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HB 793, Second Engrossed

Abill to be entitled
An act relating to nutual insurance hol ding
conpani es; creating a new part IIl of chapter
628, F.S.; providing definitions; prohibiting
certain stock transfers; providing application;
providing for formation of nutual insurance
hol di ng conpani es; specifying requirenents for
a plan of reorganization; providing for a
public hearing; prohibiting paynent of
di vi dends; providing for nergers and
acqui sitions of nutual insurance hol ding
conpani es; providing for filing and anendi ng
articles of incorporation; providing for
byl aws; providing for directors; requiring
notice of a change in director; providing for
nmenber shi p; providing for distribution of a
nmenber's share upon liquidation; providing for
applicability; providing for conversion of a
nmut ual i nsurance hol di ng conpany to a stock
hol di ng conpany; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Parts Ill and IV of chapter 628, Florida
Statutes, are redesignated as parts |V and V, respectively,
and a new part |11, consisting of sections 628.701, 628. 703,
628. 705, 628.707, 628.709, 628.711, 628.713, 628.715, 628.717,
628. 719, 628.721, 628.723, 628.725, 628.727, 628.729, 628.731
and 628.733, Florida Statutes, is created to read:

PART 111
MUTUAL | NSURANCE HOLDI NG COVPANI ES
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HB 793, Second Engrossed

628. 701 Scope.--This part applies only to donestic

nut ual i nsurance hol di ng conpani es.

628. 703 For purposes of this part:

(1) "Mutual insurance hol di ng conpany” neans an

i ncorporated entity without pernanent capital stock that is

organi zed under this part and whose nenbers are deternined in

accordance with this part.

(2) "Subsidiary insurance conpany" neans stock

i nsurance conpany, the mpjority of the voting shares of the

capital stock of which are at all tines owned by a nutua

i nsurance hol di ng conpany. For purposes of this part,

majority of the voting shares of the capital stock" neans

shares of the capital stock of such conpany which carry the

right to cast a mpjority of the votes entitled to be cast by

all of the outstanding shares of the capital stock for the

el ection of directors. The ownership of a mpjority of the

voting shares of the capital stock of a fornmer nutua

reorgani zed i nsurance conpany which are required by this part

to be at all tinmes owned by a nutual insurance hol di ng conpany

i ncl udes indirect ownership through one or nore internediate

hol di ng conpani es. However, indirect ownership through one or

nore i nternedi ate hol di ng conpanies shall not result in a

nut ual i nsurance hol di ng conpany owning | ess than the

equivalent of a mpjority of the voting shares of the capita

stock of the fornmer nutual reorgani zed i nsurance conpany.

(3) "Internedi ate hol di ng conpany” neans a hol di ng

conpany which is a subsidiary of a nmutual insurance hol ding

conpany, and which directly or through a subsidiary

i nternedi ate hol di ng conpany owns a majority of the voting

shares of the capital stock of one or nore subsidiary

i nsurance conpani es.

2
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1 628. 705 Prohibition of stock transfers.--

2 (1) The voting shares of the capital stock of a

3| subsidiary insurance conpany, which are required by this part
4]1in order to maintain a nmajority of the voting shares, are to
5| be at all times owned by a nmutual insurance hol di ng conpany or
6| one or nore internedi ate hol di ng conpani es and the voting

7 | shares of the capital stock of any internediate hol di ng

8 | conpany, which are necessary to satisfy such ownership

9 | requirenent through indirect ownership, shall not be conveyed,
10 | transferred, assigned, pledged, subjected to a security

11| interest or lien, encunbered, or otherw se hypothecated or

12 | alienated by the nutual insurance hol di ng conpany or any

13 | internedi ate hol di ng conpany. Any conveyance, transfer

14 | assi gnnent, pledge, security interest, lien, encunbrance, or
15 | hypot hecation or alienation of, in, or on such voting shares
16 | of capital stock is in violation of this section and shall be
17 | void in inverse chronol ogi cal order of the date of such

18 | conveyance, transfer, assignnent, pledge, security interest,
19 | lien, encunbrance, or hypothecation or alienation, as to such
20 | shares of capital stock. The shares of the capital stock of
21| the surviving or new conpany resulting froma nerger or
22 | consolidation of two or nore subsidiary i nsurance conpani es or
23| two or nore internediate hol di ng conpani es which were
24 | subsidiaries of the sanme nutual insurance hol ding conpany are
25| subject to the sane requirenents, restrictions, and
26| limtations as provided in this section to which the shares of
27 | the nerging or consolidating former nutual reorganized
28 | i nsurance conpanies or internedi ate hol di ng conpani es were
29 | subject by this section prior to the nerger or consolidation
30 (2) Voting shares of the capital stock of a subsidiary
31| i nsurance conpany or the internedi ate hol ding conpany nmay not
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HB 793, Second Engrossed

be acquired by any affiliated nmenber of the hol di ng conpany

system except where the affiliated nenber of the nutua

hol di ng conpany systemis the majority sharehol der. A nunber

of shares equal to 5 percent of the outstandi ng voting shares

of the capital stock of one corporate nmenber of the Mitua

| nsurance Hol di ng Conpany System sel ected by the nutua

i nsurance hol di ng conpany may be issued or sold to directors

and officers as part of plan of conpensation and such shares

shal|l not be considered part of the majority shares to be

owned by the nmutual insurance conpany under subsection (1). A

nunber of shares equal to an additional 5 percent of the

out standi ng voting shares of the capital stock of one

corporate nenber of the Miutual |nsurance Hol di ng Conpany

System sel ected by the nmutual insurance hol di ng conpany nay be

i ssued or sold to enpl oyees, which nay not include any officer

or director, as part of an enpl oyee stock dividend or benefit

pl an and such shares shall not be considered part of the

majority shares to be owned by the nutual insurance conpany

under subsection (1). Prior to issuance of shares in excess

of the authorized 5 percent to either officers and directors

or enpl oyees, pursuant to this section, a fairness opinion

shal |l be rendered by an i ndependent authority acceptable to

the departnent to assure that the long terminterests of the

shar ehol ders and policyhol ders are adequately protected. The

departnent shall approve or disapprove the transaction within

30 days after receipt of the fairness opinion. Nothing in

this section prohibits any officer or director from purchasing

shares of stock at market value which are not part of a plan

of conpensation, in accordance with the requirenents of s.

628. 461, and, if such stock is not regularly traded on a

nati onal stock exchange, the officer or director purchasing

4
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HB 793, Second Engrossed

the shares of stock is responsible for establishing its market

val ue.
628. 707 Applicability of general corporation

statutes.--The applicable statutes of this state relating to

t he powers and procedures of donestic private corporations

fornmed for profit shall apply to donmestic nutual insurance

hol di ng conpani es, except:

(1) A nmutual insurance hol di ng conpany shall be

organi zed excl usively under this act and shall be a nutua

conpany W thout capital stock

(2) The articles of incorporation of the nutual

i nsurance hol di ng conpany, and any anendnent to such articles

or restatenent of such articles shall be subject to the

approval of the departnent for conpliance with the provisions

of this act prior to filing with the Departnent of State, and

shall contain the nane of the nutual insurance hol di ng

conpany, which shall include the word "Mitual ."

(3) The provisions of chapter 617 shall be deened to

be incorporated into this part to govern a nutual insurance

hol di ng conpany to the extent that this act and the insurance

code are silent with respect to the articles of incorporation

byl aws, organi zation, nenbers, directors, or other matters

relating to a nutual insurance hol di ng conpany.

(4) Nothing in this part shall be construed to require

that a nutual insurance hol ding conpany be governed by part |
of chapter 625.
(5) In the case of the reorganization of any nutua

i nsurance conpany organi zed as a nonprofit corporation under

chapter 617, a mutual insurance hol di ng conpany organi zed

under this part shall be deenmed to be a nonprofit corporation

5
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HB 793, Second Engrossed

628. 709 Formation of a nutual insurance hol ding

conpany. - -
(1) A donestic nmutual insurance conpany, other than a

nmut ual insurer that issued assessable policies as a nutua

i nsurer and which held a certificate of authority in this

state on July 1, 1997, may, pursuant to a plan of

reorgani zati on, reorgani ze as a nmutual insurance hol di ng

conpany systemthat nust consist of a nmutual insurance hol di ng

conpany and one or nore controlled subsidiaries and which may

consi st of one or nore internedi ate stock hol di ng conpani es

and other subsidiaries. The reorgani zati on nay be effected by

t he organi zati on of one or nore conpani es, anendnent or

restatenent of the articles of incorporation and byl aws of one

or nore conpanies, transfer of assets and liabilities anbng

two or nore conpani es, issuance, acquisition or transfer of

capital stock of one or nobre conpani es, or nerger or

consol idation of two or nore conpanies. On and after the

effective date of a plan of reorgani zati on, the nutual

i nsurance hol di ng conpany shall at all tines have the power,

directly or indirectly, to cast at least a npjority of the

votes for the election of the board of directors of each

controll ed subsidiary and any internedi ate stock hol di ng

conpany.
(2) Al of the initial shares of the capital stock of

t he i nsurance conpany whi ch reorgani zed as a subsidiary

i nsurance conpany shall be issued either to the nutua

i nsurance hol di ng conpany, or to an internedi ate hol di ng

conpany which is wholly owned by the nutual insurance hol ding

conpany. This restriction does not preclude the subsequent

i ssuance of additional shares of stock by the subsidiary

i nsurance conpany so |long as the nutual insurance hol ding

6
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1| conmpany at all tines owns directly or through one or nore
2| internedi ate holding conpanies, a mgjority of the voting
3 | shares of the capital stock of the subsidiary insurance
4 | conpany. The nenbership interests of the policyholders of the
5| subsidiary insurance conpany shall beconme nenbership interests
6] in the nmutual insurance hol ding conpany. Policyholders of the
7 | subsidiary insurance conpany which was fornerly the nutua
8 | insurer shall be nenbers of the nmutual insurance hol ding
9 | conpany in accordance with the articles of incorporation and
10 | byl aws of the mutual insurance hol di ng conpany. Policyhol ders
11| of any other subsidiary insurance conpany of the nutual
12 | i nsurance hol di ng conpany shall not be nenbers of the nutua
13 | i nsurance hol di ng conpany unl ess they are policyholders of a
14 | subsidiary which was a nutual insurer which nerged with the
15| hol di ng conpany pursuant to s. 628.715.
16 628. 711 Plan of reorgani zation.--
17 (1) A plan of reorganization shall include the
18 | fol |l owi ng provi si ons:
19 (a) A description of the structure of the nutua
20 | i nsurance hol di ng conpany system consistent with the
21 | requirenents therefor set forth in this act.
22 (b) A description of the qualifications for nenbership
23| in and the rights of nenbers of the mutual insurance hol di ng
24 | conpany consistent with the requirenents therefor set forth in
25| this act.
26 (c) A description of the transactions, and parties to
27 | such transactions, that will effect the reorgani zation
28 | including, but not linmted to, transfer and assunption of
29 | policies, contracts, assets, and liabilities.
30 (d) A description of corporate restructuring and ot her
31| corporate transactions that will effect the reorgani zation
7
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1|including, but not limted to, organi zati on of conpani es,

2 | anendnent or restatenent of articles of incorporation or

3| byl aws, and nergers and consol i dati ons.

4 (e) A description of those persons who shall serve as

5] directors and officers of the nmutual insurance holding

6 | conpany, its internediate stock hol ding conpanies, if any, its
7| controll ed subsidiaries, and ot her subsidiaries as of the

8| effective date of the reorganization. The initial directory

9| shall be the directors of the nutual insurance conpany who

10 | shall have ternms concurrent with the terms as directors of the
11 | reorgani zed mutual insurance conpany unl ess ot herwi se

12 | specified in the plan.

13 (f) A representation that, follow ng the

14 | reorgani zation, the material terns and conditions of

15| i ndemnification or coverage of policyholders of the nutua

16 | i nsurance conpany shall remain in full force and effect under
17 | policies transferred to and assuned by one or nore

18 | subsidiaries of the mutual insurance hol di ng conpany or

19 | retained by a mutual insurance conpany that has reorgani zed

20| either as a nutual insurance hol ding conpany that elects to

21 | wite insurance or a stock subsidiary.

22 (g) A representation that, follow ng the

23 | reorgani zation, the material terns and conditions of

24 | subordi nated surplus notes and other contractual obligations,
25 | other than those arising under policies described in paragraph
26 |(f), of the nmutual insurance conpany shall, subject to the

27 | rights of the nutual insurance conpany under applicable |aw,
28 | and to the extent such obligations are not otherw se satisfied
29 | or termnated in accordance with their terns or retained by a
30 | mutual insurance hol ding conpany or controlled subsidiary,

31| remain in full force and effect upon the transfer of such

8
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HB 793, Second Engrossed

obligations to, and assunption of such obligations by, one or

nore subsidiaries of the nutual insurance hol di ng conpany.

(2) A plan of reorgani zati on nust be adopted by the

board of directors of the nutual insurance conpany or, in the

case of the formation of any internedi ate stock insurance

hol di ng conpany that is not concurrent with the formation of

the nmutual insurance hol di ng conpany, by the board of

directors of the mutual insurance hol di ng conpany.

(3) Following the adoption of a plan of

reorgani zation, and prior to the neeting of the nutua

i nsurance conpany nenbers to approve the plan, the nmutua

i nsurance conpany shall subnit to the departnent the

fol | owi ng:
(a) The plan of reorgani zati on, as adopt ed.

(b) The formof notice to be sent to the nutua

i nsurance conpany nenbers, informng themof their right to

vote on the plan of reorgani zation

(c) The formof proxy statenment to be sent to the

nmut ual i nsurance conpany nenbers, infornmng themof their

right to vote by proxy on the plan of reorgani zation, and

descri bing the pl an.

(d) The formof proxy to be sent to the nutua

i nsurance conpany nenbers to solicit their vote on the plan of

reorgani zati on.

(e) Proposed articles of incorporation, nerger, or

consol i dation, restatenents of or anendnments to articles of

i ncorporation or bylaws, and plans of nmerger or consolidation

with respect to each entity to be organi zed, reorgani zed or

ot herwi se subject to such action under the plan of

reorgani zati on.

9
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HB 793, Second Engrossed

(f) A proposed business plan for the 3 years foll ow ng

the date of the reorgani zation

(g) An audited financial statenent prepared on a

statutory basis consistent with the Florida | nsurance Code,

i ncluding an actuarial opinion for the npst recent cal endar

year ended, or a copy thereof, if the statenent was previously

filed with the departnent.

(4) The departnent may hold a public hearing to all ow

public comment on the plan of reorgani zati on. Any hearing nust

be held within 30 days after recei pt by the departnent of a

conpl eted plan of reorgani zati on. The departnent nmay not

approve a plan of reorganization unless it finds that it is

fair and equitable to the nenbers of the nmutual insurance

conpany. Ninety days after filing, the plan of reorganization

shal | be deened approved unless it has previously been

approved or di sapproved by the departnent. The depart nent

shall informthe nmutual insurer of the specific reasons for

t he di sapproval of any plan of reorgani zation

(5)(a) A plan of reorganization adopted by the board

of directors of the applicant may be:

1. Amended by the board of directors of the applicant

in response to the comments or reconmendations of the

departnent, or any other state or federal agency or

governnental entity, before any solicitation of proxies from

nenbers of the nutual insurance conpany to vote on the plan of

reorgani zation, or at any tine with the consent of the

departnent, except that any material amendnent after the

nenbers' approval shall require the nenbers' approval; or

2. Terminated by the board of directors of the

applicant at any tinme before nenbers of the nutual insurance

10
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1| conpany vote on the plan of reorganizati on and, otherw se, at
2]l any tine with the consent of the departnent.

3 (b) The plan of reorgani zation is approved upon the

4 | affirmative vote of at least a npjority of the votes cast by
5| nenbers of the nutual insurance conpany, notw thstandi ng

6 | quorum or voting action requirenents otherw se applicable to
7 | the mutual insurance conpany to the contrary.

8 (c) Wthin 30 days after nmenbers have approved the

9| pl an of reorganization, the applicant nust file with the

10 | departnent the nminutes of the neeting at which the plan of

11 | reorgani zati on was approved.

12 628. 713 Dividends.--A nmutual insurance hol di ng conpany
13 | shall not be authorized to pay dividends or nake distributions
14 | to nmutual insurance hol di ng conpany nenbers except as nay be
15 | expressly approved by the departnent. Neither the adoption nor
16 | the inplenentation of a plan of reorgani zation shall be deened
17 ) to give rise to any obligation by or on behalf of a nutua

18 | i nsurance conpany to nake any distribution or paynent to any
19 | nenber or policyholder, or to any ot her person, fund, or
20 | entity of any nature whatsoever, in connection with the
21 | ownership, control, benefits, policies, purpose, or nature of
22 | the nmutual insurance conpany or otherw se, including, but not
23| limted to, requirenents inposed by the conversion and bul k
24 | rei nsurance provisions of ss. 628.441 and 628. 491
25 628. 715 Merger and acquisitions.--Subject to
26 | applicable requirenents of chapter 628, a nutual insurance
27 | hol di ng conpany nay:
28 (1)(a) Merge or consolidate with, or acquire the
29 | assets of, a nutual insurance hol ding conpany |icensed
30| pursuant to this act or any simlar entity organization
31| pursuant to |aws of any other state;

11
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1 (b) Either alone or together with one or nore

2| internedi ate stock hol di ng conpani es, or other subsidiaries,
3| directly or indirectly acquire the stock of a stock insurance
4 | conpany or a nutual insurance conpany that reorgani zes under
5]this act or the law of its state of organization

6 (c) Together with one or nore of its stock insurance

7 | conpany subsidiaries, acquire the assets of a stock insurance
8 | conpany or a nutual insurance conpany;

9 (d) Acquire a stock insurance conpany through the

10 | nerger of such stock insurance subsidiary with a stock

11 | i nsurance conpany or interimstock insurance conpany

12 | subsidiary of the nmutual insurance hol di ng conpany; or

13 (e) Acquire the stock or assets of any other person to
14 | the sane extent as would be pernmitted for any not-for-profit
15| corporation under chapter 617 or, if the mutual insurance

16 | hol di ng conpany wites insurance, a nutual insurance conpany.
17 (2) A reorgani zation pursuant to this section is

18 | subject to the applicable procedures prescribed by the | anws of
19 | this state applying to corporations forned for profit, except
20| as otherwi se provided in this subsection

21 (a) The plan and agreenent for nerger shall be

22 | submitted to and approved by a mapjority of the nenbers of each
23 | donestic mutual insurance hol ding conpany involved in the

24 | nerger who vote either in person or by proxy thereon at

25| neetings called for the purposes pursuant to such reasonabl e
26 | notice and procedure as has been approved by the departnent.
27 (b) No such nerger shall be effectuated unless in

28 | advance thereof, the plan and agreenent therefor have been

29 | filed with the departnent and approved by it. The departnent
30| shall give such approval unless it finds such plan or

31 | agreenent:

12
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1 1. Is inequitable to the policyholders of any donestic
2| insurer involved in the nerger or the nenbers of any donestic
3 | mutual insurance hol ding conpany involved in the nerger; or

4 2. Wuld substantially reduce the security of and

5| service to be rendered to policyholders of a donestic insurer
6|inthis state.

7 (c) Al of the initial shares of the capital stock of
8 | the reorgani zed subsidiary i nsurance conpany shall be issued
9| either to the mutual insurance hol di ng conmpany, or to an

10 | i nternedi ate hol di ng conpany which is wholly owned by the

11 | nutual insurance hol di ng conpany. The nenbership interests of
12 | the policyhol ders of the reorgani zed i nsurance conpany shal
13 | becone nenbership interests in the nutual insurance hol ding
14 | conpany. Policyhol ders of the reorgani zed i nsurance conpany
15| shall be nenbers of the nmutual insurance hol ding conpany in
16 | accordance with the articles of incorporation and byl aws of
17 | the nutual insurance hol ding conpany. The nutual insurance

18 | hol di ng conpany shall at all tines own a mpjority of the

19 | voting shares of the capital stock of the reorganized
20 | subsi diary i nsurance conpany.
21 628.717 Filing of articles of incorporation.--
22 (1) No nutual insurance hol di ng conpany shall be
23| forned unless its articles of incorporation are approved by
24 | the departnent prior to filing the sane with and approval by
25| the Departnent of State as provided by | aw
26 (2) The departnent shall pronptly exanine the articles
27 | of incorporation; and, if it finds that the articles of
28 | incorporation conply with |law, the departnent shall endorse
29 | its approval upon each of the originals, place one on file in
30| its office, and return the renmmining sets to the
31| incorporators. The incorporators shall pronptly file such

13
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endorsed articles of incorporation with the Departnent of

State. The articles of incorporation shall be effective when

filed with and approved by the Departnent of State.

628. 719 Anmendnent of articles of incorporation.--

(1) A donestic mutual insurance hol di ng conpany may

anmend its articles of incorporation by vote of a najority of

t hose nenbers present or represented by proxy at a | awf ul

neeting of its nenbers, if the notice given nenbers included

due notice of the proposal to anend.

(2)(a) Upon adoption of an anendnent, the nutua

i nsurance hol di ng conpany shall make under its corporate sea

a certificate thereof, setting forth the amendnent and the

date and manner of the adoption thereof, which certificate

shal | be executed by the nutual insurance hol ding conpany's

president or vice president and secretary or assistant

secretary and acknow edged before an officer authorized to

t ake acknow edgnents. The nutual insurance hol di ng conpany

shal|l deliver the originals of the certificate to the

depart nent.
(b) The departnent shall pronptly exanine the

certificate of anendnent, and, if the departnent finds that

the certificate and the amendnment conply with law, the

departnment shall endorse its approval upon each of the

originals, place one on file inits office, and return the

remmi ning sets to the nmutual insurance hol di ng conpany. The

nmut ual i nsurance hol di ng conpany shall pronptly file such

endorsed certificates of anendnent with the Departnent of

State. The anmendnent shall be effective when filed with and

approved by the Departnent of State.
628. 721 Byl aws. - -

14
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(1) The initial board of directors of a nutua

i nsurance hol di ng conpany shall adopt origi nal byl aws, subject

to the approval of the conpany's nenbers at the next

succeedi ng neeting.

(2) The bylaws shall provide:

(a) That each nenber is entitled to one vote upon each

matter conming to a vote at neetings of nenbers, or to nore

votes in accordance with a reasonabl e cl assification of

nenbers as set forth in the bylaws and based upon t he anount

of insurance in force with the nmutual insurance hol ding

conpany's subsidiaries, or upon the anobunt of the preniuns

paid to the nutual insurance hol di ng conpany's subsidi aries by

such nenber, or upon other reasonable factors. If a person's

nenbership i s based upon that person hol ding an i nsurance

policy froma life insurer, the right to vote may be linited

to those nenbers whose policies are other than term and group

policies and have been in effect for nore than 1 year. A

nenber has the right to vote in person or by his witten

proxy. No such proxy shall be made irrevocable or for |onger

than a reasonabl e period of tine.

(b) For the election of directors by the nenbers and

the nunber, qualifications, terns of office, and powers of the

directors.
(c) The tinme, notice, quorum and conduct of annua

and special neetings of nenbers and voting thereat. The byl aws

may provide that the annual neeting shall be held at a pl ace,

date, and tine to be set forth in the policy and wi thout

gi ving other notice of such neeting.

(d) The nunber, designation, election, terns, and

powers and duties of the respective corporate officers.
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(e) For deposit, custody, and di sbursenent of and

accounting for corporate funds.

(f) That a quorumat all annual and special neetings

of menbers will consist of all nenbers present and voting in

person or by proxy, after due notice of such neeting.

(g) For any other reasonable provisions custonary,

necessary, or convenient for the nanagenent or regul ation of

the conpany's corporate affairs, not inconsistent with | aw

(3) The nmutual insurance hol ding conpany shall file

within 30 days with the department a copy, certified by the

nut ual insurance hol di ng conpany's secretary, of its byl aws

and of every nodification thereof or addition thereto. The

departnent shall pronptly di sapprove any byl aw provi si on

deened by it to be unlawful, unreasonable, inadequate, unfair,

or detrinmental to the proper interests or protection of the

nut ual insurance hol di ng conpany's nenbers or any cl ass

thereof. The insurer shall not, after receiving witten notice

of such di sapproval and during the existence thereof,

ef fectuate and byl aw provi si on di sapproved.
628.723 Directors; nunber; election.--
(1) The affairs of every mutual insurance hol di ng

conpany shall be managed by not |ess than five directors.

(2) Directors nust be elected by the nenbers of the

nmut ual i nsurance hol di ng conpany at the annual neeting of

nenbers. Directors may be elected for terns of not nore than 5

years each and until their successors are el ected and have

qualified, and, if to be elected for terns of nore than 1

year, the mutual insurance hol di ng conpany's byl aws shal

provide for a staggered-terns system under which the terns of

a proportionate part of the nenbers of the board of directors

will expire on the date of each annual neeting of nenbers.
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(3) A mjority of the directors nust be citizens of
the United States.
(4) |If so provided in a nutual insurance holding

conpany's bylaws, a director of such nutual insurance hol ding

conpany nust be a policyhol der thereof.
628. 725 Notice of change of director or officer.--A
nut ual insurance hol di ng conpany shall give the departnent

witten notice of any change of personnel anong the directors

or principal officers of the nutual insurance hol di ng conpany

within 45 days after such change. The witten notice shal

include all information necessary to allow the departnment to

determ ne that the nmutual insurance hol ding conpany's

subsidiary stock insurers will be in conpliance with s.

624.404(3) and, at a mininmum shall contain information
simlar to the information required by s. 628.051(2)(b), (c),
and (d) for directors of insurance conpani es.

628. 727 Menbership. --

(1) Menbership in a nutual insurance hol di ng conpany

shall be determ ned in accordance with the nmutual insurance

hol di ng conpany's articles of incorporation and byl aws and

shal | be based upon each nenber holding a policy of insurance

with a subsidiary insurance conpany or subsidiary health

service corporation. G-oup certificateholders may al so be

nenbers of the nmutual insurance holding conpany if specified

in the byl aws.

(2) Any person, public or private corporation, board

association, firm estate, trustee, or fiduciary nay be a

nmenber of a nutual insurance hol di ng conpany. However, the

state or any county or nunicipality may not participate as a

nenber in the profits of any nutual insurance hol di ng conpany.
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(3) No nenber of a nmutual insurance hol di ng conpany

may transfer nenbership or any right arising therefrom

(4) A nmenber of a nutual insurance holding conpany is

not, as such, personally liable for the acts, debts,

liabilities, or obligations of the conpany and may not be

assessed by the directors of such conpany.

(5) A nenbership interest in a nutual insurance

hol di ng conpany shall not constitute a security as defined by
s. 517.021.
628. 729 Menber's share of assets on voluntary

di ssol ution. - -

(1) Upon any voluntary dissolution of a donestic

nmut ual i nsurance hol di ng conpany, its assets renmnining after

di scharge of its indebtedness, if any, and expenses of

admi ni stration, shall be distributed to existing persons who

were its nenbers at any tine within the 3-year period

precedi ng the date such |liquidation was authorized or ordered,

or date of last termnation of the insurer's certificate of

authority, whichever date is earlier; except, if the

departnment has reason to believe that those in charge of the

managenent of the nutual insurance hol di ng conpany have caused

or encouraged the reduction of the nunber of nenbers of the

insurer in anticipation of liquidation and for the purpose of

reduci ng thereby the nunber of persons who nmay be entitled to

share in distribution of the insurer's assets, the departnent

may enl arge the 5-year qualification period by such additiona

time as the departnent may deemto be reasonabl e.

(2) The distributive share of each such nenber shal

be deternined by a formul a based upon such reasonabl e

classifications of nenbers as the departnent nay approve.
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1 628. 731 Application of hol ding conpany statutes and

2 | reqgul ations. --Each reorgani zed subsidi ary i nsurance conpany

3| shall be subject to the applicable laws and rules of this

4| state relating to insurance hol ding conpany systens. A nutua
5] insurance hol di ng conpany shall not be subject to provisions
6 | of chapter 628 or rules adopted thereunder with respect to the
7| witing of insurance or required capital or surplus. A nutua
8 | i nsurance hol di ng conpany system shall be consi dered an

9 | i nsurance hol di ng conpany system but shall not require

10 | separate approval under chapter 628 for an acquisition of

11| controlling stock, ownership interest, assets, or control, or
12 | for a nerger or consolidation, share exchange, organization
13 | or reorgani zation of insurance conpanies, or other transaction
14 | with respect to any action approved pursuant to the provisions
15 ] of this part.

16 628. 733 Converting nutual insurance hol di ng conpany. - -
17 (1) A nmutual insurance hol di ng conpany nay becone a

18 | stock hol di ng conpany under such plan and procedure as nmay be
19 | approved by the departnent.

20 (2) The departnent shall not approve any such plan and
21 | procedure unl ess:

22 (a) The plan and procedure is subject to approval by
23| vote of not less than a mpjority of the conpany's current

24 | nenbers voting thereon in person, by proxy, or by mail at a
25| neeting of nmenbers called for the purpose pursuant to such

26 | reasonabl e notice and procedure as nay be approved by the

27 | depart nent.

28 (b) The corporate equity of each nenber is

29 | determ nable under a fair fornula approved by the departnent,
30 | which equity shall be based upon not nore than the conpany's
31| net assets.
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(c) The persons entitled to participate in the

di stribution of stock shall include all current nenbers and

all existing persons who had been nenbers within 3 years prior

to the date such plan was submitted to the departnent.

(d) The plan calls for the distribution to each person

as specified in paragraph (c) of capital stock or other

property of the stock hol di ng conpany, using each person's

equity as determ ned under paragraph (b).

(e) The plan gives to each nmenber as specified in

paragraph (c) a preenptive right to acquire his or her

proportionate part of all of the proposed capital stock of the

new stock hol di ng conpany, within a desi gnated reasonabl e

period, and to apply upon the purchase thereof the anpunt of

his equity as deternined under paragraph (b).

(f) Shares are so offered to policyholders at a price

not greater than to be thereafter offered to others.

(g) The plan provides for paynent of cash to each

nmenber not electing to apply his or her equity towards the

purchase price of stock to which he or she is preenptively

entitled. The amount so paid shall be not |ess than 50 percent

of the anmpunt of his or her equity not so used for the

purchase of stock. Such cash paynment together with stock so

purchased, if any, shall constitute full paynent and di scharge

of the nenber's corporate equity in such nutual insurance

hol di ng conpany.
Section 2. This act shall take effect October 1, 1997.
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