CS/HB 215, First Engrossed

1 Abill to be entitled
2 An act relating to stock and nutual insurance
3 conpani es; anending s. 628.715, F.S.
4 aut hori zi ng a nutual insurance hol di ng conpany
5 to nerge the nenbership interests of certain
6 nmut ual insurance conpanies into the nutua
7 i nsurance hol di ng conpany under certain
8 ci rcunstances; authorizing a nmutual insurance
9 hol di ng conpany to nerge or consolidate wth,
10 or acquire the assets of, certain entities;
11 aut hori zi ng the Departnent of Insurance to
12 retain certain consultants for nerger
13 eval uation purposes; requiring certain
14 conpani es to pay consultant costs; providing a
15 net hodol ogy for deternmining the rights of
16 certain nmerging entities; anmending ss. 628.231
17 and 628.723, F.S.; authorizing directors of
18 donestic insurers and nutual insurance hol ding
19 conpani es to consider certain factors while
20 taking corporate action in discharging their
21 duties; anending s. 628.729, F.S.; confornmng a
22 reference to a qualification period; creating
23 s. 628.730, F.S.; providing for nerger of a
24 nmut ual insurance hol ding conpany into its
25 i nternedi at e hol di ng conpany; requiring a plan
26 and agreenent of nerger; requiring approval by
27 t he Departnent of Insurance; providing
28 requirenents for distribution of assets and
29 liabilities; authorizing sales of shares of the
30 nmut ual i nsurance hol di ng conpany for certain
31 pur poses; requiring the departnent to hold a
1
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1 public hearing on the nerger; requiring the
2 pl an and agreenent of nerger to be voted on by
3 nmenbers of the nmutual insurance hol ding
4 conpany; providing an effective date.
5
6| Be It Enacted by the Legislature of the State of Florida:
7
8 Section 1. Paragraphs (d) and (e) of subsection (1)
9 | and paragraph (b) of subsection (2) of section 628. 715,
10| Florida Statutes, are anended, and paragraph (f) is added to
11 | subsection (1) of said section, to read:
12 628. 715 Merger and acquisitions.--Subject to
13 | applicable requirenents of this chapter, a rmutual insurance
14 | hol di ng conpany may:
15 (1)
16 (d) Acquire a stock insurance conpany through the
17 | merger of such stock insurance subsidiary with a stock
18 | i nsurance conpany or interimstock insurance conpany
19 | subsidiary of the nutual insurance hol di ng conpany; o+
20 (e) Acquire the stock or assets of any other person to
21| the sanme extent as would be permitted for any not-for-profit
22 | corporation under chapter 617 or, if the nutual insurance
23 | hol ding conmpany wites insurance, a nutual insurance conpany;—
24 (f) Jointly, with a donestic or foreign nutua
25 | i nsurance conpany whi ch redonesticates pursuant to s. 628.520,
26 | file an application with the departnent, pursuant to the
27 | provisions of this part, to nerge the donmestic or foreign
28 | mutual insurance conpany policyholder's nenbership interests
29 | into the mutual insurance hol ding conpany. The reorgani zi ng
30 | nutual insurance conpany nay nerge with the nutual insurance
31| hol ding conpany's stock subsidiary or continue its corporate
2
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exi stence as a donmestic stock i nsurance conpany subsidiary.

The nmenbers of the foreign mutual insurance conpany may

approve in a contenporaneous vote both the redonestication

pl an and the agreenent for nerger and reorgani zation; or

(g) Merge or consolidate with, or acquire the assets

of, a donmestic or foreign reciprocal insurance conpany, a

group self-insurance fund, or any other simlar entity.

(2) A reorganization pursuant to this section is
subj ect to the applicable procedures prescribed by the | aws of
this state applying to corporations fornmed for profit, except
as otherwi se provided in this subsection

(a) The plan and agreenent for nerger shall be
submitted to and approved by a majority of the nenbers,
pol i cyhol ders, or subscribers of each donestic nutua

i nsurance hol di ng conpany, nutual insurance conpany, stock

i nsurance conpany, or donestic or foreign reciprocal insurance

conpany, i nvolved in the nerger who vote either in person or
by proxy thereon at neetings called for the purposes pursuant
to such reasonabl e notice and procedure as has been approved
by the departnent.

(b) No such nerger shall be effectuated unless in
advance thereof, the plan and agreenent therefor have been
filed with the departnent and approved by it after a public

hearing, which shall be held within 90 days after receipt by

t he departnent of such plan and agreenent. The departnent nay

retain outside consultants to evaluate the nerger. The

donestic nmutual insurance hol di ng conpany shall pay reasonabl e

costs associated with retaining such consultants. Such

payrments shall be made directly to the consultant. The

departnent shall give such approval unless it finds such plan
or agreenent:

3
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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 di ng 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|in this state.
7 (c) Al of the initial shares of the capital stock of
8 | the reorgani zed subsidiary insurance 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 mutual 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 owmn a majority of the
19 | voting shares of the capital stock of the reorganized
20 | subsi diary insurance conpany.
21 (d) For property and casualty insurers, the rights of
22 | the nenbers of the nmerging entities under s. 628.729, for a
23 | period of 3 years after the nerger, shall be the proportionate
24 | share of the total surplus of the nmerging entities as
25 | determ ned by the percentage of the surplus contributed by
26 | each of the nerging entities to the total surplus of the
27 | surviving entity on the date of the nerger
28 Section 2. Subsection (5) is added to section 628.231
29| Florida Statutes, to read
30 628.231 Directors; nunber, election.--
31
4
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(5) |In discharging his or her duties, a director nay

consi der such factors as the directors deemrel evant,

including, but not linmted to, the long-term prospects and

interests of the corporation and its sharehol ders, the soci al

econom c, legal, or other effects of any action on the

enpl oyees, suppliers, or policyholders of the corporation or

its subsidiaries, the comunities and society in which the

corporation or its subsidiaries operate, and the econony of

the state and the nation. The director may al so consider the

short-termand long-terminterests of the insurer, including,

but not linmted to, benefits that may accrue to the insured

fromthe insurer's long-termplans, the possibility that such

interests nmay be best served by the conti nued i ndependence of

the insurer, the resources, intent, and past, present, and

potential conduct of any person seeking to acquire control of

the insurer, and any other rel evant factors.

Section 3. Subsection (5) is added to section 628. 723,
Fl orida Statutes, to read

628.723 Directors; nunber; election.--

(5) |In discharging his or her duties, a director nay

consi der such factors as the directors deemrel evant,

including, but not linmted to, the long-term prospects and

interests of the corporation and its sharehol ders, the soci al

econom c, legal, or other effects of any action on the

enpl oyees, suppliers, or policyholders of the corporation or

its subsidiaries, the comunities and society in which the

corporation or its subsidiaries operate, and the econony of

the state and the nation. The director may al so consider the

short-termand long-terminterests of the insurer, including,

but not linmted to, benefits that may accrue to the insured

fromthe insurer's long-termplans, the possibility that such

5

CODING:Words st+ieken are deletions; words underlined are additions.




CS/HB 215, First Engrossed

1| interests may be best served by the continued i ndependence of

2| the insurer, the resources, intent, and past, present, and

3| potential conduct of any person seeking to acquire control of

4] the insurer, and any other rel evant factors.

5 Section 4. Subsection (1) of section 628.729, Florida

6| Statutes, is anended to read:

7 628. 729 Menber's share of assets on voluntary

8 | dissolution.--

9 (1) Upon any voluntary dissolution of a donestic
10 | nutual insurance hol ding conpany, its assets remmining after
11| di scharge of its indebtedness, if any, and expenses of
12 | adninistration, shall be distributed to existing persons who
13| were its nenbers at any tinme within the 3-year period
14 | precedi ng the date such liquidation was authorized or ordered,
15| or date of last ternmination of the insurer's certificate of
16 | authority, whichever date is earlier; except, if the
17 | departnent has reason to believe that those in charge of the
18 | managenent of the nutual insurance hol di ng conpany have caused
19 | or encouraged the reduction of the nunber of nenbers of the
20 | insurer in anticipation of liquidation and for the purpose of
21 | reduci ng thereby the nunber of persons who nay be entitled to
22 | share in distribution of the insurer's assets, the departnent
23 | may enlarge the 3-year 5—yeatr qualification period by such
24 | additional tinme as the departnment may deemto be reasonabl e.
25 Section 5. Section 628.730, Florida Statutes, is
26 | created to read:
27 628. 730 Merger with internedi ate hol di ng conpany. - -
28 (1) A mutual insurance hol di ng conpany nay, pursuant
29| to a plan and agreenent of nerger approved by the departnent,
30| in accordance with s. 628.715, ((2)(b), nmerge into its
31| internedi ate hol ding conpany. The surviving internedi ate

6
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1| hol ding conpany shall assune all of the assets and liabilities
2| of the nutual insurance hol ding conpany, and all of the stock
3| of the internediate hol di ng conpany owned by the nutua
4 | insurance hol ding conpany i nmedi ately prior to the nerger
5| shall be distributed to existing persons who were nenbers of
6 | the mutual insurance hol ding conpany at any tine within the
7 | 3-year period preceeding the date of such nerger
8 (2) The distributive share of each such nenber shal
9| be determined by a fornul a based upon such reasonabl e
10| classifications of nenbers as the departnent nmay approve.
11 (3) For purposes of creating a public market for the
12 | shares of the internedi ate hol di ng conpany, the nutua
13 | i nsurance hol ding conpany may, imediately prior to the
14 | nerger, sell or cause the internediate hol ding conpany to sel
15| to the public up to 25 percent of its capital stock
16 | representing no nore than 25 percent of the voting stock of
17 | the internedi ate hol di ng conpany.
18 (4) The departnent shall hold a public hearing to
19 | all ow public comment on the plan and agreenent of nerger. The
20 | hearing nust be held within 90 days after receipt of the
21 | departnent of the proposed plan and agreenent of nerger
22 (5) The plan and agreenent of nerger shall be
23 | subnmitted to the nenbers of the nmutual hol di ng conpany for
24 | their approval and shall take effect only if approved by a
25| majority of the nenbers of the nmutual insurance hol ding
26 | conpany who vote either in person or by proxy on such nerger
27 | at a neeting called for the purpose of voting on such nerger
28 | pursuant to reasonabl e notice and procedures as approved by
29 | the departnent.
30 Section 6. This act shall take effect upon becoming a
31| law.
7
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