STATE OF MINNESOTA

Jour nal of the Senate

EIGHTIETH LEGISLATURE

THIRTY-FOURTH DAY

St. Paul, Minnesota, Tuesday, April 8, 1997
The Senate met at 12:00 noon and was called to order by the President.

CALL OF THE SENATE

Mr. Belanger imposed a call of the Senate. The Sergeant at Arms was instructed to bring in the
absent members.

Prayer was offered by the Chaplain, Rev. Timothy Morin.

The roll was called, and the following Senators answered to their names:

Anderson Frederickson Knutson Murphy Runbeck
Beckman Hanson Krentz Novak Sams
Belanger Higgins Laidig Oliver Samuelson
Berg Hottinger Langseth Olson Scheevel
Berglin Johnson, D.E. Larson Ourada Scheid
Betzold Johnson, D.H. Lesewski Pappas Solon
Cohen Johnson, D.J. Limmer Piper Spear

Day Junge Lourey Pogemiller Stevens
Dille Kelley, S.P. Marty Price Ten Eyck
Fischbach Kelly, R.C. Metzen Ranum Vickerman
Flynn Kiscaden Moe, R.D. Robertson Wiener
Foley Kleis Morse Robling Wiger

The President declared a quorum present.

The reading of the Journal was dispensed with and the Journal, as printed and corrected, was
approved.

MEMBERSEXCUSED

Ms. Johnson, J.B.; Mrs. Pariseau, Messrs. Stumpf and Terwilliger were excused from the
Session of today.

EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communication was received.
April 4, 1997

The Honorable Phil Carruthers
Speaker of the House of Representatives

The Honorable Allan H. Spear
President of the Senate
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I have the honor to inform you that the following enrolled Acts of the 1997 Session of the State
Legidature have been received from the Office of the Governor and are deposited in the Office of
the Secretary of State for preservation, pursuant to the State Constitution, Article IV, Section 23:

Time and
SF. H.F. Session Laws Date Approved Date Filed
No. No. Chapter No. 1997 1997
1088 18 11:00 am. April 4 April 4
1093 19 11:05am. April 4 April 4
219 20 11:10am. April 4 April 4
Sincerely,
Joan Anderson Growe
Secretary of State

MESSAGESFROM THE HOUSE

Mr. President;

I have the honor to announce the passage by the House of the following Senate File, herewith
returned: S.F. No. 368.

Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 7, 1997

Mr. President;

| have the honor to announce the passage by the House of the following Senate File, AS
AMENDED by the House, in which amendments the concurrence of the Senate is respectfully
reguested:

S.F. No. 1645: A bill for an act relating to public safety; appropriating money for costs relating
to the 1837 treaty.

Senate File No. 1645 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 7, 1997

CONCURRENCE AND REPASSAGE
Mr. Moe, R.D. moved that the Senate concur in the amendments by the House to S.F. No. 1645
and that the bill be placed on its repassage as amended. The motion prevailed.
S.F. No. 1645 was read the third time, as amended by the House, and placed on its repassage.
The question was taken on the repassage of the bill, as amended.
The roll was called, and there were yeas 51 and nays 2, as follows:

Those who voted in the affirmative were:

Anderson Cohen Flynn Higgins Kelley, S.P.
Beckman Day Foley Johnson, D.E. Kiscaden
Belanger Dille Frederickson Johnson, D.H. Kleis

Betzold Fischbach Hanson Junge Knutson
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Krentz Moe, R.D. Pappas Runbeck Vickerman
Laidig Morse Piper Sams Wiener
Langseth Murphy Pogemiller Samuelson Wiger

L esewski Novak Price Scheid

Lourey Oliver Ranum Solon

Marty Olson Robertson Stevens

Metzen Ourada Robling Ten Eyck

Messrs. Berg and Larson voted in the negative.

So the bill, as amended, was repassed and its title was agreed to.
MESSAGESFROM THE HOUSE - CONTINUED

Mr. President;

| have the honor to announce the passage by the House of the following House Files, herewith
transmitted: H.F. Nos. 1162 and 1382.

Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 7, 1997

FIRST READING OF HOUSE BILLS

The following bills were read the first time and referred to the committees indicated.

H.F. No. 1162: A bill for an act relating to state employment; making changes of a technical
and housekeeping nature; amending Minnesota Statutes 1996, sections 43A.01, subdivision 2;
43A.02, subdivisions 1, 14, 20, 30, and 37; 43A.04, subdivisions 1, 2, 3, and 9; 43A.05,
subdivisions 1 and 3; 43A.08, subdivisions 1 and 1a; 43A.13, subdivision 7; 43A.27, subdivision
1; 43A.30, subdivision 1; and 43A.36, subdivisions 1 and 2.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 363.

H.F. No. 1382: A bill for an act relating to boilers; modifying show boiler and engine
provisions, amending Minnesota Statutes 1996, section 183.411, subdivisions 1, 2, and 3.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 1051,
now on General Orders.
REPORTSOF COMMITTEES

Mr. Moe, R.D. moved that the Committee Reports at the Desk be now adopted, with the
exception of the reports on S.F. Nos. 184, 1124, 1122, 254, 830, 693 and 1310. The motion
prevailed.

Ms. Flynn from the Committee on Transportation, to which was referred

SF. No. 569: A hill for an act relating to public safety; clarifying tax exemptions for
implements of husbandry; increasing speed limit for towing heavy farm trailers not equipped with
brakes, amending Minnesota Statutes 1996, sections 168.012, subdivision 2; 168A.01, subdivision
8; 169.01, subdivision 55; 169.145; 169.522, subdivision 1; and 169.801, subdivision 1.

Reports the same back with the recommendation that the bill be amended as follows:
Page 1, line 26, strike "and" and insert "or"

Page 2, line 7, delete "meeting the description”
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Page 2, line 8, delete everything before "is' and insert "used in livestock raising operations’

Page 2, line 10, delete "and operated solely by" and insert "by and in control of"
Page 2, lines 11 and 36, delete "35" and insert "30"

Page 3, lines 7 and 15, delete "35" and insert "30"

Page 4, line 23, delete "35" and insert "30"

Page 4, line 25, after "farmer" insert "or implement dedler"

Page 4, line 27, after "farmland” insert "or implement dealership”

Page 4, line 28, before "and" insert "or implement dealer” and before "regularly" insert "or
implement dealer"

Page 4, line 29, after "uses' insert ", sells, or leases’
And when so amended the bill do pass. Amendments adopted. Report adopted.

Mr. Novak from the Committee on Jobs, Energy and Community Development, to which
was referred

SF. No. 911: A bill for an act relating to employment; modifying provisions governing
payment of wages; including the state in the definition of employer for certain purposes, amending
Minnesota Statutes 1996, sections 181.02; 181.03; 181.063; 181.10; 181.13; and 181.171, by
adding a subdivision.

Reports the same back with the recommendation that the bill be amended as follows:
Page 3, lines 9 and 10, reinstate the stricken language and delete the new language
Page 3, line 11, delete the new language

Page 3, after line 22, insert:

"Sec. 6. Minnesota Statutes 1996, section 181.14, is amended to read:

181.14 [NOHICE TO BE GIVEN PAYMENT TO EMPLOYEES WHO QUIT OR RESIGN;
SETTLEMENT OF DISPUTES]

Subdivision 1. [PROMPT PAYMENT REQUIRED.] When any such employee-net-having-a

; quits or resigns employment, the wages or commissions

earned and unpaid at the time the empI oyee quits or I’eSI gns shall become due-and-payable within
Ay a ay h be paid in full not later than the

flrst regularly scheduled payday foIIowmg the employee s final day of employment, unless an
employee is subject to a collective bargaining agreement with a different provision. If the first
regularly scheduled payday is less than five calendar days following the employee’s final day of
employment, full payment may be delayed until the second regularly scheduled payday but shall
not exceed a total of 20 calendar days following the employee’s fina day of employment.

Subd. 2. [NONPROMPT PAYMENT.] Wages or commissions-after-they-beceme-due; not paid
within the required time period shall become immediately payable upon the demand of the
employes,. If the employee’s earned wages or commissions are not paid within 24 hours after the
demand, the employer shall be liable to the employee from-the-date-of the-demand for an

additional sum equal to the amount of the employee’'s average daily earnings provided in the
contract of employment, for every day, not exceeding 15 days in all, until such payment or other
settlement satlsfactory to the empI oyee is made.
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Subd. 3. [SETTLEMENT OF DISPUTES] If the employer disputes the amount of wages or
commissions claimed by the employee under the provisions of this section or section 181.13, and
the employer makes a legal tender of the amount which the employer in good faith claims to be
due, the employer shall not be liable for any sum greater than the amount so tendered and interest
thereon at the legal rate, unless, in an action brought in a court having jurisdiction, the employee
recovers a greater sum than the amount so tendered with interest thereon; and if, in the suit, the
employeefailsto recover agreater sum than that so tendered, with interest, the employee shall pay
the cost of the suit, otherwise the cost shall be paid by the employer.

Subd. 4. [EMPLOYEES ENTRUSTED WITH MONEY OR PROPERTY ] In cases where the
discharged or quitting employee was, during employment, entrusted with the collection,
disbursement, or handling of money or property, the employer shall have ten secular calendar days
after the termination of the employment to audit and adjust the accounts of the employee before
the employee’ s wages or commissions shall become-due-and-payable be paid as provided in this
section, and the penalty herein provided shall apply in such case only from the date of demand
made after the expiration of the period alowed for audit-andadjustment payment of the
employee's wages or commissions. If, upon such audit and adjustment of the accounts of the
employeg, it is found that any money or property entrusted to the employee by the employer has
not been properly accounted for or paid over to the employer, as provided by the terms of the
contract of employment, the employee shall not be entitled to the benefit of sections 181.13 to
181.17, but the claim for unpaid wages or commissions of such employee, if any, shall be disposed
of as provided by existing law.

Subd. 5. [PLACE OF PAYMENT.] Wages and commissions paid under this section shall be
paid at the usual place of payment unless the employee requests that the wages and commissions
be sent to the employee through the mails. If, in accordance with a request by the employee, the
employee's wages and commissions are sent to the employee through the mail, the wages and
c?rr%missions shall be deemed to have been paid as of the date of their postmark for the purposes
of this section.”

Renumber the sections in sequence

Amend the title as follows:.

Page 1, line 6, after the third semicolon, insert "181.14;"

And when so amended the bill do pass. Amendments adopted. Report adopted.

Mr. Novak from the Committee on Jobs, Energy and Community Development, to which
was referred

H.F. No. 889: A hill for an act relating to housing; providing for changesin rights of partiesto
mobile home park rentals, amending Minnesota Statutes 1996, sections 327C.02, subdivision 5;
327C.07, subdivision 2; and 327C.09, subdivision 4.

Reports the same back with the recommendation that the bill do pass. Report adopted.

Mr. Solon from the Committee on Commerce, to which was referred

S.F. No. 349: A hill for an act relating to insurance; regulating companies and agents; providing
immunity from suit and indemnification for receivers and their employees; regulating coverages,
providing certain notices and filing requirements, providing for a study; making certain technical
changes, amending Minnesota Statutes 1996, sections 60A.02, by adding a subdivision; 60A.052,
subdivision 2, and by adding a subdivision; 60A.06, subdivision 2; 60A.075, subdivisions 1, 8, and
9; 60A.077, subdivisions 1, 2, 3, 5, 7, 8, and 10; 60A.092, subdivision 6; 60A.10, subdivision 1;
60A.111, subdivision 1; 60A.13, subdivision 1; 60A.19, subdivision 1; 60B.04, by adding a
subdivision; 60B.21, subdivision 2; 60B.25; 60B.44, subdivisions 3, 4, and 6; 60D.20, subdivision
2; 60K.02, subdivision 1; 60K.03, subdivisions 2 and 3; 60K.14, subdivision 4; 60K.19,
subdivisions 7 and 8; 61A.28, subdivisions 6, 9a, and 12; 61A.60, subdivision 1, 61B.19,
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subdivision 3; 62A.04, subdivision 3; 62A.135, subdivision 5; 62A.50, subdivision 3; 62B.04,
subdivision 2; 65A.01, subdivision 3, and by adding subdivisions, 65A.27, subdivision 4; 65B.48,
subdivision 5; 67A.231; 72A.20, subdivision 34; 72B.04, subdivision 10; 79A.01, subdivision 10;
79A.02, subdivisions 1 and 4; 79A.03, subdivisions 6, 7, 9, and by adding a subdivision; 79A.06,
subdivision 5; 79A.20, subdivision 1; 79A.21, subdivision 2; 79A.22, subdivision 7, and by adding
asubdivision; 79A.23, subdivisions 1 and 2; 79A.24, subdivisions 1, 2, and 4; 79A.26, subdivision
2; and 79A.31, subdivision 1; proposing coding for new law in Minnesota Statutes, chapters 60B;
and 65B; repealing Minnesota Statutes 1996, sections 60B.36; and 79A.04, subdivision 8.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"Section 1. Minnesota Statutes 1996, section 60A.02, subdivision 1a, is amended to read:

Subd. 1a. [ASSOCIATION OR ASSOCIATIONS] (a) "Association" or "associations' means
an organized body of people who have some interest in common and that has at the onset a
minimum of 100 persons; is organized and maintained in good faith for purposes other than that of
obtaining insurance; and has a constitution and bylaws which provide that: (1) the association or
associations hold regular meetings not less frequently than annually to further purposes of the
members, (2) except for credit unions, the association or associations collect dues or solicit
contributions from members; (3) the members have voting privileges and representation on the
governing board and committees, which provide the members with control of the association
including the purchase and administration of insurance products offered to members; and (4) the
members are not, within the first 30 days of membership, directly solicited, offered, or sold an
insurance policy if the policy is available as an association benefit.

(b) An association may apply to the commissioner for a waiver of the 30-day waiting period to
that association. The commissioner may grant the waiver upon a finding of al at least three of the
following: (1) the association is in full compliance with this subdivision; (2) sanctions have not
been imposed against the association as a result of significant disciplinary action by the
commissioner; and (3) at least 80 percent of the association’s income comes from dues,
contributions, or sources other than income from the sale of insurance; or (4) the association has
been organized and maintained for at least ten years.

Sec. 2. Minnesota Statutes 1996, section 60A.02, is amended by adding a subdivision to read:

Subd. 2b. [FILED.] In cases where alaw requires documentsto be filed with the commissioner,
the documents will be considered filed when they are received by the department of commerce.

Sec. 3. Minnesota Statutes 1996, section 60A.052, subdivision 2, is amended to read:

Subd. 2. [SUSPENSION OR REVOCATION OF AUTHORITY OR CENSURE] If the
commissioner determines that one of the conditions listed in subdivision 1 exists, the
commissioner may issue an order requiring the insurance company to show cause why any or all
of the following should not occur: (1) revocation or suspension of any or al certificates of
authority granted to the foreign or domestic insurance company or its agent; (2) censuring of the
insurance company; or (3) cancellation of all or some of the company’ sinsurance contractsthenin
force in this state; or (4) the imposition of a civil penalty. The order shall be calculated to give
reasonable notice of the time and place for hearing thereon, and shall state the reasons for the entry
of the order. All hearings shall be conducted in accordance with chapter 14. The insurer may
waive its right to the hearing. If the insurer is under the supervision or control of the insurance
department of the insurer’s state of domicile, that insurance department, acting on behalf of the
insurer, may waive the insurer’s right to the hearing. After the hearing, the commissioner shall
enter an order disposing of the matter as the facts require. If the insurance company fails to appear
a a hearing after having been duly natified of it, the company shall be considered in default, and
the proceeding may be determined against the company upon consideration of the order to show
cause, the alegations of which may be considered to be true.

Sec. 4. Minnesota Statutes 1996, section 60A.052, is amended by adding a subdivision to read:
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Subd. 4a. [WITHDRAWAL OF INSURER FROM STATE.] No insurer shall withdraw from
this state until its direct liahility to its policyholders and obligees under al its insurance contracts
then in force in this state have been assumed by another Ticensed insurer according to section
60A.09, subdivision 4a.

Sec. 5. Minnesota Statutes 1996, section 60A.06, subdivision 1, is amended to read:

Subdivision 1. [STATUTORY LINES.] Insurance corporations may be authorized to transact
in any state or territory in the United States, in the Dominion of Canada, and in foreign countries,
when specified in thelr charters or certificates of incorporation, either as originaly granted or as
thereafter amended, any of the following kinds of business, upon the stock plan, or upon the
mutual plan when the formation of such mutual companies is otherwise authorized by law; and
business trusts as authorized by law of this state shall only be authorized to transact in this state
the following kind of business hereinafter specified in clause (7) hereof when specified in their
"declaration of trust":

(1) To insure against loss or damage to property on land and against loss of rents and rental
values, leaseholds of buildings, use and occupancy and direct or consequential loss or damage
caused by fire, smoke or smudge, water or other fluid or substance, lightning, windstorm, tornado,
cyclone, earthquake, collapse and slippage, rain, hail, frost, snow, freeze, change of temperature,
weather or climatic conditions, excess or deficiency of moisture, floods, the rising of waters,
oceans, lakes, rivers or their tributaries, bombardment, invasion, insurrection, riot, civil war or
commotion, military or usurped power, electrical power interruption or electrical breakdown from
any cause, railroad equipment, motor vehicles or aircraft, accidental injury to sprinklers, pumps,
conduits or containers or other apparatus erected for extinguishing fires, explosion, whether fire
ensues or not, except explosions on risks specified in clause (3); provided, however, that there may
be insured hereunder the following: (a) explosion of any kind originating outside the insured
building or outside of the building containing the property insured, (b) explosion of pressure
vessels which do not contain steam or which are not operated with steam coils or steam jackets;
and (c) risks under home owners multiple peril policies,

(2)(a) To insure vessels, freight, goods, wares, merchandise, specie, bullion, jewels, profits,
commissions, bank notes, bills of exchange, and other evidences of debt, bottomry and
respondentiainterest, and every insurance appertaining to or connected with risks of transportation
and navigation on and under water, on land or in the air;

(b) To insure all personal property floater risks;

(3) To insure against any loss from either direct or indirect damage to any property or interest
of the assured or of another, resulting from the explosion of or injury to (a) any boiler, heater or
other fired pressure vessel; (b) any unfired pressure vessel; (C) pipes or containers connected with
any of said boilers or vessals, (d) any engine, turbine, compressor, pump or wheel; (€) any
apparatus generating, transmitting or using electricity; (f) any other machinery or apparatus
connected with or operated by any of the previously named boilers, vessels or machines, and
including the incidental power to make inspections of and to issue certificates of inspection upon,
any such boilers, apparatus, and machinery, whether insured or otherwise;

(4) To make contracts of life and endowment insurance, to grant, purchase, or dispose of
annuities or endowments of any kind; and, in such contracts, or in contracts supplemental thereto
to provide for additional benefits in event of death of the insured by accidental means, total
permanent disability of the insured, or specific dismemberment or disablement suffered by the
insured, or acceleration of life or endowment or annuity benefits in advance of the time they
would otherwise be payable;

(5)(a) To insure against loss or damage by the sickness, bodily injury or death by accident of
the assured or dependents or those for whom the assured has assumed a portion of the liability for
thgd lOZIS or damage, including liability for payment of medical care costs or for provisions of
medical care;

(b) To insure against the legal liability, whether imposed by common law or by statute or
assumed by contract, of employers for the death or disablement of, or injury to, employees,
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(6) To guarantee the fidelity of persons in fiduciary positions, public or private, or to act as
surety on official and other bonds, and for the performance of official or other obligations

(7) To insure owners and others interested in real estate against loss or damage, by reason of
defective titles, encumbrances, or otherwise;

(8) To insure against loss or damage by breakage of glass, located or in transit;
(9)(a) To insure against loss by burglary, theft, or forgery;

(b) To insure against loss of or damage to moneys, coins, bullion, securities, notes, drafts,
acceptance or any other valuable paper or document, resulting from any cause, except whilein the
custody or possession of and being transported by any carrier for hire or in the mail;

(c) To insure individuals by means of an all risk type of policy commonly known as the
"personal property floater" against any kind and all kinds of loss of or damage to, or loss of use of,
any personal property other than merchandise;

(d) To insure against loss or damage by water or other fluid or substance;
(10) To insure against loss from death of domestic animals and to furnish veterinary service;

(11) To guarantee merchants and those engaged in business, and giving credit, from loss by
reason of giving credit to those dealing with them; this shall be known as credit insurance;

(12) To insure against loss or damage to automobiles or other vehicles or aircraft and their
contents, by collision, fire, burglary, or theft, and other perils of operation, and against liability for
damage to persons, or property of others, by collision with such vehicles or aircraft, and to insure
against :fny loss or hazard incident to the ownership, operation, or use of motor or other vehicles
or aircraft;

(13) To insure against liability for loss or damage to the property or person of another caused
by the insured or by those for whom the insured is responsible, including insurance of medical,
hospital, surgical, funeral or other related expense of the insured or other person injured,
irrespective of legal liability of the insured, when issued with or supplemental to policies of
liability insurance;

(14) To insure against loss of or damage to any property of the insured, resulting from the
ownership, maintenance or use of elevators, except loss or damage by fire;

(15) To insure against attorneys fees, court costs, witness fees and incidental expensesincurred
in connection with the use of the professional services of attorneys at law.

Sec. 6. Minnesota Statutes 1996, section 60A.06, subdivision 2, is amended to read:

Subd. 2. [OTHER LINES.] Any insurance corporation or association heretofore or hereafter
licensed to transact within the state any of the kinds or classes of insurance specifically authorized
under the laws of this state may, when authorized by its charter, transact within and without the
state any lines of insurance germane to its charter powers and not specifically provided for under
the laws of this state when these lines, or combinations of lines, of insurance are not in violation of
the congtitution or the laws of the state and, in the opinion of the commissioner, not contrary to
public policy, provided the company or association shall first obtain authority of the commissioner
and meet such-requirements-as-to capital or surplus-er-beth; and other solvency and policy form
r;gui rements as the commissioner shall prescribe. These additional hazards may be insured against

y attachment to, or in extension of, any policy which the company may be authorized to issue
under the laws of this state. This subdivision shall apply to companies operating upon the stock or
mutual plan, reciprocal or interinsurance exchanges.

Sec. 7. Minnesota Statutes 1996, section 60A.075, subdivision 1, is amended to read:

Subdivision 1. [DEFINITIONS.] For the purposes of this section, the terms in this subdivision
have the meanings given them.
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(a) "Eligible member" means a policyholder whose policy is in force as of the record date,
which is the date that the mutual company’s board of directors adopts a plan of conversion or
some other date specified as the record date in the plan of conversion and approved by the
commissioner. Unless otherwise provided in the plan, a person insured under a group policy Is not
an eligible member, unless on the record date:

(2) the person is insured or covered under a group life policy or group annuity contract under
which funds are accumulated and allocated to the respective covered persons,

(2) the person has the right to direct the application of the funds so allocated,;

(3) the group policyholder makes no contribution to the premiums or deposits for the policy or
contract; and

(4) the converting mutual company has the names and addresses of the persons covered under
the group life policy or group annuity contract.

(b) "Reorganized company" means a Minnesota domestic stock insurance company that has
converted from a Minnesota domestic mutual insurance company according to this section.

(c) "Plan of conversion' or "plan" means a plan adopted by a Minnesota domestic mutual
insurance company’s board of directors under this section to convert the mutual company into a
Minnesota domestic stock insurance company.

(d) "Policy" means a policy or contract of insurance issued by a converting mutual company,
including an annuity contract.

(e) "Commissioner" means the commissioner of commerce.

(f) "Converting mutual company” means a Minnesota domestic mutual insurance company
seeking to convert to a Minnesota domestic stock insurance company according to this section.

(g) "Effective date of a conversion” means the date determined according to subdivision 6.

(h) "Membership interests’ means all policyholders rights as members of the converting
mutual company, including but not limited to, rights to vote and to participate in any distributions
of surplus, whether or not incident to the company’s liquidation.

(i) "Equitable surplus’ means the converting mutua company’s surplus as regards
policyholders as of the effective record date of the conversion or other date approved by the
commissioner determined in a manner that is not unfair or inequitable to policyholders.

() "Permitted issuer" means. (1) a corporation organized and owned by the converting mutual
company or by any other insurance company or insurance holding company for the purpose of
purchasing and holding all-ef-the-steck securities representing a majority of voting control of the
reorganized company; (2) a stock insurance company owned by the converting mutual company or
by any other insurance company or insurance holding company into which the converting mutual
company will be merged; or (3) any other corporation approved by the commissioner.

Sec. 8. Minnesota Statutes 1996, section 60A.075, subdivision 8, is amended to read:

Subd. 8. [SHARE CONVERSION.] A plan of conversion under this subdivision shall provide
for exchange of policyholders membership interests in return for shares in the reorganized
company, according to paragraphs (a) to (c).

() The policyholders membership interests shall be exchanged, in a manner that takes into
account the estimated proportionate contribution of equitable surplus of each class of participating
policies and contracts, for al of the common shares of the reorganized company or common
shares of its parent company or a permitted issuer, or for a combination of the common shares of
the reorganized company or common shares of its parent company or a permitted issuer.

(b) Unless the anticipated issuance within a shorter period is disclosed in the plan of
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conversion, the issuer of common shares shall not, within two years after the effective date of
reorganization, issue either of the following:

(1) any of its common shares or any securities convertible with or without consideration into
the common shares or carrying any warrant to subscribe to or purchase common shares; and

(2) any warrant, right, or option to subscribe to or purchase the common shares or other
securities described in paragraph (@), except for the issue of common sharesto or for the benefit of
policyholders according to the plan of conversion and the issue of eptiens nontransferable
subscription rights for the purchase of common shares being granted to officers, directors, or

a tax qualified employee benefit plan of the reorganized company or its parent
company, if any, or a permitted issuer, according to this-section subdivision 11.

(c) Unless the common shares have a public market when issued, the issuer shall use its best
efforts to encourage and assist in the establishment of a public market for the common shares
within two years of the effective date of the conversion or alonger period as disclosed in the plan
of conversion. Within one year after any offering of stock other than the initial distribution, but no
later than six years after the effective date of the conversion, the reorganized company shall offer
to make available to policyholders who received and retained shares of common stock or
securities described in paragraph (b), clause (1), a procedure to dispose of those shares of stock at
market value without brokerage commissions or similar fees.

Sec. 9. Minnesota Statutes 1996, section 60A.075, subdivision 9, is amended to read:

Subd. 9. [SURPLUS DISTRIBUTION.] A plan of conversion under this subdivision shall
provide for the exchange of the policyholders' membership interests in return for the operation of
the converting mutual company’s participating policies as a closed block of business and for the
distribution of the company’s equitable surplus to policyholders and shall provide for the issuance
of new shares of the reorganized company or its parent corporation, each according to paragraphs

(@ to (i).

(@ The converting mutual company’s participating business, comprised of its participating
policies and contracts in force on the effective date of the conversion or other reasonable date as
provided in the plan, shall be operated by the reorganized company as a closed block of
participating business. However, at the option of the converting mutual company, group policies
and group contracts may be omitted from the closed block.

(b) Assets of the converting mutual company must be alocated to the closed block of
participating business in an amount equal to the reserves and liabilities for the converting mutual
life insurer’s participating policies and contracts in force on the effective date of the conversion.
The plan must be accompanied by an opinion of an independent qualified actuary who meets the
standards set forth in the insurance laws or regulations for the submission of actuarial opinions as
to the adequacy of reserves or assets. The opinion must relate to the adequacy of the assets
allocated to support the closed block of business. The actuarial opinion must be based on methods
of analysis considered appropriate for those purposes by the Actuaria Standards Board.

(c) The reorganized company shall keep a separate accounting for the closed block and shall
make and include in the annual statement to be filed with the commissioner each year a separate
statement showing the gains, losses, and expenses properly attributable to the closed block.

(d) Notwithstanding the establishment of a closed block, the entire assets of the reorganized
company shall be available for the payment of benefits to policyholders. Payment must first be
made from the assets supporting the closed block until exhausted, and then from the general assets
of the reorganized company.

(e) The converting mutual company’s equitable surplus shall be distributed to eligible
participating policyholders in a form or forms selected by the converting mutual company. The
form of distribution may consist of cash, securities of the reorganized company, securities of
another ingtitution, a certificate of contribution, additional life insurance, annuity benefits,
increased dividends, reduced premiums, or other equitable consideration or any combination of
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forms of consideration. The consideration, if any, given to a class or category of policyholders
may differ from the consideration given to another class or category of policyholders. A certificate
of contribution must be repayable in ten years, be equal to 100 percent of the value of the
policyholders membership interest, and bear interest at the highest rate charged by the
reorganized company for policy loans on the effective date of the conversion.

(f) The consideration must be allocated among the policyholders in a manner that is fair and
equitable to the policyholders

(9) The reorganized company or its parent corporation shall issue and sell shares of one or more
classes having a total price equal to the estimated value in the market of the shares on the initial
offering date. The estimated value must take into account all of the following:

(2) the pro forma market value of the reorganized company;
(2) the consideration to be given to policyholders according to paragraph (e);
(3) the proceeds of the sale of the shares; and

(4) any additional value attributable to the shares as a result of a purchaser or a group of
purchasers who acted in concert to obtain shares in the initial offering, attaining, through such
purchase, control of the reorganized company or its parent corporation.

(h) If a purchaser or a group of purchasers acting in concert is to attain control in the initial
offering, the mutual company shall not, directly or indirectly, pay for any of the costs or expenses
of conversion of the mutual company, whether or not the conversion is effected, except with
permission of the commissioner.

(i) Periodically, with the commissioner’s approval, the reorganized company may share in the
profits of the closed block of participating business for the benefit of stockholders if the assets
allocated to the closed block are in excess of those necessary to support the closed block.

Sec. 10. Minnesota Statutes 1996, section 60A.077, subdivision 1, is amended to read:

Subdivision 1. [FORMATION.] (&) A domestic mutual insurance company, upon approval of
the commissioner, may reorganize by forming an insurance holding company based upon a mutual
plan and continuing the corporate existence of the reorganizing insurance company as a stock
insurance company. The commissioner, if satisfied that the interests of the policyholders are
properly protected and that the plan of reorganization is fair and equitable to the policyholders,
may approve the proposed plan of reorganization and may require as a condition of approval the
modifications of the proposed plan of reorganization as the commissioner finds necessary for the
protection of the policyholders interests. The commissioner shall retain jurisdiction over the
mutual insurance holding company according to this section and chapter 60D to assure that
policyholder and member interests are protected.

(b) All of the initial voti n% shares of the capital stock of the reorganized insurance company
must be issued to the mutu insurance holding company or to an intermediate stock holding
company A W , , ny. The membership
interests of the pol |cyholders of the reorganized i msurance company become membershi p interests
in the mutual insurance holding company. "Membership interests' means those interests described
in section 60A.075, subdivision 1, paragraph (h). Policyholders of the reorganized insurance
company shall be members of the mutual insurance holding company and their voting rights must
be determined in accordance with the articles of incorporation and bylaws of the mutual insurance
holding company. The mutual insurance holding company shall, at al times, directly or through an
one or more intermediate stock holding company companies, control a majority of the vaoting
shares of the capital stock of the reorganized insurance company, taking into account any potential
dilution resulting from convertible securities.

(c) A majority of the board of directors of a mutua insurance holding company must be
disinterested directors. For purposes of this section, a director is disinterested if (i) the director is
not or has not within the past two years been an officer or employee of the mutual insurance
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holding company or any subsidiary or predecessor corporation, and (ii) the director does not hold,
directly or indirectly, a material ownership interest in any subsidiary of the mutual insurance
holding company. An ownership interest is materia if it represents more than one-half of one
percent of the voting securities of the issuer, or a larger percentage as the commissioner may

approve.
Sec. 11. Minnesota Statutes 1996, section 60A.077, subdivision 2, is amended to read:

Subd. 2. [MERGER.] (a8) A domestic or foreign mutual insurance company, upon the approval
of the commissioner, may reorganize by merging its policyholders membership interests into a
mutual insurance holding company formed according to subdivison 1 and continuing the
corporate existence of the reorganizing insurance company as a stock insurance company
subsidiary of the mutual insurance holding company or of an intermediate stock holding company.
"Membership interests’ means those interests described in section 60A.075, subdivision 1,
paragraph (h). The commissioner, if satisfied that the interests of the pelieyhelder policyholders of
the reorganizing company and the interests of the existing members of the mutual insurance
holding company are properly protected and that the merger is fair and equitable to the
policyholders those parties, may approve the proposed merger and may require as a condition of
approval the modifications of the proposed merger as the commissioner finds necessary for the
protection of the policyholders’ or members' interests. The commissioner shall retain jurisdiction,
under chapter 60D, over the mutual insurance holding company organized according to this
section to assure that policyholder and member interests are protected.

(b) All of the initial voting shares of the capital stock of the reorganized insurance company
must be issued to the mutual insurance holding company, or to an intermediate stock holding
company tha A W , 2l any. The membership
interests of the pol |cyholders of the reorganized i msurance company become membershi p interests
in the mutua insurance holding company. Policyholders of the reorganized insurance company
shal be members of the mutual insurance holding company and their voting rights must be
determined according to the articles of incorporation and bylaws of the mutual insurance holding
company. The mutual insurance holding company shall, at all times, directly or through one or
more intermediate stock holding companies, control a majority of the voting shares of the capita
stock of the reorganized insurance company, taking into account any potential dilution resulting
from convertible securities.

(c) A domestic mutual insurance holding company may merge with a domestic or foreign
mutual insurance holding company in the manner prescribed for the merger of insurance
companies set forth in section 60A.16, with any exceptions or modifications the commissioner

may approve.
Sec. 12. Minnesota Statutes 1996, section 60A.077, subdivision 3, is amended to read:

Subd. 3. [PLAN OF REORGANIZATION; APPROVAL BY COMMISSIONER]] (a) Fhe A
reorganizing or merging insurer or a merging mutual insurance holdi ng company shall

, , by the affirmative vote of a majority of its board of directors, for

adopt a plan of reorganization or merger consistent with

the requirements of this section and file the plan with the commissioner. At any time before the

approval of a plan by the commissioner, the company, by the affirmative vote of a mgority of its
directors, may amend or withdraw the plan. The plan must provide for the following:

(1) in the case of a reorganization under subdivision 1, establishing a mutual insurance holding
company Wlth at least one stock insurance company sub5|d| ary,

or |n the case of a reorganl zatl on under subd|V|S|on 2 a descnptl on of

the terms and conditions of the proposed merger;

(2) analyzing the benefits and risks attendant to the proposed reorganization, including the
rationale for the reorganization and analysis of the comparative benefits and risks of a
demutualization under section 60A.075;
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(3) protecting the immediate and long-term interests of existing policyholders,

(4) ensuring immediate membership in the mutual insurance holding company of all existing
policyholders of the reorganizing domestic insurance company;

(5) describing a plan providing for membership interests of future policyholders,

(6) describing the number of members of the board of directors of the mutual insurance holding
company required to be policyholders,

¥ describing
the mutual msurance hoId| ng company s plan for dlstrlbutlons to members or other uses of

accumulated mutual holding company earnings,

{9) (8) describing the nature and content of the annual report and financial statement to be sent
to each member;

{206) (9) a copy of the proposed mutua insurance holding company’s articles of incorporation
and bylaws specifying all membership rights;

{41} (10) the names, addresses, and occupational information of all corporate officers and
members of the proposed mutual insurance holding company board of directors;

(12) (11) information sufficient to demonstrate that the financia condition of the reorganizing
or merging company will not be materially diminished upon reorganization, including information
concerning any subsidiaries of the reorganizing or merging insurers that will become subsidiaries
of the mutual insurance holding company or an intermediate holding company as part of the

reorganization;

{43) (12) a copy of the articles of incorporation and bylaws for any proposed insurance
company subsidiary or intermediate holding company subsidiary;

{24) (13) describing any plans for the an initial sale or subscription of stock fer or other
securities of the reorganized insurance company or any intermediate holding company; and

{25) (14) any other information requested by the commissioner or required by rule.

(b) The commissioner may approve the plan upon finding that the requirements of this section
have been fully met and the plan will protect the immediate and long-term interests of
policyholders.

(c) The commissioner may retain, at the reorganizing or merging mutual company’s expense,
any qualified experts not otherwise a part of the commissioner’s staff to assist in reviewing the
plan.

(d) The commissioner may, but need not, conduct a public hearing regarding the proposed plan.
The hearing must be held within 30 days after submission of a completed plan of reorganization to
the commissioner. The commissioner shall give the reorganizing mutual company at least 20 days
notice of the hearing. At the hearing, the reorganizing mutual company, its policyholders, and any
other person whose interest may be affected by the proposed reorganization, may present
evidence, examine and cross-examine witnesses, and offer oral and written arguments or
comments according to the procedure for contested cases under chapter 14. The persons
participating may conduct discovery proceedings in the same manner as prescribed for the district
courts of this state. All discovery proceedings must be concluded no later than three days before
the scheduled commencement of the public hearing.
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Sec. 13. Minnesota Statutes 1996, section 60A.077, subdivison 5, is amended to read:

Subd. 5. [APPROVAL BY MEMBERS] The plan shall be approved
Ergvr ided in section 60A.075, subdivision 5. by the eligible members described in paragraphs (a) to
C).

(@) In the case of aformation under subdivision 1, the plan must be approved by the eligible
members of the reorganizing insurance company.

(b) In the case of amerger under subdivision 2, paragraph (a), the plan must be approved by the
eligible members of the merging insurance company and by the eligible members of the mutual
insurance holding company into which the policyholders membership interests are to be merged.
The vote of the eligible members of the mutual insurance holding company is not required if the
commissioner determines that the merger would not be materia to the financial condition of the
mutual insurance holding company.

() In the case of a merger of two mutual insurance holding companies under subdivision 2,
paragraph (c), the plan must be approved by the eligible members of both companies. The vote of
the eligible members of the surviving mutual holding company is not required if the commissioner
determines that the merger would not be material to the financid condition of the surviving

company.
Sec. 14. Minnesota Statutes 1996, section 60A.077, subdivision 6, is amended to read:

Subd 6. [INCORPORATION] A mutual insurance holdrng company

mcorporated pursuant to chapter 300 The artl cIes of |ncorporat| on and any amendments to the
articles of the mutual insurance holding company are subject to approval of the commissioner in
the same manner as those of an insurance company. Members of a mutual insurance holding
company shall be entitled to vote on all matters required to be submitted to members under chapter
300 and shdl additiondlly be treated as shareholders for purposes of the voting approval
regquirements of section 300.09.

Sec. 15. Minnesota Statutes 1996, section 60A.077, subdivision 7, is amended to read:

Subd. 7. [APPLICABILITY OF CERTAIN PROVISIONS] (@) A In the event of the
insolvency of a mutual insurance holding company, the mutual insurance holding company is

considered to be an insurer subject to chapter GOB

policyholders. A mutual insurance hoI d| ng company shall not dlssolve or |IC]UI date wrthout the
approval of the commissioner or as ordered by the-distriet a court aceerding-to-chapter-60B of
competent jurisdiction.

(b) A mutual insurance holding company is subject to chapter 60D to-the-extent-consistent with

(c) As a condition to approval of the plan, the commissioner may require the mutual insurance
holding company to comply with any provision of the insurance laws necessary to protect the
interests of the policyholders as if the mutual insurance holding company were a domestic mutual
insurance company.

(d) No person or group of persons other than the chief executive officer of a mutual insurance
holding company, or the chief executive officer’s designee, shall seek to obtain proxies from the
members of the mutua insurance holding company for the purposes of affecting a change of
contral of the mutual insurance holding company unless that person or persons have filed with the
commissioner and have sent to the mutual insurance holding company a statement containing the
information required by section 60D.17. Section 60D.17, subdivisions 2 to 7, apply in the event of
a proxy solicitation regulated by this paragraph.
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(e) For purposes of this subdivision, the term "control," including the terms "controlling,”
"controlled by," and "under common control with,” means the possession, direct or indirect, of the
power to direct or cause the direction of the management and policies of a person, whether
through membership voting interests, by contract other than a commercia contract for goods or
nonmanagement services, or otherwise, unless the power is the result of an official position with,
corporate office held by, or court appointment of, the person. Control is presumed to exist if any
person directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing, ten percent or more of the membership voting interests of the mutual insurance
holding company. This presumption may be rebutted by a showing made in the manner provided
by section 60D.19, subdivision 11, that control does not exist in fact. The commissioner may
determine after furnishing all persons in interest notice and opportunity to be heard and making
specific findings of fact to support the determination, that control exists in fact, notwithstanding
the absence of a presumption to that effect.

Sec. 16. Minnesota Statutes 1996, section 60A.077, subdivison 8, is amended to read:

Subd. 8. [APPLICABILITY OF DEMUTUALIZATION PROVISIONS] (a) Except as
otherwise provided, section 60A.075 is not applicable to a reorganization or merger according to
this section, 075, .

(b Sect| on 60A.075 is appI|cabIe to demutuallzatlon of a mutual msurance holdlng company

chapten%@@ as |f it were a mutuaJ msurance company

(c) Section 60A.075, subdivisions 14 to 16, are applicable to a reorganization or merger under
this section.

Sec. 17. Minnesota Statutes 1996, section 60A.077, subdivision 9, is amended to read:

Subd. 9. [MEMBERSHIP INTERESTS] A membership interest in a domestic mutual
insurance holding company does not constitute a security as defined in section 80A.14,
subdivision 18. No member of a mutua insurance holding company may transfer or pledge
membership in the mutual insurance holding company or any right arising from the membership
except as attendant to the valid transfer or assignment of the member’s policy in any reorganized
company that gave rise to the member’s membership interest. A member of a mutual insurance
holding company is not, as a member, persondly liable for the acts, debts, liabilities or
obligations of the company. No assessments of any kind may be imposed upon the members of a
mutual insurance holding company by the directors or members, or because of any liability of any
company owned or controlled by the mutua insurance holding company or because of any act,
debt, or Tiability of the mutua insurance holding company. A member’s interest in the mutual
insurance holding company shall automatically terminaie upon cancellation, nonrenewal,
expiration, or termination of the member’s policy in any insurance company that gave rise to the
member’s membership interest.

Sec. 18. Minnesota Statutes 1996, section 60A.077, subdivision 10, is amended to read:

Subd. 10. [FINANCIAL STATEMENT REQUIREMENTS] (&) In addition to any items
required under chapter 60D, each mutual insurance holding company shall file with the
commissioner, by April 1 of each year, an annual statement consisting of the following:

(1) an income statement, balance sheet, and cashflow statement prepared in accordance with
generally accepted accounting principles,

(2) complete information on the status of any closed block formed as part of a plan of
reorganization;

(3) an investment plan covering all assets; and

(4) a statement disclosing any intention to pledge, borrow against, alienate, hypothecate, or in
any way encumber the assets of the mutual insurance holdi ng company or an |ntermed|ate stock
holding company A aken-a
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(b) The aggregate pledges and encumbrances of a mutual insurance holding company’s assets
snall not affect more than 49 percent of the eempany’s stock in ownership of any subsidiary
insurance holding company or subsidiary insurance company that resulted from a reorganization
or merger.

(c) At least 50 percent of the generally accepted accounting principles (GAAP) net worth of a
mutual insurance holding company must be invested in insurance company subsidiaries.

Sec. 19. Minnesota Statutes 1996, section 60A.077, subdivision 11, is amended to read:

Subd. 11. [SALE OF STOCK AND PAYMENT OF DIVIDENDS] (a) A reorganized
insurance company and an intermediate stock holding company may issue subscription rights and
may issue or grant any other securities, rights, options, and similar items to the same extent as any
business corporation organized under chapter 302A. However, except as provided in paragraphs
(b), (c), and (d), no sehicitationfor-the sale of the-stoek securities of the reorganized insurance
company, or of an intermediate stock holding company
that directly or indirectly controls a majority of voting shares of the reorganized insurance

company, may be made without the commissioner’s prior written approval.

(b) A registration statement covering securities that has been approved by the commissioner
and filed with and declared effective by the Securities and Exchange Commission under the
Securities Act of 1933 pursuant to any provision of that statute or rule that allows registration of
securities to be sold on a delayed or continuous basis may be sold without further approval.

(c) Unless the commissioner has granted the mutual insurance holding company a written
exemption from the reguirements of this paragraph any securities which are regularly traded on
the New York Stock Exchange, the American Stock Exchange, or another exchange approved by
the commissioner, or designated on the National Association of Securities Dealers automated
guotations (NASDAQ) national market system, shall be sold according to the procedure in this
paragraph. If the mutual insurance holding company, an intermediate holding company, or a
reorganized insurance company intendsto offer securitiesthat are governed by this paragraph, that
entity shall deliver to the commissioner, not less than ten days before the offering, a notice of the
planned offering and information regarding: (1) the approximate number of shares intended to be
offered; (2) thetarget date of sale; (3) evidence the security is regularly traded on one of the public
exchanges noted above; and (4) the recent history of the trading price and trading volume of the
security. The commissioner is considered to have approved the sdle unless within ten days
following receipt of the notice, the commissioner issues an objection to the sale. If the
commissioner issues an objection to the sale, the security may not be sold until the commissioner
issues an order approving the sde.

(d) A reorganized insurance company or intermediate holding company that has issued
securities that are regularly traded on one of the exchanges or markets described in paragraph (c),
may establish stock option, incentive, and share ownership plans customary for publicly traded
companiesin the same or similar industries. If the reorganized insurance company or intermediate
holding company intends to establish a stock option, incentive or share ownership plan, that entity
shall deliver to the commissioner, not less than 30 days before the establishment of the plan, a
notice of the proposed plan along with any information about the proposed plan the commissioner
requires. The commissioner is considered to have approved the plan unless within 30 days
following receipt of the notice, the commissioner issues an objection to the proposed plan. If the
commissioner issues an objection to the proposed plan, the plan may not be established until the
commissioner issues an order approving the plan. If the commissioner approves the establishment
of the stock option, incentive or share ownership plan, the reorganized insurance company or the
intermediate holding company that obtained the approval may sell or issue securities according to
the approved plan without further approval.

(e) The total number of shares of capital stock issued by the reorganized insurance company or
an intermediate holding company that may be held by directors and officers of the mutual
insurance holding company, any intermediate holding company, and of any reorganized insurance
company, and acquired according to subscription rights or stock option, incentive, and share
ownership plans, may not exceed the percentage limits set forth in section 60A.075, subdivision
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11, paragraph (b). Subject to the requirements of subdivision 1, paragraph (c), nothing in this
section prohibits the acquisition of any securities of a reorganized insurance company or
intermediate stock holding company through a licensed securities broker-dealer by any officer or
director of the reorganized company, an intermediate stock holding company, or the mutual
insurance holding company.

(f) Dividends and other distributions to the shareholders of the reorganized stock insurance
company or of an intermediate stock holding company [ [
must comply with section 60D.20. Any dividends and other distributions to the members of the
mutual insurance holding company must comply with section 60D.20 and any other approval
requirements contained In the mutual insurance holding company’s articles of incorporation.

(9) Unless previously approved as part of the plan of reorganization, the initial offering of any
voting shares to the public by areorganized company, a stock insurance company subsidiary, or an
intermediate holding company which holds a majority of the voting shares of a reorganized
insurance company or stock insurance company subsidiary, must be approved by a mgority of
votes cast a a regular or specia meeting of the members of the mutual insurance holding
company. Any issuer repurchase program, plan of exchange, recapitalization, or offering of capital
securities to the public, shall, in addition to any other approvals required by law or by theissuer’s
articles of incorporation, be approved by a majority of the board of directors of the mutual
insurance holding company and by a maority of the disinterested members of the board of
directors of the mutual insurance holding company.

Sec. 20. Minnesota Statutes 1996, section 60A.077, is amended by adding a subdivision to
read:

Subd. 12. [PROVISIONS IN THE EVENT OF INSURER INSOLVENCY ] (@) In the event of
any insolvency proceeding involving an insolvent stock subsidiary, the assets of the mutual
insurance holding company, together with any assets of any intermediate holding company that
directly or indirectly controls the insolvent stock subsidiary, must be available to satisty the
policyholder obligations of the insolvent stock subsidiary in an amount determined by the
commissioner, but in no event more than the total amount of nonpolicyholder dividends paid by
the insolvent stock subsidiary to the mutual insurance holding company, or any intermediate
holding company that controls the insolvent stock subsidiary, during the ten-year period
immediately preceding the date of insolvency.

(b) In determining the required contribution by the mutual insurance holding company or any
intermediate stock holding company which controls the insolvent stock subsidiary, the
commissioner shall take into account among other factors.

(2) the possible direct or indirect negative effects of any required contribution on any insurance
company affiliate of the insolvent stock subsidiary; and

(2) the possible direct or indirect, long-term, or short-term negative effects on the members of
the mutual insurance holding company, other than those members who, are, or were policyholders
of the insolvent stock subsidiary.

Nothing in this subdivision limits the powers of the commissioner or the liquidator under
chapter 60B.

(c) For purposes of this subdivision, the following terms have the meanings given:

(1) "date of insolvency” means, as to an insolvent stock subsidiary, the date established in
accordance with chapter 60B or comparable statute of another state governing the rehabilitation or
liquidation of a foreign insolvent stock subsidiary;

(2) "insolvency proceeding’ means any proceeding under chapter 60B or comparabl e statute of
another state governing the rehabilitation and liquidation of a foreign insolvent stock subsidiary;

(3) "insolvent stock subsidiary" means any stock insurance company subsidiary of a mutual
insurance holding company that resulted from the reorganization of a domestic or foreign mutual
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insurance company according to subdivison 1 or 2, or any other stock insurance company
subsidiary that is subject to an insolvency proceeding, which on the date of insolvency hasin tforce
palicies that have given rise to membership interests in the mutual insurance holding company;

(4) "control" has the meaning given in section 60D.15, subdivision 4; and
(5) "dividends' include distributions of cash or any other assets.
Sec. 21. Minnesota Statutes 1996, section 60A.092, subdivision 6, is amended to read:

Subd. 6. [SINGLE ASSUMING INSURER; TRUST FUND REQUIREMENTS] In the case of

a smgle assuming insurer, the trust shall consist of a trusteed account representing the assuming

insurer’s liabilities aItrlbutabIe to business written in the United States and, in addition, the

atrusteed surplus of not less than $20,000,000 or such additional

amount as the commissioner deems necessary, and the assuming insurer shall maintain a its

surplus as regards policyholders in an amount not less than $50,000,000 for Tong-tail casualty
reinsurers as provided under subdivision 3, paragraph (a), clause (5).

Sec. 22. Minnesota Statutes 1996, section 60A.092, subdivision 11, is amended to read:

Subd. 11. [REINSURANCE AGREEMENT REQUIREMENTS] (a) If the assuming insurer is
not licensed or accredited to transact insurance or reinsurance in this state, the credit authorized
under subdivisions 4 and 5 shall not be allowed unless the assuming insurer agrees in the
reinsurance agreements.

(2) that in the event of the failure of the assuming insurer to perform its obligations under the
terms of the reinsurance agreement, the assuming insurer shall submit to the jurisdiction of any
court of competent jurisdiction in any state of the United States, comply with all requirements
necessary to give the court jurisdiction, and abide by the final decision of the court or of any
appellate court in the event of an appeal; and

(2) to designate the commissioner or a designated attorney as its true and lawful attorney upon
whom may be served any lawful process in any action, suit, or proceeding instituted by or on
behalf of the ceding company.

(b) Paragraph (a) is not intended to conflict with or override the obligation of the parties to a
reinsurance agreement to arbitrate their disputes, if an obligation to do so is created in the
agreement.

(c) Credit will not be granted, nor an asset or a reduction from liability allowed to a ceding
insurer for reinsurance effected with assuming insurers meeting the requirements of subdivision 2,
3,4, 5, 6, or 7, unless the reinsurance contract provides that in the event of the insolvency of the
ceding insurer, the reinsurance will be payable under the contract without diminution because of

that insolvency.
Sec. 23. Minnesota Statutes 1996, section 60A.10, subdivision 1, is amended to read:

Subdivision 1. [DOMESTIC COMPANIES] (1) [DEPOSIT AS SECURITY FOR ALL
POLICYHOLDERS REQUIRED.] No company in this state, other than farmers mutual, or real
estate title insurance companies, shal do business in this state unless it has on deposit with the
commissioner, for the protection of both its resident and nonresident policyholders, securitiesto an
amount the actual market value of which, excl uswe of mterast shall never be less than $200,000
P p40 88;-and $500,000 en-and
aﬁeHulyA—LQ% or one-half the appllcable financial requwement et forth in section 6OA. 07,
whichever isless. The securities shall be retained under the control of the commissioner aslong as
any policies of the depositing company remain in force.

(2) [SECURITIES DEFINED.] For the purpose of this subdivision, the word "securities’
means bonds or other obligations of, or bonds or other obligations insured or guaranteed by, the
United States, any state of the United States, any municipality of this state, or any agency or
instrumentality of the foregoing.
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(3) [PROTECTION OF DEPOSIT FROM LEVY.] No judgment creditor or other claimant
may levy upon any securities held on deposit with, or for the account of, the commissioner. Upon
the entry of an order by a court of competent jurisdiction for the rehabilitation, liquidation or
conservation of any depositing company as provided in chapter 60B, that company’s deposit
together with any accrued income thereon shall be transferred to the commissioner as rehabilitator,
liguidator, or conservator.

Sec. 24. Minnesota Statutes 1996, section 60A.111, subdivision 1, is amended to read:

Subdivision 1. [REPORT.] Annually, or more frequently if determined by the commissioner to
be necessary for the protection of policyholders, each foreign,—alien and domestic insurance
company other than a life insurance company shall report to the commissioner the ratio of its
qualified assets to its required liabilities.

Sec. 25. Minnesota Statutes 1996, section 60A.13, subdivision 1, is amended to read:

Subdivision 1. [ANNUAL STATEMENTS REQUIRED.] Every insurance company, including
fraternal benefit societies, and reciprocal exchanges, doing business in this state, shall transmitto
file with the commissioner, annually, on or before March 1, the appropriate verified National
Association of Insurance Commissioners annual statement blank, prepared in accordance with the
association’s instructions handbook and following those accounting procedures and practices
prescribed by the association’s accounting practices and procedures manual, unless the
commissioner requires or finds another method of valuation reasonable under the circumstances.
Another method of valuation permitted by the commissioner must be at least as conservative as
those prescribed in the association’s manual. All companies required to file an annual statement
under this subdivision must also file with the commissioner a copy of their annual statement on
computer diskette. All Minnesota domestic insurers required to file annual statements under this
subdivision must also file quarterly statements with the commissioner for the first, second, and
third calendar quarter on or before 45 days after the end of the applicable quarter, prepared in
accordance with the association’s instruction handbook. All companies required to file quarterly
statements under this subdivision must also file a copy of their quarterly statement on computer
diskette. In addition, the commissioner may require the filing of any other information determined
to be reasonably necessary for the continual enforcement of these laws. The statement may be
limited to the insurer’s business and condition in the United States unless the commissioner finds
that the business conducted outside the United States may detrimentally affect the interests of
policyholdersin this state. The statements shall also contain a verified schedule showing all details
required by law for assessment and taxation. The statement or schedules shall be in the form and
shall contain all matters the commissioner may prescribe, and it may be varied asto different types
of insurers so as to elicit a true exhibit of the condition of each insurer.

Sec. 26. Minnesota Statutes 1996, section 60A.19, subdivision 1, is amended to read:

Subdivision 1. [REQUIREMENTS] Any insurance company of another state, upon
compliance with all laws governing such corporationsin general and with the foregoing provisions
so far as applicable and the following requirements, shall be admitted to do business in this state:

(1) It shall deposit with the commissioner a certified copy of its charter or certificate of
incorporation and its bylaws, and a statement showing its financial condition and business,
verified by its president and secretary or other proper officers,

(2) It shal furnish the commissioner satisfactory evidence of its legal organization and
authority to transact the proposed business and that its capital, assets, deposits with the proper
official of its own state, amount insured, number of risks, reserve and other securities, and
guaranties for protection of policyholders, creditors, and the public, comply with those required of
like domestic companies,

(3) By aduly executed instrument filed in the office of the commissioner, it shall appoint the
commissioner and successors in office its lawful attorneys in fact and therein irrevocably agree
that legal process in any action or proceeding against it may be served upon them with the same
force and effect as if personally served upon it, so long as any of its liability exists in this state;
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(4) It shal appoint, as its agents in this state, residents thereof, and obtain from the
commissioner a license to transact business;

(5) Regardless of what lines of business an insurer of another state is seeking to write in this
state, the lines of businessit is licensed to write in its state of incorporation shall be the basis for
establishing the financial requirements it must meet for admission in this state or for continuance
of its authority to write business in this state;

(6) No insurer of another state shall be admitted to do business in this state for a line of
business that it is not authorized to write in its state of incorporation, unless the statutes of that
state prohibit all insurers from writing that line of business.

Sec. 27. [60B.085] [IMMUNITY AND INDEMNIFICATION OF THE RECEIVER AND
EMPLOYEES]

Subdivision 1. [SCOPE.] The persons entitled to protection under this section are:

(1) al receivers responsible for the conduct of a delinquency proceeding under this chapter,
including present and former receivers, and

(2) their employees, meaning all present and former special deputies and assistant special
deputies, and all persons whom the commissioner, special deputies, or assistant special deputies
have employed to assist in a delinquency proceeding under this chapter. Attorneys, accountants,
auditors, and other professional persons or firms, who are retained by the receiver as independent
ct?ntractors and their employees shall not be considered employees of the receiver for purposes of
this section.

Subd. 2. [IMMUNITY FROM LIABILITY.] The receiver and the receiver's employees shall
have official immunity and shall be immune from suit and liability, both personally and in their
official capacities, for a claim for damage to or loss of property or personal injury or other civil
liability caused by or resulting from an aleged act, error, or omission of the receiver or an
employee arising out of or by reason of their duties or employment. Nothing in this subdivision
shall be construed to hold the receiver or an employee immune from suit or liability for damage,
loss, injury, or liability caused by the intentional or willful and wanton misconduct of the receiver
or an employee.

Subd. 3. [INDEMNIFICATION.] If alegal action is commenced against the receiver or any
employee, whether against the receiver or employee personaly or in their official capacity,
alleging property damage, property loss, personal injury, or other civil liability caused by or
resulting from an aleged act, error, or omission of the receiver or an employee arising out of or by
reason of their duties or employment, the receiver and employee must be indemnified from the
assets of the insurer for all expenses, attorneys' fees, judgments, settlements, decrees, or amounts
due and owing or paid in satisfaction or incurred in the defense of the legal action unless it is
determined upon a final adjudication on the merits that the alleged act, error, or omission of the
receiver or employee giving rise to the claim did not arise out of or by reason of the receiver's or
employee’ s duties or employment, or was caused by intentional or willful and wanton misconduct.

() Attorney’s fees and related expenses incurred in defending a legal action for which
immunity or indemnity is available under this section must be paid from the assets of the insurer,
as they are incurred, in advance of the final disposition of the action upon receipt of an
undertaking by or on behalf of the receiver or employee to repay the attorneys fees and expenses
if itis ultimately determined upon a fina adjudication on the merits that the receiver or employee
is not entitled to immunity or indemnity under this section.

(b) Indemnification for expense payments, judgments, settlements, decrees, attorneys fees,
surety bond premiums, or other amounts paid or to be paid from the insurer’s assets according to
this section is an administrative expense of the insurer.

(c) In the event of an actual or threatened litigation against a receiver or an employee for which
immunity or indemnity may be available under this section, a reasonable amount of fundswhichin
the judgment of the commissioner may be needed to provide immunity or indemnity must be
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segregated and reserved from the assets of the insurer as security for the payment of indemnity
until all applicable statutes of limitation have run and all actual or threatened actions against the
receiver or an employee have been completdly and finally resolved, and all obligations of the
insurer and the commissioner under this section have been satisfied.

(d) In lieu of segregation and reserving of funds, the commissioner may, in the commissioner’s
discretion, obtain a surety bond or make other arrangements that will enable the commissioner to
fully secure the payment of all obligations under this section.

Subd. 4. [SETTLEMENT COVERAGE.] If a lega action against an employee for which
indemnity may be available under this section is settled before final adjudication on the merits, the
insurer must pay the settlement amount on behalf of the employee, or indemnify the employee for
the settlement amount, unless the commissioner determines

(1) that the claim did not arise out of or by reason of the employee’ s duties or employment; or

(2) that the claim was caused by the intentional or willful and wanton misconduct of the
employee.

Subd. 5. [SETTLEMENT APPROVAL.] In alegal action in which the receiver is a defendant,
that portion of a settlement relating to the alleged act, error, or omission of the receiver is subject
to the approval of the court before which the delinguency proceeding is pending. The court shall
not approve that portion of the settlement if it determines.

(1) that the claim did not arise out of or by reason of the receiver’s duties or employment; or

(2) that the claim was caused by the intentional or willful and wanton misconduct of the
receiver.

Subd. 6. [CONSTRUCTION.] Nothing contained or implied in this section operates, or shall be
construed or applied, to deprive the recelver or an employee of immunity, indemnity, benefits of
law, rights, or any defense otherwise available.

Sec. 28. Minnesota Statutes 1996, section 60B.21, subdivision 2, is amended to read:

Subd. 2. [FIXING OF RIGHTS.] Upon issuance of the order, the rights and liabilities of any
such insurer and of its creditors, policyholders, shareholders, members, and all other persons
interested in its estate are fixed as of the date of filing of the petition for liquidation, except as
provided in sections 60B.22, 60B.25, clause (22), and 60B.39.

Sec. 29. Minnesota Statutes 1996, section 60B.25, is amended to read:
60B.25 [POWERS OF LIQUIDATOR]]

The liquidator shall report to the court monthly, or at other intervals specified by the court, on
the progress of the liquidation in whatever detail the court orders. The liquidator shall coordinate
activities with those of each guaranty association having an interest in the liquidation and shall
submit a report detailing how coordination will be achieved to the court for its approval within 30
days following appointment, or within the time which the court, in its discretion, may establish.
Subject to the court’s control, the liquidator may:

(1) Appoint a specia deputy to act under sections 60B.01 to 60B.61 and determine the deputy’s
compensation. The special deputy shall have all powers of the liquidator granted by this section.
The specia deputy shall serve at the pleasure of the liquidator.

(2) Appoint or engage employees and agents, actuaries, accountants, appraisers, consultants,
and other personnel deemed necessary to assist in the liquidation without regard to chapter 14.

(3) Fix the compensation of persons under clause (2), subject to the control of the court.

(4) Defray all expenses of taking possession of, conserving, conducting, liquidating, disposing
of, or otherwise dealing with the business and property of the insurer. If the property of the insurer
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does not contain sufficient cash or liquid assets to defray the costs incurred, the liquidator may
advance the costs so incurred out of the appropriation made to the department of commerce. Any
amounts so paid shall be deemed expense of administration and shall be repaid for the credit of the
department of commerce out of the first available money of the insurer.

(5) Hold hearings, subpoena witnesses and compel their attendance, administer oaths, examine
any person under oath and compel any person to subscribe to testimony after it has been correctly
reduced to writing, and in connection therewith require the production of any books, papers,
records, or other documents which the liquidator deems relevant to the inquiry.

(6) Collect al debts and money due and claims belonging to the insurer, wherever |ocated, and
for this purpose institute timely action in other jurisdictions, in order to forestall garnishment and
attachment proceedings against such debts; do such other acts as are necessary or expedient to
collect, conserve, or protect its assets or property, including sell, compound, compromise, or
assign for purposes of collection, upon such terms and conditions as the liquidator deems best, any
bad or doubtful debts; and pursue any creditor’s remedies available to enforce claims.

(7) Conduct public and private sales of the property of theinsurer in amanner prescribed by the
court.

(8) Use assets of the estate to transfer coverage obligations to a solvent assuming insurer, if the
transfer can be arranged without prejudice to applicable priorities under section 60B.44.

(9) Acquire, hypothecate, encumber, lease, improve, sell, transfer, abandon, or otherwise
dispose of or deal with any property of the insurer at its market value or upon such terms and
conditions as are fair and reasonable, except that no transaction involving property the market
value of which exceeds $10,000 shall be concluded without express permission of the court. The
liquidator may also execute, acknowledge, and deliver any deeds, assignments, releases, and other
instruments necessary or proper to effectuate any sale of property or other transaction in
connection with the liquidation. In cases where real property sold by the liquidator is located other
than in the county where the liquidation is pending, the liquidator shall cause to be filed with the
county recorder for the county in which the property is located a certified copy of the order of
appointment.

(10) Borrow money on the security of the insurer’s assets or without security and execute and
deliver al documents necessary to that transaction for the purpose of facilitating the liquidation.

(11) Enter into such contracts as are necessary to carry out the order to liquidate, and affirm or
disavow any contracts to which the insurer is a party.

(12) Continue to prosecute and institute in the name of the insurer or in the liquidator’s own
name any suits and other legal proceedings, in this state or el sewhere, and abandon the prosecution
of claims the liquidator deems unprofitable to pursue further. If the insurer is dissolved under
section 60B.23, the liquidator may apply to any court in this state or elsewhere for leave to be
substituted for the insurer as plaintiff.

(13) Prosecute any action which may exist in behalf of the creditors, members, policyholders,
or shareholders of the insurer against any officer of the insurer, or any other person.

(14) Remove any records and property of the insurer to the offices of the commissioner or to
such other place as is convenient for the purposes of efficient and orderly execution of the
liquidation.

(15) Deposit in one or more banks in this state such sums as are required for meeting current
administration expenses and dividend distributions.

(16) Deposit with the state board of investment for investment pursuant to section 11A.24, all
sums not currently needed, unless the court orders otherwise.

(17) File any necessary documents for record in the office of any county recorder or record
officein this state or elsewhere where property of the insurer is located.
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(18) Assert al defenses available to the insurer as against third persons, including statutes of
limitations, statutes of frauds, and the defense of usury. A waiver of any defense by the insurer
after a petition for liquidation has been filed shall not bind the liquidator.

(19) Exercise and enforce all the rights, remedies, and powers of any creditor, shareholder,
policyholder, or member, including any power to avoid any transfer or lien that may be given by
law and that is not included within sections 60B.30 and 60B.32.

(20) Intervene in any proceeding wherever instituted that might lead to the appointment of a
receiver or trustee, and act as the receiver or trustee whenever the appointment is offered.

(21) Enter into agreements with any receiver or commissioner of any other state relating to the
rehabilitation, liquidation, conservation, or dissolution of an insurer doing business in both states.

(22) Collect from an insured any unpaid earned premium or retrospectively rated premium due
the insurer based on the termination of coverage under section 60B.22. Premium on surety
businessis considered earned at inception if no policy term can be determined. All other premium
will be considered earned and will be prorated over the determined policy term, regardless of any
provision in the bond, guaranty, contract, or other agreement.

{22) (23) Exercise all powers now held or hereafter conferred upon receivers by the laws of this
state not inconsistent with sections 60B.01 to 60B.61.

{23) (24) The enumeration in this section of the powers and authority of the liquidator is not a
limitation, nor does it exclude the right to do such other acts not herein specifically enumerated or
otherwise provided for as are necessary or expedient for the accomplishment of or in aid of the
purpose of liquidation.

{24) (25) The power of the liquidator of a health maintenance organization includes the power
to transter coverage obligations to a solvent and voluntary health maintenance organization,
insurer, or nonprofit health service plan, and to assign provider contracts of the insolvent health
mai ntenance organization to an assuming health maintenance organization, insurer, or nonprofit
health service plan permitted to enter into such agreements. The liquidator is not required to meet
the notice requirements of section 62D.121. Transferees of coverage obligations or provider
contracts shall have no liability to creditors or obligees of the health maintenance organization
except those liabilities expressly assumed.

Sec. 30. [60B.365] [REINSURER'S LIABILITY ]

Subdivision 1. [GENERALLY.] The amount recoverable by the liquidator from reinsurers must
not be reduced as a result of the delinquency proceedings, regardiess of any provision in the
reinsurance contract or other agreement.

Subd. 2. [PAYMENTS.] Payments by the reinsurer must be made directly to the ceding insurer
or its receiver, except where the contract of insurance or reinsurance specifically provides for
another payee for the reinsurance in the event of insolvency of the ceding insurer according to the
applicable requirements of statutes, rules, or orders of the domiciliary state of the ceding insurer.
The receiver and reinsurer are entitled to recover from a person who unsuccessfully makesaclaim
directly against the reinsurer the receiver’ s attorneys fees and expensesincurred in preventing any
collection by the person.

Sec. 31. Minnesota Statutes 1996, section 60B.44, subdivision 2, is amended to read:

Subd. 2. [ADMINISTRATION COSTS.] The costs and expenses of administration, including
but not limited to the following: The actual and necessary costs of preserving or recovering the
assets of the insurer; compensation for all services rendered in the liquidation; any necessary filing
fees, the fees and mileage payable to witnesses, and reasonable attorney’s fees. This includes
administration costs incurred by a guaranty association.

Sec. 32. Minnesota Statutes 1996, section 60B.44, subdivision 4, is amended to read:
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Subd. 4. [LOSS CLAIMS; INCLUDING CLAIMS NOT COVERED BY A GUARANTY
ASSOCIATION.] All claims under policies or contracts of coverage for losses incurred including
third party claims, and all claims against the insurer for liability for bodily injury or for injury to or
destruction of tangible property which are not under policies or contracts. All claims under life
insurance and annuity policies, whether for death proceeds, annuity proceeds, or investment
values, shall be treated as loss claims. That portion of any loss for which indemnification is
provided by other benefits or advantages recovered or recoverable by the claimant shall not be
included in this class, other than benefits or advantages recovered or recoverable in discharge of
familial obligations of support or by way of succession at death or as proceeds of life insurance, or
as gratuities. No payment made by an employer to an employee shall be treated as a gratuity.
Clalms not covered by a guaranty association are loss clalms

Sec. 33. Minnesota Statutes 1996, section 60B.44, is amended by adding a subdivision to read:
Subd. 4a. [WAGES.] (a) Debts due to employees for services performed, not to exceed $1,000

to each employee, which have been earned within one year before the filing of the petition for
liquidation, subject to payment of applicable federal, state, or local government taxes required by
law to be withheld from the debts. Officers are not entitled to the benefit of this priority. In cases
where there are no claims and no potential claims of the federal government in the estate, these
clams will have priority over claims in subdivision 4.

(b) The priority in paragraph (a) isin lieu of any other similar priority authorized by law as to
wages or compensation of employees.

Sec. 34. Minnesota Statutes 1996, section 60B.44, subdivision 6, is amended to read:

Subd. 6. [RESIDUAL CLASSIFICATION.] All other claims including claims of thefederal-or
any state or local government, not falling within other classes under this section. Claims, including
those of any governmental body for a penalty or forfeiture, shall be allowed in this class only to
the extent of the pecuniary loss sustained from the act, transaction, or proceeding out of which the
penalty or forfeiture arose, with reasonable and actual costs occasioned thereby. The remainder of
such claims shall be postponed to the class of claims under subdivision 9.

Sec. 35. Minnesota Statutes 1996, section 60D.20, subdivision 2, is amended to read:

Subd. 2. [DIVIDENDS AND OTHER DISTRIBUTIONS.] (a) Subject to the limitations and
requirements 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
dividend or distribution to its shareholders as the directors deem prudent from the earned surplus
of the insurer. Aninsurer’s earned surplus, also known as unassigned funds, shall be determined in
accordance with the accountl ng procedures and pract|ce$ governlng preparatlon of its annual

Dividends whi ch are pald from sourcoﬁ other than an msurer S earned surpl us as of the end of the
immediately preceding quarter for which the insurer has filed a quarterly or annua statement as
appropriate, or are extraordinary dividends or distributions may be paid only as provided in
paragraphs (d), (€), and (f).

(b) Theinsurer shall notify the commissioner within five business days following declaration of
a dividend declared pursuant to paragraph (a) and at least ten days prior to its payment. The
commissioner shall promptly consider the notification filed pursuant to this paragraph, taking into
consideration the factors described in subdivision 4.

(c) The commissioner shall review at least annually the dividends paid by an insurer pursuant to
paragraph (a) for the purpose of determining if the dividends are reasonable based upon (1) the
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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 relief reinsurance transactions and reserve destrengthening.

(d) No domestic insurer shall pay any extraordinary dividend or make any other extraordinary
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
preceding on December 31 of the preceding year; or (2) the net gain from operations of the
insurer, if the insurer is alife insurer, or the net income, if the insurer is not a life insurer, not
incl uding realized capital gains, for the 12-month period ending

ing on December 31 of the preceding year, but does not include pro rata distributions of any
class of the insurer’s own securities.

(f) 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 declaration
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.

Sec. 36. Minnesota Statutes 1996, section 60K .02, subdivision 1, is amended to read:

Subdivision 1. [REQUIREMENT.] No person shall act or assume to act as an insurance agent
in the solicitation or procurement of applications for insurance, nor in the sale of insurance or
policies of insurance, nor in any manner aid as an insurance agent in the negotiation of insurance
by or with an insurer, including resident agents or reciprocal or interinsurance exchanges and
fraternal benefit societies, until that person obtains from the commissioner a license for that
purpose. The license must specifically set forth the name of the person authorized to act as an
agent and the class or classes of insurance for which that person is authorized to solicit or
countersign policies. An insurance agent may qualify for allcmsemmeieuewmgelasaﬁto sell
(1) life and hedlth; and (2) life and health and variable contracts, (3) property and casualty; (4)
travel baggage; (5) bail bonds; (6) title insurance; and (7) farm property and liability.

No insurer shall appoint or reappoint a natural person, partnership, or corporation to act as an
insurance agent on its behalf until that natural person, partnership, or corporation obtains a license
as an insurance agent.

Sec. 37. Minnesota Statutes 1996, section 60K .03, subdivision 2, is amended to read:

Subd. 2. [RESIDENT AGENT.] The commissioner shall issue a resident insurance agent’s
license to a qualified resident of this state as follows:

(@ A person may qualify as a resident of this state if that person resides in this state or the
principal place of business of that person is maintained in this state. Application for a license
claiming residency in this state for licensing purposes constitutes an election of residency in this
state. A license issued upon an application claiming residency in this state is void if the licensee,
while holding aresident licensein this state, also holds, or makes application for, aresident license
in, or thereafter claimsto be aresident of, any other state or jurisdiction or if the licensee ceases to
be aresident of this state; provided, however, if the applicant is aresident of a community or trade
area, the border of which is contiguous with the state line of this state, the applicant may qualify
for aresident license in this state and at the same time hold a resident license from the contiguous
state.

(b) The commissioner shall subject each applicant who is a natural person to a written
examination as to the applicant’ s competence to act as an insurance agent. The examination must
be held at a reasonable time and place designated by the commissioner.
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(¢) The examination shall be approved for use by the commissioner and shall test the
applicant’ s knowledge of the lines of insurance, policies, and transactions to be handled under the
class of license applied for, of the duties and responsibilities of the licensee, and pertinent
insurance laws of this state.

(d) The examination shall be given only after the applicant has completed a program of
classroom studies in a school, which shall not include a school sponsored by, offered by, or
affiliated with an insurance company or its agents; except that this limitation does not preclude a
bona fide professional association of agents, not acting on behalf of an insurer, from offering
courses. The course of study shall consist of 30 hours of classroom study devoted to the basic
fundamentals of insurance for those seeking a Minnesota license for the first time;; three hours
devoted to state laws, regulations, and rules applicable to the line or lines of insurance for which
licensure is being applied; 15 hours devoted to specific life and health topics for those seeking a
life and hedlth license; and 15 hours devoted to specific property and casualty topics for those
seeking a property and casualty license. The program of studies or study course shall have been
approved by the commissioner in order to qualify under this paragraph. If the applicant has been
previously licensed for the particular line of insurance in the state of Minnesota, the requirement
of a program of studies or a study course shall be waived. A certification of compliance by the
organization offering the course shall accompany the applicant’ s license application. This program
of studies in a school or a study course shall not apply to farm property perils and farm liability
applicants, or to agents writing such other lines of insurance as the commissioner may exempt
from examination by order.

(e) The applicant must pass the examination with a grade determined by the commissioner to
indicate satisfactory knowledge and understanding of the class or classes of insurance for which
the applicant seeks qualification. The commissioner shall inform the applicant as to whether or not
the applicant has passed. Examination results are valid for a period of three years from the date of
the examination. The applicant must pass the examination with a grade determined by the
commissioner.

(f) An applicant who has failed to pass an examination may take subsequent examinations.
Examination fees for subsequent examinations shall not be waived.

(9) Any applicant for a license covering the same class or classes of insurance for which the
applicant was licensed under a similar license in this state, other than a temporary license, within
the three years preceding the date of the application shall be exempt from the requirement of a
written examination, unless the previous license was revoked or suspended by the commissioner.
An applicant whose license is not renewed under section 60K.12 is exempt from the requirement
of a written examination.

Sec. 38. Minnesota Statutes 1996, section 60K .03, subdivision 3, is amended to read:

Subd. 3. [NONRESIDENT AGENT.] The commissioner shall issue a nonresident insurance
agent’s license to a qualified person who is a resident of another state or country as follows.

(a) A person may qualify for a license under this section as a nonresident only if that person
holds a license in another state, province of Canada, or other foreign country which, in the opinion
of the commissioner, qualifies that person for the same activity as that for which a license is
sought.

(b) The commissioner shall not issue alicense to a nonresident applicant until that person files
with the commissioner a designation of the commissioner and the commissioner’s successors in
office as the applicant’ s true and lawful attorney upon whom may be served all lawful processin
an action, suit, or proceeding instituted by or on behalf of an interested person arising out of the
applicant’s insurance business in this state. This designation constitutes an agreement that this
service of processis of the same legal force and validity as personal service of processin this state
upon that applicant.

Service of process upon a licensee in an action or proceeding begun in a court of competent
jurisdiction of this state may be made in compliance with section 45.028, subdivision 2.
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(c) A nonresident agent shall be held to the same knowledge of insurance law, regulations, and
rules as that required of a resident agent according to subdivision 2, paragraph (d).

{€) (d) A nonresident license terminates automatically when the resident license for that class of
license in the state, province, or foreign country in which the licensee is a resident is terminated
for any reason.

Sec. 39. Minnesota Statutes 1996, section 60K .08, is amended to read:
60K .08 [BROKERAGE BUSINESS]

(&) Every insurance agent duly licensed to transact business in this state shall have the right to
procure the insurance of risks, or parts of risks, in the class or classes of insurance for which the
agent is licensed in other insurers duly authorized to transact business in this state, but the
iﬂsur%rlce shall only be consummated through a duly appointed resident agent of the insurer taking
the risk.

(b) If the law of another state imposes on a nonresident agent who is a resident agent of
Minnesota any obligation of countersignature by a resident agent of that state, then any licensed
nonresident agent of that state will be obliged to have the same kind of policies countersigned by a
resident agent of Minnesota

(c) If the law of another state requires a nonresident agent who is a resident agent of Minnesota
to pay a portion of the premium to or share commissions with a licensed resident agent of that
state, then the in the same cases a licensed resident agent of Minnesota

shall berequired to counters gn the poI icies for a licensed nonrea dent agent of that
state and shal receive fiv
whichever-isless the same portl on of the preml um or share of the comm|sson as reqw red by the
laws of the nonresident agent’s state.

Sec. 40. Minnesota Statutes 1996, section 60K .14, subdivision 4, is amended to read:

Subd. 4. [SUITABILITY OF INSURANCE.] In recommending the purchase of any life,
endowment, individual accident and sickness, long-term care, annuity, life-endowment, or
Medicare supplement insurance to a customer, an agent must have reasonable grounds for
believing that the recommendation is suitable for the customer and must make reasonable inquiries
to determine suitability. The swtablllty of a recommended purchase of insurance will be
determined by al anees upon the basis of
the facts disclosed by the customer asto the customer sother msurance and financia situation and
needs, including, but not limited to, the customer’s income financiad status, the customer’s need
for insurance, and the values, benefits, and costs of the customer’s existing insurance program, if
any, when compared to the values, benefits, and costs of the recommended policy or policies.

Sec. 41. Minnesota Statutes 1996, section 60K .19, subdivision 7, is amended to read:

Subd. 7. [CRITERIA FOR COURSE ACCREDITATION.] (a) The commissioner may accredit
a course only to the extent it is designed to impart substantive and procedural knowledge of the
insurance field. The burden of demonstrating that the course satisfies this requirement is on the
individual or organization seeking accreditation. The commissioner shall approve any educational
program approved by Minnesota Continuing Legal Education relating to the insurance field. The
commissioner is authorized to establish a procedure for renewal of course accreditation.

(b) The commissioner shall approve or disapprove professiona designation examinations that
are recommended for approval by the advisory task force. In order for an agent to receive full
continuing education credit for a professional designation examination, the agent must pass the
examination. An agent may not receive credit for classroom instruction preparing for the
professional designation examination and also receive continuing education credit for passing the
professional designation examination.

(c) The commissioner may not accredit a course:
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(2) that is designed to prepare students for a license examination;

(2) in mechanical office or business skills, including typing, speedreading, use of calculators, or
other machines or equipment;

(3) in sales promoation, including meetings held in conjunction with the general business of the
licensed agent;

(4) in motivation, the art of selling, psychology, or time management; or

(5) which can be completed by the student at home or outside the classroom without the
supervision of an instructor approved by the department of commerce, except that home-study
courses may be accredited by the commissioner if the student is a nonresident agent residing in a
state which is not contiguous to Minnesota

(d) The commissioner has discretion to establish a pilot program to explore delivery of
accredited courses using new delivery technology, including interactive technology. This pilot
program expires August 1, 2000.

Sec. 42. Minnesota Statutes 1996, section 60K .19, subdivision 8, is amended to read:

Subd. 8. [MINIMUM EDUCATION REQUIREMENT.] Each person subject to this section
shall complete a minimum of 30 credit hours of courses accredited by the commissioner during
each 24-month licensing period after-the-expiration-of the person’s-initia-ticensing-period, two
hours of which must be devoted to state law, regulations, and rules applicableto the line or lines of
insurance for which the agent is licensed. At least 15 of the 30 credit hours must be completed
during the first 12 months of the 24-month licensing period. Any person whose initial licensing
period extends more than six months shall complete 15 hours of courses accredited by the
commissioner during the initial license period. Any person teaching or lecturing at an accredited
course qualifies for 1-1/2 times the number of credit hours that would be granted to a person
completing the accredited course. No more than 15 credit hours per licensing period may be
credited to a person for courses sponsored by, offered by, or affiliated with an insurance company
or its agents. Courses sponsored by, offered by, or affiliated with an insurance company or agent
may restrict its students to agents of the company or agency.

Sec. 43. Minnesota Statutes 1996, section 61A.28, subdivision 6, is amended to read:

Subd. 6. [STOCKS, OBLIGATIONS, AND OTHER INVESTMENTS] (8) Common stocks,
common stock equivalents, or securities convertible into common stock or common stock
equivalents of a business entity organized under the laws of the United States or any state thereof,
or the Dominion of Canada or any province thereof, if the net earnings of the business entity after
the elimination of extraordinary nonrecurring items of income and expense and before income
taxes and fixed charges over the five immediately preceding completed fiscal years, or its period
of existenceif less than five years, has averaged not less than 1-1/4 times its average annual fixed
charges applicable to the period.

(b) Preferred stock of, or common or preferred stock guaranteed as to dividends by a business
entity organized under the laws of the United States or any state thereof, or the Dominion of
Canada or any province thereof, under the following conditions: (1) No investment may be made
under this paragraph in a stock upon which any dividend, current or cumulative, isin arrears; (2)
the company may not invest in stocks under this paragraph and in common stocks under paragraph
(a) if the investment causes the company’s aggregate investments in the common or preferred
stocks to exceed 25 percent of the company’ s total admitted assets, provided that no more than 20
percent of the company’s admitted assets may be invested in common stocks under paragraph (a);
and (3) the company may not invest in any preferred stock or common stock guaranteed as to
dividends, which israted in the four lowest categories established by the securities valuation office
of the National Association of Insurance Commissioners, if the investment causes the company’s
aggregate investment in the lower rated preferred or common stock guaranteed as to dividends to
exceed five percent of its total admitted assets.

(c) Warrants, options, and rights to purchase stock if the stock, at the time of the acquisition of
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the warrant, option, or right to purchase, would qualify as an investment under paragraph (a) or
(b), whichever is applicable. A company shall not invest in a warrant, option, or right to purchase
stock if, upon purchase and immediate exercise thereof, the acquisition of the stock violates any of
the concentration limitations contained in paragraphs (a) and (b).

(d) In addition to amounts that may be invested under subdivision 8 and without regard to the
percentage limitation applicable to stocks, warrants, options, and rights to purchase, the securities
of any face amount certificate company, unit investment trust, or management type investment
company, registered or in the process of registration under the Investment Company Act of 1940
as from time to time amended. In addition, the company may transfer assetsinto one or more of its
separate accounts for the purpose of establishing, or supporting its contractual obligations under,
the accounts in accordance with the provisions of sections 61A.13 to 61A.21. A company may not
invest in a security authorized under this paragraph if the investment causes the company’s
aggregate investments in the securities to exceed five percent of its total admitted assets, except
that for a health service plan corporation operating under chapter 62C, and for a health
mai ntenance organi zation operating under chapter 62D, the company’ s aggregate investments may
not exceed 20 percent of its total admitted assets. No more than five percent of the alowed
investment by health service plan corporations or health maintenance organizations may be
invested in funds that invest in assets not backed by the federal government. When investing in
money market mutual funds, nonprofit health service plans regulated under chapter 62C, and
health maintenance organizations regulated under chapter 62D, shall establish a trustee custodial
account for the transfer of cash into the money market mutual fund.

(e) Investment grade obligations that are:

(1) bonds, obligations notes, debentures, repurchase agreements, or other evidences of
indebtedness of a business entity, organized under the laws of the United States or any state
thereof, or the Dominion of Canada or any province thereof; and

(2) rated in one of the four highest rating categories by at least one nationally recognized
statistical rating organization, or are rated in one of the two highest categories established by the
securities valuation office of the National Association of Insurance Commissioners.

(f) Noninvestment grade obligations A company may acquire noninvestment grade obligations
as defined in subclause (i) (hereinafter noninvestment grade obligations) which meet the earnings
test set forth in subclause (ii). A company may not acquire a noninvestment grade obligation if the
acquisition will cause the company to exceed the limitations set forth in subclause (iii).

(i) A noninvestment grade obligation is an obligation of a business entity, organized under the
laws of the United States or any state thereof, or the Dominion of Canada or any province thereof,
that is not rated in one of the four highest rating categories by at least one nationally recognized
statistical rating organization, or is not rated in one of the two highest categories established by the
securities valuation office of the National Association of Insurance Commissioners.

(i) Noninvestment grade obligations authorized by this subdivision may be acquired by a
company if the business entity issuing or assuming the obligation, or the business entity securing
or guaranteeing the obligation, has had net earnings after the elimination of extraordinary
nonrecurring items of income and expense and before income taxes and fixed charges over the
five immediately preceding completed fiscal years, or its period of existence of less than five
years, has averaged not less than 1-1/4 times its average annual fixed charges applicable to the
period; provided, however, that if a business entity issuing or assuming the obligation, or the
business entity securing or guaranteeing the obligation, has undergone an acquisition,
recapitalization, or reorganization within the immediately preceding 12 months, or will use the
proceeds of the obligation for an acquisition, recapitalization, or reorganization, then such
business entity shall also have, on a pro forma basis, for the next succeeding 12 months, net
earnings averaging 1-1/4 times its average annual fixed charges applicable to such period after
elimination of extraordinary nonrecurring items of income and expense and before taxes and fixed
gr;fargles; no investment may be made under this section upon which any interest obligation is in

ault.
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(iii) Limitation on aggregate interest in noninvestment grade obligations. A company may not
invest in a noninvestment grade obligation if the investment will cause the company’s aggregate
investments in noninvestment grade obligations to exceed the applicable percentage of admitted
assets set forth in the following table:

Percentage of
Effective Date Admitted Assets
January 1, 1992 20
January 1, 1993 175
January 1, 1994 15

Nothing in this paragraph limits the ability of a company to invest in noninvestment grade
obligations as provided under subdivision 12.

(g) Obligations for the payment of money under the following conditions (1) The obligation
must be secured, either solely or in conjunction with other security, by an assignment of alease or
leases on property, real or personal; (2) the lease or leases must be nonterminable by the lessee or
lessees upon foreclosure of any lien upon the leased property; (3) the rents payable under the lease
or leases must be sufficient to amortize at least 90 percent of the aobligation during the primary
term of the lease; and (4) the lessee or lessees under the lease or |eases, or a governmental entity or
business entity, organized under the laws of the United States or any state thereof, or the
Dominion of Canada, or any province thereof, that has assumed or guaranteed any lessee's
performance thereunder, must be a governmental entity or business entity whose obligations
would qualify as an investment under subdivision 2 or paragraph (e) or (f). A company may
acquire leases assumed or guaranteed by a noninvestment grade lessee unless the value of the
lease, when added to the other noninvestment grade obligations owned by the company, exceeds
15 percent of the company’s admitted assets.

(h) A company may sell exchange-traded call options against stocks or other securities owned
by the company and may purchase exchange-traded call optionsin a closing transaction against a
call option previously written by the company. In addition to the authority granted by paragraph
(c), to the extent and on the terms and conditions the commissioner determines to be consistent
with the purposes of this chapter, a company may purchase or sell other exchange-traded call
options, and may sell or purchase exchange-traded put options.

(i) A company may not invest in a security or other obligation authorized under this subdivision
if the investment, valued at cost at the date of purchase, causes the company’s aggregate
investment in any one business entity to exceed two percent of the company’s admitted assets.

(1) For nonprofit health service plan corporations regulated under chapter 62C, and for health
maintenance organizations regulated under chapter 62D, a company may invest in commercial
paper rated in one of the two highest rating categories by at least one nationally recognized
dtatistical rating organization, or rated in one of the two highest categories established by the
securities valuation office of the National Association of Insurance Commissioners, if the
investment, valued at cost at the date of purchase, does not cause the company’s aggregate
investment in any one business entity to exceed six percent of the company’s admitted assets.

Sec. 44. Minnesota Statutes 1996, section 61A.28, subdivision 9a, is amended to read:

Subd. 9a. [HEDGING.] A domestic life insurance company may enter into financial
transactions solely for the purpose of managing reduci nlg the interest rate risk associated with the
company’s assets and liabilities that the company has acquired or incurred or has legaly
contracted to acquire or incur, and not for speculative or other purposes. For purposes of this
subdivision, "financial transactions' include, but are not limited to, futures, options to buy or sell
fixed income securities, repurchase and reverse repurchase agreements, and interest rate swaps,
caps, and floors. This authority is in addition to any other authority of the insurer.

Sec. 45. Minnesota Statutes 1996, section 61A.28, subdivision 12, is amended to read:
Subd. 12. [ADDITIONAL INVESTMENTS] Investments of any kind, without regard to the
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categories, conditions, standards, or other limitations set forth in the foregoing subdivisions and
section 61A.31, subdivision 3, except that the prohibitions in clause (d) of subdivision 3 remains
applicable, may be made by a domestic life insurance company in an amount not to exceed the
lesser of the following:

(1) Five percent of the company’stotal admitted assets as of the end of the preceding calendar
year, or

(2) Fifty percent of the amount by which its capital and surplus as of the end of the preceding
calendar year exceeds $675,000. Except as provided in section 61A.281, a company’s total
investment under this section in the common stock of any corporation, other than the stock of the
types of corporations specified in section 61A.284, may not exceed ten percent of the common
stock of the corporation. No investment may be made under the authority of this clause or clause
(1) by a company that has not completed five years of actual operation since the date of its first
certificate of authority.

If, subsequent to being made under the provisions of this subdivision, an investment is
determined to have become qualified or eligible under any of the other provisions of this chapter,
the company may consider the investment as being held under the other provision and the
in\lg:lﬁ_tment need no longer be considered as having been made under the provisions of this
subdivision.

In addition to the investments authorized by this subdivision, with the written order of the

comm|SS|oner a domestlc life insurance company may make quallfled mvestments |n any

w&hthewnttenerdepeﬁtheeemmtesener other type of mvestment or exceed any limitati ons of
guality, quantity, or percentage of admitted assets contained in this section, section 61A.29 or
61A.31, or other provision governing the investments of a domestic life insurance company. This
approval is at the discretion of the commissioner, provided that the additional investments allowed
by the comm|SS|oner s written order may not exceed f|ve percent of the company S admltted

Sec. 46. Minnesota Statutes 1996, section 61A.32, is amended to read:

61A.32 [DOMESTIC MUTUAL AND STOCK AND MUTUAL COMPANIES, VOTING
RIGHTS OF MEMBERS]

Every person insured by a domestic mutual life insurance company, and every participating
policyholder of a domestic stock and mutual life insurance company as defined in sections 61A.33
to 61A.36, shall be a member, entitled to one vote and one vote additional for each $1,000 of
insurance in excess of the first $1,000; provided, that no member shall be entitled to more than
100 votes; and, provided, further, that in the case of group insurance on employees such group
shall be deemed to be a single member and the employer shall be deemed to be such member for
the purpose of voting, having not to exceed 100 votes, provided, that in cases where the employees
pay all or any part of the premium, either directly or by payroll deductions, the employees shall be
allowed to choose their representative, who shall exercise a voting power in proportion to the
percentage of premium paid by such employees. Every member shall be notified of its annual
meetings by a written notice mailed to the member’s address, or by an imprint on the back of the
policy, premium notice, receipt or certificate of renewal, as follows:

"The insured is hereby notified that by virtue of this policy the insured is a member of the
.......... Insurance Company, and that the annual meetings of said company are held at its home
office on the ..... day of ..... in each year, @ .......... o'clock.”

The blanks shall be duly filled in print. Any such member may vote by proxy by filing written
proxy appointment with the secretary of the company at its home office at least five days before
the first meeting at which it isto be used. Such proxy appointment may be for a specified period of
time not to exceed one year. A proxy may be revoked by a member at any time by written notice
to the secretary of the company or by executing a new proxy appointment and filing it as required
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herein: provided, however, that any member may always appear personally and exercise rights as
a member at any meeting of the company.

No person or group of persons other than the chief executive officer of a domestic mutual life
insurance company, or the officer’s designee, shall seek to obtain proxies from the members of the
domestic mutual life insurance company for the purposes of affecting a change of control of the
domestic mutua life insurance company unless that person or group has filed with the
commissioner and has sent to the domestic mutua [ife insurance company a statement containing
the information required by section 60D.17. Section 60D.17, subdivisions 2 to 7, apply in the
event of any such solicitation.

A domestic mutual life insurance company may by its articles of incorporation or bylaws
provide for a representative system of voting in any meeting of members. The articles or bylaws
may provide for the selection of representatives from districts as therein specified, such
representatives to represent approximately equal numbers of members with power to exercise all
the voting powers, rights and privileges of the members they represent with the same force and
effect as might be exercised by the members themselves. In such a representative system the votes
cast by the representative shall be one vote for each member, notwithstanding the amount of
insurance carried, and proxy voting shall not be permitted; provided, however, that any member
may always appear personally and exercise rights as a member of the company at any meeting of
the membership.

Sec. 47. Minnesota Statutes 1996, section 61A.60, subdivision 1, is amended to read:

Subdivison 1. [NOTICE FORM; AGENT SALES.] The notice required where sections
61A.53 to 61A.60 refer to this subdivision is as follows:

IMPORTANT NOTICE

DEFINITION REPLACEMENT isany transaction where, in connection
with the purchase of New Insurance or a New
Annuity, you LAPSE, SURRENDER, CONVERT to
Paid-up Insurance, Place on Extended Term,
or BORROW dll or part of the policy loan
values on an existing insurance policy or an
annuity. (Seereversesidefor DEFINITIONS))

IFYOU In connection with the purchase of thisinsurance
INTEND TO or annuity, if you have REPLACED or intend to
REPLACE REPLACE your present life insurance coverage

COVERAGE or annuity(ies), you should be certain that you
understand all the relevant factors involved.

Y ou should BE AWARE that you may be required to
provide EVIDENCE OF INSURABILITY and

(2) If your HEALTH condition has CHANGED since
the application was taken on your present

policies, you may be required to pay ADDITIONAL
PREMIUMS under the NEW POLICY, or be DENIED
coverage.

(2) Your present occupation or activities may not
be covered or could require additional premiums.
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(3) TheINCONTESTABLE and SUICIDE CLAUSE will
begin anew in anew policy. Thiscould RESULT

in a CLAIM under the new policy BEING DENIED

that would otherwise have been paid.

(4) Current law BPOESMAY NOT REQUIRE your present
insurer(s) to REFUND any premiums.

(5) Itistoyour advantageto OBTAIN INFORMATION

regarding your existing policies or annuity

contracts [FROM THE INSURER OR AGENT FROM WHOM
YOU PURCHASED THE POLICY OR ANNUITY CONTRACT ]

(If you are purchasing an annuity, clauses (1),
(2), and (3) above would not apply to the new
annuity contract.)

THE INSURANCE OR ANNUITY | INTEND TO PURCHASE FROM

INSURANCE CO.
MAY REPLACE OR ALTER EXISTING LIFE INSURANCE
POLICY (IES) OR ANNUITY CONTRACT(S).

The following policy(ies) or annuity contract(s)
may be replaced as aresult of this transaction:

Insurer Insured
asit appears on the policy asit appears on the policy
or contract or contract
Policy or contract number Insured birthdate

The proposed policy or contract is.

$
type of policy- or contract-generic name face amount
signature of applicant date
address of applicant city state

| certify that this form was given to and completed by

(applicant-please print or type)

prior to taking an application and that | am leaving a
signed copy for the applicant.

agent’ s signature date

1477
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address

city state
Note important statement on reverse side

Sec. 48. Minnesota Statutes 1996, section 61B.19, subdivision 3, is amended to read:

Subd. 3. [LIMITATION OF COVERAGE.] Sections 61B.18 to 61B.32 do not provide
coverage for:

(1) aportion of a policy or contract under which the investment risk is borne by the policy or
contract holder;

(2) apoalicy or contract of reinsurance, unless assumption certificates have been issued and the
insured has consented to the assumption as provided under section 60A.09, subdivision 4a;

(3) a policy or contract issued by an assessment benefit association operating under section
61A.39, or afraternal benefit society operating under chapter 64B;

(4) any obligation to nonresident participants of a covered retirement plan or to the plan
sponsor, employer, trustee, or other party who owns the contract; in these cases, the associationis
obligated under this chapter only to participantsin a covered plan who are residents of the state of
Minnesota on the date of impairment or insolvency;

(5) an annuity contract issued in connection with and for the purpose of funding a structured
settlement of aliability claim, where the liability insurer remains liable;

(6) a portion of an unallocated annuity contract which is not issued to or in connection with a
specific employee, union, or association of natural persons benefit plan or a governmental lottery,
including but not limited to, a contract issued to, or purchased at the direction of, any
governmental bonding authority, such as a municipa guaranteed investment contract;

(7) a plan or program of an employer, association, or similar entity to provide life, health, or
annuity benefits to its employees or members to the extent that the plan or program is self-funded
or uninsured, including benefits payable by an employer, association, or similar entity under:

(i) a multiple employer welfare arrangement as defined in the Employee Retirement Income
Security Act of 1974, United States Code, title 29, section 1002(40)(A), as amended;

(if) a minimum premium group insurance plan;
(iii) a stop-loss group insurance plan; or
(iv) an administrative services only contract;

(8) any policy or contract issued by an insurer at a time when it was not licensed or did not
have a certificate of authority to issue the policy or contract in this state;

(9) an unalocated annuity contract issued to an employee benefit plan protected under the
federal Pension Benefit Guaranty Corporation; and

(10) aportion of apolicy or contract to the extent that it provides dividends or experience rating
credits except to the extent the dividends or experience rating credits have actually become due
and payable or have been credited to the policy or contract before the date of impairment or
insolvency, or providesthat afee or alowance be paid to a person, including the policy or contract
holder, in connection with the service to, or administration of, the policy or contract.; and

(11) a contractual agreement that establishes the member insurer’s obligations to provide a
book value accounting guaranty for defined contribution benefit plan participantsby referenceto a
portfolio of assets that is owned by the benefit plan or its trustee, which in each case is not an
affiliate of the member insurer.
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Sec. 49. Minnesota Statutes 1996, section 62A.04, subdivision 3, is amended to read:

Subd. 3. [OPTIONAL PROVISIONS] Except as provided in subdivision 4, no such policy
delivered or issued for delivery to any person in this state shall contain provisions respecting the
matters set forth below unless such provisions are in the words in which the same appear in this
section. The insurer may, at its option, usein lieu of any such provision a corresponding provision
of different wording approved by the commissioner which is not less favorable in any respect to
the insured or the beneficiary. Any such provision contained in the policy shal be preceded
individually by the appropriate caption appearing in this subdivision or, at the option of the
insurer, by such appropriate individual or group captions or subcaptions as the commissioner may
approve.

(1) A provision as follows:

CHANGE OF OCCUPATION: If the insured be injured or contract sickness after having
changed occupations to one classified by the insurer as more hazardous than that stated in this
policy or while doing for compensation anything pertaining to an occupation so classified, the
insurer will pay only such portion of the indemnities provided in this policy as the premiums paid
would have purchased at the rates and within the limits fixed by the insurer for such more
hazardous occupation. If the insured changes occupations to one classified by the insurer as less
hazardous than that stated in this policy, the insurer, upon receipt of proof of such change of
occupation will reduce the premium rate accordingly, and will return the excess pro rata unearned
premium from the date of change of occupation or from the policy anniversary date immediately
preceding receipt of such proof, whichever is the more recent. In applying this provision, the
classification of occupational risk and the premium rates shall be such as have been last filed by
the insurer prior to the occurrence of the loss for which the insurer is liable or prior to date of
proof of change in occupation with the state official having supervision of insurance in the state
where the insured resided at the time this policy was issued; but if such filing was not required,
then the classification of occupational risk and the premium rates shall be those last made effective
by the insurer in such state prior to the occurrence of the loss or prior to the date of proof of
change of occupation.

(2) A provision as follows:

MISSTATEMENT OF AGE: If the age of the insured has been misstated, all amounts payable
under this policy shall be such as the premium paid would have purchased at the correct age.

(3) A provision as follows.

OTHER INSURANCE IN THIS INSURER: If an accident or sickness or accident and sickness
policy or policies previously issued by the insurer to the insured be in force concurrently herewith,
making the aggregate indemnity for ..... (insert type of coverage or coverages) in excess of $.....
(insert maximum limit of indemnity or indemnities) the excess insurance shal be void and all
prgemi l%lms paid for such excess shall be returned to the insured or to the insured’ s estate, or, in lieu
thereof:

Insurance effective at any one time on the insured under a like policy or policiesin thisinsurer
is limited to the one such policy elected by the insured, or the insured’s beneficiary or estate, as
the case may be, and the insurer will return all premiums paid for al other such policies.

(4) A provision as follows:

INSURANCE WITH OTHER INSURERS: If there be other valid coverage, not with this
insurer, providing benefits for the same loss on a provision of service basis or on an expense
incurred basis and of which this insurer has not been given written notice prior to the occurrence
or commencement of loss, the only liability under any expense incurred coverage of this policy
shall be for such proportion of the loss as the amount which would otherwise have been payable
hereunder plus the total of the like amounts under al such other valid coverages for the same loss
of which thisinsurer had notice bears to the total like amounts under all valid coverages for such
loss, and for the return of such portion of the premiums paid as shall exceed the pro rata portion
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for the amount so determined. For the purpose of applying this provision when other coverageis
on a provision of service basis, the "like amount" of such other coverage shall be taken as the
amount which the services rendered would have cost in the absence of such coverage.

If the foregoing policy provision isincluded in a policy which aso contains the next following
policy provision there shall be added to the caption of the foregoing provision the phrase
"EXPENSE INCURRED BENEFITS." The insurer may, at its option, include in this provision a
definition of "other valid coverage," approved as to form by the commissioner, which definition
shall be limited in subject matter to coverage provided by organizations subject to regulation by
insurance law or by insurance authorities of this or any other state of the United States or any
province of Canada, and by hospital or medical service organizations, and to any other coverage
the inclusion of which may be approved by the commissioner. In the absence of such definition
such term shall not include group insurance, automobile medical paymentsinsurance, or coverage
provided by hospital or medical service organizations or by union welfare plans or employer or
employee benefit organizations. For the purpose of applying the foregoing policy provision with
respect to any insured, any amount of benefit provided for such insured pursuant to any
compulsory benefit statute (including any workers' compensation or employer’s liability statute)
whether provided by a governmental agency or otherwise shall in all cases be deemed to be "other
valid coverage" of which the insurer has had notice. In applying the foregoing policy provision no
third party liability coverage shall be included as "other valid coverage."

(5) A provision as follows.

INSURANCE WITH OTHER INSURERS: If there be other valid coverage, not with this
insurer, providing benefits for the same loss on other than an expense incurred basis and of which
thisinsurer has not been given written notice prior to the occurrence or commencement of loss, the
only liability for such benefits under this policy shall be for such proportion of the indemnities
otherwise provided hereunder for such loss as the like indemnities of which the insurer had notice
(including the indemnities under this policy) bear to the total amount of al like indemnities for
such loss, and for the return of such portion of the premium paid as shall exceed the pro rata
portion for the indemnities thus determined.

If the foregoing policy provision isincluded in a policy which also contains the next preceding
policy provision there shall be added to the caption of the foregoing provision the phrase --
"OTHER BENEFITS." The insurer may, at its option, include in this provision a definition of
"other valid coverage," approved as to form by the commissioner, which definition shall be limited
in subject matter to coverage provided by organizations subject to regulation by insurance law or
by insurance authorities of this or any other state of the United States or any province of Canada,
and to any other coverage the inclusion of which may be approved by the commissioner. In the
absence of such definition such term shall not include group insurance, or benefits provided by
union welfare plans or by employer or employee benefit organizations. For the purpose of
applying the foregoing policy provision with respect to any insured, any amount of benefit
provided for such insured pursuant to any compulsory benefit statute (including any workers
compensation or employer’s liability statute) whether provided by a governmental agency or
otherwise shall in all cases be deemed to be "other valid coverage' of which the insurer has had
notice. In applying the foregoing policy provision no third party liability coverage shall be
included as "other valid coverage."

(6) A provision as follows.

RELATION OF EARNINGS TO INSURANCE: If the total monthly amount of loss of time
benefits promised for the same loss under all valid loss of time coverage upon the insured, whether
payable on aweekly or monthly basis, shall exceed the monthly earnings of the insured at the time
disability commenced or the insured’s average monthly earnings for the period of two years
immediately preceding a disability for which claim is made, whichever is the greater, the insurer
will be liable only for such proportionate amount of such benefits under this policy as the amount
of such monthly earnings or such average monthly earnings of the insured bears to the total
amount of monthly benefits for the same loss under all such coverage upon the insured at the time
such disability commences and for the return of such part of the premiums paid during such two
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years as shall exceed the pro rata amount of the premiums for the benefits actually paid hereunder;
but this shall not operate to reduce the total monthly amount of benefits payable under all such
coverage upon the insured below the sum of $200 or the sum of the monthly benefits specified in
such coverages, whichever is the lesser, nor shall it operate to reduce benefits other than those
payable for loss of time.

The foregoing policy provision may be inserted only in a policy which the insured has the right
to continue in force subject to its terms by the timely payment of premiums (1) until at least age
50, or, (2) in the case of a policy issued after age 44, for at least five years from its date of issue.
The insurer may, at its option, include in this provision a definition of "valid loss of time
coverage," approved as to form by the commissioner, which definition shall be limited in subject
matter to coverage provided by governmental agencies or by organizations subject to regulation by
insurance law or by insurance authorities of this or any other state of the United States or any
province of Canada, or to any other coverage the inclusion of which may be approved by the
commissioner or any combination of such coverages. In the absence of such definition such term
shall not include any coverage provided for such insured pursuant to any compulsory benefit
statute (including any workers' compensation or employer’s liability statute), or benefits provided
by union welfare plans or by employer or employee benefit organizations.

(7) A provision as follows:

UNPAID PREMIUM: Upon the payment of a claim under this policy, any premium then due
and unpaid or covered by any note or written order may be deducted therefrom.

(8) A provision as follows:

CANCELLATION: The insurer may cancel this policy at any time by written notice delivered
to the insured or mailed to the insured’ s last address as shown by the records of the insurer, stating
when, not less than five days thereafter, such cancellation shall be effective; and after the policy
has been continued beyond its original term the insured may cancel this policy at any time by
written notice delivered or mailed to the insurer, effective upon receipt or on such later date as
may be specified in such notice. In the event of cancellation, the insurer will return promptly the
unearned portion of any premlum pald H Regardl%s of whether itisthei msurer or the msured

the-policy-was-issued—Hf-the-insurercancels; the earned premlum shall be computed prorata,
unless the mode of payment is monthly or less, or if the unearned amount is for more than one

month. Cancellation shall be without prejudice to any claim originating prior to the effective date
of cancellation.

(9) A provision as follows:

CONFORMITY WITH STATE STATUTES. Any provision of this policy which, on its
effective date, is in conflict with the statutes of the state in which the insured resides on such date
is hereby amended to conform to the minimum requirements of such statutes.

(10) A provision as follows:

ILLEGAL OCCUPATION: The insurer shall not be liable for any loss to which a contributing
cause was the insured’s commission of or attempt to commit a felony or to which a contributing
cause was the insured's being engaged in an illegal occupation.

(11) A provision as follows:

NARCOTICS. The insurer shall not be liable for any loss sustained or contracted in
consequence of the insured’ s being under the influence of any narcotic unless administered on the
advice of a physician.

Sec. 50. Minnesota Statutes 1996, section 62A.135, subdivision 5, is amended to read:
Subd. 5. [SUPPLEMENT TO-ANNUAL-STATEMENTS SUPPLEMENTAL FILINGS. Each
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insurer that has fixed indemnity policiesin force in this state shall, as-a-supplement-te-the-annual
i [ upon request by the commissioner, submit, in a form

prescribed by the commissioner, the experience data for-the-calendaryear showing its incurred
claims, earned premiums, incurred to earned loss ratio, and the ratio of the actual loss ratio to the
expected loss ratio for each fixed indemnity policy form in force in Minnesota. The experience
data must be provided on both a Minnesota only and a national basis. If in the opinion of the
company’s actuary, the deviation of the actual loss ratio from the expected loss ratio for a policy
form is due to unusual reserve fluctuations, economic conditions, or other nonrecurring conditions,
the insurer should also file that opinion with appropriate justification.

If the data submitted does not confirm that the insurer has satisfied the loss ratio requirements
of this section, the commissioner shall notify the insurer in writing of the deficiency. The insurer
shall have 30 days from the date of receipt of the commissioner’ s notice to file amended rates that
comply with this section or areguest for an exemption with appropriate justification. If the insurer
fails to file amended rates within the prescribed time and the commissioner does not exempt the
policy form from the need for a rate revision, the commissioner shall order that the insurer’sfiled
rates for the nonconforming policy be reduced to an amount that would have resulted in a loss
ratio that complied with this section had it been in effect for the reporting period of the
supplement. The insurer’ s failure to file amended rates within the specified time of the issuance of
the commissioner’s order amending the rates does not preclude the insurer from filing an
amendment of its rates at a later time.

Sec. 51. Minnesota Statutes 1996, section 62A.316, is amended to read:
62A.316 [BASIC MEDICARE SUPPLEMENT PLAN; COVERAGE.]
(@ The basic Medicare supplement plan must have a level of coverage that will provide:

(1) coverage for al of the Medicare part A inpatient hospital coinsurance amounts, and 100
percent of all Medicare part A eligible expenses for hospitalization not covered by Medicare, after
satisfying the Medicare part A deductible

(2) coverage for the daily copayment amount of Medicare part A eligible expenses for the
calendar year incurred for skilled nursing facility care;

(3) coverage for the copayment amount of Medicare eligible expenses under Medicare part B
regardless of hospital confinement, subject to the Medicare part B deductible amount;

(4) 80 percent of the hospital and medical expenses and supplies incurred during travel outside
the United States as a result of a medical emergency;

(5) coverage for the reasonable cost of the first three pints of blood, or equivalent quantities of
packed red blood cells as defined under federal regulations under Medicare parts A and B, unless
replaced in accordance with federal regulations, and

(6) 100 percent of the cost of immunizations and routine screening procedures for cancer
screening including mammograms and pap smears; and

(7) 80 percent of coverage for al physician prescribed medically appropriate and necessary
equipment and supplies used in the management and treatment of diabetes. Coverage must include
persons with gestational, type I, or type |l diabetes.

(b) Only the following optional benefit riders may be added to this plan:
(1) coverage for al of the Medicare part A inpatient hospital deductible amount;

(2) a minimum of 80 percent of eligible medical expenses and supplies not covered by
Medicare part B, not to exceed any charge limitation established by the Medicare program or state
law;

(3) coverage for dl of the Medicare part B annual deductible;
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(4) coverage for at least 50 percent, or the equivalent of 50 percent, of usual and customary
prescription drug expenses,

(5) coverage for the following preventive health services:

(i) an annua clinical preventive medical history and physical examination that may include
tests and services from clause (ii) and patient education to address preventive health care
measures,

(i) any one or a combination of the following preventive screening tests or preventive services,
the frequency of which is considered medically appropriate:

(A) fecal occult blood test and/or digital rectal examination;

(B) dipstick urinalysis for hematuria, bacteriuria, and proteinurig;

(C) pure tone (air only) hearing screening test, administered or ordered by a physician;
(D) serum cholesterol screening every five years,

(E) thyroid function test;

(F) diabetes screening;

(iii) any other tests or preventive measures determined appropriate by the attending physician.

Reimbursement shall be for the actual charges up to 100 percent of the Medicare-approved
amount for each service, as if Medicare were to cover the service as identified in American
Medical Association current procedural terminology (AMA CPT) codes, to a maximum of $120
angélally under this benefit. This benefit shall not include payment for a procedure covered by
Medicare;

(6) coverage for services to provide short-term at-home assistance with activities of daily living
for those recovering from an illness, injury, or surgery:

(i) For purposes of this benefit, the following definitions apply:

(A) "activities of daily living" include, but are not limited to, bathing, dressing, personal
hygiene, transferring, eating, ambulating, assistance with drugs that are normaly
self-administered, and changing bandages or other dressings;

(B) "care provider" means a duly qualified or licensed home health aide/lhomemaker, personal
care aid, or nurse provided through a licensed home health care agency or referred by a licensed
referral agency or licensed nurses registry;

(C) "home" means a place used by the insured as a place of residence, provided that the place
would qualify as a residence for home health care services covered by Medicare. A hospital or
skilled nursing facility shall not be considered the insured’s place of residence;

(D) "at-home recovery visit" means the period of a visit required to provide at-home recovery
care, without limit on the duration of the visit, except each consecutive four hours in a 24-hour
period of services provided by a care provider is one visit;

(if) Coverage requirements and limitations

(A) at-home recovery services provided must be primarily services that assist in activities of
daily living;

(B) the insured’s attending physician must certify that the specific type and frequency of
at-home recovery services are necessary because of a condition for which a home care plan of
treatment was approved by Medicare

(C) coverage is limited to:
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(1) no more than the number and type of at-home recovery visits certified as necessary by the
insured’s attending physician. The total number of at-home recovery visits shall not exceed the
number of Medicare-approved home care visits under a Medicare-approved home care plan of
treatment;

(I) the actual charges for each visit up to a maximum reimbursement of $40 per visit;
(111) $1,600 per calendar year;

(V) seven visits in any one week;

(V) care furnished on a visiting basis in the insured's home;

(V1) services provided by a care provider as defined in this section;

(VI1) at-home recovery visits while the insured is covered under the policy or certificate and
not otherwise excluded;

(VII) at-home recovery visits received during the period the insured is receiving
Medicare-approved home care services or no more than eight weeks after the service date of the
last Medicare-approved home hesalth care visit;

(iii) Coverage is excluded for:
(A) home care visits paid for by Medicare or other government programs, and

(B) care provided by family members, unpaid volunteers, or providers who are not care
providers, and

(7) coverage for at least 50 percent, or the equivalent of 50 percent, of usual and customary
prescription drug expenses to a maximum of $1,200 paid by the issuer annually under this benefit.
Anissuer of Medicare supplement insurance policiesthat electsto offer thisbenefit rider shal aso
make available coverage that contains the rider specified in clause (4).

Sec. 52. Minnesota Statutes 1996, section 62A.50, subdivision 3, is amended to read:

Subd. 3. [DISCLOSURES] No long-term care policy shall be offered or delivered in this state,
whether or not the policy is issued in this state, and no certificate of coverage under a group
long-term care policy shall be offered or delivered in this state, unless a statement containing at
least the following information is delivered to the applicant at the time the application is made:

(1) a description of the benefits and coverage provided by the policy and the differences
between this policy, a supplemental Medicare policy and the benefits to which an individual is
entitled under parts A and B of Medicare;

(2) a statement of the exceptions and limitationsin the policy including the following language,
as applicable, in bold print: "THIS POLICY DOES NOT COVER ALL NURSING CARE
FACILITIES OR NURSING HOME, HOME CARE, OR ADULT DAY CARE EXPENSES
AND DOES NOT COVER RESIDENTIAL CARE. READ YOUR POLICY CAREFULLY TO
DETERMINE WHICH FACILITIES AND EXPENSES ARE COVERED BY YOUR POLICY.";

(3) a statement of the renewal provisionsincluding any reservation by the insurer of the right to
change premiums;

(4) a statement that the outline of coverage is a summary of the policy issued or applied for and
that the policy should be consulted to determine governing contractual provisions,

(5) an explanation of the policy’s loss ratio including at least the following language: "This
means that, on the average, policyholders may expect that $........ of every $100 in premium will be
returned as benefits to policyholders over the life of the contract.”;

(6) a statement of the out-of-pocket expenses, including deductibles and copayments for which
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the insured is responsible, and an explanation of the specific out-of-pocket expenses that may be
accumulated toward any out-of-pocket maximum as specified in the policy;

(7) the following language, in bold print: "YOUR PREMIUMS CAN BE INCREASED IN
THE FUTURE. THE RATE SCHEDULE THAT LISTS YOUR PREMIUM NOW CAN
CHANGE.";

{9) (8) the following language in bold print, with any provisions that are inapplicable to the
particular policy omitted or crossed out: "THIS POLICY HAS A WAITING PERIOD OF .....
(CALENDAR OR BENEFIT) DAYS FOR NURSING CARE SERVICES AND A WAITING
PERIOD OF ..... (CALENDAR OR BENEFIT) DAYS FOR HOME CARE SERVICES. THIS
MEANS THAT THIS POLICY WILL NOT COVER YOUR CARE FOR THE FIRST .....
(CALENDAR OR BENEFIT) DAYS AFTER YOU ENTER A NURSING HOME, OR THE
FIRST ..... (CALENDAR OR BENEFIT) DAYS AFTER YOU BEGIN TO USE HOME CARE
SERVICES. YOU WOULD NEED TO PAY FOR YOUR CARE FROM OTHER SOURCES
FOR THOSE WAITING PERIODS."; and

{20) (9) asigned and completed copy of the application for insurance is left with the applicant
at the time the application is made.

Sec. 53. Minnesota Statutes 1996, section 62B.02, is amended by adding a subdivision to read:

Subd. 8. [ACTUAL NET DEBT.] "Actua net debt" means the amount necessary to liquidate
the actual unpaid indebtedness in a single lump-sum payment, excluding all unearned interest and
other unearned finance charges, if any, but including any prepayment penalty.

Sec. 54. Minnesota Statutes 1996, section 62B.02, is amended by adding a subdivision to read:

Subd. 9. [SCHEDULED NET DEBT.] "Scheduled net debt" means the amount necessary to
liquidate the scheduled unpaid indebtedness in a single lump-sum, excluding al unearned interest
and other unearned finance charges, if any, but including any prepayment penalty, and assuming
that all payments have been made according to the terms of the contract of indebtedness.

Sec. 55. Minnesota Statutes 1996, section 62B.04, subdivision 1, is amended to read:

Subdivision 1. [CREDIT LIFE INSURANCE] (1) Themtttat amount of credlt life insurance
shaII het a no tlme exceed the a —t b es

greater of the actual net debt or the scheduled net debt. If the coverage is wrltten on the

actual net debt, then the amount payable at the time of loss may not be less than the actual net debt
less any payments more than two months overdue. If the coverage is written on the scheduled net
debt, then the amount payable at the time of Toss shall be:

(1) if the actual net debt is less than or equal to the scheduled net debt, then the scheduled net
debt;

(2) if the actual net debt is greater than the scheduled net debt but less than or equal to the
scheduled debt plus two months of payments, then the actual net debt; or

(3) if the actual net debt is greater than the scheduled net debt plus two months of payments,
then the scheduled net debt plus two months of payments. If the contract of indebtedness provides
for a variable rate of finance charge or interest, the initial rate or the scheduled rates based on the
initial index must be used in determining the scheduled amount of indebtedness and subsequent
changes to the rate must be disregarded in determining whether the contract is repayable in
substantially equal installments according to a predetermined schedule.
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(2) Notwithstanding clause (1), the amount of credit life insurance written in connection with
credit transactions repayable over a specified term exceeding 63 months shall not exceed the
greater of: (i) the actual amount of unpaid indebtedness asiit exists from timeto time; or (ii) where
an indebtedness is repayable in substantially equal installments according to a predetermined
schedule, the scheduled amount of unpaid indebtedness, less any unearned interest or finance
charges, plus an amount equal to two monthly payments. If the credit transaction provides for a
variable rate of finance charge or interest, the initial rate or the scheduled rates based on the initial
index must be used in determining the scheduled amount of unpaid indebtedness and subsequent
changes in the rate must be disregarded in determining whether the contract is repayable in
substantially equal installments according to a predetermined schedule.

(3) Notwithstanding clauses (1) and (2), insurance on educational, agricultural, and
horticultural credit transaction commitments may be written on a nondecreasing or level term plan
for the amount of the loan commitment.

(4) If the contract of indebtedness provides for a variable rate of finance charge or interest, the
initial rate or the scheduled rates based on the initial index shall be used in determining the
scheduled amount of indebtedness, and subsequent changes to the rate shall be disregarded in
determining whether the contract is repayable in substantialy equal installments according to a
predetermined schedule.

Sec. 56. Minnesota Statutes 1996, section 62B.04, subdivision 2, is amended to read:

Subd. 2. [CREDIT ACCIDENT AND HEALTH INSURANCE.] (a) The total amount of
periodic indemnity payable by credit accident and health insurance in the event of disability, as
defined in the policy, shall not exceed the aggregate of the periodic scheduled unpaid installments
of the indebtedness, and the amount of each periodic indemnity payment shall not exceed the
original indebtedness divided by the number of periodic installments If the credit transaction
provides for a variable rate of finance charge or interest, the initial rate or the scheduled rates
based on the initial index must be used in determining the aggregate of the periodic scheduled
unpaid installments of the indebtedness.

(b) If for any reason a policy of disability insurance will not or may not provide the
policyholder or certificate holder with coverage for the total amount of indebtedness on the related
loan or debt in the event of any one instance of disahility, the following notice must be provided to
the applicant. The disclosure must be on a separate 8-1/2 by 11 sheet of paper in 14 point bold face
capital letters. The disclosure must state:

WARNING: IF YOU BECOME DISABLED, THIS POLICY (WILL NOT/MAY NOT)
PROVIDE COVERAGE FOR THE FULL AMOUNT YOU OWE THE LENDER AS A
RESULT OF YOUR LOAN. BEFORE SUBMITTING YOUR APPLICATION FOR
COVERAGE, YOU SHOULD MAKE SURE YOU FULLY UNDERSTAND THE
CIRCUMSTANCES UNDER WHICH YOU WOULD NOT BE ENTITLED TO FULL
COVERAGE. IF YOU WANT COVERAGE FOR THE FULL AMOUNT OF YOUR
INDEBTEDNESS IN THE EVENT YOU BECOME DISABLED AND THE INSURER IS
UNABLE OR UNWILLING TO PROVIDE SUCH COVERAGE, YOU SHOULD
INVESTIGATE THE AVAILABILITY OF SUCH COVERAGE THROUGH OTHER
INSURERS.

This disclosure must be signed by the debtor and a copy provided to the debtor at the time the
debtor applies for coverage. A copy of the signed disclosure must also be maintained by the
insurer for at least the term of the policy if coverage is issued.

(c) Any policy or certificate of disability insurance which contains a critical period must for any
single instance of disability provide monthly indemnity benefit payments for the term of the loan
or 24 months, whichever is less. For purposes of this section, critical period means the period of
time during which benefits will be paid to the policyholder or certificate holder as a result of any
one instance of disability.

(d) Nothing in this section shall be deemed as requiring an insurer to provide benefits equal to
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the net schedule indebtedness of the policyholder or the certificate holder under the related loan
unless such benefits are specifically provided by the palicy.

Sec. 57. Minnesota Statutes 1996, section 62E.12, is amended to read:
62E.12 [MINIMUM BENEFITS OF COMPREHENSIVE HEALTH INSURANCE PLAN.]

The association through its comprehensive health insurance plan shall offer policies which
provide the benefits of a number one qualified plan and a number two qualified plan, except that
the maximum lifetime benefit on these plans shall be $1,500,000 $2,000,000, and an extended
basic plan and a basic Medicare plan as described in sections 62A.31 to 62A.44 and 62E.07. The
requirement that a policy issued by the association must be a qualified plan is satisfied if the
association contracts with a preferred provider network and the level of benefits for services
provided within the network satisfies the requirements of a qualified plan. If the association uses a
preferred provider network, payments to nonparticipating providers must meet the minimum
requirements of section 72A.20, subdivision 15. They shall offer health maintenance organization
contracts in those areas of the state where a health maintenance organization has agreed to make
the coverage available and has been selected as a writing carrier. Notwithstanding the provisions
of section 62E.06 and unless those charges are billed by a provider that is part of the association’s
preferred provider network, the state plan shall exclude coverage of services of a private duty
nurse other than on an inpatient basis and any charges for treatment in a hospital located outside of
the state of Minnesota in which the covered person is receiving treatment for a mental or nervous
disorder, unless similar treatment for the mental or nervous disorder is medically necessary,
unavailable in Minnesotaand provided upon referral by alicensed Minnesotamedical practitioner.

Sec. 58. Minnesota Statutes 1996, section 62Q.16, is amended to read:
62Q.16 [MIDMONTH TERMINATION PROHIBITED.]

health plan as defined in section 62A.011, subdivision 3, with the exception of individual healt
plans, issued or renewed on or after January 1, 1995, must provide coverage until the end of the
month in which coverage was terminated, contingent on payment of premium to the end of the
month. The responsibility for payment of the premium to the end of the month is a matter between
the person and the person’s employer or former employer. An employer may require the person to
pay the premium on a pro rata basis to extend coverage from the date employment terminated to
the end of that month.

Sec. 59. Minnesota Statutes 1996, section 65A.01, subdivision 3, is amended to read:

Subd. 3. [POLICY PROVISIONS] On said policy following such matter as provided in
subdivisions 1 and 2, printed in the English language in type of such size or sizes and arranged in
such manner, as is approved by the commissioner of commerce, the following provisions and
subject matter shall be stated in the following words and in 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
follded, with the blanks below indicated being left to be filled in at the time of the issuing of the
policy, to wit:

(Space for listing the amounts of insurance, 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
valug(s) of any building(s) or structure(s) covered by the policy or its attached endorsements; also
inthe agg\)/e space may be stated whether other insuranceislimited and if limited the total amount
permitted.

In consideration of the provisions and stipulations herein or added hereto and of the premium
above specified this company, for aterm of ..... from ..... (At 12:01 am. Standard Time) to ..... (At
12:01 am. Standard Time) at location of property involved, to an amount not exceeding the
amount(s) above specified does insure ..... and legal representatives ..........ccceveveieneneienesneens
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(In above space may be stated whether other insurance is limited.) (And if limited the total
amount permitted.)

Subject to form No.(s) ..... attached hereto.

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

The insurance effected above is granted against al loss or damage by fire originating from any
cause, except as hereinafter provided, also any damage by lightning and by removal from premises
endangered by the perilsinsured against in this policy, to the property described 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 preservation from the perils insured
against in 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 actual 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 willfully, or after a
loss, the insured has willfully and with intent to defraud, concealed or misrepresented any material
fact or circumstance concerning thisinsurance or the subject thereof, or the interests of the insured
therein.

This policy shall not cover accounts, bills, 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 against in 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.

Other insurance may be prohibited or the amount of insurance may be limited by so providing
in the policy or an endorsement, rider or form attached thereto.

Unless otherwise provided in writing added hereto this company shall not be liable for loss
occurring:

(a) while the hazard is increased by any means within 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 a result of explosion or riot, unless fire ensue, and in that event for loss by fire only.

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

The extent of the application of insurance under this policy and the contributionsto be made by
this company in case of loss, and any other provision or agreement not inconsistent with the
provisions of this policy, may be provided for in writing added hereto, but no provision 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 valid, unless
granted herein or expressed in writing added hereto. No provision, stipulation or forfeiture shall be
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held to be waived by any requirements or proceeding on the part of this company relating to
appraisal or to any examination provided for herein.

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 at any time by
this company by giving to the insured 30-days- a written notice of cancellation with or without
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 contract for
deed vendor not named herein as insured, such interest in this policy may be canceled by giving to
such mortgagee or vendor aten 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 assign and
transfer to the company the mortgagee's or vendor’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 proportion of any loss than the amount hereby
insured shall bear to the whole insurance covering the property against the peril involved.

In case of any loss under this policy the insured shall give immediate written notice to this
company of any lass, protect the property from further damage, and a statement in writing, 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 in case of total loss on buildings the value of said buildings
need not be stated, the interest of the insured therein, all other insurance 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 designated by
this company al that remains of any property herein described, and, after being informed 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 under 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 time and place designated by this company or its representatives, and shall permit
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 either, each shall
select a competent and disinterested appraiser and notify the other of the appraiser selected within
20 days of such demand. In case either fails to select an appraiser within the time provided, then a
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 appraisers shall first select a competent and
disinterested umpire; and failing for 15 days to agree upon such umpire, then a presiding judge of
the above mentioned court may appoint such an umpire upon application of party in writing by
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giving five days' notice thereof in writing to the other party. The appraisers 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 umpire. An award in writing, so itemized, of any two when filed with this
company shall determine 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 appraisal 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 appraised
value, and also to repair, 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 so 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 is made
either by agreement between the insured 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 sustainable in any court of
law or equity unless al 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 not be valid except with the written consent of this company.
IN WITNESS WHEREOF, this company has executed and attested these presents.

(Name of office) (Name of office)
Sec. 60. Minnesota Statutes 1996, section 65A.01, is amended by adding a subdivision to read:

Subd. 3c. [TIME REQUIREMENTS] (@) In the event of a policy less than 60 days old that is
not being renewed, or a policy that it is being canceled for nonpayment of premium, the notice
must be mailed to the insured so that it is recelved at least ten days before the effective
cancellation date. If a policy is being canceled for underwriting considerations, the insured must
be informed of the source from which the information was received.

(b) In the event of a mid-term cancellation, for reasons listed in subdivision 3a, or according to
policy provisions, the insured must receive a 30-day notice.

(c) In the event of a nonrenewal, a 60-day notice must be sent to the insured, containing the
specific underwriting or other reason for the indicated actions.

This subdivision does not apply to commercial policies regulated under sections 60A.36 and
60A.37.

Sec. 61. Minnesota Statutes 1996, section 65A.27, subdivision 4, is amended to read:

Subd. 4. "Homeowner’s insurance' means insurance coverage, as provided in section 60A.06,
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subdivision 1, clause (1)(c), normally written by the insurer as a standard homeowner’ s package
policy or as a standard residential renter’s package policy. This definition includes, but is not
limited to, policies that are generally described as homeowners policies, mobile/manufactured
homeowners' policies, dwelling owner policies, condominium owner policies, and tenant policies.

Sec. 62. Minnesota Statutes 1996, section 65A.29, subdivision 4, is amended to read:

Subd. 4. [FORM REQUIREMENTS.] Any natice or statement required by subdivisions 1 to 3,
or any other notice canceling a homeowner’s insurance policy must be written in language which
is easily readable and understandable by a person of average intelligence and understanding. The
statement of reason must be sufficiently specific to convey, clearly and without further inquiry, the
basis for the insurer’s refusal to renew or to write the insurance coverage.

The notice or statement must also inform the insured of:

(1) the possibility of coverage through the Minnesota property insurance placement facility
under sections 65A.31 to 65A.42;

(2) the right to object to the commissioner under subdivision 9; and

(3) the right to the return of unearned premium in appropriate situations under subdivision 10.
Sec. 63. Minnesota Statutes 1996, section 65B.48, subdivision 5, is amended to read:

Subd. 5. (a) Every owner of a motorcycle registered or required to be registered in this state or
operated in this state by the owner or with the owner’s permission shall provide and maintain
security for the payment of tort liabilities arising out of the maintenance or use of the motorcycle
in this state. Security may be provided by a contract of liability insurance complying with section
65B.49, subdivision 3, or by qualifying as a self insurer in the manner provided in subdivision 3.

(b) At the time an application for motorcycle insurance without personal injury protection
coverage is completed, there must be attached to the application a separate form containing a
written notice in at least 10-point bold type, if printed, or in capital letters, if typewritten that
states:

"Under Minnesota law, a policy of motorcycle coverage issued in the State of Minnesota must
provide liability coverage only, and there is no requirement that the policy provide personal
injury protection (PIP) coverage in the case of injury sustained by the insured. No PIP coverage
provided by an automobile insurance policy you may have in force will extend to provide
coverage in the event of a motorcycle accident.”

Sec. 64. [65B.492] [TOTAL DISABILITY; WAIVER OF WAGE LOSS
REIMBURSEMENT ]

A plan of reparation security issued to or renewed with a person who is totally disabled may
contain a waiver of wage loss reimbursement coverage, provided that the rate for any plan for
which this coverage has been excluded or reduced must be reduced accordingly. For purposes of
this section, the term "total disability” means the inability of an insured who isill or injured to
engage in any paid employment or work. The reparation obligor may request the insured to
provide written certification of the disability by a licensed practicing physician so long as the
\éve:itten certification is required no more frequently than on an annual basis. This section appliesto

f-insurance.

Sec. 65. Minnesota Statutes 1996, section 65B.56, subdivision 1, is amended to read:

Subdivision 1. [MEDICAL EXAMINATIONS AND DISCOVERY OF CONDITION OF
CLAIMANT.] Any person with respect to whose injury benefits are claimed under a plan of
reparation security shall, upon request of the reparation obligor from whom recovery is sought,
submit to a physical examination by a physician or physicians selected by the obligor as may
reasonably be required.
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The costs of any examinations requested by the obligor shall be borne entirely by the requesting
obligor. Such examinations shall be conducted within the-city;-town;-or-statutory-city 75 miles of
the residence of the injured person. If there is no qualified physician to conduct the examination
within the-city;-town;-or-statutory-city 75 miles of the residence of the injured person, then such
examination shall be conducted at another place of the closest proximity to the injured person’s
residence. Obligors are authorized to include reasonable provisions in policies for mental and
physical examination of those injured persons.

If requested by the person examined, a party causing an examination to be made shall deliver to
the examinee a copy of every written report concerning the examination rendered by an examining
physician to that person, at least one of which reports must set out in detail the findings and
conclusions of such examining physician.

An injured person shall also do all things reasonably necessary to enable the obligor to obtain
medical reports and other needed information to assist in determining the nature and extent of the
injured person’s injuries and loss, and the medical treatment received. If the claimant refuses to
cooperate in responding to requests for examination and information as authorized by this section,
evidence of such noncooperation shall be admissible in any suit or arbitration filed for damages
for such personal injuries or for the benefits provided by sections 65B.41 to 65B.71.

The provisions of this section apply before and after the commencement of suit.
Sec. 66. Minnesota Statutes 1996, section 67A.231, is amended to read:
67A.231 [DEPOSIT OF FUNDS; INVESTMENT; LIMITATIONS]

The directors of any township mutual insurance company may authorize the treasurer to invest
any of its funds and accumulations in:

(a) Bonds, notes, mortgages, or other obligations guaranteed by the full faith and credit of the
United States of America and those for which the credit of the United States is pledged to pay
principal, interest or dividends, including United States agency and instrumentality bonds,
debentures, or obligations,

(b) Bonds, notes, evidence of indebtedness, or other public authority obligations guaranteed by
this state;

(c) Bonds, notes, evidence of the indebtedness or other obligations guaranteed by the full faith
and credit of any county, municipality, school district, or other duly authorized political
subdivision of this state;

(d) Bonds or other interest bearing obligations, payable from revenues, provided that the bonds
or other interest bearing obligations are at the time of purchase rated among the highest four
quality categories used by a nationally recognized rating agency for rating the quality of similar
bonds or other interest bearing obligations, and are not rated lower by any other such agency; or
obligations of a United States agency or instrumentality that have been rated in one of the two
highest categories established by the Securities Valuation Office of the National Association of
Insurance Commissioners. A company may not invest more than 20 percent of its admitted assets
in the obligations of any one corporation. Thisis not applicable to bonds or other interest bearing
obligations in default as to principal;

(e) Investments in the obligations stated in paragraphs (a), (b), (c), and (d), may be made either
directly or in the form of securities of, or other interests in, an investment company registered
under the Federal Investment Company Act of 1940. Investment company shares authorized
pursuant to this subdivision shall not exceed 20 percent of the company’s surplus. These
obligations must be carried at the lower of cost or market on the annual statement filed with the
commissioner and adjusted to market on an annual basis;

(f) Loans upon improved and unencumbered real property in this state worth at least twice the
amount loaned thereon, not including buildings, unless insured by property insurance policies
payable to and held by the security holder;
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(g) Redl estate, including land, buildings and fixtures, located in this state and used primarily as
home office space for the insurance company;

(h) Demand or time deposits or savings accounts in federally insured depositories located in
this state to the extent that the deposit or investment is insured by the Federal Deposit Insurance
Corporation, Federal Savings and Loan Corporation, or the National Credit Union Administration.
An additional deposit not to exceed 50 percent of the township mutual insurance company’s
policyholder surplus may be located in these depositories if covered by private deposit insurance
written by an insurer Ticensed by the department of commerce;

(i) Guarantee fund certificates of a mutual insurer which reinsures the business of the township
mutual insurance company. The commissioner may by rule limit the amount of guarantee fund
certificates which the township mutual insurance company may purchase and this limit may be a
function of the size of the township mutual insurance company; and

() Up to $1,500 in stock of an insurer which issues directors and officers liability insurance to
township mutual insurance company directors and officers.

Sec. 67. Minnesota Statutes 1996, section 72A.20, subdivision 34, is amended to read:

Subd. 34. [SUITABILITY OF INSURANCE FOR CUSTOMER.] In recommending or issuing
life, endowment, individual accident and sickness, long-term care, annuity, life-endowment, or
Medicare supplement insurance to a customer, an insurer, either directly or through its agent, must
have reasonable grounds for believing that the recommendation is suitable for the customer, upon
the basis of facts disclosed by the customer as to the customer’s other insurance and financial
situation and needs, including, but not limited to, the customer’s financial status, the customer’s
need for insurance, and the values, benefits, and costs of the customer’s existing insurance
program, if any, when compared to the values, benefits, and costs of the recommended policy or

policies.

In the case of group insurance marketed on a direct response basis without the use of direct
agent contact, this subdivision is satisfied if the insurer has reasonable grounds to believe that the
insurance offered is generally suitable for the group to whom the offer is made.

Sec. 68. Minnesota Statutes 1996, section 72B.04, subdivision 10, is amended to read:

Subd. 10. [FEES]] A fee of $40 isimposed for each initial license or temporary permit and $25
for each renewal thereof or amendment thereto.
taken. A fee of $20 isimposed for the registration of each nonlicensed adjuster who is required to
register under section 72B.06. All fees shall be transmitted to the commissioner and shall be

payable to the statetreasurer department of commerce Lﬁaﬁfeelsqeaidﬁfeeanexaﬁmattenendr#

Sec. 69. Minnesota Statutes 1996, section 79A.01, subdivision 10, is amended to read:

Subd. 10. [COMMON CLAIMS FUND.] "Common claims fund,” with respect to group
self-insurers, means the cash, cash equivalents, or investment accounts maintained by the mutual
self-insurance group to pay its workers' compensation liabilities

Sec. 70. Minnesota Statutes 1996, section 79A.01, is amended by adding a subdivision to read:

Subd. 11. [DIMINUTIVE APPLICANTS] "Diminutive applicants' to group self-insurance
means applicants to existing self-insurance groups whose equity and premium are both less than
five percent of the total group’s equity and premium.

Sec. 71. Minnesota Statutes 1996, section 79A.02, subdivision 1, is amended to read:

Subdivision 1. [MEMBERSHIP.] For the purposes of assisting the commissioner, there is
established a workers' compensation self-insurers’ advisory committee of five members that are
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employers authorized to self-insurein Minnesota Three of the members and three alternates shall
be elected by the self-insurers’ security fund board of trustees and two members and two alternates
shall be appointed by the commissioner.

Sec. 72. Minnesota Statutes 1996, section 79A.02, subdivision 4, is amended to read:

Subd. 4. [RECOMMENDATIONS TO COMMISSIONER REGARDING REVOCATION.]
After each fifth anniversary from the date each individual and group self-insurer becomes certified
to self-insure, the committee shall review all relevant financial data filed with the department of
commerce that is otherwise available to the public and make a recommendation to the
commissioner about whether each self-insurer's certificate should be revoked. For group
self-insurers who have been in existence for five years or more and have been granted renewal
authority, a level of funding in the common claims fund must be maintained at not less than the
greater of either: (1) one year’'s claim losses paid in the most recent year; or (2) one-third of the
security deposit posted with the department of commerce according to section 79A.04, subdivision
2. This provision supersedes any requirements under section 79A.03, subdivision 10, and
Minnesota Rules, part 2780.5000.

Sec. 73. Minnesota Statutes 1996, section 79A.03, subdivision 6, is amended to read:

Subd. 6. [APPLICATIONS FOR GROUP SELF-INSURANCE.] (a) Two or more employers
may apply to the commissioner for the authority to self-insure as a group, using forms available
from the commissioner. This initial application shall be accompanied by a copy of the bylaws or
plan of operation adopted by the group. Such bylaws or plan of operation shall conform to the
conditions prescribed by law or rule. The commissioner shall approve or disapprove the bylaws
within 60 days unless a question as to the legality of a specific bylaw or plan provision has been
referred to the attorney general’s office. The commissioner shall make a determination as to the
a?fplication within 15 days after receipt of the requested response from the attorney general’s
office.

(b) After the initial application and the bylaws or plan of operation have been approved by the
commissioner or at the time of the initial application, the group shall submit the names of
employers that will be members of the group; an indemnity agreement providing for joint and
severd liability for all group members for any and all workers' compensation claims incurred by
any member of the group, as set forth in Minnesota Rules, part 2780.9920, signed by an officer of
each member; and an accounting review performed by a certified public accountant. A certified
financial audit may be filed in lieu of an accounting review.

(c) When a group has obtained its authority to self-insure, additional applicants who wish to
join the group must apply for approval by submitting: (1) an application; (2) an indemnity
agreement providing for joint and severd liability as set forth in Minnesota Rules, part 2780.9920,
signed by an officer of the applicant; and (3) a certified financial audit performed by a certified
public accountant at least 45 days before joining the group. An accounting review performed by a
certified public accountant may be filed in Tieu of a certified audit.

New diminutive applicants to the group, as defined in section 79A.01, subdivision 11, applying
for membership in groups in existence longer than one year, who have a combined equity of al
group members in excess of 15 times the last retention limit selected by the group with the
workers compensation reinsurance association, and have posted 125 percent of the group’s tota
eﬁti mated future liability, must submit the items in this paragraph at least ten days before joining
the group.

If the cumulative total of premium added to the group by diminutive new members is greater
than 50 percent in a fiscal year of the group, all subsequent new members applications must be
submitted at least 45 days before joining the group.

In al cases of new membership, evidence that cash premiums equal to not less than 20 percent
of the current year’s modified premium of each applicant have been paid into a common claims
fund, maintained by the group in a designated depository must be filed with the department at least
ten days before joining the group.
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Sec. 74. Minnesota Statutes 1996, section 79A.03, subdivision 7, is amended to read:

Subd. 7. [FINANCIAL STANDARDS] A sdf-insurer group proposing-to-self-insure shall
have and maintain:

(8 A combined net worth of all of the members of an amount at |east equal to the greater of ten
times the retention selected with the workers' compensation reinsurance association or one-third
of the current annual modified premium of the members.

(b) Sufficient assets, net worth, and liquidity to promptly and completely meet all obligations of
its members under chapter 176 or this chapter. In determining whether a group is in sound
financia condition, consideration shall be given to the combined net worth of the member
companies, the consolidated long-term and short-term debt to equity ratios of the member
companies, any excess insurance other than reinsurance with the workers compensation
reinsurance association, purchased by the group from an insurer licensed in Minnesota or from an
authorized surplus line carrier; other financia data requested by the commissioner or submitted by
the group; and the combined workers compensation experience of the group for the last four
years.

Sec. 75. Minnesota Statutes 1996, section 79A.03, subdivision 9, is amended to read:

Subd. 9. [FILING REPORTS] (a) Incurred losses, paid and unpaid, specifying indemnity and
medical losses by classification, payroll by classification, and current estimated outstanding
liability for workers’ compensation shall be reported to the commissioner by each self-insurer on a
caendar year basis, in a manner and on forms avalable from the commissioner. Payroll
information must beflled by Apr|I 1 of thefoIIOW| ng yearﬂandJessmfoFm&renandJeetaLwe‘tkepg

(b) Each salf-insurer shall, under oath, attest to the accuracy of each report submitted pursuant
to paragraph (a). Upon sufficient cause, the commissioner shall require the self-insurer to submit a
certified audit of payroll and claim records conducted by an independent auditor approved by the
commissioner, based on generally accepted accounting principles and generally accepted auditing
standards, and supported by an actuarial review and opinion of the future contingent liabilities
The basis for sufficient cause shall include the following factors: where the losses reported appear
significantly different from similar types of businesses; where major changes in the reports exist
from year to year, which are not solely attributable to economic factors, or where the
commissioner has reason to believe that the losses and payroll in the report do not accurately
reflect the losses and payroll of that employer. If any discrepancy is found, the commissioner shall
require changes in the self-insurer’s or workers' compensation service company record keeping
practices.

(© Wl%h%he An annual Jress status report due August 1, b each self msurer shaII reperHoJehe

by the commissioner.

(d) Each individual self-insurer shall, within four months after the end of its fiscal year,
annually file with the commissioner its latest 10K report required by the Securities and Exchange
Commission. If an individual self-insurer does not prepare a 10K report, it shall file an annual
certified financial statement, together with such other financial information as the commissioner
may require to substantiate data in the financial statement.

(e) Each member of the group shall, within four months after the end of each fiscal year for that
group, file the most recent annual financial statement, reviewed by a certified public accountant in
accordance with the Statements on Standards for Accounting and Review Services, Volume 2, the
American Ingtitute of Certified Public Accountants Professional Standards, or audited in
accordance with generally accepted auditing standards, together with such other financial
information the commissioner may require. In addition, the group shall file, within four months
after the end of each fiscal year for that group, combining financial statements of the group
members, compiled by a certified public accountant in accordance with the Statements on
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Standards for Accounting and Review Services, Volume 2, the American Institute of Certified
Public Accountants Professional Standards. The combining financial statements shall include, but
not be limited to, a balance sheet, income statement, statement of changes in net worth, and
statement of cash flow. Each combining financial statement shall include a column for each
individual group member along with a total column.

Where a group has 50 or more members, the group shall file, in lieu of the combining financial
statements, a combined financial statement showing only the total column for the entire group’s
bal ance sheet, income statement, statement of changes in net worth, and statement of cash flow.
Additionally, the group shall disclose, for each member, the total assets, net worth, revenue, and
income for the most recent fiscal year. The combining and combined financial statements may
omit al footnote disclosures.

() In addition to the financial statements required by paragraphs (d) and (e), interim financial
statements or 10Q reports required by the Securities and Exchange Commission may be required
by the commissioner upon an indication that there has been deterioration in the self-insurer’s
financial condition, including a worsening of current ratio, lessening of net worth, net loss of
income, the downgrading of the company’s bond rating, or any other significant change that may
adversely affect the self-insurer’s ability to pay expected losses. Any self-insurer that files an 8K
report with the Securities and Exchange Commission shall also file a copy of the report with the
commissioner within 30 days of the filing with the Securities and Exchange Commission.

Sec. 76. Minnesota Statutes 1996, section 79A.03, subdivision 10, is amended to read:

Subd. 10. [ANNUAL AUDIT AND REFUNDS] (a) The accounts and records of the group
self-insurer’ s fund shall be audited annually. Audits shall be made by certified public accountants,
based on generally accepted accounting principles and generally accepted auditing standards, and
supported by actuaria review and opinion of the future contingent liabilities, in order to determine
the solvency of the self-insurer’s fund. All audits required by this subdivision shall be filed with
the commissioner 90 days after the close of the fiscal year for the group self-insurer. The
commissioner may require a special audit to be made at other times if the financial stability of the
fund or the adequacy of its monetary reserves isin question.

(b) One hundred percent of any surplus money for a fund year in excess of 125 percent of the
amount necessary to fulfill all obligations under chapter 176 for that fund year may be declared
refundable to a member at any time after 18 months following the end of such fund year. There
can be no more than one refund in any 12-month period. When all claims of any one fund year
have been fully paid, as certified by an actuary, all surplus money from that fund year may be
declared refundable.

Sec. 77. Minnesota Statutes 1996, section 79A.03, is amended by adding a subdivision to read:

Subd. 13. [ANNUAL REQUIREMENTS] The financial requirements set forth in subdivisions
3, 4, 5, and 7 must be met on an annual basis.

Sec. 78. Minnesota Statutes 1996, section 79A.06, subdivision 5, is amended to read:

Subd. 5. [PRIVATE EMPLOYERS WHO HAVE CEASED TO BE SELF-INSURED.] Private
employers who have ceased to be private self-insurers shall discharge their continuing obligations
to secure the payment of compensation which is accrued during the period of self-insurance, for
purposes of Laws 1988, chapter 674, sections 1 to 21, by compliance with all of the following
obligations of current certificate holders:

(1) Filing reports with the commissioner to carry out the requirements of this chapter;

(2) Depositing and maintaining a security deposit for accrued liability for the payment of any
compensation which may become due, pursuant to chapter 176. However, if a private employer
who has ceased to be a private self-insurer purchases an insurance policy from an insurer
authorized to transact workers' compensation insurance in this state which provides coverage of
al claims for compensation arising out of injuries occurring during the period the employer was
self-insured, whether or not reported during that period, the policy will discharge the obligation of
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the employer to maintain a security deposit for the payment of the claims covered under the
policy. The policy may not be issued by an insurer unless it has previously been approved as to
form and substance by the commissioner; and

(3) Paying within 30 days all assessments of which natice is sent by the security fund, for a
period of seven years from the last day its certificate of self-insurance was in effect. Thereafter,
the private employer who has ceased to be a private sdlf-insurer may either: (a) continue to pay
within 30 days all assessments of which notice is sent by the security fund until it has no incurred
liabilities for the payment of compensation arising out of injuries during the period of
self-insurance; or (b) pay the security fund a cash payment equal to four percent of the net present
value of al remaining incurred liabilitiesfor the payment of compensation under sections 176.101
and 176.111 as certified by a member of the casualty actuarial society. Assessments shall be based
on the benefits paid by the employer during the calendar year immediately preceding the calendar
year in which the employer’s right to self-insure is terminated or withdrawn.

(4) With respect to a self-insurer who terminates its self-insurance authority after the effective
date of this clause, that member shall obtain and file with the commissioner an actuarial opinion of
its outstanding liabilities as determined by an associate or fellow of the Casualty Actuarial Society.
The opinion must separate liability for indemnity benefits from liability from medical benefits, and
must discount each up to four percent per annum to net present value. Within 30 days after
notification of approval of the actuarial opinion by the commissioner, the member shall pay to the
security fund an amount equal to 120 percent of that discounted outstanding indemnity liability,
multiplied by the greater of the average annualized assessment rate since inception of the security
fund or the annual rate at the time of the most recent assessment before termination.

(5) A former member who terminated its self-insurance authority before the effective date of
this clause who has paid assessmentsto the self-insurers’ security fund for seven years, and whose
annualized assessment is $500 or less, may buy out of its outstanding liabilities to the
self-insurers’ security fund by an amount calculated as follows. 1.35 multiplied by the indemnity
case reserves at the time of the calculation, multiplied by the then current self-insurers security
fund annualized assessment rate.

(6) A former member who terminated its self-insurance authority before the effective date of
this clause, and who is paying assessments within the first seven years after ceasing to be
self-insured under clause (3), may elect to buy out its outstanding liahilities to the self-insurers
security fund by obtaining and filing with the commissioner an actuarial opinion of its outstanding
liabilities as determined by an associate or fellow of the Casualty Actuarial Society. The opinion
must separate liability for indemnity benefits from liability from medical benefits, and must
discount each up to four percent per annum to net present value. Within 30 days after notification
of approval of the actuarial opinion by the commissioner, the member shall pay to the security
fund an amount equal to 120 percent of that discounted outstanding indemnity liability, multiplied
by the greater of the average annualized assessment rate since inception of the security fund or the
annud rate at the time of the most recent assessment.

(7) A former member who has paid the security fund according to clauses (4) to (6) and
subsequently receives authority from the commissioner to again self-insure shall be assessed under
section 79A.12, subdivision 2, only on indemnity benefits paid on injuries that occurred after the
former member received authority to self-insure again; provided that the member furnishes
verified data regarding those benefits to the security fund.

In addition to proceedings to establish liabilities and penalties otherwise provided, a failure to
comply may be the subject of a proceeding before the commissioner. An appeal from the
commissioner’s determination may be taken pursuant to the contested case procedures of chapter
14 within 30 days of the commissioner’s written determination.

Any current or past member of the self-insurers’ security fund is subject to service of process
on any claim arising out of chapter 176 or this chapter in the manner provided by section 5.25, or
as otherwise provided by law. The issuance of a certificate to self-insure to the private self-insured
employer shall be deemed to be the agreement that any process which is served in accordance with
this section shall be of the same legal force and effect as if served personally within this state.
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Sec. 79. Minnesota Statutes 1996, section 79A.21, subdivision 2, is amended to read:

Subd. 2. [REQUIRED DOCUMENTS] All first year applications must be accompanied by the
following:

(& A detailed business plan including the risk profile of the proposed membership,
underwriting guidelines, marketing plan, minimum financial criteria for each member, and
financia projections for the first year of operation.

(b) A plan describing the method in which premiums are to be charged to the employer
members. The plan shall be accompanied by copies of the member’'s workers' compensation
insurance policiesin force at the time of application. In developing the premium for the group, the
commercial self-insurance group shall base its premium on the Minnesota workers' compensation
insurers association's manual of rules, loss costs, and classifications approved for use in
Minnesota by the commissioner. Each member applicant shall, on a form approved by the
commissioner, complete estimated payrolls for the first 12-month period that the applicant will be
self-insured. Premium volume discounts per the plan will be permitted if they can be shown to be
consistent with actuarial standards.

(c) A schedule indicating actual or anticipated operational expenses of the commercia
self-insurance group. No authority to self-insure will be granted unless, over the term of the policy
year, at least 65 percent of total revenues from all sources for the year are available for the
payment of its claim and assessment obligations. For purposes of this calculation, claim and
assessment obligations include the cost of allocated |oss expenses as well as special compensation
fund and commercia self-insurance group security fund assessments but exclude the cost of
unallocated loss expenses.

(d) An indemnity agreement from each member who will participate in the commercia
self-insurance group, signed by an officer of each member, providing for joint and several liability
for al claims and expenses of all of the members of the commercial self-insurance group arising
in any fund year in which the member was a participant on a form approved by the commissioner.
The indemnity agreement shall provide for assessments according to the group’s bylaws on an
individual and proportionate basis.

(e) A copy of the commercia self-insurance group bylaws.

(f) Evidence of the security deposit required under section 79A.24, accompanied by the
actuarial certification study for the minimum security deposit as required under section 79A.24.

(9) Each initial member of the commercial self-insurance group shall submit to the commercial
self-insurance group accountant its most recent annual financial statement. Financial statements
for a period ending more than six months prior to the date of the application must be accompanied
by an affidavit, signed by a company officer under oath, stating that there has been no material
lessening of the net worth nor other adverse changes in its financial condition since the end of the
period. Individua group members constituting at least 75 percent of the group’s annual premium
shall submit reviewed or audited financia statements. The remaining members may submit
compilation level statements. Statementsfor a period ending more than 12 months prior to the date
of application cannot be accepted.

(h) A compiled combined financial statement of all group members prepared by the
commercia self-insurance group’s accountant and a list of members included in such statements.

(i) A copy of each member’s accountant’s report letter from the reports used in compiling the
combined financia statements.

() A list of al members and the percentage of premium each represents to the total group’s
annual premium for the policy year.

Sec. 80. Minnesota Statutes 1996, section 79A.22, subdivision 7, is amended to read:
Subd. 7. [INVESTMENTS] (&) Any securities purchased by the common claims fund shall be
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in such denominations and with dates of maturity to ensure securities may be redeemable at
sufficient time and in sufficient amounts to meet the fund's current and long-term liabilities

(b) Cash assets of the self-insurer’s fund may be invested as provided in section 60A.11 for a

casualty insurance company, provided that investment in real estate of or indebtedness from any
member company or affiliates prohibited. In addition, investment in the following is allowed:

(1) savings accounts or certificates of deposit in a duly chartered commercial bank located
within the state of Minnesota and insured through the Federal Deposit Insurance Corporation,

(2) share accounts or savings certificates in a duly chartered savings and loan association
located within the state of Minnesota and insured through the Federal Savings and L oan Insurance

Corporation,
(3) direct aobligations of the United States Treasury, such as notes, bonds, or bills;

(4) abond or security issued by the state of Minnesota and backed by the full faith and credit of
the state;

(5) a credit union where the employees of the self-insurer are members if the credit union is
located in Minnesota, licensed by the state of Minnesota, and insured through the Federal Deposit
Insurance Corporation; or

(6) rea estate, common stock, preferred stock, or corporate bonds listed on the New York,
American Stock Exchange or NASDAQ Stock Market, so long as these investments are not issued
by any member company or affiliate and the total in all other allowable categories make up at least
75 percent of the total required in the common claims fund.

Sec. 81. Minnesota Statutes 1996, section 79A.22, is amended by adding a subdivision to read:

Subd. 13. [COMMON CLAIMS FUND; FIVE-YEAR EXCEPTION.] For commercia group
self-insurers who have been in existence for five years or more, alevel of funding in the common
claims fund must be maintained at not less than the greater of either:

(1) one year's claim losses paid in the most recent year; or

(2) one-third of the security deposit posted with the department of commerce according to
section 79A.24, subdivision 2.

This provision supersedes any reguirements under subdivisions 11 and 12 and Minnesota
Rules, part 2780.5000.
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Sec. 82. Minnesota Statutes 1996, section 79A.23, subdivision 1, is amended to read:

Subdivison 1. [REQUIRED REPORTS TO COMMISSIONER.] Each commercia
self-insurance group shall submit the following documents to the commissioner.

(@ An annual report shall be submitted by April 1 showing the incurred losses, paid and
unpaid, specifying indemnity and medical losses by classification, payroll by classification, and
current estimated outstanding liability for workers' compensation on a calendar year basis, in a
manner and on forms available from the commissioner. In addition each group will submit a
quarterly interim loss report showing incurred losses for al its membership.

(b) Each commercia self-insurance group shall submit within 45 days of the end of each
quarter:

(1) a schedule showing all the members who participate in the group, their date of inception,
and date of withdrawal, it applicable;

52) a separate section identifying which members were added or withdrawn during that quarter;
an

(3) an internal financial statement and copies of the fiscal agent’s statements supporting the
balances in the common claims fund.

(c) The commercial self-insurance group shall submit an annual certified financial audit report
of the commercial self-insurance group fund by April 1 of the following year. The report must be
accompanied by an expense schedule showing the commercia self-insurance group’ s operational
costs for the same year including service company charges, accounting and actuarial fees, fund
administration charges, reinsurance premiums, commissions, and any other costs associated with
the administration of the group program.

(d) An officer of the commercia self-insurance group shall, under oath, attest to the accuracy
of each report submitted under paragraphs (&), (b), and (c). Upon sufficient cause, the
commissioner shall require the commercia self-insurance group to submit a certified audit of
payroll and claim records conducted by an independent auditor approved by the commissioner,
based on generally accepted accounting principles and generally accepted auditing standards, and
supported by an actuarial review and opinion of the future contingent liabilities The basis for
sufficient cause shall include the following factors:

(1) where the losses reported appear significantly different from similar types of groups;

(2) where major changesin the reports exist from year to year, which are not solely attributable
to economic factors; or

(3) where the commissioner has reason to believe that the losses and payroll in the report do not
accurately reflect the losses and payroll of the commercia self-insurance group.

If any discrepancy is found, the commissioner shal require changes in the commercial
self-insurance group’s business plan or service company recordkeeping practices.

(e) Each commercial self-insurance group shall submit by August September 15 a copy of the
group’s annual federal and state income tax returns or provide proof that it has received an
exemption from these filings.

(f) With the annual loss report each commercial self-insurance group shal report to the
commissioner any worker’s compensation claim where the full, undiscounted value is estimated to
exceed $50,000, in a manner and on forms prescribed by the commissioner.

(g) Each commercial self-insurance group shall submit by May 1 alist of al members and the
percentage of premium each represents to the total group’s premium for the previous calendar
year.

(h) Each commercial self-insurance group shall submit by May 1 the following documents
prepared by the group’s certified public accountant:
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(1) acompiled combined financial statement of group members and a list of members included
in this statement; and

(2) areport that the statements which were combined have met the requirements of subdivision
2.

(i) If any group member comprises over 25 percent of total group premium, that member’s
financial statement must be reviewed or audited, and must-be-submitted-to-the commissioner, at
the commissioner’'s option, must be filed with the department of commerce by May 1 of the
following year.

(1) Each commercial self-insurance group shall submit a copy of each member’s accountant’s
report letter from the reports used in compiling the combined financial statements.

Sec. 83. Minnesota Statutes 1996, section 79A.23, subdivision 2, is amended to read:

Subd. 2. [REQUIRED REPORTS FROM MEMBERS TO GROUP. Each member of the
commercia self-insurance group shal, by April 1, submit to the group its most recent annual
financia statement, together with other financial information the group may require. These
financial statements submitted must not have a fiscal year end date older than January 15 of the
group’s calendar year end. Individual group members constituting at least 75 50 percent of the
group’s annual premium shall submit to the group reviewed or audited financial statements. The
remaining members may submit compilation level statements.

Sec. 84. Minnesota Statutes 1996, section 79A.24, subdivision 1, is amended to read:

Subdivision 1. [ANNUAL SECURING OF LIABILITY.] Each year every commercial
self-insurance group shall secure its estimated future ineurred-Habilities liability for the payment
of compensation and the performance of the obligations of its membership imposed under chapter
176. A new deposit must be posted within 30 days of the filing of the commercial self-insurance
group’s annual actuarial report with the commissioner.

Sec. 85. Minnesota Statutes 1996, section 79A.24, subdivision 2, is amended to read:

Subd. 2. [MINIMUM DEPOSIT.] The minimum deposit is 150 percent of the commercial
self-insurance group’s estimated future incurred—liabilities liability for the payment of
compensation as determined by an actuary. If al the members of the commercial self-insurance
group have submitted reviewed or audited financia statements to the group s accountant, this
minimum deposit shall be 110 percent of the commercial self-insurance group’s estimated future
Hnedrredtabilities liability for the payment of workers' compensation as determined by an
actuary. The group must file a letter with the commissioner from the group’s accountant which
confirms that the compiled combined financia statements were prepared from members reviewed
or audited financial statements only before the lower security deposit is allowed. Each actuarial
study shall include a projection of future losses during a one-year period until the next scheduled
actuarial study, less payments anticipated to be made during that time. Deduction should be made
for the total amount which is estimated to be returned to the commercial self-insurance group from
any specific excess insurance coverage, aggregate excess insurance coverage, and any
supplementary benefits which are estimated to be reimbursed by the special compensation fund.
Supplementary benefits will not be reimbursed by the special compensation fund unless the
special compensation fund assessment pursuant to section 176.129 is paid and the required reports
are filed with the special compensation fund. In the case of surety bonds, bonds shall secure
administrative and legal costsin addition to the liability for payment of compensation reflected on
the face of the bond. In no event shall the security be less than the group’ s selected retention limit
of the workers' compensation reinsurance association. The posting or depositing of security under
this section shall release al previously posted or deposited security from any obligations under the
posting or depositing and any surety bond so released shall be returned to the surety. Any other
security shall be returned to the depositor or the person posting the bond.

Sec. 86. Minnesota Statutes 1996, section 79A.24, subdivision 4, is amended to read:
Subd. 4. [CUSTODIAL ACCOUNTS)] (a) All surety bonds, irrevocable letters of credit, and
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documents showing issuance of any irrevocable letter of credit shall be deposited in accordance
with the provisions of section 79A.071.

(b) Upon the commissioner sending a request to renew, request to post, or request to increase a
security deposit, a perfected security interest is created in the commercial self-insurance group’s
and member’s assets in favor of the commissioner to the extent of any then unsecured portion of
the commercial sdlf-insurance group’s incurred liabilities The perfected security interest is
transferred to any cash or securities thereafter posted by the commercial self-insurance group with
the state treasurer and is released only upon either of the following:

(1) the acceptance by the commissioner of a surety bond or irrevocable letter of credit for the
full amount of the incurred liabilities for the payment of compensation; or

(2) the return of cash or securities by the commissioner. The commercial self-insurance group
loses all right, title, and interest in and any right to control all assets or obligations posted or left on
deposit as security. In the event of a declaration of bankruptcy or insolvency by a court of
competent jurisdiction, or in the event of the issuance of a certificate of default by the
commissioner, the commissioner shall liquidate the deposit as provided in this chapter, and
transfer it to the commercia self-insurance group security fund for application to the commercial
self-insurance group’s incurred liability.

(c) No securities in physical form on deposit with the state treasurer or the commissioner or
custodia accounts assigned to the state shall be released or exchanged without an order from the
commissioner. No security can be exchanged more than once every 90 days.

(d) Any securities deposited with the state treasurer or with a custodial account assigned to the
state treasurer or letters of credit or surety bonds held by the commissioner may be exchanged or
replaced by the depositor with any other acceptable securities or letters of credit or surety bond of
like amount so long as the market value of the securities or amount of the surety bonds or |etter of
credit equals or exceeds the amount of the deposit required. If securities are replaced by surety
bond, the commercial self-insurance group must maintain securities on deposit in an amount
sufficient to meet all outstanding workers compensation liability arising during the period
covered by the deposit of the replaced securities.

Sec. 87. Minnesota Statutes 1996, section 79A.26, subdivision 2, is amended to read:

Subd. 2. [BOARD OF TRUSTEES. The commercial security fund shall be governed by a
board consisting of a minimum of three and maximum of five trustees. The trustees shall be
representatives of commercia self-insurance groups who shall be elected by the participants of the
commercia security fund, each group having one vote. The trustees initially elected by the
participants shall serve staggered terms of either two or three years. Thereafter, trustees shall be
elected to three-year terms and shall serve until their successors are elected and assume office
pursuant to the bylaws of the commercial security fund. Two additional trustees shall be appointed
by the commissioner. Fhese trustees-shall-serve-four-year-terms: Initially, one of these trustees
shall serve a two-year term. Thereafter, the trustees shall be appointed to four-year terms, and
shall serve until their successors are appointed and assume office according to the bylaws of the
commercial security fund. In addition to the trustees elected by the participants or appointed by the
commissioner, the commissioner of labor and industry or the commissioner’s designee shall be an
ex officio, nonvoting member of the board of trustees. A member of the board of trustees may
designate another person to act in the member’s place as though the member were acting and the
designee’s actions shall be deemed those of the member.

Sec. 88. Minnesota Statutes 1996, section 79A.31, subdivision 1, is amended to read:
Subdivision 1. [WITHDRAWAL.] Any group self-insurer that is a member as-ef-August-1;
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1995; of the self-insurers security fund established under section 79A.09, may until-January-1;
1996; elect to withdraw from that fund and become a member of the commercial self-insurance
group security fund established under section 79A.26. The transferring group shall be subject to
the provisions and requirements of sections 79A.19 to 79A.32 as of the date of transfer. Additional
security may be required pursuant to section 79A.24. Group self-insurers electing to transfer to the
commercia self-insurance group fund shall not be subject to the provisions of section 79A.06,
subdivision 5, including, but not limited to, assessments by the self-insurers’ security fund. Notice
of tranlsjfer must be filed by November 1 for al transfers that must be effective at midnight on
December 31.

Sec. 89. [WARRANTY PRODUCTS AND EXTENDED SERVICE CONTRACTS; STUDY ]

The commissioner of commerce shall conduct a study to determine the appropriate regulatory
framework for warranty products and extended service contracts offered for sale in Minnesota

The commissioner shall make awritten report to the legislature on or before February 15, 1998,
discussing the types of warranty and extended service contracts available to Minnesota consumers.
The report must also include recommendations as to how these products should be regulated in
Minnesota, including a discussion as to when these products should be regulated as insurance. In
examining these issues, the commissioner may seek the advice of representatives from the
attorney generd’s office, the retall merchants industry, public utilities, and the insurance industry.

Sec. 90. [APPLICATION.]

(a) Section 27, subdivision 2, appliesto a suit based in whole or in part on an alleged act, error,
or omission that takes place on or after the effective date of the section.

(b) No legal action lies against the receiver or any employee based in whole or in part on any
aleged act, error, or omission that took place before the effective date of the section, unless suitis
filed and valid service of process is obtained within 12 months after the effective date of the
section.

(c) Section 27, subdivisions 3 to 5, apply to a suit that is pending on or filed after the effective
date of the section without regard to when the alleged act, error, or omission took place.

(d) Section 30 appliesto all contracts entered into, renewed, extended, or amended on or after
its effective date and to obligations arising from any business written or transaction occurring
covered by reinsurance after the effective date according to any contract including those in
existence before the effective date.

Sec. 91. [REPEALER]

Minnesota Statutes 1996, sections 60A.11, subdivision 24a; 60B.36; 60B.44, subdivision 3;
65A.29, subdivision 12; and 79A.04, subdivision 8, are repealed.

Sec. 92. [EFFECTIVE DATE)]

Sections 1, 2, 25, 36, 41, 47, 49, 52, 59, 61, 68, and 87 are effective the day after fina
enactment.

Sections 37, 38, and 42 are effective January 1, 1998."
Delete the title and insert:

"A bill for an act relating to insurance; regulating companies and agents; providing immunity
from suit and indemnification for receivers and their employees, regulating coverages, providing
certain notices and filing requirements; providing for a study; making certain technical changes;
amending Minnesota Statutes 1996, sections 60A.02, subdivision 1a, and by adding a subdivision;
60A.052, subdivision 2, and by adding a subdivision; 60A.06, subdivisions 1 and 2; 60A.075,
subdivisions 1, 8, and 9; 60A.077, subdivisions 1, 2, 3, 5, 6, 7, 8, 9, 10, 11, and by adding a
subdivision; 60A.092, subdivisions 6 and 11; 60A.10, subdivision 1; 60A.111, subdivision 1;
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60A.13, subdivison 1; 60A.19, subdivison 1; 60B.21, subdivison 2; 60B.25; 60B.44,
subdivisions 2, 4, 6, and by adding a subdivision; 60D.20, subdivision 2; 60K.02, subdivision 1,
60K .03, subdivisions 2 and 3; 60K.08; 60K.14, subdivision 4; 60K.19, subdivisions 7 and 8;
61A.28, subdivisions 6, 9a and 12; 61A.32; 61A.60, subdivision 1; 61B.19, subdivision 3;
62A.04, subdivision 3; 62A.135, subdivision 5; 62A.316; 62A.50, subdivision 3; 62B.02, by
adding subdivisions, 62B.04, subdivisions 1 and 2; 62E.12; 62Q.16; 65A.01, subdivision 3, and by
adding a subdivision; 65A.27, subdivision 4; 65A.29, subdivision 4; 65B.48, subdivision 5;
65B.56, subdivision 1; 67A.231; 72A.20, subdivison 34; 72B.04, subdivision 10; 79A.01,
subdivision 10, and by adding a subdivision; 79A.02, subdivisions 1 and 4; 79A.03, subdivisions
6, 7, 9, 10, and by adding a subdivision; 79A.06, subdivision 5; 79A.21, subdivision 2; 79A.22,
subdivision 7, and by adding a subdivision; 79A.23, subdivisions 1 and 2; 79A.24, subdivisions 1,
2, and 4; 79A.26, subdivision 2; and 79A.31, subdivision 1; proposing coding for new law in
Minnesota Statutes, chapters 60B; and 65B; repealing Minnesota Statutes 1996, sections 60A.11,
subdivision 24a; 60B.36; 60B.44, subdivision 3; 65A.29, subdivision 12; and 79A.04, subdivision
8."

And when so amended the bill do pass. Amendments adopted. Report adopted.
Mr. Lessard from the Committee on Environment and Natural Resour ces, to which was
referred

H.F. No. 949: A hill for an act relating to the environment; making manufacturers of electric
relays or other electrical devices responsible for the waste management costs of these devices,
amending Minnesota Statutes 1996, sections 115A.932, subdivision 1; and 116.92, subdivision 3,
and by adding a subdivision.

Reports the same back with the recommendation that the bill do pass. Report adopted.
Mr. Lessard from the Committee on Environment and Natural Resources, to which was
referred

S.F. No. 184: A hill for an act relating to the environment; modifying requirements relating to
toxics in products; amending Minnesota Statutes 1996, section 115A.9651.

Reports the same back with the recommendation that the bill be amended as follows:

Delete everything after the enacting clause and insert:

"Section 1. Minnesota Statutes 1996, section 115A.9651, is amended to read:

115A.9651 [TOXICS LISTED METALS IN SPECIFIED PRODUCTS; ENFORCEMENT ]

After July 1, 1998 no person may

distribute a listed product for sale or use in this state.
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Subd. 2. [DEFINITIONS.] (a) For the purposes of this section, the following terms have the
meanings given them.

(b) "Council" means the council established under subdivision 5.

(c) "Essentia product” means a specified product into which the introduction of a listed metal
is required under military specifications or to ensure the integrity of a product essential for
aviation or railroad safety, and which is being used only in that application.

(d) "Intentionally introduce' means to deliberately use a listed metal as an element during
manufacture or distribution of a specified product. Intentional introduction does not include the
incidental presence of alisted metal.

(e) "Listed metal" means lead, cadmium, mercury, or hexavaent chromium.

(f) "Listed product" means a specified product that is included on the prohibited products list
published under subdivision 4.

(g) "New product” means a specified product which was not used, sold, or distributed in the
state before July 2, 1998, or which has been reformulated so that it contains more of alisted metal.

(h) "Officia" means an officer of a corporation, a general partner of a partnership or limited
partnership, a sole proprietor, or, in the case of any other entity, a person with high level
management responsibilities

(i) "Specified product" means an ink, dye, pigment, paint, or fungicide into which alisted metal
has been intentionally introduced or in which the incidental presence of a listed metal exceeds a
concentration of 100 parts per million.

Subd. 3. [APPLICATION;-ENFORCEMENT CERTIFICATION OF COMPLIANCE] (a)

theemee By JuIy 1 1998 each person Who hasflled the progr%s report spec:|f|ed in Larws 1994
chapter 585, section 30 subdivision 2, paragraph (e), indicating compliance would be achieved by
July 1, 1998, shall certify to the commissioner that the products referenced in that report have been
reformulated and no longer meet the definition of a specified product. The certification must bein
writing and signed by an officia of the company. If, due to significant change in circumstances,
the person cannot so certify by July 1, 1998, a product review report and fee shall be submitted as
provided under subdivision 6.

(b) The person submitting the certification shall keep a copy on file and make copies available
to the commissioner or the attorney general upon regquest or to any member of the public within 60
days of receipt of awritten request that specifies the type of product for which the information is

requested.

Subd. 4. [PROHIBITED PRODUCTS LIST.] By October 1, 1998, the commissioner shall
publish in the State Register a list of specified products for which the commissioner has received
certifications as provided under subdivision 3.

Subd. 5. [TOXICS ADVISORY COUNCIL.] (a) The purpose of the toxics advisory council is
to promote sustainable development, as defined in section 4A.07, the public health and welfare
and protect the environment and the state’s economy by removing listed metals from specified
products so that the listed metals do not contribute to bioaccumulation and burden taxpayers with
unnecessary disposal costs.

(b) By July 1, 1997, the commissioner shall appoint a toxics advisory council consisting of the
following five permanent members. a chair, a representative of government, a representative of
business, a representative of a citizens' organization, and a representative from a relevant field of
academia. Temporary members of the council shall be appointed by the commissioner under
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paragraph (f). No permanent or temporary member of the council who is an employee of a
manufacturer or user of a specified product may sit in consideration of that product.

(c) The council shall have the following duties:

(1) review reports submitted under subdivisions 6, 7, and 8 and provide advice to the
commissioner pursuant to paragraph (d); and

(2) report to the commissioner on October 1, 2000, and October 1, 2005, on any reasonable
measures that would allow the criteriain paragraph (d) to be met with regard to products reviewed
based on information obtained during the review of products.

(d) The council’s advice to the commissioner under paragraph (c), clause (1), shall be based on
an evauation of the environmental impact of the product and the ability of the manufacturer or
user to reduce or eliminate the listed metal. Before making a recommendation that the
commissioner take action under subdivision 9, the council must conclude that:

(1) there is an aternative to the specified product that does not contain the listed metal that
pe{jforms the same technical function, is commercidly available, and is economically practicable;
an

(2) replacement of the product with the alternative will result in an environmental benefit in the
state.

(e) A recommendation that the commissioner take action under subdivision 9 shall include the
information required by section 14.131 to the extent the council, through reasonable effort, can
ascertain this information.

(f) Before the council evaluates a specific product or group of products, the commissioner shall
appoint temporary council membersin an even humber up to six. The commissioner shall seek to
appoint as temporary members persons having expertise on the product or group of products under
review as well as persons representing community interests. The temporary members shall be
voting members of the council on al matters related to consideration of the product or group of
products. The terms of the temporary members shall expire when the council has completed its
review of the product or group of products and has submitted its recommendation to the
commissioner pursuant to this subdivision.

(g) The permanent members of the council must prioritize the council’s review of a specific
product or group of products by publishing a notice in the Staie Register by October 1, 1998,
identifying those specified products, or groups of products, which will be reviewed by July 1,
2000. By October 1, 2000, the council shall publish a notice in the State Register identifying those
specified products, or groups of products, which will be reviewed by July 1, 2005. The council
snall consider potential environmental impacts in prioritizing its review. The council shall notify
manufacturers and users who have submitted product review reports of the appropriate review
schedule. A manufacturer who has submitted a product review report may request an expedited
review by the council.

(h) The commissioner shall provide staff and administrative services to the council.
Compensation and removal of council members shal be as provided in section 15.059,
subdivisions 3 and 4. The council shall dissolve on June 30, 2006.

Subd. 6. [PRODUCT REVIEW REPORTS] (&) Except as provided under subdivision 7, the
manufacturer, or an association of manufacturers, of any specified product distributed for sale or
usein this state that is not listed pursuant to subdivision 4 shall submit a product review report and
fee as provided in paragraph (c) to the commissioner for each product by July 1, 1998. Each
product review report shall contain at Teast the following:

(1) a policy statement articulating upper management support for eliminating or reducing
intentional introduction of Tisted metals into its products,

(2) a description of the product and the amount of each listed metal distributed for use in this
state;
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(3) a description of past and ongoing efforts to eliminate or reduce the listed meta in the
product;

(4) an assessment of options available to reduce or eliminate the intentional introduction of the
listed metal including any alternatives to the specified product that do not contain the listed metal,
perform the same technical function, are commercially available and are economically
practicable;

(5) a statement of objectivesin numerical terms and a schedule for achieving the elimination of
the listed metals and an environmental assessment of alternative products;

(6) a listing of options considered not to be technically or economically practicable and

(7) certification attesting to the accuracy of the information in the report signed and dated by an
official of the manufacturer or user.

If the manufacturer fails to submit a product review report, a user of a specified product may
submit a report and fee which comply with this subdivision by August 15, 1998.

(b) By July 1, 1999, and annually thereafter until the commissioner takes action under
subdivision 9, the manufacturer or user must submit a progress report and fee as provided in
paragraph (c) updating the information presented under paragraph (a).

(c) The fee shall be $275 for each report. The fee shall be deposited in the state treasury and
credited to the environmental fund.

(d) Where it cannot be determined from a progress report submitted by a person pursuant to
Laws 1994, chapter 585, section 30, subdivision 2, paragraph (€), the number of products for
which product review reports are due under this subdivision, the commissioner shall have the
authority to determine, after consultation with that person, the number of products for which
product review reports are required.

(e) The commissioner shall summarize, aggregate, and publish data reported under paragraphs
(@) and (b) annually.

(f) A product that is the subject of a decision under section 115A.965 is exempt from this
section.

Subd. 7. [ESSENTIAL PRODUCTS, PUBLISHED LIST.] (8) By January 1, 1998, a
manufacturer or user of an essential product must submit a certification to the commissioner that
the product meets the definition in subdivision 2, paragraph (c). By July 1, 2002, each
manufacturer or user of an essential product shall submit a report to the commissioner which
includes the information required in subdivision 6, paragraph (a), and a statement of whether the
product continues to meet the definition in subdivision 2, paragraph (c).

(b) By October 1, 1998, the commissioner shall publish in the State Register a list of essential
products for which the commissioner has received certification pursuant to this subdivision. By
October 1, 2002, the commissioner shall publish in the State Register a list of essentia products
based on reports submitted by July 1, 2002, as provided in paragraph (a).

Subd. 8. [NEW PRODUCTS, CRITERIA FOR REVIEW.] (a) After July 1, 1998, but before
July 1, 2005, no person shall sell, distribute, or offer for salein this state a new product prior to the
manufacturer or user submitting a product review report and fee specified in subdivision 6.

(b) The council shall review reports submitted under this subdivision and provide advice to the
commissioner. The council’s advice to the commissioner under this subdivision shall be based on
an evaluation of the environmental impact of the product and the ability of the manufacturer or
user to reduce or eliminate the listed metal. Before making a recommendation that the
commissioner take action under subdivision 9, the council must conclude that:

(1) there is an alternative to the specified product that does not contain the listed metal that
performs the same technica function, is commercialy available, and is economically practicable,
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and replacement of the product with the alternative will result in an environmental benefit in the
state; or

(2) if there is no dternative to the new product, that the use of the listed metal in the new
product presents a significant threat to the safe and efficient operation of waste facilities, or use of
the listed metal does not increase the useful life span of the new product, reduce the overal
toxicity of the final product or of material used in production of the final product, or otherwise
provide a net environmental benefit to the state.

(c) Notwithstanding subdivision 5, paragraph (f), where the commissioner determines that a
new product subject to paragraph (a) is sufficiently similar to a product or products previoudy
reviewed by the council, the commissioner may authorize the permanent members of the council
to perform the duties established in paragraph (b) without the appointment of temporary members.
In performing those duties, the council shall utilize information gathered in any previous review of
a similar product or products.

(d) Beginning July 1, 2005, no person shall sell, distribute, or offer for sale in this state a new
product without the commissioner’s approval. A person seeking approval of a new product shall
submit a product review report including the information and fee specified in subdivision 6. The
commissioner shall not approve the new product unless the commissioner determines that it meets
the criteriain paragraph (b). The commissioner shall make a determination within six months of
receipt of a complete request.

Subd. 9. [AUTHORITY OF COMMISSIONER] (ad) The commissioner may, upon the
recommendation of the council, prohibit the distribution for sale or use in this state of a specified
product that is not an essential product.

(b) Before taking action under this subdivision, the commissioner must conclude that:

(1) there is an alternative to the specified product that does not contain the listed metal that
performs the same technica function, is commercialy available, and is economically practicable,
and replacement of the product with the alternative will result in an environmental benefit to the
state; or

(2) if there is no aternative to the new product, that the use of the listed metal in the new
product presents a significant threat to the safe and efficient operation of waste facilities, or use of
the listed metal does not increase the useful life span of the new product, reduce the overal
toxicity of the final product or of material used in production of the fina product, or otherwise
provide a net environmental benefit to the state.

(c) If the commissioner fails to take action under this subdivision as recommended by the
council, the commissioner shall submit a report to the legislature explaining the reasons for not
taking such action.

(d) The commissioner shall provide the legislature a report and recommendations based on any
report prepared by the council under subdivision 5, paragraph (c), clause (2).

Subd. 10. [APPLICATION; ENFORCEMENT.] (a) This section does not apply to art supplies.

(b) This section may be enforced under sections 115.071 and 116.072. The attorney general or
the commissioner of the agency shall coordinate enforcement of this section with the director of
the office.

Subd. 11. [RULEMAKING AUTHORITY.] (a) The pollution control agency may adopt,
amend, suspend, and repeal rules to implement this section.

(b) Publication of notice under subdivision 5, paragraph (g), shall be deemed to satisfy the
reguirements of section 14.101.

(c) The commissioner may adopt a council recommendation under subdivision 5 as the
agency’s statement of need and reasonableness. A recommendation adopted in this manner shall
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be deemed to satisfy any content requirementsfor a statement of need and reasonabl eness imposed
by law.
(d) Any hearings on rules adopted under this section shall be conducted in accordance with

sections 14.14 to 14.20 and address whether the rule meets the standards for review under which
the judge is required to approve or disapprove the rule.

(e) Section 14.125 does not apply to the agency’s rulemaking authority under this section.

(f) A rule adopted under this section is effective until repealed by the agency.
Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment.”

And when so amended the bill do pass and be re-referred to the Committee on Governmental
Operations and Veterans.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Lessard from the Committee on Environment and Natural Resources, to which was
referred

SF. No. 1124: A bill for an act relating to natural resources; requiring the commissioner of
natural resources to negotiate to prevent erosion and loss of old growth forest.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"Section 1. [PROTECTION OF SCENIC PINE FOREST AREA.]

The commissioner of natural resources shall negotiate with the city of Duluth, the Duluth
Airport Authority, and other federal, state, and local partiesto classify the [and subject to the 1939
conveyance to provide aleve of protection sufficient to ensure the continued ecol ogical integrity
of the area and to prohibit further cutting of the scenic pine forest area.”

Delete the title and insert:

"A hill for an act relating to natural resources, requiring the commissioner of natural resources
to negotiate to prevent loss of scenic pine forest area.”

And when so amended the bill do pass.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Vickerman from the Committee on Local and Metropolitan Government, to which
was referred

SF. No. 175: A hill for an act relating to the metropolitan council; providing for an elected
metropolitan council; providing for public financing of campaigns for council seats, imposing
penalties; amending Minnesota Statutes 1996, sections 15.0597, subdivision 1; 204B.09,
subdivisions 1 and 1a; 204B.135, subdivision 2; 204B.32, subdivision 2; 353D.01, subdivision 2;
and 473.123, subdivisions 1, 2a, 3a, 4, 7, and by adding subdivisions proposing coding for new
Ia,t\aldin Minnesota Statutes, chapter 473; repealing Minnesota Statutes 1996, section 473.123,
subdivision 3.

Reports the same back with the recommendation that the bill do pass and be re-referred to the
Committee on Election Laws. Report adopted.
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Mr. Vickerman from the Committee on Local and Metropolitan Government, to which
was referred

S.F. No. 1122: A hill for an act relating to local governments; establishing an advisory council
on local government roles and responsibilities appropriating money.

Reports the same back with the recommendation that the bill do pass and be re-referred to the
Committee on Governmental Operations and Veterans.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Metzen from the Committee on Governmental Operations and Veterans, to which
was referred

SF. No. 1823: A hill for an act relating to labor relations, requiring arbitration in certain
circumstances, establishing procedures, providing penalties; amending Minnesota Statutes 1996,
sections 179.06, by adding a subdivision; and 179A.16, subdivision 3, and by adding a
subdivision.

Reports the same back with the recommendation that the bill be amended as follows:
Page 1, line 11, delete "exclusive"
Page 1, line 12, after "representative’ insert "of employees or labor organization”

Page 1, line 14, delete "exclusive" and after " representative’ insert "of employees or |abor
organization"

Page 1, line 16, delete "180" and insert "270"

Page 1, line 18, delete "an exclusive’ and insert "a' and after "representative’ insert "of
employees or labor organization"

Page 1, line 20, delete "exclusive' and after "representative” insert "of employees or labor
organization”

Page 3, lines 10, 23, 35, and 36, delete "shall" and insert "must"

Page 3, line 30, delete "shall" and delete "have" and insert "has"

Page 4, lines 2 and 5, delete "shall be" and insert "is"

Page 4, line 22, delete "shall be paid" and insert "are entitled to reimbursement for"
Page 4, line 26, delete "shall" and insert "must"

Page 5, line 4, delete "180" and insert "270"

And when so amended the bill do pass and be re-referred to the Committee on Jobs, Energy and
Community Development. Amendments adopted. Report adopted.

Mr. Metzen from the Committee on Governmental Operations and Veterans, to which
was referred

SF. No. 351 A bill for an act relating to administrative rules; assigning responsibility for
legidlative review of administrative rules to the legidlative coordinating commission; abolishing
authority to suspend rules without enactment of a statute; amending Minnesota Statutes 1996,
sections 3.841; 3.842, subdivisions 2 and 4a 3.843; 14.05, subdivision 5; 14.131; 14.14,
subdivision 1a; 14.15, subdivision 4; 14.18, subdivision 1; 14.19; 14.22, subdivision 1; 14.225;
14.23; 14.26, subdivisions 1 and 3; and 14.47, subdivision 6; repealing Minnesota Statutes 1996,
sections 3.842, subdivisions 4, 5, 6, and 7; 3.844; 3.845; and 15.065.
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Reports the same back with the recommendation that the bill do pass. Report adopted.

Mr. Lessard from the Committee on Environment and Natural Resour ces, to which was
referred

SF. No. 254: A bill for an act relating to game and fish; modifying certain fish habitat and
propagation provisions, authorizing the commissioner to establish special hunts for youth;
authorizing rulesto restrict airboats; modifying provisions relating to taking minnows, authorizing
the commissioner to sell merchandise; modifying stamp provisions, modifying the procedure for
vacating or modifying a state game refuge; defining terms; prohibiting airboats on certain lakes,
modifying license provisions, providing criminal penalties; appropriating money; amending
Minnesota Statutes 1996, sections 17.4982, by adding subdivisions, 17.4983, by adding a
subdivision; 17.4993; 17.4998; 84.0855; 97A.015, subdivisions 49, 53, and by adding a
subdivision; 97A.045, subdivision 7; 97A.075, subdivision 3; 97A.085, subdivision 8; 97A.101,
by adding a subdivision; 97A.411, subdivision 3; 97A.421, subdivision 1; 97A.465, subdivision 4;
97A.485, subdivision 9; 97B.655, subdivision 1; 97B.805, subdivision 2; 97C.035, subdivision 1;
97C.211, subdivisions 1, 2a, and by adding a subdivision; 97C.505, by adding a subdivision; and
168.1291, subdivision 1; proposing coding for new law in Minnesota Statutes, chapter 97B;
repealing Minnesota Statutes 1996, sections 97A.111; and 97C.515, subdivision 4.

Reports the same back with the recommendation that the bill be amended as follows:
Page 1, delete section 1

Page 1, line 36, delete "18b" and insert "18a"

Page 2, line 10, delete "18c" and insert "18b"

Page 2, line 12, delete "a genotype from" and insert "an original source"

Page 2, line 14, delete ", genetically"

Page 2, line 15, delete "selected strain,” and insert "or" and delete ", or genetically”

Page 2, line 16, delete "altered species’

Page 2, line 18, delete "genotype" and insert "original source"

Page 2, line 22, delete "18d" and insert "18c"

Pages 2 and 3, delete section 6

Page 3, line 20, after "from" insert "harmful"

Page 5, after line 19, insert:

"Sec. 11. Minnesota Statutes 1996, section 97A.055, subdivision 1, is amended to read:

Subdivision 1. [ESTABLISHMENT; PURPOSES.] The game and fish fund is established as a
fund in the state treasury. Money in the fund may be used only for the purpose of administration,
licensing, enforcement, and programs that are authorized in:

(1) the game and fish laws under chapters 97A, 97B, and 97C;
(2) fish and wildlife planning laws under section 84.942;
(3) aguaculture laws under sections 17.4981 to 17.4998;

(4) wild rice management laws under section 84.0911; and

(5) aguatic nuisance control laws under section 103G.615."

Page 5, line 28, strike "and stocking" and after "salmon" insert "and stocking of trout and
salmon” and strike the second "trout"




34TH DAY] TUESDAY, APRIL 8, 1997 1513

Page 5, line 31, delete everything after "waters' and insert a semicolon
Page 5, delete line 32 and insert:

"(4) identifying easement and fee title areas along trout waters, and"
Page 5, line 33, delete "(4)" and insert "(5)"

Page 6, line 13, after "AIRBOATS" insert "AND PERSONAL WATERCRAFT" and after
"airboats’ insert "and personal watercraft, as defined in section 86B.005, subdivision 144"

Page 6, line 15, before the period, insert "unless otherwise authorized by the commissioner"

Page 6, after line 15, insert:
"Sec. 15. Minnesota Statutes 1996, section 97A.411, subdivision 1, is amended to read:

Subdivision 1. [LICENSE PERIOD.] (a) Except as provided in paragraph (b), alicenseisvalid
during the lawful time within the license year that the licensed activity may be performed. A
license year begins on the first day of March and ends on the last day of February.

(b) A license issued under section 97A.475, subdivision 6, clause (5), or section 97A.475,
subdivision 7, clause (2), (3), (5), or (6), or 97A.475, subdivision 12, clause (2), is valid for the
full license period even if this period extends into the next license year, provided that the license
period selected by the licensee begins at the time of issuance."

Page 8, after line 4, insert:

"Sec. 20. Minnesota Statutes 1996, section 97A.485, is amended by adding a subdivision to
read:

Subd. 12. [YOUTH DEER LICENSE.] The commissioner may, for a fee of $5, issue to a
resident under the age of 16 alicense, without a tag, to take deer with firearms. A youth holding a
license issued under this subdivision may hunt under the license only if accompanied by alicensed
hunter who is at [east 18 years of age and possesses a valid tag. A deer taken by ayouth holding a
license issued under this subdivision must be promptly tagged by the licensed hunter
accompanying the youth. Section 97B.301, subdivision 6, does not apply to a youth holding a
license issued under this subdivision.

Sec. 21. Minnesota Statutes 1996, section 97B.035, subdivision 1, is amended to read:

Subdivision 1. [HUNTING WITH BOWS RELEASED BY MECHANICAL DEVICES] (a) A
person may not hunt with a bow drawn, held, or released by a mechanical device, except with a
disabled-hunter permit issued under section 97B.106 or as provided in paragraph (b).

(b) A person may use a mechanical device attached to the bowstring if the person’s own
strength draws, holds, and releases the bowstring.

Sec. 22. Minnesota Statutes 1996, section 97B.075, is amended to read:
97B.075 [HUNTING RESTRICTED BETWEEN EVENING AND MORNING.]

A person may not take protected wild animals, except raccoon and fox, with a firearm between
the evening and morning times established by commissioner’ srule, except big game may be taken
from one-half hour before sunrise until one-half hour after sunset, and, except as otherwise
prescribed by the commissioner during the first Saturday and Sunday of the season, waterfowl
may be taken by a minor or an adult accompanying a minor from one-half hour before sunrise
until sunset during the entire season prescribed by the commissioner.

Sec. 23. Minnesota Statutes 1996, section 97B.106, is amended to read:
97B.106 [CROSSBOW PERMITS FOR HUNTING.]
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(& [ELIGIBILITY.] The commissioner may issue a special permit, without a fee, to take big
game or turkey with a crossbow to a person that who:

(1) is unable to hunt by archery because of a permanent or temporary physical disability; or
(2) is 65 years of age or older.

(b) [REQUIREMENTS; DISABILITY.] To qualify a person for a special permit under this
section, atemporary disability must render the person unable to hunt by archery for a minimum of
two years after application for the permit is made. The permanent or temporary disability,
established by medical evidence, and the inability to hunt by archery for the required period of
time must be verified in writing by a licensed physician. The

(c) [REQUIREMENTS, GENERAL.] A person issued a special permit under this section must
obtain the appropriate license. The crossbow must:

(1) be fired from the shoulder;
(2) deliver at least 42 foot-pounds of energy at a distance of ten feet;
(3) have a stock at least 30 inches long;

(4) have a working safety; and

(5) be used with arrows or bolts at least ten inches long with a broadhead.”

Page 8, after line 11, insert:

"Sec. 25. Minnesota Statutes 1996, section 97B.301, subdivision 6, is amended to read:

Subd. 6. [RESIDENTS UNDER AGE 16 MAY TAKE DEER OF EITHER SEX.] A resident
under the age of 16 may take a deer of either sex except in those antlerless permit areas and
seasons where no antlerless permits are offered. In antlerless permit areas where no antlerless
permits are offered, the commissioner may provide alimited number of youth either sex permitsto
residents under age 16, under the procedures provided in section 97B.305, and may give
preference to residents under the age of 16 that have not previoudy been sdlected. This
sug(djivision does not authorize the taking of an antlerless deer by another member of a party under
subdivision 3."

Page 8, line 23, strike "bring the entire animal to" and insert "notify"

Page 9, line 2, delete "for taking migratory waterfowl" and insert "during the migratory
waterfowl season”

Page 9, line 6, strike "endangered”

Page 9, line 7, before the comma, insert "in danger of dying"

Pages 9 and 10, delete section 25

Page 10, line 19, delete "sections’ and insert "section" and delete *; and 97C.515,"
Page 10, line 20, delete "subdivision 4"

Page 10, line 22, delete "8" and insert "6"

Renumber the sections in sequence
Delete the title and insert:

"A bill for an act relating to game and fish; modifying certain fish habitat and propagation
provisions, authorizing the commissioner to establish special hunts for youth; permitting youth
residents to hunt deer without a license tag; authorizing rules to restrict airboats, modifying
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provisions relating to taking minnows, authorizing the commissioner to sell merchandise
providing purposes for the game and fish fund; modifying stamp provisions, modifying the
procedure for vacating or modifying a state game refuge; defining terms; prohibiting airboats on
certain lakes, permitting persons 65 years of age or older to take certain game with a crossbow;
establishing shooting hours for migratory game birds, modifying license provisions, providing
criminal penalties; appropriating money; amending Minnesota Statutes 1996, sections 17.4982, by
adding subdivisions, 17.4983, by adding a subdivision; 17.4998; 84.0855; 97A.015, subdivisions
49, 53, and by adding a subdivision; 97A.045, subdivision 7; 97A.055, subdivision 1; 97A.075,
subdivision 3; 97A.085, subdivision 8; 97A.101, by adding a subdivision; 97A.411, subdivisions 1
and 3; 97A.421, subdivision 1; 97A.465, subdivision 4; 97A.485, subdivision 9, and by adding a
subdivision; 97B.035, subdivison 1; 97B.075; 97B.106; 97B.301, subdivison 6; 97B.655,
subdivision 1; 97B.805, subdivision 2; 97C.035, subdivision 1; 97C.211, subdivision 1, and by
adding a subdivision; 97C.505, by adding a subdivision; and 168.1291, subdivision 1; proposing
coding for new law in Minnesota Statutes, chapter 97B; repealing Minnesota Statutes 1996,
section 97A.111."

And when so amended the bill do pass.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Lessard from the Committee on Environment and Natural Resour ces, to which was
referred

S.F. No. 780: A hill for an act relating to the environment; modifying requirements for mercury
testing in incinerator emissions, amending Minnesota Statutes 1996, section 116.85, subdivision 1.

Reports the same back with the recommendation that the bill be amended as follows:

Page 1, line 21, before "an" insert "a facility holding"

Page 1, line 24, after the period, insert "Hospital waste incinerators having a design capacity of
less than three million BTUs per hour may use mercury segregation practices as an aternative to
stack testing if alowed by applicable federal requirements, with the approval of the
commissioner.”

Page 1, line 25, delete "An incinerator" and insert "A facility”

Page 2, line 1, strike "90 days' and insert "three months' and delete "Incinerators' and insert
"An incinerator facility"

Page 2, line 6, after the period, insert "With the approval of the commissioner, an incinerator
facility may use methods other than stack testing for determining mercury in air emissions.”

Page 2, line 8, delete "permit’s’ and insert "facility’s permitted”

Page 2, line 10, delete everything after "facility"

Page 2, line 11, delete "waste per day"

Page 2, line 16, delete "ensures’ and insert "ensure"

Page 2, lines 21 and 23, delete "permit’s’ and insert "facility’s permitted”

Page 2, lines 24 and 25, delete "applicable standard" and insert "facility’s permitted mercury
limit"

And when so amended the bill do pass. Amendments adopted. Report adopted.

Ms. Ranum from the Committee on Judiciary, to which was referred
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S.F. No. 830: A hill for an act relating to family law; child support; classifying data on certain
obligors; reducing the time period for remitting amounts withheld to the public authority; requiring
a report on independent contractors, amending Minnesota Statutes 1996, sections 171.12, by
adding a subdivision; and 518.611, subdivision 4.

Reports the same back with the recommendation that the bill be amended as follows:

Delete everything after the enacting clause and insert:
"ARTICLE 1

Section 1. Minnesota Statutes 1996, section 8.35, is amended to read:
8.35 [PUBLIC EDUCATION CAMPAIGN.]

The attorney general, in consultation with the commissioner of human services, may establish a
public service campaign designed to educate the public about the necessity of the payment of child
support to the well-being of the state’ s children and taxpayers. The commissioner shall enter into a
contract with the attorney general pursuant to Laws 1994, chapter 630, article 11, section 24,
subdivision 2, for implementation of the campaign. The campaign may include public service
announcements for broadcast through television, radio, and billboard media. The name of the
office of the attorney general, or the person holding the office, shall not appear in any of the
campaign materias.

Sec. 2. Minnesota Statutes 1996, section 13.99, is amended by adding a subdivision to read:

Subd. 101d. [CHILD SUPPORT PARTIES] Certain data regarding the location of partiesin
connection with child support proceedings are governed by sections 256.87, subdivision 8; 257.70;
and 518.005, subdivision 5, certain data regarding the suspension of licenses of persons owing
child support are governed by section 518.551, subdivision 13a.

Sec. 3. [256.741] [CHILD SUPPORT AND MAINTENANCE]

Subdivision 1. [PUBLIC ASSISTANCE.] (a) The term "public assistance' as used in this
chapter and chapters 257, 518, and 518C, includes any form of cash assistance provided under
Title IV-A of the Social Security Act; child care assistance provided through the child care fund
pursuant to chapter 119B; any form of medical assistance as defined under Title XTX of the United
States Code, including MinnesotaCare, and foster care, including the cost of care, examination,
and trestment, as provided under Title IV-E of the Social Security Act and chapter 260.

(b) The term "child support agency" as used in this section refers to the public authority
responsible for child support enforcement.

(c) The term "public assistance agency" as used in this section refers to a public authority
providing public assistance to an individual.

Subd. 2. [ASSIGNMENT OF SUPPORT AND MAINTENANCE RIGHTS] (@) Anindividua
receiving public assistance in the form of cash assistance is considered to have assigned to the
state at the time of application dl rights to child support and maintenance from any other person
the applicant or recipient may have in the individual’s own behalf or in the behalf of any other
family member for whom application for public assistanceis made. An assistance unitisineligible
for aid to families with dependent children or its successor program unless the caregiver assigns
all rights to child support and spousal maintenance benefits according to this section.

(1) An assignment made according to this section is effective as to:

(i) any current child support and current spousal maintenance;, and

(i) any accrued child support and spousal maintenance arrears.
(2) An assignment made after September 30, 1997, is effective as to:
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(i) any current child support and current spousal maintenance;

(ii) any accrued child support and spousal maintenance arrears collected before October 1,
2000, or the date the individua terminates assistance, whichever is later; and

(iii) any accrued child support and spousal maintenance arrears collected under federal tax
intercept.

(b) An individua receiving public assistance in the form of medical assistance, including
MinnesotaCare, is considered to have assigned to the state at the time of application all rights to
medical support from any other person the individual may have in the individual’s own behalf or
in the behdf of any other family member for whom medical assistance is provided.

An assignment made after September 30, 1997, is effective as to any medical support accruing
after the date of medical assistance or MinnesotaCare eligibility.

(c) Anindividual receiving public assistance in the form of child care assistance under the child
care fund pursuant to chapter 119B is considered to have assigned to the state at the time of
application all rights to child care support from any other person the individual may have in the
individual’s own behdf or in the behadf of any other family member for whom child care
assistance is provided.

An assignment made according to this paragraph is effective as to:

(1) any current child care support and any child care support arrears assigned and accruing after
the effective date of this section that are collected before October 1, 2000; and

(2) any accrued child care support arrears collected under federal tax intercept.

(d) Anindividual whose child is receiving public assistancein the form of foster care assistance
is considered to have assigned to the state at the time of application all rights to benefits the
individua may have in the individual’s own behalf or in the behaf of any other family member
for whom foster care is provided, including, but not limited to, child support, social security,
supplemental security income, veteran's benefits, railroad retirement benefits, and medical
support.

Subd. 3. [EXISTING ASSIGNMENTS.] Assignments based on the receipt of public assistance
in existence prior to the effective date of this section are permanently assigned to the state.

Subd. 4. [EFFECT OF ASSIGNMENT.] Assignments in this section take effect upon a
determination that the applicant is eligible for public assistance. The amount of support assigned
under this subdivision may not exceed the total amount of public assistance issued or the total
support obligation, whichever is less.

Subd. 5. [COOPERATION WITH CHILD SUPPORT ENFORCEMENT.] After notification
from a public assistance agency that an individual has applied for or is receiving any form of
public assistance, the child support agency shall determine whether the party is cooperating with
the agency in establishing paternity, child support, modification of an existing child support order,
or enforcement of an existing child support order. The public assistance agency shall notify each
applicant or recipient in writing of the right to claim a good cause exemption from cooperating
with the requirements in this section. A copy of the notice must be furnished to the applicant or
recipient, and the applicant or recipient and a representative from the public authority shall
acknowledge receipt of the notice by signing and dating a copy of the notice. The individual shall
cooperate with the child support agency by:

(1) providing all known information regarding the alleged father or obligor, including name,
address, social security number, tel ephone number, place of employment or school, and the names
and addresses of any relatives,

(2) appearing at interviews, hearings and legal proceedings,
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(3) submitting to genetic tests including genetic testing of the child, under a judicia or
administrative order; and

(4) providing additional information known by the individual as necessary for cooperating in
good faith with the child support agency.

The caregiver of aminor child must cooperate with the efforts of the public authority to collect
support according to this subdivision. A caregiver must forward to the public authority all support
the caregiver receives during the period the assignment of support required under subdivision1is
in effect. Support received by a caregiver and not forwarded to the public authority must be repaid
to the child support enforcement unit for any month following the date on which initial eligibility
is determined, except as provided under subdivision 8, paragraph (b), clause (4).

Subd. 6. [DETERMINATION.] If the individual cannot provide the information required in
subdivision 5, before making a determination that the individual is cooperating, the child support
agency shall make a finding that the individua could not reasonably be expected to provide the
information. In making this finding, the child support agency shall consider:

(1) the age of the child for whom support is being sought;

(2) the circumstances surrounding the conception of the child;

(3) the age and mental capacity of the parent or caregiver of the child for whom support is
being sought;

(4) the time period that has expired since the parent or caregiver of the child for whom support
is sought Tast had contact with the aleged father or obligor, or the person’s relatives, and

(5) statements from the applicant or recipient or other individuals that show evidence of an
inability to provide correct information about the alleged father or obligor because of deception by
the alleged father or obligor.

Subd. 7. [NONCOOPERATION.] Unless good cause is found to exist under subdivision 10,
upon a determination of noncooperation by the child support agency, the agency shall promptly
notify the individua and each public assistance agency providing public assistance to the
individud that the individual is not cooperating with the child support agency. Upon notice of
noncooperation, the individual shall be sanctioned in the amount determined according to the
public assistance agency responsible for enforcing the sanction.

Subd. 8. [REFUSAL TO COOPERATE WITH SUPPORT REQUIREMENTS] (&) Failure by
acaregiver to satisfy any of the requirements of subdivision 2 constitutes refusal to cooperate, and
the sanctions under paragraph (b) apply. The 1V-D agency must determine whether a caregiver has
refused to cooperate according to subdivision 5.

(b) Determination by the 1V-D agency that a caregiver has refused to cooperate has the
following effects:

(1) after adequate notice, the grant of a caregiver who refuses to cooperate must be reduced by
25 percent if no other sanction isin effect, or by an additional ten percent if one other sanction is
aready in effect;

(2) acaregiver who is not a parent of aminor child in an assistance unit may choose to remove
the child from the assistance unit unless the child is required to be in the assistance unit;

(3) a parental caregiver who refuses to cooperate is ingligible for medical assistance; and

(4) direct support retained by a caregiver must be counted as unearned income when
determining the amount of the assistance payment.

This paragraph only applies to the cash portion of any public assistance recommended by the
caregiver.
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Subd. 9. [GOOD CAUSE EXEMPTION FROM COOPERATING WITH SUPPORT
REQUIREMENTS.] The IV-A or IV-D agency must notify the caregiver that the caregiver may
claim a good cause exemption from cooperating with the requirements in subdivision 5. Good
cause may be claimed and exemptions determined according to subdivisions 10 to 13.

Subd. 10. [GOOD CAUSE EXEMPTION.] (a) Cooperation with the child support agency
under subdivision 5 is not necessary if the individual asserts, and both the child support agency
and the public assistance agency find, good cause exists under this subdivision for failing to
cooperate. An individual may request a good cause exemption by filing a written claim with the
public assistance agency on a form provided by the commissioner of human services. Upon
notification of a claim for good cause exemption, the child support agency shall cease al child
support enforcement efforts until the claim for good cause exemption is reviewed and the validity
of the claim is determined. Designated representatives from public assistance agencies and at least
one representative from the child support enforcement agency shall review each claim for a good
cause exemption and determine its validity.

(b) Good cause exists when an individual documents that pursuit of child support enforcement
services could reasonably result in:

(1) physical or emotional harm to the child for whom support is sought;

(2) physical harm to the parent or caregiver with whom the child is living that would reduce the
ability to adequately care for the child; or

(3) emotional harm to the parent or caregiver with whom the child is living, of such nature or
degree that it would reduce the person’s ability to adequately care for the child.

Physical and emotional harm under this paragraph must be of a serious nature in order to justify
afinding of good cause exemption. A finding of good cause exemption based on emotional harm
may only be based upon a demonstration of emotional impairment that substantially affects the
individua’s ability to function.

(c) Good cause also exists when the designated representativesin this subdivision believe that
pursuing child support enforcement would be detrimental to the child for whom support is sought
and the individua applicant or recipient documents any of the following:

(2) the child for whom child support enforcement is sought was conceived as a result of incest
or rape,

(2) legal proceedings for the adoption of the child are pending before a court of competent
jurisdiction; or

(3) the parent or caregiver of the child is currently being assisted by a public or licensed private
socla service agency to resolve the issues of whether to keep the child or place the child for
adoption.

The parent or caregiver’sright to claim a good cause exemption based solely on this paragraph
expires if the assistance lasts more than 90 days.

(d) The public authority shall consider the best interests of the child in determining good cause.

Subd. 11. [PROOF OF GOOD CAUSE.] (a) Anindividual seeking a good cause exemption has
20 days from the date the good cause claim was provided to the public assistance agency to supply
evidence supporting the claim. The public assistance agency may extend the time period in this
section if it believesthe individual is cooperating and needs additional time to submit the evidence
required by this section. Failure to provide this evidence shall result in the child support agency
resuming child support enforcement efforts.

(b) Evidence supporting a good cause claim includes, but is not limited to:

(1) a birth certificate or medical or law enforcement records indicating that the child was
conceived as the result of incest or rape;
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(2) court documents or other records indicating that legal proceedings for adoption are pending
before a court of competent jurisdiction,

(3) court, medical, criminal, child protective services, social services, domestic violence
advocate services, psychological, or law enforcement records indicating that the alleged father or
obligor might inflict physical or emotional harm on the child, parent, or caregiver;

(4) medical records or written statements from a licensed medical professional indicating the
emotiona health history or status of the custodia parent, child, or caregiver, or indicating a
diagnosis or prognosis concerning their emotional health;

(5) a written statement from a public or licensed private socia services agency that the
individual is deciding whether to keep the child or place the child for adoption; or

(6) sworn statements from individuals other than the applicant or recipient that provide
evidence supporting the good cause claim.

(c) The child support agency and the public assistance agency shall assist an individual in
obtaining the evidence in this section upon request of the individual.

Subd. 12. [DECISION.] A good cause exemption must be granted if the individual’sclaim and
the investigation of the supporting evidence satisfy the investigating agencies that the individua
has good cause for refusing to cooperate.

Subd. 13. [DURATION.] (a) A good cause exemption may not continue for more than one year
without redetermination of cooperation and good cause pursuant to this section. The child support
agency may redetermine cooperation and the designated representatives in subdivision 7 may
re%%t_er_mlne the granting of a good cause exemption before the one year expiration in this
subdivision.

(b) A good cause exemption must be allowed under subsequent applications and
redeterminations without additional evidence when the factors that Ted to the exemption continue
to exist. A good cause exemption must end when the factors that led to the exemption have

changed.

Subd. 14. [TRAINING.] The commissioner shall establish domestic violence and sexual abuse
training programs for child support agency employees. The training programs must be developed
in consultation with experts on domestic violence and sexua assault. To the extent possible,
representatives of the child support agency involved in making a determination of cooperation
under subdivision 6 or reviewing a claim for good cause exemption under subdivision 8 shall
receive training in accordance with this subdivision.

Sec. 4. Minnesota Statutes 1996, section 256.87, subdivision 1, is amended to read:

Subdivision 1. [ACTIONS AGAINST PARENTS FOR ASSISTANCE FURNISHED. A
parent of a child is Ilable for the amount of Qubllc asastance, as defined |n sectlon 256. 741
furnlshed Se . 0361, ] or-unde ho

Chl|d |nclud| ng any assstance furnlshed for the beneflt of the caretaker of the child, which the
parent has had the ability to pay. Ability to pay must be determined according to chapter 518. The
parent’s liability is limited to the two years immediately preceding the commencement of the
action, except that where child support has been previously ordered, the state or county agency
providing the assistance, as assignee of the obligee, shall be entitled to judgments for child support
payments accruing within ten years preceding the date of the commencement of the action up to
the full amount of assistance furnished. The action may be ordered by the state agency or county
agency and shall be brought in the name of the county

- or by in the name of the state agency against the parent for the
recovery of the amount of assistance granted, together with the costs and disbursements of the
action.

Sec. 5. Minnesota Statutes 1996, section 256.87, subdivision 1a, is amended to read:
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Subd. 1a. [CONTINUING SUPPORT CONTRIBUTIONS] In addition to granting the county
or state agency a money judgment, the court may, upon a motion or order to show cause, order
continuing support contributions by a parent found able to reimburse the county or state agency.
The order shall be effective for the period of time during which the recipient receives public
assistance from any county or state agency and thereafter. The order shall require support
according to chapter 518. An order for continuing contributions is reinstated without further
hearing upon notice to the parent by any county or state agency that public assistance, as defined
in sectl on 256 741, is agarn be| ng provrded for the child of the parenmer%etrens%eﬁsﬁe

undemhapte%@%@t&e%@lg The noti ce shaII bein wr|t| ng and shaII |nd| catethat the parent
may request a hearing for modification of the amount of support or maintenance.

Sec. 6. Minnesota Statutes 1996, section 256.87, subdivision 3, is amended to read:

Subd. 3. [CONTINUING CONTRIBUTIONS TO FORMER RECIPIENT.] The order for
continuing support contributions shall remain in effect following the period after public assistance,
as defined in section 256.741, granted under-sections-256.72 t0-256.87 is terminated unless the
former recipient files an affidavit with the court reguesting termination of the order.

Sec. 7. Minnesota Statutes 1996, section 256.87, subdivision 5, is amended to read:

Subd. 5. [CHILD NOT RECEIVING ASSISTANCE.] A person or entity having physical
custody of a dependent child not receiving public assistance under-sections-256.031-to-256:0361;
or-256.72t0-256.87 as defined in section 256.741 has a cause of action for child support against
the child's absent noncustodia parents. Upon a motion served on the absent noncustodia parent,
the court shall order child support payments, including medical support and child care support,
from the absent noncustodial parent under chapter 518. The-absent A noncustodial parent’s
liability may include up to the two years immediately preceding the commencement of the action.
This subdivision applies only if the person or entity has physical custody with the consent of a
custodial parent or approval of the court.

Sec. 8. Minnesota Statutes 1996, section 256.87, is amended by adding a subdivision to read:

Subd. 8. [DISCLOSURE PROHIBITED.] Notwithstanding statutory or other authorization for
the public authority to release private data on the location of a party to the action, information on
the Tocation of one party may not be released to the other party by the public authority if:

(2) the public authority has knowledge that a protective order with respect to the other party has
been entered; or

(2) the public authority has reason to believe that the release of the information may result in
physical or emotional harm to the other party.

Sec. 9. Minnesota Statutes 1996, section 256.978, subdivision 1, is amended to read:

Subdivision 1. [REQUEST FOR INFORMATION.] (a) The commissioner-of-human-services
public authority responsible for child support in this state or any other state, in order to locate a
person to establish paternity; and child support or to modify or enforce child support, or-to-enforce

; may request information reasonably necessary to the inquiry
from the records of all departments, boards, bureaus, or other agencies of this state, which shall,
notwithstanding the provisions of section 268.12, subdivision 12, or any other law to the contrary,
provide the information necessary for this purpose. Employers, utility companies, insurance
companies, financial institutions and labor associations doing business in this state shall provide
information as provided under subdivision 2 upon written or electronic request by an agency
responsible for child support enforcement regarding individuals owing or allegedly owing a duty
to support within 30 days of thereceipt service of the written request made by the public authority.
Information requested and used or transmitted by the commissioner pursuant according to the

authorrty conferred by thrs section may be made avalableentyetepubheetﬁeralsandageneﬁef
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.o other ces statewide systems, and political subdivis of his e,
and agencies of other states, interstate information networks, federal agencies, and other entitiesas
required by federa regulation or Taw for the administration of the child support enforcement

program.

(b) For purposes of this section, "state" includes the District of Columbia, Puerto Rico, the
United States Virgin Idands, and any territory or insular possession subject to the jurisdiction of
the United States.

Sec. 10. Minnesota Statutes 1996, section 256.978, subdivision 2, is amended to read:

Subd. 2. [ACCESS TO INFORMATION.] (a) A written request for information by the public
authority responsible for child support of this state or any other state may be made to:

(1) employers when there is reasonabl e cause to believe that the subject of the inquiry is or was
an employee or independent contractor of the employer. Information to be released by employers
is limited to place of residence, employment status, wage or payment information, benefit
information, and social security number;

(2) utility companies when there is reasonabl e cause to believe that the subject of the inquiry is
or was a retail customer of the utility company. Customer information to be released by utility
companies is limited to place of residence, home telephone, work telephone, source of income,
employer and place of employment, and social security number;

(3) insurance companies when there is an-arrearage-of -child-suppert-and-there-is reasonable
cause to believe that the subject of the inquiry is or was receiving funds either in the form of a
lump sum or periodic payments. Information to be released by insurance companies is limited to
place of residence, home telephone, work telephone, employer, socia security number, and
amounts and type of payments made to the subject of the inquiry;

(4) labor organizations when there is reasonabl e cause to believe that the subject of the inquiry
is or was a member of the labor association. Information to be released by labor associations is
limited to place of residence, home telephone, work telephone, socia security humber, and current
and past employment information; and

(5) financia institutions when there-is-an-arrearage-of -child-support-and there is reasonable
cause to believe that the subject of the inquiry has or has had accounts, stocks, loans, certificates
of deposits, treasury bills, life insurance policies, or other forms of financial dealings with the
ingtitution. Information to be released by the financial institution is limited to place of residence,
home telephone, work telephone, identifying information on the type of financial relationships,
social security number, current value of financial relationships, and current indebtedness of the
subject with the financial institution.

(b) For purposes of this subdivision, utility companies include telephone companies, radio
common carriers, and telecommunications carriers as defined in section 237.01, and companies
that provide electrical, telephone, natural gas, propane gas, oil, coal, or cable television servicesto
retail customers. The term financial institution includes banks, savings and loans, credit unions,
brokerage firms, mortgage companies, and insurance companies:, benefit associations, safe deposit
companies, money market mutual funds, or similar entities authorized to do business in the state.

Sec. 11. Minnesota Statutes 1996, section 256.979, subdivision 5, is amended to read:

Subd. 5. [PATERNITY ESTABLISHMENT AND CHILD SUPPORT ORDER
ESTABLISHMENT AND MODIFICATION BONUS INCENTIVES] (a) A bonus incentive
program is created to increase the number of paternity establishments and establishment and
modifications of child support orders done by county child support enforcement agencies.
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(b) A bonus must be awarded to a county child support agency for each ehild case for which the
agency completes a paternity or child support order establishment or modification through
and for each instance in which the agency

Jud|C|al or admlnlstratlve&er%@epedlted Processes

(c) The rate of bonus incentive is $100 for each paternity or child support order establishment
. d-suppo der modification set in a specific

doIIar arnount

(d) A bonus may not be paid for a modification that is a result of a termination of child care
costs according to section 518.551, subdivision 5, or due solely to a reduction of child care

expenses.
Sec. 12. Minnesota Statutes 1996, section 256.979, subdivision 6, is amended to read:

Subd. 6. [CLAIMS FOR BONUS INCENTIVE.] (a) The commissioner of human services and
the county agency shall develop procedures for the claims process and criteria using automated
systems where possible,

(b) Only one county agency may receive a bonus per paternity establishment or child support
order establrshment or modification for each case. The-county-agencymaking-the-initial

, i i j abli ified. The county agency
completlng the actlon or procedure needed to ectabllsh paternlty or achlld support order or modify
an order is the county agency entitled to claim the bonus incentive.

(c) Disputed claims must be submitted to the commissioner of human services and the
commissioner’s decision is final.

(d) For purposes of this section, "case" means a family unit for whom the county agency is
providing child support enforcement services.

Sec. 13. Minnesota Statutes 1996, section 256.979, subdivision 7, is amended to read:

Subd. 7. [DISTRIBUTION.] (a) Bonus incentives must be issued to the county agency
quarterly, within 45 days after the last day of each quarter for which a bonus incentive is being
claimed, and must be paid in the order in which claims are received.

(b) Bonus incentive funds under this section must be reinvested in the county child support
enforcement program and a county may not reduce funding of the child support enforcement
program by the amount of the bonus earned.

(c) The county agency shall repay any bonus erroneously issued.

(d) A county agency shall maintain arecord of bonus incentives claimed and received for each
quarter.

(e) Payment of bonus incentivesis limited by the amount of the appropriation for this purpose.
If the appropriation is insufficient to cover al claims, the commissioner of human services may
prorate payments among the county agencies.

Sec. 14. Minnesota Statutes 1996, section 256.979, subdivision 8, is amended to read:

Subd. 8. [MEDICAL PROVIDER REIMBURSEMENT.] (a) A fee to the providers of medical
services is created for the purpose of increasing the numbers of signed and notarized recognition
of parentage forms completed in the medical setting.

(b) A fee of $25 shall be paid to each medical provider for each properly completed recognition
of parentage form sent to the department of vital statistics.

(c) The office of vital statistics shall notify the department of human services quarterly of the
numbers of completed forms received and the amounts paid.
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(d) The department of human services shall remit quarterly to each medical provider a payment
for the number of signed recognition of parentage forms completed by that medical provider and
sent to the office of vital statistics.

(e) The commissioners of the department of human services and the department of health shall
develop procedures for the implementation of this provision.

(f) Payments will be made to the medical provider within the limit of available appropriations.

(g) Federal matching funds received as reimbursement for the costs of the medical provider
reimbursement shall be retained by the commissioner of human services for educational programs
dedicated to the benefits of paternity establishment.

Sec. 15. Minnesota Statutes 1996, section 256.979, is amended by adding a subdivision to read:

Subd. 10. [TRANSFERABILITY BETWEEN BONUS INCENTIVE ACCOUNTS AND
GRANTS TO COUNTY AGENCIES.] The commissioner of human services may transfer money
appropriated for child support enforcement county performance incentives under this section and
section 256.9791 among county performance incentive accounts. Incentive funds to counties
transferred under this section must be reinvested in the child support enforcement program and
may not be used to supplant money now spent by counties for child support enforcement.

Sec. 16. Minnesota Statutes 1996, section 256.9791, subdivision 1, is amended to read:

Subdivision 1. [BONUS INCENTIVE.] (@) A bonus incentive program is created to increase
the identification and enforcement by county agencies of dependent health insurance coverage for
persons who are receiving medical assistance under section 256B.055 and for whom the county
agency is providing child support enforcement services.

(b) The bonus shall be awarded to a county child support agency for each person for whom
coverage is identified and enforced by the child support enforcement program when the obligor is
under a court order to provide dependent health insurance coverage.

(c) Bonus incentive funds under this section must be reinvested in the county child support
enforcement program and a county may not reduce funding of the child support enforcement
program by the amount of the bonus earned.

Sec. 17. Minnesota Statutes 1996, section 256.9792, subdivision 1, is amended to read:

Subdivision 1. [ARREARAGE COLLECTIONS.] Arrearage collection projects are created to
increase the revenue to the state and counties, reduce AFDC public assistance expenditures for
former public assistance cases, and increase payments of arrearages to persons who are not
receiving public assistance by submitting cases for arrearage collection to collection entities,
including but not limited to, the department of revenue and private collection agencies.

Sec. 18. Minnesota Statutes 1996, section 256.9792, subdivision 2, is amended to read:
Subd. 2. [DEFINITIONS] (& The definitions in this subdivision apply to this section:

(b) "Public assistance arrearage case’ means a case where current support may be due, no
payment, with the exception of tax offset, has been made within the last 90 days, and the
arrearages are assigned to the public agency pursuant according to section 256.74,-subdivision5
256.741.

(c) "Public authority" means the public authority responsible for child support enforcement.

(d) "Nonpublic assistance arrearage case” means a support case where arrearages have accrued
that have not been assigned pursuant accordlng to section 256.74,—subdivision-5 256.741.

Sec. 19. Minnesota Statutes 1996, section 256.998, subdivision 1, is amended to read:
Subdivision 1. [DEFINITIONS)] (a) The definitions in this subdivision apply to this section.
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(b) "Date of hiring" means the earlier of: (1) the first day for which an employee is owed
compensation by an employer; or (2) the first day that an employee reports to work or performs
labor or services for an employer.

(c) "Earnings' means payment owed by an employer for labor or services rendered by an
employee.

(d) "Employee" means a person who resides or works in Minnesota and, performs services for
compensation, in whatever form, for an employer and satisfies the criteria of an employee under
chapter 24 of the Internal Revenue Code. Employee does not include:

(1) persons hired for domestic service in the private home of the employer, as defined in the
Federal Tax Code; or

(2) an employee of the federal or state agency performing intelligence or counterintelligence
functions, if the head of such agency has determined that reporting according to this law would
endanger the safety of the employee or compromise an ongoing investigation or intelligence
mission.

(e) "Employer" means a person or entity located or doing businessin this state that employs one
or more employees for payment, and satisfies the criteria of an employer under chapter 24 of the
Internal Revenue Code. Employer includes a labor organization as defined in paragraph (g).
Employer also includes the state, political or other governmental subdivisions of the state, and the
federal government.

(f) "Hiring" means engaging a person to perform services for compensation and includes the
reemploying or return to work of any previous employee who was laid off, furloughed, separated,
granted a leave without pay, or terminated from employment when a period of 90 days elapses
from the dat?( of layoff, furlough, separation, leave, or termination to the date of the person’s
return to work.

(g) "Labor organization" means entities located or doing business in this state that meet the
criteria of labor organization under section 2(5) of the National Labor Relations Act. Thisincludes
any entity, that may also be known as a hiring hall, used to carry out requirements described in
chapter 7 of the National Labor Relations Act.

(h) "Payor" means a person or entity located or doing business in Minnesota who pays money
to an independent contractor according to an agreement for the performance of services.

Sec. 20. Minnesota Statutes 1996, section 256.998, subdivision 6, is amended to read:

Subd. 6. [SANCTIONS]] If an employer fails to report under this section, the commissioner of
human services, by certified mail, shall send the employer a written notice of noncompliance
reguesting that the employer comply with the reporting requirements of this section. The notice of
noncompliance must explain the reporting procedure under this section and advise the employer of
the penalty for noncompliance. An employer who has received a notice of noncompliance and
later incurs a second violation is subject to a civil penalty of $50 $25 for each intentionally
unreported employee. An employer who has received a notice of noncompliance and-ater-incursa

is subject to a civil penalty of $500 for each intentionally unreported
employee, if noncompliance is the result of a conspiracy between an employer and an employee
not to supply the required report or to supply afalse or incomplete report. These penalties may be
imposed and collected by the commissioner of human services. An employer who has been served
with a notice of noncompliance and incurs a second or subsequent violation resulting in a civil
penalty, has the right to a contested case hearing under chapter 14. An employer has 20 days from
the date of service of the notice, to file a request for a contested case hearing with the
commissioner. The order of the administrative law judge constitutes the final decision in the case.

Sec. 21. Minnesota Statutes 1996, section 256.998, subdivision 7, is amended to read:

Subd. 7. [ACCESS TO DATA.] The commissioner of human services shal retain the
information reported to the work reporting system for a period of six months. Data in the work
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reporting system may be disclosed to the public authority responsible for child support
enforcement, federal agencies, and state and local agencies of other states for the purposes of
enforcing state and federal laws governing child support, and agencies responsible for the
administration of programs under Title IV-A of the Social Security Act, the department of
economic security, and the department of Tabor and industry.

Sec. 22. Minnesota Statutes 1996, section 256.998, subdivision 9, is amended to read:

Subd. 9. [INDEPENDENT CONTRACTORS] The state and all political subdivisions of the
state, when acting in the capacity of an employer, shall report the hiring of any person as an
independent contractor to the centralized work reporting system in the same manner as the hiring
of an employee is reported.

Other payors may report mdependent contractors

legidlationto the legislature by -February-1,-1996:

to whom they make payments that require the filing of a 1099-MISC report. Payors reporting
independent contractors shall report by use of the same means and provide the same information
required under subdivisions 4 and 5. The commissioner of human services shall establish
procedures for payors reporting under this section.

Sec. 23. Minnesota Statutes 1996, section 257.62, subdivision 1, is amended to read:

Subdivision 1. [BLOOD OR GENETIC TESTS REQUIRED.] (a) The court or public authority
may, and upon request of a party shall, require the child, mother, or aleged father to submit to
blood or genetic tests. A mother or alleged father requesting the tests shall file with the court an
affidavit either alleging or denying paternity and setting forth facts that establish the reasonable
possibility that there was, or was not, the requisite sexual contact between the parties.

(b) A copy of the test results must be served on the parties-as-provided-in-section-543.20 each
party by first class mail to the party’s last known address. Any objection to the results of blood or
genetic tests must be made in writing no later than

30 days after service of the results. Test results served
upon a party must include notice of this right to object.

(c) If the alleged father is dead, the court may, and upon request of a party shall, require the
decedent’ s parents or brothers and sisters or both to submit to blood or genetic tests. However, in a
case involving these relatives of an aleged father, who is deceased, the court may refuse to order
blood or genetic tests if the court makes an express finding that submitting to the tests presents a
danger to the health of one or more of these relatives that outweighs the child' s interest in having
the tests performed. Unless the person gives consent to the use, the results of any blood or genetic
tests of the decedent’s parents, brothers, or sisters may be used only to establish the right of the
child to public assistance including but not limited to social security and veterans benefits. The
tests shall be performed by a qualified expert appointed by the court.

Sec. 24. Minnesota Statutes 1996, section 257.62, subdivision 2, is amended to read:
Subd. 2.

Unless otherW|se agreed by the partme a party Wantlng

; | I it
additional testing must first contest the original testsin subdivision 1, paragraph (b), and must pay
in advance for the additional testing. The additiona testing must be performed by another
gualified expert.

Sec. 25. Minnesota Statutes 1996, section 257.66, subdivision 3, is amended to read:

Subd. 3. [JUDGMENT; ORDER.] The judgment or order shall contain provisions concerning
the duty of support, the custody of the child, the name of the child, the social security number of
the mother, father, and child, if known at the time of adjudication, visitation privileges with the
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child, the furnishing of bond or other security for the payment of the judgment, or any other matter
in the best interest of the child. Custody and visitation and all subsequent motions related to them
shall proceed and be determined under section 257.541. The remaining matters and all subsequent
motions related to them shall proceed and be determined in accordance with chapter 518. The
judgment or order may direct the appropriate party to pay al or a proportion of the reasonable
expenses of the mother’s pregnancy and confinement, after consideration of the relevant facts,
including the relative financial means of the parents; the earning ability of each parent; and any
health insurance policies held by either parent, or by a spouse or parent of the parent, which would
provide benefits for the expenses incurred by the mother during her pregnancy and confinement.
Pregnancy and confinement expenses and genetic testing costs, submitted by the public authority,
are admissible as evidence without third-party foundation testimony and constitute prima facie
evidence of the amounts incurred for those services or for the genetic testing. Remedies available
for the collection and enforcement of child support apply to confinement costs and are considered
additional child support.

Sec. 26. Minnesota Statutes 1996, section 257.66, is amended by adding a subdivision to read:

Subd. 6. [REQUIRED INFORMATION.] Upon entry of judgment or order, each parent who is
a party in a paternity proceeding shall:

(2) file with the public authority responsible for child support enforcement the party’s social
security number, residential and mailing address, tel ephone number, driver’s license number, and
name, address, and telephone number of any employer if the party is receiving services from the
public authority or begins receiving services from the public authority;

(2) file the information in clause (1) with the district court; and

(3) notify the court and, if applicable the public authority responsible for child support
enforcement of any change in the information required under this section within ten days of the

change.
Sec. 27. Minnesota Statutes 1996, section 257.70, is amended to read:

257.70 [HEARINGS AND RECORDS; CONFIDENTIALITY ]

(&) Notwithstanding any other law concerning public hearings and records, any hearing or trial
held under sections 257.51 to 257.74 shall be held in closed court without admittance of any
person other than those necessary to the action or proceeding. All papers and records, other than
the final judgment, pertaining to the action or proceeding, whether part of the permanent record of
the court or of a file in the state department of human services or elsewhere, are subject to
inspection only upon consent of the court and al interested persons, or in exceptional cases only
upon an order of the court for good cause shown.

(b) In all actions under this chapter in which public assistance is assigned under section
256.741 or the public authority provides services to a party or parties to the action,
notwithstanding statutory or other authorization for the public authority to release private data on
the Tocation of a party to the action, information on the [ocation of one party may not be released
by the public authority to the other party if:

(2) the public authority has knowledge that a protective order with respect to the other party has
been entered; or

(2) the public authority has reason to believe that the release of the information may result in
physical or emotional harm to the other party.

Sec. 28. Minnesota Statutes 1996, section 257.75, subdivision 1a, is amended to read:

Subd. la. [JOINDER IN RECOGNITION BY HUSBAND.] A man who is a presumed father
under section 257.55, subdivision 1, paragraph (a), may join in a recognition of parentage that
recognizes that another man is the child’s biological father. The man who is the presumed father
under section 257.55, subdivision 1, paragraph (a), must sign an acknowledgment under oath
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before a notary public that he is renouncing the presumption under section 257.55, subdivision 1,
paragraph (a), and recognizing that the father who is executing the recognition under subdivision 1
is the biological father of the child. A joinder in a recognition under this subdivision must be

executed Wlthln one year after the chlld S b| rth and aethe&menm%astheteeegnlttepfunder

oW on: the joinder must be

flled Wlth the state reglstrar of V|taI statlstlcs Thejoi nder must be onaform
prepared by the commissioner of human services. Failure to properly execute a joinder in a
recognition does not affect the validity of the recognition under subdivision 1. A joinder without a

corresponding recognition of parentage has no legal effect.
Sec. 29. Minnesota Statutes 1996, section 257.75, subdivision 2, is amended to read:

Subd. 2. [REVOCATION OF RECOGNITION.] A recognition may be revoked in a writing
signed by the mother or father before a notary public and filed with the state registrar of vita
statistics within the earlier of 30 days after the recognition is executed or the date of an
administrative or judicial hearing relating to the child in which the revoking party is a party to the
related action. A joinder in a recognition may be revoked in a writing signed by the man who
executed the joinder and filed with the state registrar of vital statistics within 30 days after the
joinder is executed. Upon receipt of a revocation of the recognition of parentage or joinder in a
recognition, the state registrar of vital statistics shall forward a copy of the revocation to the
nonrevoking parent, or, in the case of a joinder in a recognition, to the mother and father who
executed the recognition.

Sec. 30. Minnesota Statutes 1996, section 257.75, subdivision 3, is amended to read:

Subd. 3. [EFFECT OF RECOGNITION.] Subject to subdivision 2 and section 257.55,
subdivision 1, paragraph (g) or (h), the recognition has the force and effect of a judgment or order
determining the existence of the parent and child relationship under section 257.66. If the
conditionsin section 257.55, subdivision 1, paragraph (g) or (h), exist, the recognition creates only
a presumption of paternity for purposes of sections 257.51 to 257.74. Once a recoghition has been
properly executed and filed with the state registrar of vital statistics, if there are no competing
presumptions of paternity, a judicial or administrative court may not allow further action to
determine parentage regarding the signator of the recognition. Until an order is entered granting
custody to another, the mother has sole custody. The recognition is:

(1) a basis for bringing an action to award custody or visitation rights to either parent,
establishing a child support obligation which may include up to the two years immediately
preceding the commencement of the action, ordering a contribution by a parent under section
256.87, or ordering a contribution to the reasonable expenses of the mother’s pregnancy and
confinement, as provided under section 257.66, subdivision 3, or ordering reimbursement for the
costs of blood or genetic testing, as provided under section 257.69, subdivision 2;

(2) determinative for all other purposes related to the existence of the parent and child
relationship; and

(3) entitled to full faith and credit in other jurisdictions.
Sec. 31. Minnesota Statutes 1996, section 257.75, subdivision 4, is amended to read:

Subd. 4. [ACTION TO VACATE RECOGNITION.] (a) An action to vacate a recognition of
paternity may be brought by the mother, father, husband or former husband who executed a
joinder, or the child. An action to vacate a recognition of parentage may be brought by the public
authority if it is combined with an action to establish parentage of another man. A mother, tather,
or husband or former husband who executed a joinder must bring the action within one year of the
execution of the recognition or within six months after the person bringing the action obtains the
results of blood or genetic tests that indicate that the man who executed the recognition is not the
father of the child. A child must bring an action to vacate within six months after the child obtains
the result of blood or genetic tests that indicate that the man who executed the recognition is not
the father of the child, or within one year of reaching the age of majority, whichever islater. If the
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court finds a prima facie basis for vacating the recognition, the court shall order the child, mother,
father, and husband or former husband who executed a joinder to submit to blood tests. If the court
issues an order for the taking of blood tests, the court shall require the party seeking to vacate the
recognition to make advance payment for the costs of the blood tests. If the party fails to pay for
the costs of the blood tests, the court shall dismiss the action to vacate with prejudice. The court
may also order the party seeking to vacate the recognition to pay the other party’s reasonable
attorney fees, costs, and disbursements. If the results of the blood tests establish that the man who
executed the recognition is not the father, the court shall vacate the recognition. If arecognitionis
vacated, any joinder in the recognition under subdivision 1a is aso vacated. The court shall
terminate the obligation of a party to pay ongoing child support based on the recognition. A
maodification of child support based on a recognition may be made retroactive with respect to any
period during which the moving party has pending a motion to vacate the recognition but only
from the date of service of notice of the motion on the responding party.

(b) The burden of proof in an action to vacate the recognition is on the moving party. The
moving party must request the vacation on the basis of fraud, duress, or material mistake of fact.
The legal responsibilitiesin existence at the time of an action to vacate, including child support
obligations, may not be suspended during the proceeding, except for good cause shown.

Sec. 32. Minnesota Statutes 1996, section 257.75, subdivision 5, is amended to read:

Subd. 5. [RECOGNITION FORM.] The commissioner of human services shall prepare aform
for the recognition of parentage under this section. In preparing the form, the commissioner shall
consult with the individual s specified in subdivision 6. The recognition form must be drafted so
that the force and effect of the recognition, the alternatives to executing a recognition, and the
benefits and responsibilities of establishing paternity are clear and understandable. The form must
include a notice regarding the finality of a recognition and the revocation procedure under
subdivision 2. The form must include a provision for each parent to verify that the parent has read
or viewed the educational materials prepared by the commissioner of human services describing
the recognition of paternity. If feasible, the individual providing the form to the parents for
execution shall provide oral naotice of the rights, responsibilities and alternatives to executing the
recognition. Notice may be provided by audiotape, videotape, or similar means. Each parent must
receive a copy of the recognition.

Sec. 33. Minnesota Statutes 1996, section 257.75, subdivision 7, is amended to read:

Subd. 7. [HOSPITAL AND DEPARTMENT OF HEALTH DISTRIBUTION OF
EDUCATIONAL MATERIALS, RECOGNITION FORM.] Hospitals that provide obstetric
services and the state registrar of vital statistics shall distribute the educational materials and
recognition of parentage forms prepared by the commissioner of human services to new parents
and shall assist parents in understanding the recognition of parentage form, including following
the provisions for notice under subdivision 5. On and after January 1, 1994, hospitals may not
distribute the declaration of parentage forms.

Sec. 34. Minnesota Statutes 1996, section 299C.46, subdivision 3, is amended to read:

Subd. 3. [AUTHORIZED USE, FEE.] (&) The data communications network shall be used
exclusively by:

(1) criminal justice agencies in connection with the performance of duties required by law;

(2) agenciesinvestigating federal security clearances of individuals for assignment or retention
in federal employment with duties related to national security, as required by Public Law Number
99-1691; and

(3) other agencies to the extent necessary to provide for protection of the public or property in
an emergency or disaster situation; and

(4) the public authority responsible for child support enforcement in connection with the
performance of its duties.




1530 JOURNAL OF THE SENATE [34TH DAY

(b) The commissioner of public safety shall establish a monthly network access charge to be
paid by each participating criminal justice agency. The network access charge shall be a standard
fee established for each terminal, computer, or other equipment directly addressable by the
criminal justice data communications network, as follows: January 1, 1984 to December 31, 1984,
$40 connect fee per month; January 1, 1985 and thereafter, $50 connect fee per month.

(c) The commissioner of public safety is authorized to arrange for the connection of the data
communications network with the criminal justice information system of the federal government,
any adjacent state, or Canada.

Sec. 35. Minnesota Statutes 1996, section 518.005, is amended by adding a subdivision to read:

Subd. 5. [PROHIBITED DISCLOSURE.] In all proceedings under this chapter in which public
assistance is assigned under section 256.741 or the public authority provides servicesto a party or
parties to the proceedings, notwithstanding statutory or other authorization for the public authority
to release private data on the location of a party to the action, information on the location of one
party may not be released by the public authority to the other party if:

(1) the public authority has knowledge that a protective order with respect to the other party has
been entered; or

(2) the public authority has reason to believe that the release of the information may result in
physical or emotional harm to the other party.

Sec. 36. Minnesota Statutes 1996, section 518.10, is amended to read:
518.10 [REQUISITES OF PETITION.]
The petition for dissolution of marriage or legal separation shall state and allege:

(@ The name and, address, and, in circumstances in which child support or spousal
maintenance will be addressed, socia security number of the petitioner and any prior or other
name used by the petitioner;

(b) The name and, if known, the address and, in circumstances in which child support or
spousal maintenance will be addressed, social security number of the respondent and any prior or
other name used by the respondent and known to the petitioner;

(c) The place and date of the marriage of the parties;
(d) In the case of a petition for dissolution, that either the petitioner or the respondent or both:

(1) Has resided in this state for not less than 180 days immediately preceding the
commencement of the proceeding, or

(2) Has been a member of the armed services and has been stationed in this state for not less
than 180 days immediately preceding the commencement of the proceeding, or

(3) Has been a domiciliary of this state for not less than 180 days immediately preceding the
commencement of the proceeding;

(e) The name at the time of the petition and any prior or other name, age and date of birth of
each living minor or dependent child of the parties born before the marriage or born or adopted
during the marriage and a reference to, and the expected date of birth of, a child of the parties
conceived during the marriage but not born;

(f) Whether or not a separate proceeding for dissolution, legal separation, or custody is pending
in a court in this state or elsewhere;

(9) Inthe case of apetition for dissolution, that there has been an irretrievable breakdown of the
marriage relationship;
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(h) In the case of a petition for legal separation, that there is a need for a decree of legal
separation; and

(i) Any temporary or permanent maintenance, child support, child custody, disposition of
property, attorneys’ fees, costs and disbursements applied for without setting forth the amounts.

The petition shall be verified by the petitioner or petitioners, and its allegations established by
competent evidence.

Sec. 37. [518.111] [SUFFICIENCY OF NOTICE]

(a) Automated child support notices sent by the public authority that do not require service are
sufficient notice when issued and mailed by first class mail to the person’s last known address.

(b) It is not adefense that a person failed to notify the public authority of a change of address as
required by state Taw.

Sec. 38. Minnesota Statutes 1996, section 518.148, subdivision 2, is amended to read:

Subd. 2. [REQUIRED INFORMATION.] The certificate shall include the following
information:

(1) the full caption and file number of the case and the title "Certificate of Dissolution”;
(2) the names and any prior or other names of the parties to the dissolution;

(3) the names of any living minor or dependent children as identified in the judgment and
decree;

(4) that the marriage of the parties is dissolved; and
(5) the date of the judgment and decree; and

(6) the socia security number of the parties to the dissolution and the social security number of
any living minor or dependent children identified in the judgment and decree.

Sec. 39. Minnesota Statutes 1996, section 518.171, subdivision 1, is amended to read:

Subdivision 1. [ORDER.] Compliance with this section constitutes compliance with a qualified
medical child support order as described in the federal Employee Retirement Income Security Act
of 1974 (ERISA) as amended by the federal Omnibus Budget Reconciliation Act of 1993
(OBRA).

(a) Every child support order must:

(1) expressly assign or reserve the responsibility for maintaining medical insurance for the
minor children and the division of uninsured medical and dental costs; and

(2) contain the names and, last known addresses, if—any and social security number of the
custodial parent and noncustodial parent, of the dependents unless the court prohibits the inclusion
of an address or social security number and orders the custodial parent to provide the address and
socia security number to the administrator of the health plan. The court shall order the party with
the better group dependent health and dental insurance coverage or health insurance plan to name
the minor child as beneficiary on any health and dental insurance plan that is available to the party
on:

(i) agroup basis,
(ii) through an employer or union; or

(iii) through a group health plan governed under the ERISA and included within the definitions
relating to health plans found in section 62A.011, 62A.048, or 62E.06, subdivision 2.
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"Health insurance' or "health insurance coverage' as used in this section means coverage that is
comparableto or better than a number two qualified plan as defined in section 62E.06, subdivision
2. "Headlth insurance’ or "health insurance coverage' as used in this section does not include
medical assistance provided under chapter 256, 256B, or 256D.

(b) If the court finds that dependent health or dental insurance is not available to the abligor or
obligee on a group basis or through an employer or union, or that group insurance is not accessible
to the obligee, the court may require the obligor (1) to obtain other dependent health or dental
insurance, (2) to be liable for reasonable and necessary medical or dental expenses of the child, or
(3) to pay no less than $50 per month to be applied to the medical and dental expenses of the
children or to the cost of health insurance dependent coverage.

(c) If the court finds that the available dependent health or dental insurance does not pay all the
reasonable and necessary medical or dental expenses of the child, including any existing or
anticipated extraordinary medical expenses, and the court finds that the obligor has the financial
ability to contribute to the payment of these medical or dental expenses, the court shall require the
obligor to be liable for all or a portion of the medical or dental expenses of the child not covered
by the required health or dental plan. Medical and dental expenses include, but are not limited to,
necessary orthodontia and eye care, including prescription lenses.

(d) Unless otherwise agreed by the parties and approved by the court, if the court finds that the
obligee is not receiving public assistance for the child and has the financia ability to contribute to
the cost of medical and dental expenses for the child, including the cost of insurance, the court
shall order the obligee and obligor to each assume a portion of these expenses based on their
proportionate share of their total net income as defined in section 518.54, subdivision 6.

(e) Payments ordered under this section are subject to section 518.611. An obligee who failsto
apply payments received to the medical expenses of the dependents may be found in contempt of
this order.

Sec. 40. Minnesota Statutes 1996, section 518.171, subdivision 4, is amended to read:

Subd. 4. [EFFECT OF ORDER.] (a) The order is binding on the employer or union and the
health and dental insurance plan when service under subdivision 3 has been made. In the case of
an obligor who changes employment and is required to provide health coverage for the child, a
new employer that provides health care coverage shal enrall the child in the obligor’ s health plan
upon receipt of an order or notice for health insurance, unless the obligor contests the enrollment.
The abligor may contest the enrollment on the limited grounds that the enrollment is improper due
to mistake of fact or that the enrollment meets the requirements of section 518.64, subdivision 2. If
the obligor chooses to contest the enrollment, the obligor must do so no later than 15 days after the
employer notifies the obligor of the enrollment, by doing all of the following:

(1) filing a request for contested hearing according to section 518.5511, subdivision 3a;

(2) serving a copy of the request for contested hearing upon the public authority and the
obligee; and
(3) securing a date for the contested hearing no later than 45 days after the notice of enrollment.

(b) The enrollment must remain in place during the time period in which the obligor contests
the withholding.

An employer or union that is included under ERISA may not deny enrollment based on
exclusionary clauses described in section 62A.048. Upon receipt-of the-order,-or-tpon application
of the obligor pursuant according to the order or notice, the employer or union and its health and
dental insurance plan shall enroll the minor child as a beneficiary in the group insurance plan and
withhold any required premium from the obligor’s income or wages. If more than one plan is
offered by the employer or union, the child shall be enrolled in the least costly health insurance
plan otherwise available to the obligor that is comparable to a number two qualified plan. If the
obligor is not enrolled in a health insurance plan, the employer or union shall aso enroll the
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obligor in the chosen plan if enrollment of the obligor is necessary in order to obtain dependent
coverage under the plan. Enrollment of dependents and the obligor shall be immediate and not
dependent upon open enrollment periods. Enrollment is not subject to the underwriting policies
described in section 62A.048.

(b) An employer or union that willfully fails to comply with the order is liable for any health or
dental expenses incurred by the dependents during the period of time the dependents were eligible
to be enrolled in the insurance program, and for any other premium costs incurred because the
employer or union willfully failed to comply with the order. An employer or union that fails to
comply with the order is subject to contempt under section 518.615 and is also subject to a fine of
$500 to be paid to the obligee or public authority. Fines paid to the public authority are designated
for child support enforcement services.

(c) Failure of the obligor to execute any documents necessary to enroll the dependent in the
group health and dental insurance plan will not affect the obligation of the employer or union and
group health and dental insurance plan to enroll the dependent in a plan. Information and
authorization provided by the public authority responsible for child support enforcement, or by the
custodial parent or guardian, is valid for the purposes of meeting enrollment requirements of the
health plan. The insurance coverage for a child eligible under subdivision 5 shall not be terminated
except as authorized in subdivision 5.

Sec. 41. Minnesota Statutes 1996, section 518.54, is amended by adding a subdivision to read:

Subd. 4a. [SUPPORT ORDER.] "Support order" means a judgment, decree, or order, whether
temporary, final, or subject to modification, issued by a court or administrative agency of
competent jurisdiction, for the support and maintenance of a child, including a child who has
attained the age of majority under the law of the issuing state, or a child and the parent with whom
the child is living, that provides for monetary support, child care, medical support including
expenses for confinement and pregnancy, arrearages, or reimbursement, and thal may include
related costs and fees, interest and penalties, income withholding, and other relief. This definition
applies to orders issued under this chapter and chapters 256, 257, and 518C.

Sec. 42. Minnesota Statutes 1996, section 518.54, subdivision 6, is amended to read:

Subd. 6. [INCOME.] (a) "Income' means any form of periodic payment to an individua
including, but not limited to, wages, salaries, payments to an independent contractor, workers
compensation, reemployment insurance, annuity, military and nava retirement, pension and
disahility payments. Benefits received under seeﬂe%%@l&te%&&ﬁan@ehapte%@la Title
IV-A of the Social Security Act are not income under this section.

(b) Income aso includes other resources of an individua including, but not limited to,
nonperiodic distributions of workers' compensation claims, reemployment claims, personal injury
recoveries, proceeds from a lawsuit, severance pay, bonuses, and lTottery or gambling winnings.

Sec. 43. Minnesota Statutes 1996, section 518.551, subdivision 5, is amended to read:

Subd. 5. [NOTICE TO PUBLIC AUTHORITY; GUIDELINES)] (a) The petitioner shall notify
the public authority of all proceedings for dissolution, legal separation, determination of parentage
or for the custody of a child, if either party is receiving aid to families with dependent children or
appliesfor it subsequent to the commencement of the proceeding. The notice must contain the full
names of the parties to the proceeding, their social security account numbers, and their birth dates.
After receipt of the notice, the court shall set child support as provided in this subdivision. The
court may order either or both parents owing a duty of support to a child of the marriage to pay an
amount reasonable or necessary for the child’ s support, without regard to marital misconduct. The
court shall approve a child support stipulation of the parties if each party is represented by
independent counsel, unless the stipulation does not meet the conditions of paragraph (i). In other
cases the court shall determine and order child support in a specific dollar amount in accordance
with the guidelines and the other factors set forth in paragraph (c) and any departure therefrom.
The court may also order the obligor to pay child support in the form of a percentage share of the
obligor’'s net bonuses, commissions, or other forms of compensation, in addition to, or if the
obligor receives no base pay, in lieu of, an order for a specific dollar amount.
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(b) The court shall derive a specific dollar amount for child support by multiplying the
obligor’s net income by the percentage indicated by the following guidelines

Net Income Per Number of Children
Month of Obligor
1 2 3 4 5 6 7or
more

$550 and Below Order based on the ability of the

obligor to provide support

at these income levels, or at higher

levels, if the obligor has

the earning ability.

$551 - 600 16% 19% 22% 25% 28% 30% 32%
$601 - 650 17% 21% 24% 27% 29% 32% 34%
$651 - 700 18% 22% 25% 28% 31% 34% 36%
$701 - 750 19% 23% 27% 30% 33% 36% 38%
$751 - 800 20% 24% 28% 31% 35% 38% 40%
$801 - 850 21% 25% 29% 33% 36% 40% 42%
$851 - 900 22% 27% 31% 34% 38% 41% 44%
$901 - 950 23% 28% 32% 36% 40% 43% 46%
$951 - 1000 24% 29% 34% 38% 41% 45% 48%
$1001- 5000 25% 30% 35% 39% 43% 47% 50%
or the amount

in effect under

paragraph (k)

Guidelines for support for an obligor with a monthly income in excess of the income limit
currently in effect under paragraph (k) shall be the same dollar amounts as provided for in the
guidelines for an obligor with a monthly income equal to the limit in effect.

Net Income defined as:

Total monthly
income less *(i) Federal Income Tax
*(ii) State Income Tax
(iii) Social Security
Deductions
(iv) Reasonable
Pension Deductions

* Standard

Deductions apply for (v) Union Dues

single person with (vi) Cost of Dependent Health
one exemption -use of Insurance Coverage
tax tables

recommended

(vii) Cost of Individual or Group
Health/Hospitalization
Coverage or an
Amount for Actua
Medical Expenses

(viii) A Child Support or

Maintenance Order that is
Currently Being Paid.

"Net income' does not include:
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(1) the income of the obligor's spouse, but does include in-kind payments received by the
obligor in the course of employment, self-employment, or operation of a businessif the payments
reduce the obligor’s living expenses; or

(2) compensation received by a party for employment in excess of a 40-hour work week,
provided that:

(i) support is nonetheless ordered in an amount at least equal to the guidelines amount based on
income not excluded under this clause; and

(ii) the party demonstrates, and the court finds, that:
(A) the excess employment began after the filing of the petition for dissolution;

(B) the excess employment reflects an increase in the work schedule or hours worked over that
of the two years immediately preceding the filing of the petition;

(C) the excess employment is voluntary and not a condition of employment;

(D) the excess employment is in the nature of additional, part-time or overtime employment
compensable by the hour or fraction of an hour; and

(E) the party’s compensation structure has not been changed for the purpose of affecting a
support or maintenance obligation.

The court shall review the work-related and education-related child care costs paid and shall
alocate the costs to each parent in proportion to each parent’s net income, as determined under
this subdivision, after the transfer of child support and spousal maintenance, unless the alocation
would be substantially unfair to either parent. There is a presumption of substantial unfairness if
after the sum total of child support, spousal maintenance, and child care costs is subtracted from
the noncustodial parent’s income, the income is at or below 100 percent of the federal poverty
guidelines. The cost of child care for purposes of this paragraph is 75 percent of the actual cost
paid for child care, to reflect the approximate value of state and federal tax credits available to the
custodial parent. The actual cost paid for child care is the total amount received by the child care
provider for the child or children of the obligor from the obligee or any public agency. The court
shall require verification of employment or school attendance and documentation of child care
expenses from the obligee and the public agency, if applicable. If child care expenses fluctuate
during the year because of seasonal employment or school attendance of the obligee or extended
periods of visitation with the obligor, the court shall determine child care expenses based on an
average monthly cost. The amount allocated for child care expenses is considered child support
but is not subject to a cost-of-living adjustment under section 518.641. The amount allocated for
child care expenses terminates when either party notifies the public authority that the child care
costs have ended and without any legal action on the part of either party. The public authority shall
verify the information received under this provision before authorizing termination. The
termination is effective as of the date of the notification. In other cases where there is a substantial
increase or decrease in child care expenses, the parties may modify the order under section 518.64.

The court may allow the noncustodial parent to care for the child while the custodial parent is
working, as provided in section 518.175, subdivision 8. Allowing the noncustodial parent to care
for the child under section 518.175, subdivision 8, is not a reason to deviate from the guidelines.

(c) In addition to the child support guidelines, the court shall take into consideration the
following factors in setting or modifying child support or in determining whether to deviate from
the guidelines:

(1) al earnings, income, and resources of the parents, including real and personal property, but
excluding income from excess employment of the obligor or obligee that meets the criteria of

paragraph (b), clause (2)(ii);

(2) the financial needs and resources, physical and emotional condition, and educational needs
of the child or children to be supported;
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(3) the standard of living the child would have enjoyed had the marriage not been dissolved, but
recognizing that the parents now have separate households;

(4) which parent receives the income taxation dependency exemption and what financial
benefit the parent receives from it;

(5) the parents’ debts as provided in paragraph (d); and

(6) the obligor’s receipt of assistance under sections-256.72to-256.87-or-256B.01to-256B.40
section 256.741.

(d) In establishing or modifying a support obligation, the court may consider debts owed to
private creditors, but only if:

(1) the right to support has not been assigned under section 256.74 256.741,

(2) the court determines that the debt was reasonably incurred for necessary support of the child
or parent or for the necessary generation of income. If the debt was incurred for the necessary
generation of income, the court shall consider only the amount of debt that is essential to the
continuing generation of income; and

(3) the party requesting a departure produces a sworn schedule of the debts, with supporting
documentation, showing goods or services purchased, the recipient of them, the amount of the
original debt, the outstanding balance, the monthly payment, and the number of months until the
debt will be fully paid.

(e) Any schedule prepared under paragraph (d), clause (3), shall contain a statement that the
debt will be fully paid after the number of months shown in the schedule, barring emergencies
beyond the party’s control.

() Any further departure below the guiddinesthat is based on a consideration of debts owed to
private creditors shall not exceed 18 months in duration, after which the support shall increase
automatically to the level ordered by the court. Nothing in this section shall be construed to
pro_hictj)it one or more step increases in support to reflect debt retirement during the 18-month
period.

(9) If payment of debt is ordered pursuant to this section, the payment shall be ordered to bein
the nature of child support.

(h) Nothing shall preclude the court from receiving evidence on the above factors to determine
if the guidelines should be exceeded or modified in a particular case.

(i) The guidelinesin this subdivision are a rebuttable presumption and shall be used in al cases
when establishing or modifying child support. If the court does not deviate from the guidelines,
the court shall make written findings concerning the amount of the abligor’s income used as the
basis for the guidelines calculation and any other significant evidentiary factors affecting the
determination of child support. If the court deviates from the guidelines, the court shall make
written findings giving the amount of support calculated under the guidelines, the reasons for the
deviation, and shall specifically address the criteriain paragraph (c) and how the deviation serves
the best interest of the child. The court may deviate from the guidelines if both parties agree and
the court makes written findings that it is in the best interests of the child, except that in cases
where child support payments are assigned to the public agency under section 25674 256.741, the
court may deviate downward only as provided in paragraph (j). Nothing in this paragraph prohibits
the court from deviating in other cases. The provisions of this paragraph apply whether or not the
parties are each represented by independent counsel and have entered into a written agreement.
The court shall review stipulations presented to it for conformity to the guidelines and the court is
not required to conduct a hearing, but the parties shall provide the documentation of earnings
required under subdivision 5b.

() If the child support payments are assigned to the public agency under section 256.74
256.741, the court may not deviate downward from the child support guidelines unless the court
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specifically finds that the failure to deviate downward would impose an extreme hardship on the
obligor.

(k) The dollar amount of the income limit for application of the guidelines must be adjusted on
July 1 of every even-numbered year to reflect cost-of-living changes. The supreme court shall
select the index for the adjustment from the indices listed in section 518.641. The state court
administrator shall make the changes in the dollar amount required by this paragraph available to
courts and the public on or before April 30 of the year in which the amount is to change.

Sec. 44. Minnesota Statutes 1996, section 518.551, subdivision 5b, is amended to read:

Subd. 5b. [DETERMINATION OF INCOME.] (&) The parties shal timely serve and file
documentation of earnings and income. When there is a prehearing conference, the court must
receive the documentation of income at least ten days prior to the prehearing conference.
Documentation of earnings and income also includes, but is not limited to, pay stubs for the most
recent three months, employer statements, or statement of receipts and expensesif self-employed.
Documentation of earnings and income also includes copies of each parent’s most recent federal
tax returns, including W-2 forms, 1099 forms, reemployment insurance statements, workers
compensation statements, and all other documents evidencing income as received that provide
verification of income over a longer period.

(b) In addition to the requirements of paragraph (a), at any time after an action seeking child
support has been commenced or when a child support order is in effect, a party or the public
authority may require the other party to give them a copy of the party’s most recent federal tax
returns that were filed with the Internal Revenue Service. The party shall provide a copy of the tax
returns within 30 days of receipt of the request unless the request is not made in good faith. A
req%lest under this paragraph may not be made more than once every two years, in the absence of
good cause.

(c) If aparent under the jurisdiction of the court does not appear at a court hearing after proper
notice of the time and place of the hearing, the court shall set income for that parent based on
credible evidence before the court or in accordance with paragraph (d). Credible evidence may
include documentation of current or recent income, testimony of the other parent concerning
recent earnings and income levels, and the parent’s wage reports filed with the Minnesota
department of economic security under section 268.121.

(d) If the court finds that a parent is voluntarily unemployed or underemployed, child support
shall be calculated based on a determination of imputed income. A parent is not considered
voluntarily unemployed or underemployed upon a showing by the parent that the unemployment
or underemployment: (1) is temporary and will ultimately lead to an increase in income; or (2)
represents a bona fide career change that outweighs the adverse effect of that parent’s diminished
income on the child. Imputed income means the estimated earning ability of a parent based on the
parent’s prior earnings history, education, and job skills, and on availability of jobs within the
community for an individual with the parent’s qualifications. If the court is unable to determine or
estimate the earning ability of a parent, the court may calculate child support based on full-time
employment of 40 hours per week at 200 percent of the federal minimum wage or the Minnesota
minimum wage, whichever is higher. Any m support or child care contribution must be
calculated based upon the obligor’s proporti onate share of the child care expenses using 40 hours
per week at 200 percent of the federal minimum wage or the Minnesota minimum wage,
whichever is higher. If a parent is a recipient of public cash or medical assistance under sections
256-72to-256.87-or-chapter-256D section 256.741, or is physically or mentally incapacitated, it
shall be presumed that the parent is not voluntarlly unemployed or underemployed.

(e) Income from self employment is equal to gross receipts minus ordinary and necessary
expenses. Ordinary and necessary expenses do not include amounts allowed by the Internal
Revenue Service for accelerated depreciation expenses or investment tax credits or any other
business expenses determined by the court to be inappropriate for determining income for
purposes of child support. A person seeking to deduct an expense, including depreciation, has the
burden of proving, if challenged, that the expenseis ordinary and necessary. Net income under this
section may be different from taxable income.
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Sec. 45. Minnesota Statutes 1996, section 518.551, subdivision 7, is amended to read:

Subd. 7. [SERVICE FEE.] When the public agency responsible for child support enforcement
provides child support collection services either to a public assistance recipient or to a party who
does not receive public assistance, the public agency may upon written notice to the obligor charge
a monthly collection fee equivalent to the full monthly cost to the county of providing collection
services, in addition to the amount of the child support which was ordered by the court. The fee
shall be deposited in the county general fund. The service fee assessed is limited to ten percent of
the monthly court ordered child support and shall not be assessed to obligors who are current in
payment of the monthly court ordered child support.

An application fee of $25 shall be paid by the person who applies for child support and
maintenance collection services, except persons who are receiving public assistance as defined in
section 256.741 and persons who transfer from public assistance to nonpublic assistance status.
Fees assessed by state and federal tax agencies for collection of overdue support owed to or on
behalf of a person not receiving public assistance must be imposed on the person for whom these
services are provided. The public authority upon written notice to the obligee shall assess a fee of
$25 to the person not receiving public assistance for each successful federal tax interception. The
fee must be withheld prior to the release of the funds received from each interception and
deposited in the general fund.

However, the limitations of this subdivision on the assessment of fees shall not apply to the
extent inconsi stent with the requirements of federal law for receiving funds for the programs under
Title IV-A and Title IV-D of the Social Security Act, United States Code, title 42, sections 601 to
613 and United States Code, title 42, sections 651 to 662.

Sec. 46. Minnesota Statutes 1996, section 518.551, subdivision 12, is amended to read:

Subd. 12. [OCCUPATIONAL LICENSE SUSPENSION.] (a) Upon motion of an obligee, if
the court finds that the obligor is or may be licensed by a licensing board listed in section 214.01
or other state, county, or municipal agency or board that issues an occupational license and the
obligor isin arrearsin court-ordered child support or maintenance payments or both in an amount
equal to or greater than three times the obligor’ s total monthly support and maintenance payments
and is not in compliance with a written payment agreement regarding both current support and
arrearages approved by the court, an administrative law judge, or the public authority, the
administrative law judge, or the court shall direct the licensing board or other licensing agency to
suspend the license under section 214.101. The court’s order must be stayed for 90 days in order
to alow the obligor to execute a written payment agreement regarding both current support and
arrearages. The payment agreement must be approved by either the court or the public authority
responsible for child support enforcement. If the abligor has not executed or is not in compliance
with a written payment agreement regarding both current support and arrearages after the 90 days
expires, the court’s order becomes effective. If the obligor is a licensed attorney, the court shall
report the matter to the lawyers professional responsibility board for appropriate action in
accordance with the rules of professional conduct. The remedy under this subdivision is in
addition to any other enforcement remedy available to the court.

(b) If a public authority responsible for child support enforcement finds that the obligor is or
may be licensed by a licensing board listed in section 214.01 or other state, county, or municipal
agency or board that issues an occupational license and the obligor is in arrears in court-ordered
child support or maintenance payments or both in an amount equal to or greater than three times
the obligor’s total monthly support and maintenance payments and is not in compliance with a
written payment agreement regarding both current support and arrearages approved by the court,
an administrative law judge, or the public authority, the court, an administrative law judge, or the
public authority shall direct the licensing board or other licensing agency to suspend the license
under section 214.101. If the obligor is a licensed attorney, the public authority may report the
matter to the lawyers professional responsibility board for appropriate action in accordance with
the rules of professional conduct. The remedy under this subdivision is in addition to any other
enforcement remedy available to the public authority.

(c) At least 90 days before notifying a licensing authority or the lawyers professional
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responsibility board under paragraph (b), the public authority shall mail a written notice to the
license holder addressed to the license holder’'s last known address that the public authority
intends to seek license suspension under this subdivision and that the license holder must request a
hearing within 30 days in order to contest the suspension. If the license holder makes a written
reguest for a hearing within 30 days of the date of the notice, either a court hearing or a contested
administrative proceeding must be held under section 518.5511, subdivision 4. Notwithstanding
any law to the contrary, the license holder must be served with 14 days notice in writing
specifying the time and place of the hearing and the allegations against the license holder. The
notice may be served personally or by mail. If the public authority does not receive arequest for a
hearing within 30 days of the date of the notice, and the obligor does not execute a written
payment agreement regarding both current support and arrearages approved by the court—an

ini [ ' public authority within 90 days of the date of the notice, the public
authority shall direct the licensing board or other licensing agency to suspend the obligor’slicense
under paragraph (b), or shall report the matter to the lawyers professional responsibility board.

(d) The administrative law judge, on behalf of the public authority, or the court shall notify the
lawyers professional responsibility board for appropriate action in accordance with the rules of
professional responsibility conduct or order the licensing board or licensing agency to suspend the
license if the judge finds that:

(1) the person is licensed by alicensing board or other state agency that issues an occupational
licensg,

(2) the person has not made full payment of arrearages found to be due by the public authority;
and

(3) the person has not executed or is not in compliance with a payment plan approved by the
court, an administrative law judge, or the public authority.

(e) Within 15 days of the date on which the obligor either makes full payment of arrearages
found to be due by the court or public authority or executes and initiates good faith compliance
with a written payment plan approved by the court, an administrative law judge, or the public
authority, the court, an administrative law judge, or the public authority responsible for child
support enforcement shall notify the licensing board or licensing agency or the lawyers
professional responsibility board that the obligor is no longer ineligible for license issuance,
reinstatement, or renewal under this subdivision.

() In addition to the criteria established under this section for the suspension of an obligor’s
occupational license, a court, an administrative law judge, or the public authority may direct the
licensing board or other Ticensing agency to suspend the license of a party who has failed, after
receiving notice, to comply with a subpoena relating to a paternity or child support proceeding.

(g) The license of an obligor who fails to remain in compliance with an approved payment
agreement may be suspended. Notice to the obligor of an intent to suspend under this paragraph
must be served by first class mail at the obligor’ s last known address and must include a notice of
hearing. The notice must be served upon the obligor not less than ten days before the date of the
hearing. If the obligor appears at the hearing and the judge determines that the obligor has failed to
comply with an approved payment agreement, the judge shall notify the occupationa Ticensing
board or agency to suspend the obligor’ slicense under paragraph (c). If the obligor fails to appear
at the hearing, the public authority may notify the occupationa or licensing board to suspend the
obligor’s license under paragraph (c).

Sec. 47. Minnesota Statutes 1996, section 518.551, subdivision 13, is amended to read:

Subd. 13. [DRIVER'S LICENSE SUSPENSION.] (a) Upon motion of an obligee, which has
been properly served on the obligor and upon which there has been an opportunity for hearing, if a
court finds that the abligor has been or may be issued a driver’s license by the commissioner of
public safety and the obligor isin arrears in court-ordered child support or maintenance payments,
or both, in an amount equal to or greater than three times the obligor’s total monthly support and
mai ntenance payments and is not in compliance with a written payment agreement regarding both
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current support and arrearages approved by the court, an administrative law judge, or the public
authority, the court shall order the commissioner of public safety to suspend the obligor’ s driver’s
license. The court’s order must be stayed for 90 days in order to allow the obligor to execute a
written payment agreement regarding both current support and arrearages, which payment
agreement must be approved by either the court or the public authority responsible for child
support enforcement. If the obligor has not executed or is not in compliance with a written
payment agreement regarding both current support and arrearages after the 90 days expires, the
court’s order becomes effective and the commissioner of public safety shall suspend the obligor’s
driver’'slicense. The remedy under this subdivision isin addition to any other enforcement remedy
available to the court. An obligee may not bring a motion under this paragraph within 12 months
of a denial of a previous motion under this paragraph.

(b) If apublic authority responsible for child support enforcement determines that the obligor
has been or may be issued a driver’s license by the commissioner of public safety and the obligor
isin arrearsin court-ordered child support or maintenance payments or both in an amount equal to
or greater than three times the obligor’s total monthly support and maintenance payments and not
in compliance with a written payment agreement regarding both current support and arrearages
approved by the court, an administrative law judge, or the public authority, the public authority
shall direct the commissioner of public safety to suspend the obligor's driver's license. The
remedy under this subdivision is in addition to any other enforcement remedy available to the
public authority.

(c) At least 90 days prior to notifying the commissioner of public safety pursdant according to
paragraph (b), the public authority must mail a written notice to the obligor at the obligor's last
known address, that it intends to seek suspension of the obligor’'s driver's license and that the
obligor must request a hearing within 30 days in order to contest the suspension. If the obligor
makes a written regquest for a hearing within 30 days of the date of the notice, either a court
hearing or a contested administrative proceeding must be held under section 518.5511, subdivision
4. Notwithstanding any law to the contrary, the obligor must be served with 14 days notice in
writing specifying the time and place of the hearing and the allegations against the obligor. The
notice may be served personally or by mail. If the public authority does not receive arequest for a
hearing within 30 days of the date of the notice, and the obligor does not execute a written
payment agreement regarding both current support and arrearages approved by the-court—an

the public authority within 90 days of the date of the notice, the pubI ic
authority shall direct the commissioner of public safety to suspend the obligor’s driver’s license
under paragraph (b).

(d) At a hearing requested by the obligor under paragraph (c), and on finding that the obligor is
in arrearsin court-ordered child support or maintenance payments or both in an amount equal to or
greater than three times the obligor’ s total monthly support and maintenance payments, the district
court or the administrative law judge shall order the commissioner of public safety to suspend the
obligor’s driver’'s license or operating privileges unless the court or administrative law judge
determines that the obligor has executed and is in compliance with a written payment agreement
regarding both current support and arrearages approved by the court, an administrative law judge,
or the public authority.

&1) An obligor whose driver’s license or operating forlwleges are suspended may provide proof
to the court-or-the public authority responsible for child support enforcement that the obligor isin
compliance with all written payment agreements regarding both current support and arrearages.
Within 15 days of the receipt of that proof, the eeurt—er public authority shall inform the
commissioner of public safety that the obligor’s driver’s license or operating privileges should no
longer be suspended.

éf) On January 15, 1997, and every two years after that, the commissioner of human services
shall submit a report to the legidature that identifies the following information relevant to the
implementation of this section:

(1) the number of child support obligors notified of an intent to suspend a driver’s license;

(2) the amount collected in payments from the child support obligors notified of an intent to
suspend a driver’s license,
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(3) the number of cases paid in full and payment agreements executed in response to
notification of an intent to suspend a driver’s license;

(4) the number of cases in which there has been notification and no payments or payment
agreements,

(5) the number of driver’'s licenses suspended; and
(6) the cost of implementation and operation of the requirements of this section.

(g) In addition to the criteria established under this section for the suspension of an obligor's
driver's license, a court, an administrative Taw judge, or the public authority may direct the
commissioner of public safety to suspend the license of a party who has failed, after receiving
notice, to comply with a subpoenarelating to a paternity or child support proceeding. Notice to an
obligor of intent to suspend must be served by first class mall at the obligor’ sTast known address.
The notice must inform the obligor of the right to request a hearing. If the obligor makes a written
reguest within ten days of the date of the hearing, a contested administrative proceeding must be
held under section 518.5511, subdivision 4. At the hearing, the only issues to be considered are
mistake of fact and whether the obligor received the subpoena

(h) The license of an obligor who fails to remain in compliance with an approved payment
agreement may be suspended. Notice to the obligor of an intent to suspend under this paragraph
must be served by first class mail at the obligor’ s last known address and must include a notice of
hearing. The notice must be served upon the obligor not Tess than ten days before the date of the
hearing. If the obligor appears at the hearing and the judge determines that the obligor hasfailed to
comply with an approved payment agreement, the judge shall notify the department of public
safety to suspend the obligor’s license under paragraph (c). If the obligor fails to appear at the
hearing, the public authority may notify the department of public safety to suspend the obligor’s
license under paragraph (c).

Sec. 48. Minnesota Statutes 1996, section 518.551, is amended by adding a subdivision to read:

Subd. 13a. [DATA ON SUSPENSIONS FOR SUPPORT ARREARS.)] Notwithstanding
section 13.03, subdivision 4, paragraph (c), data on an occupational license suspension under
subdivision 12 or a driver license suspension under subdivision 13 that are transferred by the
department of human services to respectively the department of public safety or any state, county
or municipal occupational licensing agency must have the same classification at the department of
public safety or other receiving agency under section 13.02 as other license suspension data held
by the receiving agency. The transfer of the data does not affect the classification of the datain the
hands of the department of human services.

Sec. 49. Minnesota Statutes 1996, section 518.5511, subdivision 1, is amended to read:

Subdivision 1. [GENERAL.] (a) An administrative processis established to obtain, modify, and
enforce child and medical support orders and parentage orders and medify enforce maintenance if
combined with a child support proceeding. All laws governing these actions apply insofar as they
are not inconsistent with the provisions of this section and section 518.5512. Wherever other laws
or rules are inconsistent with this section and section 518.5512, the provisionsin this section and
section 518.5512 shall apply.

(b) All proceedings for obtaining, modifying, or enforcing child and medical support orders and
enforcing maintenance orders if combined with a child support proceeding, are required

to be conducted in the administrative process when the public authority is a party or provides
services to a party or parties to the proceedings. Cases in which there is no assignment of support
or in which the public authority is not providing services may not be conducted in the
administrative process. At county option, the administrative process may include contempt
motions or actions to establish parentage. Nothing contained herein shall prevent a party, upon
timely notice to the public authority, from commencing an action or bringing a motion for the
establishment, modification, or enforcement of child support or medification enforcement of
maintenance orders if combined with a child support proceeding in district court, if additional
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issues involving domestic abuse, establishment or modification of custody or visitation, property
issues, or other issues outside the jurisdiction of the administrative process, are part of the motion
or action, or from proceeding with a motion or action brought by another party containing one or
more of these issuesif it is pending in district court.

(c) A party may make a written request to the public authority to initiate an uncontested
administrative proceeding. If the public authority denies the request, the public authority shall
issue a summary notice of denial within 30 days of the request which denies the request for relief
within 30 days of receiving the written request, states the reasons for the denial, and notifies the
party of the right to commence-an-action-forrelief proceed directly to a contested administrative
proceeding according to subdivision 3a, paragraph (a). If the party commences-an-action-or-serves
and-files-a-motion proceeds directly to a contested hearing and files the requisite documents, as
provided by the commissioner, with the court administrator within 30 days after the public
authority’s denial and the party’s action results in a modification of a child support order, the
modification may be retroactive to the date the written request was received by the public
authority. If the public authority accepts the request and proceeds with the uncontested
administrative process, any order or modification may be retroactive to the date the written request
was received by the public authority.

The publlc authorlty may |n|t|aIe

actions in the administrative process.

(e) For the purpose of the administrative process, all powers, duties, and responsibilities
conferred on judges of district court to obtain and enforce child and medical support and parentage
and maintenance obligations subject to the limitations of this section are conferred on
administrative law judges, including the power to determine controlling interstate orders, and to
issue subpoenas, orders to show cause, and bench warrants for failure to appear.

The administrative law judge has the authority to enter parentage orders in which the custody
and visitation provisions are uncontested.

(f) Nonattorney employees of the public authority responsible for child support may prepare,
sign, serve, and file notices, summary notices, proposed orders, default orders, consent orders,
orders for blood or genetic tests, and other documents related to the administrative process for
obtaining, modifying, or enforcing child and medical support orders, orders establishing paternity,
and related documents, and orders to enforce maintenance if combined with a child support order.
The nonattorney employee may issue administrative subpoenas, conduct prehearing conferences,
and participate in proceedings before an administrative law judge. This activity is not considered
the unauthorized practice of Taw. Nonattorney employees may not represent the interests of any
party other than the public authority, and may not give lega advice. The nonattorney employees
may act subject to the limitations of section 518.5512. In performing their duties under this
paragraph, the nonattorney employees shall consult with the county attorney and act consistently
with the county attorney’ slegal advice but they are not under the direction or control of the county

attorney.

(g) After the commencement of the administrative process, any party may make a written
reguest to the office of administrative hearings for a subpoena compelling the attendance of a
witness or the production of books, papers, records, or other documents relevant to the
administrative process. Subpoenas shall be enforceable through the district court. The public
authority may also request a subpoena from the office of administrative hearings for the
production of a witness or documents. The nonattorney employee of the public authority may
Eslue subpoenas subject to the limitationsin section 518.5512, subdivision 6, paragraph (a), clause
2).

(h) At all stages of the administrative process, the county attorney, or other attorney under
contract, shall act as the lega adviser for the public authority.
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(i) The commissioner of human services shall:

(1) provide training to child support officers and other persons involved in the administrative
process,

(2) timely prepare simple and easy to understand forms, in consultation with the office of
administrative hearings, for all notices and orders prescribed in this section, including a support
order worksheet form, with the exception of orders issued by the district court or the office of
administrative hearings under subdivision 4; and

(3) distribute money to cover the costs of the administrative process, including the salaries of
administrative Taw judges. If available appropriations are insufficient to cover the costs, the
commissioner shall prorate the amount among the counties.

(1) The commissioner of human services, in consultation with the office of administrative
hearings, is responsible for the supervision of the administrative process.

(k) The public authority, the office of administrative hearings, court administrators and other
entities involved in the administrative process shall use the forms prepared by the commissioner.

(1) The office of administrative hearings may reject orders that have not been prepared using
the commissioner’'s forms or on forms that have not been approved by the commissioner.

(m) The office of administrative hearings is responsible for training and monitoring the
performance of administrative law judges, maintaining records of proceedings providing
transcripts upon request, and maintaining the integrity of the district court file.

Sec. 50. Minnesota Statutes 1996, section 518.5511, subdivision 2, is amended to read:

{c) Followin issi ' ' ' ' '
due the initiation of the adml nlstratlve process under subd|V|sron 1, paragraph (c) or (d) the publ |c
authority shall, on the basis of all information available, complete and sign a proposed order and
notice. The public authority shall attach a support order worksheet. In preparing the proposed
order, the public authority will establish child support in the highest amount permitted under
section 518.551, subdivision 5. The proposed order shall include written findings in accordance
with section 518.551, subdivision 5, clauses (i) and (j). If the public authority has incomplete or
insufficient information upon which to prepare a proposed order, the public authority shall use the
default standard established in section 518.551, subdivision 5b, paragraph (d), to prepare the
proposed order. The notice shall state that the proposed order will be entered as afinal and binding
default order unless one of the parties contacts the
public authority regarding the proposed order within 21 30 days following the date of service of
the proposed order. ' 3
notice and proposed order shall be served under the ruI& of civil procedure on the non|n|t| ating
party and by first class mail on the initiating party. If the action was initiated by the public
authority, the notice and proposed order shall be served under the rules of civil procedure. After
receipt of the notice and proposed order, the court administrator shal file the documents.

For the purposes of the eontested-hearing administrative process, and notwithstanding any law
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or rule to the contrary, the service of the proposed order pursduant-to under this paragraph shall be
deemed to have commenced a proceeding and the judge,
aveferee; shall have jurisdiction over the a contested hearing administrative proceeding.

(d) (b) If aconference undersubdivision-3-isnot requested the public authority is not contacted
by a party within 21 30 days after the date of service of the proposed order, the public authority
may submit the proposed order as the default order. The default order becomes enforceable upon

srgnature by an admi nlstratlve Ialw JudgeedrstrreteeurHﬂdg&eHeteree flihepubhc—authem%may

The default order shaII be a |naI order, and shaII be served under the rules of crvrl
procedure

(c) If the public authority obtains new information after service of the proposed order, the
public authority may prepare one notice and revised proposed order. The revised order must be
served by first class mail on the parties. If the public authority is not contacted within seven days
after the date of service of the revised order, the public authority may submit the revised order asa
default order but in no event sooner than 30 days after the service of the original proposed order.

{€e) (d) The public authority shall file in the district court copies of all notices served on the
parties, proof of service, the support order worksheet, and all orders.

Sec. 51. Minnesota Statutes 1996, section 518.5511, subdivision 3, is amended to read:

Subd. 3. [ADMINISTRATIVE CONFERENCE.] (a) If a party regquests-a-conference contacts
the public authority within 21 30 days of the date of service of the proposed order, and the public
authority does not choose to proceed directly to a contested administrative proceedr ng, the public
authority shall schedule a conference, and shall serve written notice of the date, time, and place of
the conference and the date, time, and place of a contested administrative proceedi ng in the event
the administrative conference fails to resolve all of the issues on the parties. The public authority
may reguest any additional information necessary to establish child support. The public authority
may choose to go directly to a contested administrative proceeding and Is not required to conduct
an administrative conference. The date of the contested administrative proceeding must be set
within 31 days of the administrative conference or not more than 60 days from the date of the
notice of the administrative conference.

(b) The purpose of the conference isto review all available information and seek an agreement
to enter a consent order. The notice shall state the purpose of the conference, and that the proposed
order will be entered as a final and binding default order if the requesting party-fails both parties
fail to appear at the conference. The notice must also state that if only one party appears at the
conference and agrees with the proposed order and there is no new information provided, the
matter will proceed by default. The notice shall be served on the parties by first class mail at their
last known addresses, and the method of service shall be documented in the public authority file.
All available and relevant information must be shared with the parties at the conference, subject to
the Timitations of sections 256.87, subdivision 8, 257.70, and 518.005, subdivision 5. If a
conference is not held, information that would have been shared at the conference by the public
authority must be provided to a party or the party’ s attorney within 15 days of receipt of awritten
request.

(c) A party aleging domestic abuse by the other party shall not be required to participatein a
conference. In such a case, the public authority shall meet separately with the partiesin order to
determine whether an agreement can be reached.

(d) If all parties appear at the conference and agree to al issues, and the public authority
approves the agreement, the public authority shall prepare a consent order for the parties and the
public authority to sign. The public authority shall submit the consent order to the administrative
law judge. Upon signature, the order is afinal order and must be served on the parties by first class

mail.
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(e) If only one party appears at the conference and
agrees with the proposed order and there is no new information available, or if both of the parties
fail to appear at the conference and there is no new information available, the public authority may

enter shaII submit a default order through the uncontested admlnlstranve process. ilih&pubhe

{e) (f) If the parties appear at the conference-the-public-autherity-shall-seek and do not reach
agreement of theparties to the entry of a consent order which-establisheschild-support-in
' , the public authority shall advise the parties that if-a-consent-order

is not entered, the matter will be remains scheduled for a
judge-or-a-district-court judge-or-referee contested administrative proceeding, and that the public
authority will seek the establishment of child support at the hearing proceeding in accordance with

the hlghest amount permltted under section 518.551, subd|V|sron &ILanegreemenH&enteHhe

(g) If one or both of the parties appear at the administrative conference and there is new

information that makes the proposed order unreasonable or inappropriate, the public authority may
issue a revised proposed order or proceed directly to a contested administrative proceeding.

Sec. 52. Minnesota Statutes 1996, section 518.5511, is amended by adding a subdivision to
read:

Subd. 3a. [ALTERNATIVE ADMINISTRATIVE RESOLUTIONS] (a)(1) Any party may
proceed directly to a contested administrative proceeding under subdivision 4 by making a written
request to the public authority. After the public authority receives a written request, the public
authority shall request or schedule a contested administrative proceeding and inform the requestor
of the date, time, and place of the hearing. The public authority shall also provide the requestor
with the contested administrative documents necessary for the proceeding. These documents must
be completed by the requestor, served on the other party and the public authority and filed with the
court administrator at Teast 21 days before the hearing. If the documents are not filed with the
court administrator, the contested administrative proceeding shall be canceled.

(2) The public authority may also proceed directly to a contested administrative proceeding.

(b) At any time in the administrative process, including prior to the issuance of the proposed
order, if the parties and the public authority are in agreement, the public authority shall prepare a
consent order to be signed by the public authority and the parties. The parties must waive any of
their rights to the notices and time frames required by this section. The public authority shall
submit the order to the administrative law judge. Upon signature by the court, the order is a final
order and must be filed with the court administrator and served by first class mail on the parties.

Sec. 53. Minnesota Statutes 1996, section 518.5511, subdivision 4, is amended to read:

Subd. 4. [CONTESTED ADMINISTRATIVE PROCEEDING.] (a) All counties shall
participate in the contested administrative process established in this section as designated in a
statewide implementation plan to be set forth by the commissioner of human services. No county
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shall be required to participate in the contested administrative process until after the county has
been trained. The contested administrative process shall be in operation in all counties no later
thanJuIy l’ 199 'A' N ne e -35- a _--nlen alllalaV .A.n allaala \/Q 3 1 ! i

operation no later than July 1, 1996.

In counties designated by the commissioner, contested hearings administrative proceedings

required under this section shall be scheduled before administrative law judges, and shal be
conducted in accordance with the provisions under this section. In counties not designated by the
commissioner, contested hearings administrative proceedings shall be conducted in district court
in accordance with the rules of civil procedure and the rules of family court. The district court may
not conduct administrative proceedings in counties designated by the commissioner.

(b) An administrative law judge may conduct hearings administrative proceedings and approve
a stipulation reached on a contempt motion brought by the public authority. Any stipulation that
involves a finding of contempt and a jail sentence, whether stayed or imposed, shall require the
review and signature of a district court judge.

(c) A party, witness, or attorney may appear or testify by telephone, audiovisual means, or other
electronic means, at the discretion of the administrative law judge.

(d) Before implementing the process in a county, the chief administrative law judge, the
commissioner of human services, the director of the county human services agency, the county
attorney, the county court administrator, and the county sheriff shall jointly establish procedures,
and the county shall provide hearing facilities for implementing this process in the county. A
contested administrative hearing proceeding shall be conducted in a courtroom, if oneis available,
or a conference or meeting room with at least two exits and of sufficient size to permit adequate
physical separation of the parties. The court administrator shall, to the extent practical, provide
administrative support for the contested hearing administrative proceeding. Security personnel
shall either be present during the administrative hearings proceedings, or be available to respond
to a request for emergency assistance.

(e) The contested administrative hearings shall be conducted under the rules of the office of
administrative hearings, Minnesota Rules, parts 1400.5275, 1400.5500, 1400.6000 to 1400.6400,
1400.6600 to 1400.7000, 1400.7100 to 1400.7500, 1400.7700, 1400.7800, and 1400.8100, as
adopted by the chief administrative law judge. For matters not initiated under subdivision 2,
documents from the moving party shall be served and filed at least 21 14 days prior to the hearing
and the opposing party shall serve and file documents raising new issues at least ten days prior to
the hearing. In al contested administrative proceedings, the administrative law judge may limit the
extent and timing of discovery. Except as provided under this section, other aspects of the case,
including, but not limited to, discovery, shall be conducted under the rules of family court, the
rules of civil procedure, and chapter 518.

(f) Pursuant-to Followi n% a contested administrative hearing, the administrative law judge shall
make findings of fact, conclusions, and a final decision and issue an order. Orders issued by an
administrative law judge may be enforceable by the contempt powers of the district courts.

(g) At the time the matter is scheduled for a contested hearing administrative proceeding, the
public authority shall file in the district court copies of al relevant documents sent to or received
from the parties that have been provided to all parties, in addition to the any documents filed under
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subdivision 2, paragraph (€} (d). These documents may be used as evidence by the judge in
deciding the case without need for further foundation testimony. For matters scheduled for a
contested hearing administrative proceeding which were not initiated under subdivision 2, the
public authority shall obtain any income information available to the public authority through the
department of economic security and serve this information on al parties and file the information
with the court at least five days prior to the hearing.

(h) When only one party appears at the contested administrative proceeding, a hearing must be
conducted. The administrative law judge shall prepare an order and file it with the district court.
The court shall serve the order on the parties by first class mail at the last known address and shall
provide a copy of the order to the public authority.

(i) If neither party appears at the contested administrative proceeding and no new information
has been submitted or made available to the court or public authority, the public authority shall
submit the default order to the administrative Taw judge, district court judge, or referee for
signature. If neither party appears and new information is availableto the court or public authority,
the administrative Taw judge or district court judge shall prepare an order based on the new
information. The court shall serve the order on the parties by first class mail at the Tast known
address and shall provide a copy of the order to the public authority.

%) The decision and order of the administrative law judge is appealable to the court of appeals
in the same manner as a decision of the district court.

Sec. 54. Minnesota Statutes 1996, section 518.5512, subdivision 2, is amended to read:

Subd. 2. [PATERNITY.] (a) After service of the notlce and proposed order a nonattorney
employee of the public authority may velav
order the chrld mother or aIIeged father to submrt to bl ood or genetrc tests. Iheordemseﬁteetwe
W ad 3 W - Failure to comply with the order
for bl ood or genetrc tests may result ina default determr nation of parentage.

(b) If parentage is contested at the administrative hearing proceeding, the administrative law
judge may order temporary child support under section 257.62, su ivison 5, and shall refer the
case to the district court. The district court shall have the authorrty to decide the case based on the
administrative process documents and shall not require the issuance of any alternate pleadings.

(c) Thedistrict court may appoint counsel for an indigent alleged father only after the return of
the blood or genetic test results from the testing laboratory.

Sec. 55. Minnesota Statutes 1996, section 518.5512, subdivision 3, is amended to read:

Subd 3 [COST OF- LIVING ADJUSTMENT]

ated & ivis 2 - The public
authorlty shaJI send notlce of its appllcatlon for a cost-of-livi ng adj ustment on the obligor in
accord with section 518.641. The public authority shall stay the adjustment of support upon receipt
by the public authority of a request for-an-administrative-conference by the obligor to proceed
directly to a contested admlnlstratlve proceeding under sectlon 518 5511 subdrvrsron 4. An

eadSec. 56. Minnesota Statutes 1996, section 518.5512, is amended by adding a subdivision to
read:

Subd. 3a. [FORM.] The public authority shall prepare and make available to the court and

obligors a form, to be submitted to the public authority by the obligor, to request to proceed
directly to a contested administrative proceeding regarding a cost-of-living adjustment. The
rulemaking provisions of chapter 14 do not apply to the preparation of the form.

eadSec. 57. Minnesota Statutes 1996, section 518.5512, is amended by adding a subdivision to
read:
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Subd. 6. [ADMINISTRATIVE AUTHORITY.] (a) In each case in which support rights are
assigned under section 256.741, subdivision 2, or where the public authority is providing services
under an application for child support services, a nonattorney employee of the public authority
may, without requirement of a court order:

(2) recognize and enforce orders of child support agencies of other states,

(2) compel by subpoena the production of al papers, books, records, documents, or other
evidentiary material needed to establish a parentage or child support order or to modify or enforce
a child support order;

(3) change the payee to the appropriate person, organization, or agency authorized to receive or
collect child support or any other person or agency designated as the caretaker of the child by
agreement of the legal custodian or by court order;

(4) order income withholding of child support under section 518.6111;

(5) secure assets to satisfy the debt or arrearage in cases in which there is a support debt or
arrearage by: (i) intercepting or seizing periodic or Tump sum payments from state or local
agencies, including reemployment insurance, workers compensation payments, judgments,
settlements, and lotteries;, (ii) attaching and seizing assets of the obligor held in financia
ingtitutions or public or private retirement funds; and (iii) imposing liens and, in appropriate cases,
forcing the sale of property and the distribution of proceeds, and

(6) increase the amount of the monthly support payments to include amounts for debts or
arrearages for the purpose of securing overdue support.

In performing their duties under this paragraph, the nonattorney employees shall consult with
the county attorney and act consistently with the county attorney’s legal advice but they are not
under the direction or control of the county attorney.

(b) Subpoenas may be served anywhere within the state and served outside the state in the same
manner as prescribed by law for service of process of subpoenasissued by the district court of this
state. When a subpoena under this subdivision is served on a third-party recordkeeper, written
notice of the subpoena shall be mailed to the person who is the subject of the subpoenaed material
at the person’ sTast known address within three days of the day the subpoenais served. This hotice
provision does not apply if there is reasonabl e cause to believe the giving of the notice may lead to
interference with the production of the subpoenaed documents.

(c) A person served with a subpoena may make a written objection to the public authority or
court before the time specified in the subpoena for compliance. The public authority or the court
shall cancel or modify the subpoena, if appropriate. The public authority shall pay the reasonable
costs of producing the documents, if requested.

(d) Subpoenas shall be enforceable in the same manner as subpoenas of the district court, in
proceedings initiated by complaint of the public authority in the district court.

Sec. 58. Minnesota Statutes 1996, section 518.5512, is amended by adding a subdivision to
read:

Subd. 7. [CONTROLLING ORDER DETERMINATION.] The public authority or a party may
request the office of administrative hearings to determine a controlling order according to section
518C.207, paragraph (c).

Sec. 59. Minnesota Statutes 1996, section 518.575, is amended to read:
518.575 [PUBLICATION OF NAMES OF DELINQUENT CHILD SUPPORT OBLIGORS]

Subdivision 1. [PBLICATHON-OF MAKING NAMES PUBLIC.] Fwice-each-year; At least
once each year, The commissioner of human serV| ces in consultatl on with the attorney generdl,
shall publish alist of the names and-a ) » ch-person and other identifying
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information of no more than 25 personswho (1) isaare child support obhger obligors, (2) isareat
Ieast $&9@9 $10 000 in arreara anel (3) an Y

compllance with a wrltten payment agreement regardr ng both current support and arrearages
approved by the court, an administrative [aw judge, or the public authority, (4) cannot currently be
located by the public authority for the purposes of enforcing a support order, and (5) have not
made a support payment except tax intercept payments, in the preceding 12 months.

Identifying information may include the obligor's name, last known address, amount owed,
date of hirth, photograph, the number of children for whom support is owed, and any additional
information about the obligor that would assist in identifying or locating the obligor. The
commissioner and attorney general may use posters, media presentations, € ectronic technology,
and other means that the commissioner and attorney general determine are appropriate for
dissemination of the information, including publication on the Internet. The commissioner and
attorney genera may make any or al of the identifying information regarding these persons
public. Information regarding an obligor who meets the criteria in this subdivision will only be
made public subsequent to that person’s selection by the commissioner and attorney general.

Before publishing making public the name of the obligor, the department of human services
shall send a notice to the obligor’s Iast known address which states the department’s i ;t(entloglto
wes make public
information on the obllgor The notlce must also provrde an opportunity to have the obligor's
name removed from the list by paying the arrearage or by entering into an agreement to pay the
arrearage, and or by providing information to the public authority that there is good cause not to
make the information public. The notice must include the final date when the payment or
agreement can be accepted.

The department of human services shall mserkwrth#eneﬁeeseerﬁ%etheebhgeeﬂahenee

obtaln the written consentof the obllgee to make the name of the obllgor

public.

Subd. 2. [NAMES PUBLISHED IN ERROR.] If the commissioner publishes makes public a
name under subdivision 1 which isin error, the commissioner must also offer to publish a printed
retraction and a public apology acknowledging that the name was published made public in error.
If the person whose name was made public in error elects the public retraction and apology, the
retraction and apology must appear in each-publication-that-included the same medium and the

same format as the or|g|nal notice Wlth the name Ilsted |n errorﬂanekmmuseappeapmthe&\me

Sec. 60. [518.6111] [INCOME WITHHOLDING.]
Subdivision 1. [DEFINITIONS] (a) For the purpose of this section, the following terms have

the meanings provided in this subdivision unless otherwise stated.

(b) "Payor of funds' means any person or entity that provides funds to an obligor, including an
employer as defined under chapter 24 of the Internal Revenue Code, section 3401(d), an
independent contractor, payor of worker’s compensation benefits or reemployment insurance, or a
financia institution as defined in section 13B.06.
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(c) "Business day" means a day on which state offices are open for regular business.

(d) "Arrears' means amounts owed under a support order that are past due.

Subd. 2. [APPLICATION.] This section applies to all support orders issued by a court or an
administrative tribunal and orders for or notices of withholding issued by the public authority
according to section 518.5512, subdivision 6, paragraph (a), clause (4).

Subd. 3. [ORDER.] Every support order must address income withholding. Whenever a
support order is initially entered or modified, the full amount of the support order must be
withheld from the income of the obligor and forwarded to the public authority. Every order for
support or maintenance shall provide for a conspicuous notice of the provisions of this section that
complies with section 518.68, subdivision 2. An order without this notice remains subject to this
section. This section applies regardless of the source of income of the person obligated to pay the
support or maintenance.

A payor of funds shall implement income withholding according to this section upon receipt of
an order for or notice of withholding. The notice of withholding shall be on aform provided by the
commissioner of human services.

Subd. 4. [COLLECTION SERVICES.] The commissioner of human services shall prepare and
make available to the courts a notice of services that explains child support and maintenance
collection services available through the public authority, including income withholding. Upon
receiving a petition for dissolution of marriage or Tegal separation, the court administrator shall
promptly send the notice of services to the petitioner and respondent at the addresses stated in the

petition.

Upon receipt of a support order requiring income withholding, a petitioner or respondent, who
is not a recipient of public assistance and does not receive child support services from the public
authority, shall apply to the public authority for either full child support collection services or for
income withholding only services.

For those persons applying for income withholding only services, a monthly service fee of $15
must be charged to the abligor. Thisfeeisin addition to the amount of the support order and shall
be withheld through income withholding. The public authority shall explain the service optionsin
this section to the affected parties and encourage the application for full child support collection
services.

Subd. 5. [PAYOR OF FUNDS RESPONSIBILITIES] (a) An order for or notice of
withholding is binding on a payor of funds upon receipt. Withholding must begin no later than the
first pay period that occurs after 14 days following the date of receipt of the order for or notice of
withholding. In the case of afinancial institution, preauthorized transfers must occur in accordance
with a court-ordered payment schedule.

(b) A payor of funds shall withhold from the income payable to the obligor the amount
specified in the order or notice of withholding and amounts specified under subdivisions 6 and 9
and shall remit the amounts withheld to the public authority within seven business days of the date
the obligor is paid the remainder of the income. The payor of funds shall include with the
remittance the socia security number of the obligor, the case type indicator as provided by the
public authority and the date the obligor is paid the remainder of the income. The obligor is
considered to have paid the amount withheld as of the date the obligor received the remainder of
the income. A payor of funds may combine all amounts withheld from one pay period into one
payment to each public authority, but shall separately identify each obligor making payment.

(c) A payor of funds shall not discharge, or refuse to hire, or otherwise discipline an employee
as a result of wage or sdlary withholding authorized by this section. A payor of funds shall be
liable to the obligee for any amounts required to be withheld. A payor of funds that fails to
withhold or transfer funds in accordance with this section is also liable to the obligee for interest
on the funds at the rate applicable to judgments under section 549.09, computed from the date the
funds were required to be withheld or transferred. A payor of funds is liable for reasonable
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attorney fees of the obligee or public authority incurred in enforcing the liability under this
paragraph. A payor of funds that has failed to comply with the requirements of this section is
subject to contempt sanctions under section 518.615. If the payor of funds is an employer or
independent contractor and violates this subdivision, a court may award the obligor twice the
wages lost as a result of this vidlation. If a court finds a payor of funds violated this subdivision,
the court shall impose a civil fine of not Tess than $500.

(d) If a single employee is subject to multiple withholding orders or multiple notices of
withholding for the support of more than one child, the payor of funds shall comply with al of the
orders or notices to the extent that the total amount withheld from the obligor’s income does not
exceed the Timits imposed under the Consumer Credit Protection Act, Chapter 15 of the United
States Code section 1637(b), giving priority to amounts designated in each order or notice as
current support as follows:

(1) if the total of the amounts designated in the orders for or notices of withholding as current
support exceeds the amount available for income withholding, the payor of funds shall alocate to
each order or notice an amount for current support equa to the amount designated in that order or
notice as current support, divided by the total of the amounts designated in the orders or notices as
current support, multiplied by the amount of the income available for income withholding; and

(2) if the total of the amounts designated in the orders for or notices of withholding as current
support does not exceed the amount available for income withholding, the payor of funds shall pay
the amounts designated as current support, and shall alocate to each order or notice an amount for
past due support, equal to the amount designated in that order or notice as past due support,
divided by the total of the amounts designated in the orders or notices as past due support,
multiplied by the amount of income remaining available for income withholding after the payment
of current support.

(e) When an order for or notice of withholding is in effect and the obligor's employment is
terminated, the obligor and the payor of funds shall notify the public authority of the termination
within ten days of the termination date. The termination notice shal include the obligor’s home
address and the name and address of the obligor’s new payor of funds, if known.

(f) A payor of funds may deduct one dollar from the obligor’'s remaining salary for each
payment made pursuant to an order for or notice of withholding under this section to cover the
expenses of withholding.

Subd. 6. [FINANCIAL INSTITUTIONS] (a) If income withholding is ineffective due to the
obligor’s method of obtaining income, the court shall order the obligor to identify a child support
deposit account owned solely by the obligor, or to establish an account, in a financial institution
located in this state for the purpose of depositing court-ordered child support payments. The court
shall order the obligor to execute an agreement with the appropriate public authority for
preauthorized transfers from the obligor’s child support account payable to an account of the
public authority. The court shal order the obligor to disclose to the court all deposit accounts
owned by the obligor in whole or in part in any financia institution. The court may order the
obligor to disclose to the court the opening or closing of any deposit account owned in whole or in
part by the obligor within 30 days of the opening or closing. The court may order the obligor to
execute an agreement with the appropriate public authority for preauthorized transfers from any
deposit account owned in whole or in part by the obligor to the obligor’s child support deposit
account if necessary to satisfy court-ordered child support payments. The court may order a
financid institution to disclose to the court the account number and any other information
regarding accounts owned in whole or in part by the obligor. An obligor who fails to comply with
this subdivision, fails to deposit funds in at Teast one deposit account sufficient to pay
court-ordered child support, or stops payment or revokes authorization of any preauthorized
transfer is subject to contempt of court procedures under chapter 588.

(b) A financia institution shall execute preauthorized transfers for the deposit accounts of the
obligor in the amount specified in the order and amounts required under this section as directed by
the public authority. A financid indtitution is liable to the obligee if fundsin any of the obligor's
deposit accounts identified in the court order equal the amount stated in the preauthorization
agreement but are not transferred by the financial ingtitution in accordance with the agreement.
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Subd. 7. [SUBSEQUENT INCOME WITHHOLDING.] (a) This subdivision appliesto support
orders that do not contain provisions for income withholding.

(b) For cases in which the public authority is providing child support enforcement services to
the parties, the income withholding under this subdivision shall take effect without prior judicial
notice to the obligor and without the need for judicia or administrative hearing. Withholding shall
result when:

(1) the obligor requests it in writing to the public authority;

(2) the obligee or obligor serves on the public authority a copy of the notice of income
withholding, a copy of the court’s order, an application, and the fee to use the public authority’s
collection services; or

(3) the public authority commences withholding according to section 518.5512, subdivision 6,
paragraph (a), clause (4).

(c) For casesin which the public authority is not providing child support servicesto the parties,
income withholding under this subdivision shall take effect when an obligee requestsit by making
a written motion to the court and the court finds that previous support has not been paid on a
timely consistent basis or that the obligor has threatened expressly or otherwise to stop or reduce

payments;

(d) Within two days after the public authority commences withholding under this subdivision,
the public authority shall send to the obligor at the obligor’'s last known address, notice that
withholding has commenced. The notice shall include the information provided to the payor of
funds in the notice of withholding.

Subd. 8. [CONTEST.] (a) The obligor may contest withholding under subdivision 7 on the
limited grounds that the withholding or the amount withheld is improper due to mistake of fact. If
the obligor chooses to contest the withholding, the obligor must do so no later than 15 days after
the employer commences withholding, by doing all of the following:

(1) file a request for contested hearing according to section 518.5511, subdivision 4, and
include in the request the alleged mistake of fact;

(2) serve a copy of the request for contested hearing upon the public authority and the obligee;
and

(3) secure a date for the contested hearing no later than 45 days after receiving notice that
withholding has commenced.

(b) The income withholding must remain in place while the obligor contests the withholding.

(c) If the court finds a mistake in the amount of the arrearage to be withheld, the court shall
continue the income withholding, but it shall correct the amount of the arrearage to be withheld.

Subd. 9. [PRIORITY.] (&) An order for or notice of withholding under this section or execution
or garnishment upon a judgment for child support arrearage or preadjudicated expenses shall have
priority over an attachment, execution, garnishment, or wage assignment and shall not be subject
to the statutory limitations on amounts levied against the income of the obligor. Amounts withheld
from an employee’s income must not exceed the maximum permitted under the Consumer Credit
Protection Act, title 15 of the United States Code, section 1673(b).

(b) If more than one order for or notice of withholding exists involving the same obligor and
child, the public authority shall enforce the most current order or notice. An order for or notice of
withholding that was previously implemented according to this section shall end as of the date of
the most current order. The public authority shall notify the payor of funds to withhold under the
most current withholding order or notice.

Subd. 10. [ARREARAGE ORDER\] (@) This section does not prevent the court from ordering
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the payor of funds to withhold amounts to satisfy the obligor’ s previous arrearage in support order
payments. This remedy shall not operate to exclude availability of other remedies to enforce
judgments. The employer or payor of funds shall withhold from the obligor’ sincome an additional
amount equal to 20 percent of the monthly child support or maintenance obligation until the
arrearage is paid.

(b) Notwithstanding any law to the contrary, funds from income sources included in section
518.54, subdivision 6, whether periodic or fTump sum, are not exempt from attachment or
execution upon a judgment for child support arrearage.

(c) Absent an order to the contrary, if an arrearage exists at the time a support order would
otherwise terminate, income withholding shall continue in effect or may be implemented in an
amount equal to the support order plus an additional 20 percent of the monthly child support
obligation, until al arrears have been paid in full.

Subd. 11. [LUMP-SUM PAYMENTS.] Before transmittal to the obligor of a lump-sum
payment of $500 or more including, but not limited to, severance pay, accumulated sick pay,
vacation pay, bonuses, commissions, or other pay or benefits, a payor of funds:

(1) who has been served with an order for or notice of income withholding under this section
shall:

(i) notify the public authority of the lump-sum payment that is to be paid to the obligor;

(ii) hold the lump-sum payment for 30 days after the date on which the lump-sum payment
would otherwise have been paid to the obligor, notwithstanding sections 176.221, 176.225,
176.521, 181.08, 181.101, 181.11, 181.13, and 181.145, and Minnesota Rules, part 1415.2000,
subpart 10; and

(iii) upon order of the court, and after a showing of past willful nonpayment of support, pay any
specified amount of the lump-sum payment to the public authority for future support; or

(2) shal pay the lessor of the amount of the lump-sum payment or the total amount of the
judgment and arrearages upon service by United States mail of a sworn affidavit from the public
authority or a court order that includes the following information:

(i) that a judgment entered pursuant to section 548.091, subdivision 1a, exists against the
obligor, or that other support arrearages exist;

(i) the current balance of the judgment or arrearage; and

(iii) that a portion of the judgment or arrearage remains unpaid.

The Consumer Credit Protection Act, title 15 of the United States Code, section 1673(b), does
not apply to lump-sum payments.

Subd. 12. [INTERSTATE INCOME WITHHOLDING.] (& Upon receipt of an order for
support entered in another state and the specified documentation from an authorized agency, the
public authority shall implement income withholding. A payor of fundsin this state shall withhold
income under court orders for withholding issued by other states or territories.

(b) An employer receiving an income withholding notice from another state shall withhold and
distribute the funds as directed in the withholding notice and shall apply the law of the obligor’s
principal place of employment when determining:

(1) the employer’s fee for processing an income withholding notice;

(2) the maximum amount permitted to be withheld from the obligor’s income; and

(3) deadlines for implementing and forwarding the child support payment.

(c) An obligor may contest withholding under this subdivision pursuant to section 518C.506.
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Subd. 13. [ORDER TERMINATING INCOME WITHHOLDING.] (@) An order terminating
income withholding must specify the effective date of the order and reference the initial order or
decree that establishes the support obligation and shall be entered once the following conditions
have been met:

(1) the obligor serves written notice of the application for termination of income withholding
by mail upon the obligee at the obligee’ slast known mailing address, and a duplicate copy of the
application is served on the public authority;

(2) the application for termination of income withholding specifies the event that terminatesthe
support obligation, the effective date of the termination of the support obligation, and the
applicable provisions of the order or decree that established the support obligation; and

(3) the application includes the complete name of the obligor’s payor of funds, the business
mailing address, the court action and court file number, and the support and collections file
number, if known.

(b) After receipt of the application for termination of income withholding, the obligee or the
public authority fails within 20 days to request a contested hearing on the issue of whether income
withholding of support should continue clearly specifying the basis for the continued support
obligation and, ex parte, to stay the service of the order terminating income withholding upon the
obligor’'s payor of funds, pending the outcome of the contest hearing.

Subd. 14. [TERMINATION BY THE PUBLIC AUTHORITY.] If the public authority
determines that income withholding is no longer applicable, the public authority shall notify the
obligee and the obligor of intent to terminate income withholding.

Five days following notification to the obligee and obligor, the public authority shall issue a
notice to the payor of funds terminating income withholding, without a requirement for a court
order unless the obligee has requested a contested hearing under section 518.5511, subdivision 4.

Subd. 15. [CONTRACT FOR SERVICE.] To carry out the provisions of this section, the
public authority responsible for child support enforcement may contract for services, including the
use of eectronic funds transfer.

Subd. 16. [WAIVER. (&) If child support or maintenance is not assigned under section
256.741, the court may waive the requirements of this section if the court finds there is no
arrearage in child support and maintenance as of the date of the hearing and:

(1) one party demonstrates and the court finds there is good cause to waive the requirements of
this section or to terminate an order for or notice of income withholding previously entered under
this section; or

(2) al parties reach an agreement and the agreement is approved by the court after a finding
that the agreement is likely to result in regular and timely payments. The court’s findings waiving
the requirements of this paragraph shall include a written explanation of the reasons why income
withholding would not be in the best interests of the child.

In addition to the other requirements in this subdivision, if the case involves a modification of
support, the court shall make a finding that support has been timely made.

(b) If the court waives income withholding, the obligee or obligor may at any time regquest
income withholding under subdivision 7.

Subd. 17. [NONLIABILITY; PAYOR OF FUNDS.] A payor of funds who complies with an
income withholding order or notice of withholding according to this chapter or chapter 518C, that
appears regular on its face shall not be subject to civil liability to any individua or agency for
taking action in compliance with the order or notice.

Subd. 18. [ELECTRONIC TRANSMISSION.] Orders or notices for withholding under this
section may be transmitted for enforcement purposes by electronic means.
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Sec. 61. Minnesota Statutes 1996, section 518.616, is amended by adding a subdivision to read:

Subd. 1la. [COURT ORDERS FOR CHILDREN RECEIVING PUBLIC ASSISTANCE.] For
any order enforced by the public authority for children receiving assistance under any of the
programs referred to in section 256.741, subdivision 1, the public authority may seek a court order
requiring the obligor to participate in work activities if the obligor isin arrearsin child support.
Work activities include the following:

(1) unsubsidized employment;

(2) subsidized private sector employment;

(3) subsidized public sector employment or work experience only if sufficient private sector
employment is unavailable;

(4) on-the-job training;

(5) job search and job readiness;

(6) education directly related to employment, in the case of an abligor who:

(i) has not attained 20 years of age; and

(i) has not received a high school diploma or certificate of high school equivalency;

(7) job skills training directly related to employment;

(8) satisfactory attendance at a secondary school in the case of an obligor who:

() has not completed secondary school; and

(i) is a dependent child, or a head of a household and who has not attained 20 years of age; and

(9) vocational educational training, not to exceed 12 months with respect to any individual.
Sec. 62. [518.618] [COLLECTION; ARREARS ONLY'.]

(@) Remedies available for the collection and enforcement of support in this chapter and
chapters 256, 257, and 518C also apply to cases in which the child or children for whom supportis
owed are emancipated and the obligor owes past support or has an accumulated arrearage as of the
date of the youngest child’ s emancipation.

(b) This section applies retroactively to any support arrearage that accrued on or before the date
of enactment and to al arrearages accruing after the date of enactment.

Sec. 63. Minnesota Statutes 1996, section 518.64, subdivision 2, is amended to read:

Subd. 2. [MODIFICATION.] (a) The terms of an order respecting maintenance or support may
be modified upon a showing of one or more of the following: (1) substantially increased or
decreased earnings of a party; (2) substantially increased or decreased need of a party or the child
or children that are the subject of these proceedings; (3) receipt of assistance under sections 256.72
to 256.87 or 256B.01 to 256B.40; (4) achangein the cost of living for either party as measured by
the federal bureau of statistics, any of which makes the terms unreasonable and unfair; (5)
extraordinary medical expenses of the child not provided for under section 518.171; or (6) the
addition of work-related or education-related child care expenses of the obligee or a substantial
increase or decrease in existing work-related or education-related child care expenses.

(b) It is presumed that there has been a substantial change in circumstances under
aragraph (a) and the terms of a current support order shall be rebuttably presumed {o
be unreasonable and unfair if:

(1) the application of the child support guidelines in section 518.551, subdivision 5, to the
current circumstances of the parties results in a calculated court order that is at least 20 percent
and at least $50 per month higher or lower than the current support order-;
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(2) the medical support provisions of the order established under section 518.171 are not
enforceable by the public authority or the custodia parent;

(3) health coverage ordered under section 518.171 is not available to the child for whom the
order is established by the parent ordered to provide, or

(4) the existing support obligationisin the form of a statement of percentage and not a specific
dollar amount.

{b) (c) On a motion for modification of maintenance, including a motion for the extension of
the duration of a maintenance award, the court shall apply, in addition to all other relevant factors,
the factors for an award of maintenance under section 518.552 that exist at the time of the motion.
On a motion for modification of support, the court:

(1) shall apply section 518551, subdivison 5, and shall not consider the financial
circumstances of each party’s spouse, if any; and

(2) shall not consider compensation received by a party for employment in excess of a 40-hour
work week, provided that the party demonstrates, and the court finds, that:

(i) the excess employment began after entry of the existing support order;
(ii) the excess employment is voluntary and not a condition of employment;

(iii) the excess employment is in the nature of additional, part-time employment, or overtime
employment compensable by the hour or fractions of an hour;

(iv) the party’s compensation structure has not been changed for the purpose of affecting a
support or maintenance obligation;

(v) in the case of an abligor, current child support payments are at least equal to the guidelines
amount based on income not excluded under this clause; and

(vi) in the case of an obligor who isin arrearsin child support payments to the obligee, any net
incforne from excess employment must be used to pay the arrearages until the arrearages are paid
in full.

(¢) (d) A modification of support or maintenance may be made retroactive only with respect to
any period during which the petitioning party has pending a motion for modification but only from
the date of service of notice of the motion on the responding party and on the public authority if
public assistance is being furnished or the county attorney is the attorney of record. However,
modification may be applied to an earlier period it the court makes express findings that the party
seeking modification was precluded from serving a maotion by reason of a significant physical or
mental disability, a material misrepresentation of another party, or fraud upon the court and that
the party seeking modification, when no longer precluded, promptly served a motion. The court
may provide that a reduction in the amount allocated for child care expenses based on a substantial
decrease in the expenses is effective as of the date the expenses decreased.

{d) (e) Except for an award of the right of occupancy of the homestead, provided in section
518.63, al divisions of real and personal property provided by section 518.58 shall be final, and
may be revoked or modified only where the court finds the existence of conditions that justify
reopening a judgment under the laws of this state, including motions under section 518.145,
subdivision 2. The court may impose alien or charge on the divided property at any time while the
property, or subsegquently acquired property, is owned by the parties or either of them, for the
payment of maintenance or support money, or may sequester the property as is provided by
section 518.24.

{e} (f) The court need not hold an evidentiary hearing on a motion for modification of
maintenance or support.

(f) (9) Section 518.14 shall govern the award of attorney fees for motions brought under this
subdivision.
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Sec. 64. Minnesota Statutes 1996, section 518.641, subdivision 2, is amended to read:

Subd. 2. [CONDITIONS.] No adjustment under this section may be made unless the order
provides for it and until the following conditions are met:

(a) the obligee er-public-autherity serves notice of its the application for adjustment by mail on
the obligor at the obligor’s last known address at |east 20 days before the effective date of the
adjustment;

(b) the notice to the obligor informs the obligor of the date on which the adjustment in
payments will become effective; and

(c) after receipt of notice and before the effective day of the adjustment, the obligor fails to
request a hearing on the issue of whether the adjustment should take effect, and ex parte, to stay
imposition of the adjustment pending outcome of the hearing; or

(d) the public authority sends notice of its application for adjustment to the obligor at the
obligor’s last known address at least 20 days before the effective date of the adjustment, and the
notice informs the obligor of the date on which the adjustment will become effective and the
procedures for contesting the adjustment according to section 518.5512.

Sec. 65. Minnesota Statutes 1996, section 518.68, subdivision 2, is amended to read:

Subd. 2. [CONTENTS.] The required notices must be substantially as follows:
IMPORTANT NOTICE
1. PAYMENTS TO PUBLIC AGENCY

Pursuant According to Minnesota Statutes, section 518.551, subdivision 1, payments ordered
for maintenance and support must be paid to the public agency responsible for child support
enforcement as long as the person entitled to receive the payments is receiving or has applied
for public assistance or has applied for support and maintenance collection services. MAIL
PAYMENTS TO:

2. DEPRIVING ANOTHER OF CUSTODIAL OR PARENTAL RIGHTS -- A FELONY

A person may be charged with afelony who conceals a minor child or takes, obtains, retains, or
fails to return a minor child from or to the child’'s parent (or person with custodial or visitation
rights), pursdant according to Minnesota Statutes, section 609.26. A copy of that section is
available from any district court clerk.

3. RULES OF SUPPORT, MAINTENANCE, VISITATION

(a) Payment of support or spousal maintenance is to be as ordered, and the giving of gifts or
making purchases of food, clothing, and the like will not fulfill the obligation.

(b) Payment of support must be made as it becomes due, and failure to secure or denial of rights
of visitation is NOT an excuse for nonpayment, but the aggrieved party must seek relief
through a proper motion filed with the court.

(c) Nonpayment of support is not grounds to deny visitation. The party entitled to receive
support may apply for support and collection services, file a contempt motion, or obtain a
judgment as provided in Minnesota Statutes, section 548.091.

(d) The payment of support or spousal maintenance takes priority over payment of debts and
other obligations.

(e) A party who accepts additional obligations of support does so with the full knowledge of the
party’s prior obligation under this proceeding.

(f) Child support or maintenance is based on annual income, and it is the responsibility of a
person with seasonal employment to budget income so that payments are made throughout the
year as ordered.
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(9) If thereis alayoff or a pay reduction, support may be reduced as of the time of the layoff or
pay reduction if a motion to reduce the support is served and filed with the court at that time,
but any such reduction must be ordered by the court. The court is not permitted to reduce
support retroactively, except as provided in Minnesota Statutes, section 518.64, subdivision 2,

paragraph (c).

4. PARENTAL RIGHTS FROM MINNESOTA STATUTES, SECTION 518.17, SUBDIVISION

3

Unless otherwise provided by the Court:

(a) Each party has the right of access to, and to receive copies of, school, medical, denta,
religious training, and other important records and information about the minor children. Each
party has the right of access to information regarding health or dental insurance availableto the
minor children. Presentation of a copy of this order to the custodian of a record or other
information about the minor children constitutes sufficient authorization for the release of the
record or information to the requesting party.

(b) Each party shall keep the other informed as to the name and address of the school of
attendance of the minor children. Each party has the right to be informed by school officials
about the children’s welfare, educational progress and status, and to attend school and parent
teacher conferences. The schoal is not required to hold a separate conference for each party.

(c) In case of an accident or serious illness of a minor child, each party shall notify the other
party of the accident or illness, and the name of the health care provider and the place of
treatment.

(d) Each party has the right of reasonable access and tel ephone contact with the minor children.

5. WAGE AND INCOME DEDUCTION OF SUPPORT AND MAINTENANCE

Child support and/or spousal maintenance may be withheld from income, with or without
notice to the person obligated to pay, when the conditions of Minnesota Statutes, sections
518.611 and 518.613, have been met. A copy of those sections is available from any district
court clerk.

6. CHANGE OF ADDRESS OR RESIDENCE

Unless otherwise ordered, 3l i al 3
each party shall notify the person-entitled to receive the payment other party the court, and the

public authority responsible for collection, if applicable, of a-change of address-orresidence the
following information within 60 ten days of the-address-orresidence change any change: the

residential and mailing address, telephone number, driver's license number, social security
number, and name, address, and telephone number of the employer.

7. COST OF LIVING INCREASE OF SUPPORT AND MAINTENANCE

Child support and/or spousal maintenance may be adjusted every two years based upon a
change in the cost of living (using Department of Labor Consumer Price Index .......... , unless
otherwise specified in this order) when the conditions of Minnesota Statutes, section 518.641,
are met. Cost of living increases are compounded. A copy of Minnesota Statutes, section
518.641, and forms necessary to request or contest a cost of living increase are available from
any district court clerk.

8. JUDGMENTS FOR UNPAID SUPPORT

If a person fails to make a child support payment, the payment owed becomes a judgment
against the person responsible to make the payment by operation of law on or after the date the
payment is due, and the person entitled to receive the payment or the public agency may obtain
entry and docketing of the judgment WITHOUT NOTICE to the person responsible to make
the payment under Minnesota Statutes, section 548.091. Interest begins to accrue on a payment
or installment of child support whenever the unpaid amount due is greater than the current
support due, pursuant according to Minnesota Statutes, section 548.091, subdivision la



34TH DAY] TUESDAY, APRIL 8, 1997 1559

9. JUDGMENTS FOR UNPAID MAINTENANCE

A judgment for unpaid spousal maintenance may be entered when the conditions of Minnesota
Statutes, section 548.091, are met. A copy of that section is available from any district court
clerk.

10. ATTORNEY FEES AND COLLECTION COSTS FOR ENFORCEMENT OF CHILD
SUPPORT

A judgment for attorney fees and other collection costs incurred in enforcing a child support
order will be entered against the person responsible to pay support when the conditions of
section 518.14, subdivision 2, are met. A copy of section 518.14 and forms necessary to request
or contest these attorney fees and collection costs are available from any district court clerk.

11. VISITATION EXPEDITOR PROCESS

On request of either party or on its own motion, the court may appoint a visitation expeditor to
resolve visitation disputes under Minnesota Statutes, section 518.1751. A copy of that section
and a description of the expeditor process is available from any district court clerk.

12. VISITATION REMEDIES AND PENALTIES

Remedies and penalties for the wrongful denial of visitation rights are available under
Minnesota Statutes, section 518.175, subdivision 6. These include compensatory visitation;
civil penaties bond requirements contempt, and reversal of custody. A copy of that
subdivision and forms for requesting relief are available from any district court clerk.

Sec. 66. Minnesota Statutes 1996, section 550.37, subdivision 24, is amended to read:

Subd. 24. [EMPLOY EE BENEFITS.] The debtor’ s right to receive present or future payments,
or payments received by the debtor, under a stock bonus, pension, profit sharing, annuity,
individual retirement account, individua retirement annuity, simplified employee pension, or
similar plan or contract on account of illness disability, death, age, or length of service:

(1) to the extent the plan or contract is described in section 401(a), 403, 408, or 457 of the
Internal Revenue Code of 1986, as amended, or payments under the plan or contract are or will be
rolled over as provided in section 402(a)(5), 403(b)(8), or 408(d)(3) of the Internal Revenue Code
of 1986, as amended; or

(2) to the extent of the debtor’s aggregate interest under all plans and contracts up to a present
value of $30,000 and additional amounts under all the plans and contracts to the extent reasonably
necessary for the support of the debtor and any spouse or dependent of the debtor.

The exemptions in this subdivision do not apply when the debt is owed pursuant to a support
order as defined in section 518.54, subdivision 4a.

Sec. 67. [CHILD SUPPORT ENFORCEMENT PROGRAM; SERVICES DELIVERY
STUDY ]

The commissioner of human services, in consultation with the commissioner’'s advisory
committee, shall conduct a study of the overdl state child support enforcement delivery system
and shall recommend to the legislature a program design that will best meet the following goals.

(1) comply with all state and federal laws and regulations;

(2) deliver child support and paternity services in a timely manner;

(3) meet federal performance criteria;

(4) provide respectful and efficient service to custodial and noncustodial parents;

(5) make efficient use of public money funding the program; and
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(6) provide a consistent level of services throughout the state.

The study may make specific recommendations regarding staffing, training, program
administration, customer access to services, use of technology, and other features of a successful
child support program. The commissioner may contract with a private vendor to complete the
study. The commissioner shall provide the study and recommendationsto the legislature by July 1,
1998.

Sec. 68. [AGENCY CONSULTATION ON SUSPENDING RECREATIONAL LICENSES]

The commissioner shall consult with other state agencies to establish procedures to meet
federal requirements to suspend recreational Ticenses of child support obligors who fail to pay

child support.
Sec. 69. [INSTRUCTION TO REVISOR|]

In each section of Minnesota Statutes listed below, the revisor shall delete the references to
sections 518.611 or 518.613 and insert a reference to section 518.6111; 69.51; 69.62; 144C.09,
subdivision 2; 268.072, subdivision 6; 352.15, subdivision 1; 352.96, subdivision 6; 352B.071;
353.15, subdivision 1; 354.10, subdivision 1; 354A.11; 354B.30; 354C.165; 383B.51; 422A.24;
423.39; 423.61; 423.813; 423A.16; 423B.17; 424.27; 424A.02, subdivison 6; 490.126,
subdivision 5; 518.171, subdivisions 1, 2a, and 8; 518.5853, subdivision 7; 5518.614, subdivision
3; 518.615, subdivision 1; 518.616, subdivision 1; 518.617, subdivision 2; 518.645; 518.68,
subdivision 2; 550.136, subdivision 4; 551.06, subdivision 4; 571.81, subdivision 2; 571.923;
518.5853, subdivision 5; 518.614, subdivision 1; 518.615, subdivision 1; 518.616, subdivision 1;
5136617, subdivision 2; 518.68, subdivision 2; 518C.101; 518C.501; 518C.605; and 548.091,
subdivision 1a

The revisor shall change the coding of Minnesota Statutes 1996, section 518C.502, to section
518C.507.

Sec. 70. [REPEALER.]
(a) Minnesota Statutes 1996, section 518C.9011, is repeaed.

(b) Minnesota Statutes 1996, sections 256.74; 256.979, subdivision 9; 518.5511, subdivisions5,
6, 7, 8 and 9; 518.611; 518.613; 518.645; and 518C.502, are repealed effective July 1, 1997.

ARTICLE 2
Section 1. Minnesota Statutes 1996, section 13.46, subdivision 2, is amended to read:

Subd. 2. [GENERAL.] (&) Unless the datais summary data or a statute specifically provides a
different classification, data on individuals collected, maintained, used, or disseminated by the
welfare system is private data on individuals, and shall not be disclosed except:

(1) pursuant to section 13.05;
(2) pursuant to court order;
(3) pursuant to a statute specifically authorizing access to the private data;

(4) to an agent of the welfare system, including a law enforcement person, attorney, or
investigator acting for it in the investigation or prosecution of a criminal or civil proceeding
relating to the administration of a program;

(5) to personnel of the welfare system who require the data to determine eligibility, amount of
assistance, and the need to provide services of additiona programs to the individual,

(6) to administer federal funds or programs,

(7) between personnel of the welfare system working in the same program,;
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(8) the amounts of cash public assistance and relief paid to welfare recipients in this state,
including their names, social security numbers, income, addresses, and other data as required,
upon request by the department of revenue to administer the property tax refund law, supplemental
housing allowance, early refund of refundable tax credits, and the income tax. "Refundable tax
credits’ means the dependent care credit under section 290.067, the Minnesota working family
credit under section 290.0671, the property tax refund under section 290A.04, and, if the required
federal waiver or waivers are granted, the federal earned income tax credit under section 32 of the
Internal Revenue Code;

(9) to the Minnesota department of economic security for the purpose of monitoring the
eigibility of the data subject for reemployment insurance, for any employment or training
program administered, supervised, or certified by that agency, or for the purpose of administering
any rehabilitation program, whether alone or in conjunction with the welfare system, and to verify
receipt of energy assistance for the telephone assistance plan;

(10) to appropriate parties in connection with an emergency if knowledge of the informationis
necessary to protect the health or safety of the individual or other individuals or persons,

(11) data maintained by residential programs as defined in section 245A.02 may be disclosed to
the protection and advocacy system established in this state pursuant to Part C of Public Law
Number 98-527 to protect the legal and human rights of persons with mental retardation or other
related conditionswho live in residential facilitiesfor these personsif the protection and advocacy
system receives a complaint by or on behalf of that person and the person does not have a legal
guardian or the state or a designee of the state is the legal guardian of the person;

(12) to the county medical examiner or the county coroner for identifying or locating relatives
or friends of a deceased person;

(13) data on a child support obligor who makes payments to the public agency may be
disclosed to the higher education services office to the extent necessary to determine digibility
under section 136A.121, subdivision 2, clause (5);

(14) participant social security numbers and names collected by the telephone assistance
program may be disclosed to the department of revenue to conduct an electronic data match with
the property tax refund database to determine eligibility under section 237.70, subdivision 4a;

(15) the current address of a recipient of aid to families with dependent children may be
disclosed to law enforcement officers who provide the name and social security number of the
recipient and satisfactorily demonstrate that: (i) the recipient is a fugitive felon, including the
grounds for this determination; (ii) the location or apprehension of the felon is within the law
enforcement officer’s official duties, and (iii) the request is made in writing and in the proper
exercise of those duties;

(16) the current address of a recipient of genera assistance, work readiness, or general
assistance medical care may be disclosed to probation officers and corrections agents who are
supervising the recipient, and to law enforcement officers who are investigating the recipient in
connection with a felony level offense;

(17) information obtained from food stamp applicant or recipient households may be disclosed
to local, state, or federal law enforcement officials, upon their written request, for the purpose of
investigating an alleged violation of the food stamp act, in accordance with Code of Federa
Regulations, title 7, section 272.1(c);

(18) dataon-acertain |nformat|on regardl ng chi Id support obliger obli %ors who isarein arrears
may be disclosed ant made public according to section
518.575;

(19) data on child support payments made by a child support obligor, data on the enforcement
actions undertaken by the public authority and the status of those actions, and data on the income
of the obligor or obligee may be disclosed to the ebligee other party;
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(20) data in the work reporting system may be disclosed under section 256.998, subdivision 7;

(21) to the department of children, families, and learning for the purpose of matching
department of children, families, and learning student data with public assistance data to determine
students eligible for free and reduced price meals, mea supplements, and free milk pursuant to
United States Code, title 42, sections 1758, 1761, 1766, 1766a, 1772, and 1773; to produce
accurate numbers of students receiving aid to families with dependent children as required by
section 124.175; and to allocate federal and state funds that are distributed based on income of the
student’s family; or

(22) the current address and telephone number of program recipients and emergency contacts
may be released to the commissioner of health or a local board of heath as defined in section
145A.02, subdivision 2, when the commissioner or local board of health has reason to believe that
a program recipient is a disease case, carrier, suspect case, or at risk of illness, and the data are
necessary to locate the person; or

(23) to other state agencies, statewide systems, and palitical subdivisions of this state, including
the attorney general, and agencies of other states, interstate information networks, federal
agencies, and other entities as required by federal regulation or Taw for the administration of the
child support enforcement program.

(b) Information on persons who have been treated for drug or alcohol abuse may only be
disclosed in accordance with the requirements of Code of Federal Regulations, title 42, sections
2.1to 2.67.

(c) Data provided to law enforcement agencies under paragraph (a), clause (15), (16), or (17),
or paragraph (b), are investigative data and are confidential or protected nonpublic while the
investigation is active. The data are private after the investigation becomes inactive under section
13.82, subdivision 5, paragraph (a) or (b).

(d) Mental health data shall be treated as provided in subdivisions 7, 8, and 9, but is not subject
to the access provisions of subdivision 10, paragraph (b).

Sec. 2. [13B.06] [CHILD SUPPORT OR MAINTENANCE OBLIGOR DATA MATCHES]
Subdivision 1. [DEFINITIONS.] The definitions in this subdivision apply to this section.

(8 "Account” means a demand deposit account, checking or negotiable withdraw order
account, savings account, time deposit account, or money market mutual fund.

(b) "Account information" means the type of account, the account number, whether the account
issingly or jointly owned, and in the case of jointly owned accounts the name and address of the
nonobligor account owner if available.

(c) "Financia institution" means any of the following that do business within the state:

(1) federa or state commercial banks and federal or state savings banks, including savings and
loan associations and cooperative banks;

(2) federal and state chartered credit unions,
(3) benefit associations,

(4) life insurance companies;

(5) safe deposit companies; and

(6) money market mutual funds.

(d) "Obligor" means an individua who is in arrears in court-ordered child support or
maintenance payments, or both, in an amount equal to or greater than three times the obligor’'s
total monthly support and maintenance payments made public according
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(e) "Public authority" means the public authority responsible for child support enforcement.

Subd. 2. [DATA MATCH SYSTEM ESTABLISHED.] The commissioner of human services
shall establish a process for the comparison of account information data held by financia
ingtitutions with the public authority’ s database of child support obligors. The commissioner shall
inform the financial industry of the requirements of this section and the means by which financia
institutions can comply. The commissioner may contract for services to carry out this section.

Subd. 3. [DUTY TO PROVIDE DATA.] On written request by a public authority, a financial
ingtitution shall provide to the public authority on a quarterly basis the name, address, socia
security number, tax identification number if known, and all account information for each obligor
who maintains an account at the financial institution.

Subd. 4. [METHOD TO PROVIDE DATA.] To comply with the requirements of this section, a
financial institution may either:

(1) provide to the public authority a list of all account holders for the public authority to
compare againgt its list of child support obligors for the purpose of identifying which obligors
maintain an account at the financial institution; or

(2) obtain alist of child support obligors from the public authority and compare that data to the
data maintained at the financial institution to identify which of the identified obligors maintains an
account at the financia institution.

A financia institution shall elect either method in writing upon written request of the public
authority, and the election remains in effect unless the public authority agrees in writing to a
change.

Subd. 5. [MEANS TO PROVIDE DATA.] A financial institution may provide the required
data by submitting electronic media in a compatible format, delivering, mailing, or telefaxing a
copy of the data, or by other means authorized by the commissioner of human services that will
result in timely reporting.

Subd. 6. [ACCESS TO DATA.] (a) With regard to account information on all account holders
provided by a financial institution under subdivision 4, clause (1), the commissioner of human
services shal retain the reported information only until the account information is compared
against the public authority’s obligor database. All account information that does not pertain to an
obligor listed in the public authority’s database must be immediately discarded, and no retention
or publication may be made of that data by the public authority. All account information that does
pertain to an obligor Tisted in the public authority’s database must be incorporated into the public
authority’s database. Access to that data is governed by chapter 13.

(b) With regard to data on obligors provided by the public authority to a financial institution
under subdivision 4, clause (2), the financid institution shal retain the reported information only
until the financial ingtitution’ s database is compared against the public authority’ s database. Data
that do not pertain to an account holder at the financial institution must be immediately discarded,
and no retention or publication may be made of that data by the financial institution.

Subd. 7. [FEES.] A financial institution may charge and collect a fee from the public authority
for providing account information to the public authority. No financial institution shall charge or
collect a fee that exceeds its actual costs of complying with this section. The commissioner,
together with an advisory group consisting of representatives of the financid ingtitutions in the
state, shall determine a fee structure that minimizes the cost to the state and reasonably meets the
needs of the financia institutions, and shall report to the chairs of the judiciary committeesin the
house of representatives and the senate by February 1, 1998, a recommended fee structure for
inclusion in this section.

Subd. 8. [FAILURE TO RESPOND TO REQUEST FOR INFORMATION.] The public
authority shall send by certified mail a written notice of noncompliance to a financial institution
that fails to respond to a first written request for information under this section. The notice of
noncompliance must explain the requirements of this section and advise the financial institution of
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the penaty for noncompliance A financia institution that receives a second notice of
noncompliance is subject to a civil penalty of $1,000 for its failure to comply. A financia
institution that continues to fail to comply with this section is subject to a civil penalty of $5,000
for the second and each subsequent failure to comply. These penalties may be imposed and
collected by the public authority.

A financia institution that has been served with a natice of noncompliance and incurs a second
or subsequent notice of noncompliance has the right to a contested case hearing under chapter 14.
A financia indtitution has 20 days from the date of the service of the notice of honcompliance to
file arequest for a contested case hearing with the commissioner. The order of the administrative
law judge constitutes the final decision in the case.

Subd. 9. [IMMUNITY.] A financia ingtitution that provides or reasonably attempts to provide
information to the public authority in compliance with this section is not liable to any person for
disclosing the information or for taking any other action in good faith as authorized by this section

or chapter 552.

Subd. 10. [CIVIL ACTION FOR UNAUTHORIZED DISCLOSURE BY FINANCIAL
INSTITUTION.] (a) An account holder may bring acivil action in district court against afinancial
institution for unauthorized disclosure of data received from the public authority under subdivision
4, clause (2). A financid institution found to have violated this subdivision shal be liable as
provided in paragraph (b) or (c).

(b) Any financial ingtitution that willfully and maliciously discloses data received from the
public authority under subdivision 4 isliable to that account holder in an amount equal to the sum
of:

(1) any actual damages sustained by the consumer as a result of the disclosure; and

(2) in the case of any successful action to enforce any liability under this section, the costs of
the action taken plus reasonable attorney’s fees as determined by the court.

(c) Any financia institution that negligently discloses data received from the public authority
under subdivision 4 is liable to that account holder in an amount equal to any actual damages
sustained by the account holder as a result of the disclosure.

(d) A financial institution may not be held liable in any action brought under this subdivision if
the financia institution shows, by a preponderance of evidence, that the disclosure was not
intentional and resulted from a bona fide error notwithstanding the maintenance of procedures
reasonably adapted to avoid any error.

Sec. 3. Minnesota Statutes 1996, section 168A.05, subdivision 8, is amended to read:

Subd. 8. [LIENS FILED FOR ENFORCEMENT OF CHILD SUPPORT.] This subdivision
appliesif the court or a public authority responsiblefor child support enforcement orders or directs
the commissioner to enter alien, as provided in section 518.551, subdivision 14. If a certificate of
title is applied for by the owner, the department shall enter a lien on the title in the name of the
state of Minnesota or in the name of the obligee in accordance with the natice if the value of the
motor vehicle determined in accordance with either the definitions of section 297B.01, subdivision
8, or theretail value described in the N.A.D.A. Official Used Car Guide, Midwest Edition, for the
current year exceeds the exemption allowed in section 550.37. The lien on the title is subordinate
to any bona fide purchase money security interest as defined in section 336.9-107 regardless of
when the purchase money security interest is perfected. With respect to all other security interests,
the lien is perfected as of the date entered on the title. The lien- j ron-i

Sec. 4. Minnesota Statutes 1996, section 171.19, is amended to read:
171.19 [PETITION FOR LICENSE REINSTATEMENT.]

Any person whose driver’s license has been refused, revoked, suspended, or canceled by the
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commissioner, except where the license is revoked under section 169.123 or section 171.186, may
file a petition for a hearing in the matter in the district court in the county wherein such person
shall reside and, in the case of a honresident, in the district court in any county, and such court is
hereby vested with jurisdiction, and it shall be its duty, to set the matter for hearing upon 15 days
written notice to the commissioner, and thereupon to take testimony and examine into the facts of
the case to determine whether the petitioner Is entitled to a license or is subject to revocation,
suspension, cancellation, or refusal of license, and shall render judgment accordingly. The petition
shall be heard by the court without a jury and may be heard in or out of term. The commissioner
may appear in person, or by agents or representatives, and may present evidence upon the hearing
by affidavit personally, by agents, or by representatives. The petitioner may present evidence by
affidavit, except that the petitioner must be present in person at such hearing for the purpose of
cross-examination. In the event the department shall be sustained in these proceedings, the
petitioner shall have no further right to make further petition to any court for the purpose of
obtaining a driver’s license until after the expiration of one year after the date of such hearing.

Sec. 5. Minnesota Statutes 1996, section 508.63, is amended to read:
508.63 [REGISTRATION OF INSTRUMENTS CREATING LIENS; JUDGMENTS]

No judgment requiring the payment of money shall be a lien upon registered land, except as
herein provided. Any person claiming such lien shall file with the registrar a certified copy of the
judgment, together with a written statement containing a description of each parcel of land in
which the judgment debtor has a registered interest and upon which the lien is claimed, and a
proper reference to the certificate or certificates of title to such land. Upon filing such copy and
statement, the registrar shall enter a memoria of such judgment upon each certificate designated
in such statement, and the judgment shall thereupon be and become a lien upon the judgment
debtor’sinterest in the land described in such certificate or certificates. At any time after filing the
certified copy of such judgment, any person claiming the lien may, by filing a written statement,
as herein provided, cause amemorial of such judgment to be entered upon any certificate of titleto
land in which the judgment debtor has a registered interest and not described in any previous
statement and the judgment shall thereupon be and become a lien upon the judgment debtor’s
interest in such land. The public authority for child support enforcement may present for filing a
notice of judgment lien under section 548.091 with identifying information for a parcel of red
property. Upon receipt of the notice of judgment lien, the registrar shall enter a memorial of it
upon each certificate which can reasonably be identified as owned by the judgment debtor on the
basis of the information provided. The judgment shall survive and the lien thereof shal continue
for a period of ten years from the date of the judgment and no longer, and the registrar of titles
shall not carry forward to a new certificate of title the memoria of the judgment after that period.
In every case where an instrument of any description, or a copy of any writ, order, or decree, is
required by law to be filed or recorded in order to create or preserve any lien, writ, or attachment
upon unregistered land, such instrument or copy, if intended to affect registered land, shall, in lieu
of recording, be filed and registered with the registrar. In addition to any facts required by law to
be stated in such instruments to entitle them to be filed or recorded, they shall aso contain a
reference to the number of the certificate of title of the land to be affected, and, if the attachment,
charge, or lien is not claimed on all the land described in any certificate of title, such instrument
shall contain a description sufficient to identify the land.

Sec. 6. Minnesota Statutes 1996, section 508A.63, is amended to read:
508A.63 [REGISTRATION OF INSTRUMENTS CREATING LIENS; JUDGMENTS]]

No judgment requiring the payment of money shall be a lien upon land registered under
sections 508A.01 to 508A .85, except as herein provided. Any person claiming alien shall file with
the registrar a certified copy of the judgment, together with a written statement containing a
description of each parcel of land in which the judgment debtor has a registered interest and upon
which the lien is claimed, and a proper reference to the CPT or CPTs to the land. Upon filing the
copy and statement, the registrar shall enter a memorial of the judgment upon each CPT
designated in the statement, and the judgment shall then be and become a lien upon the judgment
debtor’sinterest in the land described in CPT or CPTs. At any time after filing the certified copy
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of the judgment, any person claiming the lien may, by filing a written statement, as herein
provided, cause a memorial of the judgment to be entered upon any CPT to land in which the
judgment debtor has a registered interest and not described in any previous statement and the
judgment shall then be and become a lien upon the judgment debtor’s interest in the land. The
public authority for child support enforcement may present for filing a notice of judgment lien
under section 548.091 with identifying information for a parcel of real property. Upon receipt of
the notice of judgment lien, the registrar shall enter a memoria of it upon each certificate of
possessory title which reasonably can be identified as owned by the judgment debtor on the basis
of the information provided. The judgment shall survive and the lien thereof shall continue for a
period of ten years from the date of the judgment and no longer; and the registrar shall not carry
forward to a new certificate of title the memorial of the judgment after that period. In every case
where an instrument of any description, or a copy of any writ, order, or decree, is required by law
to be filed or recorded in order to creaste or preserve any lien, writ, or attachment upon
unregistered land, the instrument or copy, if intended to affect registered land, shall, in lieu of
recording, be filed and registered with the registrar. In addition to any facts required by law to be
stated in the instruments to entitle them to be filed or recorded, they shall also contain a reference
to the number of the CPT of the land to be affected. If the attachment, charge, or lien is not
claimed on all the land described in any CPT, the instrument shall contain a description sufficient
to identify the land.

Sec. 7. Minnesota Statutes 1996, section 518.551, subdivision 14, is amended to read:

Subd. 14. [MOTOR VEHICLE LIEN ] (a) Upon motion of an obligee, if a court finds that the
obligor al is a debtor for a judgment debt
resulting from nonpayment of court ordered child support or maintenance payments, or both, in an
amount equal to or greater than three times the obligor’s total monthly support and maintenance
payments, the court shall order the commissioner of public safety to enter alien in the name of the
obligee or in the name of the state of Minnesota, as appropriate, in accordance with section
168A.05, subdivision 8, unless the court finds that the obligor is in compliance with a written
payment agreement regardr ng both current support and arrearages ‘approved by the court, an
administrative law judge, or the public authority
ts-valued-at-tess-than-$4,500. The court’s order must be stayed for 90 days in order to allow the
obligor to either execute a written payment agreement regarding both current support and
arrearages, which agreement shall be approved by either the court or the public authority
rasponsr ble for chrId support mforcmmt%%aw&obhgmemon&nwh%he

$4,500. If the obligor has not
executed or is not in complrance Wrth awrrtten payment agreement regardr ng both current support
and arrearages approved by the court “an administrative Iaw Judge or the publrc authorrty ophas

Wrthrn the 90—day perr iod, the court S order becomes effectrve and thecommrssroner of publrc
safety shall record the lien on any motor vehicle certificate of title subsequently issued in the name

of the obligor. The remedy under this subdivision is in addition to any other enforcement remedy
available to the court.

(b) If apublic authority r%pons bIefor child support enforcement determines that the obligor is
W 3 al is a debtor for judgment debt resulting
from nonpayment of court ordered chrId support or maintenance payments, or both, in an amount
equal to or greater than three times the obligor’ stotal monthly support and maintenance payments,
the public authority shall direct the commissioner of public safety to enter alien in the name of the
obligee or in the name of the state of Minnesota as appropriate, under section 168A.05,
subdivision 8, on any motor vehicle certificate of title subsequently issued in the name of the
obligor unless the public authority determines that the obligor is in compliance with a written
payment agreement regarding both current support and arrearages approved by the court, an
administrative law judge, or the public authority
motor-vehicleisvalued at-lessthan $4,500. The remedy under this subdivisionisin addition to any
other enforcement remedy available to the public agency.

(c) At least 90 days prior to notifying the commissioner of public safety pursuant to paragraph
(b), the public authority must mail a written notice to the obligor at the obligor’'s last known
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address, that it intends to record a lien on the-ebligers any motor vehicle certificate of title
subsequently issued in the name of the obligor and that the obligor must request a hearing within
30 days in order to contest the action. If the abligor makes a written request for a hearing within
30 days of the date of the notice, either a court hearing or a contested administrative proceeding
must be held under section 518.5511, subdivision 4. Notwithstanding any law to the contrary, the
obligor must be served with 14 days' notice in writing specifying the time and place of the hearing
and the allegations against the obligor. The notice may be served personaly or by mail. If the
public authority does not receive a request for a hearing within 30 days of the date of the notice
and the obligor does not execute or is not in compliance with a written payment agreement
regarding both current support and arrearages approved by theeeureanedmrntstratwetawudge
or-the public authority or-demonstral ' ip-i

mthemeteevehreters#ah&edak@than%@@ W|th|n 90 days of the date of the notlce the
public authority shall direct the commissioner of public safety to record the lien under paragraph

(b).

(d) At ahearing requested by the obligor under paragraph (c), and on finding that the obligor is
in arrearsin court-ordered child support or maintenance payments or both in an amount equal to or
greater than three times the obligor’ s total monthly support and maintenance payments, the district
court or the administrative law judge shall order the commissioner of public safety to record the
lien unless the court or administrative law judge determines that:

{2) the obligor has executed and is in compliance with a written payment agreement regarding
both current support and arrearages determined to be acceptable by the court, an administrative
law judge, or the public authority;-or

(e) An obligor w d a A ay
provide proof to the court or the publlc authorlty responsu bIe for ch|Id support enforcement that
the obligor is in compliance with all written payment agreements regarding both current support
and arrearages or that the value of the motor vehicle is less than the exemption provided under
section 550.37. Within 15 days of the receipt of that proof, the court or public authority shall either
execute arelease of security interest under section 168A.20, subdivision 4, and mail or deliver the
release to the owner or other authorized person or shall direct the commissioner of public safety
not to enter a lien on any motor vehicle certificate of title subsequently issued in the name of the
obllgor in instances Where a Ilen has not yet been entered Ihedenapameuntsmthrsseetrenehan

(f) Any lien recorded against a motor vehicle certificate of title under this section and section
168A.05, subdivision 8, attaches only to the nonexempt value of the motor vehicle as determined
in accordance with section 550.37. The value of a motor vehicle shall be determined in accordance
with the retail value described in the N.A.D.A. Official Used Car Guide, Midwest Edition, for the
current year, or in accordance with the purchase price as defined in section 297B.01, subdivision
8.

Sec. 8. Minnesota Statutes 1996, section 518.553, is amended to read:
518.553 [PAYMENT AGREEMENTS]]

In proposing or approving proposed written payment agreements for purposes of section
518.551, the court, an administrative law judge, or the public authority shall take into
consideration the amount of the arrearages, the amount of the current support order, any pending
request for modification, and the earnings of the obligor. The court, administrative law judge, or
public authority shall consider the individual financial circumstances of each obligor in evaluating
the obligor’s ability to pay any proposed payment agreement and shall propose a reasonable
payment agreement tailored to the individual financial circumstances of each obligor.

Sec. 9. [518.618] [CASE REVIEWER]
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The commissioner shall make a case reviewer available to obligors and obligees. The reviewer
must be available to answer questions concerning the collection process and to review the
collection activity taken. A reviewer who reasonably believes that a particular action being taken
is unreasonable or unfair may make recommendations to the commissioner and the applicable
county in regard to the collection action.

Sec. 10. Minnesota Statutes 1996, section 548.091, subdivision la, is amended to read:

Subd. 1a. [CHILD SUPPORT JUDGMENT BY OPERATION OF LAW.] (a) Any payment or
installment of support required by a judgment or decree of dissolution or legal separation,
determination of parentage, an order under chapter 518C, an order under section 256.87, or an
order under section 260.251, that is not paid or withheld from the obligor’s income as required
under section 518.611 or 518.613, or which is ordered as child support by judgment, decree, or
order by a court in any other state, is ajudgment by operation of law on and after the dateit is due
and is entitled to full faith and credit in this state and any other state. Except as otherwise provided
by paragraph (b), interest accrues from the date the unpaid amount due is greater than the current
support due at the annual rate provided in section 549.09, subdivision 1, plus two percent, not to
exceed an annual rate of 18 percent. A payment or installment of support that becomes a judgment
by operation of law between the date on which a party served notice of a motion for modification
under section 518.64, subdivision 2, and the date of the court’s order on modification may be
modified under that subdivision.

(b) Notwithstanding the provisions of section 549.09, upon motion to the court and upon proof
by the obligor of 36 consecutive months of complete and timely payments of both current support
and court-ordered paybacks of a child support debt or arrearage, the court may order interest on
the remaining debt or arrearage to stop accruing. Timely payments are those made in the month in
which they are due. If, after that time, the obligor fails to make complete and timely payments of
both current support and court-ordered paybacks of child support debt or arrearage, the public
authority or the obligee may move the court for the reinstatement of interest as of the month in
which the obligor ceased making complete and timely payments.

The court shall provide copies of all ordersissued under this section to the public authority. The
commissioner of human services shall prepare and make available to the court and the parties
forms to be submitted by the parties in support of a motion under this paragraph.

Sec. 11. Minnesota Statutes 1996, section 548.091, subdivision 2a, is amended to read:

Subd. 2a. [DOCKETING OF CHILD SUPPORT JUDGMENT.] On or after the date an unpaid
amount becomes a judgment by operation of law under subdivision 1a, the obligee or the public
authority may file with the court administrator, either electronically or by other means:

(1) a statement identifying, or a copy of, the judgment or decree of dissolution or legal
separation, determination of parentage, order under chapter 518C, an order under section 256.87,
or an order under section 260.251, or judgment, decree, or order for child support by a court in any
other state, which provides for instaltment-er periodic payments installments of child support, or a
judgment or notice of attorney fees and collection costs under section 518.14, subdivision 2;

(2) an affidavit of default. The affidavit of default must state the full name, occupation, place of
residence, and last known post office address of the obligor, the name and post office address of
the obligee, the date or dates payment was due and not received and judgment was obtained by
operation of law, and the total amount of the judgments to the date of filing, and the amount and
frequency of the periodic installments of child support that will continue to become due and
payable subsequent to the date of filing; and

(3) an affidavit of service of a notice of entry—of judgment-or-noticeof intent to docket
judgment and to recover attorney fees and collection costs on the obligor, in person or by mail at
the obligor’s last known post office address. Service is completed upon mailing in the manner
designated. Where applicable a notice of interstate lien in the form promulgated under United
States Code, title 42, section 652(a), is sufficient to satisfy the requirements of clauses (1) and (2).
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Sec. 12. Minnesota Statutes 1996, section 548.091, subdivision 3a, is amended to read:

Subd. 3a. [ENTRY, DOCKETING, AND SURVIVAL OF CHILD SUPPORT JUDGMENT.]
Upon receipt of the documents filed under subdivision 2a, the court administrator shall enter and
docket the judgment in the amount of the default-specified-in-the-affidavit-of -default unpaid
obligation identified in the affidavit of default and note the amount and frequency of the periodic
installments of child support that will continue to become due and payable after the date of
docketing. From the time of docketing, the judgment is a lien upon all the real property in the
county owned by the judgment debtor, but it is not a lien on registered land unless the obligee or
the public authority causes a notice of judgment lien or certified copy of the judgment to be
memorialized on the certificate of title or certificate of possessory title under section 508.63 or
508A.63. The judgment survives and the Tien continues for ten years after the date the judgment
was docketed. Child support judgments may be renewed by service of notice upon the debtor.
Service shall be by certified mail at the last known address of the debtor or in the manner provided
for the service of civil process. Upon the filing of the notice and proof of service the court
administrator shall renew the judgment for child support without any additional filing fee.

Sec. 13. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 5. [AUTOMATIC INCREASES; SATISFACTION.] After docketing and until satisfied
by the obligee, public authority, or the court administrator, the amount of the docketed judgment
automatically increases by the total amount of periodic installments of child support that became
due and payable subsequent to the date of docketing, plus attorney’s fees and collection costs
incurred by the public authority, and Tess any payment made by the obligor to partially satisfy the
docketed judgment. The court administrator shall not satisfy any child support judgment without
first obtaining a written judgment payoff statement from the public authority or obligee. If no such
statement can be obtained within two business days, the court administrator shall only satisfy the
judgment if the amount paid to the court administrator equals the judgment amount plus interest
and costs, and the amount of the periodic installment times the number of payments due since the
date of docketing of the judgment.

Sec. 14. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 6. [NOTE ON JUDGMENT ROLL.] The court administrator shall note on the judgment
roll which judgments are filed pursuant to this section and the amount and frequency of the
periodic installment of child support that will continue to become due and payable after the date of

docketing.
Sec. 15. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 7. [FEES.] The public authority is exempt from payment of fees when a judgment is
docketed or a certified copy of a judgment is issued by a court administrator, or a notice of
judgment Tien or a certified copy of ajudgment is presented to a registrar of titlesfor recording. If
anotice or certified copy is recorded by the public authority under this subdivision, the registrar of
tittes may collect from a party presenting for recording a satisfaction or release of the notice or
certified copy the fees for recording and memorializing both the notice or certified copy and the
satisfaction or release.

Sec. 16. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 8. [REGISTERED LAND.] If requested by the public authority and upon the public
authority’s providing a notice of judgment lien or a certified copy of ajudgment for child support
debt, together with a street address, tax parcel identifying number, or a legal description for a
parcel of real property, the county recorder shal search the registered Tand records in that county
and cause the notice of judgment lien or certified copy of the judgment to be memorialized on
every certificate of title or certificate of possessory title of registered land in that county that can
be reasonably identified as owned by the obligor who is named on a docketed judgment. The fees
for memorializing the lien or judgment must be paid in the manner prescribed by subdivision 7.
The county recorders and their employees and agents are not liable for any [oss or damages arising
from failure to identify a parcel of registered land owned by the obligor who is named on the
docketed judgment.
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Sec. 17. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 9. [PAYOFF STATEMENT.] The public authority shall issue to the obligor, attorneys,
lenders, and closers, or their agents, a payoff statement setting forth conclusively the amount
necessary to satisfy the lien. Payoff statements must be issued within three business days after
receipt of areguest by mail, persona delivery, telefacsimile, or email transmission, and must be
delivered to the requester by telefacsimile or e-mail transmission if requested and if appropriate
technology is available to the commissioner.

Sec. 18. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 10. [RELEASE OF LIEN.] Upon payment of the amount due under subdivision 5, the
public authority shall execute and deliver a satisfaction of the judgment lien within five business

days.
Sec. 19. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 11. [SPECIAL PROCEDURES)] The public authority shall negotiate arelease of lien on
specific property for less than the full amount due where the proceeds of a sale or financing, less
reasonable and necessary closing expenses, are not sufficient to satisfy all encumbrances on the
licensed property. Partial releases do not release the obligor’s personal liability for the amount

unpaid.
Sec. 20. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:
Subd. 12. [CORRECTING ERRORS.] The public authority shall maintain a process to review
the identity of the obligor and to issue releases of lien in cases of misidentification. The

commissioner shall maintain a process to review the amount of child support determined to be
delinquent and to issue amended notices of judgment lien in cases of incorrectly docketed

judgments.
Sec. 21. Minnesota Statutes 1996, section 548.091, is amended by adding a subdivision to read:

Subd. 13. [FORMS] The department of human services, after consultation with registrars of
title, shall prescribe the notice of judgment lien. These forms are not subject to chapter 14.

Sec. 22. [552.01] [ DEFINITIONS]

Subdivision 1. [SCOPE.] For the purposes of this chapter, the terms defined in this section have
the meanings given them.

Subd. 2. [PUBLIC AUTHORITY'.] "Public authority" means the public authority responsible
for child support enforcement.

Subd. 3. [JUDGMENT DEBTOR.] "Judgment debtor" means a party against whom the public
authority has a judgment for the recovery of money owed purusant to support order as defined in
section 518.54.

Subd. 4. [THIRD PARTY.] "Third party" means the person or entity upon whom the execution
levy is served.

Subd. 5. [CLAIM.] "Claim" means the unpaid balance of the public authority’s judgment
against the judgment debtor, including all lawful interest and costs incurred.

Subd. 6. [FINANCIAL INSTITUTION.] "Financial institution" means all entities identified in
section 13B.06.

Sec. 23. [552.02] [PUBLIC AUTHORITY'S SUMMARY EXECUTION OF SUPPORT
JUDGMENT DEBTS; WHEN AUTHORIZED ]

The public authority may execute on a money judgment resulting from money owed pursuant
to a support order by levying under this chapter on indebtedness owed to the judgment debtor by a
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third party. The public authority may execute under this chapter upon service of a notice of
support judgment Tevy for which the seal of the court is not required.

Sec. 24. [552.03] [ SCOPE OF GENERAL AND SPECIFIC PROVISIONS]

General provisions relating to the public authority’s summary execution as authorized in this
chapter are set forth in section 552.04. Specific provisionsrelating to summary execution on funds
at a financid ingtitution are set forth in section 552.05. When the public authority Tevies against
funds at a financial institution, the specific provisions of section 552.05 must be complied within
addition to the genera provisions of section 552.04. Provisions contained in the statutory forms
aLe incorporated in this chapter and have the same force of Taw as any other provisions in this
chapter.

Sec. 25. [552.04] [ GENERAL PROVISIONS. ]

Subdivision 1. [RULES OF CIVIL PROCEDURE.] Unless this chapter specifically provides
otherwise, the Minnesota Rules of Civil Procedure for the District Courts and section 518.511
apply in al proceedings under this chapter.

Subd. 2. [PROPERTY ATTACHABLE BY SERVICE OF LEVY.] Subject to the exemptions
provided by subdivision 3 and section 550.37, and any other applicable statute, to the extent the
exemptions apply in cases of child support enforcement, the service by the public authority of a
notice of support judgment Tevy under this chapter attaches all nonexempt indebtedness or money
due or belonging to the judgment debtor and owing by the third party or in the possession or under
the control of the third party at the time of service of the notice of support judgment levy, whether
or not the indebtedness or money has become payable. The third party shall not be compelled to
pay or deliver the same before the time specified by any agreement unless the agreement was
fraudulently contracted to defeat an execution Tevy or other collection remedy.

Subd. 3. [PROPERTY NOT ATTACHABLE.] The following property is not subject to
attachment by a notice of support judgment levy served under this chapter:

(1) any indebtedness or money due to the judgment debtor, unless at the time of the service of
the notice of support judgment levy the same Is due absolutely or does not depend upon any
contingency;

(2) any judgment owing by the third party to the judgment debtor, if the third party or the third
party’s property is liable on an execution levy upon the judgment;

(3) any debt owing by the third party to the judgment debtor for which any negotiable
instrument has been issued or endorsed by the third party;

. 4@ a(rj1y indebtedness or money due to the judgment debtor with a cumulative value of less than
10; an

(5) any disposable earnings, indebtedness, or money that is exempt under state or federal law to
the extent the exemptions apply in cases of child support enforcement.

Subd. 4. [SERVICE OF THIRD PARTY LEVY; NOTICE AND DISCLOSURE FORMS.
When Tevying upon money owed to the judgment debtor by athird party, the public authority shal
serve a copy of the notice of support judgment Tevy upon the third party either by registered or
certified mail, or by personal service. Along with a copy of the notice of support judgment Tevy,
the public authority shall serve upon the third party a notice of support judgement Tevy and
disclosure form that must be substantialy in the form set forth below.

OFFICE OF ADMINISTRATIVE HEARINGS

File No............
........ (Public authority)
against NOTICE OF SUPPORT JUDGMENT
........ (Judgment Debtor) LEVY AND DISCLOSURE
and (OTHER THAN EARNINGS)

........ (Third Party)




1572 JOURNAL OF THE SENATE [34TH DAY

PLEASE TAKE NOTICE that pursuant to Minnesota Statutes, chapters 518 and 522, the
undersigned, as representative of the public authority responsible for child support enforcement,
makes demand and levies execution upon all money due and owing by you to the judgment debtor
for the amount of the judgment specified below. A copy of the notice of support jJudgment levy is
enclosed. The unpaid judgment balanceis §......

In responding to this levy, you are to complete the attached disclosure form and mail it to the
public authority, together with your check payable to the public authority, for the nonexempt
amount owed by you to the judgment debtor or for which you are obligated to the judgment
debtor, within the time limits in chapter 552.

Public Authority
Address

Phone number

DISCLOSURE

Onthe... day of ......, 19..., the time of service of the execution levy herein, there was due and
owing the judgment debtor from the third party the following:

(1) Money. Enter on the line below any amounts due and owing the judgment debtor, except
earnings, from the third party.

(2) Setoff. Enter on the line below the amount of any setoff, defense, lien, or claim which the
third party claims against the amount set forth on line (1). State the facts by which the setoff,
defense, lien, or clam is claimed. (Any indebtedness to you incurred by the judgment debtor
within ten days prior to the receipt of the first execution Ievy on a debt may not be claimed as a
setoff, defense, lien, or claim against the amount set forth on line (1).)

(3) Exemption. Enter on the line below any amounts or property claimed by the judgment
debtor to be exempt from execution.

(4) Adverse Interest. Enter on the line below any amounts claimed by other persons by reason
of ownership or interest in the judgment debtor’s property.

(6) Enter on the line below the difference obtained (never less than zero when line (5) is
subtracted from the amount on line (1)).

(7) Enter on the line below 100 percent of the amount of the public authority 's claim which
remains unpaid.

(8) Enter on the line below the lesser of line (6) and line (7). You are instructed to remit this
amount only if it is $10 or more.
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AFFIRMATION

[, e (person signing Affirmation), am the third party or | am authorized by the third party
to complete this nonearnings disclosure, and have done so truthfully and to the best of my

knowledge.

Telephone Number

Subd. 5. [THIRD PARTY DISCLOSURE AND REMITTANCE.] Within 15 days after receipt
of the notice of support judgment levy, unless governed by section 552.05, the third party shall
disclose and remit to the public authority as much of the amount due as the third party’s own debt
equals to the judgment debtor.

Subd. 6. [ORAL DISCLOSURE.] Before or after the service of a written disclosure by a third
party under subdivision 5, upon a showing by affidavit upon information and belief that an oral
examination of the third party would provide a complete disclosure of relevant facts, any party to
the execution proceedings may obtain an ex parte order requiring the third party, or a
representative of the third party designated by name or by title, to appear for oral examination
before the court or areferee appointed by the court. Notice of the examination must be given to all

parties.

Subd. 7. [SUPPLEMENTAL COMPLAINT.] If athird party holds property, money, earnings,
or other indebtedness by atitle that is void as to the judgment debtor’s creditors, the property may
be Tevied on although the judgment debtor would be barred from maintaining an action to recover
the property, money, earnings, or other indebtedness. In this and all other cases where the third
party denies liability, the public authority may move the court at any time before the third party is
discharged, on notice to both the judgment debtor and the third party for an order making the third
party a party to supplemental action and granting the public authority Teave to file a supplemental
complaint against the third party and the judgment debtor. The supplemental complaint shall set
forth the facts upon which the public authority claimsto charge the third party. If probable causeis
shown, the motion shall be granted. The supplemental complaint shall be served upon the third
party and the judgment debtor and any other parties. The parties served shal answer or respond
pursuant to the Minnesota Rules of Civil Procedure for the District Courts, and if they fail to do
S0, judgment by default may be entered against them.

Subd. 8. [JUDGMENT AGAINST THIRD PARTY UPON FAILURE TO DISCLOSE OR
REMIT.] Judgment may be entered against a third party who has been served with a notice of
child support judgment levy and fails to disclose or remit the levied funds as required in this
chapter. Upon order to show cause served on the third party and notice of motion supported by
affidavit of facts and affidavit of service upon both the judgment debtor and third party, the court
may render judgment against the third party for an amount not exceeding 100 percent of the
amount claimed in the execution. Judgment against the third party under this section shall not bar
the public authority from further remedies under this chapter as a result of any subsequent defaults
by the third party. The court upon good cause shown may remove the default and permit the third
party to disclose or remit on just terms.

Subd. 9. [SATISFACTION.] Upon expiration, the public authority making the execution may
file a partial satisfaction by amount or, if the applicable shal file the tota satisfaction with the
court administrator without charge.

Subd. 10. [THIRD PARTY GOOD FAITH REQUIREMENT.] The third party is not liable to
the judgment debtor, public authority, or other person for wrongful retention if the third party
retains or remits disposable earnings, indebtedness, or money of the judgment debtor or any other
person, pending the third party’ s disclosure or consistent with the disclosure the third party makes,
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if the third party has a good faith belief that the property retained or remitted is subject to the
execution. In addition, the third party may, at any time before or after disclosure, proceed under
Rule 67 of the Minnesota rules of civil procedure to make deposit into court. No third party is
liable for damages if the third party complies with the provisions of this chapter.

Subd. 11. [BAD FAITH CLAIM.] If, in a proceeding brought under section 552.05,
subdivision 9, or a similar proceeding under this chapter to determine a claim of exemption, the
claim of exemption is not upheld, and the court finds that it was asserted in bad faith, the public
authority shall be awarded actual damages, costs, reasonable attorney’s fees resulting from the
additional proceedings, and an amount not to exceed $100. If the clam of exemption is upheld,
and the court finds that the public authority disregarded the claim of exemption in bad faith, the
judgment debtor shall be awarded actual damages, costs, reasonable attorney’ s fees resulting from
the additional proceedings, and an amount not to exceed $100. The underlying judgment shall be
modified to reflect assessment of damages, costs, and attorney’s fees. However, If the party in
whose favor a penalty assessment is made is not actually indebted to that party’s attorney for fees,
the attorney’s fee award shall be made directly to the attorney, and if not paid, an appropriate
judgment in favor of the attorney shall be entered. Any action by a public authority made in bad
faith and in violation of this chapter renders the execution levy void and the public authority liable
to the judgment debtor named in the execution levy in the amount of $100, actual damages, and
reasonable attorney’s fees and costs.

Subd. 12. [DISCHARGE OF A THIRD PARTY.] Subject to subdivisions 6 and 13, the third
party, after disclosure, shall be discharged of any further obligation to the public authority when
one of the following conditions is met:

(a) The third party discloses that the third party is not indebted to the judgment debtor or does
not possess any earnings, property, money, or indebtedness belonging to the jJudgment debtor that
is attachable as defined in subdivision 2. The disclosure is conclusive against the public authority
and discharges the third party from any further obligation to the public authority other than to
retain and remit all nonexempt disposable earnings, property, indebtedness, or money of the
judgment debtor which was disclosed.

(b) The third party discloses that the third party is indebted to the judgment debtor as indicated
on the execution disclosure form. The disclosure is conclusive against the public authority and
discharges the third party from any further obligation to the public authority other than to retain
and remit all nonexempt disposable earnings, property, indebtedness or money of the judgment
debtor that was disclosed.

(c) The court may, upon motion of an interested person, discharge the third party as to any
disposable earnings, money, property, or indebtedness in excess of the amount that may be
regquired to satisfy the public authority’s claim.

Subd. 13. [EXCEPTIONS TO DISCHARGE OF A THIRD PARTY.] The third party is not
discharged if:

(a) Within 20 days of the service of the third party’s disclosure, an interested person serves a
motion relating to the execution levy. The hearing on the motion must be scheduled to be heard
within 30 days of the service of the motion.

(b) The public authority moves the court for leave to file a supplemental complaint against the
third party, as provided for in subdivision 7, and the court upon proper showing vacates the
discharge of the third party.

Subd. 14. [JOINDER AND INTERVENTION BY PERSONS IN INTEREST] If it gpgears
that a person, who is not a party to the action, has or claims an interest in any of the disposable
earnings, other indebtedness, or money, the court shall permit that person to intervene or join in
the execution proceeding under this chapter. If that person does not appear, the court may summon
that person to appear or order the claim barred. The person so appearing or summoned shall be
joined as a party and be bound by the judgment.
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Subd. 15. [APPEAL.] A party to an execution proceeding aggrieved by an order or fina
judgment may appeal as allowed by law.

Subd. 16. [PRIORITY OF LEVY.] Notwithstanding section 52.12, a levy by the public
authority made under this section on an obligor’s funds on deposit in a financial institution located
in this state has priority over any unexercised right of setoff of the financia ingtitution to apply the
levied funds toward the balance of an outstanding Toan or Toans owed by the obligor to the
financial ingtitution. A claim by the financial institution that it exercised its right to setoff prior to
the Tevy by the public authority must be substantiated by evidence of the date of the setoff and
must be verified by the sworn statement of a responsible corporate officer of the financia
institution. For purposes of determining the priority of a levy made under this section, the levy
must be treated as If it were an execution made under chapter 550.

Sec. 26. [552.05] [SUMMARY EXECUTION UPON FUNDS AT A FINANCIAL
INSTITUTION.]

Subdivision 1. [PROCEDURE.] In addition to the provisions of section 552.04, when levying
upon funds at a financia institution, the public authority must comply with this section. If the
notice of support judgment levy is being used by the public authority to levy funds of a judgment
debtor who is a natural person and if the funds to be levied are held on deposit at any financial
ingtitution, in Tieu of service the public authority shall send with the notice of support judgment
levy and disclosure required by section 552.04, subdivision 4, one copy of an exemption and right
to hearing notice. The notice must be substantialy in the form determined by the commissioner in
accordance with section 552.05, subdivision 10. Failure of the public authority to send the notice
renders the execution Tevy void, and the financia ingtitution shall take no action. Upon receipt of
the notice of support judgment levy and exemption and right to hearing notice, the financial
institution shall retain as much of the amount due as the financial institution has on deposit owing
to the judgment debtor, but not more than 100 percent of the amount remaining due on the
judgment until directed by the public authority or the court to release the funds to the public
authority or the judgment debtor in accordance with this chapter.

Subd. 2. [DUTIES OF FINANCIAL INSTITUTION.] Within two business days after receipt
of the execution levy and exemption and right to hearing notice, the financia institution shall
serve upon the judgment debtor the exemption and right to hearing notice. The financial institution
shall serve the notice by first class mail to the last known address of the judgment debtor. If no
claim of exemption or regquest for hearing is received by the public authority within 14 days after
the notice is mailed to the judgment debtor, the public authority shall notify the financial
ingtitution within seven days that the funds remain subject to the execution Tevy and shall be
remitted to the public authority. It a claim of exemption or areguest for hearing is received by the
public authority within 14 days after the exemption notice is mailed to the judgment debtor, the
public authority shall within seven days notify the financia institution either to release the funds to
the judgment debtor or that the funds remain subject to the execution levy pending the
determination of an administrative Taw judge at a requested contested case proceeding. When
notified by the public authority to release the funds, the financial ingtitution shall rel ease the funds
to the public authority or to the judgment debtor, as directed by the public authority, within two

business days.

Subd. 3. [PROCESS TO CLAIM EXEMPTION.] If the judgment debtor elects to claim an
exemption, the judgment debtor shall complete the applicable portion of the exemption and right
to hearing notice, sign it under penalty of perjury, and deliver one copy to the public authority
within 14 days of the date postmarked on the correspondence mailed to the judgment debtor
containing the exemption and right to hearing notice. Failure of the judgment debtor to deliver the
executed exemption and right to hearing notice does not constitute awaiver of any claimed right to
an exemption. Upon timely receipt of a claim of exemption, funds not claimed to be exempt by the
judgment debtor remain subject to the execution levy. Within seven days after the date postmarked
on the envelope containing the executed exemption and right to hearing notice mailed to the public
authority, or the date of personal delivery of the executed exemption and right to hearing notice to
the public authority, the public authority shall either notify the financial ingtitution to release the
exempt portion of the funds to the judgment debtor or schedule a contested administrative
proceeding pursuant to subdivision 5.
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Subd. 4. [PROCESS TO REQUEST HEARING.] If the judgment debtor elects to request a
hearing on any issue specified in subdivision 6, the judgment debtor shall complete the applicable
portion of the exemption and right to hearing notice, sign it under penalty of perjury, and deliver
one copy to the public authority within 14 days of the date postmarked on the correspondence
mailed to the judgment debtor containing the exemption and right to hearing notice. Upon timely
receipt of arequest for hearing, funds not claimed to be exempt by the judgment debtor remain
subject to the execution levy. Within seven days after the date postmarked on the envelope
containing the executed request for hearing mailed to the public authority, or the date of personal
delivery of the executed request for hearing to the public authority, the public authority shall either
notify the financial institution to rel ease the exempt portion of the funds to the judgment debtor or
schedule a contested administrative proceeding under section 518.5511 and notify the judgment
debtor of the time and place of the scheduled hearing.

Subd. 5. [DUTIES OF PUBLIC AUTHORITY IF HEARING IS REQUESTED.] Within seven
days of the receipt of a request for hearing or a claim of exemption to which the public authority
does not consent, the public authority shall schedule a contested administrative proceeding under
section 518.5511. The hearing must be scheduled to occur within five business days. The public
authority shall send written notice of the hearing date, time, and place to the judgment debtor by
first class mail. The hearing may be conducted by telephone, audiovisual means or other electronic
means, at the discretion of the administrative law judge. If the hearing is to be conducted by
telephone, audiovisual means, or other electronic means, the public authority shall provide
reasonable assistance to the judgment debtor to facilitate the submission of al necessary
documentary evidence to the administrative law judge, including access to the public authority’s
facsimile transmission machine.

Subd. 6. [ISSUES RELEVANT AT HEARING.] At any hearing requested by the judgment
debtor under this chapter, the only issues to be determined are whether:

(2) the public authority complied with the process required by this chapter;

(2) the amount stated in the notice of support judgment levy is owed by the judgment debtor;

(3) the amount stated in the notice of support judgment levy is correct; or

(4) any of the funds levied upon are exempt.

Subd. 7. [NOTICE OF ORDER.] Within one business day of receipt of the order of the
administrative law judge, the public authority shall send a copy of the order to the judgment debtor
at the judgment debtor’ s Tast known address and to the financia institution.

Subd. 8. [RELEASE OF FUNDS] At any time during the procedure specified in this section,
the judgment debtor or the public authority may direct the financia institution to release the funds
in question to the other party. Upon receipt of a release, the financial ingtitution shall release the
funds as directed.

Subd. 9. [SUBSEQUENT PROCEEDINGS; BAD FAITH CLAIM.] If in subsequent
proceedings brought by the judgment debtor or the public authority, the claim of exemption is not
upheld, and the office of administrative hearings finds that it was asserted in bad faith, the public
authority shall be awarded actual damages, costs, and reasonable attorney fees resulting from the
additional proceedings, and an amount not to exceed $100. The underlying judgment must be
modified to reflect assessment of damages, costs, and attorney fees. However, If the party in
whose favor a penaty assessment is made is not actualy indebted to the party’s attorney for fees,
the attorney’s fee award shall be made directly to the attorney and if not paid, an appropriate
judgment in favor of the attorney shall be entered. Upon motion of any party in interest, on notice,
the office of administrative hearings shall determine the validity of any claim of exemption, and
may make any order necessary to protect the rights of those interested. No financial institution is
liable for damages for complying with this section. The financia institution may rely on the date
of mailing or delivery of a notice to it in computing any time periods in this section.

Subd. 10. [FORMS.] The commissioner of human services shall develop statutory forms for
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use as required under this chapter. In devel oping these forms, the commissioner shall consult with
the attorney general, representatives of financial institutions, and legal services. The commissioner
shall report back to the legidature by February 1, 1998, with recommended forms to be included
in this chapter.

Sec. 27. Minnesota Statutes 1996, section 609.375, is amended by adding a subdivision to read:

Subd. 7. [CONDITIONS OF WORK RELEASE; PROBATION VIOLATION.] Upon
conviction under this section, a defendant may obtain work release only upon the imposition of an
automatic income withholding order, and may be required to post a bond in avoidance of jail time
and conditioned upon payment of all child support owed. Nonpayment of child support is a
violation of any probation granted following conviction under subdivision 2a.

Sec. 28. [INDEPENDENT CONTRACTORS]

The department of human services shall report to the chairs of the judiciary committeesin the
house of representatives and the senate by February 1, 1998, on the state’'s experience including
independent contractors for the state in the work reporting system.

Sec. 29. [APPROPRIATION.]

Subdivision 1. [DEPARTMENT OF HUMAN SERVICES] §....... is appropriated from the
genera fund to the department of human services for fiscal year 1998 for the purposes specifiedin
sections 2, 7, 12, and 14.

Subd. 2. [PUBLIC EDUCATION] §....... is appropriated from the general fund to the attorney
genera for fiscal year 1998 for the continuation of the public education campaign specified in
Minnesota Statutes, section 8.35.

Subd. 3. [ATTORNEY GENERAL.] $....... is appropriated from the general fund to the
attorney general for fiscal year 1998 for the purposes specified in section 6.

Sec. 30. [REPEALER]]
Minnesota Statutes 1996, section 609.375, subdivisions 3, 4, and 6, are repealed.
Sec. 31. [EFFECTIVE DATE.]

Sections 2 and 10 to 26 are effective July 1, 1998. Sections 1 and 7 and 8 are effective the day
following final enactment.”

Delete the title and insert:

"A bill for an act relating to child support enforcement; modifying provisions governing the
establishment and enforcement of child support and maintenance; authorizing disclosure of certain
data to the attorney general; providing for certain financial data matches, changing provisions for
driver's license suspension, motor vehicle liens, payment agreements, and child support
judgments, modifying provisions governing publication of names of delinquent obligors;
providing for case reviewers, providing for a child support lien; regulating work release and
probation violation for criminal nonsupport for certain offenders; requiring a study; appropriating
money; specifying penalties; amending Minnesota Statutes 1996, sections 13.46, subdivision 2;
13.99, by adding a subdivision; 171.19; 256.87, subdivisions 1, 1a, 3, 5, and by adding a
subdivision; 256.978, subdivisions 1 and 2; 256.979, subdivisions 5, 6, 7, 8, and by adding a
subdivision; 256.9791, subdivision 1; 256.9792, subdivisions 1 and 2; 256.998, subdivisions 1, 6,
7,and 9; 257.62, subdivisions 1 and 2; 257.66, subdivision 3, and by adding a subdivision; 257.70;
257.75, subdivisions 1a, 2, 3, 4, 5, and 7; 299C.46, subdivision 3; 508.63; 508A.63; 518.005, by
adding a subdivision; 518.10; 518.148, subdivision 2; 518.171, subdivisions 1 and 4; 518.54,
subdivision 6, and by adding a subdivision; 518.551, subdivisions 5, 5b, 7, 12, 13, 14, and by
adding a subdivision; 518.5511, subdivisions 1, 2, 3, 4, and by adding a subdivision; 518.5512,
subdivisions 2, 3, and by adding subdivisions 518.553; 518.575; 518.616, by adding a
subdivision; 518.64, subdivision 2; 518.641, subdivision 2; 518.68, subdivision 2; 548.091,
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subdivisions 1a, 2a, 3a, and by adding subdivisions, 550.37, subdivision 24; 609.375, by adding a
subdivision; proposing coding for new law in Minnesota Statutes, chapters 13B; 256; 518;
proposing coding for new law as Minnesota Statutes, chapter 552; repealing Minnesota Statutes
1996, sections 8.35; 256.74; 256.979, subdivision 9; 518.5511, subdivisions 5, 6, 7, 8, and 9;
518.611; 518.613; 518.645; 518C.502; 518C.9011; and 609.375, subdivisions 3, 4, and 6."

And when so amended the bill do pass and be re-referred to the Committee on Health and
Family Security.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Vickerman from the Committee on Local and Metropolitan Government, to which
was referred

S.F. No. 693: A hill for an act relating to local government; specifying manufactured home
parks as a permitted use in certain circumstances, amending Minnesota Statutes 1996, sections
394.25, by adding a subdivision; and 462.357, by adding a subdivision; proposing coding for new
law in Minnesota Statutes, chapter 366.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"Section 1. [366.152] [PERMITTED USES]

A manufactured home park, as defined in section 327.14, subdivision 3, is a conditional usein
a zoning didtrict that alows the construction or placement of a building used or intended to be
used by two or more families.

Sec. 2. Minnesota Statutes 1996, section 394.25, is amended by adding a subdivision to read:

Subd. 3b. [PERMITTED USES] A manufactured home park, as defined in section 327.14,
subdivision 3, is a conditional use in a zoning district that allows the construction or placement of
a building used or intended to be used by two or more families.

Sec. 3. Minnesota Statutes 1996, section 462.357, is amended by adding a subdivision to read:

Subd. 1b. [PERMITTED USES] A manufactured home park, as defined in section 327.14,
subdivision 3, is a conditional use in a zoning district that allows the construction or placement of
a building used or intended to be used by two or more families."

And when so amended the bill do pass and be re-referred to the Committee on Jobs, Energy and
Community Devel opment.

Pursuant to Joint Rule 2.03, the bill was referred to the Committee on Rules and
Administration.

Mr. Metzen from the Committee on Governmental Operations and Veterans, to which
was referred

SF. No. 1310: A hill for an act relating to public administration; authorizing spending to
acquire and better public land and buildings and other public improvements of a capital nature
with certain conditions, authorizing the commissioner of administration, with the approval of the
commissioner of finance, to enter into lease-purchase agreements and to provide for the issuance
of certificates of participation; prescribing certain conditions appropriating money; proposing
coding for new law in Minnesota Statutes, chapter 16B.

Reports the same back with the recommendation that the bill be amended as follows:
Page 1, line 13, delete "[16B.242]"
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Page 1, line 18, after "new" insert "or existing building for use as &'

Page 1, line 24, before "section” insert "Minnesota Statutes,"

Page 3, line 8, delete "n" and insert "in"

Page 5, line 5, after "headquarters' insert "or another existing building determined by the
commissioner to be suitable for use as a headquarters building for the department of revenue’

Page 5, line 17, delete "$2,300,000" and insert "$....... !

Page 5, line 23, after "new" insert "or existing"
Amend the title as follows:

Page 1, line 10, delete everything after "money"
Page 1, line 11, delete everything before the period

And when so amended the bill do pass and be re-referred to the Committee on State
Government Finance.

Pursuant to Joint Rule 2.03, the bhill was referred to the Committee on Rules and
Administration.

SECOND READING OF SENATE BILLS
S.F. Nos. 569, 911, 349, 351 and 780 were read the second time.
SECOND READING OF HOUSE BILLS
H.F. Nos. 889 and 949 were read the second time.
MOTIONSAND RESOLUTIONS

Mr. Stevens moved that the name of Mr. Hottinger be added as a co-author to S.F. No. 309.
The motion prevailed.

Ms. Runbeck moved that her name be stricken as a co-author to S.F. No. 606. The motion
prevailed.

Mr. Samuelson moved that the name of Mr. Ten Eyck be added as a co-author to S.F. No.
1690. The motion prevailed.

INTRODUCTION AND FIRST READING OF SENATE BILLS
The following bills were read the first time and referred to the committees indicated.

M ses. Runbeck, Robertson and Mr. Neuville intr oduced--

S.F. No. 1869: A hill for an act relating to taxes, sales and use; modifying the rate; amending
Minnesota Statutes 1996, section 297A.02, subdivision 1.

Referred to the Committee on Taxes.

Ms. Runbeck, Mrs. Pariseau, Mses. Olson and L esewski introduced--
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S.F. No. 1870: A hill for an act proposing an amendment to the Minnesota Constitution; adding
a section to article 1V; requiring a special vote on new taxes, tax increases, and tax extensions.

Referred to the Committee on Local and Metropolitan Government.

Ms. Runbeck, Messrs. Limmer; Johnson, D.H.; Beckman and Ourada introduced--

S.F. No. 1871: A bill for an act relating to utilities, authorizing public utilities commission to
levy civil penalties for violations by public utilities and telecommunications companies, making
technical changes, amending Minnesota Statutes 1996, sections 216B.54; 216B.57; 216B.59;
216B.60; 216B.61; and 237.27.

Referred to the Committee on Jobs, Energy and Community Development.

Mr. Janezich introduced--

S.F. No. 1872: A hill for an act relating to education; appropriating money for equipment for
the East Range Secondary Technical Center.

Referred to the Committee on Children, Families and Learning.

Mr. Janezich introduced--

SF. No. 1873: A hill for an act relating to education; appropriating money for a media
specialist for independent school district No. 707, Nett Lake.

Referred to the Committee on Children, Families and Learning.

Mr. Janezich introduced--

S.F. No. 1874: A hill for an act relating to education; appropriating money for the Nett Lake
community center.

Referred to the Committee on Children, Families and Learning.

Mr. Pogemiller and Ms. Pappas introduced--

S.F. No. 1875: A hill for an act relating to taxation; eliminating soils condition tax increment
financing districts, expanding the definition of redevelopment tax increment financing districts,
amending Minnesota Statutes 1996, sections 469.174, subdivisions 10 and 12; 469.175,
subdivision 3; and 469.176, subdivisions 1b and 4j; repealing Minnesota Statutes 1996, sections
469.174, subdivision 19; and 469.176, subdivision 4b.

Referred to the Committee on Local and Metropolitan Government.

Messrs. Novak; Kelley, S.P. and Johnson, D.J. introduced--

S.F. No. 1876: A hill for an act relating to telecommunications providing for single statewide
local access and transport area (LATA) for telephone and other telecommunications services,
amending Minnesota Statutes 1996, section 237.17.

Referred to the Committee on Jobs, Energy and Community Development.

Mr. Janezich introduced--

S.F. No. 1877: A hill for an act relating to education; appropriating money for a Northeast
Minnesota tel ecommunications access grant.
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Referred to the Committee on Children, Families and Learning.

Mr. Janezich introduced--

S.F. No. 1878: A hill for an act relating to public employment; making it an unfair labor
practice to unilaterally modify benefits received by retired employees, amending Minnesota
Statutes 1996, section 179A.13, subdivision 2.

Referred to the Committee on Governmental Operations and Veterans.

Mr. Janezich introduced--

S.F. No. 1879: A bill for an act relating to education; appropriating money for grants to
independent school district No. 707, Nett Lake, for insurance and unemployment compensation;
amending Laws 1995, First Specia Session chapter 3, article 8, section 25, subdivision 12.

Referred to the Committee on Children, Families and Learning.

Mr. Kdly, R.C.; Ms. Ranum, Messrs. Neuville and Spear introduced--

S.F. No. 1880: A hill for an act relating to the organization and operation of state government;
appropriating money for the judicial branch, public safety, public defense, corrections, criminal
justice, crime prevention programs, and other related purposes, implementing, clarifying, and
modifying certain criminal and juvenile provisions; prescribing, clarifying, and modifying certain
penalty provisions, modifying and enacting various arson provisions, making various changes to
the data privacy laws, establishing, modifying, and expanding permanent programs, pilot
programs, grant programs, studies, offices, strike forces, task forces, councils, committees, and
working groups, requiring reports, providing for an adjustment to the soft body armor
reimbursement fund; authorizing the board on judicia standardsto award attorneys fees; changing
the name of the "superintendent” of the bureau of criminal apprehension to the "director" of the
bureau of criminal apprehension; authorizing testing for HIV or Hepatitis B under certain
circumstances,; permitting the sale of ten or fewer unused hypodermic needles or syringes without
a prescription; providing for statewide arson training courses, creating a criminal gang
investigative data system; requiring the department of corrections to submit an annua
performance report; expanding the commissioner of corrections authority to release inmates on
conditional medica release and the commissioner’s authority related to rules and guidelines,
requiring the department of corrections to amend a rule; ending the state’s operation of the
Minnesota correctional facility-Sauk Centre; requiring the commissioner of administration to issue
a request for proposals and select a vendor to operate the facility; requiring the commissioner of
correctionsto charge counties for juveniles placed at the Minnesota correctional facility-Red Wing
and to develop admissions criteria for the facility; striking the requirement that the Minnesota
correctional facility-Red Wing accept all juveniles, establishing a state policy discouraging the
out-of-state placement of juveniles, lowering the per se standard for alcohol concentration from
0.10 to 0.08 for adults, and to 0.04 for persons under 21 years of age, for driving motor vehicles,
snowmobiles, al-terrain vehicles, and motorboats while impaired, as well as for criminal vehicular
operation and hunting; providing ordersfor protection in the case of domestic abuse perpetrated by
a minor; amending Minnesota Statutes 1996, sections 13.99, by adding a subdivision; 84.91,
subdivision 1; 84.911, subdivision 1; 86B.331, subdivisions 1 and 4; 86B.335, subdivision 1;
97B.065, subdivision 1; 97B.066, subdivision 1; 119A.31, subdivision 1; 144.761, subdivisions 5
and 7; 144.762, subdivision 2; 144.765; 144.767, subdivision 1; 151.40; 152.01, subdivision 18;
152.021, subdivisions 1 and 2; 152.022, subdivisions 1 and 2; 152.023, subdivision 2; 169.121,
subdivisions 1, 2, and 10a; 169.123, subdivisions 2, 4, 5a, and 6; 171.29, subdivision 2; 241.01,
subdivision 3b; 242.19, subdivision 2; 242.32, by adding a subdivision; 242.55; 244.05,
subdivision 8; 244.17, subdivision 2; 256E.03, subdivision 2; 257.071, subdivisions 3, 4, and by
adding subdivisions 257.072, subdivision 1; 259.41; 259.59, by adding a subdivision; 259.67,
subdivision 2; 260.012; 260.015, subdivisions 2a and 29; 260.131, subdivisions 1 and 2; 260.155,
subdivisions 13, 2, 3, 4, and 8; 260.161, subdivisions 1, 1a, and by adding a subdivision; 260.165,
subdivisions 1 and 3; 260.171, subdivision 2; 260.191, subdivisions 1, 3a, 3b, and 4; 260.192;
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260.221, subdivisions 1 and 5; 260.241, subdivisions 1 and 3; 299A.38, subdivision 2, and by
adding a subdivision; 299A.61, subdivision 1; 299C.065, subdivision 1; 299C.095; 299C.10,
subdivisions 1 and 4; 299C.13; 299F.051; 299F.06, subdivisions 1 and 3; 326.3386, subdivision 3,
and by adding subdivisions, 363.073, subdivision 1; 401.13; 609.035, subdivision 1, and by adding
a subdivision; 609.10; 609.101, subdivision 5; 609.115, subdivision 1; 609.125; 609.135,
subdivision 1; 609.21, subdivisions 1, 2, 2a, 2b, 3, 4, and 4a; 609.221; 609.748, subdivision 1;
609.902, subdivision 4; 611A.038; 611A.675; 611A.71, subdivision 5; 611A.74, subdivisions 1, 3,
and by adding a subdivision; and 611A.75; Laws 1995, chapter 226, article 2, section 37,
subdivision 2; article 3, section 60, subdivision 4, and by adding a subdivision; and Laws 1996,
chapter 408, article 8, sections 21; 22, subdivision 1; and 24; proposing coding for new law in
Minnesota Statutes, chapters 241; 242; 257; 259; 299A; 299C; 299F; 609; 611A; and 626;
re%ealing Minnesota Statutes 1996, sections 119A.30; 242.51; 244.09, subdivision 11a; 259.33;
and 299F.07.

Referred to the Committee on Human Resources Finance.

Ms. Johnson, J.B. introduced--

S.F. No. 1881: A hill for an act relating to the organization and operation of state government;
appropriating money for the department of transportation and other agencies with certain
conditions, regulating certain activities and practices;, providing for fees; establishing revolving
account; requiring a study; amending Minnesota Statutes 1996, sections 16B.335, subdivision 1;
168.011, subdivision 9; 168.018; 168A.29, subdivision 1; 169.974, subdivision 2; 171.06,
subdivision 2a; 171.13, by adding a subdivision; 173.13, subdivision 4; 296.16, subdivision 1,
360.015, by adding a subdivision; 360.017, subdivision 1; and 457A.04, subdivision 2; proposing
coding for new law in Minnesota Statutes, chapter 299A.

Referred to the Committee on State Government Finance.
MEMBERSEXCUSED

Messrs. Hottinger and Limmer were excused from the Session of today from 12:00 noon to
12:20 p.m.

ADJOURNMENT
Mr. Moe, R.D. moved that the Senate do now adjourn until 11:45 am., Wednesday, April 9,

1997. The motion prevailed.
Patrick E. Flahaven, Secretary of the Senate
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