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Be it enacted by the People of the State of Maine as follows:

Sec. 1. 9 MRSA §5007, as amended by PL 1981, c. 456, Pt. A,

§31, is further amended by adding at the end a new paragraph to
read:

This section does not apply to @ national bank, a federal
savings bank, a subsidiary of a national bank or federal savings
bank or an her financial insti ion redi ion charter
u he law £ th ni r n ]
supervision and regulation by a federal financial regulatory
agengy.

Sec. 2. 9 MRSA §5008, sub-§4 is enacted to read:

4 E ion. hi ion n 1 national
nk £ i k idiar £ ional n r
£ r in n her fi ial i i ion or !
ion charter nder th w £ j r an
nd ] rvision and r ion £ ral financial
r 1 r n

3 ion ] ion n 1 nati 1
£ . e e A N -
£ ral vin nk or an her fi ial insti ion or credi
ion rter under the law f th ni r_an
n j rvision and requlation £ ral financial

Sec. 4. 9 MRSA §5012, as amended by PL 1999, c. 221, §3 and

c. 386, Pt. A, §18, is further amended by adding at the end a new
paragraph to read:

Thi ion no 1 o} national bank, a federal
in idi £ national k or £ T vin
n r_an her financial i i ion or credi nion chartere
under law f th ni n, n
supervision and _ regulation by a federal financial regulatory
agency.

Sec. 5. 24-A MRSA §§3488 to 3490 are enacted to read:

4 Regor ization of m 1 insurer b o h formation of

mutual holding company

1 Pr for r ization i r m 1
insurer may be reorganized as a stock insurer within a mutual
holding company as provided in this section, The mutual insurer
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hall m3i o __the uperintenden re nabl reorganization
lan refer in hi ion " n," n he
re for in h lan in ffect. A hearing mu

held on_ the plan. Notice of the hearing must be provided
pursuant to section 230 to the insurer, its directors or
trustees, its officers, employees and its policyholders, all of
whom have the right to appear and be heard at the hearing. The
plan may not take effect unless approved by the superintendent.
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2. Pl r i n Th lan m ntain provisions for:

A. he reorganizi insurer k insurer:

B, The formation of a mutual holding company:

C. The members of the reorganizing insurer to become
members of the mutual holding c¢ompany with membership
interests therein and the membership interests in _the
D At 1 % of the votin i n ndin
reorganisz insurer i n dir 1

r 1l of pl Th intendent m n rov

A. h rm nd nditions f h lan r fair nd

B. The plan is subject to approval by vote of not less than
2/3 of the insurer's policyholders voting on the plan in

person, by proxy or by mail at a meeting of policyholders
11 h i r for h rsuan

re n noti f the m in n r r £ov

by the superintendent. The plan must specify that only

persons who were policyholders both at least one year before

the submission of the plan to the superintendent and on a
b n for h v n r nabl he

rinten t re ntitle vote Each ligibl

policyholder is entitled to one vote:
. Th lan, when mpl W vi id-in i

stock for the reorganized insurer in_an amount n 1 han

he minimum id-in ital kr ir f new m ic
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stock insurer upon initial authorization to transact 1like

kin i n r with rpl fun
in an amount not less than 1/2 of such required capital
stock; and
D Th intendent fin h he insurer' men
h n hr h ion in 1 f new i wri n
n lati r any_.oth m e imi
or £ h number r identi £ h reorganizin
insurer's members t e entitl rtici in th lan
or to secure for the individuals comprising management any

yi n f eff i The followin re th
consequences of a plan that becomes effective pursuant to

100 .

A. The reorganizing insurer immediately becomes a domestic
stock insurer,

B. The members of the reorganizing insurer on the effective

immedi 1 m member £ h m h in
company with membership interests in that holding company.
All membership interests in the reorganizing insurer are
extinguished.

. A n min licyh r of the reorganized
in r th £ i th lan m
member £ h 1l holdin mpan immedi upon
i n of 1j x ntr .
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D ne h r r voti i h
reorganiz insurer in th nj i i W, ir
r I h mor 1din n h
mutual holding company. All stock issued by the reorganized

1

o

insurer in the reorganization is considered duly and validly
i full i non

E. Th reorganiz i r i ntin ion £ h
reorganizing insurer. The reorganization may not annul,
modify or change any of the insurer's existing suits,
rights, contracts or liabilities except as provided in the
plan.

lan, in in ri bl £ rson
must be rn he insurer or insurers makin he filing.
. Inj i reli £ h reorganizin
i r 1i nti i i with

equitable reljief with respect to those actions and proceedings.
Thi ion n impair laim h rson

would otherwise have due to failure to give notice,

10. n nt of challen «_Challen to the wvalidit
f or isi n or pr aken
mutual insurer under this section must be commenced within 180
days of the superintendent's approval of the plan.

11. lusion of rtain i rs. Thi ion es n

apply to an insurer authorized to transact life and health
insuran or annuiti r an insurer rm X n h r

52.
4 R ir n i le m oldi
1. Definitions. As used in this section, unless__the

context otherwise indicates, the following terms have the
following meanings.
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k¥ holdin m .

C. "Public offering"” means an offer that includes an offer

2 n offer or 1 h i xem from registration
by virtue of Title 32, section 10502, subsection 2,
ragraph L r R

D, "Reorganized insurer" means a mutual insurer reorganized

A 11} : " 1] k

company' mean an incorporated entity that holds, directly or
indirectly., at least 51% of the voting stock of a
r niz in T

F. "Voting stock" means common stock with general voting
rights in the election of directors.

2, Mutual holding company formed through reorganization.
The following provisions apply to a mutual holding company.
A, h ision f Title 13-A th re a i
l insur in m s _though
w m i r

1 he m 1 1din mpan mati 1 m
h r ngs:
All mutu holdi mpany '
including i holdin f shar i he reorganiz
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insurer or any stock holding company, are deemed assets
of the estate of the reorganized domestic stock insurer
‘Lo the extent necessary to satisfy claims of persons
who have class 1, class 2, class 3 or class 4 claims
under section 4379: and

M he m
to hold class 8 claims with respect to the mutual
holding company under section 4379,
C. The n m 1 holdin mpany m ntain th
word "m 1" and m n ntain WOr “insuran "
"assurance" or "annuity.' Th m l h in mpany'
ower m n i in i i . Th
b £ _incorporati £ m mpan
contain provisions stating that:
It is "a m 1 holdin mpan ni nder
the Maine Revised Statutes, Title 24-A, section 3488";:

(2) A purpose of the mutual holding company is to
hol ir i r through on r _mor tock holdin

companies, not less than 51% of the voting stock of a
reorganiz insurer:

3 It is n horiz i in c

4 It is n uthoriz t n iness her
han £ h in mpan for h
acquisition, ownership, management and disposition of

i n 11 n r ions; an

I members hav he righ ifi i n X

n 2 34 thi

ion h m 1 holdin mpany ' article f
incorporation i law

D A 1 maj ] h i r £ m 1
holding company and any related stock holding company and
any committee of the board of directors of the mutual
holding company and of any related stock holding company

m 1 ir rs.

E. Each time voting stock of the reorganized insurer or any
related stock holding company is offered in a public
offering for a price payable in cash, each policyholder of
h reorganized i by m r i wi n
nontransferabl ription righ rch h votin
k h ri nd in r with pro r
approved by the superintendent as fair and equitable.
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F At 1 £ he i f any voti k
r riti nverti in votin k £
reorganized insurer or any related stock holding company,
n i n wri n i i na fi
1 unrel he reor iz in r or
related stock holding company shall provide to the
superintendent written notice of the proposed price of those
iti r W ri ill
rmi n r n it f th ring.
h in nt m i r he i f k
or uriti if th uperintendent fin h h ri i
nfair T intendent's failur mak finding on
r i ] i within r
it has been filed with the superintendent has the effect of
n 1 n rin r
supplemental information or issued a notice of hearing.

H T cen i k £ h
reorganized insurer or any related stock holding company
directl r indir 1 wn r ntroll outsi
ir rs m n X 18% nl reorganized insurer
or the related stock holding company has provided at least
! i wri noti i n h
in ' igher n .

I T r rcen of voti s k £ he
reor iz i rer r n r k h i mpan
directly or indirectly owned or controlled by directors and
officers of the mutual holding company, a related stock
holding company or the reorganized insurer who are also
mpl an f the for in X 1 h
votin k _of the reorgani insurer r _an r e
k 1din mpa unl he r niz insurer h
related stock holding company has provided 30 days' prior
written notice to the superintendent apnd the superintendent
h n j hi r

M P

J. A u ished in nn ion with mpl k
ownership plan or other employee bhenefit plan established
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r k holdin mpany or the m a 1din mpan
m n i 1 r _indir 1 wn r ntrol in h
ggg_ggg;g more than 10% of the zg; ng stock of the stock
h in mpan r h ni i rer 1 h
reorganiz insurer or th k h in mpany h
rovid ' prior wri n noti h rintenden
and the superintendent has not objected to a hiqher
ercen . Th holdin of any sgg employee stoc
W hi r her n 1 r
lloca o dir b nd officers wh r mpl m
in in rminin mplian with x h I.
K n_m n wn _Qr ntrol r ir 1
mor han 1 % £ n 1 £ k £ h
reor gg nized nsurer or any rel 4 k_ holdin om
wi h ior roval of th rintenden

r h i m n_in
maxim m r
that person pur §g§ t to this §QQ§ gglg is deemed to be
n in lon r in
X £ h 11m1 ion In i ion n her
e men W £ th rin i itl
viplation of the limitations of ownership may be enforced or
njoin m r i r in
he reorganiz i r or any «r s k
h j i n h n ner
ny member of the m 1 holdin mpan n kholder
of the reorganized insurer or of any related stock holding
c . h ion mu mm in h Ken b
Qgg ;y Superior Court or the superior cour the
i i whi he r iz insurer h its home
office, and ghg court may issue any order, 1n]unct1vg
Wi h f£fi r r h lation or
r n h ion.
M A mu 1l holding compan nd rel k holdin
company are each deemed to be a holding company of thg
reporganiz i r_within meanin £ ion 222
all provisions of that ion 1 r ion
rrin ween h m 1di mpan h k
holdin mpany and th reorxganize insurer. Approval of
h n reorganization h rintenden ursuan
section 348 i nsidere roval of th uisition of
ntrol m 1 h i n n ny relate k
holdin mpan nder iong 222 an 47
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For T he limi ion n_own i r ntrol of in

k ntai in thi b ion ny is n standin
ecuritj h repr n h righ ir or _that are
converti in in k in ran ion n
rights to purchase voting stock, are deemed to represent the
number f r £ in i 1 n rgion
exercise of such securities or rights for purposes of both the
number of shares owned or c¢ontrolled hz a_person and the total
n r har £ i k nding.

—

Thi ion n nstr limi he indirect
wnershi k in the reorganiz i r ir £ havin
n_own ip inter in the m 1h in mpan

B ith r her with n r m f
reorganized insurers or stock holding companies or

idiari £ £f them, mer r 1i with or
acquire the assets of a mutual insurer; or

Mer r nsoli wi ny other rson.

4 Merger wi er mu 1 holdin ompan: if mutual
holdi m mer wi m 1 h in mpan rganizg
under h law o) nother r ir h membershi
inter in foreign mutual insurer h merger or igsition
must ¢ ly with th uiremen f Maine 1 nd rul nd of
any other state's law, rule or regulation ;hg; is _applicable to
LQ_QMLM_QMW_A&SQrer. In the

n £ nf £ law by r 1 Main
law nd rul 1 A £ ign m l insurer th is me or
acquired pursuant to this section may at the same time
by m i hi mplying with th 1i 1
requirements of this State and of the foreign mutual insurer's

tat micil

- -

5. Acquisition of stock or assets of other persons. A
mutual holding company may acguire the capital stock or assets of
other persons,

rship inter A membership inter in mutual
holdin mpan o) i ri nder Title 32
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section 10501, subsection 18 or any other law of this State and
is not transferable,

7. _Election of directors. Directors of the mutual holding
mpany _mu 1 d lurali v f all member in
in that election in person or by proxy. If the mutual holding

compan k 3 ion h han el ion i i r
h would r ir licyh i he m l1h i
mpany were m 1l ins by hen th ion r ir vote

of members of the mutual holding company.

490. nversion of m holdin
1 roval f reor ization A m 1 holdin
com m r i in rdan with a plan of
reorganization:
A Appr b h rintenden if th uperintenden
fi j i in £
whi i h n iven m ! member
n ion : an

B. Approved by vote of not less than 2/3 of the company's

m r ng on th lan i r mail
a m i member 1 for h
ur e h m h in m 1 rovi
reasonable notice to its members and determine the procedure
for the meeting, subject to approval by the superintendent,
The plan must specify that only persons who were members
h n for h migsi he plan an
n n for h £ le by the

superintendent are entitled to vote, Each member is
entitled to one vote.

2. Membership interests disposition, A plan of
regrganization pursuant to subsection 1 must provide for
extinguishment of the membership interests in the mutual holding

mpan nd ma rovi or either:

A. Th nversion £ he mu 1 holdin ompan into a

k rporation, in which event nsideration, if an
distributed to members of the mutual holding company must be
equal to that required under section 3477: or

B. The distri ion o) ligibl

holding company of consideration consisting of all assets of
the mutual holding company, including all stock of the
reorganiz insurer or any stock holding company owned by
the mutual holding company, or other congideration having
equivalent aggregate value. The form of the other

Page 10-LR3899(1)
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consideration may be cash, securities, additional

insuran r annui nefi r 1i redi incr
ividen x her onsideration, All h nsideration
must be allocated among eligible members of the mutual
holding company in a manner that is fair and eguitable to
h mpany's members.,
SUMMARY

Sections 1, 2, 3 and 4 of the bill amend the Charitable
Solicitations Act to exempt federally and state-chartered
financial institutions and c¢redit unions that are subject to
supervision and examination by their respective chartering
authorities.

Section 5 of the bill permits mutual property and casualty
insurance companies in Maine to adopt a mutual holding company
structure. This bill is necessary because of a provision of the
federal Financial Services Modermization Act of 1999. Unless a
state's laws authorize mutual insurers to transfer their domicile
to another state and reorganize as a steck insurance company
owned by a mutual holding company, the federal law preempts state
insurance laws for this type of reorganization. Maine law does
not currently authorize that kind of reorganization. By
establishing law to allow mutual property and casualty insurers
to reorganize, this bill ends the federal preemption and
provides flexibility to mutual property and casualty insurers
organized in Maine and does so under terms that fairly protect
the interests of policyholders in those companies.
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