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CHAPTER 60D
INSURANCE HOLDING COMPANY SYSTEMS

60D.20 Standards and management of an
insurer within a holding company
system.

60D.20 STANDARDS AND MANAGEMENT OF AN INSURER WITHIN A HOLD-
ING COMPANY SYSTEM

[For text of subd 1, see M.S.1998] .

Subd. 2. Dividends and other distributions. (a) Subject to the limitations and require-
ments of this subdivision, the board of directors of any domestic insurer within an insurance
holding company system may authorize and cause the insurer to declare and pay any divi-
dend or distribution to its shareholders as the directors deem prudent from the earned surplus
of the insurer. An insurer’s earned surplus, also known as unassigned funds, shall be deter-
mined in accordance with the accounting procedures and practices governing preparation of
its annual statement. Dividends which are paid from sources other than an insurer’s earned
surplus as of the end of the immediately preceding quarter for which the insurer has filed a
quarterly or annual statement as appropriate, or are extraordinary dividends or distributions
may be paid only as pr0v1ded in paragraphs (d), (e), and (f).

(b) The insurer shall notify the commissioner within five business days following dec-
laration of a dividend declared pursuant to paragraph (a) and at least ten days prior to its pay-
ment. The commissioner shall promptly consider the notification filed pursuant to this para-
graph, taking into consideration the factors described in subdivision 4.

(¢) The commissioner shall review at Jeast annually the dividends paid by an insurcr
pursuant to paragraph (a) for the purpose of determining if the dividends are reasonable
based upon (1) the adequacy of the level of surplus as regards policyholders remaining after
the dividend payments, and (2) the quality of the insurer’s earnings and extent to which the
reported earnings include extraordinary items, such as surplus rellef reinsurance trdnsacuom
and reserve destrenothenmo

(d) No domestic insurer shall pay any extraordinary dividend or make any other extraor-
dinary distribution to its shareholders until: (1) 30 days after the commissioner has received
notice of the declaration of it and has not within the period disapproved the payment; or (2)
the commissioner has approved the payment within the 30—day period.

(e) For purposes of this section, an extraordinary dividend or distribution includes any
dividend or distribution of cash or other property. whose fair market value together with that
of other dividends or distributions made within the preceding 12 months exceeds the greater
of (1) ten percent of the insurer’s surplus as regards policyholders on December 31 of the
preceding year; or (2) the net gain from operalions of the insurer, if the insurer is a life insurer,
or the net income, if the insurer is not a life insurer, not including realized capital gains, for
the 12-month period ending on December 31 of the preceding year, but does not include pro
rata distributions of any class of the insurer’s own securities.

([) Notwithstanding any other provision of law, an insurer may declare an extraordinary
dividend or distribution that is conditional upon the commissioner’s approval, and the decla-
ration shall confer no rights upon'shareholders until; (1) the commissioner has approved the
payment of such a dividend or distribution; or (2) the commissioner has not disapproved the
payment within the 30—day period referred to above.

[For texf of subds 3 and 4, see M.S.I 998]
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