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79.071 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]

MINNESOTA STATUTES 1983 SUPPLEMENT

NOTE: Subdivisions | and 1a were amended by Laws 1983, chapter 290, sections 2 and 3, to read as follows:

“Subdivision 1. The commissioner shall adopt a schedule of workers’ compensation insurance rates for use in this state for each
classification under which business is written until January 1, 1984. The schedule of rates shall not be excessive, inadequate, or
unfairly discriminatory. In adopting a schedule of rates, the commissioner may act on the written petition of the association or any

other interested party requesting that a hearing be held for modification of the schedule of rates. The commissioner may include the
expense of a reasonable charge for the services of an agent of record, for the service of rejected risks as set forth in sections 79.24 o

79.27.
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NOTE: This section was amended by Laws 1983, chapter 247, section 38, to read as follows:

“Final orders of the commissioner pursuant to sections 79.071 and 79.072 are subject to appeal in accordance with chapter 14."

79.074 DISCRIMINATION.

Subdivision 1.

[Repealed, 1981 ¢ 346 s 145;

1983 ¢ 290 s 15]

[For text of subd 2, see M.S.1982)

79.075 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15] -
79.076 {Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.08  [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]
79.09 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.11 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.12  [Repealed, 1981 c 346 s 145; 1983 c 290 s 15]
79.13 [Repealed, 1981 c 346 s 145; 1983 c¢ 290 s 15]
79.14  [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.15 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]
79.16  [Repealed, 1981 c 346 s 145; 1983 c 290 s 15]
79.17 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 5]
79.171 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]
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79.18  [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.19  [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]
79.20  [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.21 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15}

79.211 CERTAIN PREMIUM DETERMINATION PRACTICES.
[For text of subd 1, see M.S.1982]

Subd. 2. Division of payroll. An insurer shall permit an employer to divide
his payroll among the rating classifications most closely fitting the work actually
performed by each employee in a four-hour block or more for purposes of
premium calculation when the employer’s records provide adequate support for a
division.

History: 1983 ¢ 290 s 4

79.22 DUTIES OF COMMISSIONER.
Subdivision 1. [Repealed, 1981 c 346 s-145; 1983 ¢ 290 s 15]

[For text of subd 2, see M.S.1982]

79.221 [Repealed, 1981 c 346 s 145; 1983 c 290 s 15]
79.23  [Repealed, 1981 c 346 s 145; 1983 c 290 s 15]

79.251 ADMINISTRATION OF ASSIGNED RISK PLAN.

Subdivision -1. Assigned risk plan review board. (1) An assigned risk plan
review board is created for the purposes of review of the operation of section
79.252 and this section. The board shall have all the usual powers and authorities
necessary for the discharge of its duties under this section and may contract with
individuals in discharge of those duties.

(2) The board shall consist of six members to be appointed by the commis-
sioner of insurance. Three members shall be insureds holding policies or contracts
of coverage issued pursuant to subdivision 4. Two members shall be insurers
licensed pursuant to section 60A.06, subdivision 1, clause (5), paragraph (b). The
commissioner shall be the sixth member and shall vote.

Initial appointments shall be made by September 1, 1981, and terms shall be
for three years duration. Removal, the filling of vacancies and compensation of
the members other than the commissioner shall be as provided in section 15.059.

(3) The assigned risk plan review board shall audit the reserves established (a)
for individual cases arising under policies and contracts of coverage issued under
subdivision 4 and (b) for the total book of business issued under subdivision 4.

(4) The assigned risk plan review board shall monitor the operations of
section 79.252 and this section and shall periodically make recommendations to
the commissioner, and to the governor and legislature when appropriate, for
improvement in the operation of those sections.

(5) All insurers and self-insurance administrators issuing policies or contracts
under subdivision 4 shall pay to the commissioner a .25 percent assessment on
premiums for policies and contracts of coverage issued under subdivision 4 for the
purpose of defraying the costs of the assigned risk plan review board. Proceeds of
the assessment shall be deposited in the state treasury and credlted to the general
fund.
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(6) The assigned risk plan and the assigned risk plan review board shall not be
deemed a state agency.

Subd. 2. Appropriate merit rating plan. The commissioner shall develop an
appropriate merit rating plan which shall be applicable to all insureds holding
policies or contracts of coverage issued pursuant to subdivision 4 and to the
insurers or self-insurance administrators issuing those policies or contracts. The
plan shall provide a maximum merit adjustment equal to ten percent of earned
premium. The actual adjustment may vary with insured’s loss experience.

Subd. 3. Rates. Insureds served by the assigned risk plan shall be charged
premiums based upon a rating plan, including a merit rating plan adopted by the
commissioner by rule. The commissioner shall annually, not later than January 1
of each year, establish the schedule of rates applicable to assigned risk plan
business. Assigned risk premiums shall not be lower than rates generally charged
by insurers for the business. The commissioner shall fix the compensation
received by the agent of record. The establishment of the assigned risk plan rates
and agent fees are not subject to chapter 14.

Subd. 4. Administration. The commissioner shall enter into service contracts
as necessary or beneficial for accomplishing the purposes of the assigned risk plan.
Services related to the administration of policies or contracts of coverage shall be
performed by one or more qualified insurance companies licensed pursuant to
section 60A.06, subdivision 1, clause (5), paragraph (b). or self-insurance adminis-
trators licensed pursuant to section 176.181, subdivision 2, clause (2), paragraph
(a). A qualified insurer or self-insurance administrator shall possess sufficient
financial, professional, administrative, and personnel resources to provide the
services contemplated in the contract. Services related to assignments, data
management, assessment collection, and other services shall be performed by a
licensed data service organization. The cost of those services is an obhgauon of
the assigned risk plan.

Subd. 5. Assessments. The commissioner shall assess all insurers licensed
pursuant to section 60A.06, subdivision 1, clause (5) paragraph (b) an amount
sufficient to fully fund the obligations of the assigned risk plan, if the commission-
er determines that the assets of the assigned risk plan are insufficient to meet its
obligations. The assessment of each insurer shall be in a proportion equal to the
proportion which the amount of compensation insurance written in this state
during the preceding calendar year by that insurer bears to the total compensation
insurance written in this state during the preceding calendar year by all licensed
insurers.

History: 1983 ¢ 290 s 5; 1983 c 293 5 63

79.252 ASSIGNED RISK PLAN.

Subdivision 1. Purpose. The purpose of the assigned risk plan is to provide
workers’ compensation coverage to employers rejected by a licensed insurance
company, pursuant to subdivision 2.

Subd. 2. Rejected risks. An insurer that refuses to write insurance for an
employer shall furnish the employer a written notice of refusal. The employer
shall file a copy of the notice of refusal with the data service organization under
contract with the commissioner pursuant to section 79.251, subdivision 4.

Subd. 3. Coverage. Policies and contracts of coverage issued pursuant to
section 79.251, subdivision 4, shall contain the usual and customary provisions of
workers’ compensation insurance policies, and shall be deemed to meet the
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mandatory workers’ compensation insurance requirements of section 176.181,
subdivision 2.

Subd. 4. Responsibilities. Assigned risk policies and contracts of coverage
shall be subject to premium tax pursuant to section 60A.15, and special compensa-
tion fund assessments pursuant to section 176.131, subdivision 10. The assigned
risk plan shall be a member of the reinsurance association for the purposes of
sections 79.34 to 79.40 and shall be deemed to have selected the higher retention
limit provided in section 79.34, subdivision 2.

Subd. 5. Rules. The commissioner may adopt rules, including temporary
rules, as may be necessary to implement section 79.251 and this section.

History: 1983 ¢ 290 s 6

79.27 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.28 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.29  [Repealed, 1981 c 346 s 145; 1983 c 290 s 15]
79.30 [Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
7931 {Repealed, 1981 ¢ 346 s 145; 1983 ¢ 290 s 15]
79.32 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]
79.33 [Repealed, 1981 c 346 s 145; 1983 ¢ 290 s 15]

7934 CREATION OF REINSURANCE ASSOCIATION.

Subdivision 1. A nonprofit association known as the workers’ compensation
reinsurance association is created, which may be incorporated under chapter 317
with all the powers of a corporation formed under that chapter, except that if the
provisions of that chapter are inconsistent with sections 79.34 to 79.40 or any
amendments thereto, sections 79.34 to 79.40 shall govern. Each insurer as defined
by section 79.01, subdivision 2, shall as a condition of its authority to transact
workers’ compensation insurance in this state, be a member of the reinsurance
association and shall be bound by the plan of operation of the reinsurance
association; provided, that all affiliated insurers within a holding company system
as defined in sections 60D.01 to 60D.13 shall be considered a single entity for
purposes of the exercise of all rights and duties of membership in the reinsurance
association. Each self-insurer approved pursuant to section 176.181 and each
political subdivision which self-insures shall, as a condition of its authority to
self-insure workers’ compensation liability in this state, be a member of the
reinsurance association and shall be bound by its plan of operation; provided,
that (a) all affiliated companies within a holding company system, as determined
by the commissioner in a manner consistent with the standards and definitions in
sections 60D.01 to 60D.13, shall be considered a single entity for purposes of the
exercise of all rights and duties of membership in the reinsurance association, and
(b) all group self-insurers granted authority to self-insure pursuant to section
176.181 shall be considered a single entity for purposes of the exercise of -all the
rights and duties of membership in the reinsurance association. As a condition of
its authority to self-insure workers’ compensation liability, and for losses incurred
on or after January 1, 1984, the state shall be a member of the reinsurance
association and is bound by its plan of operation. The commissioner of labor and
industry represents the state in the exercise of all the rights and duties of
membership in the reinsurance association. The state treasurer shall pay the
premium to the reinsurance association from the state compensation revolving
fund upon warrants of the commissioner of labor and industry. For the purposes
of this section “state” means the administrative branch of state government, the
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legislative branch, the judicial branch, the University of Minnesota, and any other
entity whose workers’ compensation liability is paid from the state revolving fund.
The commissioner may calculate, prorate, and charge a department or agency the
portion of premiums paid to the reinsurance association for employees who are
paid wholly or in part by federal funds, dedicated funds, or special revenue funds.
The reinsurance association is not a state agency. Actions of the reinsurance
association and its board of directors and actions of the commissioner of insurance
with respect to the reinsurance association are not subject to chapters 13, 14, and
" 15. The reinsurance association is exempt from taxation under the laws of this
state and all property owned by the association is exempt from taxation. The
reinsurance association is not obligated to make any payments or pay any
assessments to any funds or pools established pursuant to this chapter or chapter
176 or any other law.

Subd. 2. The reinsurance association shall provide and each member shall
accept indemnification for 100 percent of the amount of ultimate loss sustained in
each loss occurrence relating to one or more claims arising out of a single
compensable event, including aggregate losses related to a single event or occur-
rence which constitutes a single loss occurrence, under chapter 176 on and after
October 1, 1979, in excess of $300,000 or $100,000 retention limit, at the option of
the member. In case of occupational disease causing disablement on and after
October 1, 1979, each person suffering disablement due to occupational disease is
considered to be involved in a separate loss occurrence. The lower retention limit
shall be increased to the nearest $10,000, on January 1, 1982 and on each January
1 thereafter by the percentage increase in the statewide average weekly wage, as
determined in accordance with section 176.011, subdivision 20. On January I,
1982 and on each January 1 thereafter, the higher retention limit shall be increased
by the amount necessary to retain a $200,000 difference between the two retention
limits. Ultimate loss as used in this section means the actual loss amount which a
member is obligated to. pay and which is paid by the member for workers’
compensation benefits payable under chapter 176 and shall not include claim
expenses, assessments, damages or penalties. For losses incurred on or after
January 1, 1979, any amounts paid by a member pursuant to sections 176.183,
176.221, 176.225, and 176.82 shall not be included in.ultimate loss and shall not be
indemnified by the reinsurance association. A loss is incurred by the reinsurance
association on the date on which the accident or other compensable event giving
rise to the loss occurs, and a member is liable for a loss up to its retention limit in
effect at the time that the loss was incurred, except that members which are
determined by the reinsurance association to be controlled by or under common
control with another member, and which are liable for claims from one or more
employees entitled to compensation for a single compensable event, including
aggregate losses relating to a single loss occurrence, may aggregate their losses and
obtain indemnification from the reinsurance association for the aggregate losses in
excess of the higher retention limit in effect at the time the loss was incurred.
Each member is liable for payment of its ultimate loss and shall be ‘entitled to
indemnification from the reinsurance association for the ultimate loss in excess of
the member’s retention limit in effect at the time of the loss occurrence.

A member that chooses the higher retention limit shall retain the liability for
all losses below the higher retention limit itself and shall not transfer the liability
to any other entity or reinsure or otherwise contract for reimbursement or
indemnification for losses below its retention limit, except in the following cases:
(a) when the reinsurance or contract is with another member which, directly or
indirectly, through one or more intermediaries, control or are controlled by or are
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under common control with the member; (b) when the reinsurance or contract
provides for reimbursement or indemnification of a member if and only if the total
of all claims which the member pays or incurs, but which are not reimbursable or
subject to indemnification by the reinsurance association for a given period of
time, exceeds a dollar value or percentage of premium written or earned and stated
in the reinsurance agreement or contract; (c) when the reinsurance or contract is a
pooling arrangement with other insurers where liability of the member to pay
claims pursuant to chapter 176 is incidental to participation in the pool and not as
a result of providing workers’ compensation insurance to employers on a direct
basis under chapter 176; (d) when the reinsurance or contract is limited to all the
- claims of a specific insured of a member which are reimbursed or indemnified by a
reinsurer which, directly or indirectly, through one or more intermediaries, controls
or is controlled by or is under common control with the insured of the member so
long as any subsequent contract or reinsurance of the reinsurer relating to the
claims of the insured of a member is not inconsistent with the bases of exception
provided under clauses (a), (b) and (c) above; or (e) when the reinsurance or
contract is limited to all claims of a specific self-insurer member which are
reimbursed or indemnified by a reinsurer which, directly or indirectly, through one
or more intermediaries, controls or is controlled by or is under common control
with the self-insurer member so long as any subsequent contract or reinsurance of
the reinsurer relating to the claims of the self-insurer member are not inconsistent
with the bases for exception provided under clauses (a), (b) and (c) above.

Whenever it appears to the commissioner that any member that chooses the
higher retention limit has participated in the transfer of liability to any other entity
or reinsured or otherwise contracted for reimbursement or indemnification of
losses below its retention limit in a manner inconsistent with the bases for
exception provided under clauses (a). (b), (c). (d). and (e). the commissioner may.
after giving notice and an opportunity to be heard, order the member to pay to the
state of Minnesota an amount not to exceed twice the difference between the
reinsurance premium for the higher and lower retention limit applicable to the
member for each year in which the prohibited reinsurance or contract was in
effect. Any member subject to this penalty provision shall continue to be bound
by its selection of the higher retention limit for purposes of membership in the
reinsurance association.

[For text of subds 3 to 6, see M.S.1982]

Subd. 7. For losses incurred on or after January 1. 1984, the reinsurance
association shall indemnify the member for the ultimate loss. in excess of the
retention limit in effect at the. time of the loss occurrence, sustained in each loss
occurrence relating to one or more claims arising out of a single compensable
event in another state provided that:

(a) the injured worker is eligible for benefits under section 176.041. subdivi-
sion 2 or 3, but elects to receive benefits under the workers’ compensation statute
of another state in lieu of benefits under chapter 176: and

(b) the ultimate loss indemnified by the reinsurance association shall be
determined as provided in this chapter. except that the benefits shall be equal to
those required to be paid under the workers compensation statute of the state
elected.

History: 1983 ¢ 290 s 7-9

Copyright © 1983 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1983 SUPPLEMENT

83 COMPENSATION INSURANCE 7935

7935 DUTIES; RESPONSIBILITIES; POWERS.
The reinsurance association shall do the following on behalf of its members:
(a) Assume 100 percent of the liability as provided in section 79.34;

(b) Establish procedures by which members shall promptly report to the
reinsurance association each claim which, on the basis of the injury sustained, may
reasonably be anticipated to involve liability to the reinsurance association if the
member 1s held liable under chapter 176. Solely for the purpose of reporting
claims, the member shall in all instances consider itself legally liable for the injury.
The member shall advise the reinsurance association of subsequent developments
likely to materially affect the interest of the reinsurance association in the claim;

(c) Maintain relevant loss and expense data relative to all habilities of the
reinsurance association and require each member to furnish statistics in connection
with liabilities of the reinsurance association at the times and in the form and
detail as may be required by the plan of operation;

(d) Calculate and charge to members a total premium sufficient to cover the
expected liability which the reinsurance association will incur in excess of the
higher retention limit but less than the prefunded limit, together with incurred or
estimated to be incurred operating and administrative expenses for the period to
which this premium applies and actual claim payments to be made by members,
during the period to which this premium applies, for claims in excess of the
prefunded limit in effect at the time the loss was incurred. The prefunded limit
shall be $2,500,000 on and after October 1, 1979, provided that the prefunded limit
shall be increased on January 1, 1983 and on each January | thereafter by the
percentage increase in the statewide average weekly wage, to the nearest $100,000,
as determined in accordance with section 176.011, subdivision 20. Each member
shall be charged a proportion of the total premium in an amount equal to its
proportion of the exposure base of all members during the period to which the
reinsurance association premium will apply. The exposure base shall be deter-
mined by the board and is subject to the approval of the commissioner. In
determining the' exposure base, the board shall consider, among other things,
equity, administrative convenience, records maintained by members, amenability
to audit, and degree of risk refinement. Each member exercising the lower
retention option shall also be charged a premium established by the board as
sufficient to cover incurred or estimated to be incurred claims for the liability the
reinsurance association is likely to incur between the lower and higher retention
limits for the period to which the premium applies. Each member shall also be
charged a premium determined by the board to equitably distribute excess or
deficient premiums from previous periods including any excess or deficient
premiums resulting from a retroactive change in the prefunded limit. The
premiums charged to members shall not be unfairly discriminatory as defined in
section 79.074. All premiums shall be approved by the commissioner;

(¢) Require and accept the payment of premiums from members of the
reinsurance association;

(f) Receive and distribute all sums required by the operation of the reinsu-
rance association;

(g) Establish procedures for reviewing claims procedures and practices of
members of the reinsurance association. If the claims procedures or practices of a
member are considered inadequate to properly service the liabilities of the
reinsurance association, the reinsurance association may undertake, or may con-
tract with another person, including another member, to adjust or assist in the
adjustment of claims which create a potential liability to the association. The
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reinsurance association may charge the cost of the adjustment under this para-
graph to the member, except that any penalties or interest incurred under sections
176.183, 176.221, 176.225, and 176.82 as a result of actions by the reinsurance
association after it has undertaken adjustment of the claim shall not be charged to
the member but shall be included in the ultimate loss and listed as a separate item;
and

(h) Provide each member of the reinsurance association with an annual report
of the operations of the reinsurance association in a form the board of directors
may specify.

History: 1983 ¢ 290 s 10

79.37 BOARD OF DIRECTORS.

A board of directors of the reinsurance association is created and is responsi-
ble for the operation of the reinsurance association consistent with the plan of
operation and sections 79.34 to 79.42. The board consists of 13 directors and the
commissioners of insurance and labor and industry who shall be ex officio
members. Four members of the board shall represent insurers, six members of the
board shall represent employers, at least one, but not more than three, of whom
shall represent self-insurers, and three members of the board shall represent
employees. Members shall elect the insurer directors, and the commissioner of
insurance shall appoint the employer and employee directors from a list presented
to the commissioner by the workers’ compensation advisory council established in
chapter 175, for the terms authorized in the plan of operation. Each board
member is entitled to one vote. Terms of the directors shall be staggered so that
the terms of all the directors do not expire at the same time and so that a director
does not serve a term of more than four years. The board shall select a chairman
and other officers it deems appropriate.

A majority of the board constitutes a quorum, notwithstanding any vacancies.
Action may be taken by a majority vote of the directors present.

History: 1983 ¢ 290 s 11

79.51 RULES.
[For text of subd 1, see M.S.1982]

Subd. 2. [Repealed. 1983 ¢ 290 s 173]
Subd. 3. Rules; subject matter. (a) The commissioner in issuing rules shall
consider:

(1) data reporting requirements, including types of data reported, such as loss
and expense data;

(2) experience rating plans;

(3) retrospective rating plans;

(4) general expenses and related expense provisions;

(5) minimum premiums;

(6) classification systems and assignment of risks to classifications;
(7) loss development and trend factors; '

(8) the workers’ compensation reinsurance association;

(9) requiring substantial compliance with the rules mandated by this section as
a condition of workers’ compensation carrier licensure;
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(10) imposing limitations on the functions of workers’ compensation data
" service organizations consistent with the introduction of competition;

(11) the rules contained in the workers’ compensation rating manual adopted
by the workers’ compensation insurers rating association; and

(12) any other factors that the commissioner deems relevant to achleve the
purposes of chapter 79.

(b) The rules shall provide for the following:

"(1) competition in workers’ compensation insurance rates in such a way that
the advantages of competition are introduced with a minimum of employer
hardship;

(2) adequate safeguards against excessive or dlscnmmatory rates in workers’
compensation;

(3) encouragement of workers’ compensation insurance rates which are as low
as reasonably necessary, but shall make provision against inadequate rates,
insolvencies and unpaid benefits;

(4) assurances that employers are not unfairly relegated to the assngned risk
pool;

(5) requiring all appropriate data and other information from insurers for the
purpose of issuing rules, making legislative recommendations pursuant to this
section and monitoring the effectiveness of competition; and

(6) preserving a framework for risk classification, data collection, and other
appropriate joint insurer services where these will not impede the introduction of
competition in premium rates.

[For text of subd 4, see M.S.1982]
History: 1983 ¢ 290 s 12

79.52 DEFINITIONS.
[For text of subds I to 15, see M.S.1982]

Subd. 16. Attorney’s fees. No loss adjustment expense used to pay attorney
fees or other costs in defense of a workers’ compensation claim shall be charged to
an insured in a merit rating plan or to a plan under section 79.251, subdivision 2.

History: 1983 ¢ 290 s 13

'79.53 PREMIUM CALCULATION.

Subdivision 1. Method of calculation. Each insurer shall establish premiums
to be paid by an employer according to its filed rates and rating plan as follows:

Rates shall be applied to an exposure base to yield a base premium which
may be further modified by merit rating, premium discounts, and other appropri-
ate factors contained in the rating plan of an insurer to produce premium.
Nothing in this chapter shall be deemed to prohibit the use of any premium,
provided the premium is not excessive, inadequate or unfairly discriminatory.

Subd. 2. Study; report. The commissioner of insurance shall conduct a
comparative actuanial study of the exposure bases of employers located within and
outside of the seven county metropolitan area. In addition to the factors required
to be considered by a data service organization under section 79.61, subdivision 1,
the study shall include the activity permitted under section 79.61, subdivision 2,
and specifically, shall include a comparative study of the incidence of litigation in
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relationship to first reports of injuries as between employers within and outside the
metropolitan area. '

For the purposes of this section, “metropolitan area™ has the meaning as
defined in section 473.121, subdivision 2. :

A report on the study shall be made by the commissioner to the legislature by
January 15, 1984.

History: 1983 ¢ 290 s 14
79.63  [Repealed, 1983 ¢ 290 s 173]
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