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STATE OF NEW YORK

5121
2013- 2014 Regul ar Sessi ons
I N SENATE
May 10, 2013

Introduced by Sen. GRIFFO -- read twi ce and ordered printed, and when
printed to be conmmitted to the Conmttee on |Insurance

AN ACT to anend the insurance law, in relation to the denutualizati on of
domestic nmutual health insurance conpanies

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The insurance |aw is anmended by adding a new section 7313
to read as foll ows:

S 7313. REORGANI ZATI ON OF DOVESTI C MUTUAL ACCI DENT AND HEALTH | NSUR-
ANCE COWPANI ES.

(A) IN TH S SECTI ON:

(1) "AFFILIATE" OF A MJUTUAL | NSURER MEANS ANY PERSON WHO CONTROLS, IS
CONTROLLED BY OR | S UNDER COVMON CONTROL W TH, THE MJTUAL | NSURER BEI NG
CONVERTED. A CORPORATION IS AN AFFI LI ATE OF ANOTHER CORPORATI ON, REGARD-
LESS OF OMNERSHI P, | F SUBSTANTI ALLY THE SAME GROUP OF PERSONS MANAGE THE
TWO CORPORATI ONS.

(2) "CONTROL" HAS THE MEANING ASSIGNED TO IT I N PARAGRAPH TWO OF
SUBSECTI ON (A) OF SECTI ON ONE THOUSAND FI VE HUNDRED ONE OF THI S CHAPTER

(3) A "DOMVESTI C MUTUAL | NSURER' OR "MJTUAL | NSURER' MEANS A DQOVESTIC
MUTUAL ACCI DENT AND HEALTH | NSURANCE COMPANY ORGANI ZED UNDER ARTI CLE
TWELVE OF THI S CHAPTER AND LI CENSED UNDER ARTICLE FORTY-TWO OF TH'S
CHAPTER AND NOT OPERATI NG UNDER AN ORDER OF REHABI LI TATI ON.

(4) "POLICYHOLDER' MEANS A PERSON, AS DETERM NED BY THE RECORDS OF A
MUTUAL ACCI DENT AND HEALTH | NSURER, WHO | S DEEMED TO BE THE " POLI CYHOLD-
ER' OF A POLICY THAT IS O A TYPE DESCRIBED IN PARAGRAPH THREE OF
SUBSECTION (A) OF SECTION ONE THOUSAND ONE HUNDRED THI RTEEN OF THI S
CHAPTER.

(5) "POLI CYHOLDERS' MEMBERSHI P | NTEREST" MEANS AND | NCLUDES ALL PQLI -
CYHOLDERS' RIGHTS AS MEMBERS ARl SI NG UNDER THE CHARTER OF THE MJUTUAL
ACCI DENT AND HEALTH I NSURER OR THI S CHAPTER OR OTHERW SE BY LAW | NCLUD-
I NG THE RI GHTS TO VOTE AND TO PARTI Cl PATE I N THE DI STRI BUTI ON OF SURPLUS

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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VWHETHER OR NOT | NCI DENT TO A LI QUI DATI ON OF A MJTUAL ACCI DENT AND HEALTH
I NSURER. THE TERM " POLI CYHOLDERS' MEMBERSHI P | NTEREST" DCES NOT | NCLUDE
RIGHTS, [|INCLUDING WTHOUT LIMTATION THE RI GHT TO PARTI Cl PATE I N THE
DI STRIBUTI ON OF SURPLUS, EXPRESSLY CONFERRED UPON THE POLI CYHOLDERS BY
THEI R POLI Cl ES OR CONTRACTS OTHER THAN ANY RI GHT TO VOTE.

(6) "REORGANI ZATION' MEANS A CONVERSION IN ACCORDANCE WTH TH'S
SECTI ON.

(B)(1) A DQOVESTIC MJUTUAL | NSURER MAY APPLY TO THE SUPERI NTENDENT FOR
PERM SSI ON TO RECRGANI ZE AND CONVERT | NTO A DOVESTI C STOCK ACCI DENT  AND
HEALTH | NSURER COWVPLYI NG W TH THE RELEVANT ORGANI ZATI ON AND LI CENSI NG
PROVI SI ONS OF ARTI CLES TWELVE AND FORTY-TWO OF THI S CHAPTER. THE APPLI -
CATION TO THE SUPERI NTENDENT SHALL BE PURSUANT TO A RESOLUTI ON, ADOPTED
BY NO LESS THAN A MAJORI TY OF THE ENTI RE BOARD OF DI RECTORS, SPECI FYI NG
THE REASONS FOR AND THE PURPOSES OF THE PROPOSED CONVERSI ON AND THE
MANNER | N VHI CH THE CONVERSI ON | S EXPECTED TO BENEFI T POLI CYHOLDERS AND
THE PUBLIC. A COPY OF THE RESCLUTI ON, TOGETHER W TH A STATEMENT OF I TS
ADOPTI ON, BOTH CERTI FI ED BY THE PRESI DENT AND SECRETARY, OR OFFI CERS
CORRESPONDI NG TO EI THER OF THEM AND AFFI RVED BY THEM AS TRUE UNDER THE
PENALTI ES OF PERJURY AND UNDER THE SEAL OF THE MJTUAL | NSURER, AND SUCH
OTHER | NFORVATI ON AS THE SUPERI NTENDENT MAY REQUI RE SHALL ACCOVPANY THE
APPLI CATI ON.

(2) THE SUPERI NTENDENT SHALL ORDER AN EXAM NATI ON OF THE MJUTUAL | NSUR-
ER PURSUANT TO SECTI ON THREE HUNDRED TEN OF TH S CHAPTER AS OF THE LAST
DAY OF THE PERIOD COVERED IN THE INSURER S LATEST FI LED STATEMENT,
EXCEPT THAT THE PROPOSED CONVERSI ON SHALL TERM NATE W THOUT AN EXAM NA-
TION | F THE SUPERI NTENDENT FI NDS THAT:

(A) THE RESOLUTI ON | S DEFECTI VE UPON | TS FACE;

(B) THE PROPOSED CONVERSI ON | S CONTRARY TO LAWOR IS NOT I N THE BEST
I NTERESTS OF THE POLI CYHOLDERS OR THE PUBLI C; OR

(© THE MJTUAL | NSURER DCES NOT HAVE A SURPLUS TO POLI CYHOLDERS AT
LEAST EQUAL TO THE M NI MUM CAPI TAL AND SURPLUS REQUI RED TO BE NAI NTAI NED
FOR A NEWLY ORGANI ZED STOCK | NSURER DA NG THE SAME KI NDS OF | NSURANCE.

(©) THE SUPERI NTENDENT SHALL ALSO APPO NT ONE OR MORE QUALI FI ED DI SI N-
TERESTED PERSONS TO APPRAI SE AND REPORT TO THE SUPERI NTENDENT THE FAI R
MARKET VALUE OF THE MJUTUAL | NSURER AND, TO THE EXTENT NECESSARY, |ITS
AFFI LI ATES, ON THE BASIS OF | TS LATEST FI LED ANNUAL OR QUARTERLY STATE-
MENT, AND OF ANY SI GNI FI CANT  SUBSEQUENT DEVELOPMENTS. THE APPRAI SERS
SHALL CONSI DER THE ASSETS AND LI ABI LI TIES OF THE MJTUAL | NSURER AND ANY
FACTORS BEARI NG ON THE VALUE OF THE MJTUAL I NSURER OR | TS AFFI LI ATES.
THE APPRAI SERS SHALL RECEI VE REASONABLE COMPENSATI ON AND BE REI MBURSED
FOR REASONABLE EXPENSES |INCURRED |IN DI SCHARG NG THEIR DUTIES. THE
APPRAI SERS MAY, AS NECESSARY, EMPLOY CONSULTANTS TO ADVI SE THEM ON ANY
TECHNI CAL MATTERS.

(D) THE SUPERI NTENDENT SHALL MAKE COPI ES OF SUCH EXAM NATI ON REPORT
AND APPRAI SAL REPORT AVAI LABLE TO THE BOARD OF DI RECTORS W THI N FI FTEEN
DAYS OF THE SUPERI NTENDENT' S RECElI PT OF THE REPORTS. AFTER RECEI VI NG THE
REPORTS, THE SUPERI NTENDENT MAY GRANT OR DENY PERM SSI ON TO THE BOARD OF
DI RECTORS TO SUBM T TO THE SUPERI NTENDENT A PLAN OF CONVERSION. |IF
PERM SSION |S GRANTED, THE PLAN SHALL | NCLUDE THE PROVI SI ONS, AND BE
SUBM TTED | N THE MANNER AND UNDER THE CONDI TI ONS, REQUI RED BY SUBSECTI ON
(E) OF THI'S SECTION. |F PERM SSION IS DENI ED, THE SUPERI NTENDENT SHALL
MAKE A WRI TTEN STATEMENT OF THE SUPERI NTENDENT' S FI NDI NGS AND THE BOARD
SHALL HAVE THE RI GHT TO A HEARI NG BEFORE THE SUPERI NTENDENT W THI N THI R-
TY DAYS OF THE DATE OF DEN AL.

(E) (1) I'N ORDER FOR THE CONVERSI ON TO PROCEED:

(A) THE PLAN MUST BE ADOPTED BY A MAJORITY OF THE ENTI RE BOARD;
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(B) THE PLAN MJUST BE S| GNED BY THE PRESI DENT AND ATTESTED TO BY THE
SECRETARY, OR OFFI CERS CORRESPONDI NG TO El THER OF THEM UNDER THE CORPO-
RATE SEAL OF THE | NSURER AND

(C) A COPY OF THE PLAN AND RESOLUTI ON, BOTH CERTI FI ED BY SUCH OFFI CERS
AS TRUE UNDER THE PENALTI ES OF PERJURY AND UNDER THE SEAL OF THE I NSUR-
ER, SHALL BE SUBM TTED TO THE SUPERI NTENDENT NOT LATER THAN FORTY- FI VE
DAYS AFTER PERM SSI ON WAS GRANTED UNDER SUBSECTI ON (D) OF THI'S SECTI ON.

(2) THE PLAN SHALL | NCLUDE:

(A) THE PROPOSED CHARTER AND BY- LAWS OF THE | NSURER AS A STOCK CORPO-
RATI ON SET OUT | N ACCORDANCE W TH PARAGRAPH FI VE OF SUBSECTION (A) OF
SECTI ON ONE THOUSAND TWO HUNDRED ONE OF THI'S CHAPTER;

(B) THE MANNER OF TREATI NG A HOLDER OF AN AGREEMENT SUBJECT TO SECTI ON
ONE THOUSAND THREE HUNDRED SEVEN OF THI' S CHAPTER |F ANY: THE HOLDER, |F
OTHERW SE  QUALI FI ED, MAY, AT I TS OPTI ON, EXCHANGE SUCH AGREEMENT FOR AN
EQUI TABLE SHARE OF THE SECURI TI ES OR OTHER CONSI DERATION, OR BOTH, OF
THE CORPORATI ON | NTO WHI CH THE | NSURER | S TO BE CONVERTED.

(O (1) THE MANNER AND BASI S OF EXCHANG NG THE EQUI TABLE SHARE OF EACH
ELI G BLE MUTUAL POLI CYHOLDER S MEMBERSHI P | NTERESTS FOR SECURI TIES OR
OTHER CONSI DERATION, OR BOTH, OF THE STOCK CORPORATI ON | NTO WH CH THE
MUTUAL | NSURER | S TO BE CONVERTED AND THE DI SPOSI TION OF ANY UNCLAI MED
SHARES,

(11) THE PLAN SHALL ALSO PROVI DE THAT EACH PERSON WHO HAD A POLI CY OF
| NSURANCE | N EFFECT AT ANY TI ME DURI NG THE THREE- YEAR PERI OD | MVEDI ATELY
PRECEDI NG THE DATE OF ADOPTI ON OF THE RESOLUTI ON DESCRI BED | N SUBSECTI ON
(B) OF THI'S SECTI ON SHALL BE ENTI TLED TO RECEIVE |IN EXCHANGE FOR THE
EQUI TABLE SHARE, W THOUT ADDI TI ONAL PAYMENT, CONSI DERATI ON PAYABLE | N
VOTI NG COWWON SHARES OF THE | NSURER OR OTHER CONSI DERATI ON, OR BOTH. THE
EQUI TABLE SHARE OF THE POLI CYHOLDER IN THE MJUTUAL |NSURER SHALL BE
DETERM NED BY THE RATIO THAT THE NET PREM UMB ( GROSS PREM UMS LESS
RETURN PREM UVS AND DI VI DEND PAI D) SUCH POLI CYHOLDER HAS PROPERLY AND
TIMELY PAID TO THE | NSURER ON | NSURANCE POLI Cl ES | N EFFECT DURI NG THE
THREE YEARS | MVEDI ATELY PRECEDI NG THE ADOPTI ON OF THE RESOLUTI ON BY THE
BOARD OF DIRECTORS UNDER SUBSECTION (B) OF THI'S SECTI ON BEARS TO THE
TOTAL NET PREM UMS RECEI VED BY THE MUTUAL | NSURER FROM SUCH ELI G BLE
POLI CYHOLDERS. | N COVPUTI NG A POLI CYHOLDER S EQUI TABLE SHARE, NO CREDI T
SHALL BE G VEN FOR ANY NET PREM UMS WHI CH RESULT FROM AN ENDORSENMENT
WH CH |'S EFFECTI VE ON OR AFTER THE DATE OF ADOPTI ON OF THE RESOLUTI ON.

(I'11) NOTW THSTANDI NG | TEM (11) OF TH S SUBPARAGRAPH, CREDI T SHALL BE
G VEN FOR ANY NET PREM UMS RESULTING FROM AN AUDIT OR RETROSPECTI VE
PREM UM ADJUSTMENT THAT IS BILLED W THI N ONE HUNDRED El GHTY DAYS AFTER
THE DATE OF ADOPTI ON OF THE RESOLUTI ON DESCRI BED IN SUBSECTION (B) OF
TH S SECTI ON, PROVI DED THE PREM UM | S PAI D TI MELY.

(V) | F THE EQUI TABLE SHARE OF THE ELI G BLE POLI CYHOLDER ENTI TLES THE
POLI CYHOLDER TO THE PURCHASE OF A FRACTI ONAL SHARE OF STOCK, THE POLI CY-
HOLDER SHALL HAVE THE OPTION TO RECEI VE THE VALUE OF THE FRACTI ONAL
SHARE | N CASH OR PURCHASE A FULL SHARE BY PAYI NG THE BALANCE | N CASH;

(D) THE NUVBER OF VOTI NG COWON SHARES PROPOSED TO BE AUTHORI ZED FOR
THE STOCK CORPORATI ON, THEI R PAR VALUE AND THE PRI CE AT WHI CH THEY SHALL
BE OFFERED, WH CH PRI CE MAY NOT EXCEED ONE- HALF OF THE MEDI AN EQUI TABLE
SHARE OF ALL POLI CYHOLDERS UNDER | TEM (I1) OF SUBPARAGRAPH (C) OF PARA-
GRAPH TWD OF THI'S SUBSECTI ON.

(E) ANY OTHER | NFORMATI ON OR OTHER | TEM THAT THE SUPERI NTENDENT MAY
REQUI RE.

(F) THE MJTUAL INSURER SHALL G VE PROVPT NOTI CE TO ALL PERSONS WHO
BECOME POLI CYHOLDERS OR HOLDERS OF AGREEMENTS SUBJECT TO SECTION ONE
THOUSAND THREE HUNDRED SEVEN OF THI S CHAPTER ON OR AFTER THE DATE OF THE



Co~NOoOUIT~hWNE

S. 5121 4

ADOPTI ON OF THE RESOLUTI ON DESCRI BED | N SUBSECTI ON (B) OF TH S SECTI ON.
THE NOTI CE SHALL SPECI FY THE PENDENCY OF A PROPOSED CONVERSI ON AND THE
EFFECT THE CONVERSI ON SHALL HAVE ON THEM

(G THE SUPERI NTENDENT SHALL HOLD A PUBLI C HEARI NG ADEQUATE NOTI CE OF
VWH CH SHALL BE MAI LED BY THE MJTUAL | NSURER TO EACH POLI CYHOLDER ON THE
DAY PRECEDI NG THE DATE OF ADOPTION OF THE RESOLUTION DESCRIBED IN
SUBSECTION (B) OF TH'S SECTION, ACCOVPANI ED BY A COPY OF THE PLAN OF
CONVERSI ON AND ANY COWMENT THE SUPERI NTENDENT CONSI DERS NECESSARY FOR
THE ADEQUATE | NFORVATI ON OF THE POLI CYHOLDERS. THE MUTUAL | NSURER SHALL
ALSO | MVEDI ATELY CAUSE THE NOTI CE TO BE POSTED ON I TS WEBSI TE. I N ADDI -
TION, THE MJUTUAL | NSURER SHALL G VE NOTI CE OF THE HEARI NG BY PUBLI CATI ON
IN A NEWSPAPER OF GENERAL CI RCULATION I N THE COUNTY I N VWH CH THE MUTUAL
I NSURER HAS | TS PRI NClI PAL OFFI CE AND IN THE TWO LARGEST CITIES IN EACH
STATE IN VWH CH THE | NSURER HAS UNDERWRI TTEN | NSURANCE W THI N THE FI VE
YEARS PRECEDI NG THE DATE OF THE ADOPTI ON OF THE RESCLUTI ON DESCRI BED I N
SUBSECTION (B) OF THI'S SECTION. THE NOTI CE SHALL BE ACCOVPAN ED BY A
SUMVARY APPROVED BY THE SUPERI NTENDENT OF THE PLAN AND ANY COWMMENT THE
SUPERI NTENDENT CONSI DERS NECESSARY FOR THE ADEQUATE | NFORVATI ON OF
FORMER POLI CYHOLDERS AND THE PUBLI C.

(H (1) AFTER THE HEARI NG THE SUPERI NTENDENT SHALL APPROVE THE PLAN
AS SUBM TTED, REFUSE TO APPROVE THE PLAN, OR REQUEST MODI FI CATI ON OF THE
PLAN BEFORE GRANTI NG APPROVAL. THE SUPERI NTENDENT MAY APPROVE THE PLAN
UNLESS THE SUPERI NTENDENT FI NDS THAT THE PLAN VI OLATES TH S CHAPTER, IS
I NCONSI STENT WTH LAW OR IS NOI' FAIR AND EQUI TABLE OR I N THE BEST
| NTERESTS OF THE POLI CYHOLDERS AND THE PUBLIC. | F THE SUPERI NTENDENT
FINDS THAT THE PLAN DOES NOT MEET THE FOREGO NG STANDARDS FOR APPROVAL,
THE SUPERI NTENDENT SHALL ElI THER REFUSE TO APPROVE THE PLAN AND THE PLAN
SHALL BECOME NULL AND VO D OR RETURN THE PLAN TO THE MUTUAL | NSURER FOR
MCDI FI CATI ON TO MEET THE SUPERI NTENDENT' S STATED OBJECTI ONS.

(2) IF WTHIN N NETY DAYS AFTER RECEIPT OF THE SUPERI NTENDENT' S
REQUEST FOR MCDI FI CATI ONS THE MJTUAL | NSURER DCES NOT SUBM T AN AMENDED
PLAN SATI SFACTORY TO THE SUPERI NTENDENT AND THAT MEETS THE SUPERI NTEN-
DENT' S OBJECTI ONS AND COWVPLI ES W TH THE STANDARDS FOR APPROVAL, THE PLAN
SHALL BECOVE NULL AND VA D.

(1) AFTER APPROVAL BY THE SUPERI NTENDENT THE PLAN SHALL BE SUBM TTED
TO A VOTE OF THE PERSONS WHO WERE POLI CYHOLDERS OF THE MJTUAL | NSURER ON
THE DAY PRECEDI NG THE DATE OF ADOPTI ON OF THE RESOLUTION DESCRIBED IN
SUBSECTION (B) OF THI S SECTI ON. THE PLAN SHALL PROVI DE FOR PROXY VOTI NG
IN A MANNER TO BE PRESCRI BED BY THE SUPERI NTENDENT. THE BOARD SHALL
SUBM T THE QUESTI ON OF THE PLAN TO THE POLI CYHOLDERS AT A MEETI NG THERE-
OF, BY CAUSING A FULL, TRUE AND CORRECT COPY OR A SUMVARY THEREOF
APPROVED BY THE SUPERI NTENDENT, TOGETHER W TH NOTI CE, STATI NG THE TI M,
PLACE AND PURPOSE OF THE MEETI NG TO BE DELI VERED PERSONALLY, OR DEPCS-
| TED I N THE POST OFFI CE, POSTAGE PREPAI D, AT LEAST THI RTY DAYS (UNLESS A
SHORTER TI ME, NOT LESS THAN TEN DAYS, BE APPROVED BY THE SUPERI NTENDENT)
PRIOR TO THE TI ME FI XED FOR SUCH MEETI NG ADDRESSED TO EACH POLI CYHOLDER
AT THE POLI CYHOLDER S LAST POST OFFI CE ADDRESS APPEARI NG ON THE RECORDS
OF THE | NSURER OR OTHER FORM OF DELI VERY | NTENDED TO ENCOURAGE PARTI G-
| PATI ON ACCEPTABLE TO THE SUPERI NTENDENT.

(J) EACH SUCH PCOLI CYHCOLDER ELI G BLE TO VOTE PURSUANT TO SUBSECTI ON (1)
OF TH S SECTI ON SHALL BE ENTI TLED TO THE NUMBER OF VOIES AS MAY BE
PROVIDED FOR IN THE BY-LAW6 O THE MJTUAL |INSURER  THE VOTES OF
TWO- THI RDS OF ALL THE VOTES CAST BY POLI CYHOLDERS REPRESENTED AT THE
MEETI NG | N PERSON OR BY PROXY, OR BY SUCH OTHER MEANS ACCEPTABLE TO THE
SUPERI NTENDENT | NTENDED TO ENCOURAGE PARTI Cl PATI ON, SHALL BE NECESSARY
FOR THE ADOPTI ON OF THE PLAN. UPON THE CONCLUSI ON OF THE VOTE THE | NSUR-
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ER SHALL SUBM T TO THE SUPERI NTENDENT A CERTI FI ED COPY OF THE PLAN VOTED
ON TOGETHER WTH A CERTI FI CATE SETTI NG FORTH THE RESULTS OF THE VOTE,
BOTH OF WHI CH SHALL BE SUBSCRI BED BY THE PRESI DENT AND ATTESTED BY THE
SECRETARY, OR OFFI CERS CORRESPONDI NG TO EI THER OF THEM UNDER THE CORPO-
RATE SEAL OF THE MJTUAL | NSURER, AND AFFI RVED BY THEM AS TRUE UNDER THE
PENALTI ES OF PERJURY.

(K) I'F AT ANY STAGE I N THE PROCESS OF A CONVERSI ON UNDER THI S SECTI ON
THE SUPERI NTENDENT FI NDS THAT THE MJUTUAL | NSURER IS | MPAI RED OR THAT THE
FURTHER TRANSACTI ON OF BUSI NESS BY THE MJTUAL | NSURER W LL BE HAZARDQOUS
TO I TS POLI CYHOLDERS, | TS CREDI TORS, OR THE PUBLI C, THE PROPOSED CONVER-
SI ON SHALL TERM NATE.

(L) I'F THE CONVERSI ON PLAN | S ADOPTED PURSUANT TO SUBSECTION (J) OF
TH'S SECTI ON, THE SUPERI NTENDENT, UPON BEI NG SATI SFI ED THAT THE | NSURER
WLL HAVE AT LEAST THE M NI MUM CAPI TAL AND SURPLUS REQUI RED TO BE MAI N-
TAINED FOR A NEWY ORGANI ZED DOMESTI C STOCK | NSURER DO NG THE SAME Kl NDS
OF I NSURANCE, SHALL | SSUE A NEW CERTI FI CATE OF AUTHORI TY TO THE | NSURER,
THEREBY CONVERTI NG THE MJTUAL | NSURER | NTO A STOCK | NSURER. AT THE SAME
TI ME, THE SUPERI NTENDENT MAY | SSUE SUCH LICENSE AS MAY BE REQU RED
PURSUANT TO SECTI ON ONE THOUSAND TWO HUNDRED FOUR OF THI S CHAPTER

UPON THE CONVERSI ON, THE STOCK | NSURER SHALL G VE NOTI CE THEREOF
BY PUBLI CATI ON I N A NEWSPAPER OF GENERAL CI RCULATION IN THE COUNTY IN
VWH CH THE | NSURER HAS | TS PRI NCI PAL OFFI CE AND | N THE TWO LARGEST CI Tl ES
IN EACH STATE IN WH CH THE | NSURER SHALL BE LI CENSED TO DO BUSI NESS. I N
ADDI TI ON, THE STOCK | NSURER SHALL ALSO | MVEDI ATELY CAUSE THE NOTICE TO
BE POSTED ON I TS WEBSI TE. THE NOTI CE SHALL | NCLUDE A CORRECT COPY OF THE
PLAN, OR A SUMVARY THEREOF APPROVED BY THE SUPERI NTENDENT.

(N UPON THE CONVERSION OF THE MUTUAL | NSURER IN THE MANNER HEREI N
PROVI DED, ALL THE RI GHTS, FRANCHI SES AND | NTERESTS OF THE FORMER MJTUAL
I NSURER, | N AND TO EVERY SPECI ES OF PROPERTY, REAL, PERSONAL AND M XED,
AND THI NGS | N ACTI ON THEREUNTO BELONG NG, SHALL BE DEEMED AS TRANSFERRED
TO AND VESTED I N THE STOCK | NSURER, W THOUT ANY OTHER DEED OR TRANSFER;
AND SI MULTANEQUSLY THEREW TH SUCH COWANY SHALL BE DEEMED TO HAVE
ASSUVED ALL OF THE OBLI GATIONS AND LIABILITIES O THE FORVER MJTUAL
I NSURER.

(O NO ACTI ON OR PROCEEDI NG, PENDI NG AT THE TI ME OF THE CONVERSI ON TO
VWH CH THE MJTUAL | NSURER MAY BE A PARTY SHALL BE ABATED OR DI SCONTI NUED
BY REASON OF SUCH CONVERSI ON, BUT THE SAME NMAY BE PROSECUTED TO FI NAL
JUDGMVENT | N THE SAME MANNER AS | F THE CONVERSI ON HAD NOT TAKEN PLACE, OR
THE STOCK CORPORATI ON MAY BE SUBSTI TUTED I N PLACE OF THE MJTUAL | NSURER
BY ORDER OF THE COURT I N VWH CH THE ACTI ON OR PROCEEDI NG MAY BE PENDI NG

(P) THE DI RECTORS AND OFFI CERS OF THE MUTUAL | NSURER SHALL SERVE UNTI L
NEW DI RECTORS AND OFFI CERS HAVE BEEN DULY ELECTED AND QUALI FI ED PURSUANT
TO THE CHARTER AND BY- LAWS OF THE STOCK | NSURER.

(Q THE |INSURER, WHETHER BEFORE OR AFTER CONVERSI ON, SHALL PAY NO
COVPENSATI ON OF ANY KIND TO ANY PERSON OTHER THAN REGULAR SALARIES TO
EXI STING PERSONNEL, | N CONNECTION WTH THE PROPOSED CONVERS| ON, OTHER
THAN FOR CLERI CAL AND MAI LI NG EXPENSES, EXCEPT THAT, WTH THE SUPER-
| NTENDENT' S APPROVAL, PAYMENT MAY BE MADE AT REASONABLE RATES FOR PRI NT-
ING COSTS, AND FOR LEGAL AND OTHER PROFESSI ONAL FEES FOR SERVI CES ACTU-
ALLY RENDERED. ALL EXPENSES OF THE CONVERSI ON, | NCLUDI NG THE EXPENSES
I NCURRED BY THE DEPARTMENT, SHALL BE BORNE BY THE | NSURER.

(RN NO VOIING COWON SHARES SHALL BE SUBSCRIBED BY OR | SSUED TO
PERSONS OTHER THAN ELI G BLE POLI CYHOLDERS OR HOLDERS OF AGREEMENTS
SUBJECT TO SECTION ONE THOUSAND THREE HUNDRED SEVEN OF THI S CHAPTER
UNTI L ALL SUBSCRI PTI ONS BY SUCH POLI CYHOLDERS OR AGREEMENT HOLDERS HAVE
BEEN FILLED OR OTHER CONSI DERATI ON HAS BEEN PROVI DED | N ACCORDANCE W TH
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THE PLAN. THEREAFTER, ANY NEW | SSUE OF COMMON SHARES W THI N THREE YEARS
AFTER THE CONVERSION SHALL FIRST BE OFFERED TO THE PERSONS WHO HAVE
BECOVE VOTI NG COWON SHAREHOLDERS, PURSUANT TO SUBSECTION (E) OF THI'S
SECTI ON | N PROPORTI ON TO THEI R HOLDI NGS OF SUCH SHARES.

(S) NO I NSURER BECOM NG A DOVESTI C STOCK | NSURER UNDER THE PROVI SI ONS
OF THI' S SECTI ON SHALL:

(1) FOR A PERIOD OF TEN YEARS AFTER CONVERSI ON, REDOVESTI CATE DI RECTLY
OR | NDI RECTLY OR REMOVE | TS PRI NCl PAL OFFI CES FROM W THI N THE STATE; OR

(2) FOR A PERIOD OF FI VE YEARS AFTER CONVERSI ON:

(A) ENTER | NTO ANY AGREEMENT BY THE TERMS OF WHI CH ANY PERSON, PART-
NERSHI P OR CORPORATI ON AGREES TO PAY ALL OR A PORTI ON OF THE EXPENSES OF
MANAGEMENT OF THE | NSURER | N CONSI DERATI ON OF THE | NSURER S AGREEMENT TO
PAY SUCH PERSON OR OTHER ENTI TY EI THER COVM SSI ONS ON PREM UMS DUE THE
| NSURER OR ANY OTHER COWPENSATI ON FOR SERVI CES, OR

(B) ENTER | NTO ANY AGREEMENT W TH AN OFFI CER OR DI RECTOR OF THE | NSUR-
ER OR WTH ANY FI RM OR CORPORATI ON I N WHI CH ANY OFFI CER OR DI RECTOR OF
THE INSURER |S PECUNI ARILY | NTERESTED, DI RECTLY OR | NDI RECTLY, UNDER
VWH CH AGREEMENT THE | NSURER AGREES TO PAY, FOR THE ACQUI SI TION OF BUSI -
NESS, ANY COW SSIONS OR OTHER COVPENSATI ON THAT BY THE TERMS OF SUCH
AGREEMENT VARI ES W TH THE AMOUNT OF THE BUSI NESS OR W TH THE EARNI NGS OF
THE | NSURER ON THE BUSI NESS.

(T) NOTHING IN THI' S SECTI ON SHALL IN ANY WAY |IMPEDE OR | MPAIR THE
EXERCI SE BY THE SUPERI NTENDENT OF THE SUPERI NTENDENT' S AUTHORI TY UNDER
ANY OTHER PROVI SI ON OF THI S CHAPTER

S 2. This act shall take effect imediately.



