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179.741, Subd. 2 43.064 Section 18, Subd. 4
18339, Subd. 2~ 43.09, Subd. 4 Section 2, Subd, 12
196.14 - 4330 B Section 11 -
197435 4330 Section 11

197.481, Subd. 1 4330 Seciton 11

241.01, Subd. 3~ 43.24 Section 33

271.01, Subd. 4a 43329 Section 4, Subd. 3
299A 07, Subd. | 43724 Section 33

299F 051, Subd.2 43.09 to 43.17 Sections 1 to 48
352D.02, Subd. I 43.09, Subd. 2a Section 8§, Subd. 2
35444 Subd. 1a 4330 Section 11 N
357.09, Subd. 7 43.327 Section 18, Subd. 2
462A 04, Subd. 8 43.09, Subd. 2a Section §, Subd. 2
473.606, Subd. 5 43.051, Subd. 1 Section 34

626.85, Subd. I 43.09 10 43.17 Sections 1 to 48

Further the revisor shall remove any references to chapter 43 and replace
them with references to chapter 43A, unless the context clearly indicates a
different intent.

Sec. 55. REPEALER.

Minnesota Statutes 1980, Chapter 43 is repealed. Section 2, subdivision
22; section 4, subdivisions 1 and 4; section 8 section 13; section 15; section
17 subdivisions 2 and 3; section 18 subdivisions 3 and 4; secticn 33; and

section 38 are repealed effective June 30, 1982 sections 40 to 46 are repealed
effective June 30, 1982.

Sec. 56. EFFECTIVE DATE.

This act is effective July 1, 1981,
Approved May 15, 1981

CHAPTER 211 — S.F.No. 1087

An act relating to insurance; providing for the examination of certain insurers;
requin'ﬂg certain reports and providing certain alternatives to examinations; authorizing
the commissioner to promulgate rules; broadening the commissioner’s power to revoke or
suspend certificates of authority: expanding cerlain insurers’ investment authority;
allowing the commissioner to regulate an insurer’s ratio of qualified assels to required
liabilities; broadening the coverage of the financial statement requirement; providing for
annual audits; providing standards for the investment of assets of insurance companies;
allowing the use of certain depositories and systems; providing certain limitations on the
acquisition of specified investments and holdings: providing for miscellzncous changes
and clarifications; amending Minnesota Statutes 1980, Sections 60A.031, Subdivisions 1,
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3. 4, 5, and by adding subdivisions; 60A.05; 60A.il, by adding subdivisions: 60A.13,
Subdivisions | and 6, and by adding subdivisions; 61A.28, Subdivisions 2, 3, and 6;
61A.282; 61A.29, Subdivision 2; 61A.30; 61A.31, Subdivisions | and 3; proposing new
law coded in Minncsota Statutes, Chapters 60A and 61A; repealing Minnesota Statutes
1980, Sections 60A.031, Subdivision 2; and 60A.11, Subdivisions 2 to 8.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 1980, Section 60A.031, Subdivision 1, is
amended to read:

Subdivision 1. BDOMESTIC COMPANIES POWER TO EXAMINE,
(1) WHEN EXAMINATIONS TO BE MADE INSURERS AND OTHER
LICENSEES. The commissioner chall make a thorough examination pursuant
to the requiremenis of this section belore any domestic insurance company;
six months after any such company bepins doing busiress in this state the
sive year he shall visit and examine such company at least once every three
yeass:

Fhe commisstoner may also examine at any other Hme of for any reason:

Whenever a domestic insurance company enlers inio a management
contract of agreement which shifts of changes the management of such
company oF whenever ownership vontrol of such company is changed; fer the
purposes of this section such company may be deemed to be beginmng business
in this state: Forf the purpose of this seetion ewnership centrol shall be defined
as direct or indirect control or ewnership of 50 percent of more of the steck or
voting righis in a stock company, or of sufficient vetes to elect a majority of the
directors of a mutual company: provided; however, that such control or
ewnership shall rot be determined by inoluding proxies received as a result of a
solicitation for proxtes te all of the shareholders o members:
required by this section have not been made and inform the governor why such
examination has not been made. At any time and for any reason related to the
enforcement of the insurance laws, 1 the commissioner may examine lhe affairs
and conditions of any foreign or “domestic insurance ¢ompany, mcludmg
reciprocals and fraternals, licensee ¢ or applicant for a license under the insur-
ance laws, or any other person or __gamzauon 1 of persons _d__l_l‘_l_g or in thc

licensed advnsory orgamz.auon serving any of the [oregoing m this state.

(2) WHO MAY BE EXAMINED. The commissioner in making any
examination of a demestic an insurance company required er as authorized by
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this act may, if in his discretion, he has cause to believe he is unable 10 obtain
relevant information from such insurance company, examine any person,
association, or corporation;

(a) transacting, having transacted, or being organized to transact the
business of insurance in this state;

(b) engaged in or proposing to be engaged in the organization, promo-
tion, or solicitation of shares or capital contributions to or aiding in the
formation of a domestic insurance company;

{c) holding shares of capital stock of a demestie an insurance company
for the purpose of controlling the management thereof as voting trustee or
otherwise;

(d) having a contract, written or oral, pertaining to the management or
control of a domestie an insurance company as general agent, managing agent,
attorney-in-fact, or otherwise;

(e) which has substantial control directly or indirectly over any domestie
an insurance company whether by ownership of its stock or otherwise, or
o_wning stock in any domestic insurance company, which stock constitutes a
substantial proportion of either the stock of sueh the domestic insurance
company or of the assets of sueh the owner thereof;

() which is a subsidiary or affiliate of any demestie an insurance
company;

(g) which is a ticensed agent or solicitor or has made application for such
the licenses:

(h) engaged in the business of adjusting losses or financing premiums.

Nothing contained in this clause (2) shalt authorize the commissioner to
examine any person, association, or corporation which is subject to regular
examination by another division of the commerce department of this state.
The commissioner shall notify sueh the other division when: in his epinien; an
examination is deemed advisable.

Sec. 2. Minnesota Statutes 1980, Section 60A.031, is amended by
adding a subdivision to read:
Subd. 2a. PURPOSE, SCOPE, AND NOTICE OF EXAMINATION.

An examination may, but need not, cover comprehensively all aspects of the
exammees affairs, practices, and condltlons The commlss:oner shall deler~

account all available relevant factors concerning the flnancnal and “business
affairs, Eracuces and conditions of the examinee. For examinations under-
taken pursuant 10 [hlS section, the commissioner shall issue an order staling the
scope of the cxamination and designating the person responsnble for conductmg
the examination. A copy o_f the order M be provided to lh_e examinee.
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Sec. 3. Minnesota Statutes 1980, Section 60A.031, Subdivision 3, is
amended to read:

Subd. 3. SCOPE AND PURPOSE: FOREIGN AND DOMESTIC
EXAMINATIONS ACCESS TO EXAMINEE. The commissioner, or the
designated person making the examination at his direetion, shall have free
access during normal business hours to all books, records, securities, docu-
ments, and any or all papers relating to the property, assets, business, and
affairs of any company, applicant, association, or person which may be
examined pursuant to this act for the purpose of ascertaining, appraising, and
evaluating the assets, conditions, affairs, operations, ability to fulfill obligations,
and compliance with all the provisions of law of sueh the company or person
insofar as any of the above pertain to the business of insurance of a person,
assocttion organization, or corporation transacting, having transacted, or being
organized to transact sueh business in this state. Whenever he deems it
necessary; the commissioner shall make appraisal of any or all of the company's
assets: Every company or person being examined, its officers, directors, and
agents, shall provide to the commissioner or the designated person convenient
and free access at all reasonable hours at its office to all its books, records,
securilies, documents, any or all papers relating to the property, assets, business,
and affairs of sueh the company or person. The officers, directors, and agents
of sueh the company or person shali facilitate sueh the examination and aid in
such the examination so far as it is in their power to do so.

The i examiming & company before he has issued the
of the company in a physical inventery and may appraise of cause to be
insurer has of claims an interest oF which is security in any form for the
paymenit of any debt or oblipation to any person of company. which appraisal
may be at the cempany’s expense.

Sec. 4. Minnesota Statutes 1980, Section 60A.031, Subdivision 4, is
amended to read:

Subd. 4. EXAMINATION REPORT; FOREIGN AND DOMESTIC
COMPANIES. The commissioner shall make a full and true report of every
examination conducted pursuant to this chapter. which shall include (1) a
statement of findings of fact relating to the financial status and other matters
ascertained from the books, papers, records. documents, and other evidence
obtained by investigation and examination or ascertained from the testimony of
officers, agents, or other persons examined under oath concerning the business,
affairs, assets, obligations, ability to fulfill obligations, and compliance with all
the provisions of the law of sueh the company, applicant, organization, or
person subject to this chapter and (2) a summary of important points noted in
the report, conclusions, recommendations and suggestions as may reasonably
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be warranted from the facts so ascertained in such the examinations. The
report of examination shall be verified by the oath of the examiner in charge
thereof, and shall be prima facie evidence in any action or proceedings in the
name of the state against the company, is efficess applicant, organization, or
agents person upon the facts stated therein,

Sec. 5. Minnesota Stawules 1980, Section 60A.031, Subdivision 5, is
amended to read:

Subd. 5. ORDER AND NOTFICAHON; FOREIGN AND DO-
MESTIC COMPANIES. Fhe commissioner upon receipt of a verified examin-
er’s report shall potify the companry of person examined of the summary of
important poinis noted in the repork; cenclusions; recommendations: and
suggestions of the examiner: Within ten days a reasonabie lime of receipt of &
verified examiner’s an examinalion report the commissioner ner shall. whea he
deemsﬂmessap}prepafeaﬂdiemafdw%heeempanyam_xlssucan
order to comply the examinee directing compliance within a time specified in
the order or by law with one or more of the fol]owmg

(2) 10 make goed restore within the time and extent prescribed by law or
the ¢ommissioner's order any deficiency, whenever its capital. reserves or
surplus have become impaired,

(b} to cease and desist from transaction of any business or from any
business practice which if transacted or continued might result in the eompa-
ay's ¢xaminee's condition or further iransaction of business being hazardous to
its policyholders, its creditors, or the public,

{c) to cease and desist from any other violation of its charter or any law
of the state,

Sec. 6. Minnesota Statutes 1980, Section 60A.031, is amended by
adding a subdivision to read:

Subd. 7. ALTERNATIVES TO EXAMINATIONS. (1) AUDITS OR
ACTUARIAL EVALUATIONS. In lieu 9{ all or part of an examination under
this chapter, or in addition to it, the commissioner may require an independent
audit by certified public accountants approved by the commissioner or an
actuarial evaluation by actuaries approved by the commissioner of any persons

subject to the examination requirement of subdivision L

(2) . REPORTS. In lieu of all or part of an examination under this
section, the commissioner may accept the report o_f an audit made by certified
public accountants approved by the commissioner or actuarial evaluation by
actuaries approved by the commissioner or the report of an examination made
by the insurance department of another state, of the examination made by
another government agency in thls state, the federal government or another

state.
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Sec. 7. Minnesota Statutes 1980, Section 60A.031, is amended by
adding a subdivision to read: ‘

Subd. 8. POWER TO MAKE RULES. The commissioner may
promulgate any rules which may be necessary to the administration of section
60A.031, subdivisions | 1o 7.

Sec. 8. Minnesota Statutes 1980, Section 60A.05, is amended to read:

60A.05 SUSPENSION OF AUTHORITY; EOREIGN COMPANIES
AND THEIR AGENTS,

If the commissioner is of the opinion, upon examination or other
evidence, that a foreign or domestic insurance company is in an unsound
condition or, if a life insurance company, that its actual funds are less than its
liabilities, or that it is insolvent; or if a foreign or domestic insurance company
has failed to comply with the law, or if it, its officers, or agents, refuse to submit
to examination, or to perform any legal obligation in relation thereto, and he
believes protection of the interests of policyholders, claimanis, or the general
public requires summary action, he shall may revoke or suspend “all certificates
of autherity granted to it or its agents, and shall cause notification thereof to be
published in a newspaper authorized to publish annual statements of insurance
companies, and no new business shall thereafter be done by it, or its agents, in
this state while such the default or disability continues, nor until its authority to
do business is restored by the commissioner. Usless The revocation or
suspension will be effective ten d_.L after notice to the company unless the
ground for revocation or suspension relates only to o the financial condition or
soundness of the company or to a deficiency in its assets, the commissioner
do business in this s!a%e— and he in which case revocation and suspension will
be effective upon notice to the company. The notice shall spccﬁ'y in the notice
the particulars of the supposed violation. The district court of any county,
upon petition of the company, brought within the ten-day peried; shall sum-
marily hear and determine the question whether sueh wiolation has been
eomanitied the ground for revocation or suspension exists, and shall make any
proper order or decree therein, and enforce the same by any appropriate
process. If the order or decree is adverse io the petitioning company, an
appeal therefrom may be taken to the supreme court; and, in the case of sueh
appeal, the commissioner may issue his order revoking the right of the
petitioning company to do business in this state until the final determination of
the question by the supreme court. Neither this section nor any proceedings
thereunder shall affect any criminal prosecutions or proceeding for the enforce-

ment of any fine, penalty, or forfeiture.

Sec. 9. Minnesota Statutes 1980, Section 60A.11, is amended by adding
a subdivision to read:
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Subd. 9. GENERAL CONSIDERATIONS. The following considera-
tions ShalI apply in the i interpretation of this section:

(a) This section shall apply to the investments of insurance companies
other than life insurance companies,

(b) The purpose of this section is to protect and further the interests of
policyholders, claimants, crcd:tors and the publlc by prowdmg ; standards for

assels of domestic cor companies. These ‘standards and the investment programs

eve[oge by companies shall lake into account t_h_:_: safety of company’s
principal, investment yield and and growth, stability in the value of the investment,
the liquidity necessary to meet the company’s ‘expecied business needs, and
investment diversification;

(©) All financial terms relating to insurance companies shall have the
meanings asslgncd to them under statutory accounting methods. All financial
terms relating to non-insurance companies shall have the meanings asmgned to
them under generally accepted accounting principles;

(d) Investments shall be valued in accordance with the valuation proce-
dures established by the National Association of Insurance Commissioners,
unless the commissioner requires or finds another ‘method of valuation reasona-
ble under the circumstances; and

(&) A company may elect 1o hold an investiment which qualifies under
more than one section, under lhe section of its choice. Nothing herein shall
prevenl a company from electing 1o hold an investment under a section
different from the one in which it prewously held the investment.

Sec. 10. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 10. DEFINITIONS. The following terms shall have the mean-
ing aSSIEned in lhlS subdivision for purposes of this section:

(@) “Admitted assets”, for purposes of computing percentage limitations
on particular types of investments, means lhe assets as shown by the company's
annual statement, required by section 60A.13, as of the December 3I immedi-

tel preceding the date the company acquires th_c investment;

{b) ““Clearing corporation” means The Depository Trust Company and,
with the aEBrOVaI of the commissioner, any other clearing corporatlon as
defined i in section 336.8-102;

determmed in accordance wuh section 60D Ol subdivision 4;

(d) “Custodian bank” means a bank or trust company that is supervised
and examined by state or federal authority havin ng supervision over banks and
is acting as custodian;
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(e) “Issuer” means the corporation, business trust, governmental unit,
partnership, association, individual or other entity which issues or on behalf of of
which is issued any form of obhgauon,

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

(8) “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;

(h) “Obligations” shalt include bonds, notes, debentures, transportation
equipment certificates, re Jurchasc agreements, and obligations for the payment
of money not in default as to paymeats of principal and interest on Ihe date of
investment, whether constituting general obligations of the issuer or Eaxabl
only cut 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 non-terminable by the “the lessee or lessees thereun-
dcr upon n foreclosure of any lien lien upon the leased property, and and rental payments
are sufficient to amortize the investment over the primary lease term;

(i) “Qualified assets” means the sum of (1) all investments gualified in
accordance with section 60A.11 other lhan an investments in affiliates and subsidi-
aries, (2) investments in obligations of of affiliates as defined in section 60D.0L,
subdivision 2 secured ‘_31 real or Eersona] property sufficient to qualify the
investment under subdivision | ll or subdivision 15, (3) qualified investments in

submdlanes, as defined i in scctlon 60D. 01, subdivision 9, on a consohdaled baSIs

recoverable on loss payments under contracts of reinsurance entered 1nt0
pursuant to section 60A.09, premium bilis and notes receivable, federal income
taxes recoverable, and equities and deposits ir in pools and associations;

() “Qualified net earnings" means that the net earning of the issuer
after elimination of exlraordmary non-recurring “items of income and expense
and before income 1axes and fixed charges over the five 1mmed|atcly precedmg
comp]eled fiscal years, or its period of cxxslence |f Iess than l'1ve years, has

charges applicable to the period;

(k) “Requnred hablllues means the sum of (1) total liabllmes as requ1red

minimum paid-up cap;tal and surplus required o be maintained pursuant 1o
section 60A.07, subdivision 5a, (3) for companies operating under the mutuai or
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reciprocal plan, the minimum amount of surplus required 10 be malnlamed

efucwncx that may be revealed l_))_' one to hvc year loss and loss adlustment
expense dcvclopment analysts for the flﬁ years 1 Erted in lh_c company’s most
recent annual statement 1o the commissioner be added to required liabilities;
and

(/) “Unrestricted surplus” means the amount by which qualified assets
exceed 110 percent of required liabilities.

Sec. 11. Minnesota Statutes 1980, Sectiocn 60A.1l1, is amended by
adding a subdivision to read:

Subd. INVESTMENTS IN NAME OF COMPANY OR NOMI

own name or the name of its nominee, except that:

(a) lnveslments may be held in the name ofa cleanng corporation or of

conditions:

(1) The clearing corporation, custedian bank, or nominee must be legaily
authorized to 10 hold the particular investment for lhe account of others;

(2) Where the investment is evidenced b _x a certificate and held in the

name of a custodian bank or the nominee by a custodian bank, a written
agreemem shall provide that certlflcates so deposited shall at all times bc ept

they may be “be identified as belongmg solclx to lhe company makmg the deposn
and

3 Where a cleanng corporatlon is to act as deposntory. thc lnvcslmcm

name w1th othcr investments dcposned with the clearing corporatlon by any
olhcr person, if a written agreement provrdes that adequate evidence of the
deposit is to be obtained and retained by the company or a custodian bank

(b) A compa "l ay loan stocks or obligations held by it under thls
chapler 0a a broker-dealer rcglslcred under | the Securlues and Exchangc Act of

and that the collateral will be adjusted each business cﬁx during the term of lht:
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Ioan o maintain the required collateralization in the event of market value
changcs in the loaned securities or collateral;

(2) That the loan may be terminated by the company at any lime, and

that the borrower will return the loaned stocks or obhgauons or lhcn’ eguwalen
within | five business d days a[ter termination;

(3) That the company has the nghl lo retain the collateral or use the

borrower delaults under the terms of the agreement and that the borrower
remains liable for any Josses and expenses incurred by the company due to
default lhat are nol covered ?_X the collateral;

(€ A company X participate through a member bank in the Federal

accounts o_f the company; or

(d) An investment may consist of an individual interest in a pool of
obligations or a fractional interest in a single obligation if the certificate o[
participation or interest or the confirmation of pariicipation or interest in lhe
investment shall be issued in lhe name of lhe company or the name of thc
custodian bank or lhe nominee of either and if the certificate or or confirmation
must, if held by a a custodian bank be gp_ separate and apart from the

investments ol' others so that at all times the participation may be identified as
belonging sole]y to lhe company makmg lhe investment,

Where an investment is not evidenced by a certificate, except as provid-
¢ed in Lragraph (_)_ adequalc evidence of the company’s invesiment shall be
obtained from the issuer or its transfer or recordmg agent and retained by by the the
company, a custodian bank, or c]earmg corporation. Adequate evidence, for
purposes of of this subdivision, shall mean a written receipt or other verification
1ssued by the lhe depository or issuer or a custodian bank Wthh shows that the

bookkeeping entry on the books of lhe issuer of the investment or its transfer or
recording agent or the clcarlng corporation withoul physical dehvery of certifi-
cates, if any, evidencing the company’s investment.

Sec. 12. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 12, INVESTMENTS. The investments authorized under the
following subdivisions of this section shall constitute admitied assets for a

company.

Sec. 13, Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:
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Subd. 13. U.S. GOVERNMENT OBLIGATIONS. Obligations is-

United States, including rights to purchase these obliga_tions if those rights are
traded upon a contract market designated and regulated by a federal agency.

Sec. 14. Minnesota Siatutes 1980, Section 60A.1l, is amended by
adding a subdivision to read:

Subd. 14. CERTAIN DEVELOPMENT BANK OBLIGATIONS. Ob-
ligations issued or guaranieed by the International Bank for Reconstruction
and Development, the Asian Devclcpment Bank, the Inter-American Develop-
ment Bank, the Export Import Bank, the World “Bank or any United States
government sponsorcd organization of “which the United States is a member,
Erov:ded the prmctpa] and interest is payab]e in Umlcd Slates dollars. A

all such banks and orgamzatlons

Sec. 15. Minnesota Slatlites 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 15, STATE OBLIGATIONS. Obhgauons 1ssued or guaranteed

1 nstrumemalni of a ny state or polmcal subdivision.

Sec. 16. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 16. CANADIAN GOVERNMENT OBLIGATIONS. Obliga-
tions issued or guaranteed by the Dominion of Canada or by any agency or
province thereof, or by any political subdivision of any province or by an
instrumentality of any province or political subdivision thereof.

Sec. 17. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 17. CORPORATE AND BUSINESS TRUST OBLIGATIONS.
bllganons issued, assumed or guaranleed by a corporauon or busmess trust

national securities cxchange on the following condluons

(a) A company may invest in any obligations traded on a national
securities exchange;

(b} A company may also invest in any obligations which are secured by

adequate security located in the United States or Canada;

Changes or additions are indicated by underling, deletions by strikeout.



760 LAWS of MINNESOTA for 1981 Ch. 211

{c) A company may also invest in previously outstanding or newly issued
Iigations not qualifying for investment under paragraphs (a) or (b) if the
corporation or ‘or business trust has qualified net earnings. If the obligations are

not newly issued, neither pr principal nor mleresl Eazmem on the o bllgauon
sha]l have been in arrears (l) for an apgrepate of 90 days dunng the three yea

outstanding for less than 90 days, durmg the period th_e obligations have been
outstanding;
(d) A company may invest in federal farm loan bonds and may invest up

to 20 percent of its total admitted asseis in the obligations of farm mortgage
debenture companies; and

assets E lh_e obllgauons o_f ny one corporation or business trust.

Sec. 18." Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 18. STOCKS. Siocks issued or guarameed by any comoralion

equlvalents traded on a national securities exchange on the ollowmg condi-
tions:

(a8) A company may invest in preferred stocks traded on a national
securities exchange and may also invest in other preferred stocks | if lhc issuer
has qualified net earnings and g current or cumulative dividends are not then
in arrears;

(b) A company may invest in common stocks, common stock equivalents
or securities convertible into common stock or common stock equivalents of
any corporation or business trust, provided:

(1) The common stock, common stock equivalent or convertible issue is
publicly traded on a national securities exchange, or the corporation or business
trust has qualified net earnings;

{2) A company may invest up to two percent of its admitted assets in
common stock, common stock equivalents or convertible issues which do not
meet the requirements of clause (1);

{3) At no time may a company acquire or hold voling control of a

corporatlon or “business trust through its ownershlp of common stock, common
stock equwalenls or other securities, except that a company may organize and

investment company or 1o an insurance company, (b) a data processing or
compuler service company, (c) a morigage loan corporauon engaged in lhe
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business of making, originating, purchasing or otherwise acquiring or investing
in, and servicing or selling or otherwise disposing of loans secured by mortgages
on real property, {d) a corporation if its business is owning and managing or
leasing personal property, (¢) a corporation providing securities underwriting
services Or acting as a securities broker or dealer, (f) a real property holding,
developing, managing, brokerage or leasing corporation, (g) any domestic or
foreign insurance company, (h) any alien insurance company; provided, that
the organization or acquisition and the holding of the company shall be subject
to the prior approval of the insurance commissioner, which approval shall be
given upon good cause shown and which approval shall be deemed to have

acquisition within 30 days after notification by the company, (i) an investment
subsidiary to acquire and hold investments which the company could acquire
and hold directly, provided that the investments of the subsidiary shall be

considered direct investments for purposes of this chapter and shall be subject
to the same percentage limitations, requirements and restrictions as are con-

tained herein, or (j) any corporation whose business has been approved by the

company. The percentage of common stock may be less than 50 percent if the
prior approval of the commissioner is obtained. A company may invest up to
an aggregate of ten percent of its admitted assets under subclauses (a) to (e) of
this clause (3); and

(4} A company may invest in the common stock of any corporation
owning invesiments in foreign companies used for purposes of legal deposit,

when the insurance company transacts business therein direct or as reinsurance;
and

(c) A company may invest in warrants and rights granted by an issuer to
purchase stock of the issuer if the stock of the issuer at the time of the
acquisition of the warrant or right to purchase, would qualify as an investment
under paragraph (a) or (b} whichever is applicable. A company shall not invest
more than two percent of its assets under this subparagraph. Any stock
actually acquired through the exercise of a warrant or right to purchase may be
included in paragraph (a) or (b), whichever is applicable, only if the stock meets
the standards prescribed in the clause at the time of acquisition of the stock.

Sec. 19. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 19. MORTGAGES ON REAL ESTATE. Loans or obligations
secured 13_\[ a mortgage or a trust deed on Egg_] estate located in .any state of the

United States or in any province of the Dominion of Canada, on the follavﬁg
conditions: ’

(a) A leasehold estate constitutes real estate under this section if its
unexpired term on the date of investment is at least five years longer than the
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term of the obligation secured by it. The obligation must be repayable within
the leaschold term in annual or more frequent installments, except that
obhgauons for commercial purposes may begin up to five years after the date

of the obllgatlons The mortgage must entitle the company upon default 1o be
ubrogated lo all nghts of the lessor under the leasehold;

(b) The real estate to which the morlgage applies must be (1) improved
with permanent buildings, or (2) used for agriculture or pasture, or (3)
income-producing, including but not limited to parking lots and leases, royalty
or other mineral interests in properties producmg oil, gas or other minerals and
interests in properties for lhc harvesting of forest producls, or (4) subject to to a a
definite M for the commencement of development within flﬁ years;

{c) The real estate 1o which the mortgage applies must be otherwise
unencumbered when the mortgagc loan is funded except as ‘provided in
Earagrag gc_l) and except for encumbrances which do not unrcasonably inter-

sum of the c omganz s loan and the other outstanding mdebledness and (2) lhe
company has control over ver the p: payments under the prior mortgage or trusl deed;

(e) The amount of the obligation may not exceed 80 percent of the real
estate. If the amount ol' lhe obligation exceeds 66 273 percenl of lhc “market
value of “the 1 real estate, prmcnpal payments must commence within fit five years
ﬂ:{ th_e % of the mortgage loan and principal and interest on the Ioﬂ shall
be fully amortized by regular installments payablc during the term of the loan
without irregular or balloon payments, unless the schedule of uregular or

balloon payments is more favorable to the insurer lhan regular mstallmenls of

certification of a real estate appraiser qualified to appraise the particular type 9_f
real estate involved;

company approved by the commissioner;

() Thc maxlmum amount and term llmllauons in paragraphs _2 and (f)

insured o or guaranteed by the United States or any gencz or instrumentality of
the United States;

(h) A company may invest in mortgage participation certificates and
pools issued or administered by a bank or banks and secured by first mortgages
or trust deeds on improved real estate located i in lhc United Siates provided the
pnvate placcmcm memorandum, prospectus or “other offering circular, or a
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provides that each loan meets the requirements of this subdivision:

(|) Notwithstanding the reslncuons in Earag[agh (e), lf a company

purchase mone_y morlgagc from its vendee in an amount u _E to 90 Erccn t of lhe
Eurchas price; and

morlgag tﬂ purposes 9! this subdivision.

Sec. 20. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 20. REAL ESTATE. (a) Except as provided in paragraphs (b)
io {d), a company max acquire, hold, and convey real real estate only for the

followmg purposes and in the following manner:

(1) Such as shall have been morigaged to it in good faith by way of
security for loans previously contracted, or for moneys due;

(2) Such as shall have been conveyed to it in satisfaction of debts
previously contracted in the course of its dcalmgs,

(3) Such as shall have been purchased at sales on judgments, decrees or
mortgages obtained or made for the debts; and

(4) Such as shall be subject to a contract for deed under which the
company holds thc vendor’s interest to secure the payments the vendcc is
required to make thereunder.

All the real estate specified in clauses (1) to (3) shall be sold and
dlsposed of within | five years after the company shall “have acqulred utlc to Lhe
same, or within fwc years after the same shall have ceased to be necessary for Tor

longer period unless the company elects to hold such real estate under another
section, or unless it shall procure a certificate from the commissioner of
msurancc lhat ns interest w:l] suffer matenally by the I'orced sale lhcreof in

accommodauon of its busmess

{(c) A company may acquire real estate or any interest in real estate as an
investment for the production of income, and may hold, lrnprove or otherwise
develop, subdivide, lease, sell and convey real real estate 50 acquired dlrcclly orasa
joint venture or through a limited or general partnership i in which the company

is a Earmer
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acquisition is 10 enhance the sale value of real estate previously acquired and

held by the company under this section, and (2) if the company expects the real
eslate so acquired 1o qualify under paragraph (b) or (c) above within five years
after acquisition.

(e) A company may, after securing the approval of the commissioner,
acquire and hold real estate for the purpose of providing necessary living
quarters for its employees; provided, that the company shall dispose of the real
estate wiﬁn—fi_ve_ years after it has ceased to be necessary for thai purpose

unless the commissioner agrees to exiend }Es—htmiing period upon application

by the company.

accommodation of business and for the production of income shall be allocated
between the two uses annually. No more than three percent of its total
admitted assets may be invested in real estate held under paragraph (e).

Sec. 21. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 21. FORFIGN INVESTMENTS. Obligations of and invest-
ments in foreign countries, on the following conditions:

(a) A company may acguire -and hold other investments in foreign

countries which are required as a condition of doing business in the foreign

country; and

business trusts, or in the stocks or stock equivalents of foreign corporations or

—_—— —

business trusts not qualifying for investment under subdivision 10, if the
obligations, stocks or stock equivalents are regularly traded on the London,
Paris. Zurich, or Tokyo stock exchange or any similar exchange approved by

the commissioner.

Sec. 22. Minnesota Stawutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 22 PERSONAL PROPERTY UNDER LEASE. Personal prop-
erty for intended lease or rental in the United States or Canada. A company
may not invest more than five percent of its admitied assets under seclion 22.

Sec. 23. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 23. COLLATERAL LOANS. Obligations secured by the pledge
of any investment authorized by any of the Ereceding subdivisions, on the
following conditions:
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(a) The pledged investment shall be legally assigned or delivered to the
company;

(b) The company shall reserve the right to declare the obligation
mmedlatelz v due and payable if lhe security thereafter demmales to the point
where the investment would not qualll'y under paragraph (c); Browdcd that
additional qualifying security may be pledged to allow the invesiment 1o remain

qualified;

(c) The pledged investment shall at the time of purchase have a market
value of at lcasl one and one-quarter times the amount of the unpaid balance of

the obhgauons. and

admitted assels under thls subdmsmn

Sec. 24. Minnesota Statutes 1980, Section 60A.11, is amended by
adding.a subdivision to read:

Subd. 24. OPTIONS. (a) A company m ! sell exchange-traded call
options against st stocks or other securities owned by the “the company and may
purchase exchange-traded call options in a closing transaction against a call

option Erevim}sli written by the company.
(b) A company may purchase olhcr exchange-traded call options, and

terms and d conditions the commissioner determmes to be consistent with the

purposes of thls secuon —

Sec. 25. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. UNRESTRICTED SURPLUS. A company may invest ils
unrestricted surplus in securities or property of any kind, without restriction or
limitation except as may be imposed on business corporations in general.

Sec. 26. Minnesota Statutes 1980, Section 60A.11, is amended by
adding a subdivision to read:

Subd. 26. RULES. The commissioner may promulgate appropriate
rules (o carry out “out the purpose and provisions of this section.

Sec. 27. [60A.111] QUALIFIED ASSETS TO REQUIRED LIABILI-
TIES; RATIO. ’

Subdivision |. REPORT. Annually, or more frequently if determined
_.‘{ the commissioner to be necessary for the protection of policyholdcrs each
foreign, alien and domestic insurance company other than a life insurance
company shall report to the commissioner the ratio of its guallflcd assets 1o its
required liabilities.
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Subd. 2. PLAN. If the commissioner determines that the r eguared
habllmes of of any company are grealer than its Lahhed assets., lhe c0mmlsswner

_)_' Wh](.‘h lh_c company undertakes to bring the ratio of its rcqulred habdmes I_o
its qualified assets. expressed as a percentage. up to at least 100 percent within
a reasonable period, usually not exceeding five years.

Subd. 3. POWER OF COMMISSIONER. If, following a hearmg on
notice 10 the company, the commissioner determines that a comganx lan is is
nadegual or the insurer is not making satisfactory progress loward increasing
the ratio of its ‘qualified assets to its egutred liabilities and that no satisfactory
alternatives are available, the commissioner may institute rehabilitation pro-
cccdmgs against a domestic company under chapter 60B. Where the co mpany
is not a domestic insurance company, the commissioner may impose e restrictions
on lhe company as a condition to the ¢ company obtaining a new or renewal
certificate of authonty to transact business in this state, and may where
circumstances so justify “revoke or rescind any certificate prev:ously issued,

Subd. 4. LIMITATION ON PURCHASES OF ASSETS. An insurer
which does not have unrestricted surplus shall not purchase any asset et which is is
nota qua]lfled asset as defined in section 60A.1 1 unless a request is made of the
commissioner and the request is not denied within 15 days

Subd. 5. DENIAL OF CERTIFICATE. Wo insurer other than a life

insurer which does not have unrestricted surplus as of December 31 of the

lmmedlal_x preceding year shall be issued a certificate o_f authorily.

Sec. 28. Minnesota Statutes 1980. Section 60A.13, Subdivision 1, is
amended to read:

Subdivision |. ANNUAL STATEMENTS REQUIRED. Every insur-
ance company, including fraternal beneficiary associations, and reciprocal
exchanges, doing business in this state, shall transmit to the commissioner,
annually, on or before March first, upon blanks furpished in the form pre-
scribed by him the commissioner, a verified statement of its entire business and
condition durmg the preceding catendar year; but limited in case of a foreign
eampany; except one engaged in lfe insurance,. [n addition, the commissioner
may require the filing of any other information determined Io be reasonably
necessary for “the continual enforcement of these laws. The statement m may be
limited to #s lhe insurer's business and condition in the United States unless the
commissioner finds that the business conducted outside the United States may
detrimentally affect lhc Tinterests of policyhoiders in lh:s state. Sueh The
statements shall also contain in a sepasate verified schedule: s howmg all details
required by law for assessments fer and taxation. Buwek The statement or
schedules shall be in such the form and shall contain sueh all matters as the
commissioner shalt may prescnbe, and it may be varied as to “different types of
insurers; 50 as shall seem to him best adapted to elicit a true exhibit of the
condition of each sueh insurer,
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Sec. 29. Minnesota Statutes 1980, Section 60A.13, is amended by
adding a subdivision to read:

Subd. 3a. ANNUAL AUDIT. Every insurance company doing business
in this state, mc]udmg fraternal beneficiary associations, reciprocal exchanges,
service plan corporations licensed pursuant 1o chapter 62G, and legal service
plans licensed pursuant to chapter 62G, unless exempted by the the commissioner
pursuant to section 30 or by subdivision 7 shall have an annual audit of the
financial activities of (l lhe most recently comp]eted fiscal y year performed l_)_\,: an
independent certified public accountant as prescribed l_’X the commissioner, and
shall file the report of this audit with “the commissioner not more that six

months following the close of the company’s fiscal year. Any insurer regmred

by this subdivision to file an annual audit which does not currenllx have its

financial statement audited shall file its first audit with the commissioner not

later than June 30, 1983. All other insurers shall file their annual audits
beginning June 30, 1982.

Sec. 30. Minpesota Statutes 1980, Section 60A.13, is amended by
adding a subdivision to read:

Subd. 4a. RULES. The commissioner shall promulgate any rules

which may be be ne necessary to administer section 29.

Sec. 31. Minnesota Statutes 1980, Section 60A.13, Subdivision 6, is
amended to read:

Subd. 6. COMPANY OR AGENT CANNOT CONTINUE BUSI-
NESS UNLESS STATEMENT IS FILED. No company or agent thereof shall
transact any new business in this state after May thirty-first in any year unless
it shall have previously transmitted sueh the statement to the commissioner and
filed the statement with the National Association of Insurance Commissioners

with the required filing fee.

Sec. 32. Minnesota Statutes 1980, Section 61A.28 Subdivision 2, is
amended to read:

Subd. 2. GOVYERNMENT OBLIGATIONS. Bonds or other obliga--
tions of, or bonds or other obligations insured or guaranteed by, (a) the United
States or any state thereof; (b) the Dominion of Canada or any province
thereof; (c) any county, city, town, statutory city formerly a village, organized
school district, municipality, or other civil or political subdivision of this state,
or of any state of the United States or of any province of the Dominion of
Canada; (d) any agency or instrumentality of the foregoing, including but not
limited to, debentures issued by the federal housing administrator, obligations
of national mortgage associations; and (e) obligations payable in United States
dollars issued or fully guaranteed by the International Bank for Reconstruction

and Development nret exceeding in apgregate face amount five percent of the
total admitted assets of such life insurance company; () obligations payable in
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United States dollars issued o Tully guaranteed by, the Inter-American Devel-
opment Bank not exceeding in aggregate face amount five percent of the total
admivied ascels of such life insurance company; {(g) oblizgations payable in
United States dollars issued or fully guaranteed by, the Asian Development
Bank net exceeding in apggregate face amount five percent of the total admitied
assets of such life insurance company; (h) if approved by the commissioner
abligations payable in Uatted States dollars issued of fully guaranteed by, the
Export-lmport Bank, or any other United States government sponsored organi-
zation of which the United States is 2 member; not exceeding in apgregate face
amummcpemme{mmma&ﬂmﬁmhmmmpa-
Ay Erovnded that lhc life i insurance company may not invest more than five

agency or mstrumentahly of the United States “bonds or other obhganons
shall include rights or options to purchase the obligations if those rights
Etlons are traded upon a contract market designated and regulated E_)X a

federal agency.
Sec. 33, Minnesota Statutes 1980, Section 61A.28, Subdivision 3, is
amended to read:

Subd. 3. NOTES OR BONDS LOANS OR OBLIGATIONS SE-
CURED BY MORTGAGE. Netes or bonds Loans or obligations (hereinafter
loans) secured by a first mortgage, oF trust deed in the nature thereof or deed of
trust (hereinafter mortgage) on improved real estate in the United States,
provided the amount of the loan secured thereby is not in excess of 66 2/3
percent of the market value of the real estate at the time of the loan. or, when
the loan is to be fully amortized by installment payments of principal, which
may begin up 1o five years from the date of the loan if the real eslate is to be
used for commercial purposes, and interest at least annually over a period of
not to exceed 35 40 years, the amount of the loan shall not exceed (a) #5 80
percent of the market value of the real estate at the time of the loan; (b) 80 90
percent of the market value of the real estate at the time of the loan i such real
es&a!eistebeusedfe;eemmerei&lpwpesos- er(e)%pe;ee&&efl-hemﬁe&

purchase money morigage made in connection with the dlSEOSIllOﬂ sition of real
estate acquired pursuant to section 39, or, if (1) the real estate is used for
commercial purposes, and (2) the loan is addmonal]y secured by an assignment
of lease or leases, and (3) the lessee or lessees under the lease or leases, or a
guarantor or guarantors of the lessee’s obligations. is a corporation whose
obligations would qualify as an investment under subdivision 6(f}, and (4) the
rents payable during the primary term of the lease or leases are sufficient 10
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amortize at least 60 percent of the loan. In calculating the ratio of the amount
of the loan to the value of the property, no part of the amount of any loan is to
be included which the United States or any agency or instrumentality thereof or
such other mortgage insurer as may be approved by the commissioner has
insured or guaranteed or made a commitment to insure or guarantee; provided,
in no event shall the loan exceed the market value of the property. No
improvement shall be included in estimating the market value of sueh the real
estate unless the same shall be insured against fire by policies payable 10 and
held by the security holder or a trustee for its benefit. This requirement may
be met by a program of self-insurance established and maintained by a
corporauon whose debt obligations would qualify for purchase under subdivi-
510n 6, paragraph (g), clause 2), clause (4). Also notes of boads loans secured by fsst
mortgage, of trust deed i the nature thereof, upon leasehold estates in
improved real property where at the date of investment the ground lease shall
have an unexpired term of at least five years longer than the term of the loan
secured thereby, and where the leasehold estate is unencumbered except by the
lien teserved in the lease for the payment of rentals and the observance of the
other covenants, terms and conditions of the lease and where the morigagee,
upon default, is entitled 10 be subrogated to, or to exercise, all the rights and o
perform all the covenants of the lessee, provided that no lean on sueh the
leasehold estate shall exceed, (a) 75 pereent of the market value thereof at the
tme of such loan: of (by 80 percent of the market value thereof at the time of
the loan if such the real property is to be used for commercial purposes, and the
loan must be fully amortized by installment payments of principal, which may
begin up 1o five years from the date of the loan if the real estate is used for
commercial purposes, and interest at least annually over a period of not to
exceed 35 40 years and the market value thereof shall be shown by the sworn
certificate of a competent appraiser, In calculating the ratio of the amount of
the ioan to the value of the leasehold esiate, no part of the amount of any loan
is to be included which the United States or any agency or instrumentality
thereof or such other mortgage insurer as may be approved by the commission-
er has insured or guaranteed or made a commitment o insure or guarantee;
provided, in no event shall the loan exceed the market value of the leasehold
estate. Also rotes or bends loans secured by Hest mortgage, of trust deed in
the nature thereof; which the United States or any agency or instrumentality
thereof or such other mortgage insurer as may be approved by the commission-
er has insured or guaranteed or made a commitment to insure or guarantee.
Also netes or bends loans secured by fisst morigage, o irust deed in the nature
thereof; on improved real estate in the Dominion of Canada provided the
amount of the joan is not in excess of 66 2/3 percent of the market value of the
real estate at the time of the loan, or, when the loan is to be fully amortized by
installment payments of principal, which may begin up to five years from the
date of the loan if the real estate is used for commercial purposes, and interest
at least annually over a period of not to exceed 35 40 years, the amount of the
loan shall not exceed, &)Jépemmei&hema;ke&va&ueeithe;ealeﬂe&em&he
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time of the lean; of (b) 80 percent of the market value of the real estate at the
time of the loan i such real estate is to be used for commercial purposes. In
calculating the ratio of the amount of the loan to'the value of the property, no
part of the amount of any loan is to be included which the Dominion of
Canada or any agency or instrumentality thereofl has insured or guaranteed or
made a commitment to insure or guaraniee; provided in no event shall the loan
exceed the market value of the property. Also netes of berds loans secured by
fiest morigage, or trust deed in the nature thereel; on real estate in the United
States which may be unimproved provided there exists a definite plan for
commencement of development for commercial purposes within not more than
five years where the amount of the loan does not exceed 80 percent of the
market value of the unimproved real estate at the time of the loan and the loan
is to be fully amortized by installment payments of principal, which may begin
up to five years from the date of the loan, and interest at least annually over a
period of not 10 exceed 35 40 years. Also notes oF bends loans secured by
second mortgage or second trust deed in the mature thereef; on 1mprovcd or
unimproved real estate used, or to be used, for commercial purposes;; provid-
ed, that if unimproved real estate there exists a definite plan for commencement
of development within not more than five years, in the United States or the
Dominion of Canada under the following conditions: (a) the amount of the
note of bond loan secured by the second mortgage is equal to the sum of the
company loan amount disbursed by the company and the then outstanding
indebtedness under the first mortgage of first trust deed loan; and (b) the
company has control over the payments under the first mortgage of first trust
deed indebtedness; and (c) the total amount of the nete of berd loan shall not
exceed 66 2/3 percent of the market value of the real estate at the date of the
loan or, when the note or bond is 10 be fully amortized by installment payments
of principal, beginning not more than five years from the date of the neote ef
bead loan, and interest at Jeast annually over a period of not to exceed 35 40
years, ‘the amount of the noie or bond loan shall not exceed 80 percent of the
market value of the real estate at the date of the loan.

For purposes of this subdivision, improved real estate includes real estate
improved with permanent buildings, used for agriculture or pasture, or income
producing real estate, including but not limited 1o, parking lots and leases,
royalty of other mineral interests in properties producing oil, gas, or other
minerals and interests in properties for the harvesting o_f forest products.

A loan or obligation otherwise permitted under this subdivision shall be
pcrmllled nolwuhstandmg the fact that it Erov:dc for a Eaxmem of thc

m vendor’s equity in a contract for deed shall qualify as a loan secured

by mortgage for the purposes of this subdivision.
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_A_ morigage participation certificate evidencing an interest in a loan
secured by mortpage or pools of the same shall qualify under this subdivision,
Erowdcd the ]oan secured by mortgagc, e, and in the case of pools of the same

lhal each loan. would otherwise qualify under lhls subdivision.

Sec. 34. Minnesota Statutes 1980, Section 61A.28, Subdivision 6, is
amended to read:

Subd. 6. STOCKS, OBLIGATIONS, AND OTHER INVEST-
MENTS. Stocks, warrants or oplions to purchase stocks, bonds, notes, evi-
dences of indebtedness, or other investments as set forth in this subdivision,
provided that no investment may be made which will increase the aggregate
investment in all common stocks under elauses paragraphs (a) and (b) beyond
ten 20 percent of admitied assets as of the end of the preceding calendar year.
In applying the standards prescribed in clauses paragraphs (b), (c), and (d), (f)
and (g) of this subdivision to the stocks, bonds, notes, evidences of indebted-
ness, or other obligations of a corporation which in the qualifying period
preceding purchase of sueh the stocks, bonds, notes, evidences of indebtedness,
or other obligations acquireﬂts property or a substantial part thereof through
consolidation, merger, or purchase, the earnings of the several predecessors or
constituent corporations shall be consclidated. In applying any percentage
limitations of this subdivision the value of the stock, or warrant or option to
purchase stock, shall be based on cost. For purposes of this subdivision,
National Securities Exchange means an cxchangc reglslered under section 6 of
the Securities Exchange Act of 1934 or an exchange regulated under the laws of
lh_e Dominion of Canada,

(a) Stocks of banks, insurance companies, and municipal corporations
organized under the laws of the United States or any state thereof; but not
more than sevea 15 percent of the admitted assets of any domestic life
insurance company_may be invested in stocks of other insurance corporations
and banks.

(b) Common stocks, common stock equivalents, or securities convertible
into common stock or common stock equivalents of any corporation or
busmess trust not des1gnaled in elause paragraph (a) of this subdmslon
organized under the laws of the United States or any state thereof, or of the
Dominion of Canada or any provmcc thereof, or those traded on a National
Securities Exchange, if the net earnings of sueh lhe corporation before after the
elimination of extraordinary nonrecurring items o_f income and expense and
before income taxes and fixed charges over the five lmmedlalely prccedmg
completed fiscal years, or its period of existence if less than five years, shall
have averaged not less than one and one-fourth times its average annual fixed
charges applicable to sueh the period; and; i the cerperation has been ia
existence for & period of twe oF more years; such net sarnings for either of the
last two years of such period shall have been not less than one and onefourth
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have been in existence for less than five yeass its net worth shall be net less
than $1:000.000, The company shall rot invest in more than J0 percent of the
common siock of any one such corperation.

(c) Preferred stock of, or common or preferred stock guaranteed as 1o
dividends by, any corporation not designated in elause paragraph (a) of this
subdivision, organized under the laws of the United States or any state thereof,
National Securities Exchange, under the following condn—:Bn?_(-l) No invest-
ment shall be made under this elause paragraph in a stock upon which any
dividend, current or cumulative, is in arrears er has been in arrears for an
Wﬁmmmmmﬂ@mwm and
(2) the aggregate investment in stocks under this elause paragraph and in
common stocks under elauses paragraphs (a) and (b) shall not exceed 45 25
percent of the life insurance company’s admitted assets, provided that no more
than 40 20 percent of the company's admitted assets shall be invested in
common stocks under elauses paragraphs (a) and (b): and (3) if the net
earnings of sueh the corporation befere after the elimination of extraordinary
nonrecurring items of income and expenses and d before income taxes and fixed
charges over the five nmmedlately preceding compleled fiscal years, or its pcnod
of existence if less than five years, shall have averaged not less than one and
one-fourth times its average annual fixed charges applicable to such the period;
and; if the corporation has been in existence for a period of twe or more years;
such pet earnings for either of the last two years of such pesied shall have been
that if said corporation shall have been in existence for less than five years its
pet worth shall be pot less than $1:000.000.

(d) Warrants es, oplions, and righis to purchase stock of ary corperation

under the laws of the United States or any state thereof: of of the
Deominion of Canada or any province thereol; if the stock of such corporation
if the stock, at the time of the acquisition of sueh the warrant ef, option te
pufehﬂﬁe or right to purchase, would qualify as an  investment under clause
paragraph (@), (b), or (c), whichever is applicable. A domestic life insurance
company shall not invest more than ene two percent of its assets in warrants of

options to purchase steck under this Earagragh Any stock actually acquired
through the exercise of a warrant or option te purchase , or rights to purchase
shall may be included in elause paragraph (a), (b), or (¢}, whichever is
applicable, whether of neot only if sueh the stock then meets the standards
prescribed in such the elause EaragraEh at the time of acquisition of the stock.

{e) The securities of any face amount certificate company, unit invest-
ment lrusl, or management lype investment company, registered or in the
process of registration under the federal Invesiment Company Act of 1940 as
from time to time amended, provided that the aggregate of such the invest-
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ments, determined at cost, by the life insurance company shall not exceed five
percent of its admitted assets, and such the investments may be made without
regard to the percentage limitations applicable o stocks, and warrants or
options or rights 10 purchase stock. In addition, the company may iransfer
assels into one or more of its separate accounts for the purpose of establishing,
or supporting its contractual obligations under, such the accounts in accordance
with the provisions of sections 61A.13 to 61A.21.

(f} Bonds, notes, debentures, repurchase agreements, or other evidences
of indebtedness; (1) secured l_)_y_' letters of credit issued by a national bank, state
bank or trust company which is a member ol' the federal reserve system or by a

nattonal securities exchange or (3) I.SSUCd assumed, or guaranteed by a corpora-
tion or business trust, other than a corporatlon designated in subdivision 4,
organized under the laws of the United States or any state thereof, or the
Dominion of Canada or any province thereof, if the net earnings of sueh the
corporation before after the elimination of extraordinary nonrecurring items ol'
income and expense and ¢ and before income taxes and fixed charges over the five
|mmed|alely preceding compleled fiscal years, or its period of existence if less
than five years, shall have averaged not less than one and one-fourth times its
average annual fixed charges applicable to such the period; and: if the corpora-
tion has been in existence for i period of twe of mere years; such net earnings
for either of the lasi twe years of such period shall have been not less than one
shall have been in existence for less than five years #5 net worth
shall be net less. than $4:000,000. No investment shail be made under this
elause paragraph upon which any interest obligation is in default or whish has
been in default lor an aggregate of 90 days within the immediately preceding
{g) Obligations for the payment of money under the following condi-
tions: (1) The obligation shall be secured, either solety or in conjunction with
other security, by an assignment of a lease or leases on property, real or
personal; and (2) such the lease or leases shall be nonterminable by the lessee
or lessees vpon foreclosure of any lien upon the leased property; and (3) the
rents payable under sueh the lease or leases shall be sufficient to amortize at
least 90 percent of the obligation during the primary term of the lease; and (4)
the lessee or lessees under the lease or leases, or a governmental entity or
corporation which has assumed or guaranieed any lessee’s performance there-
under. shall be a governmental entity or corporation whose obligations would
qualify as an investment under subdivision 2 or elause paragraph (f).

(h) A company may sell exchange-traded call options against stocks of
other securities owned by the the cc company and may purchase exchange-traded call
options in a closing transaction against a i“ option previously wrilten by th_e
company. In addition to the authority granted by paragraph (d) of this
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purchase other exchange-traded call options, and may sell or purchase ex-
change-traded put options,

Sec. 35. Minnesota Statutes 1980, Section 61A282, is amended to
read:

61A.282 INVESTMENTS IN NAME OF COMPANY OR NOMINEE
AND PROHIBITIONS.

Subdivision 1. REQUIREMENTS. Al of the funds of a domestie life
insurance company including funds held in separate aceeumt A company's
investments shall be held in its corporate name or its nominee name, except
that investrrents may be held under the name of a Rominee of a bank or trust
company if the securities are kept under a custedial arrangement with such
bank er trust company- Such custedial arrangements shall be evideneed by an
agreement and shall meet the following requirements:

1) The securities shall be held by a bank of trust company licensed by
the United States oF any state thereof; and

2) Fhe agreemment shall provide that the securities so depesited shall at
all times be kept separate and apart from other depesits with the depesitery; se
that at all times they may be identified as belonging solely to the company
' (a) Investments may be held in the name of a clearing corporation or of
a custodian bank or in the name of the nominee of cither under the following

conditions:

4] The clearing corporation, custodian bank, or nominee must be legally
authorized to hold the particular investment for the account _o_f others;

name of a custodian bank or the nominee of a custodian bank, a written
agreement shall provide that certificates so deposited shall at all times be kept

separate and apart from other deposits with the depository, so that at all times

they maz_lgg identified as belonging solely to the company making the deposit;
or

(3) Where a clearing corporation is to act as depository, the investment

may be merged or held in bulk in the clearing corporation’s name, or in the
name of its nominee, together with any other investments deposited with the
clearing corporation by any other person, if a writien agreement provides that
adequate evidence of the deposit will be obtained and retained by the company

or a custodian bank.
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As used in this subdivision, “clearing corporation” means The Deposito-

ry Trust Trust Company and, with the approval of the commissioner, any other
clearing corporation as defined i in secuon 336.8-102; the lerm “custodlan

state thereof.

(b) A company may participate, through a bank or trust company which
isa member of the Federal Reserve System, in the Federal Reserve’s book -en-

accounts of the company.

(c) If an investment consists of an individual interest in a pool of

obli atlons or of a fractional interest in a single obligation, the “certificate of
£

E;\mmpauon or mteresl or the confirmation of parnmpatmn or mterest in lhe

name of the company.

(d) Where an investment is not evidenced by a certificate, except as
provided in paragraph (b}, adequate evidence of the company’s investment shall
be obtained from the issuer or its lransfer or recordmg agent and retained by by
lhe company, a custodian bank, or clearing corporation. Adequate evidence,
for Qurgose s of this section, shall mean 2 written receipt or other verification

1ssucd by the the dCEOSltOI’y or issuer or a custodian bank whlch shows that the

held as described in paragraphs @ @ {(b), ﬂ (c) may be “evidenced by
bookkcegmg niry on the books of the issuer of the investment or its transfer or
recording agent or the clearmg corporauon without physical delivery of certifi-

cates, if an Y vldencmg the company’s investment.
Subd. 2. LENDING OF SECURITIES. A company may loan securi-
ties held by E under this chapter to a broker- dea]er reg:slered under th_e

Federal Reserve System. The market value of loaned securilies outslandmg at

any one time, excluding “securities held in a separate account established

pursuant to section 61A.14, subdivision 1 L ‘shall not exceed 50 percent of the
company's capnal and surplus as of the December | 3t 1mmedlale]y Erecedlng
Each loan must be evidenced 91 a writlen a _greement at which prov:des

or puaranteed by the United States or an ageacy or an 1 instrumentality thereof
and that the collateral will be adjusted each business El__x during the term of the
Ioan to maintain the required collateral in t in the event of market value changes in
the the loaned securities or collateral;

(b) That the loan may be terminated by the company at any time, and
that the borrower must return lhe loaned securities or 1he|r eguwa]en snt within
fwe business days after termmauon.
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(c) That the company has the ni g 1 to retain the collateral or [ 10 use the

borrower defaults under the terms of the agreement; and

(d) That the borrower remains liable for any losses and expenses, not
covered by the collateral, which are incurred E_',: the company due o default.

Subd. 3. CONFLICTS OF INTEREST. No officer, director, or mem-
ber of any commitiee passing on investments shall borrow any of sueh the
funds, or become, directly or indirectly, liable as a surety or endorser for or on
account of loans thereof 1o others, or receive to his own use any fee, brokerage,
commission, gift or other consideration for, or on account of, any loan made by
or on behalf of the company.

Sec. 36. |61A.284] INVESTMENTS; CAPITAL STOCK OF OTHER
INSURANCE COMPANIES.

Subdivision 1. PURCHASE OF INSURANCE COMPANY, A do-
mestic life insurance company may acquire and hold a]l or part of the caEiLal

part of the purchase price. The limits contained in the other investment
Brows:on shall not apply to these holdings prov:dmg Ihe acquiring company
secures lh_e prior approval g_f the purchase agreement t_’l the commissioner.

Subd. 2. ORGANIZATION OF SUBSIDIARY INSURANCE COM-
PANY, A domestic life 1nsurance company may organize and hold all or part

]me of insurance. The limits contained in the other investment provisions shall
not apply to these holdmgs providing the organizing company secures the prior
approval of the commissioner.

Sec. 37. Minnesota Statutes 1980, Section 61A.29, Subdivision 2, is
amended to read:

Subd. 2. FOREIGN INVESTMENTS. Any domestic life insurance

company doing business in a foreign country may ihvest the funds required te
meet its oblipations incurred in such foreign country in conformity to the laws
thereof in the kind of securities of such foreign eountry in which the company
is authorized to irvest in this state: Any domestic life insurance company may
invest in obligations of and investments in forelgn couniries, other than the
Dominion of Canada, o on the following conditions:

(a) A company may acquire and hold other investments in foreign
countries which are required as a condition of of doing business in the oreign

country, and
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business trusts, or in the stocks or stock equivalents of foreign corporations or

business trusts not qualifying for investment under section 61A.28, subdivision
6, if the obligations, stocks, or or stock cquivalenis are regularly traded on the

London, Parns, Zurich, or Tok_yo stock cxchange or any similar exchang
approved by the commissioner.

Sec. 38. Minnesota Statutes 1980, Section 61A.30, is amended to read:
61A.30 INVESTMENTS; JOINT.

No domestic life insurance fompany shall subscribe to or participate in
any underwriting of the purchase ot sale of securities or other property, oF enter
into any transactions for such the purchase or sale on account of the company
jointly with any other person, firm, or cofporation;, ner shall any such
company enler into any agreement to withhold from sale any of its property,
but unless the disposition of is the property shall be, at all times, within the
control of its board of directors. Nothing contained herein shall be construed
to invalidate or prohibit an agreement by two or more investors to join and
share in the purchase of investments for bona fide investment purposes;
provided that;. In such the investments secured by mortgage or deed of trust,
provisions shall be made for a method of resolving any matters relating thereto
as to which the investors are not in agreement.

Sec. 39. Minnesota Statutes 1980, Section 61A.31, Subdivision 1, is
amended to read:

‘

Subdivision 1. PURPOSES. Except as provided in subdivisions 2, 3,
and 4, every domestic life insurance company may acquire, hold and convey
real property only for the following purposes and in the following manner:

(1} Such as shall have been morigaged to it in good faith by way of
security for leans previously contracted, or for moneys due;

(2) Such as shall have been conveyed to it in satisfaction of debts
previously contracted in the course of its dealings;

(3) Such as shall have been purchased at sales on judgments, decrees or
mortgages obtained or made for such debts;

(4) Such as shall have been subject 10 a contract for deed under which
the company held held the vendor’s interest to secure the payment by the vendee.

All the real property specified in clauses (l), (2), and (3), and (4), which
shall not be necessary for its accommodation in the convenient transaction of
its business, shall be sold and disposed of within five years after the company
shall have acquired title to the same, or within five years after the same shall
have ceased to be necessary for the accommodation of its business, and it shall
not hold this property for a longer period unless it shall hold real property
pursuant to subdivision 3, or shall procure a certificate from the commissioner
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of insurance that its interest will suffer materially by the forced sale thereof, in
which even: the time for the sale may be eatended o such time as, the
commissioner shall direct in the certificate. -

Sec, 40. Minnesota Statutes 1980, Section 61A.31, Subdivision 3, i
amended to read:

Subd. 3. ACQUISITION OF PROPERTY. Any domestic life insur-
ance company may:

(a) acquire real property or any interest in real property in the United
States of any state thereof, or in the Dominion of Canada or any province
thereof, as an investment for the production of income, and hold, improve or
" otherwise develop, and lease, sell, and convey the same either directly or as a
J__ venturer or through a limited or general partnership in which the company
is a parine T, sub_|cct to the following g conditions and limitations: )] ) The cost to
lh_e company of each parcel of real property acquired pursuant to this elause
paragraph, including the estimated cost 10 the company of the improvement or
development thereof, when added 1o the book value of all other real property
then held by it pursuant to this clause, shall not exceed five 15 percent of its
admitted assets as of the end of the preceding calendar year, and (2) the cost, 0
the company of each parcel of real property acquired pursuant to this elause
paragraph, including the estimated costs to the company of the improvement or
development thereof, shall not exceed ene two percent of its admitted assets as
of the end of the preceding calendar year and (3) the prior appreval of the
mwmwgmwmwmmwm
recreationul, amusement; hotel; of elub purpeses:

(b} acquire real or personal property in the United States or any slate
thereof, or in the Dominion of Canada or any province thereof, under lease or
leases or commitment for lease or leases provided that: (1) The lessee, or at
least one of the lessees, or a guarantor, or at least one of the guarantors, of the
lease is a corporation with a net worth of $1,000,000 or more; and (2) the lease
provides for rent sufficient to amortize the investment with interest over the
primary term of the lease or 40 years, whichever is less; and (3) in ne event
shall the total investment in real estate under this elause exceed 10 percent of
the domeuiic life insurance company’s admitted assets; bui a domestic Hie °
mwmmmwmeamme&mmmm
without regard to the limitations of clause (a) above; and (4) the cost of each
p&ﬁeolefmalpfopeﬂyaequeduﬂdei&hwel&mshaﬂne&e*aﬂmpm
e#&hedeﬂqeshehhmsuf&&eeeemp&ny-sad-m&edm ard 6 in no event
shall the total investment in personal property under this elause paragraph
exceed three percent of the domestic life insurance company's admitted assets,

company under this section and ) if t_llg omEanx engct g_}_l_q real estate so 50
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acquired to qualify and be held by the company under paragraph (a) within five
years after acquisition; and

e} (d) not acquire real property under elauses Earagraeh (a) and (b} 10
(c) if the property is to be used primarily for agricultural, horticultural, ranch,
mining, or church purposes.

All real property acquired or held under this subdivision shall be carried
at a value equal to the lesser of (1) cost plus the cost of capitalized improve-
ments, less normal depreciation, or (2) market value.

Sec. 41. [61A.315] INVESTMENTS AND HOLDINGS; LIMITA-
TIONS.

The sum of the value of assets permitted to be acquired pursuant to
sections 61A.31, subdivision 3 and 6|A 28, subdivision 6 paragraphs (a) and (b)

calendar year.
Sec, 42, REPEALER.
Minnesota Statutes 1980, S:clions 60A.031, Subdivision 2; and 60A.11,

Approvcd May 15, 1981

CHAPTER 212 — H.F.No. 192

An act relating to labor; regulating migrant labor; requiring employers and
recruiters o provide employment statements to migrant workers; seiting requirements for
employment statements and for payment of wages lo migrant workers; providing for
private causes of action; proposing new law coded in Minnesota Statutes, Chapter 181.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
Section 1. [181.85] DEFINITIONS,

Subdivision 1. GENERALLY. For the purposes of sections | to 6, the
terms defined in thns secuon have the meanings given them,

Subd. 2. AGRICULTURAL LABOR. “Agricultural labor” means field
labor associated with the cultivation and harvest of fruits and vegetables and
work performed in processing fruits and __getab]es for market.

Subd. 3. MIGRANT WORKER. “Migrant workcr means an individ-

— e —

some other state to pcrform seasonal agricultural labor in Minnesota.
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