for the five years reported in the company’s most recent
annual statement to the commissioner be added to required liabilities;

(u) “Reverue -obligations” means obligations for the payment of mo‘ncy by a
governmental issuer where the obligations are payable from revenues, earnings, or
special assessmenis on properfies beneflted by Jocal 1mp10vcm(,nts of the 1ssuel Whth
are specifically pledged therefor;

w)° Securlty” has the- meanmg given in section 5 of the Security Act of 1933 and
specifically includes, but is not limited to, stocks, stock equivalents, warrants, rights,
options, obligations, American Depository Receipts (ADR’s), repurchase aglu_ments.
and reverse repurchase agreements; and

(w) “Unrestricted surplus” means the amount by wluch quahhu.i assets exceed 110
percent of required [iabilities.

[For Ia\t of subds 11 to 25, see M.S. 70()0]

Subd. 25:1 Replltdtl()n transactl(ms An insurer enoagmﬂ in replication tumsdc—
tions shall include all replicated investment positions in calculating compliance with the
limitations on investments applicable -to the insurer. Replication transactions are
permitted only under the authority of subdivision 25. An insurer may invest its
unrestricted surplus in a replication transaction only to the extent that the replicated
investment position does not cause the total positions represented by the unrestricted
surplus to be greater than the total positions represented by the unrestricted surplus as
would be permitted in the absence of the replicated investmenl'posilion.

[For text of subd 26, see M.S. 7()00]
Hlstorv 2001 ¢ 1315 1,2; 2001 ¢ 2155 3 '

60A.111 [Repealed; 2001 c 215 s 41]
60A.129 LOSS RESERVE CERTIFICATION AND ANNUAL AUDIT.
[For text of subd 1, sec M.S.2000]

Subd. 2. Less reserve certification. (a) Each domestic company eéngaged in
providing the types of coverage described in section 60A.06, subdivision 1, clause (1),
(2), (3), (5)(b), (6), (8).-(9), (10), (A1), (12}, (13), or (14), must have its loss reserves
certified by "a qualified actuary. The company must file the certification with the
commissioner within 30 days of completion of the certification, but not later than June
1. The actuary providing the certification may be an employee of the company but the
commissioner may still require an independent actuarial certification as described in
subdivision 1. This subdivision does not apply to township mutual companies, or to
other domestic insurers having less than $1,000,000 of premiums written in any year
and fewer than 1,000 policyholders. The commissioner may allow an exception to the
stand alone certification where it can be demonstrated that a company in a group has a
pooling or 100 percent reinsurance agreement used in a group which substantially
affects the solvency and integrity of the reserves of the company, or where it is only the .
parent company of a group which is licensed to do business in Minnesota. If these
circumstances exist, the company may file a written request with the commissioner for
an exception. Companies writing reinsurance alone are not exempt from this require-
ment. The certification must contain the following statement: “In my opinion, the
reserves described in this -certification are consistent with reserves computed in
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accordance with standards and pxmc1ples cstablished by the Actuarial Standards Board
and are fairly stated.”

(b) Each foreign company engaged in pmvxdmg the types of coverage described in
section 60A.06, subdivision 1. clause (1), (2), (3). (5)(b). (6), (8), (9). (10), (11), (12),
(13). or (14), required by this section to file an annual audited financial report, whose
total net earned premium for Schedule P, Part 1A to Part 1H plus Part 1R, (Schedule
P; Part 1A to Part TH plus Part 1R, Column 4, current year premiums earned, from the
company’s most currently filed annual statement) is equal to one-third or morc of the
company’s total net earned premium (Underwriting and Investment Exhibit, Part 2,
Column 4, total line, of the annual statement) must have a reserve certification by a
qualified, actuary at least every threc years. In the year that the certification is due, the
company must file the certification with the commissioner within 30 days of compleuon
of the certification, but not later than June 1. The actuary providing the certification
must not be an employee of the company. Companies writing reinsurance alone are not
exempt from this requirement. The certification must contain the following statement:
“The loss reserves and loss expense reserves have been examined and found to be
calculated in accordance with generally dccepled actucmal principles and practices and
are fairly stated.”

(¢) Each company providing lifc and/or health insurance coverages described in
section 60A.06, subdivision 1, clause (4) or (5)(a), required by this scction to file an
audited annual financial report, whose premiums and annuity.considerations (net of
reinsurance) from accident and health equal one-third or more of the company’s total
premiums and annuity considerations (net of reinsurance), as reported in the summary
of operations, must have its aggregate reserve for accident and health policies and
liability for policy-and contract claims for accident and health certified by a qualified
actuary at least once every three years. The actuary providing the certification must not
be an ‘employee of the -company. Companics writing reinsurance alone are not exempt
from this requirement. The certification must contain the following statement: “The
policy and contract claims reserves for accident and health have been examined and
found to be calculated ‘in accordance with generally accepted actuarial principles and
practices and are fairly stated.”

[For text of subds 3 and 4, see M.S5.2000]

Subd. 5. Consolidated filing. (a) The commissioner may allow an insurer to [ile a
consolidated loss reserve certification required by subdivision 2 , in lieu of separate loss
certifications and may allow an insurer to file consohdaled or combined audited
financial statements required by subdivisioni-3. paragraph (a), in licu of separate annual
audited financial statements, where it can be demonstrated that an insurer is part of a
group of insurance companies that has a pooling or 100 percent reinsurance agreement
which. substantially affects.the solvency and integrity of the rescrves of the insurer and
the. insurer cedes all of its direct and assumed business to the pool. An affiliated
insurance company not meeling these requirements may be included in the consolidat-
ed or combined audited financial statements, if the company s total admitted assets are
less than f{ive percent of the consolidated group’s total admitted assets. If these
circumstances exist, then the company may file a written application to file a consoli-
dated loss feserve certification and/or consolidated or combined audited financial
statements. This application shall be for a specified period.

(b) Upon written application by a domestic insurer, the commissioner may
authorize the domestic insurer to.include additional affiliated insurance companies in
the consolidated or combined audited, financial statements. Foreign insurers must
obtain the prior written authorization of the commissioner ‘of their state .of domicile in
order to submit an dppliCdtiOﬂ for authority to file consolidated or combined audited
financial statements. This application shall be for a specified-period.

(c) A consolidated annual audit filing shall include a columnar consolidated or
combining worksheet. Amounts shown on the audited consolidated or combined
financial statement shall be shown on the workshect. Amounts for each insurer shall be
stated separately. Noninsurance operations may be shown on the worksheet on a
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combined or individual basis. Explanations of consolidating or eliminating entries shall
be shown on the worksheet. A reconciliation of any differences between the amounts
shown in the individual insurer columns of the worksheet and comparable amounts
shown on the annual statement of the insurers shall be included on the wmksheet'

[For text of subds 6 and 7, see M.S.2000]
History: 2001 ¢ 131 s 3; 2001 c 2155 4

60A.14 FEES.

Subdivision 1. Fees other than examination fees. In addition to the fees and
charges provided for examinations, the following fees must be pald to the commlsmonu
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 S25 and amendments thereto, $10.,

(b) by other domestic and foreign companies mcludmc fraternals and re01p10cal
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 incorporation,
$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 quahﬁcauon $25;

(2) for each copy of paper on file in the commissioner’s office 50 cents pe1 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 513,000 per year for any
company. The commissioner may, in lieu of a valuation of the policics of any foreign
life insurance company admitted, or applying for admission, to do business in this state,
accept a certificate of valuation from the company’s own actuary or from the commis-
sioner 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 qudrtcrly ba51s in
response to an invoice. Billing and payment may be made clectronically;

(8) for annual renewal of surplus lines insurer license, $300.

The commissioner shall adopt rules to define filings that are subject to a fee.

Subd. 2. Retaliatory provisions. When, by thc laws of any othcr state or nation,
any fines, penalties, licenscs, or fees additional to, or in excess of, those imposed by: this
section upon foreign insurance companics and their agents, are imposed upon insur-
ance companies of this.state or their agents doing business in. such state, the same fincs,
penalties, licenscs, and fécs shall be imposed upon all insurance companies of that state
and their agents domg business in this state, so long as such laws of such other state
remain in force. This subdivision docs not apply to agent appointment fees required
under subdivision 1, clause (6).

History: 2001 ¢ 117 art 25 4; 2001 ¢ 2155 5

NOTE: The amendment to this section by Laws 2001. chapter 117, article 2, section 4. is effective July 1. 2002. Laws
2001. chapter 117, article 2, section 19.
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60A.16 MERGERS AND CONSOLIDATIONS.

" . Subdivision 1. Scope. (1) Domestic insurance corporations. Any two or more
domestic insurance corporations, formed for any of the purposes for which stock,
mutual, or stock and mutual insurance corporations, or reciprocal or interinsurance
contract exchanges might be formed under the laws of this state, may be

(a) merged into one of such domestic insurance corporations, or

(b) consolidated into a new insurance corporation to be formed under the laws of
this state.

(2) Domestic and foreign insurance corporations. Any such domestic insurance
corporations and any foreign insurance corporations formed to carry on any insurance
business for the conduct of which an insurance corporation might be organized under
the laws of this state, may be

(a) merged into one of such domestic insurance corporations, or
(b) merged into one of such foreign insurance corporations, or

(c) consolldalcd into a new insurance corporation to be formed under the laws of
this state, or :

(d) consolidated into a new insurance corporation to be formed under the laws of
the government under which one of such foreign insurance corporations was formed,
provided that each of such foreign insurance corporations is authorized by the laws of
the government under which it was formed to effect such merger or consolidation.

[For text of subds 2 to 6, see M.S.2000]
History: 2001 ¢ 2155 6

60A.171 REHABILITATION AND CANCELLATION OF INDEPENDENT AGENT
CONTRACTS BY INSURANCE COMPANIES.

Subdivision 1. (a) After an agency contractual relationship has been in effect for a
period of three years, an insurance company writing fire or casualty loss insurance in
this state may not terminate the agency contractual relationship with any appointed
agent unless the company has attempted to rehabilitate the agent as provided in
subdivision 4. The insurer shall provide written notice of intent to rehabilitate.

(b) If the agent and company are not able to reach a mutually acceptable plan of
rehabilitation, the company may terminate the agency contractual relationship after
providing written notice of termination-to the agent at least 90 days in advance.

(c) The notice of termination must include the reasons for termination and a copy
of the notice of intent to rehabilitate.

(d) An insurance company may not terminate an dgency connact based upon any
of the following:

(1) an adverse loss experience for a single year;

(2) the geographic location of the agent’s auto and homeowners insurance
business; or

(3) the performance of obligations 1equued of an insurer under Minnesota
Statutes.

(e) For purposes of this section, “fire or casualty loss insurance” means any line of
insurance which an insurance agent with a personal lines, property, or casualty license
under sections 60K.30 to 60K.56 may write in this state.

[F or text of subds 2 to 12, see MS 2000/
History: 2001 c 117 art 2s 5

NOTE: The amendment to subdivision 1 by Laws 2001, chapter 117, article 2, 5u.uon 5. is effective July 1. 2002. Laws
2001, chapter 117, article 2, section 19.
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60A.198 TRANSACTION OF SURPLUS LINES INSURANCE.

Subdivision 1. License required. A person, as defined in section 60A.02, subdivi-
sion 7, shall not act in any other manner as an agent or broker in the-transaction of
surplus lines insurance unless licensed under sections 60A.195 to 60A.209. A surplus
lines license is not required for a licensed resident agent who assists in the procurement
of surplus lines insurance with a surplus lincs licensee pursuant to sections 60A.195 to
60A.209.

[For text of subd 2, see M.S.2000]

Subd. 3. Procedure for obtaining license. A person licensed as an agent in this
state pursuant to other law may obtain a surplus lines license by doing the following:

(a) filing an application in the form and with the information the commissioner
may reasonably require to determine the ability of the applicant to act in accordance
with sections 60A.195 to 60A.209;

(b) maintaining an agent’s license in this state;

(c) agreeing to f{ile with the commissioner of revenue all returns 1equm,d by
chapter 2971 and paying to the commissioner of revenue all amounts required under
chapter 2971; and

(d) paying a fee as prescribed by section 60K. 55
[For text of subds 4 and 3, see 1\/[13’.2000]
History: 2001 ¢ 125 1; 2001 c 117 art 25 6

NOTE: The amendment to subdivision 3 by Laws 2001, chapter 117, uncle 2, section 6, is effective July 1, 2002. Idws
2001, chapter 117, article 2, section 19.

60A 23 MISCELLANEOUS.
[For text of subds 1 to 6, see M.S.2000]

Subd. 8. Self-insurance or insurance plan administrators who are vendors of risk
management services. (1) Scope. This subdivision applies to any vendor of risk
management scrvices and to any entity which administers, for compensation, a -self-
insurance or insurance plan. This subdivision does not apply (a) to an insurance
company authorized to transact insurance in this state, as defined by scction 60A.06,
subdivision 1, clauscs (4) and (5); (b) to a service plan corporation, as defined by
section 62C.02, subdivision 6; (c) to a health maintenance organization, as defined by
section 62D.02, subdivision 4; (d) to an employer directly operating a. sclf-insurance
plan for its employces’ benefits; (e) to an entity which administers a program of health
bencfits established pursuant to a collective bargaining agrecement between an employ-
er, or group or association of employers, and a union or unions; or (f) to an entity
which administers a self-insurance or insurance plan if a liccnsed Minnesota insurer is
providing insurance to the plan and if the licensed insurer has appointed the entity
administering the plan as one of its licensed agents within this statc.

(2) Definitions. For purposes of this subd1v1s1on the following tcrms have the
meanings given them.

(a) “Administering ‘a self-insurance or insurance plan” means (i) processing,
reviewing or paying claims, (ii) establishing or operating funds and accounts, or (iii)
otherwisc providing necessary administrative services in connection with the operation
of a self-insurance or insurance plan. :

(b) “Employer” means an employer, as defined by scction 62E.02, subd1v151on 2,

(c) “Entity” means any association, corporation, partnership, sole proprietorship,
trust, or other business entity engaged in or transacting busincss in this statc.

(d) “Self-insurance or insurance plan” means a plan providing life, medical or
hospital care, accident, sickness or disability insurance for the benefit of employees or
members of an association, or a plan providing liability coverage for any other risk or
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hazard, which is or is not directly insured or provided by a licensed insurer, service plan
corporation, or health maintenance organization.

.(€). “Vendor of risk management services” means an entity providing for compen-
sation actuarial, financial -management, accounting, legal or other services for the
purpose of designing and establishing a - self-insurance or insurance plan for an
employer.

(3) License. No vendor of risk management services or entity admmlstexmg a self-
insurance or insurance plan may transact this business in this state unless it is licensed
to do so by the commissioner. An applicant for a license shall state in writing the type
of -activities it seeks authorization to engage in and the type of services it seeks
authorization to provide. The licensc may be granted only when the commissioner is
satisficd that the entity possesses the necessary organization, background, e)\pertlsc
and financial integrity to supply the scrvices sought to be offeled The commissioner
may issue a license subject to restrictions or limitations upon the authorization,
including the type of services which may be supplied or the activities which may be
engaged in. The license fee is $1,000 for the initial application and $1,000 for each two-
year renewal. All licenses are for a period of two years.

(4) Regulatory restrictions; powers of the commissioner. To assure that self-
insurance or insurance plans are financially solvent, are administered in a fair and
equitable fashion, and arc processing claims and paying benefits in a prompt, fair, and
honest manner, vendors of risk management services and entities administering insur-
ance or self-insurance plans are subject to the supervision and examination by the
commissioner. Vendors of risk management services, entities administering insurance
or self-insurance plans, and insurance or self-insurance plans established or operated by
them are subject to the trade practice requirements of sections 72A.19 to 72A.30. In
lieu of an unlimited guarantee from a parent corporation for a vendor of risk
management services or an entity administering insurance -or self-insurance plans, the
commissioner may accept a surety bond in a form satisfactory to the commissioner in
an amount equal to 120 percent of the total amount of claims handled by the applicant
in the prior year. If at any time the total amount of claims handled during a year
exceeds the- amount upon which the bond was calculated, the administrator shall
immediately notify the commissioner. The commissioner may require that the bond be
increased accordingly. - .

No contract entered into after July 1, 2001, between a licensed vendor of risk
management services and a group authorized to sclf-insure for workers’ compensation
liabilities under section 79A.03, subdivision 6, may take cffect until it has been filed
with the commissioner, and either (1) the commissioner has approved it or (2) 60 days
have elapsed and the commissioner has not dlSdppIOVLd it as mlsleadmg or violative of
public policy.

(5) Rulemaking authority. To carry out the purposes of this subdivision, the
commissioner may adopt rules"pursumt to sections 14.001 to 14.69. These rules may:

(a) establish reporting LCquu(,ments for administrators of insurance or self-
insurance plans;

(b) establish standards and guidelines to assure the adequacy of financing,
reinsuring, and administration of insurance or self-insurance plans;

(c) cstablish bonding requirements or other provisions assuring the financial
integrity of entities administering insurance or self-insurance plans; or

(d) establish other reasonable requirements to further the purposes of this
subdivision.

History: 2001 ¢ 2155 7

60A.975 DEFINITIONS.

Subdivision 1. Application. For purposes of sections 60A.975 and 60A.976, the
definitions in this section have the meanings given them.
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Subd. 2. Annuity issuer. “Annuity issuer” means an insurer that issues an
insurance contract used to fund periodic “payments under a structured scttlement
agreement.

Subd. 3. Structured settlement.“Structured settlement” means an arrangement for
periodic payment of damages entered on behalf of a minor or incompetent person for
personal injuries established by settlement or judgment.

Subd. 4. Structured settlement agreement. “Structured settlement agreement”
means the agreement, judgment, stipulation, or rclease embodying the terms of -a
structured settlement. )

History: 2001 ¢ 13154

60A.976 ANNUITY ISSUERS FINANCIAL REQUIREM.EN'TS.

An annuity purchased to finance a structurcd settlement agreement may be
purchased only from an .annuity issuer with a financial rating equivalent to A.M. Best
Company A+ Class 8 or better; or a Standard & Poor’s AA or better.

History: 2001 ¢:131 s 5
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