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1 L.D. 1476 

2 (Filing No. H-279 

3 STATE OF MAINE 
4 HOUSE OF REPRESENTATIVES 
5 112TH LEGISLATURE 
6 FIRST REGULAR SESSION 

7 COMMITTEE AMENm1ENT "1/" to H. P. 1024, L. D. 
8 1476, Bill, "AN ACT to Amend the Provisions Governing 
9 the Conversion of a Mutual Insurer." 

10 Amend the bill by striking out everything after 
11 the enacting clause and before the emergency clause 
12 and inserting in its place the following: 

13 
14 

'Sec. 1. 
1969, c. 132, 

24-A MRSA §lO, sub-§4, as enacted by PL 
§1, is amended to read: 

15 4. A l,Jnles£()th§.rwis~expresslY----2F0vided by this 
16 Title, a domestic insurer heretofore formed under a 
17 special~ct of the Legislature, where inconsistent 
18 with such special Act as heretofore amended. 

19 
20 
21 

Sec. 2. 
c. 132, §l, 
its place: 

24-A MRSA §3471, as enacted by PL 1969, 
is repealed and the following enacted in 

23 'J:'his _~.l)ChaQt:e_J:~£lJ:..es as to domesti..c:2tock and 
24 mutual insurers whether heretofore or hereafter 
25 formed,-~including~i"nsurers chartered under "Fecial 
26 leg-ls-iatI,-,'_§..Acts,~~notWlthstanding-any -:inconsistent: 
27 PI~vi~i..Slils il'l.....the chE!rter~9f the insur~ys". 

28 
29 

Sec. 3. 
PL 1973, c. 

24-A 
585, 

MRSA §3477, sub-§l, as amended by 
§12, is further amended to read: 

30 1. A mutual insurer may §~~nd its charter pursu-
31 ~.!l:t:..._~thi~ection_to become a stock insurer, or a 
32 combination stock and mutual insurer, under such rea-
33 sonable plan and procedure as may be approved by the 
34 superintendent after a hearing thereon of which no-
35 tice was given to the insurer, its directors or 
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trustees, its officers, employees and i~s ffieffiee~s 

E'olicyho1ders, all of whom shall have the right to 
appear and be heard at the hearing. 

Sec. 4. 24-A MRSA §3477, sub-§2, ~B, as amended 
by PL 1973, c. 585, §12, is repealed and the follow
ing enacted in its place: 

L~~ subjecU~12roV'&_bV __ V'0te __ .?f llOt le£s 
~han 2/~"t£l_~~surer' s __ ~oJ-jcyholde~u vot_ing 
!hereo~~~_so~,---EY proxy, or bL~ii.:i..l~_~ 
meeting o£_12.21icY1!521:s:iers _called _for the p~12gse 
E'ursuant __ to such reasonable notice and~cedure 
as may be aE'proved_EY the sUE'erintendent and each 
suchJ2!?licyholde_~ shall be enti tl.ed~~Y9t~ 
E'rovided that on..lY_~sons whg_",,-~re poli~'1g1ders 
both at least _one yeay prior _~the _subm~ss:hon of 
the insurer's E'lan to the super:!:...ntendent a~d on a 
subsequent date, found reasonabl~ th~er~~ 
tendent, prlor to the vote shall be entitled to 
vote; provided that as to life insurers ch3rter~~ 
by special Act prior to Januar:L_h __ 197QL th~~~ __ 
sons entitled to vote shall be further limited to 

------~~----

owners of life insurance policies a~_cont:rac..t~ 
and those perso~_shal.~_~ __ ~nti.:t1ed __ t~ne vote 
and to an additional vote for each $1,000 of in
surance above 1,000, except that~n-the-Case of 
any polic;L~r co~tract=-<:>f -g;:-;;upTi-fe_i-ns~anc;~ o~ 
any group annui ty contract Rrovl_di.~g_l:LJ:~---.lcnsur __ 
ance, the emploY~ __ ~.-<:>.:Lh~'p_eJso~_ fi~~ __ S:'orpo
ration or association, to whom or in whose name 
the master..B...<21:~~~ontTact _shaJj~hav-e been_is
sued or held, shall be deemed to be the owner 
wi thi_n the meaning ?f t£l~aragraphand shall-be 
enti tIed to one vote for each such ..l29.l:h<::.Y ___ '2.r co~=-
tract of group life insurance or each suc~grouR 
annui ty contract ir1:~~cti.':'.~'2_L __ t:l1.~~umbe..r-_c:>J: 
lives insured under tha~olicy or contract; 

37 Sec. 5. 24-A MRSA §3477, sub-§2, ~D, as enacted 
38 by PL 1969, c. 132, §1, is amended to read: 
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D. The plan gives to each member of the insurer 
as specified in paragraph E, a preemptive right 
to acquire his proportionate part of all of the 
proposed capital stock of the insurer, or all of 
the stock of a proposed parent corporation of the 
insurer, within a designated reasonable period, 
as such part is determinable under the plan of 
conversion, and to apply upon the purchase there
of the amount of his equity in the insurer as de
termined under paragraph C_, _except t):lat the plan 
may~rovide, subject to the ~val of the su
perintendent, that such preemptive right will not 
~ to members who reside in jurisdictions in 
which the issuance of stock is impossible, would 
involve unreasonable delay or would require t~e 
insurer to bear~nreason~ble costs, provided that 
~n~ch member shall receive 102% of his equity 
.?ha~e in the irl,surer~ __ ~~~~L~~ash 
~}'lllent; 

20 Sec. 6. 24-A MRSA §3477, sub-§2, ~E, as amended 
21 by PL 1973, c. 585, §12, is further amended to read: 

22 E. The members entitled to participate in the 
23 purchase of stock or distribution of assets shall 
24 include not less than all 6tiffeft~ policyholders 
25 of the insurer ~~oL .. th",-.9-",-t",-.:t.h~an was sub-
26 mi tted_..!2 __ th~.~rinJ::'!l..~ent and each existing 
27 person who had been a policyholder of the insurer 
28 within 3 years prior to ~fte such date Sti6ft ~±aft 

29 was StiBffi~~~ee ~e ~fte Sti~ef~ft~e~eft~; 

30 Sec. 7. 24-A MRSA §3477, sub-§2, ~G, as amended 
31 by PL 1973, c. 585, §12, is repealed and the follow-
32 ing enacted in its place: 

33 ~. Th~_.Jl.lEl-.l:l...p.IovAges for~l11..ent to~ach m~ber 
34 9L __ lli.,,_entire ~i ty'_share.ln th_e insu~ wi th 
35 i:hat --.E.§.YmentJ::'C2...l::Je made~..c::ash or t.Q..be ~ed 
36 ior~~on the ~ur~~ase of stock to which the 
37 member~.:L.s~eeI~p!.~~lL entitled, or both, pro-
38 \1~ed th<>."t::_'wi i::l}_Jesp'~<?.!....!..o eac~l11emb~\\l110 is not 
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given the option of receiving his entir~= __ .~uity 
share in cash, the __ plan shall provide that that 
member shall have the o~~n to receive a reason
able portion of hi s e~ shar~~~rovideL_i.!l: 
the plan, but not in excess of 5~of his en~ire 
~uity, in the form of a cash payment, which~ 
ment together with the amount applied to the pur
chase of stock shall constitute ful~ payment and 
di scharge of the member I s _i2..sL~_!Y--'2S~!'CP~'j:y_~= 
~erest in that mutual insurer; provided further 
that the superintendent may permit an insurer to 
forego the option of making a c~ayment to 
members if he determines that it would be reason
able not to provide for the cash election, after 
taking into account all the facts and circum
stances, including whether there is expec~ed to 
be an active market for the stock to be received 
in the conversion; 

19 Sec. 8. 24-A MRSA §3477, sub-§6 is enacted to 
20 read: 

21 6. Costs. For the purpose of determininq wheth-
22 er a conversion plan meets the requirements of ~his 

23 section and any other relevant provisions of this Ti-
24 tle, the superintendent m~ emploL~~~~sonnel 
25 and outside consultants. All reasonable costs relat-
26 ed to the review of a plan-oaf-conversion, including 
27 ~hose costs attributable to the use of staff person-
28 nel, shall be borne by the insurer or insurers making 
29 the filing. 

30 Sec. 9. Transitional provision. Notwithstanding 
31 the terms of the Maine Revised Statutes, Title 1, 
32 section 302; Title 24-A, sections 10, 3471 and 3477, 
33 as amended by this Act, shall apply to any filing by 
34 a mutual insurer seeking the approval of the Superin-
35 tendent of Insurance of its plan and procedure of 
36 demutualization, including any such filing which has 
37 been previously filed with and is currently pending 
38 hearing or decision by the Superintendent of Insur-
39 ance upon the effective date of this Act. I 
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COMMITTEE AMENDMENT "II" to H.P. 1024, L.D. 1475 

1 STATEMENT OF FACT 

2 This amendment makes certain changes to the orig-
3 inal bill and adds several provisions designed to 
4 clarify the laws governing the conversion of a mutual 
5 insurer to a stock insurer. 

5 Sections 1 to 4 clarify a perceived ambiguity in 
7 the current law as to whether the public law or the 
8 charter of an insurer established by private and spe-
9 cial act of the Legislature controls in the conver-

10 sion of a mutual insurer, both in general and specif-
11 ically in determining how policyholders vote to rati-
12 fy a proposed conversion. These sections would: 
13 Clearly require that the terms of the conversion law, 
14 as well as other provisions within the subchapter 
15 governing the corporate reorganization of insurers, 
15 control over any inconsistent charter provisions; re-
17 move the current provision prohibiting group and cer-
18 tain term policyholders from voting on conversion; 
19 establish a specific voting procedure for life insur-
20 ers chartered by private and special act before 1970; 
21 and clarify some additional ambiguities in the cur-
22 rent voting provisions concerning those eligible to 
23 vote and the number of votes accorded to each policy-
24 holder. 

25 Section 5 permits a converting insurer to dis-
25 pense vii th the offering of stock to eligible members 
27 in those jurisdictions where it can be established 
28 that a stock offering is impossible or entails undue 
29 expense or delay, provided that those members receive 
30 100% of their equity in the insurer by cash payment. 

31 Section 5 more clearly defines the date from 
32 which the determination is made of those policyhold-
33 ers entitled to share in the distribution made by a 
34 converting insurer. 
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COMMITTEE AMENDMENT "11,, to H.P. 1024, L.D. 1476 

1 Section 7 retains the concept of the original 
2 bill that members who share in the distribution of 
3 equity in the mutual insurer upon its conversion 
4 should receive 100% of their interest in cash, stock 
5 or a combination of cash and stock, whereas under the 
6 current law a policyholder who elects a cash option 
7 forfeits a significant portion of his equity interest 
8 in the company. The proposed language requires that 
9 each eligible member receive his entire interest, 

10 while allowing considerable flexibility to converting 
11 insurers to provide whether it is paid in cash, stock 
12 or some combination of the 2, subject to the 
13 superintendent's approval as to the reasonableness of 
14 the proposed method of distribution. Any member who 
15 is not offered the option of receiving his entire in-
16 terest in cash must be given the option of receiving 
17 a portion of his interest in cash up to a maximum of 
18 50%, as provided in the plan and subject to the 
19 superintendent's approval, unless the superintendent 
20 specifically approves elimination of a cash option 
21 based upon all the facts and circumstances of the 
22 particular situation, including the anticipated mar-
23 ket for the stock following conversion. 

24 Section 8 provides that the costs incurred by the 
25 Superintendent of Insurance in reviewing a plan of 
26 conversion, including both staff and outside consul-
27 tant costs, are to be assessed against the insurer 
28 filing the plan. 

29 3885052585 

Reported by the Majority of the Committee on Business and Commerce 
Reproduced and distributed under the direction of the 
Clerk of the House 

5/30/85 (Filing No. H-279) 


