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STANDARD FIRE INSURANCE POLICY

65A.01 MINNESOTA STANDARD FIRE INSURANCE POLICY.

Subdivision 1. Designation and scope. The printed form of a policy of fire insurance,
as set forth in subdivisions 3 and 3a, shall be known and designated as the “Minnesota stan-
dard fire insurance policy” to be used 1n the state of Minnesota No policy or contract of fire
insurance shall be made, issued or delivered by any insurer including reciprocals or interin-
surance exchanges or any agent or representative thereof, on any property in this state, unless
it shall provide the specified coverage and conform as to all provisions, stipulations, and
conditions, with such form of policy, except as provided in sections 60A.08, subdivision 9;
60A.31t0 60A.351; 65A.06, 65A.29; 72A.20, subdivision 17; and other statutes containing
specific requirements that are inconsistent with the form of this policy. Any policy or con-
tract otherwise subject to the provisions of this subdivision, subdivisions 3 and 3a which in-
cludes either on an unspecified basis as to coverage or for a single premium, coverage against
the peril of fire and coverage against other perils may be issued without incorporating the
exact language of the Minnesota standard fire insurance policy, provided: Such policy or
contract shall, with respect to the peril of fire, afford the insured all the rights and benefits of
the Minnesota standard fire insurance policy and such additional benefits as the policy pro-
vides; the provisions in relation to mortgagee interests and obligations in said Minnesota
standard fire insurance policy shall be incorporated therein without change; such policy or
contract is complete as to its terms of coverage; and, the commussioner 1s satisfied that such
policy or contract complies with the provisions hereof.

Subd. 2. Company information. There shall be printed on the first or front page at the
head of said “Minnesota standard fire insurance policy” the name of the insurer or insurers

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

1011 FIRE AND RELATED INSURANCE  65A.01

1ssuing the policy, the location of the home office or United States office of the insurer or
nsurers, a statement whether said insurer or insurers are stock corporations, mutual corpora-
tions, reciprocal insurers or Lloyds Underwriters; there may be added thereto such device or
devices as the insurer or insurers 1ssuing said policy may desire. Any company organized
under special charter provisions may so indicate upon its policy, and may add astatement of
the plan under which it operates in this state.

Subd. 2a. Facsimile signatures authorized. On any policy of insurance regulated'un—
der this chapter, the signature of an officer or agent of the insurer may be a facsimile signa-
ture.

Subd. 3. Policy provisions. On said policy following such matter as provided in subdi-
visions 1 and 2, printed in the English language 1n type of such size or sizes and arranged in
suchmanner, as is approved by the commissioner of commerce, the following provisions and
subject matter shall be stated in the following words and m the following sequence, but with
the convenient placing, if desired, of such matter as will act as a cover or back for such policy
when folded, with the blanks below indicated being left to be filled in at the time of the 155U~
ng of the policy, to wit:

(Space for listing the amounts of i 1nsurance rates and premiums for the basic coverages
provided under the standard form of policy and for additional coverages or perils provided
under endorsements attached. The description and location of the property covered and the
insurable value(s) of any bulldmg(s) or structure(s) covered by the policy or its attached en-
dorsements; also in the aboye space may be stated whether other insurance 1s Tlimited and if
Limited the total amount ‘permitted.) |

In consideration of the provisions and stipulations herein or added hereto and of the pre-
miumabove specified this company, foratermof. ... from..... (At 12:01 a.m. Standard Time)
to .....(At 12:01 a.m. Standard Time) at location of property involved, to an amount not ex-
ceeding the amount(s) above specified does insure ..... and Ie gal representatlves

(In above space may be stated whether other insurance is limited.) (And if 11rmted the
total amount permitted.) ‘

- Subject to form No.(s) ..... attached heroto

This policy is made and accepted subject to the foregoing provisions and st1pu1at1ons
and those hereinafter stated, which are heéreby made a part of this policy, together with such
provisions, stipulations and agreements ds may be added hereto as provided in this policy

The msurance effected above 1s granted against all loss or damage by fire originating
from any cause, except as hereinafter provided, also any daihage by lightning and by removal
from premuses endangered by the perils insured against in this policy, to the property de-
scribed hereinafter while located or contained as described in this policy, or pro rata for five
days at each proper place to which’any of the property shall necessarily be removed for pres-
ervation from the penls insured against mn this policy, but not elsewhere. The amount of said
loss or damage, except in case of total loss on buildings, to be estimated according to the actu-
al value of the insured property at the time when such loss or damage happens.

If the insured property shall be exposed to loss or damage from the perils insured
against, the insured shall make all reasonable exertions to save and protect same

This entire policy shall be void if, whether before a loss, the insured has w111fu11y, or
after a loss, the insured has willfully and withi intent to defraud, concealed or misrepresented
any material fact or circumstance concerning this insurance or the subject thereof, or the 1n-
terests of the insured theren.

Thas policy shall not cover accounts bulls, currency, deeds, evidences of debt, money or
securities; nor, unless specifically named hereon in writing, bullion, or manuscripts.

This company shall not be liable for loss by fire or other perils insured agamst 1n this
policy caused, directly or indirectly by: (a) enemy attack by armed forces, including action
taken by military, naval or air forces in resisting an actual or immediately impending enemy
attack; (b) invasion, (c) insurrection; (d) rebellion; (e) revolution; (f) civil war; (g) usurped
power; (h) order of any civil authority except acts of destruction at the time of and for the
purpose of preventing the spread of fire, providing that such fire did not originate from any of
the perils excluded by this policy. ,
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Otherinsurance may be prohibited or the amount of msurance may-be limited by SO pro-
viding in the policy or an endorsement, rider or form attached theréto. .

Unless otherwise prov1ded 1n writing added hereto this company shall not be hable for
loss occurring: '’

" (a) while the hazard is increased by any means withm the control or knowledge of the
insured; or

(b) while the described premises, whether intended for occupancy by owner or tenant
are vacant or unoccupied beyond a period of 60 consecutive days; or

(c) as aresult of explosion or riot, unless fire ensue, and 1n that event for loss by fire only.

Any other peril to be insured against or subject of insurarice to be covered in this policy
shall be by endorsement in writing hereon or added hereto.

The ‘extent of the apphcat1on of insurance under this pohcy and the contributions to'be
made by this conipany in case of loss, and any other provision or agreement not mconsistent
with the provisions of this policy, may be proyided for in wr1t1ng added héreto, but no provi-
ston may be waived except such as by the terms of this policy is subject to change.

No permission affecting this insurance shall exist, or waiver of any provision be vald,
unless granted herein or expressed in writing added hereto No provision, stipulation or for-
feiture shall be held to be waived by any requirements or proceeding on the part of this com-
pany relating to appraisal or to any examunation provided for herern.

This policy shall be canceled at any time at the request ‘of the insured, in which case this
company shall, upon demand and surrender of this policy, refund the excess of paid premium
above the customary short rates for the expired time. This policy may be canceled atany time
by this company by giving to the insured 30 days’ written notice of cancellation with or with-
out tender of the excess of paid premium above the pro rata premium for the expired time,
which excess, if not tendered, shall be refunded on demand. Notice of cancellation shall state
that said excess premium (if not tendered) will be refunded on demand.

If loss hereunder is made payable, in whole or in part, to a designated mortgagee or con-
tract for deed vendor not named herein as insured, such interest in this policy may be can-
celed by giving to such mortgagee or vendor a ten days’ written notice of ‘cancellation.

Notwithstanding any other provisions of this policy, if this policy shall be made payable
to a mortgagee or contract for deed, vendor of the covered real estate, no act or default of any
person other than such mortgagee or vendor or the mortgagee’s or vendor’s agent or those
claiming under the mortgagee or vendor, whether the same occurs before or during the term
of this policy, shall render this policy void as to such mortgagee or vendor nor affect such
mortgagee’s or vendor’s right to recover in case of loss on such real estate; provided, that the
mortgagee or vendor shall on demand pay according to the established scale of rates for any
increase of risks not paid for by the insured; and whenever this company shall be liable to a
mortgagee or vendor for any sum for loss under this policy for which no liability exists as to
the mortgagor, vendee, or owner, and this company shall elect by itself, or with others, to pay
the mortgagee or vendor the full amount secured by such mortgage or contract for deed, then
the mortgagee or vendor shall ass1gn and transfer to the company the mortgagee’s or ven-
dor’s interest, upon such payment, in the said mortgage or contract for deed together with the
note and debts thereby secured.

This company shall not be liable for a greater proportron of any loss than the amount
hereby insured shall bear to the whole insurance coverrng the property against the perrl in-
volved.

In case of any loss under this policy the insured shall give immediate written notice to
this company of any loss, protect the property from further damage, and a statement in writ-
ing, signed and sworn to by the insured, shall within 60 days be rendered to the company,
setting forth the value of the property insured, except'm case of total loss on buildings the
value of said buildings need not be stated, the interest of the insured therein, all other insur-
ance thereon, in detail, the purposes for which-and the persons by whom the building insured,
or containing the property insured, was used, and the time at which and manner in'which the
fire originated, so far as known to the insured. -

The insured, as often as may be reasonably required, shall exhibit to any person desig-
nated by this company all that remains of any property herein described, and, after being in-
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formed of the right to counsel and that any answers may be used against the insured in later
civil or criminal proceedings, the insured shall, within a reasonable period after demand by
this company, submit to examinations undet oath by any person named by this company, and
subscribe the oath. The insured, as often as may be reasonably required, shall produce for
examination all records and documents reasonably related to the loss, or certified copies
thereof if originals are lost, at a reasonable tume and place designated by this company or its
representatives, and shall permut extracts and copies thereof to be made .

In case the insured and this company, except in case of total loss on buildings, shall fail
to agree as to the actual cash value or the amount of loss, then, on the written demand of ei-
ther, each shall select a competent and disinterested appraiser and notify the other of the ap-
praiser selected within 20 days of such demand. In case either fails to select an appraiser
within the time provided, thena presiding judge of the district court of the county wherein the
loss occurs may appoint such appraiser for such party upon application of the other party in
writing by giving five days’ notice thereof in writing to the party failing to appoint. The ap-
praisers shall first select a competent and disinterested umpire; and failing for 15 days to
agree upon such umpire, then a pres1d1ng ]udge of the above mentioned court may appoint
such an umpire upon application of party in writing by giving five days notice thereof 1n
writing to the other party. The apprasers shall then'appraise the loss, stating separately actual
value and loss to each item; and, failing to agree, shall submit their differences, only, to the
umplire. An award 1n writing, so itemized, of any two when filed with this company shall de-
termine the amount of actual value and loss. Each appraiser shall be paid by the selecting
party, or the party for whom selected, and the expense of the appralsal and umpire shall be
paid by the parties equally.

It shall be optional with this company to take all of the property at the agreed or ap-
praised value, and also to repaur, rebuild or replace the property destroyed or damaged with
other of like kind and quality within a reasonable time, on giving notice of its intention s0 to
do within 30 days after the receipt of the proof of loss herein required.

There can be no abandonment to this company of any property.

The amount of loss for which this company may be liable shall be payable 60 days after
proof of loss, as herein provided, is received by this company and ascertainment of the loss 1s |
made either by agreement between the msured and this company expressed in writing or by
the filing with this company of an award as herein provided. It is moreover understood that
there can be no abandonment of the property insured to the company, and that the company
will not in any case be liable for more than the sum insured, with interest thereon from the
time when the loss shall become payable, as above provided

No suit or action on this policy for the recovery of any claim shall be sustamable inany
court of law or equity unless all the requirements of this policy have been complied with, and -
unless commenced within two years after inception of the loss.

This company is subrogated to, and may require from the insured an assignment of all
right of recovery against any party for loss to the extent that payment therefor is made by this
company; and the insurer may prosecute therefor in the name of the insured retaining such
amount as the insurer has paid.

Assignment of this policy shall notbe vahd except w1th the written consent of this com-
pany

IN WITNESS WHEREOF, this company has executed and attested these presents.

(Name of ofﬁce) (Name of office)

Subd. 3a. Cancellation. (1) There shall be printed in the policy or an endorsement at-
tached to the policy a printed form in the following words:

When this policy has been 1ssued to cover buldings used for residential purposes other
than a hotel or motel and has been in effect for at least 60 days, or if it has been renewed, this
policy shall not be canceled, except for one or more of the following reasons which shall be
stated in the notice of cancellation:
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. (a) Nonpayment of premium;

(b) Misrepresentation or fraud made by or with the knowledge of the insured in obtain-
ing the policy or n pursuing a claim thereunder;

(c) An act or omission of the insured which matenally increases the risk originally ac-
cepted; :
(d) Physical changes in the insured property which are not corrected or restored w1th1n a
reasonable time after they occur and which result in the property becoming uninsurable; or

"(e) Nonpayment of dues to an association or organization, other than an insurance
association or organization, where payment of dues is a prerequisite to obtaining or continu-
ing the insurance.

Provided, however, that this limitation on cancellation shall not apply to additional cov-
erages in a divisible policy, other than a policy of fire and extended coverage mnsurance. If
this company cancels the additional coverages, 1t may issue a new, separate fire policy at a
premium calculated on a pro rata basis for the remamning period of the oniginal policy.

(2) The provisions of clause (1)(e) shall not be included in the language of the policy or
endorsement unless the payment of dues to an association or organization, other than an 1n-
surance assomatlon or orgamzatlon isa prerequ1s1te to obtalnmg or continuing the insur-
ance.

Subd. 3b. Rescission and voidability. This policy must not be rescinded or voided ex-
cept where the insured has willfully and with intent to defraud concealed or musrepresented a
material fact or circumstance concerning this insurance or the subject of this msurance or the
interests of the insured in this isurance. This provision must not operate to defeat a claim by
a third party or a minor child of the named insured for damage or loss for which the policy
provides coverage.

Subd.4 Additional provisions permitted. (1) There may be printed in the policy or an
endorsement attached to the policy, in case the assured desires liability to attach to several
buildings, divisions or locations under one 1tem, a printed form filed with and approved by
the commissioner of commerce.

?) There may be prmted in the policy or an endorsement attached to the policy, a printed
form in the following words, to wit:

The insured has relinquished all rights to recover for loss or damage by fire from .. .
(here nsert name of individual, partnership, association or corporation)

(3) There may be printed upon a policy issued in complhance herewith the words “Min-
nesota standard fire msurance policy.”

(4) A company, if incorporated or formed in this state, may print in the policy any provi-
sions which 1t is authorized or required by law to insert therein, 1f not incorporated 1n this
state, 1t may, with the approval of the commissioner of commerce, print in the policy any pro-
vision required by 1ts charter or deed of settlement, or by the laws of its own state or country,
not contrary to the laws of this state.

(5) Appropriate forms of other contracts or endorsements whereby the property de-
scribed in such policy shall be insured against one or more of the additional perils which the
insurer is.empowered to assume, and forms of provisions or endorsements which serve to
modify the policy or premium in favor of the insured, may be attached to, used in or in con-
nection with the Minnesota standard fire insurance policy when approved by the commis-
sioner of commerce. Such forms of other contracts, provisions or endorsements attached to
or printed thereon may contain provisions and stipulations inconsistent with the Minnesota
standard fire insurance policy if applicable only to such other perils. There may be placed
upon the Minnesota standard fire 1nsurance policy, in such manner and form as 1s approved
by the commissioner of commerce, such data as may be conveniently included for duplica-
tion on the daily reports for the office records of the company writing the policy.

(6) A company may print or use on its policy, printed forms covering the maintenance or
supervision of security guard’s service, automatic sprinkler service or the maintenance of a
clear space in lumber yards, when approved by the commissioner of commerce, but no such
clause shall contain any provision calling for the lapse or the suspension of the insurance cov-
erage.
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(7) A company may print or use 11 its policy printed forms for insurance against loss of
rents and rental value, leasehold values, use and occupancy, and indirect or consequential
loss or damage caused by change of temperature resulting from the destruction of refrigera-
tion or cooling apparatus, or any of its connections. It may also use a form specifically ex-
cluding the last mentioned hazard.

All contracts of insurance against loss of rents or rental values, use and occupancy, shall
contain the following provisions:

The period of indemnity under this contract shall be limited to such length of time (com-
mencing with the date of the fire or lightning and not limited by the date of the expiration of
the policy) as would be required through the exercise of due diligence and dispatch to re-
build, repair or replace such part of the property described in said policy as may be destroyed
or damaged.

(8) There may be printed in the policy in a convenient place approved by the commis-
sioner of commerce, or on an endorsement attached to the policy, a printed form providing
that in the case of loss, such loss shall be payable to the mortgagee, or other persons, as their
interest may appear, to wit:

Sub]ect to the stipulations, provisions and conditions contamed n this policy, the loss, if
any, is payable to ....., mortgagee, as the mortgagee’s interest may appear.

Subd. 5. Provision prohibited, total loss; limiting ameunt to be paid. No provision
shall be attached to or included m such policy limiting the amount to be paid in case of total
loss on buildings by fire, lightning or other hazard to less than the amount of insurance on the
same.

Subd. 6. When policies covered by this section are subject to limitations or cancellation
as provided 1n subdivision 3a, the notice of cancellation shall include a statement of the rea-
son for cancellation in a sufficiently clear and specific form so that an insured of reasonable
mtelligence will be able to 1dentify the basis for the company’s cancellation without making
further inquiry.

History: 1967 ¢ 395 art 6s 1, 1978 ¢ 769 s 1-3; 1979 ¢ 1155 2; 1983 ¢ 208 5 I;
1983 ¢ 289 s 114 subd 1; 1984 ¢ 592 5 50; 1984 c 655 art 1 s 92; 1986 ¢ 444; 1987 ¢ 337
5 89; 1994 ¢ 435 5 1; 1994 ¢ 485 5 51,65, 1995 ¢ 258 5 46, 1996 c 446 art 1 5 53

PROVISIONS RELATING TO OPERATIONS

65A.02 JOINT POLICY.

When two or more authorized companies unite in the 1ssue of a joint policy, the heading
thereof may show the severalty of the contract, and the policy shall show the proportion of
premiums to be paid to each, and the proportion of hability which each assumes, and shall
contain a provision to the effect that service of process, or any notice or proof of loss required
by such policy, upon any of the insurers executing such policy, shall be deemed to be service
upon all such'insurers.

History: 1967 ¢ 395 art6 s 2

65A.03 BINDERS, TEMPORARY INSURANCE.

Subdivision 1. Generally. Binders or other contracts for temporary insurance may be
made orally or in writing, and shall be deemed to include all the terms of such standard fire
nsurance policy and all such applicable endorsements as may be designated in such contract
of temporary insurance; except that the clause specifying the hour of the day at which the
insurance shall commence, may be superseded by the express terms of such contract of tem-
porary insurance.

Subd. 2. Evidence for property purchase financing. A duly authorized binder shall be
acceptable as evidence of insurance coverage required as a condition of financing the pur-
chase of real or personal property, provided that a mortgagee or lender shall not be required to
accept renewal or extension thereof, This section does not require the approval of a binder by
any person, firm, corporation, trustee, director, officer, agent, or employee, where there are
reasonable grounds for believing that the insurance evidenced by the binder is unsatisfactory
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as to placement with an unauthorized insurer, the financial solvency of the insurer, adequacy
of the coverage, adequacy of the insurer to assume the risk to be insured, the assessment fea-
ture to which the policy is subject, or other grounds which are not arbitrary, unreasonable, or
discriminatory, nor does this section forbid the securing of insurance or a renewal thereof at
the request of the borrower or because of the borrower’s failure to furnish necessary insur-
ance or renewal thereof

Subd. 3. Penalty. If any person firm, corporation, trustee d1rector officer, agent or
employee, refuses to accept a duly authorized binder pursuant to subdivisions 1 and 2, the
commissioner of commerce may issue an order requiring-acceptance and impose a civil pen-
alty of $500 per violation.

History: 7967 ¢ 395 art 6 s 3; 1984 ¢ 592 s 51; 1987 ¢ 337 5 90

65A.04 EFFECT ON SECTION 65A.08.

Nothing in the preceding sections of this chapter shall be construed to limut the effect of
or 1n any way modify or repeal section 65A 08.

History: 1967 ¢ 395 art6s4

65A.05 NUCLEAR REACTION RADIATION OR RADIOACTIVE CONTAMI-
NATION; ENDORSEMENT.

Loss or damage caused by nuclear reaction, nuclear radlatlon orradioactive contarmina-
tion, all whether directly or indirectly resulting from an insured peril under the standard
policy issued pursuant to sections 65A.01, 65A.02, 65A.03, and 65A.04, may be insured un-
der said policy only by a written endorsement providing such insurance, with such endorse-
ment affixed to said standard policy.

History: 1967 ¢ 395 art6s 5

65A.06 MOTOR VEHICLE, OCEAN AND INLAND MARINE POLICIES.

Insurance on automobiles, motorcycles, other motor vehicles, or on property insured by
ocean marine, and inland marine policies as defined by section 70A.03, clause (3), against
loss or damage by fire, when combined 1n one policy with insurance against one or more of
the other hazards mentioned in section 60A.06, subdivision 1, clause (1), need not be in ac-
cordance with section 65A.01, but in no event shall this section be applicable to insurance on
buildings or structures.

History: 1967 ¢ 395 art 6 s 6; 1971 ¢ 24 5 10

65A.061 CREDITORS LIMITED TO EXISTING INSURANCE. ,

When a creditor requires a debtor to provide insurance on real or personal property se-
curity against reasonable risks of loss, damage, or destruction, no msurance shall be sold or
placed by or through the creditor if the debtor provides the creditor with a Joss payable
through existing policies of insurance that the debtor owns or controls. This section does not
apply if the existing insurance is in an amount less than the amount of indebtedness to be
secured on the real or personal property.

This section does not prevent the disapproval of the insurer or a policy of insurance
where there are reasonable grounds for believing that the insureris msolvent or that the insur-
ance is unsatisfactory as to placement with an unauthorized insurer, adequacy of the cover-
age, adequacy of the insurer to assume the risk to be sured, the assessment features to which
the policy is subject, or other grounds that are based on the nature of the coverage and that are
not arbitrary, unreasonable, or discriminatory. This section does not prevent a mortgage
lender or mortgage servicer from requiring that a policy of insurance or renewal of the policy
be m conformance with standards of the Federal National Mortgage Association or the Fed-
eral Home Loan Mortgage Corporation; nor does this section forbid the securing of a policy
of insurance or a renewal of the policy at the request of the borrower or because of the bor-
rower’s failure to furnish the necessary insurance or renewal.

This section supersedes any inconsistent provision of law to the contrary.

History: 1989 ¢ 3305 25
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65A.07 CANCELLATION OF FIRE POLICY.

Any fire insurance company which has not collected the premium on its policy at the
tume of the delivery thereof may print or endorse, or attach by rider, on its policy the follow-
ing clause:

“If the insured hereunder shall not have actually paid the premium hereon, or any part
thereof, within' 60 days from the date of this policy, then this policy may be canceled by the
insurer by giving five days’ written notice to the msured and to the mortgagee, or other per-
son to whom the policy is made payable, if any, without tendering any part or portion of such
premium, anything to the contrary m the policy contract notwithstanding.”

History: 1967 ¢ 395art6s7

65A.08 SPECIAL PROVISIONS. , .

Subdivision 1. [Repealed, 1979 ¢ 175 s 1]

Subd. 2. Amount collectible. In the absence of any change increasing the risk, without
the consent of the insurer, of which the burden of proof shall be upon it, and in the absence of
intentional fraud on the part of the insured, the insurer shall pay the whole amount mentioned
in the policy or renewal upon which it receives a premium, 1n case of total loss, and in case of
partial loss, the full amount thereof.

Subd. 3. Agreement as to amount of loss. Policies on farm buildings or other structures
may, m consideration of a reduction in the premium by the company, include a provision de-
termining the amount of loss in connection with repair or replacement of the insured proper-
ty.

Subd. 4. Prorating provided. If there are two or more policies upon the property, each
shall contribute to the payment of the whole or partial loss in proportion to the amount speci-
fied.

Subd. 5. Coinsurance provision. Any policy may contain a coinsurance clause, if the
nsured requests the same, in writing, of which fact such writing shall be the only evidence,
and 1f, in consideration thereof, a reduction in the rate of premium is made by the company.
When so demanded and attached to the policy, this agreement shall be binding upon both the
insured and the company, and, 1n case of loss, the actual cash value of the property so insured
at the time of the loss, including the buildings, shall be the basis for determining the proper
amount of the coinsurance, and the amount of loss, notwithstanding any previous valuation
of the building

Subd. 6. Term of policies. No company shall knowingly issue any policy upon property
1n this state for a longer term than five years.

History: 1967 ¢ 395 art6s 8

65A.09 INSURANCE IN EXCESS OF VALUE.

No company shall knowingly issue any policy upon property in this state for an amount
which, together with any existing insurance thereon, exceeds the fair value of the property
Any company willfully insuring property for more than 1ts real value shall forfeit to the state,
for the benefit of the school fund, double the premmum collected on the policy.

History: 1967 c395art6s9

65A.10 LIMITATION

Subdivision 1. Buildings. Nothing contained 1n sections 65A 08 and 65A.09 shall be
construed to preclude insurance against the cost, m excess of actual cash value at the time any
loss or damage occurs, of actually repairing, rebuillding or replacing the msured property.
Subject to any applicable policy limits, where an insurer offers replacement cost insurance:
(i) the insurance must cover the cost of replacing, rebuilding, or repairing any loss or dam-
aged property in accordance with the minimum code as required by state or local authorities;
and (i1) the insurance coverage may not be conditioned on replacing or rebuilding the dam-
aged property at its original location on the owner’s property if the structure must be relo-
cated because of zoning or land use regulations of state or local government. In the case of a
partial loss, unless more extensive coverage is otherwise specified in the policy, this cover-
age applies only to the damaged portion of the property.

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

65A.10 FIRE AND RELATED INSURANCE 1018

Subd 2. Personal property. Subject to applicable policy limits, replacement cost in-
surance coverage for personal property must cover the cost of replacing or repairing any loss
or damaged property. In the case of a partial loss, unless more extensive coverage 1s other-
wise specified in the policy, this coverage applies only to the damaged portion of the proper-
ty. If a homeowner’s policy does not provide replacement cost coverage for personal proper-
ty, the declarations page of the policy shall so indicate by containing the term “nonreplace-
ment cost.”

History: ]9670395art6s 10; ]9870337s9] 1991 ¢ 244 s 1; ]9960446art]s
54

65A.11 PAYMENT TO MORTGAGEE.

When the whole, or any part, of the loss 1s payable, in terms or otherwise, to or for one or
more mortgagees, upon proof before payment of the rights of the parties, the company shall
pay the same in the order of priority to the extent of its liability and every such payment to
such extent shall be payment and satisfaction of its liability under the policy.

History: 1967 ¢ 395 art 6 s 11

65A.12 WAIVER OF RIGHT TO ARBITRATION.

Subdivision 1. Right to arbitration. Any person who shall not, within 20 days after
writtenrequest, appoint a qualified appraiser, as provided in the policy, shall at the election of
the other party be deemed to have waived the right to appraisal, and, if it be the insurer, shall
be liable to suit.

Subd. 2. Appraiser. No person shall be a qualified appraiser who is not aresident of the
state, disinterested, and willing to act.

History: 1967 ¢ 395 art 6 5 12

65A.13 LIABILITY OF COMPANY.

Notwithstanding any penalty prescribed for the making, issuing, or delivery of any
pohcy in violation of any provision of law, every such policy shall be bmdmg upon the com-
pany issuing the same.

History: 1967 ¢ 395 art6s13

65A.14 PERSON WHO PROCURES AN APPLICATION AGENT OF ISSUING
COMPANY. .

Every person who solicits msurance and procures an application therefor shall be held
to be the agent of the party afterward issuing insurance thereon or a renewal thereof.

History: 1967 ¢ 395 art 6 s 14

65A.15 VIOLATION.

Every company and every agent who shall willfully make, issue, or deliver a policy n
violation of sections 65A.01, 65A 02, and 65A.03 shall be guilty of a gross misdemeanor, but
every stipulation of the policy in favor of the insured shall, nevertheless be bmdlng upon the
company issuing the same. :

History: 1967 ¢ 395 art 6 s 15
OPTIONAL SPECIAL RESERVE FUND

65A.16 GUARANTY SURPLUS AND SPECIAL RESERVE FUND.

Any insurance company organized under the laws of this state authorized to transact a
fire insurance business may create the funds herein provided for, to be known and designated
as the guaranty surplus fund and the special reserve fund, and may avail itself of the provi-
sions of sections 65A.16 to 65A.24, upon complying with the requirements thereof.

History: 1967 ¢ 395 art 6 s 16; 1997 c 7art 1 s 19
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65A:17 ACTION OF STOCKHOLDERS FILED WITH COMMISSIONER.

Any such msurance company, desiring to create such funds, may do so if such action 1s
authorized by its stockholders, upon the adoption of a resolution to that effect by 1ts board of
directors at a regular meetmg of the board, or at any special meeting called for that purpose,
and filing with the commissioner a copy thereof, declarmg the intention of the company to
create these funds and to do business under the provisions of sections 65A.16to 65A.24; and,
as soon after the filing of a copy of the resolution as convenient, the commissioner shall
make, or cause to be made, an examination of the company, and shall make a certificate of the
result thereof, which shall particularly set forth the amount of surplus funds held by the com-
pany at the date of the examination, thé whole or any part of which, under the provisions of
sections 65A.16 to 65A.24, may be equally divided between and set apart to constitute guar-
anty surplus and special reserve funds, which certificate shall be recorded in the department
of commerce

History: 1967 ¢ 395 art 6 s 17; 1983 ¢ 289 s 114 subd I; 1984 c655artls92;
1986 c 444; 1997 c 7 art 1 s 19

65A.18 DIVIDENDS DECLARED OUT OF SURPLUS PROFITS.

After the date of ﬁhng any such resolution with the commissioner, the company shall
not make or declare or pay in any form any dividend upon its capital stock, exceeding eight
percent per annum thereupon and six percent per annum upon the surplus funds to be formed
hereunder, until after 1ts guaranty surplus fund and its special reserve fund shall have togeth-
er accumulated to an amount equal to its capital stock or to the sum of $2,000,000; and any
part of the surplus profits of the company above this annual dividend may be equally divided
between and set apart to constitute the guaranty surplus fund and the special reserve fund,
which funds shall be held and used as hereinafter provided, and not otherwise. Any company
doing business under sections 65A 16 to 65A.24, whose guaranty surplus fund and special
reserve fund shall have together accumulated to an amount equal to its capital stock or to the
sum of $2,000,000. may, from time to time, declare dividends out of its surplus profits in such
amounts as its board of directors may prescribe, subject only to the limitation that the pay-
ment of these dividends shall not deplete its capital, nor reduce the aggregate amount of the
guaranty surplus and special reserve funds to an amount less than the amount of its capital
stock, or ifits capital stock exceeds $2,000,000, to an amount less than $2,000,000; and, sub-
ject to the further limitation that no dividends exceeding ten percent upon the capatal stock
shall be declared in any year if the payment thereof would reduce the aggregate amount of all
surplus funds, including guaranty surplus and special reserve funds, below an amount equal
to 30 percent of its unearned premiums. Any company doing business under sections 65A.16
to 65A.24, which shall declare or pay any dividend contrary to the provisions herein con-
tained, shall be liable to be proceeded agamst under chapter 60B for its dissolution.

History: 1967 ¢ 395 art 6 s 18; 1969 ¢ 708 5 63; 1997 ¢ 7art 1 5 19

65A.19 EXAMINATION.

, ‘When the company shall notify the commissioner that it has fulfilled the requirements
already expressed 1n sections 65A.16 to 65A.24, and that its guaranty surplus fund and its
special reserve fund, taken together, equal its capital stock or amount to the sum of
$2,000,000, the commissioner shall make an examination of the company and make a certifi-
cate of the result thereof, and file the same in the commussioner’s office and, if the commus-
sioner shall find that the combined furids shall equal the capital stock of the company or
amount to the sum of $2,000,000, thereafter the company may continue, out of any subse-
quent profits of its business, to add to these funds; provided, that when any addition 1s made
to the special reserve fund, an equal sum shall be carried to the guaranty surplus fund.

History: 1967 ¢ 395 art 6 5 19; 1986 ¢ 444; 1997 c 7 art 1 s 19

65A.20 ITEMS CONSIDERED IN ESTIMATING PROFIT.

In estimating the profit of any such company for the purpose of making a division there-
of between the guaranty surplus fund and the special reserve fund, until these funds shall to-
gether amount to a sum equal to the capital stock of the company or amount to the sum of
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$2,000,000, there shall be deducted from the gross assets of the company, including for this
purpose the amount of the special reserve fund, the sum of the following items:

(1) The amount of all outstanding claims;

(2) An amount sufficient to meet the hability of the company for the unearned pre-
miums upon its unexpired policies, which amount shall at least equal one-half the premiums
received on policies having one year or less to run from the date of policy, and a pro rata pro-
portion of the premiums received on the policies having more than one year to run from the
date of policy, and shall be known as the reinsurance liability;

(3) The amount of its guaranty surplus fund and of its spec1a1 reserve fund;

(4) The amount of the capital of the company; and

(5) Interest at the rate of eight percent per annum upon the amount of cap1ta1 and s1x
percent per annum upon the amount of the said funds for whatever time shall have elapsed
since the last preceding cash dividend. The balance shall constitute the net surplus of the
company, any portion of which is subject to an equal division between these funds, as herein
provided.

History: 1967 ¢ 395 art 6 s 20

65A.21 INVESTMENT OF GUARANTY SURPLUS.

The guaranty surplus shall be held and be invested by the company 1n the same manner
as 1ts capital stock and surplus accumulation may be held and be invested, and shall be liable
and applicable in the same manner as the capital stock to the payment generally of the losses
of the company.

History: 1967 c395art6s2l

§

65A.22 INVESTMENT OF SPECIAL RESERVE FUND

The speci ial reserve fund shall be invested according to existing laws relating to invest-
ments of capital by fire insurance companies and shall be deposited, from time to time, as the
same shall accumulate and be invested, with the commissioner mn accordance with section
60A. 10, subdivision 4, who shall permit the company depositing the same to change these
deposits by substituting for those withdrawn others of equal amount and value, and to collect
and receive the interest or dividends upon these securities as the same may accrue; and this
fund shall not be regarded as any part of the assets 1n possession of the company, so as to be or
render the same liable for any claim for loss by fire, or otherw1se except as provided in sec-
tions 65A.16 to 65A.24.

Hlstory 1967 c 395 art 65 22; 1974 c 42557, 1997 c 7art 1 s 19

65A.23 WHEN CLAIMS EXCEED GUARANTY SURPLUS AND CAPITAL
STOCK.

(1) When the claims upon the company shall exceed the amount of its capital stock and
of guaranty surplus fund, provided for by sections 65A.16 to 65A.24, and of 1ts surplus funds,
other than the special reserve fund, the company shall notify the commissioner of the fact,
who shall then make, or cause to be made, an examination of the company, and issue a certifi-
cate of the result, showing the amounts of capital, of guaranty surplus fund, of spemal reserve
fund, of reinsurance liability, and of other assets, and upon the commissioner’s 1ssu1ng this
certificate, 1n duplicate, one copy to be given to the company and one to be recorded in the
department of commerce, the special reserve fund shall be immediately held to protect all
policyholders of the company, other than such as are clalmants upon it at the date of the certif-
icate, and the special reserve fund, together with other assets, certified by the commussioner
as equal in value to the amount of the unearned premiums of the company, to be ascertained,
as hereinbefore provided, shall constitute the capital and assets of the company for the
protection of policyholders, other than these claimants, and for the further conduct of its
business, and any official certificate of the commissioner, herein provided for, shall be bind-
ing and conclusive upon all parties interested in the company, whether as stockholders, credi-
tors, or policyholders, and upon the payment to claimants who are such at the date of the cer-
tificate, of the full amount of the capital of the company and of its guaranty surplus fund and
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of its assets at that date, excepting only the special reserve fund and an amount of 1ts assets
equal to the liability of the company for unearned premiums; as so certified by such commis-
sioner of commerce, the company shall be forever dlscharged from any and all further liabil-
ity to these claimants, and to each of them, and the commissioner shall, after issuing a certifi-
cate, upon the demand of the company, transfer to it all such securities as shall have been
deposited by the company as a special reserve fund and, if the amount of this special reserve
fund be less than 50 percent of the full amount of the capital of the company, if the capital be
$2,000,000, or less, or if the amount of the special reserve fund be less than $1,000,000, if the
capital be over $2,000,000, a requisition shall be issued by the commissioner upon the stock-
holders, to make up the capital to that proportion of its full amount, not exceeding
$1,000,000; provided, that any capital so impaired shall be made up at least to the sum of
$100,000, and 1n case the company, after this requisition, shall fail to make up 1ts capital at
least to the sum of $100,000, as therein directed, the special reserve fund shall still be held as
security and liable for any and all losses occurring upon policies of the company.

(2) If, after this application of the special reserve fund and requisition on the stockhold-
ers, the par value of outstanding shares of stock shall exceed the new amount of caputal so
established, outstanding shares, to the amount of the excess, shall be surrendered by the
stockholders pro rata.

(3) The company shall, m its annual statement to the commmssioner, set forth the amount
of the special reserve fund and of its guaranty surplus fund. |

/(4) If, in consequence of the payment of losses by fires, or of the expenses of the busi-
ness, or of the interest or dividends payable under the provisions of sections 65A.16 to
65A.24 to stockholders, or from any cause, the guaranty surplus fund shall be reduced 1n
amount below the amount of the spemal reserve fund, the directors of the corporation shall
make no additions to the special resérve fund until the guaranty ‘surplus fund 1S €qual to the
special reserve fund

(5) The policy registers, insurance maps, books of record, and other books in use by the
company in its business, and 1ts policy and other blanks, office furnitiire, fixtures, and sup-
plies are not to be considered as assets, but shall be held by the company for its use in the
protection of its policyholders.

(6) If any amount greater than 4 sum equal to one—half of its capital stock shall by the
company under the provisions of sections 65A.16 to 65A 24, have been deposited with the
commussioner, the commissioner shall retain of these securities an amount equal to one—half
of what amount the commissioner shall so hold thereof m excess of a sum equal to such one—
half of such capital stock if the cap1tal be $2,000,000, or less, or1n excess of $3,000,000 if the
capital be over $2,000,000, and the commissioner shall transfer the balance thereof to the
company, as herein provided, and the amount so transferred to the company shall, from the
time of the transfer, provided the amount thereof shall not be less than $100,000, constitute
the capital stock of the company for the further conduct of 1ts business, as hereinbefore pro-
vided, and the securities so retained shall be regarded as the special reserve fund of the com-
pany, to which additions may be made, as herein provided, and shall be held in the same man-
ner, and for the same purpose, and under the same conditions, as the original special reserve
fund of the company was held. The provisions of this section, providing for discharge of the
company from further liability to existing claimants upon application to the payment of such
claims of its capital, surplus, and assets, excepting the special reserve fund, and dn amount
equal to the liability for unearned premiums, shall not be construed to relieve the stockhold-
ers of the corporation from any liability 1mposed by the constitution of thus state.

History: 1967 ¢ 395 art 6 s 23; ]983c289s114 subd] 1984 ¢ 655 art 1 5 92;
1986 ¢ 444; 1997 ¢ 7art'1 s 19

65A.24 STOCKHOLDERS TO MAKE UP IMPAIRMENT.

If, at any time after the special reserve fund shall have been dccumulated by any compa-
ny, the directors of the company shall present evidence satisfactory to the commussioner that
the capital of the company has become impaired, the commissioner shall order the directors
to call upon the stockholders to make up this impairment, and the board of directors may
thereupon require the necessary payment by the stockholders to make good the whole of the
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impairment, or they may apply for that purpose the whole or any part of the special reserve
fund and require of the stockholders payment of such amount as may be necessary to make up
the balance of the impairment not made up out of the special reserve fund. The stock of every
stockholder shall be pledged and liable for the amount assessed to make up the impairment,
either in whole or in part, and in case any stockholder refuses to pay the assessment, the stock
standing in that person’s name may be sold.at public auction, after 30 days’ notice, in such
manner as the directors may provide. If the board of directors elect to make good the impair-
ment, or any part thereof, out of the special reserve fund, the comrussioner shall, upon re-
quest of the board, transfer to the company so much of the special reserve fund as is necessary
for the purpose. No company doing business under sections 65A.16 to 65A.24 shall insure
any larger amount upon any single risk than 1s permitted by law to a company possessing the
same amount of capital, irrespective of the fund provided for.in sections 65A.16 to 65A.24.

History: 1967 ¢ 395 art 6 5 24; 1986 c 444; 1997 c 7art 1 s 19
65A.25 [Repealed, 1996 ¢ 446 art 1 s 72; 1998 ¢ 339 5 72] ’

HAIL INSURANCE

65A.26 HAIL INSURANCE, POLICIES, LOSS ADJUSTMENT.

Every policy of insurance against damage by hail issued by any company, however or-
ganized, must provide as follows: “In case of loss under this policy, and failure of the parties
to agree as to the amount of the loss, it is mutually agreed that, on written demand of either
party, the company and the insured each shall select a competent appraiser and notify the oth-
er of the appraiser selected within ten days of the demand. The appraisers shall first select a
competent and disinterested umpire; and, failing for ten days to agree upon the umpire, then,
on request of either appraiser, the umpire shall be selected by a judge of a court of record in
the state in which the property covered is located By mutual agreement the two appraisers
may agree to have the umpire selected by a judge of a court of record and waive the ten—day
provision. '

The appraisers and the umpire shall then appraise the loss. A written award of any two of
these persons determines the amount of loss. The written award of a majority of these refer-
ees is final and conclusive upon the parties as to amount of loss, and this selection, unless
waived by the parties, is a condition precedent to any right of action to recover for a loss. No
suit for the recovery of any claim by virtue of this policy may be sustained unless commenced
within one year after the loss occurred.” The policy must also prov1de the form, manner, and
length of notice to be given to the company by the insured of any loss sustained.

History: 1967 ¢ 395 art 6 s 26; 1973 ¢ 363 5 1; 1974 ¢ 161 s 4; 1983 ¢ 208 5 2
HOMEOWNER’S INSURANCE

65A.27 DEFINITIONS.

Subdiviston 1. For purposes of sections 65A.27 to 65A.30 the following terms have the
meanings given.

Subd. 2. “Commissioner” means the commissioner of commerce.

Subd. 3. “Decline” or “declination” means an agent’s refusal to accept an application
for homeowner’s insurance or an insurer’s refusal to 1ssue a policy of homeowner’s insur-
ance to a person who has submitted a written application.

Subd. 4. “Homeowner’s insurance” means insurance coverage, as provided in section
60A.06, subdivision 1, clause (1)(c), normally written by the insurer as a standard homeown-
er’s package policy or as a standard residential rentet’s package policy.

Subd. 5. “Insurer” means any insurer licensed to write insurance, as defined in section
60A.06, subdivision 1, clause (1), and writing homeowner’s insurance 1n this state.

Subd. 6. “Metropolitan area” means the area defined in section 473.121, subdivision 2.

Subd. 7. “Nonpayment of premmum” means a failure of the named insured to pay the
premium when due on a policy of homeowner’s insurance or any installment of the premium,
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whether the premium 1s payable directly to the insurer or its agent or indirectly under a pre-
mium finance plan or an extension of credut.

Subd. 8. “Renewal” or “renew” means an insurer’s 1ssuance and delivery to the insured
of a new insurance pohcy at the end of the policy period of an existing policy wriften by the
msurer or an insurer’s issuance and delivery of a certificate or notice extending the' term ofa
policy beyond 1ts policy period or term.

History: 1979 ¢ 207 s 2; 1983 ¢ 289 s 114 subd 1; 1984 ¢ 655 art 1. s 92; 1996 c
3265 1

65A.28 DISCLOSURE AND FILING REQUIREMENTS. :

Subdivision 1. Each insurer writing homeowner’s msurance for property located in the
metropolitan area or a statutory or home rule charter city of the first class shall compile and
file annually with the commussioner on or before May 1 a report for the preceding calendar
year. This report shall contain the following information reported by postal zip code areas for
each zip code area located in a city of the first class which contains property for which the
insurer wrote, declined to write, or canceled homeowner’s insurance:

(a) the number of policies written;

(b) the number of policies canceled,;

(c) the number of policies nonrenewed; and

(d) the number of applications for homeowner’s insurance declined.

If the commissioner determines that additional information is necessary to effectuate
the purposes of sections 65A.27 to 65A.29 and 72A. 20 subdivision 13, the commrsswner
may require, by rule:

(i) that the required information be reported for additional areas of the state, or

(i) that additional types of information, including premium and claims data, be re-
ported for some or all of the areas subject to the reporting requirements.

If the commussioner has reason to believe that an msurance company or insurance agent
has violated section 72A.20, subdivision 13 or 14, the commissioner may issue an order re-
quiring the company or agent to compile and submit within a reasonable time informatton on
1ts homeowner’s insurance marketing, tnderwriting, or rating practices for a specific geo-
graphic area or areas. This information' may be in addition to the types and categories of in-
formation required to be reported by this section or rules promulgated under subdivision 4.

Subd. 2. The commussioner shall make the reports filed pursuant to subdivision 1 avail-
able for. public inspection.

Subd 3 Any insurer required to report under this section which fails to f11e a report,
containing the data and within the time prescribed by this section or rules promulgated under
subdivision 4, shall be subject to a penalty of $10 for each day in default. Any penalty im-
posed under this section may be recovered m a civil action brought by and in the name of the
state. , .
Subd. 4. The commissioner may prescribe rules necessary to carry out the purposes of
this section. The rules may provide for classifications, differentiations, adjustments or ex-
ceptions, as in the judgment of the commussioner are necessary and proper to effectuate the
purposes of, prevent circumvention or evasion of, or to facilitate compliance with this sec-
tion.

" History: 1979 ¢ 207 s 3; 1986 ¢ 444

65A.29 CANCELLATION; NONRENEWAL; REFUSAL TO WRITE.

Subdivision 1. Cancellation. No insurer may cancel a policy of homeowner § insur-
‘ance except for the reasons specified in section 65A.01.

Subd. 2. [Repealed, 1984 ¢ 602 s 6]

Subd. 3. Refusal to write. Upon completion in writing of the insurer’s application form
for homeowner’s insurance, any person having an msurable interest in real or tanglble prop-
erty at a fixed location shall be entitled upon written request either (a) to the insurer’s offer of
coverage, including type, amount and premium cost of coverage, or (b) to a written declina-
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tion, stating specifically the underwrmng or other reason for the refusal to write. For pur-
poses of this subdivision, “insurer” means only an nsurer writing or offering to write home-
owner’s insurance for property in the same statutory or home rule charter city or town in
which the applicant’s property is located.

Subd 4. Form requirements. Any notice or statement required by subdivisions 1 to 3,
or any other notice canceling a homeowner’s insurance policy must be wrltten in language
which is easily readable and understandable by a person of average intelligence and under-
standing: The statement of reason must be sufficiently specific to convey, clearly and without
further inquiry, the basis for the msurer’s refusal to renew or to write the insurance coverage.

Subd. 5. Inclusion in polncnes after 1980. Notwithstanding sections 65A 01 and
65A.07,any pohcy of homeownér’s insurance 1ssued after January 1, {980 shall contain non-
renewal provisions consistent with this section

Subd. 6. Immunity of insurer or commissioner. There shall be no liability on thé part
of and no cause of action of any nature shall arise against the commissioner or aganst any
insurer, its authorized representative, its agents, its employees or any firm, person or corpo-
ration furnishing to the insured information as to reasons for declination, nonrenewal, or can-
cellation, for any statement made by them 1n any written notice of declination, nonrenewal or
cancellation, for the providing of information relating thereto, or for statements made or evi-
dence submitted at any hearings or investigations conducted 1n connection therewith. This
subdivision shall not apply to any action or proceeding arising under section 72A.20.

Subd. 7. Renewal; notice requirement Nonsurer shall refuse to renew, or reduce lim-
its of coverage, or elimnate any coverage in a homeowner’s insurance policy unless it mails
or delivers to the insured, at the address shown in the policy, at least 60 days’ advance notice
of its intention. The notice must contain the specific underwriting or other reason or reasons
for the indicated action.

Proof of mailing this notice to the msured at the address shown in the policy is sufficient
proof that the notice required by this section has been given.

Subd. 8. Rules. (a) The commissioner may adopt rules pursuant to chapter 14, to specify
the grounds for nonrerewal, reduction in limits of coverage, or elimination of coverage of a
homeowner’s policy. The rules must limit the grounds to the following factors.

(1) reasons stated for cancellation in section 65A.01, subdivision 3a;

(2) reasons'stated in section 72A.20, subdivision 13;

(3) insured’s loss experience, not to include natural causes, and

(4) other factors deemed reasonable by the commissioner.

The rules may give consideration to the form and content of the termination notice to the
insured, a statement as to what constitutes receipt of the termination notice, and the proce-
dure by which the insured may appeal a termination notice

The rules adopted under this subdivision may provide for imposition of a monetary pen-
alty not greater than $500 per occurrence upon insurers who are found to be in violation of the
law or the rules.

(b) In addition to any rules adopted under this subdivision, an insured may appeal any
nonrenewal under this section to the commissioner of commerce. If the cornmissioner finds
that the nonrenewal is unjustified, arbitrary, or capricious, the commissioner shall order the
insurer to reinstate the insured’s policy. The commissioner’s order may be appealed pursuant
to chapter 14. The insured’s policy shall continue in force pending the conclusion of the ap-
peal to the commissioner. The insurer must notify the insured of the insured’s right to appeal
the nonrenewal to the commussioner in the notice of nonrenewal required under subdivision

Subd. 9. Notice.of right to complain. A named insured who believes a nonrenewal,
reduction 1n the limits of coverage, elimination of coverage, or cancellation under section
65A.01, subdivision 3a, 1s in violation of the law or the rules may, within 30 days after receipt
.of the notice, file in writing an objection to the action with the commussioner.

Upon receipt of a written objection, the commissioner shall notify the insurer of receipt
of the objection and of the right of the insurer to file a written response within ten days of
recelpt of the notification. Within 30 days of receipt of written objectlon by an insured, the
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commissiener shall approve or disapprove the insurer’s action and shall notify the insured
and insurer of the final decision. A decision which disapproves the insurer’s action consti-
tutes a charge that the insurer has violated the law or the rules. Exther party may institute pro-
ceedings for judicial review of the commissioner’s decision. The commissioner’s decision 1s
binding pending judicial review.

Subd. 10. Return of unearned premium. Cancellation of a policy of homeowner’s in-
surance pursuant to this section 1s not effective unless any unearned premium due the insured
is returned to the insured with the notice of cancellation or is delivered or sent by mail to the
insured so as to be recéived by the insured not later than the effective date of cancellation If
the premium has been paid by the insured’s agent and debited to the agent’s account with the
company, upon cancellation, the unearned premium must be credited to the agent’s account
with the company.

* Subd 11. Nonrenewal. Every insurer shall establish a plan that sets out the minimum
number and amount of claims during an experience period that may result in a nonrenewal.

No homeowner’s insurance policy may be nonrenewed based on the insured’s loss ex-
perience unless the insurer has sent a written notice that any future losses may result in nonre-
newal due to loss experience.

Any nonrenewal of a homeowner’s insurance policy must, at a mimimum, comply with
the requirements of subdivision § and the rules adopted by the commissioner.

Subd. 12. Definition. For purposes of this section, “homeowner’s insurance” includes
mobile home msurance.

History: 1979 ¢ 207 54; 1983 ¢ 945 1; 1984 ¢ 602 s 2—4,; 1986 ¢ 444; 1987 ¢ 337 s
92,1989 ¢ 260 s 9—11; 1992 ¢ 564 art 4.5 13; 1994 ¢ 485 5 52; 1996 ¢ 337 s 1

65A.295 HOMEOWNER’S INSURANCE COVERAGE.

(a) Every insurer writing homeowner’s insurance in this state shall make available at
least one form of homeowner’s policy for each level of peril coverage offered by the insurer
in which the mnsured has the option to specify the dollar amount of coverage provided for’
structures other than the dwelling and for personal property. The premium must be reduced to
reflect the reduced risk of lesser coverage.

(b) Coverage for structures other than the dwelling is the coverage provided under
“Coverage B, Other Structures” 1n the standard homeowner’s policy. Coverage for personal
property is the coverage provided under “Coverage C, Personal Property 1n the standard
homeowner’s package policy. ’

" (c) “Level of penl” refers to basic, broad, and all risk levels of coverage.

History: 1987 ¢ 293 s 1; 1996 ¢ 446 art 15 55

65A.296 PROOF OF LOSS.

Subdivisiofi 1. Notice from insurer. After receiving written notice of a claim by an 1n-
sured on a homeowner s insurance policy, the insurer may notify the insured that the insurer
may deny the claim unless a completed proof of loss 1srecerved by the insurer within 60 days
of the date on which the written notice under this subdivision was received by the insured.
The notice given by the insurer must be sent by certified mail, return receipt requested, and
must include a proof'of loss form to be completed by the msured together with accompanymg
instructions for completing the form. The proof of loss form and the accompanying instruc-
tions must meet the readability standards of chapter 72C.

Subd. 2. Failure to k:omplete timely proof of loss. In an action for the recovery of a
claim on a homeowner’s insurance policy, an msured’s failure to comply with the 60—day
proof of loss requirement:

(1)1s abar to recovery if the insured received the notice specified in subdivision 1, un-
less the insured demonstrates to the court’s satisfaction that the insured-had good cause for
failing to comply;

(2) is not a bar to recovery if the insured did not receive the notice specified in subd1v1—
sion 1, unless the insurer demonstrates to the court’s satisfaction that its rights were preju-
diced by the insured’s failure to comply.
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Subd. 3. Definitions. For purposes of this section, the terms “insurer” and “homeown-
er’s insurance” have the meanings given them in section 65A.27

Subd. 4 Effect on other law. This section supersedes any inconsistent provision of sec-
tion 65A.01, 72A.201, or other law.

History: 1996 ¢ 285 s 1; 1997 ¢ 77 s 1

65A.30 DAY CARE SERVICES; COVERAGE.

There shall be no coverage under a day care provider’s homeowner’s insurance for
losses or damages arising out of the operation of day care services unless

(1) specifically covered in a policy; or

(2) covered by a rider for business coverage attached to a policy.

For purposes of this section, “day care” means “family day care” and “group family day
care” as defined 1n Minnesota Rules, part 9502.0315. “Day care” does not include care pro-
vided by an individual who 15 related, as defined in Minnesota Rules, part 9502.0315, to the
person being cared for or care provided by an unrelated individual to persons from a single
family of persons related to each other

History: ! 996 c326s2
MINNESOTA FAIR PLAN ACT

65A.31 MINNESOTA FAIR PLAN ACT.
Sections 65A.31 to 65A.42 shall be known and may be cited as the “Minnesota FAIR
Plan Act.”

History: 1969 ¢ 483 s 1; 1993 ¢ 248 5 2

65A.32 PURPOSES.

The purposes of sections 65A.31 to 65A.42 are:

(1) to encourage stability in the property and liability insurance market for property lo-
cated in this state;

(2) to encourage maximum use, in obtaining property and liability insurance, as defined
insections 65A.31t0 65A.42, of the normal insurance market provided by the private proper-
ty and casualty insurance 1ndustry,

(3) to encourage the improvement of the condition of properties located in this state and
to further orderly community development generally;

(4) to provide for an organization known as the Minnesota property insurance place-
ment facility, which will assure fair access to insurance requirements (FAIR plan) in order
that no property shall be denied property or liability insurance through the normal insurance
market provided by the private property and casualty insurance industry except after a physi-
cal inspection of such property and a fair evaluation of its individual underwriting character-
istics,

(5) to publicize the purposes and procedures of the FAIR plan to the end that no one may
fail to seek 1ts assistance through lack of knowledge of its existence; and .

(6) to provide for the formulation and administration by the Minnesota property insur-
ance placement facility of a reinsurance arrangement whereby property and casualty.insurers
shall share equitably the responsibility for msuring insurable property for which property
and liability insurance cannot be obtained through the normal insurance markets.

History: 1969 ¢ 483 5 2; 1986 ¢ 455 s 42; 1993 ¢ 248 5 3

65A.33 DEFINITIONS.

Subdivision 1. As used 1n sections 65A.31 to 65A 42, unless the context otherwise re-
quires, the terms defined in this section have the following meaning given to them.

Subd. 2. “Insurer” means any insurance company or other organization licensed to write
and engaged in writing property or hability msurance business, including the property or li-
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ability insurance components of multiperil policies, on a direct basis;, in this state, except
where such insurer is specifically exempted'by statute'from participation in this program.

Subd. 3. “Property or liability insurance” means the coverage against direct loss to real
or tangible personal property at a fixed location that is provided in the.standard fire policy,
extended coverage endorsement, homeowners insurance, as defined in section 65A.27, sub-
division 4, cooperative housing insurance, condominium insurance, builders risk, and such
Vandahsm and malicious mischief nsurance and such other classes of insurance as may be
added to the program with respect to said property by amendment as hereinafter provided.
Property or liability insurance does not include automobile, commercial liability, or such
manufacturing risks as may be excluded by the commissioner. p

Subd. 4. “Minnesota property insurance placement facility,” hereinafter referred to as
the facility, means the organlzatlon formed by insurers to assist apphcants n securmg prop-
erty or liability insurance and to administer the FAIR plan.

Subd. 5. “Inspection bureau” means the rating organization desrgnated by the facility,
with the approval of the commissioner, to make inspections as required under sections
65A.31 to 65A.42 and to perform such other duties as may be aithorized by the facility

Subd. 6, “Premiums written” means  gross direct prennums charged during the second
preceding” calendar year with respect to’ property in this state’on all policies of property or
liability 1nsurance and the property or liability insurance prennum components of all multi-
peril pohc1es as computed by the facility, less return prenuums dividends paid or creditéd to
pohcyholders or the unused or unabsorbed portions of prermum deposits. '

Subd. 7. “Commlsswner means the cornnnssmner of commerce of the state of Minne-
Subd. 8. [Repealed, 1993.c 248 s 17] Y

History: 1969 ¢ 483 5 3; 1983 ¢ 289 s 114 subd 1; 1984 ¢ 655 art 1 s 92; ]986c
455 543; 1989 ¢ 260 s 12; 1993 ¢ 248 5 4-6; 19940465art2s]

sota.

65A.34 APPLICATION FOR COVERAGE . ‘

Subdivision 1. Any person having an insurable interestin real or tangible personal prop-
erty shall be entitled upon wtitten application therefor to the fa0111ty toa prompt 1nspect10n of
the property by the 1nspect10n bureau without cost.-

Subd. 2. The manner and scope of the: 1nspect1ons of FAIR plan bus1ness shall be pre—
scribed by the facility with the approval of the commissioner.

Subd. 3! An inspection report shall be made for-each property inspected: The report
shall cover pertinent structural and occupancy features as well as the general condition of the
building and surrounding structures. A representative photograph of the property may be
taken durmg the.inspection.,

Subd. 4. During the inspection, the 1nspector shall pomt out features of structure and
occupancy to the apphcant or the applicant’s representative and shall indicate those features
which may result in condit1on charges if the risk 1s accepted. The 1nspector shall have ho au-
thority to advise whether the facility will provide the coverage.

Subd. 5. Within five business days after the i 1nspect10n a copy of the completed inspec-
tion report, and any photograph, indicating the pertinent features of building, construction,
maintenance, occupancy, and surrounding property shall be sert to the facility. Included with
the report shall'be a rate make—up statement, including any conditions which are subjectto a
condition charge under the rating plan approved by the commissioner. A copy of the inspec-
tion report shall be made available to the applicant or the applicant’s agent upon request.

Subd. 6. Before the facility may deny coverage or write coverage with a condition
charge, it must cause an inspection to be made of any risk submitted to it, without cost to the
owner.

History: 1969 c 483 s 4; 1986 c 444; ]986 c455544; 1993 ¢ 248 s 7

65A.35° ADMINISTRATION. ,
Subdivision 1. Membership. Each insurer which is authorized to write and is engaged
1n writing within this étate, on a direct basts, property or liability insurance or any component
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thereof contained in a multiperil policy, including homeowners and commercial multiperil
policies, shall participate in the facility, as hereinafter described, as a condition of its author-
ity to write such kinds of insurance within thus state.

Subd. 2. Purposes. The purposes of the facility shall be twofold as more fully set forth
in this section;

(1) To formulate and administer, subject to the approval of the commissioner, a plan as-
suring fair access to insurance requirements in order that no property shall be denied property
or liability insurance through the normal insurance market provided by the private property
and casualty insurance industry, except after a physical inspection of such property and a fair
evaluation of its individual underwriting characteristics; and

2)To formulate and administer, subject to the approval of the commussioner, a reinsur-
ance arrangement whereby the members of the facility shall share equitably the responsibil-
ity for insuring property which1s insurable but for which property or liabihity insurance can-
not be obtained through normal insurance markets.

Subd. 3. Plan of operation. The plan of operatlon of the facility, consistent with the
provisions of sections 65A.31 to 65A.42 and the purpose of the facility, which shall provide
for the FAIR plan, the reinsurance arrangement, and the economical and efficient administra-
tion of the facility, including, but not limited to, management of the facility, establishiment of .
necessary facilities within this state, assessment of members to defray losses and expenses,
commission arrangements, reasonable underwriting standards, acceptance and cession of re-
insurance, and procedures for determining amounts of insurance to be provided.

The plan of operation shall be subject to approval by the commissioner.

Subd. 4. Amendment of the plan of operation. The facility shall, on its own initiative,
subject to prior approval by the commissioner, or at the direction of the commlssmner amend
the plan of operation.

Subd. 5. Administration. (1) The facility shall be administered by a board of nine di-
rectors, five of whom are elected by the members of the facility and four who represent the
public. Public directors may include licensed insurance agents. Public directors are ap-
pointed by the commissioner. At least one elected director shall be a domestic stock insurer,
and at least one director shall be a domestic nonstock insurer. In the election of directors, each
member of the facility shall be-allotted votes bearing the same ratio to the total number of
votes to be cast as its degree of participation.in the facility bears to the total participation.

(2) Any vacancy among the elected directors shall be filled by a vote of the otherelected
directors.

(3) If at any time the members fail to elect the required number of directors to the board,
or a vacancy remains unfilled for more than 15 days, the commissioner may appoint the di-
rectors nécessary to constitute a full board of directors.

(4) Vacancies among directors appomted by the commissioner shall be filled by ap-
pointment by the commissioner. A person'so appomted serves until the end of the term of the
dlrector the person is replacing.

(5) All directors serve for a perlod of two years. The terms of all dlrectors begln on Janu-
ary 1 of the year their appointments begin.

(6) The plan of operation must provide for adequate compensation of directors. A per
diem amount and a procedure for reimbursement of expenses incurred in the discharge of
their duties must be included in the plan. Directors whose employers compensate them while
serving on the board or who would submit their compensation to their employers are not eli-
gible for compensation under the plan.

Subd. 6. Participation. All members of the facility shall participate 1n its expenses,
losses, and equity distribution m the proportion that the premiums written as herein defined,
but excluding that portion, if any, of premiums which is attributable to the reinsurance ar-
rangement maintained by the facility, by each such member during the second preceding cal-
endar year bear to the aggregate premiums written 1n this state by all members of the facility.
Suchparticipation by each member in the facility shall be determuned annually by the facility
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on the basis of such premiums written during the second preceding calendar year as disclosed
in the annual statements and other reports filed by the member with the commussioner.

History: 1969 ¢ 483 5 5, 1979 ¢ 207 5 5; 1986 ¢ 444; 1986 ¢ 455 5 45,46; 1987 ¢
337593;1993¢248s 8

65A.36 UNDERWRITING.

Subdivision 1. The facility may bind coverage followmg receipt of the completed ap-
plication if the risk meets the prehmlnary underwriting requirements of the facility and if the
appropriate binder fee accompanies the application. Agents are not permitted to bind cover-
age.

Before the expiration of the binder, the facility may request an inspection report to ob-
tain further underwriting information. Atleast 15 days before the explratlon ofthe bmder, the
facility shall advise the applicant that:

(a) The risk is acceptable with or without a condition charge. If a condition charge ap-
plies, the facility will tell the insured what improvements are necessary 1 order to remove
the charge;

(b) The nisk is not acceptable unless improvements noted by the facility are made by the
applicant and confirmed by the facility; or :

(c) The risk is not acceptable for the reasons stated by the fac111ty

Subd. 2. If the risk is accepted, an invoice will be delivered to the applicant requiring
payment of the premium amount. After receipt of the invoiced premium, the facility shall

‘issue an insurance policy to the applicant within five business days.

Subd. 3. In the event a risk 1s declined because it fails to meet reasonable underwriting
standards, the applicant 'shall be so notified. Reasonable underwriting standards shall in-
clude, but not be limited to, the following: :

(2) Physical condition of the property, -such as its construction, heatmg, wiring, evi-
dence of previous fires, or general deterioration;

(b) Its present use or housekeeping such as vacancy, overcrowding, storage of rubbish,
or flammable materials;

(c) Other specific characteristics of ownership, condition, occupancy, or rnamtenance
which are violative of public policy and result in increased exposure to loss.

Neighborhood or area location or any environmental hazard beyond the control of the
property owner shall not be deemed to be acceptable criteria for declining a risk.

Subd. 4 In the event that a risk 1s declined on the basis that it does not meet reasonable
underwriting standards, or the coverage will be written on condition that the property be 1m-
proved, the facility shall, withm five business days, send copies of the inspection report to the
applicant and the commissioner, and shall advise the applicant of the right to and the proce-
dure for an appeal to the governing board and to the commissioner.

Subd. 5. The facility must within five business days of the receipt of a completed ap-
plication advise the applicant that the risk has been declined, the risk has been accepted, or
that the risk meets preliminary underwriting standards and a binder has been issued.

History: 1969 ¢ 483 5 6; 1986 ¢ 444, 1993 ¢ 248 s 9

65A.37 POLICY FORMS.

All policies, except homeowners policies, shall be on standard policy forms at rates
published by Insurance Services Office and shall be 1ssued for a term of one year. All home-
owners, cooperative housing insurance, and condominium 1nsurance policies must be on
forms published by Insurance Services Office and approved by the commissioner.

History: 1969 c 483 s 7; 1986 ¢ 455 s 47, 1993 ¢ 248 5 10

65A.375 RATES FOR COOPERATIVE HOUSING AND NEIGHBORHOOD REAL
ESTATE TRUSTS.

The commissioner shall set the insurance rates for cooperative housing, organized un-
der chapter 308A, and for neighborhood real estate trusts, characterized as nonprofit owner-
ship of real estate with resident control. The rates must be actuarially sound.

History: 1987 ¢ 337's 94, 1989 ¢ 356 s 5; 1993 ¢ 248 s 11
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65A.38 POLICY CANCELLATION.

Subdrvision 1. The facility shall not cancel a policy or binder 1ssued under sectjons
65A.31 to 65A.42 except for:

(a) cause which would have been grounds for nonacceptance of the risk under the pro-
gram had the cause been known to the facility at the time of acceptance;

(b) nonpayment of premium; or

(c) with the approval of the governing committee. -

Subd 2. Ekcept as otherwise required under subdivision 4 or 5, at least 15 days’ notice
of cancellation together with a statement of the reason therefor shall be sent to the insured
with a copy sent to the commissioner.

Subd. 3. Any cancellation notice or notice of refusal to renew to the insured shall be
accompanled by a statement that the insured has a right of appeal as hereinafter provided

Subd. 4. Cancellation of homeowner’s insurance as defined in sections 65A.27 to
65A.29, is subject to the provisions of those sections.

Subd. 5. Cancellation of a commercial property insurance pohcy 1ssued by the facility
must comply with sections 60A.35 to 60A.38.

History: 1969 ¢ 483 5 8, 1993 ¢ 248 s 12; 1994 ¢ 485 s 65

65A.39 APPEALS.

(a) Any applicant or participating insurer shall have the right of appeal to the board of
directors, which shall promptly determine the appeal A decision of the board may be ap-
pealed to the commissioner within 30 days from notice of the action or decision. The com-
mussioner shall promptly determine the appeal. Each denial of insurance shall be accompa-
nied by a statement that the applicant has the nght of appeal to the board and the commission-
er and setting forth the procedures to be followed for the appeal. A final action of the commis-
stoner is subject to judicial review as provided in chapter 14.

(b)Inlieu of the appeal to the commuissioner under paragraph (a), an applicant or insurer
may seek judicial review of the board’s action.

History: 1969 ¢ 483 5 9; 1987 ¢ 337 5 95; 1993 ¢ 248 5 13

65A.40 EDUCATION PROGRAMS.

The facility will undertake a continuing public education program, in cooperation with
producers and others, to assure that the anesota FAIR Plan Act receives adequate public
attention.

History: 1969 c483 5 10; 1993 ¢ 248 s 14

65A.41 AGENTS.

Subdivision 1. A person licensed under chapter 60K may submit an application for cov-
erage to the facility and receive acommuission from the facility for submitting the application.
However, the licensee is not an agent of the facility for purposes of state law. All checks or
similar instruments submutted in payment of facility premiums must be made payable to the
facility and not the agent.

Subd. 2: An agent or broker shall not refuse to submit an application for basic property
insurance coverage to the facility 1f licensed to write and actively engaged 1n writing such
insurance.

History: 1969 c 483 s 11; 1986 ¢ 444; 1993 ¢ 248 5 15

65A.42 IMMUNITY FROM LIABILITY. '

There shall be no liabihity on the part of, and no cause of action of any nature'shall arise
against insurers, the inspection bureau, the facility, or their agents or employees or the com-
missioner or the commissioner’s authorized representatives, for any statements made 1n
good faith by them 1n any reports or communications concerning the property to be insured,
or at the time of any hearings conducted 1n connection therewith, or 1n the findings required
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by the provisions of sections 65A.31 to 65A.42. The inspection reports and communications
of the inspection bureau and the facility are not public documents.

History: 1969 ¢ 483 s 12; 1971 ¢ 24 5 11; 1986 ¢ 444, 1993 ¢ 248 5 16
65A.43 [Repealed, 1993 ¢ 248 5 17]

RESIDENTIAL RENTER’S POLICIES

65A.44 DEFINITIONS. ,

Subdivision 1. Application. The definitions in thlS section apply to this section and sec-
tion 65A.45.

Subd. 2. Insurer “Insurer” means an insurer licensed to write insurance and writing
residential renter’s insurance in this state.

Subd. 3. Residential renter’s insurance policy. “Residential renter’s insurance
policy” means msurance coverage normally written by the insurer as a standard residential
renter’s package policy

History: 1991 ¢ 244 s 2
65A.45 RESIDENTIAL RENTER’S INSURANCE POLICY.

No surer shall refuse to issue a single residential renter’s insurance policy for the pur-
pose of providing coverage to up to four individuals residing in the same household, if all of
the individuals are named insureds on the policy'and meet the wsurer’s normal underwriting
requirements.

History: 1991 ¢ 244 s 3
REAL PROPERTY FIRE LOSS ESCROW ACCOUNT

65A.50 TRUST OR ESCROW ACCOUNTS; INSURED REAL PROPERTY FIRE
OR EXPLOSION LOSS PROCEEDS. C

Subdivision 1. Definitions. (a) “Municipality” means statutory or home rule charter
city or town. :

(b) “Final settlement” means a determination of the amount due and owing to the in-
sured, for a 10ss to insured real property, by any of the following means:

(1) acceptance of a proof of loss by the insurer;

2 exegutibn'of arelease by ‘the nsured;

(3) acceptance of an arbitration award by both the nsured and the 1nsurer; or

(4) judgment of a court of competent jurisdiction.

Subd. 2. Partial withholding from settlement payments; notice. Except as otherwise
provided in this section, with respect to mnsured real property located in a municipality which
has elected to apply this section as provided in subdivision 12, when a claim s filed for a loss
to insured real property due to fire or explosion and a final settlement is reached on the loss to
the insured real property, an msurer shall withhold from payment 25 percent of the actual
cash value of the insured real property at the time of the loss or 25 percent of the final settle-
ment, whicheverisless. At the time that 25 percent of the settlement or judgment is withheld,
the insurer shall give notice of the withholding to the treasurer of the municipality in which
the insured real property is located, to the insured, and to any mortgagee having an existing
lien or hens against the insured real property, if the mortgagee is named on the policy. In the
case of a judgment, notice shall also be provided to the court in which judgment was entered.
The notice shall include all of the following:

(1) the identity and address of the insurer;

(2) the name and address of each policyholder, including any mortgagee;

(3) location of the insured real property;

(4) the date of loss, policy number, and claim number;
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(5) the amount of money withheld;

(6) a statement that the municipality may have the withheld amount paid into a trust or
escrow account established for the purposes of this section if it shows cause, pursuant to sub-
diviston 3, within 30 days that the money should be withheld to protect the public health and
safety, otherwise the withheld amount shall be pa1d to the insured at the expiration of 30 days;
and

(7) an explanation of the provisions of this section and a verbatlm reproduction of sub-
division 16.

Subd. 3. Escrow procedure. In order for a municipality to escrow the amount withheld
by the insurer, and to retain that'amount, the following procedure shall be used. ’

(a) An affidavit prepared by the chief fire official or another authorized representative
of the municipality designated by the governing body of the municipality that the damaged
insured structure violates existing named health and safety standards requiring the escrow of
the withheld amount as surety for the repair, replacement, or removal of the damaged struc-
ture shall constitute cause for the escrowing of the withheld amount.

(b) In the case of a settlement, the affidavit shall be sent to the insurer, the insured, and
any mortgagees. Upon receipt of the affidavit, the insurer shall forward the withheld amount
to the treasurer of the municipality and shall provide notice of the forwarding to the tnsured
and any mortgagees.

(c) In the case of a judgment, the affidavit shall be sent to the insurer, the insured, any
mortgagees, and the court in which the judgment was entered. Upon receipt of the affidavit,
the msurer shall forward the withheld amount to the treasurer of the municipality and shall
provide notice of the forwarding to the insured, any mortgagees, and the court in which judg-
ment was entered.

Subd. 4. Deposit in trust or escrow account; release of proceeds to mortgagee. Upon
receipt of money and information from an insurer as prescribed in subdivisions 2 and 3, the
local treasurer shall record the information and the date of receipt of the money and shall
immediately deposit the money in a trust or escrow account established for purposes of this
section. The account may be interest—bearing. If the mortgage on the insured property is in
default, the treasurer of the municipality, upon written request from a first mortgagee of
property with respect to which policy proceeds were withheld and placed into a trust or es-
crow account under subdivisions 2, 3, and this subdivision, shall release to the mortgagee all
or any part of the policy proceeds received by the municipality with respect to that property,
not later than ten days after receipt of the written request by the mortgagee, to the extent nec-
essary to satisfy any outstanding lien of the mortgagee.

Subd. 5. Commmgllng of funds; retention of interest. Except as prov1ded 1n subdivi-
sion 8, money deposited in an account pursuant to subdiviston 4 shall not bé commingled
with municipal funds. Any interest earned on money placed in a trust or escrow account shall
be retained by the municipality to defray expenses incurred under this section.

Subd. 6. Release of deposited proceeds to insured. Except as provided in clause (3),
the policy proceeds deposited under subdivision 4 shall immediately be forwarded to the in-
sured when the chief fire official or another authorized representative of the municipality
designated by the governing body of the mumcxpahty receives oris shown reasonable proof
of any of the following:

(1) that the damaged or destroyed portions of the insured structure have been repaired or
replaced, except to the extent that the amount W1thheld under this subdivision is needed to
complete repatr or replacement;

(2) that the damaged or destroyed structure and any and all remnants of the structure
have been removed from the land on which the structure or the remnants of the structure were
situated, by the owner or by any other person, in compliance with the local code requirements
of the municipality in which the structure was located; or

(3) that the insured has entered into a contract to perform repair, replacement, or remov-
al services with respect to the insured real property and that the mnsured consents to payment
of funds directly to the contractor performing the services. Funds released under this clause
may be forwarded only to a contractor performing services on the insured property.
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Subd 7. Reasonable proof. Reasonable proof required under subdivision 6 shall in-
clude any of the following:

(1) oniginals or copies of pertinent contracts, invoices, recelpts, and other similar papers
evidencing both the work performed or to be performed and the materials used or to be used
by all contractors performing repair, replacement, or removal services with respect to the in-
sured real property, other than a contractor subject to clause (2);

(2) an affidavit executed by the contractor which has performed the greatest amount of
repair or replacement work on the structure, or which has done most of the clearing and re-
moval work if structure repair or replacement is not to be performed. The contractor shall
attach to the affidavit all pertinent contracts, invoices, and receipts and shall swear that these
attached papers correctly indicate the nature and extent of the work perforrned to date by the
contractor and the materials used; or '

(3) aninspection of the insured real property to verify that repair, replacement orclear-
ing has been completed m accordance with subdivision 6.

Subd. 8. Use of retained proceeds. If with respect to a loss, reasonable proof 1s not re-
cerved by or shown to a fire official or another authorized representative of the municipality
designated by the governing body of the municipality within 45 days after the policy pro-
ceeds portion was received by the treasurer, the municipality shall use the retained proceeds
to secure, repair, or demolish the damaged or destroyed structure and clear the property in
question, so that the structure and property are in compliance with local code requirements
and applicable ordinances of the municipality If, before the lapse of the 45 days after the
proceeds portion was recerved by the treasurer, the mumicipality has secured, repaired, or de-
molished the damaged or destroyed structure under chapter 299F or 463 or other applicable
law or ordinance, once the 45 days lapse, the municipality may release the special assessment
placed on the property, if any, and rexmburse itself from the retained funds. No more than 15
percent of the policy proceeds used by the municipality under this subdivision may be attrib-
uted to.the municipality’s administrative expenses, which must-be directly related to the ac-
tions authorized under this subdivision. Any unused portion of the retamned proceeds shall be
returned to the insured. ‘ ‘

Subd. 9. Proceeds not included. A final settlement shall not include the payment of
policy proceeds for personal property or contents damage or for additional coverage not con-
tained in the fire coverage portion of the fire insurance policy.

Subd. 10. ‘Tmmunity from liability. There shall not be 11ab111ty on the part of, and a
cause of action shall not arise against, an insurer or an agent or employee of an insurer for
withholding or transferring money in the course of complying or attempting to comply with
this section.

Subd. 11. Application of section; amount of settlement. This section applies only to
final settlements which exceed 49 percent of the insurance on the insured real property

Subd. 12. Appllcatlon of section; election; list of electing municipalities. This sec-
tion applies only to property located in a municipality if the municipality, pursuant to a reso-
lution by the governing body, notifies the commissioner in writing that the municipality has
established a trust or escrow account to be used as prescribed in this section and intends to
uniformly apply this section with respect to all property located within the municipality fol-
lowing written notification to the commissioner. The commissioner shall prepare and dis-
tribute a list of all municipalities which have elected to apply this section to all insurance
companies transacting property insurance in this state.

Subd. 13. Retention on list. () A municipality shall remain on the list until a written
request for deletion has been received by the commissioner, or until the municipality has
failed to comply with paragraph (b), and the amended list has been prepared pursuant to this
subdivision.

(b) Municipalities on the list shall report every two years to the commussioner in writing
regarding the extent of the municipality’s use of this section and the effect of this section on
arson fires in that municipality. The report must be filed with the commissioner no later than
90 days after the two—year anmversary of the municipality’s placement on the list and there-
after no later than 90 days after each subsequent two—year period. If the commissioner has
not received areportrequired under this paragraph, the commissioner shall promptly provide
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the municipality a written reminder notice. If the commissioner has not received the report
within 30 days after providing the written notice, the municipality shall be treated as having
made a written request for deletion under paragraph (a).

Subd 14. Addition to list. A municipality may apply to be added to the list by making a
written request for addition to the commissioner. When a written request for addition from a
municipality has been received by the commissioner, an amended list shall be prepared and
distributed indicating the addition. The addition shall be effective on the date specified by the
commissioner in the amendment. The commissioner shall notify the municipality and insur-
ance companies of the effective date of the addition which shall be effective not less than 30
days after receipt of notice by the insurance company A municipality shall not apply this
section with respect to any loss which occurred before the effective date of the addition.

Subd 15. Deletion from list. A municipality may cease to apply this section for a peri-
od of not less than six months upon not less than 30 days’ written notice to the commussioner.
After receipt of request to be deleted from the list, the commissioner shall prepare and dis-
tribute an amendment to the list indicating the deletion. The deletion shall be effective on the
date specified by the commissioner 1n the amendment. The commissioner shall notify the
municipality and insurance compames of the effective date of the deletion which shall be
effective not less than 30 days after receipt of the notice by the insurance company. A munici-
pality shall continue to apply this section with respect to any loss which occurred before the
effective date of the deletion, notwithstanding the deletion.

Subd. 16. Exceptions to withholding requirements. The withholding requirements of
this section do not apply if all of the following occur:

(1) within 30 days after agreement on a final settlement between the insured and the
insurer, the insured has filed with the msurer evidence of a contract to repair as described in
subdivision 7;

(2) the 1nsured consents to the payment of funds directly to the contractor performing’
the repair services. Funds released under this clause may be forwarded only to a contractor
performing the repair services on the insured property; and

(3) on receipt of the contract to repair, the insurer gives notice to the municipality in
which the property is situated that there will not be a withholding under this section because
of the repair contract.

Subd. 17. Demolition costs or debris removal costs as part of final settlement; with-
holding. If the insured and the insurer have agreed on the demolition costs or the debris re-
moval costs as part of the final settlement of the real property insured claim, the msurer shall
withhold one of the following sums, whichever sum is the largest, and shall pay that sum in
accordance with this section:

(1) the agreed cost of demolition or debris removal;

(2) 25 percent of the actual cash value of the insured real property at the time of loss; or

(3) 25 percent of the final settlement of the insured real property claim.
History: 1995 ¢ 1705 1; 1997 ¢ 47 s 1-5; 1997 ¢ 77 5 2
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