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SB0808, As Passed House, February 8, 2000

SUBSTI TUTE FOR
SENATE BI LL NO. 808

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng secti ons 5400, 5402, 5800, 5901, 5905, 5911, 5913,
and 5915 (MCL 500. 5400, 500.5402, 500.5800, 500.5901, 500.5905,
500. 5911, 500.5913, and 500.5915), section 5800 as anended by
1998 PA 457, sections 5901 and 5915 as anended by 1998 PA 121,
and sections 5905, 5911, and 5913 as added by 1995 PA 215, and by
addi ng sections 5403 and 5803 and chapter 60.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 5400. This chapter applies only to donestic nutual
life and disability insurers —heretofore—or—hereafter—formed-
ot her than cooperative insurers as identified in chapter 64 AND
TO MUTUAL HOLDI NG COVPANI ES RESULTI NG FROM THE REORGANI ZATI ON OF
THOSE MUTUAL | NSURERS.
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Sec. 5402. A donestic nmutual insurer for the transacti on of
life insurance, or for THE transaction of |life and disability

i nsurance, may be fornmed —nm—accordance—wth—the—-appticabte—pro=
vi-stons—of— PURSUANT TO chapter 50 —(organization—of—domestic

stock—and—rutual—nsurers)— AND MAY BE REORGANI ZED PURSUANT TO
CHAPTERS 59 AND 60.

SEC. 5403. A MJTUAL HOLDI NG COVPANY RESULTI NG FROM A REOR-
GANI ZATI ON UNDER CHAPTER 60 SHALL BE CONSI DERED A DOVESTI C MJUTUAL
I NSURANCE COVPANY UNDER THI S ACT EXCEPT THAT THE MJUTUAL HOLDI NG
COMPANY SHALL NOT BE | SSUED A CERTI FI CATE OF AUTHORI TY TO | SSUE
POLI CI ES OR TRANSACT THE BUSI NESS OF | NSURANCE.

Sec. 5800. (1) This chapter applies only to donestic nutual
insurers transacting property, casualty, disability, and other
i nsurances AND TO MJTUAL HOLDI NG COVPANI ES RESULTI NG FROM THE
REORGANI ZATI ON OF THOSE MJUTUAL | NSURERS.

(2) This chapter does not apply to any domestic insurer
doi ng busi ness on August 10, 1917, unless the insurer fully com
plies with this chapter and by resolution of its board of direc-
tors duly certified to by the president and secretary and fil ed
wi th and approved by the conmi ssioner elects to adopt the provi-
sions of this chapter, in which case the insurer may thereafter
effect such kind or kinds of insurance as specified inits arti-
cles of incorporation as then or thereafter anended or as may be
specified in the resol ution.

(3) A person —or—persons— incorporating under this chapter
after January 1, 1984, is subject to the mnimumfinanci al
requi renents of sections 408 and 410. Any corporation
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i ncorporated under this chapter on or before January 1, 1984,
shall continue to be subject to the provisions of section
5810( 3) .

(4) A DOVESTI C MJUTUAL | NSURER TRANSACTI NG PROPERTY, CASUAL-
TY, DI SABILITY, AND OTHER | NSURANCES MAY BE REORGANI ZED PURSUANT
TO CHAPTERS 59 AND 60.

SEC. 5803. A MJUTUAL HOLDI NG COVPANY RESULTI NG FROM A REOR-
GANI ZATI ON UNDER CHAPTER 60 SHALL BE CONSI DERED A DOVESTI C MJUTUAL
I NSURANCE COVPANY UNDER THI S ACT EXCEPT THAT THE MJUTUAL HOLDI NG
COMPANY SHALL NOT BE | SSUED A CERTI FI CATE OF AUTHORI TY TO | SSUE
POLI CI ES OR TRANSACT THE BUSI NESS OF | NSURANCE.

Sec. 5901. As used in this chapter

(a) "Converted stock conpany” neans a M chigan domcil ed
stock insurance conpany that converted froma M chigan domcil ed
nmut ual conpany OR A STOCK BUSI NESS CORPCRATI ON RESULTI NG FROM
CONVERSI ON OF A MUTUAL HOLDI NG COMPANY pursuant to this chapter.

(b) "Eligible nenber" except as otherw se provided in
section 5915, nmeans a nenber whose policy is in force on the date
t he nmutual company’s board of directors adopts a plan of
conversion. A person insured under a group policy is not an eli-
gi bl e nenber. A person whose policy becones effective after the
board of directors adopts the plan but before the plan's effec-
tive date is not an eligible nmenber but has the rights estab-
| i shed under section 59109.

(c) "Plan of conversion” or "plan" neans a plan adopted by a
M chi gan donestic nutual conpany’s OR MJTUAL HOLDI NG COVPANY' S

02980’ 99 (S-1)
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board of directors pursuant to this chapter to convert the nutua
conpany into a M chigan domciled stock conpany.

Sec. 5905. (1) The follow ng provisions shall be included
in the plan:

(a) The reasons for the proposed conversion.

(b) The effect of the conversion on existing policies,
including all of the follow ng:

(i) A provision that all policies in force on the effective
date of conversion continue to remain in force under the terns of
the policies, except that any voting rights of the policyhol ders
provi ded for under the policies or under this chapter are extin-
gui shed on the effective date of the conversion.

(ii) A provision that holders of participating policies in
effect on the date of conversion continue to have the right to
recei ve dividends as provided in the participating policies, if
any.

(iii) A provision that, except for the nutual conpany’'s life
pol i ci es, guaranteed renewabl e accident and health policies, and
guar ant eed renewabl e, noncancel abl e acci dent and heal th policies,
upon the renewal date of a participating policy, the converted
stock conpany may issue the insured a nonparticipating policy as
a substitute for the participating policy.

(c) The subscription rights to eligible nenbers, including
both of the follow ng:

(i) A provision that each eligible nenber is to receive,
wi t hout paynent, —rnontransferabte— subscription rights to
purchase a portion of the capital stock of the converted stock

02980’ 99 (S-1)
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conpany. SUBSCRI PTI ON RI GHTS SHALL BE NONTRANSFERABLE UNLESS
OTHERW SE PROVI DED I N THE PLAN. A PLAN PROVI DI NG FOR TRANSFER-
ABLE SUBSCRI PTI ON RI GHTS SHALL | NCLUDE WHATEVER TERMS, CONDI -
TIONS, AND RESTRI CTI ONS ON TRANSFERS THAT THE COWM SSI ONER DETER-
M NES ARE REASONABLY NECESSARY TO PROTECT THE MEMBER S | NTERESTS.
As an alternative to subscription rights in the converted stock
conpany, the plan may provide that each eligible nenber is to
receive, wthout paynent, —nontransferabte— subscription rights
to purchase a portion of the capital stock of 1 of the

fol | ow ng:
(A) A corporation organized for the purpose of purchasing
and holding all the stock of the converted stock conpany.

(B) An unaffiliated corporation that will purchase all the
stock of the converted stock conpany.

(C A stock insurance conpany into which the nutual conpany
will be nerged.

(ii) A provision that the subscription rights shall be allo-
cated in whole shares anong the eligible nenbers using a fair and
equitable formula. This fornmula may but need not take into
account how the different classes of policies of the eligible
menbers contributed to the surplus of the nutual conpany or any
other factors that may be fair or equitable.

(2) The plan shall provide a fair and equitable neans for
al l ocating shares of capital stock in the event of an oversub-
scription to shares by eligible nenbers exercising subscription
rights received under subsection (1)(c).

02980’ 99 (S-1)
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(3) The plan shall provide that any shares of capital stock
not subscribed to by persons exercising subscription rights
recei ved under subsection (1)(c) shall be sold in a public offer-
ing through an underwiter. |f the nunmber of shares of capital
stock not subscribed by eligible nmenbers is so small in nunber
that it does not warrant the expense of a public offering, the
pl an of conversion may provide for purchasing unsubscribed shares
by a private placenent or other alternative nethod approved by
the commi ssioner that is fair and equitable to eligible nenbers.

(4) The plan shall set the total price of the capital stock
equal to the estimated pro forma market value of the converted
stock conpany or the stock of another corporation that is partic-
ipating in the conversion plan, as provided in subsection
() (c)(i)(A), (B), or (C based upon an independent eval uation by
a qualified expert. This pro forma market value nmay be that
value that is estimated to be necessary to attract full subscrip-
tion for the shares, as indicated by the independent eval uati on.

(5) The plan shall set the purchase price per share of capi-
tal stock equal to any reasonabl e anount.

(6) The plan shall provide for notice and a cl ear expl ana-
tion to eligible nenbers of their right to subscribe to stock of
the converted stock conpany or the stock of another corporation
that is participating in the conversion plan.

Sec. 5911. (1) The plan nmay provide that the directors and
officers of the nutual conpany shall receive, w thout paynent,
—nontransferable— subscription rights to purchase capital stock
of the converted stock conpany or the stock of another
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corporation that is participating in the conversion plan, as
provided in section 5905(1)(c)(i)(A), (B), or (C. These sub-
scription rights shall be allocated anong the directors and offi -
cers by a fair and equitable fornula.

(2) The total nunber of shares that may be purchased under
subsection (1) shall not exceed 25% of the total nunber of shares
to be issued for a nutual conpany if total assets of the conpany
are |l ess than $50, 000, 000.00 or 15% of the total number of shares
to be issued for a nutual conpany if total assets of the conpany
are nore than $500, 000, 000. 00. For nutual conpanies with total
assets of or between $50, 000, 000. 00 and $500, 000, 000. 00, the per-
centage of the total nunber of shares that may be purchased shal
be interpol at ed.

(3) Stock purchased by a director or officer under subsec-
tion (1) may not be sold within 1 year after the effective date
of the conversion.

Sec. 5913. The plan may allocate to a tax-qualified
enpl oyee benefit plan —rmontransferablte— subscription rights to
purchase up to 10% of the capital stock of the converted stock
conpany or the stock of another corporation that is participating
in the conversion plan, as provided in section 5905(1)(c)(i)(A),
(B), or (C. This enployee benefit plan is entitled to exercise
its subscription rights regardless of the total nunmber of shares
pur chased by ot her persons.

Sec. 5915. (1) The board of directors may adopt a plan of
conversion that does not rely in whole or in part upon issuing
—nontransferable— subscription rights to nenbers to purchase
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stock of the converted stock conmpany if the conmm ssioner finds
that the plan does not prejudice the interests of the nmenbers, is
fair and equitable, and is not inconsistent with the purpose and
intent of this chapter. An alternative plan may include the
merger of a donestic nutual insurer into a donmestic or foreign
stock insurer, issuing stock or cash to policyhol ders instead of
subscription rights, or another plan approved by the
conmm ssioner. The comm ssioner may retain, at the nutual
conpany’s expense, any qualified expert not otherw se a part of
the comm ssioner’s staff to assist in review ng whether the plan
may be approved by the comm ssioner.

(2) For an alternative plan submtted under subsection (1)
by a U S. branch of an alien insurer, "eligible nmenber" neans a
policyhol der eligible to receive a benefit upon denutualization
in accordance with the plan of denutualization approved in, and
t he denmutualization statute and regul ations of, the jurisdiction
in which the alien insurer is domciled, and approved by the com
m ssi oner as consistent with the purposes of this chapter. As
used in this subsection, "U S. branch" nmeans a business unit
t hrough which insurance is transacted within the United States by
an alien insurer that uses this state as a state of entry.

CHAPTER 60
REORGANI ZATI ON OF MUTUAL | NSURERS

SEC. 6001. AS USED IN TH S CHAPTER:

(A) "CONVERTED COMPANY" MEANS A M CH GAN DOM Cl LED STOCK
I NSURANCE COVPANY THAT RESULTS FROM THE RECRGANI ZATI ON OF A
MUTUAL COMPANY UNDER THI S CHAPTER.

02980’ 99 (S-1)
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(B) "ELIGEd BLE MEMBER' MEANS A MEMBER VWHOSE POLICY IS IN
FORCE ON THE DATE THE MUTUAL COVPANY' S BOARD OF DI RECTORS ADOPTS
A PLAN OF REOCRGANI ZATI ON UNDER THI S CHAPTER.

(C© "I NTERMEDI ATE HOLDI NG COMPANY" MEANS A BUSI NESS CORPORA-
TI ON SUBSI DI ARY CF A MJUTUAL HOLDI NG COVPANY DOM CI LED IN THI S
STATE, ANY OTHER STATE, OR THE DI STRI CT OF COLUMBI A THAT | S
AUTHORI ZED TO I SSUE 1 OR MORE CLASSES OF CAPI TAL STOCK, THE COR-
PORATE PURPOSES OF WHI CH | NCLUDE HOLDI NG DI RECTLY OR | NDI RECTLY
THE VOTI NG STOCK OF A CONVERTED COVPANY.

(D "MEMBER' MEANS A PERSON VWHO, ON THE RECORDS OF THE
MUTUAL COMPANY AND PURSUANT TO I TS ARTI CLES OF | NCORPORATI ON OR
BYLAWS, |'S CONSI DERED TO BE A HOLDER OF A MEMBERSHI P | NTEREST I N
THE MUTUAL COWMPANY. A PERSON | NSURED UNDER A GROUP POLICY |'S NOT
A MEMBER. ON AND AFTER THE EFFECTI VE DATE OF A REORGAN ZATI ON
UNDER THI S CHAPTER, MEMBER MEANS A MEMBER OF THE MUTUAL HOLDI NG
COMPANY CREATED I N THE REORGANI ZATI ON.

(E) "MJUTUAL HOLDI NG COVPANY" OR "MVHC' MEANS A MUTUAL CORPO
RATI ON RESULTI NG FROM A REORGANI ZATI ON OF A MUTUAL COWVPANY UNDER
TH S CHAPTER.

(F) "MJUTUAL COMPANY" MEANS A DOVESTI C MUTUAL | NSURANCE COM
PANY ORGANI ZED UNDER CHAPTER 50, 54, OR 58.

(G "PLAN OF REORGANI ZATI ON' OR "PLAN' MEANS A PLAN ADOPTED
PURSUANT TO THI S CHAPTER BY THE BOARD OF DI RECTORS OF A MUTUAL
COVPANY FOR THE REORGANI ZATI ON OF THE MUTUAL COVPANY SI MULTA-
NEQUSLY | NTO BOTH A MJUTUAL HCOLDI NG COMPANY AND A CONVERTED COw
PANY EXI STI NG AS A DI RECT OR | NDI RECT STOCK SUBSI DI ARY OF THE
MUTUAL HCLDI NG COVPANY.

02980’ 99 (S-1)
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(H "POLI CY" MEANS A GROUP OR | NDI VI DUAL | NSURANCE POLI CY OR
CONTRACT | SSUED BY A MJUTUAL COMPANY. THE TERM POLI CY DOES NOT
| NCLUDE A CERTI FI CATE OF | NSURANCE | SSUED I N CONNECTI ON W TH A
GROUP POLI CY OR CONTRACT.

(1) "POLI CYHOLDER' MEANS THE HOLDER OF A POLI CY OTHER THAN A
REI NSURANCE CONTRACT.

SEC. 6003. (1) UPON APPROVAL OF THE COW SSI ONER, A MJTUAL
COVPANY NAY REORGANI ZE BY FORM NG SI MULTANEOUSLY A MUTUAL HOLDI NG
COVPANY AND CONVERTI NG THE MUTUAL COVPANY | NTO A DI RECT OR I NDI -
RECT STOCK SUBSI DI ARY OF THE MJUTUAL HOLDI NG COMPANY. UNLESS OTH
ERW SE SPECI FI CALLY REQUESTED I N A PLAN OF REORGANI ZATI ON FI LED
W TH THE COW SSI ONER, REORGANI ZATI ON UNDER THI S CHAPTER IS NOT A
FULL CONVERSI ON OF A MUTUAL COVPANY OR OF A MJUTUAL HCOLDI NG COwv
PANY, AS OTHERW SE AVAI LABLE UNDER CHAPTER 59. CHAPTER 59 CON-
VERSI ONS ARE SEPARATE TRANSACTI ONS FROM A REORGANI ZATI ON UNDER
TH S CHAPTER, BUT MAY OCCUR WTH OR AS A RESULT OF A RECRGANI ZA-
TION UNDER THI S CHAPTER | F SO REQUESTED I N A PLAN APPROVED BY THE
COW SSI ONER UNDER CHAPTER 59.

(2) A MJUTUAL HOLDI NG COVPANY FORMED UNDER THI S CHAPTER NMAY
DEMUTUALI ZE BY COVPLYI NG W TH THE APPLI CABLE PROVI SI ONS OF CHAP-
TER 59.

SEC. 6005. (1) A MJTUAL COWPANY SEEKI NG TO REORGANI ZE TO A
MUTUAL HOLDI NG COVPANY STRUCTURE SHALL ADOPT, BY THE AFFI RVATI VE
VOTE OF NOT LESS THAN 2/3 OF ITS BOARD OF DI RECTORS, A PLAN OF
REORGANI ZATI ON UNDER THI S CHAPTER.

(2) AT ANY Tl ME BEFORE APPROVAL OF A PLAN OF REORGANI ZATI ON
BY ELI G BLE MEMBERS, THE MJUTUAL COWMPANY, BY THE AFFI RVATI VE VOTE

02980’ 99 (S-1)
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OF NOT LESS THAN 2/3 OF I TS BOARD OF DI RECTORS, MAY AMEND OR
W THDRAW THE PLAN.

SEC. 6007. A PLAN OF REORGANI ZATI ON SHALL | NCLUDE ALL OF
THE FOLLOW NG

(A) THE REASONS FOR THE PROPOSED REORGANI ZATI ON.

(B) THE EFFECT OF THE REORGANI ZATI ON ON EXI STI NG POLI Cl ES
| NCLUDI NG ALL OF THE FOLLOW NG

(i) A PROVISI ON THAT ALL POLICIES I N FORCE ON THE EFFECTI VE
DATE OF THE REORGANI ZATI ON CONTI NUE TO REMAI N | N FORCE UNDER THE
TERMS OF THOSE PCLI CI ES, EXCEPT THAT ANY VOTI NG OR OTHER MEMBER-
SH P RIGHTS OF THE PCLI CYHOLDERS PROVI DED FOR UNDER THE POLI Cl ES
OR UNDER THI' S ACT, AND ANY CONTI NGENT LI ABI LI TY POLI CY PROVI SI ONS
PERM TTED BY THI S ACT ARE EXTI NGUI SHED ON THE EFFECTI VE DATE OF
THE REORGANI ZATI ON.

(1i) A PROVI SION THAT HOLDERS OF PARTI Cl PATI NG POLICIES I N
EFFECT ON THE DATE OF REORGANI ZATI ON CONTI NUE TO HAVE THE RI GHT
TO RECEI VE DI VI DENDS AS PROVI DED | N THE PARTI CI PATI NG PQOLI Cl ES,

I F ANY.

(i) A PROVI SI ON THAT, EXCEPT FOR A MJUTUAL COMPANY' S LI FE
POLI CI ES, GUARANTEED RENEWABLE ACCI DENT AND HEALTH PCLI CI ES, AND
NONCANCELABLE ACCI DENT AND HEALTH POLI CI ES, THE CONVERTED COVPANY
MAY | SSUE THE | NSURED A NONPARTI CI PATI NG PCLI CY AS A SUBSTI TUTE
FOR THE PARTI CI PATI NG PCLI CY UPON THE RENEWAL DATE OF A PARTICl -
PATI NG PCLI CY.

(C THE DETAI LED PLANS FOR GRANTI NG MEMBERSHI P | NTERESTS TO
CURRENT AND FUTURE PCLI CYHOLDERS OF THE CONVERTED COVPANY.

02980’ 99 (S-1)
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(D) | NFORVATI ON SUFFI CI ENT TO DEMONSTRATE THAT THE FI NANCI AL
CONDI TI ON OF THE CONVERTED COMPANY W LL NOT BE DIM NI SHED BY THE
PLAN.

(E) A DESCRI PTI ON OF ANY CURRENT PLANS OR ANY PROPOSAL
APPROVED BY THE MUTUAL COVPANY BQOARD TO | SSUE SHARES OF AN | NTER-
MEDI ATE HOLDI NG COMPANY OR SHARES OF THE CONVERTED COMPANY TO THE
PUBLI C OR TO OTHER PERSONS WHO ARE NOT DI RECT OR | NDI RECT SUBSI D-
| ARIES OF THE MJUTUAL HOLDI NG COVPANY.

(F) THE I DENTITY OF THE PROPCSED OFFI CERS AND DI RECTORS OF
THE MUTUAL HOLDI NG COMPANY AND EACH | NTERMEDI ATE HOLDI NG COMPANY,
I F ANY, TOGETHER W TH OTHER BI OGRAPHI CAL | NFORMATI ON AS THE COM
M SSI ONER REQUESTS.

(G OTHER | NFORMATI ON AS THE COWM SSI ONER REQUESTS OR PRE-
SCRI BES BY RULE.

SEC. 6009. (1) A PLAN OF REORGANI ZATI ON SHALL PROVI DE THAT
A MUTUAL LI FE | NSURANCE COVPANY' S PARTI Cl PATI NG LI FE POLICIES I N
FORCE ON THE EFFECTI VE DATE OF THE CONVERSI ON SHALL BE OPERATED
BY THE CONVERTED COMPANY FOR DI VI DEND PURPCSES AS A CLOSED BLOCK
OF PARTI Cl PATI NG BUSI NESS EXCEPT THAT ANY OR ALL CLASSES OF GROUP
PARTI Cl PATI NG POLI CI ES MAY BE EXCLUDED FROM THE CLOSED BLOCK.

(2) THE PLAN SHALL ESTABLI SH 1 OR MORE SEGREGATED ACCOUNTS
FOR THE BENEFI T OF THE CLOSED BLOCK OF BUSI NESS AND SHALL ALLO
CATE TO THOSE SEGREGATED ACCOUNTS ENOUGH ASSETS OF THE MUTUAL
COVMPANY SO THAT THE ASSETS TOGETHER W TH THE REVENUE FROM THE
CLOSED BLOCK OF BUSI NESS ARE SUFFI Cl ENT TO SUPPORT THE CLOSED
BLOCK | NCLUDI NG BUT NOT LIMTED TO THE PAYMENT OF CLAI Ms,
EXPENSES, TAXES, AND ANY DI VI DENDS THAT ARE PROVI DED FOR UNDER
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THE TERMS OF THE PARTI Cl PATI NG POLI CI ES, W TH APPROPRI ATE
ADJUSTMENTS I N THE DI VI DENDS FOR EXPERI ENCE CHANGES.

(3) THE PLAN SHALL BE ACCOMPANI ED BY AN ACTUARI AL OPI Nl ON AS
TO THE ADEQUACY OF RESERVES OR ASSETS BY A QUALI FI ED ACTUARY OR
AN APPO NTED ACTUARY WHO MEETS THE STANDARDS REQUI RED UNDER THI S
ACT OR UNDER REGULATI ONS ESTABLI SHED UNDER THI S ACT FOR THE SUB-
M SSI ON OF ACTUARI AL OPI NI ONS. THE ACTUARI AL OPI NI ON SHALL
RELATE TO THE ADEQUACY OF THE ASSETS ALLOCATED TO THE SEGREGATED
ACCOUNTS I N SUPPORT OF THE CLOSED BLOCK OF BUSI NESS. THE ACTUAR-
I AL OPI Nl ON SHALL BE BASED ON METHODS OF ANALYSI S CONSI DERED
APPROPRI ATE FOR THOSE PURPOSES BY THE ACTUARI AL STANDARDS BOARD
AND AS CERTI FI ED BY THE COW SSI ONER. THE AMOUNT OF ASSETS ALLO
CATED TO THE SEGREGATED ACCOUNTS OF THE CLOSED BLOCK SHALL BE
BASED UPON THE MUTUAL LI FE | NSURANCE COVPANY' S LAST ANNUAL STATE-
MENT THAT IS UPDATED TO THE EFFECTI VE DATE OF THE
REORGANI ZATI ON.

(4) THE CONVERTED COVPANY SHALL KEEP A SEPARATE ACCOUNTI NG
FOR THE CLOSED BLOCK AND SHALL MAKE AND | NCLUDE I N THE ANNUAL
STATEMENT TO BE FI LED WTH THE COW SSI ONER EACH YEAR A SEPARATE
STATEMENT SHOW NG THE GAI'NS, LOSSES, AND EXPENSES PROPERLY
ATTRI BUTABLE TO THE CLOSED BLOCK.

(5) UPON THE COWM SSI ONER' S APPROVAL, ASSETS ALLOCATED TO
THE CLOSED BLOCK THAT ARE I N EXCESS OF THE AMOUNT OF ASSETS NEC-
ESSARY TO SUPPORT THE REMAI NI NG POLI CIES I N THE CLOSED BLOCK
SHALL PERI ODI CALLY REVERT TO THE BENEFI T OF THE CONVERTED
COMPANY.

02980’ 99 (S-1)
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(6) THE COW SSI ONER MAY WAI VE THE REQUI REMENT FOR THE
ESTABLI SHMENT OR CONTI NUATI ON OF A CLOSED BLOCK OF BUSI NESS | F
THE COVM SSI ONER CONSIDERS IT TO BE I N THE BEST | NTEREST OF THE
PARTI ClI PATI NG POLI CYHOLDERS OF A CONVERTED COVPANY TO DO SO.

(7) THI'S SECTI ON APPLI ES ONLY TO MJUTUAL LI FE | NSURANCE
COMPANI ES.

SEC. 6011. (1) AFTER ADOPTI ON BY THE MJUTUAL COVPANY' S BOARD
OF DI RECTORS AND PRI OR TO THE MEMBERS APPROVAL OF THE PLAN OF
REORGANI ZATI ON, A MUTUAL COMPANY SHALL FI LE ALL OF THE FOLLOW NG
DOCUMENTS W TH THE COWM SSI ONER FOR REVI EW AND APPROVAL.:

(A) THE PLAN OF REORGANI ZATI ON.

(B) THE FORM OF NOTI CE REQUI RED BY SECTI ON 6013 FOR ELI G BLE
MEMBERS TO VOTE ON THE PLAN.

(© ANY PROXIES TO BE SOLI Cl TED FROM ELI G BLE MEMBERS AND
ANY OTHER SOLI CI TI NG MATERI ALS.

(D) THE PROPOSED ARTI CLES OF | NCORPORATI ON AND BYLAWS OF THE
MUTUAL HCLDI NG COMPANY, EACH | NTERMVEDI ATE HOLDI NG COMPANY, | F
ANY, AND THE REVI SED ARTI CLES OF | NCORPORATI ON AND BYLAWS OF THE
CONVERTED COMPANY.

(2) THE COW SSI ONER MAY HOLD A HEARI NG TO REVI EW A PLAN OF
REORGANI ZATI ON. THE COWMM SSI ONER SHALL APPROVE THE PLAN UPON
FI NDI NG BOTH OF THE FOLLOW NG

(A) THE PLAN COWPLIES WTH THI S CHAPTER

(B) THE PLAN IS FAIR AND EQUI TABLE TO THE | NTERESTS OF THE
POLI CYHOLDERS.
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(3) THE COW SSI ONER SHALL APPROVE OR DI SAPPROVE A PLAN BY
NOT LATER THAN 90 DAYS AFTER THE FI LI NG OF THE DOCUMENTS UNDER
SUBSECTI ON (1) .

(4) THE COW SSI ONER MAY CONDI TI ONALLY APPROVE A PLAN | F HE
OR SHE DETERM NES THAT CONDI TI ONS ARE REASONABLY NECESSARY TO
PROTECT POLI CYHOLDER | NTERESTS. THE CONDI TI ONS MAY | NCLUDE, BUT
ARE NOT LIMTED TO, THE FOLLOW NG

(A) PRI OR APPROVAL OF ANY CONCURRENT OR SUBSEQUENT ACQUI SI -
TI ON, MERGER, OR FORMATI ON OF AFFI LI ATE ENTI TIES OF THE MJUTUAL
HOLDI NG COVPANY.

(B) PRI OR APPROVAL OF THE CAPI TAL STRUCTURE OF OR ANY
CHANGES TO THE CAPI TAL STRUCTURE OF ANY | NTERMEDI ATE HOLDI NG
COMPANY.

(C© PRI OR APPROVAL OF ANY I NI TI AL PUBLI C OFFERI NG OR OF ANY
OTHER | SSUANCE OF EQUI TY OR DEBT SECURI TI ES OF AN | NTERVEDI ATE
HOLDI NG COVPANY OR OF THE CONVERTED COMPANY I N A PRI VATE SALE OR
PUBLI C OFFERI NG

(D) PRI OR APPROVAL OF THE EXPANSI ON OF THE MJUTUAL HOLDI NG
I NSURANCE COVPANY SYSTEM | NTO LI NES OF BUSI NESS, | NDUSTRIES, OR
OPERATIONS FOR VHICH I T WAS NOT LI CENSED OR AUTHORI ZED AT THE
TI ME OF THE REORGANI ZATI ON.

(E) LIM TATIONS ON DI VI DENDS AND DI STRI BUTI ONS | F THE EFFECT
WOULD BE TO REDUCE CAPI TAL AND SURPLUS OF THE CONVERTED COVPANY,
I N ADDI TI ON TO ANY LI M TATI ONS THAT MAY OTHERW SE BE AUTHORI ZED
BY LAW

(F) LIMTATIONS ON THE PLEDGE OR ENCUMBRANCE OF THE STOCK OF
THE CONVERTED COMPANY.
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(5) THE COW SSI ONER MAY RETAIN, AT THE MJUTUAL COVPANY' S
EXPENSE, ANY QUALI FI ED EXPERT NOT OTHERW SE A PART OF THE
COW SSI ONER' S STAFF TO ASSI ST | N REVI EWN NG THE PLAN CF
REORGANI ZATI ON.

SEC. 6013. (1) ALL ELI A BLE MEMBERS SHALL BE G VEN NOTI CE
OF THE MEMBERS MEETI NG TO VOTE UPON THE PLAN OF REORGANI ZATI ON.
THE NOTI CE SHALL BRI EFLY BUT FAI RLY DESCRI BE THE PROPOSED PLAN,
I NCLUDI NG | DENTI FYI NG | N REASONABLE DETAI L THE BENEFI TS AND
RI SKS, AND SHALL | NFORM THE MEMBER OF MEMBER RI GHTS TO VOTE ON
THE PLAN. A PLAN SUMMARY COR COPY OF THE PLAN SHALL ACCOMPANY THE
NOTI CE. THE NOTI CE SHALL BE MAI LED TO EACH MEMBER S LAST KNOWN
ADDRESS SHOWN ON THE MUTUAL COVPANY' S RECORDS, W THI N 45 DAYS
AFTER THE COW SSI ONER' S APPROVAL OF THE PLAN. THE MEETI NG TO
VOTE UPON THE PLAN SHALL BE SET FOR A DATE THAT IS NOT LESS THAN
45 DAYS AFTER THE DATE WHEN THE NOTI CE OF THE MEMBERS MEETING | S
MAI LED BY THE MJUTUAL COMPANY. | F THE MEETI NG TO VOTE UPON THE
PLAN IS HELD DURI NG THE MJTUAL COMPANY’ S ANNUAL MEETI NG OF POLI -
CYHOLDERS, ONLY 1 COMBI NED NOTI CE OF MEETI NG I S REQUI RED.

(2) THE PLAN OF REORGANI ZATI ON SHALL BE ADOPTED AT A MEETI NG
WTH A QUORUM PRESENT UPON RECEI VI NG THE AFFI RVATI VE VOTE OF AT
LEAST 2/3 OF THE VOTES CAST BY ELI G BLE MEMBERS.

(3) MEMBERS ENTI TLED TO VOTE UPON THE PROPOSED PLAN MAY VOTE
I N PERSON OR BY PROXY. CERTIFIED COPIES OF ANY FORMS OF PROXI ES
TO BE SCOLI C TED FROM ELI G BLE MEMBERS, TOGETHER W TH THE RELATED
PROXY STATEMENT AND ANY OTHER SOLI Cl TI NG MATERI ALS, SHALL BE
FI LED WTH THE PLAN AND APPROVED BY THE COWMM SSI ONER BEFCRE THEI R
USE.
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(4) EACH ELI d BLE MEMBER MAY CAST VOTES UPON EACH MATTER
COM NG TO A VOTE I N ACCORDANCE W TH ANY RI GHTS OR CLASSI FI CATI ONS
OF MEMBERS AS PROVI DED I N THE MJUTUAL | NSURER S ARTI CLES OF | NCOR-
PORATI ON OR BYLAWS. | F THE ARTI CLES OF | NCORPORATI ON OR BYLAWS
ARE S| LENT, EACH ELI G BLE MEMBER MAY CAST 1 VOTE.

SEC. 6015. AFTER THE ELI G BLE MEMBERS HAVE APPROVED A PLAN
OF REOCRGANI ZATI ON, THE CONVERTED COMPANY SHALL FILE ALL OF THE
FOLLOW NG DOCUMENTS W TH THE COWM SSI ONER:

(A) THE M NUTES OF THE MEMBERS MEETI NG AT WH CH THE PLAN OF
REORGANI ZATI ON WAS VOTED UPON.

(B) THE ARTI CLES AND BYLAWS OF THE MJUTUAL HOLDI NG COVPANY
AND EACH | NTERMVEDI ATE HOLDI NG COMPANY, | F ANY, AND THE REVI SED
ARTI CLES OF | NCORPORATI ON AND BYLAWS OF THE CONVERTED COMPANY.

SEC. 6017. (1) ADOPTI ON OF ARTI CLES OF | NCORPORATI ON FOR
THE MUTUAL HOLDI NG COMPANY, EACH | NTERVEDI ATE HOLDI NG COMPANY, | F
ANY, AND REVI SED ARTI CLES OF | NCORPORATI ON FOR THE CONVERTED COw
PANY | S NECESSARY TO | MPLEMENT THE PLAN OF REORGANI ZATI ON.
PROCEDURES FOR ADOPTI ON OR REVI SI ON OF THESE ARTI CLES ARE GOV-
ERNED BY THE APPLI CABLE PROVI SIONS OF THHS ACT OR, IN THE CASE OF
AN | NTERMEDI ATE HOLDI NG COMPANY, THE BUSI NESS CORPORATI ON LAW OF
THE STATE I N WHI CH THE | NTERVEDI ATE HOLDI NG COMPANY | S
| NCORPORATED. THE MEMBERS MAY ADOPT REVI SED ARTI CLES OF | NCORPO
RATI ON AT THE SAME MEETI NG AT WH CH THE MEMBERS APPROVE THE
PLAN.

(2) THE ARTI CLES OF | NCORPORATI ON OF A MUTUAL HOLDI NG COw
PANY SHALL | NCLUDE ALL OF THE FOLLOW NG
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(A) THAT IT IS A MJTUAL HOLDI NG COVWANY ORGANI ZED AS AN
| NSURER UNDER CHAPTER 50, 54, OR 58.

(B) THAT THE MJUTUAL HOLDI NG COMPANY NMAY HOLD NOT LESS THAN A
MAJORI TY OF THE SHARES OF VOTI NG STOCK OF A CONVERTED COMPANY OR
AN | NTERMEDI ATE HOLDI NG COVPANY, VWHI CH I N TURN HOLDS DI RECTLY OR
I NDI RECTLY ALL OF THE VOTI NG STOCK OF A CONVERTED COMPANY.

(© THAT IT IS NOT AUTHORI ZED TO | SSUE ANY CAPI TAL STOCK
EXCEPT PURSUANT TO A CONVERSI ON | N ACCORDANCE W TH CHAPTER 59.

(D) THAT I'TS MEMBERS SHALL HAVE THE RI GHTS SPECIFIED IN TH' S
CHAPTER AND I N I TS ARTI CLES OF | NCORPORATI ON AND BYLAWS.

SEC. 6019. (1) A PLAN BECOVES EFFECTI VE WHEN THE COW S-

SI ONER HAS APPROVED THE PLAN, THE MEMBERS HAVE APPROVED THE PLAN,
AND THE ARTI CLES OF | NCORPORATI ON OF THE MUTUAL HOLDI NG COVPANY,

EACH | NTERVEDI ATE HOLDI NG COMPANY, | F ANY, AND THE REVI SED ARTI -

CLES OF | NCORPORATI ON OF THE CONVERTED COVPANY HAVE BEEN ADOPTED
AND FI LED WTH THE COVWM SSI ONER.

(2) ALL OF THE FOLLOW NG SI MULTANEQUSLY OCCUR WHEN A PLAN OF
REORGANI ZATI ON BECOVES EFFECTI VE UNDER THI S CHAPTER:

(A) THE MJUTUAL COVPANY BECOVES A CONVERTED COVPANY AND THE
CORPORATE EXI STENCE OF THE MUTUAL COWMPANY CONTI NUES | N THE CON
VERTED COMPANY W TH THE ORI G NAL DATE OF | NCORPORATI ON OF THE
MUTUAL COMPANY.

(B) THE MEMBERSHI P | NTERESTS OF THE MUTUAL COVPANY' S PCLI CY-
HOLDERS ARE EXTI NGUI SHED, AND ALL OF THE MUTUAL COWPANY' S ELI d -
BLE MEMBERS BECOVE MEMBERS OF THE MUTUAL HOLDI NG COVPANY BY AND
I N ACCORDANCE W TH THE ARTI CLES OF | NCORPORATI ON AND BYLAWS OF
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THE MUTUAL HOLDI NG COMPANY AND APPLI CABLE PROVI SIONS OF THI S
CHAPTER AND CHAPTERS 50, 54, AND 58.

(C© ALL THE RI GHTS, FRANCHI SES, AND | NTERESTS OF THE MUTUAL
COMPANY | N AND TO EVERY TYPE OF PROPERTY, REAL, PERSONAL, AND
M XED, AND ANY THI NGS I N ACTI ON BELONG NG TO | T, ARE TRANSFERRED
TO AND VESTED | N THE CONVERTED COVPANY W THOUT ANY DEED OR
TRANSFER.

(D) ALL THE OBLI GATI ONS AND LI ABI LI TIES OF THE MUTUAL COwW
PANY ARE ASSUMED BY THE CONVERTED COMPANY.

(E) ALL OF THE SHARES OF THE CAPI TAL STOCK OF THE CONVERTED
COMPANY SHALL BE | SSUED TO THE MJTUAL HCLDI NG COVPANY, WHI CH AT
ALL TIMES SHALL OWN A MAJORITY OF THE SHARES OF THE VOTI NG STOCK
OF THE CONVERTED COMPANY, EXCEPT THAT EI THER AT THE TI ME A PLAN
| S EFFECTI VE, OR AT A LATER TIME W TH THE COW SSI ONER S APPROV-
AL, 1 OR MORE | NTERVMEDI ATE HOLDI NG COMPANI ES MAY BE CREATED, SO
LONG AS THE MUTUAL HOLDI NG COVPANY AT ALL TIMES OMNS DI RECTLY OR
I NDI RECTLY A MAJORI TY OF THE SHARES OF THE VOTI NG STOCK OF THE
CONVERTED COMPANY.

(F) UNLESS OTHERW SE SPECI FI ED I N THE PLAN, THE DI RECTORS
AND OFFI CERS OF THE MUTUAL COVPANY SERVE AS DI RECTORS AND OFFI -
CERS OF THE CONVERTED COMPANY UNTI L NEW DI RECTORS AND OFFI CERS COF
THE CONVERTED COMPANY ARE DULY ELECTED PURSUANT TO THE ARTI CLES
OF | NCORPORATI ON AND BYLAWS OF THE CONVERTED COVPANY.

SEC. 6023. (1) NO MEMBER OF A MUTUAL HOLDI NG COVPANY NAY
TRANSFER MEMBERSHI P | N THE MJUTUAL HCLDI NG COVPANY.

(2) A MEMBER OF A MUTUAL HOLDI NG COVPANY | S NOT PERSONALLY
LI ABLE FOR THE ACTS, DEBTS, LIABILITIES, OR OBLIGATIONS OF THE
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MUTUAL HCOLDI NG COMPANY SOLELY BECAUSE OF H S OR HER MEMBERSHI P
STATUS.

(3) NO ASSESSMENTS OF ANY KI ND MAY BE | MPOSED UPON THE MEM
BERS OF A MJUTUAL HCOLDI NG COMPANY BY THE DI RECTORS OR MEMBERS, OR
BECAUSE OF ANY LI ABILITY, ACT, DEBT, OR OBLI GATI ON OF THE MJTUAL
HOLDI NG COVPANY OR OF ANY COMPANY OMNED OR CONTROLLED BY THE
MUTUAL HCLDI NG COVPANY.

(4) NEI THER A MEMBERSHI P | NTEREST I N A DOVESTI C MJUTUAL HOLD-
I NG COVPANY NCR ANY | NTERVEDI ATE OR TRANSI TI ONAL STAGES TAKEN
PURSUANT TO A PLAN CONSTI TUTES THE CREATI ON, | SSUANCE, OFFER TO
SELL, SOLICI TATION OF AN OFFER TO BUY, OR THE SALE OF A SECURITY
UNDER THE LAWS OF THI S STATE.

(5) A MEMBERSHI P | NTEREST I N THE MJUTUAL HOLDI NG COVPANY
AUTOVATI CALLY TERM NATES | F THE POLI CY THAT GAVE RI SE TO THE MEM
BERSHI P | NTEREST | S CANCELED, NONRENEWED, TERM NATED, OR
EXPI RES.

(6) EXCEPT AS OTHERW SE APPROVED BY THE COWM SSI ONER, A MEM
BERSHI P | NTEREST I N THE MJTUAL HCLDI NG COMPANY SHALL BE AUTOVATI -
CALLY CREATED WTH A NEW PQOLI CY | SSUED BY THE CONVERTED COMPANY.

SEC. 6025. (1) A MJTUAL HOLDI NG COVWPANY HAS THE SAME POVZERS
GRANTED TO DOVESTI C MJUTUAL | NSURANCE COMPANI ES AND | S SUBJECT TO
THE SAME REQUI REMENTS OF THI S ACT APPLI CABLE TO MUTUAL COWVPANI ES
THAT ARE NOT | NCONSI STENT W TH THE PROVI SIONS OF THI S CHAPTER
EXCEPT THAT A MJUTUAL HOLDI NG COVPANY DCES NOT HAVE AUTHORI TY TO
TRANSACT AN | NSURANCE BUSI NESS. THE COW SSI ONER MAY EXEMPT A
MJUTUAL HCOLDI NG COVPANY FROM ANY REQUI REMENT OF THI S ACT THAT THE
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COW SSI ONER FI NDS | NAPPLI CABLE TO A COMPANY THAT IS NOT | SSU NG
POLI CI ES OF | NSURANCE OR REI NSURANCE.

(2) NEI THER THE MUTUAL HOLDI NG COVPANY NOR ANY | NTERMEDI ATE
HOLDI NG COVPANY SHALL | SSUE OR REI NSURE POLI Cl ES OF | NSURANCE.

(3) WTH THE COWMM SSI ONER S APPROVAL AND AS PROVI DED UNDER
TH S ACT, A MJUTUAL HOLDI NG COVPANY MAY ENTER | NTO AN AFFI LI ATI ON,
CONSOLI DATI ON, MERGER, OR ACQUI SI TI ON AGREEMENT EI THER AT OR
AFTER THE EFFECTI VE DATE OF A RECRGANI ZATI ON UNDER THI S CHAPTER
W TH ANY MJUTUAL | NSURANCE COMPANY AUTHORI ZED TO DO BUSI NESS | N
TH S STATE OR W TH ANY MJUTUAL HOLDI NG COMPANY ORGANI ZED IN THI' S
STATE OR ANY OTHER STATE OR THE DI STRI CT OF COLUMBI A.

(4) THE ASSETS OF A MUTUAL HOLDI NG COMPANY ORGANI ZED UNDER
TH S CHAPTER ARE SUBJECT TO A LIEN I N FAVOR OF THE POLI CYHOLDERS
OF THE CONVERTED COVPANY UNDER SUCH TERMS AS THE COWM SSI ONER MAY
APPROVE.

SEC. 6027. W THOUT THE COW SSI ONER S PRI OR APPROVAL, NEI -
THER THE CONVERTED COMPANY NOR ANY OTHER PERSON AFFI LI ATED W TH
OR CONTROLLI NG THE CONVERTED COMPANY SHALL TRANSFER, ASSI G\, OR
DI VERT BUSI NESS FROM THE CONVERTED COMPANY TO ANY OTHER | NSURANCE
COMPANY OR AFFI LI ATE | F THE PURPOSE OR EFFECT OF DA NG SO WOULD
BE TO REDUCE SI GNI FI CANTLY THE NUMBER OF MEMBERS OF THE MUTUAL
HOLDI NG COVPANY. WHAT IS A SI GNI FI CANT REDUCTI ON SHALL BE DETER-
M NED BY THE COWM SSI ONER AFTER EXAM NATI ON OF THE CONVERTED
COVMPANY’ S BUSI NESS REASONS FOR EFFECTI NG ANY SUCH TRANSFER,
ASSI GNVENT, OR DI VERSI ON.

SEC. 6029. (1) A DIRECTOR, OFFICER, AGENT, OR EMPLOYEE OF
THE MUTUAL COVPANY OR ANY OTHER PERSON SHALL NOT RECEI VE ANY FEE,
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COW SSI ON, OR OTHER VALUABLE CONSI DERATI ON, OTHER THAN H S OR
HER USUAL SALARY AND COMPENSATI ON, FOR Al DI NG PROMOTI NG OR
ASSI STI NG | N A REOCRGANI ZATI ON UNDER THI S CHAPTER, EXCEPT AS PRO
VI DED FOR | N THE PLAN APPROVED BY THE COWM SSI ONER.

(2) ALL THE COSTS AND EXPENSES CONNECTED W TH A PLAN OF
REORGANI ZATI ON SHALL BE PAI D FOR OR REI MBURSED BY THE MUTUAL COW
PANY OR THE CONVERTED COMPANY.

SEC. 6031. (1) IF A MUTUAL COVPANY COWVPLI ES SUBSTANTI ALLY
AND I N GOOD FAI TH W TH THE NOTI CE REQUI REMENTS OF THI S CHAPTER,
THE MUTUAL COVPANY' S FAI LURE TO G VE A MEMBER ANY REQUI RED NOTI CE
DOES NOT | MPAIR THE VALI DI TY OF ANY ACTI ON TAKEN UNDER THI S
CHAPTER. THE COW SSI ONER MAY CONVENE AN APPROPRI ATE HEARI NG AT
ANY TI ME FOR PURPOSES OF DETERM NI NG THE EXI STENCE OF GOCD FAI TH
AND SUBSTANTI AL COMPLI ANCE BY THE MJUTUAL COMPANY.

(2) AN ACTI ON CHALLENG NG THE VALIDI TY OF OR ARI SI NG QUT OF
ACTS TAKEN OR PROPCSED TO BE TAKEN UNDER THI S CHAPTER, OTHER THAN
AN ACTI ON CHALLENG NG THE COW SSI ONER' S DECI SI ON APPROVI NG OR
DI SAPPROVI NG THE PLAN, SHALL BE COMVENCED W THI N 30 DAYS AFTER
THE ELI G BLE MEMBERS HAVE APPROVED THE PLAN. AN ACTI ON CHALLENG
I NG THE VALI DI TY OF THE COW SSI ONER' S DECI SI ON APPROVI NG OR DI S-
APPROVI NG THE PLAN SHALL BE COVMENCED W THI N 30 DAYS AFTER THE
COWM SSI ONER' S DECI SI ON | S ANNOUNCED.
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