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CHAPTER 611
DOMESTIC STOCK AND MUTUAL INSURANCE CORPORA TIONS

SUBCHAPTERI 611.41 Communicationgo shareholders or policyholders and commissisner
GENERAL PROVISIONS attendancat meetings.
611.01 Definitions. 611.42 Mutual policyholders’ voting rights.
611.02 Scope and purposes. 611.43 Annual report to mutual policyholders.
611.03 Orders imposing and relaxing restrictions. 611.51 Board of directors.
611.07 General corporate powers and procedures. 611.52 Election and removal of directors andicérs of stock corporations.
SUBCHAPTER Il 611.53 Selection and removal of directors antiagfrs of mutuals.
ORGANIZATION OF CORPORAIONS 611.54 Supervision of management changes.
611.10 Reservation of corporate name. 611.55 Continuity of management in engencies.
611.11 Incorporators. 611.56 Committees of directors.
611.12 Articles and bylaws. 611.57 Interlocking directorates and other relationships.
611.13 Organization permit and certificate of incorporation. 611.60 Transactions in which directors and others are interested.
611.14  Powers under ganization permit. 611.61 Transactions of insurers withfiifites.
611.15 Deposit of proceeds of subscriptions. 611.62 Directors’ and dicers’ liability and indemnification.
611.16 Terminationof oiganization permit and payment ofianization expenses. 611.63 Executive compensation.
611.18 Incorporatorsliability and oganization expenses. 611.66 Exclusive agency contracts.
611.19 Initial_capital and su_rplus requirements. 611.67 Management contract services.
611.20  Certificate of authority 611.69 Dividends and other distributions.
611.22 Accelerated aganization procedure. SUBCHAPTER V

611.223 Transfer of an insuré&s place of domicile.

611.23 Municipal insurance mutuals. CORPORAE REORGANIZATION

611.24 Segregated accounts in general. 611.71 Acquisitionof all of the shares or ofdass of shares of an insurance cerpo

611.25 Special provisions for separate accounts for variable contracts. ration. L ) )

611.26 Subsidiaries. 611.72 Mergeror other acquisition of control of a stock insurance corporation.

611.28 Changes in business plan. 611.73 Merger of mutuals.

611.29 Amendment of articles. 611.74 Voluntary dissolution of domestic insurance corporations.
SUBCHAPTER Il 611.75 Conversion of a domestic stock corporation into a mutual.

SECURITIES OF DOMESTIC INSURANCE CORPORKONS 611.76 Conversion of a domestic mutual into a stock corporation.

611.31 Securities regulation. 611.77 Conversionof assessable to nona ble and non sasiessable

611.32 Promoter stock. mutuals.

611.33 Authorized securities. 611.78 Transferof business or assets.

611.34 Corporate repurchase of shares. 611.785 Dissenters’ rights.

611.36 Number of shareholders. 611.79 Conversiorof a domestienutual life insurance company into a fraternal.
SUBCHAPTER IV SUBCHAPTERVI

MANAGEMENT OF INSURANCE CORPORRONS MISCELLANEOUS PROVISIONS
611.40 Shareholders’ meetings. 611.94 Trustee of proceeds.
Cross-reference: See definitions in s600.03 610.01and628.02 (b) To assure the solidity of insurance corporations by provid

NOTE: Chap. 260, laws of 1971, which eated this chapter of the statutes, ; i i ili
containednotes explaining the evision. See the 1971 session law volume. ing an oganizational framework tfacilitate sound management,

In the 1973 session furthechanges wee made as part of the insurance code Soundoperation and sound regulation; and
revision. The bill (Senate Bill 175) contained extensive notes which may be found i onsg)
in the bill drafting file in the Legislative Reference Bueau. (C) To Strengthen mtemal corporape_ de_mocra_cy thr . h
muchstockholder and policyholder participation as is practicable.
History: 1971 c. 260

SUBCHAPTERI 611.03 Orders imposing and relaxing restrictions.
(1) ORDERSIMPOSINGRESTRICTIONS. The commissioner may sub
GENERAL PROVISIONS ject an individual corporation not otherwise subject thereto to

someor all ofthe restrictions of s611.28611.29 (2) 611.32 (5)
611.01 Definitions. In this chapter unless the context 611.33(1) (a)and(2) (a) 1.and2, 611.34 611.54 (1) (b)and

requiresotherwise: 617.22(2), on a finding that its financial condition, management
(1) Stock corpPoRraTIONS. The definitions in s180.0103 (2) or other circumstance requires such additional regulation for the
(3), (14), (15) and(17) apply to stock corporations; and protection of the interests of insureds or the public.
(2) MuTuAL corPORATIONS. Thedefinitions in $181.0103 (3) (2) ORDERS ELIMINATING RESTRICTIONS. The commissioner
and(18) apply to mutuals. may free a new corporation from any of the restrictions generally

(3) APPLICABILITY OF OTHER DEFINITIONS. The definitions of applicable only to neworporationsinder ss611.28 611.29 (2)

ss.600.03and610.01apply to corporations under this chapter 611.32 (5) 611.33 (1) (a)jand(2) (a) 1.and2.,611.34611.54 (1)
History: 1971 c. 2601979 c. 1021983 a. 18%.329(22) 1985 a. 195.34, 1989 (0) and617.22 (2) if the commissioner is satisfied that its finan

a.303 1997 a. 79 cial condition, management and other circumstances assure that
the interests of insureds and the public will not be endangered
thereby.

Hfistory: 1971 c. 260307, 1977 ¢. 2031979 c. 102

611.02 Scope and purposes. (1) Score. (a) Domestic
insurers. This chapter applies to all insurance corporatioga-or
nizedunderthe laws of this state, except those expressly governe

by other chapters. 611.07 General corporate powers and procedures.

(b) Nondomestic insers. Except as expressly provided, thig1) Powers. Subject to s611.63 s.180.0302applies to stock
chapterdoes not apply to nondomestic insurers. corporations and €.81.0302 (intro,)(1) to (15), (18) and(19)

(2) PurPosEs. The purposes of this chapter are: appliesto mutuals.

(a) To provide a complete, self-containpbcedure for the  (2) EFFECT OF UNAUTHORIZED CORPORATE ACTS. Section
formation of insurance corporations; 180.0304applies to stock corporations and 81.0304applies to
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mutuals,except that references to “attorney general” shall be read(am) The articleshall include a statement that the corporation

as“commissioner”.

(4) WAIVER OF NOTICE AND INFORMAL ACTION BY SHAREHOLD-
ERS,POLICYHOLDERSORDIRECTORS. Sections 80.0704180.0706

180.0821 and 180.0823 apply to stock corporations and ss.

181.0704 181.0706 181.0821and 181.0823apply to mutuals.
Section181.0821also applies to a committee of theard of a

is organized under this chapter;
(b) The articles shall include provision for mutual bonds if any
areto be authorized, which shall conform t®%$1.33 (2) (a)

(c) The purposes of the corporation shall be limited to those
permittedin s.610.2%
(d) If assessable policies are permitted,attecles shall con

mutual,exceptthat references to “board” shall be read as “comain general provisions respecting assesstiahiities and pre

mittee”.

(6) PowERTO HOLD ASSETSAS TRUSTEE. A life insurance cor
poration may hold assets unde632.42 (1)as trustee or as gen
eral corporate assets.

(7) CORRECTINGFILED DOCUMENT. Section180.0124applies
to stock corporations.

History: 1971 c. 2601973 c. 128s.25, 30; 1973 c. 184336, 1975 c. 373.40;
1975c. 375s.44; 1975 c. 4221979 c. 10; 1987 a. 131989 a. 3031997 a. 79252

SUBCHAPTERII
ORGANIZATION OF CORPORAIONS

611.10 Reservation of corporate name. Sections
180.0402and180.0403 (2)(3) and(3m) applyto stock corpora
tions and ss181.0402and181.0403 (2)(3) and(3m) apply to
mutuals.

History: 1971 c. 2601973 c. 1281981 c. 39%:.252, 1989 a. 3031993 a. 331
1997a. 79
611.11

Incorporators. (1) GENERAL. Any number of corpo

ceduresjncluding a provisiorspecifying the classes of business
on which assessment may be separately levied; and

(e) Theatrticles may specify those classes of persons who may
be policyholders, or prescribe the procedtwe establishing or
removingrestrictions on the classes of persons wiay be poli
cyholders,and the articles shall state that each policyholder is a
memberof the corporation.

(3) PRINCIPAL OFFICERS. Sections180.0840and 180.0841
applyto stock corporations and 481.0840and181.0841apply
to mutuals. Notwithstanding s180.0840 (1)pr181.0840 (1)the
articlesor bylaws shall specifically designateoBmore dfices,
the holders of which shall be the principafioérs of the corpora
tion. Notwithstanding s180.0840 (3pr181.0840 (3)the princi
pal offices shall be held by at least 3 separate individuals.

(4) ByLaws. The bylaws of a domestic corporation shall eom
ply with this chapterand a copy of the bylaws and any amend
mentsthereto shall be filed with the commissiométhin 60 days
afteradoption. Subject to this subsection, t®44.13 (2) (d)and
(5) and611.22 (4) ss.180.0206and180.1020to 180.1022apply
to stock corporations and sk31.0206 181.0207and181.1021
applyto mutuals.

rateor adult natural persons mayanize a corporation under this History: 1971 c. 2601989 a. 3031997 a. 791999 a. 85

chapter.

(2) CLOSELY HELD, SUBSIDIARY AND AFFILIATED CORPORATIONS.
Oneto 15 corporate or adult natural persons mggrize a corpo
rationunder s611.22

(3) MUTUAL REINSURANCECORPORATIONS. A mutual reinsur

ancecorporatiorhaving the exclusive purpose of providing rein

surancefor its member corporations may beanizedby 15 or
moremutuals under this chapter and town mutuals undeiich.
The commissioner may exempt tieerporation from any of the
requirement®f ss.611.12to 611.20if the commissioner consid
ersthem unnecessary for the protection of the members.

(4) MunicipALITIES. (a) In this subsection, “municipality” has

the meaning given in 845.05 (1) (c)

(b) Any number of municipalities or associations of munici
palitiesor both may aganize a municipal insurance mutual unde

$.611.13 subject to $611.23 to provide any ofhe following for
its members:

1. Worker’s compensation insurance.
2. Liability insurance.

3. Risk management services.

History: 1971 c. 2601973 c. 2431977 c. 3461979 c. 105s.236 (6) 237, 1981
€. 390s.252 1995 a. 197

611.12 Articles and bylaws. (1) STOCK CORPORATIONS.

611.13 Organization permitand certificate of incorpo -
ration. (1) PermIT REQUIRED. No person mayin the case of a
stockcorporation, solicit subscriptions for its securities, or in the
caseof a mutual, solicigpplications for qualifying insurance poli
ciesor subscriptions for mutual bonds or contribution notes, until
the commissioner has issued agamization permit.

(2) AppLIcATIONFORPERMIT. The application for an ganiza-
tion permit shall be signed and acknowledged bgrobehalf of
eachincorporatorand shall include or have attached:

(a) The names, and for the preceding 10 years all addresses and
all occupationof all incorporators and proposed directors and
officers;

(b) For all corporate incorporators, their articles and bylaws,
list of the names, addresses aadupations of all directors and
Erincipal officers, and for the 3 most recent years their annual

financial statements and reports;

(c) The proposed articles which shall be signed and acknowl
edgedby or on behalf of each incorporat@and the proposed
bylaws;

(d) All agreements relating to the corporation to which any
incorporatoror proposed director or fafer is a party;

(e) The amount ansources of the funds available foganiza-
tion expenses and the proposed arrangements for reimbursement

Section180.0202appliesto the articles of a stock corporationandcompensation of incorporators or other persons;

exceptthat:

(a) Thename of the corporation shall include the word “insur

(f) The proposed compensation of directors afiderk;
(9) The plan for solicitation of applications for qualifying

ance”or a term of equivalent meaning, and shall comply with gysurancepolicies and for the corporatiansecurities;

180.0401(2) to (4);

(h) The forms to be used for stock subscriptions, certificates

(am) The articleshall include a statement that the corporatiofor shares, applicationfor qualifying insurance policies, sub

is organized under this chapter;
(b) Authorized shares shall conform t®%§1.33 (1) and

scriptionsfor mutual bonds and contribution notes, and the forms
for bonds and notes;

(c) The purposes of the corporation shall be limited to those (i) The proposed capital, or the proposed mininpemmanent

permittedby s.610.21

(2) MutuALs. Section181.0202applies to the articles af
mutual,except that:

surplus,and the proposed initial surplus;
(i) The plan for conducting thasurance business, including:
1. The geographical area in which business is intended to be

(@) The name of theorporation shall include the wordsdonein the first 5 years;

“mutual” and “insurance” or terms of equivalent meanagl
shallcomply with s.181.0401 (2}o (4);

2. The types of insurance intendedbe written in the first 5
years;
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3. The proposed marketing methods; 611.16 Termination of organization permit and pay -

4. To the extent requestdyy the commissiongethe proposed Ment of organization expenses. (1) TERMINATION. The
methodfor the establishment of premium rates; organizationpermit shall terminate upon:

(k) A projection of the anticipated operating resaftthe cor (a) Issuance of a certificate of authority undeils.2Q

porationat the end of each of the first 5 years of operation, based(b) Revocation under suf); or
on reasonable assumptions of loss experience, premium and othgt) Expiration of one year after issuance unkeggpod faith

income,operating expenses and acquisition costs; and applicationfor a certificate of authority has been filed with the
(L) Such other relevant documents or information as the copemmissioner.The commissioner may grant a reasonable exten
missionerreasonably requires. sionif the commissioner reasonably expects that the corporation

(3) ISSUANCEOF ORGANIZATION PERMIT AND OF CERTIFICATEOF will be able to satisfy the requirements for a certificate of authority
INCORPORATION. The commissioner shall issue amanization Within the extended period.

permitand a certificate of incorporation if: ~ (2) RevocaTion. The commissioner may revoke agamiza-
(a) The commissioner finds that all requirements of law hafn permitif: _ _
beenmet; (@) The commissioner finds, after a hearing, that becafise

(b) The commissioner is satisfied thatratural persons who changesn circum_star)ces, or becguse the facts were not as repre
areincorporators, the directors and principdicefrs of corporate S€ntedn the applicationthe conditions for issuance of a permit
incorporatorsand theproposed directors andficers of the cor areno longer satisfied; or
porationbeingformed are trustworthy and competent and cellec (0) The commissioner denies an application for a certificate of

tively have the competence and experience to engage in the padtighority and finds that the corporatiorannot reasonably be
ular insurance business proposed; and expectedo satisfy the requirements for a certificate of authority

(c) The commissioner is satisfied that the business plan-s c¥fithin the remaining terrof the oganization permit or any exten
sistentwith the interests of the corporatierpotentialinsureds Sionthereof under sulfl) (c). _
andof the public. 3) REIMBURSEMENTSAND. REFUNDS. .(a) .General.. Except in

(4) CONTENTSOFPERMIT. The oganization permit shall spec caseésinder parg(b) and(c), if the oganization permit is revoked
ify the minimum capital or minimurpermanent surplus required®’ EXPIres before a certificate of authority is granted, incorpora

unders.611.19 and may contain such other information as thi@rsWho haveadvanced money for the reasonable and authorized
commissionedeems necessary expense®f oganization, including underwriting expenses, may

(5) LEGAL EXISTENCE. Upon the issuance of the certificate Ope reimbursed in cash from the proceeds of shares or mutual bond

incorporationthe legal existence of the corporation shall begirf" Sontribution note subscriptions under thgauization permit,

the articles and bylaws shall becoméeefive and the proposed 8” |tem|zegr:eﬁelp§s audltgdsg)/y ttﬁtr:lmlssmmirThe_totglfrelm h
directorsand oficers shall take dice. The certificate shall be PUrS€Mensnall not exceed 57 of the amount received from suc

conclusiveevidence of compliance with this section, except in L:r%esi. Jhe remalndﬁr |nt§he %SCVOW accoun’{'shatll tl’tlﬁreupon be
proceeding by the state against the corporation. tributions, valued &s of the time the contributions were made.
History: 1971 c. 2601991 a. 316 , -
o ) (b) Violation of law Reimbursement may be refused to any
611.14 Powers under organization permit. (1) Stock incorporatorunder par(a) if the commissioner finds that in con
CORPORATIONS. While its oganization permit is in &ct a stock nection with the ayanization of the corporation the incorporator

corporationmay: haswilfully or negligently violated in a material way any provi
(a) Register stock under611.31 solicit subscriptions subject sion of this chapter
t05.180.0620 (1) (agnd receive payment therefor in cashgth (c) Assessable mutuald\No reimbursement may be made to

the approval of the commissionen other property constituting anyincorporator of a mutual under pé) until all advanced pre

apermitted investment under @20, and issue receipts for suchmiumscollected under $11.19 (4) (c)have beemepaid in full.

paymentat values approved tif)e commissionebut no shares  (4) Enp orFLEGAL EXISTENCE. The legal existence of the corpo

may be issued until a certificate of authority is issued; and  ration shaltterminateupon completion of the payments under sub.
(b) Transact all other business necessary and approfwiate(3).

the organization of the planned insurance enterprise. History: 1971 c. 260307, 1991 a. 316

(2) Mutuais. While its oganization permit is in &ct @ 1118 Incorporators’ liability and organization expen -
mutualmay: o o ses. (1) LiasiLity. The incorporatorshall be jointly and sever

(a) Registemutual bonds under 811.31 solicit applications - ally liable for all oganizational and promotional expenses and lia
for qualifying insurance policies under6il1.19 (4) (c)and sub pijlities incurred prior to the issuance of the certificate of authority
scriptionsfor mutual bonds and contribution notes and receive (2) REIMBURSEMENTAND COMPENSATION. (a) Stock corpora
paymenttherefor in castor, with the approval of the commis tions. 1. ‘Expenses.’ After issuance of the certificatauwthority
sioner,in property constituting a permitted investment under Cfhcorporatorsof a stock corporation who have advanced money
620, and issue receipts fetch payment at values approved by thgy incurred obligations for the reasonable and authorized expen
commissionerput no policies obonds may be issued until a-cer sesof oanization including underwriting may be reimbursed in

tificate of authority is issued; and ~ cashfrom the proceeds of shares subscribed to undergaeiaa-
(b).Tra.nsact all other busllness necessary apd appropriate intitwe permit, on itemized receipts audited by tr@mmissioner

organizationof the planned insurance enterprise. Their total reimbursement may not exceed 10% of the amount
History: 1971 c. 260307, 1989 a. 303 receivedfrom subscribers.

611.15 Deposit of proceeds of subscriptions. Al funds, 2. ‘Personal services.” Incorporators may be compensated for

andthe securities and documents represerititeyests in prop the reasonable value gfersonal services actually performed by
erty, received by a stock corporation for staioscriptions or by theissuance to them of share_s not exceeding in valu_e in the aggre
amutual for applications for insurance policies or for mutual borft€10% of the amount received from the subscription for shares
or contribution note subscriptions shall be depositettie name Underthe oganization permit. _
of the corporation with a depository approved by the commis 3. ‘Aggregate expenses and remuneration.” The aggregate
sioner,subject to an escrow agreement approved bydhenis  paymentunder subdsl. and2. may not exceed 15% of the amount
sionerunder which withdrawals may be made only with the-confieceivedfor shares subscribed to under thgamization permit,
missioner’sapproval. includingthe shares purchased unde§14..32 (1)or(2), and shall
History: 1971 c. 2601979 c. 10%.236 (14) conformto the statement made undef%1.13 (2) (e)
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(b) Mutuals. After issuance of the certificate afithority (6) PrOVIDERS'CONTRACTS. Any corporatiorunder this chap
incorporatorof amutual who have advanced money or incurregr which promises in its policies to supply service$ién of or
obligationsfor the reasonable and authorized expensesgaf- orin addition to indemnityon a basis giving the insurer no option
nizationmay be reimbursed in cash from the proceeds of subscrghetherit will supply services or pay indemnighall maintain
tions for mutual bonds and contribution notes, on itemizeslichcontracts with providers thétcan be reasonably expected
receiptsauditedby the commissionerThe total reimbursement thatservices will be provided as promised in its contracts.
may not exceed 15% of the amount received for the bonds and(7) REDUCTIONOFMINIMUM SURPLUS. The commissionanay
notes. by order reduce the minimuamounts of surplus required under

History: 1971 c. 260 subs.(1) and(2) if in the commissionés opinion the extent and
natureof providers’ contracts under sub), financial guarantees
andother support by financiallyound private or public corpera
tions, a pressing social need in a particutammunity for the

rmation of a mutual insurance corporation to provide needed

Surancecoverage, or other special circumstances, justify the

611.19 Initial capital and surplus requirements.

(1) MINIMUM CAPITAL AND PERMANENT SURPLUS. The commis
sionermay by rule establish the minimum capital for a stock ¢
porationor the minimum permanent surplus for a nonassessa

the i capital or minimum permanent surpius shal Proposedeductionin the required surplus. A person wh wil

P p urp . directly compete with the proposed insurer is aggrieved within the
$2,000,0000r such greater amount as the commissioner Spec'ffﬁéaningof 5.601.62 (3) (a)
by order (8) HEALTH MAINTENANCE ORGANIZATION INSURER. This see

(2) INITIAL EXPENDABLE SURPLUS. A corporation aganized +on does not apply to a health maintenanaggoization insurer
underthis chapter shall have an initial expendable surplus, af{ﬁéﬂs subject tgF;(:B{OQ.QG o

paymentof all oganizational expenses, of at least 50% Of theisiory: 1971 c. 2601975 c. 145,54, 1979 c. 2611985 a. 3351989 a. 23303
minimum capital or minimum permanent surplus specified under
sub.(1), or such othepercentage as the commissioner specifisl1.20 Certificate of authority . (1) APPLICATION. The cor
by order porationmay apply for a certificate of authority at any tipréor

(4) AssEssABLEMUTUALS. (a) Reduced permanent surplus.f0 the expiration of its granization permit. The application shall
An assessable mutualgamized under this chapter need not haygcludea statement bg principal oficer of any material changes
apermanent surplus if the assessment liability of its policyholddp@thave already taken place or are likely to take place in the facts
is unlimited. If assessmenase limited to a specified amount oron Which the issuance of thegamization permit was based, and
a specified multiple of annual advance premiums, the minimuiin@ny material changes are proposed in the business plan, the addi
permanentsurplus shall be the amount that would be requirdtnal information about such changes that would be required if an
undersub.(1) if the corporation were not assessable, reduced B{ganizationpermit were then being applied for

anamount that reasonably reflects the value optilieyholders’ ~ (2) ISSUANCE. (a) The commissioner shall issue a certificate
assessmetiiability in satisfying the financial needs of the corpo©f authority if he or she finds:
ration. 1. That cash or property authorized undér14.14 (1) (ahas

(b) Initial expendable surplusAn assessable mutuaiga- beenreceived sticient to satisfy the requirements of6d.1.19
nizedunder this chapter shalhve an initial expendable surplus 2. Thatthere is no basis for revoking theyanization permit
of at least $100,000, aftpayment of all ajanizational expenses. unders.611.16 (2) and
(c) Initial applications; general. Except under pargd) and 3. That all other applicable requirements oflthe have been
(e), no certificate of authority shall be issued to an assessatfilét.
mutualuntil it has at least 400 bona fide applications for insurance (b) The certificateof authority shall specify any limits placed
from not less than 400 separate applicants on separate riskshe insurance business that may be carriedyahe corpora
locatedin this state in each of the classes of business upon whiigh and maywithin the powers given the commissioner by, law
assessmentsiay be separately levied. A full yéampremium specifylimits on its methods of operation.
shall be paidwith each application and the aggregate premium (3) Errect. Upon the issuance of the certificate:
shallbe at least $50,000 for each such class. If at any time while(a) The board shall authorize and direct the issuance of shares,
the corporation is an assessable mutual, lihsiness plan is pondsor notes subscribed to under thgamization permit, and
amendedto include an additional class of business on Whl(‘g‘f insurance policies upon qualifying applicationade under the
assessmentmay be separately levied, identicgquirements organizationpermit; and
shallbe applicable to each add|t|qnal ‘?'ass- (b) The commissioner shall authorize the release to the-corpo
(d) Same; workes compensationFive employers or more yation of all funds held in escrow under&i1.15
may join in the formation of an assessable mutual to write only (4) ALTERATION OF CERTIFICATE OF AUTHORITY. (a) Upon
worker's compensation insurance if, instead of tbquirements 5 jication. A corporation may at any time apply to the commis
of par (c), policies are simultaneously put intdegft that cover at gjonerfor a new or amended certificadé authority removing,
least 1,500 employees, counting no more th&D0 for any ajteringor adding limits on its business or methods of operation.
employer. A full years premium shalbe paid by each employer The appiication shaktontain or be accompanied by so much of the
aggregatingat least $100,000. information in s. 611.13 (2) as the commissioner reasonably
(e) Initial surplus in lieu of initial applicationsin place of ini  requires. The commissioner shall issue the new certificate as
tial applications and premium payments for any class of businasgjuestedf he or she finds:
the corporation may provide the minimum permanent surplus and 1 That the corporatios’capital and surplus are adequate to
initial expendable surplus that the commissioner would requigpport the proposed operations under the new certificate; and

for a nonassessable mutagjanizing to do that class of business .
under like conditions. The class of business shall nevertheles%p 2. That the proposed business would not be contrary to the law

assessablentil conversion under §11.77 (1) o the |nterest.s O.f insureds or the.pu.bllc. .
(5) MUTUALS WITH OPEN CONTRACTS. A mutual oganized (b) By commissionerlf the commissioner issues a summary

underthis chapter need not have a permanent surplus if it issﬁ ngPhdeeLg}%ﬁ?ﬁ&;??gﬁ;i?afgrgr?éailgggé ge n(é(/vsgrel encﬁ%/h&t“hsg
only contracts the benefits of which may be reduced by actionII its the commissioner deems necessar

theboard if assets aret suficient to provide the protection spec History: 1971 . 2601979 c. 1025.96, 236 (5) 1982)/ a 303

ified in the contracts. The terms and format of sungh open cen ' ' ‘ o '

tractprovision must be approved by tbemmissioner before the 611.22 Accelerated organization procedure. (1) Gen-
mutualis given a certificate of incorporation. ERAL REQUIREMENTS. The incorporators may apply fdetermina
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tion of the minimum capital or minimum permanent surplus undptaceof domicile to any other state which it is admitted. As a
s.611.19and for a certificate of authority without first obtainingconditionof approving the transfer of domicile, the commissioner
anorganization permit if: may require a special deposit, reinsurance or other protective
(@) Their number is not more than 15; and measu.re.sby the jnsurerAfter or simultaneous with the tyansfer
(b) They purchase for their own accounts all the shares pfR$ domicile, the insurer may apply under 648 for authority to
posedto be issueih the case of a stock corporation, or in the ca&® Pusiness in this state as a foreign insurer _
of a mutual they supply all the minimum permanent surplus and(3) EFFECTON EXISTING CONTRACTS. The transfer of amsur
initial expendable surplus by contribution notes or otherwise. €r's place of domicile under suffl) or (2) does not déct the
(2) CONTENTSOF APPLICATION. The application for aertifi- obligationsof the insurer under its existing insurance contracts or
cateof authority shall be accompanied by proof that the purcha&@Y other existing contracts.
pricefor the shares or the proceedsontribution notes have been History: 1987 a. 247
depositedon behalf of the proposed corporation or if other thagiy 23 Municipal insurance mutuals. (1) APPLICABLE
moneyare held in trust for the proposed corporation and by 8¢, g5 On application by the ganizers of a municipal insurance
muchof the information in $511.13 (2)as the commissioner rea ytualunder s611.11 (4), the commissioner mayy order after
sonablyrequires. ahearing, relax any requirementstbis chapter to facilitate the
(3) ISSUANCE OF CERTIFICATES OF INCORPORATION AND  formation,financing and governance of the mutual. In the same

incorporationand a certificate of authority if: designedo implement the purposes 0641.02 (2)aselaborated
(a) The commissioner finds that all requirements of law hawe this chapter
beenmet; (2) ReGuLATION. Except as provided in suf8), the provi-

(b) The commissioner is satisfied thatradltural persons who sionsof chs.600to 646 that apply to other mutualsganized or
areincorporators, the directors and principdiagfrs of corporate operatingunder this chapter apply al$o municipal insurance
incorporatorsand theproposed directors andfickrs of the cor  mutuals.
porationbeingformed are trustworthy and competent and cellec (3) INaPPLICABLE PROVISIONS. Chapterss04 to 607, 612 to
tively have the competence and experience to engage in the pagti®, 625 and646 do notapply to such mutuals. The commissioner
ularinsurance business proposed; and may by order after a hearing, exempt such a mutual freamy

(c) The commissioner is satisfied that the business planis cother provisions on a findinthat they are unnecessary for the
sistentwith the interests of the corporatisrpotentialinsureds protectionof the interests ahe municipalities and their citizens.
andof the public. History: 1977 c. 3461979 c. 891981 c. 2(5.2202 (26) (()1995 a. 197

(4) LEGAL EXISTENCE. Upon the issuance of the certificate of NOTE: Chapter 346, laws of 197which created this section, has an extensive
incorporationthe legal existence of the corporation shall begin, piaining '
the articles and bylaws shall becoméeetive and the proposed 611.24 Segregated accounts in general. (1) MANDA-
directorsand oficers shall take dice. The certificate shall be tory sEGREGATEDACCOUNTS. A corporation shall establish segre
conclusiveevidence of compliance with this section, except ingatedaccounts for the following classes of insurance business, if

proceeding by the state against the corporation. it also does other classes of insurance business:
History: 1971 c. 2601991 a. 316 (a) Mortgage guaranty insurance;
611.223 Transfer of an insurer 's place of domicile. (am) Unless the corporation is exempted by the commissioner

(1) FOREIGNINSURERBECOMESA DOMESTICINSURER. (a) A for by rule or orderfinancial guaranty insurance, if the corporation
eigninsurer which desires to becomelomestic insurer may sub commenceshis class of insurance business oafter March 25,

mit to the commissioner an application for a certificate of incorpd 988, or if the corporation engages in this class of business on or
rationand a certificate of authorityThe application shall comply after November 1, 1988; and

with pat (b) and shall include or have attached atfyerrelevant — (b) Life insurance including fixed and variable annuitibss-
documentsor information that the commissioner reasonablypility insurance may be included in a life insurance account.
requires. Upon review of the application, the commissiomaty 2y OprionAL SEGREGATEDACCOUNTS. With the approval of
issuea certificate of incorporation and certificate of authority ifj,q commissioner a corporation may establish a segregated
the s:ommlssmner determines that all of the following are satigecquntfor any part of its business. The commissiosieall

fied: ) o ) ] o approveunless he oshe finds that the segregated account would

1. The applicant is in compliance with the provisions of chge contrary to the law or to the interests of aigss of insureds.
600to 655 that apply to domestic insurers. (3) SPECIAL PROVISIONSFORSEGREGATEDACCOUNTS. (a) Capi-

2. The directors and fifers of the applicant are trustworthytal and surplus.The commissioner shall specify in the certificate
and competent and collectivefyave the competence and experiof authority of a newly @anizedcorporatiorthe minimum capi
enceto engage in the particular insurance business proposedtal or the minimum permanent surplus and the inéigdendable

3. The proposed business is consistent with the interestssofplusto be provided for each segregated account. If a-segre
insuredsand the public. gatedaccount is established aftarcertificate of authority has

(b) The commissioner shall by rule spedtg required con been issued, the commissioner shall require the corporation to
tentsand form of an application submitted under @r In deter haveand maintain aadequate amount of capital and surplus in
mining the required content)e commissioner shall consider théhe segregated account.
informationand documents which will permit the commissioner (b) Identification. Theincome and assets attributable to a seg
to determine whether threquirements of paa) 1.to3. are satis  regatedaccount shall alway®main identifiable with the partieu
fied. lar account but unless the commissioner so orders, the assets need

(c) The commissioner may by order retaxe or more of the not be kept physicall_y separate from other assets of th_e cerpora
requirementsf this subsection for a foreign insurer which desird#n. Theincome, gains and losses, whether or not realized, from
to become a domestic insurer if, aftehearing conducted in assetsttributable to a segregated account shall be credited to or
accordancevith ch. 227, the commissioner determines that th€hargedagainst the account withowgigard to other income, gains
requirementsare unnecessary to protect policyholders and tieglosses of the corporation.
public because of the developed status of the foreign insurer  (c) Charges. Except under pafe), assets attributable to a seg

(2) DOMESTIC INSURER BECOMES A FOREIGN INSURER. Upon  regatedaccount shall not be clugrable with any liabilities arising
approvalby the commissionea domestic insurer may transfer itout of any other business of the corporation, nor shall any assets
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not attributable to the account be apeable with any liabilities 623.12 the total value of the outstanding shares of such a subsid
arisingout of it, except under pd). iary shall be deemed to equal the amount of surplus possessed by
(d) Incidental businessincidental business done by a corporathe subsidiary in excess of itecurity surplus, as determined by
tion under s610.21may be done under the general accaunt the commissioner under&23.12 _
under any segregated account approved by the commissioner(2) INVESTMENTSUBSIDIARIES. An insurance corporatiamay _
Expensesnd income for suchusiness shall be allocated amonderm or acquire subsidiaries to hold or manage any assets that it
the general account and all segregatetounts in accordancemighthold or manage directlyThere is no limit on investment in
with generally accepted accounting principles. suchsubsidiaries except that imposed b$20.23 (3)
(e) Delinquency poceedings.Each segregated account shall (3) ANCILLARY SUBSIDIARIES. (&) Authorization. An insur
be deemed an insurer within the meaning @45.03 (1) (f) A ance corporation may for_m or acquire sub5|d|ar_|es_ to perform
liquidation order under $45.42for the general account or for anyfunctionsor provide services thatre ancillary to its insurance
segregatedaccount shall haveffect as a rehabilitation order OPerations.It may have up to 10% of its assets invested in such
unders. 645.32for all other accounts of the corporation. Claim§ubsidiaries. o . S
remainingunpaid after completion of the liquidation under ch. (b) Purposes.Subsidiaries are ancillary subsidiaries if they are
645 shall have liens on the interests of shareholders, jfimayl engagedrincipally in one or more of the following:
of thecorporations assets that are not liquidated, and the rehabili 1. Acting as an insurance agent.
tator may transform the liens into ownership interests under s. o Investing, reinvesting or trading in securities, or acting as
645.33(5). asecurities brokedealer or marketing representatifa,its own
(f) Ownership. Assets aIIoca.ted.to segregated accounts are tiezountor for the account of anyfiiate.
propertyof the corporation, which is not and shadk hold itself 3. Managing of investment companiegistered under the
outto be a trustee of the assets. federalinvestment company act of 1940, as amended, including
(g) Common assetsA corporation may own a particular assetelatedsales and services.
in determinateroportions for segregated accounts, for its general 4. providing investment advice and services.
account or as a trustee when acting as such viighiegal powers. 5. Acting as administrative agent for a government instru

(h) Transfer. Thecorporation may by an identifiable act transmentality performing an insurance, public assistance or related
fer assets for fair consideration among the segregated accouisetion.

the general account and any trust accounts of the corporation. g Providing services related to insurance operationkjc-

~ (i) Expenses and servicehe general account of the corporaing accounting,actuarial, appraisal, auditing, claims adjusting,
tion, or any segregated account, may féaiaconsideration pro  collection,data processing, loss prevention, premfimancing,
vide guarantees in connection with, perform services for of reigafetyengineering and underwriting services.

sure other accounts, subject to rules promulgated by the 7. poiding or managing property used by the corporation
commissioner. Generally acceptedccounting principles and gione or with its dfliates for the conveniertransaction of its
realisticactuarial tables may be considered to ascewthatis a | ;giness.

fair consideration.

History: 1971 c. 2601979 c. 102.236 (5) 1979 ¢.109 1981 c. 314146 1987 8. Providing such other services or performing such other

a.167. activitiesas the commissioner may declare ancillary by rule.
. i 9. Owning corporations which would bethorized as subsid
611.25 Special provisions for separate accounts for iariesunder subdsl. to 8. and under subgl) and(2).

variable contracts. (1) TERMINOLOGY. Separate accounts ( : :
. . A 4) OTHER SUBSIDIARIES. An insurance corporation may form
underthis section form a special categofysegregated accounts - acquire other subsidiari¢isan those under sulfs) to(3). The

andmay be designated by any appropriate name the corporaiiib.simenin such subsidiaries may be counted toward satisfac
wishes to use. - tion of the compulsory surplus requirement 0623.11and the

(2) FormaTion. With the approval of the commissionany - gecyritysurplus standard of §23.12to the extent that thiavest
corporationmay establish one or more separate accountalEnd antis g part of the leeway investments 0620.22 (9)for the
cateto themany amounts paid or remitted to or held by the corpgyst $200,000,000 of assets or to the extent that the investment is
ration under designated contraais classes of contracts whichyyithin the limitations under $20.23 (2) (a)and (b) for other
amountsare to be applied to provide benefits payable patly gssets.

wholly in variable dollar amounts. Such amounts may also be 5) NoriceTo commissioner. An insurance corporation shall

appliedto provide benefits in fixed and guaranteed dalaounts notify the commissioner prompttyf the formation or acquisition

andother incidental benefits. of any subsidiary under this section.
(3) SPECIAL RIGHTSAND PROCEDURES. TO the extent necessary History: 1971 c. 2601979 c. 27%.9; 1981 c. 3071999 a. 30

to comply with the federal investmeobmpany act of 1940, as

now or later amended, or any rules issued thereytitecorpora 611.28 Changes in business plan. (1) DEVELOPMENT

tion may adopt special procedures for the conduct of the busing®ssE. Within 5 years after the initial issuanceao€ertificate of

and affairs of a separate account, and méy persons having authorityno substantial change, alteration or amendment may be
beneficial interests therein, provide speciabting and other madein the business plan and the insurer may not substantially
rights, including special rights and procedurekating to invest deviatefrom it unless noticef the proposed change is filed with
mentpolicy, investment advisory services, selection of certifiedie commissioner 30 days in advancetioé proposed dctive
public accountants, and selection of a committee, the meroberélate. The commissioner may defer théeefive date for an addi
which need notbe otherwise difiated with the corporation, to tional period not exceeding 30 days by written notice to the eorpo

managethe business andfairs of the account. ration before expiration of the initial 30-day perio@ihe commis
(4) APPLICABLE GENERAL PROVISIONS. Separate accounts Sionermay within the 30-day period or iextension, prohibit the

underthis section are subject tol1.24 (3) proposedaction if it is contrary to law or to the interests of
History: 1971 c. 260 insuredscreditors or the public in this state.

S (2) CoNTINUING CONTROL. The commissioner may by rule or
611.26 Subsidiaries. (1) INSURANCE SUBSIDIARIES. AN  orderspecify portions of the business plan to which the require
insurancecorporation may form or acquire subsidiatieslo any mentof sub.(1) shall apply even after the initial 5-year period, if

lawful insurance business. There is no limit on the amount gé or she finds after a hearing that it is required to protect the inter
investmenin such subsidiaries except that the commissioner mastsof insureds, creditors or the public in this state.

by order or rule establish a limit and, for purposes @23.11and History: 1971 c. 2601979 c. 10%.236 (5) 1991 a. 316
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611.29 Amendment of articles. (1) RIGHT TOAMEND ARTI- tracted,shall be recoverable by the corporation, irrespective of
CLES. A stock corporation may amend its articles unger anyintention by the beneficial ownetirector or dficer in enter
180.0726 180.1001 to 180.1007 180.1706 180.1707 and ing into the transaction tbold the security purchased or not to
180.1708(4) and a mutual may amend its articles undgr repurchasehe security sold foa period exceeding 6 months. Suit
181.1001 181.1002 (1) 181.1003 181.1005and 181.1006 to recover the profit mape instituted in any court of competent
exceptthat papers required by those sections téilée with the jurisdiction by the corporatiorgr if the corporation fails to bring
departmenbof financial institutions shall instead be filed with thesuit within 60 days afterequest or fails to prosecute it diligently
commissioner.Subject to sul{3), the stock corporation onutual thereafterby the owner of any security thereof, in the name and
may amend its articles in any desired respect including substanitiebehalfof the corporation; but no such suit may be brought more
changesof its original purposes. No amendment may be madean?2 years after the date the profit was realized. This paragraph
contraryto s.611.12 (1)to (3). doesnot cover any transaction where the beneficial owner was not
(2) FunG. For 5 years after the initial issuance of a certificaguchbothat the time of the purchase and sale, or the sale and pur
of authority proposed amendments of the articles which are raiasepf the security involved, nor does it cover any transaction
changesn the business plan shall be filed with the commissioneshich the commissioner by rule exempts as not comprehended
atleast 30 days befotbe amendment is submitted to the sharavithin the purpose of this paragraph.
holdersor policyholders for approval, or if such approval is not (c) It is unlawful for any director or fi€er, or any beneficial
required,at least 30 days before théeetive date. ownersubject to pafa), to sell any equity security of therpora
(3) ARTICLES OF AMENDMENT; MUTUALS. In addition to the tion, directly or indirectlyunless the directpofficer or beneficial
requirementsof s. 181.1005 the articles of amendment of aowneror the directadss, oficer’s orbeneficial ownes principal
mutual shall, if mail voting is used, state the number of pelicyownsthe securitysold and either delivers it within 20 days after
holdersvoting by mail and the number of such policyholders vothe sale or deposits it within 5 days after the salth@énmails or
ing for and against the amendment. otherusual channels of transportation. A person has not violated
(4) FiLING OF ARTICLES OF AMENDMENT. NO amendment may this paragraph if the person proves that despite the exercise of
becomeeffective until the articles of amendment have been filegbodfaith theperson was unable to deliver or deposit the securi
with the commissioner ties within the specified times, or could only have donevith
(5) EFFECT OF AMENDMENT OF ARTICLES. Section180.1009 unreasonablénconvenience or expense.
appliesto stock corporations and&31.1008applies to mutuals.  (d) Paragraplib) does not apply to a purchase aate or sale
History: 1971 c. 2601989 a. 3031997 a. 79 andpurchase and p&ic) does not apply to a sale of any equity
securityof a domestic stock insurance corporation not theaer
lier held by him or hein an investment account, by a dealer in the

SUBCHAPTERIII ordinary course of his or her business and incident to his or her
establishmenbr maintenance dd primary or secondary market

SECURITIES OF DOMESTIC INSURANCE (otherwisethan on an exchange as defined in the federal securities
CORPORATIONS exchangeact of 1934) for the securitythe commissioner may by

rule define andprescribe terms and conditions with respect to
611.31 Securities regulation. (1) RecisTRATION. No sect  securitiesheld in an investment account and transactions tinade
rities issuedby a domestic insurance corporation may be sold liye ordinary course of business and incidenthe establishment
or for the corporation unless they are registeredxempt from or maintenance of a primary or secondary market.

registrationunder ch551 N ~ (e) Paragraphg)to (c) do not apply to foreign or domestic
~ (2) AppPrOVAL BY cOMMISSIONER. Securities of a domestic arbitragetransactions unless made in contravention of rules the
insurancecorporation may not be registered undeiS&iwithout  commissionemdopts in order to carry out this subsection.

prior approval of the commissioner of insurance. Issuance of aniy paragraph&) to () do not apply to equity securities of a
organizationpermitunder s611.13constitutes such approval forcor(;?orationgif: phég)to (¢) PRy quity

the securities described in the permit, 1. The securities anegistered, or are required to be regis

(3) HoLbiNnGg compaNiEs. No issuer of securities which is o
beingorganized in this state or elsewhere solely or partly for t@%rgg’apsu;?g‘r%é%,sérlz of the federal securities exchange act of
| ) ;

purposeof organizing a corporation under this chapter may reg . i . . i
ter or sell its securities in this staialess it obtains anganization 2. The corporation did not have any class of its equity securi
permitunder s611.13 No security maype registered or sold in tiesheld of record by 100 or more persons on the last business day
this state if therés any representation that an insurer will bgaer Of the year preceding the yeawhich equity securities of the eor
nized or purchased in this state with the proceeds of the sdlgrationwould otherwise be subject to paa) to (c).
unlessthe issuer obtains angamization permit under §11.13 (g) In this subsection “equity security” means any stock or
(4) INSIDERTRADING OF SECURITIES. (&) Every person who is similar security; or any securityonvertible, with or without cen
directly or indirectly the beneficial owner of more than 10% of an§ideration,into such a securitpr carrying any warrant or right to
classof any equity security of a domestic stock insurance corpofbscribeto or purchase such a security;any such warrant or
tion, or who is a director or fi€er thereof, shall file in the 6€e  right; or any other security which the commissioner deems to be
of the commissioner within 10 days afte=coming a beneficial of similar nature and designates aeguity security by rules pro
owneror a director or dicer, and within 10 days after the closemulgatedin the public interest or for the protection of investors.
of any calendamonth thereafter in which there has been a change(5) Proxy soLicitatioN. No person mayin contraventiorof
in his or her ownership or fide, a statement in the form pre rulesthe commissioner promulgates for the protectiomeés
scribedby the commissiongof the ofice and of all equity securi tors or the public, solicit or permit the use of his or her name to
ties of thecompany of which the person is the beneficial ownesolicit any proxy or consent or authorization in respect of any
andof all changes in either equity security of a domestic stock corporation having 100 or
(b) For the purpose of preventing the unfair use of informati¢hore shareholders of record.
which may havebeen obtained by such a beneficial owner or by (6) EFFECTOF RELIANCE ON COMMISSIONER'SRULE. NO provi
adirector or dficer because of his or her relationship to the corpsion of sub.(4) imposing any liability applies to any act done or
ration, any profitrealized by him or her from any purchase andmittedin good faith in conformity with any rule of tkemmis
saleor sale and purchase of any equity secufihe corporation sioner,even if the rule is, after the act or omission, amended or
within any period of lesthan 6 months, unless the security wasescindedor determined by judicial or other authority to be
acquiredin good faith in connection with a debt previously-coninvalid.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1999/180.0726
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1001
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1007
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1706
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1707
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1708(4)
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1001
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1002(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1003
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1005
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1006
https://docs.legis.wisconsin.gov/document/statutes/1999/611.29(3)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.12(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.12(3)
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1005
https://docs.legis.wisconsin.gov/document/statutes/1999/180.1009
https://docs.legis.wisconsin.gov/document/statutes/1999/181.1008
https://docs.legis.wisconsin.gov/document/acts/1971/260
https://docs.legis.wisconsin.gov/document/acts/1989/303
https://docs.legis.wisconsin.gov/document/acts/1997/79
https://docs.legis.wisconsin.gov/document/statutes/1999/ch.%20551
https://docs.legis.wisconsin.gov/document/statutes/1999/ch.%20551
https://docs.legis.wisconsin.gov/document/statutes/1999/611.13
https://docs.legis.wisconsin.gov/document/statutes/1999/611.13
https://docs.legis.wisconsin.gov/document/statutes/1999/611.13
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(a)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(b)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(c)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(a)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(c)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(a)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(c)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(a)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)(c)
https://docs.legis.wisconsin.gov/document/statutes/1999/611.31(4)

611.31 DOMESTIC STOCK AND MUTUAL CORPORATIONS Updated 99-00Wis. Stats. Database 8

(7) EFFecTOFVIOLATION. A contract for subscriptioto or the commissioneron terms that he or she considers fagingle class
purchaseof shares in any corporation madeviolation of this of preferred stock for sale to no more than 15 shareholders;
chapteror of ch.551is valid and enforceable against but notin 2 After the first year and within 5 years after the initial
favor of the corporation or the insidexxcept that the contract isissuanceof a certificate of authorityno additional classes of
valid and enforceable in favor of the corporation against &aresmay be issued, except after approval of the commissioner

insider. who may approve only if he or she finds that existing shareholders
History: 1971 c. 2601979 c. 10%s.97, 236 (13) will not be prejudiced.
611.32 Promoter stock. (1) MANDATORY PURCHASE. Dur- (b) Fractional shaes or scrip. No fractional shares may be

ing the period of déctiveness of the ganization permit the issued.Subject thereto, 480.0604applies.
incorporatorsgirectors, and principal fi€ers ofa stock corpora (c) Consideration for shas, certificates and transfegstric-
tion shall among themselves subscribe and @iathe public dér-  tions. Sections180.0621and180.0625t0 180.0627apply

ing price, at least $100,000 in cashin property of equivalent (g Ljability of shaeholders, transferes ancthers. Section
value approved by the commissionéor shares déred bythe 180 0622applies.

corporationunder the @anization permit. . (e) Shaeholders’ peemptive rights.Sectionsl80.0630and
(2) RESTRICTIONSON ISSUANCE. (@) No person may subscrlbel 0.1705apply
for promoter stock on terms more favorable than those on WhIC%(é) MuTuaLs. (a) Mutual bonds. The articles of a nonasses

subscriptionsare belng SO“C'FEd from the general public. sable mutual may authorize mutual bonds of one or more classes
(b) Except under this section as811.18 (2) (a) 2.and except angshall specify the amount of eadlass of bonds the corporation
for stock dividends, no promoter stock may be is$ued years g ythorized to issue, their designations, prefereficgations,

following the initial issuance of the certificate of authowijth-  yatesof interest, relative rights and other terms, sulijetite fob
outthe approval of the commissioner which may be granted by mﬁling provisions:

commissioneonly if _he or _she finds that._ . o 1. During thefirst year after the initial issuance of a certificate
1. The corporation is in need of additional capital; and ot 5ythority the corporation may issue only a single clagsoafis
2. The value proposed to be given for the stock is fair to-exigfith identical rights;

ing shareholders and has a reasonable relation to the current valu®  after the first year but withirb years after the initial

of the outstanding shares. . ~issuancef a certificate of authorifyadditional classes of bonds
~ (c) This subsection shall notfeft the exercise of preemptivemay be authorized after approval of the commissiowéo shall
rights. approveif he or she finds that policyholders and prior bondholders
(3) RESTRICTIONSON TRANSFER. (@) Deposit in esow. Shares will not be prejudiced;
of promoter stock and any stock received thereon as the result of3  The rate of interest shall be fair and reasonable; and
astock dividend, stock split or exercise of preemptive rights shall
be deposited in escrow with a depository satisfactory to the com,
missionerunder an agreement providitizat the shares may not
be transferred without the approval of the commissioner
(b) Release fsm esoow. If the corporation issues any life tesif th L ™ o
insurancepolicies, any shares subject to this section shall "O©S! ? qforr]r1m|35|k(])nefz_r (zj;\pprzov.es. € commissioner may
releasedrom escrow 5years after issuance of the certificate ofPproveonly it he o_r she |r? st at.. L
authority. In other cases, the shares shall be released from escrowl- The notes will nobe issued in denominations of less than
3 years after issuance of the certificate of authority 500,and no single issue will be sold to more than 15 persons;
(4) ApprovAL. (a) Definition. In this subsection, “earned sur 2. No discount, commission or other fee will be paid or
plus” means the balance of the net profits, income, gains atpwed;

4. The bonds shall bear a maturity date not later than 10 years
m the date of issuance, when principal and accrued interest
shallbe due and payable, subject to. pay.

(b) Contribution notes.Any mutual may issue contribution

lossesof a corporation from the date of incorporation. 3. The notes will not be the subject of a publifedhg;
(b) Conditions. Approval of the transfer of promotstock 4. Their terms are not prejudicial to policyholders, holdérs
undersub.(3) (a} mutualbonds or of prior contribution notes; and

1. Shall be granted upon request if the corporation has made 5. The mutuas articles or bylaws do not forbid their issuance.
anaddition to earned surplus in each of the 2 immediately preced (¢) prohibited transactionsNo mutual may:

ing years of at least 6% of the capital raised by the sale of sharesl If it has any outstanding obligations onitual bonds or

underthe oganization permit; and contribution notes,borrow on contribution notes from, or sell

2. May be granted upon a showing of hardship bystf@e  ,5ndsto, any other insurer without approval of the commissioner;
holderor the sharehold&s estate or legatee, if the release frorg,

escrowof the shareer a portion thereof would not, in the commis

sioner’sopinion, endanger the interests of insureds or the publ|i8an at usual market rates of interest
(5) OPTIONS TO PURCHASE STOCK. For 3 years after the o .

issuanceof the certificatef authority an option to purchase stock, _(d) RepaymentPaymenbf the principal or interest on mutual

may be issued only pursuant to a plan approved by the comnfi@ndsor contribution notes may eade in whole or in part only
sioner. afterapproval of the commissioneApproval shall bgiven if all

History: 1971 c. 2601979 c. 10.236 (5) 1989 a. 3031991 a. 316 financial requirements of the issuer to 4 insurance business
it is then doing will continue to be satisfied after payment and if
611.33 Authorized securities. (1) Stock CORPORATIONS. theinterests of its insureds and the public are not endangered. In
(a) Classes of shas. The articles of atock corporation shall the event of liquidation under c645 unpaid amounts of principal
authorizethe kinds of shares required by180.0601 (3and may andinterest on contribution notes shall be subordinated to the pay
authorizeany kind of shares permitted by $80.0601 (1)(2) and mentof principal and interest on any mutual bonds issued by the
(4), 180.0602and180.0603 or of stock rightsand options per corporationat any time.

mitted by s.180.0624 except that: (e) Other obligations. Nothing in this section prevents a
1. Until one year after the initial issuance of a certificate @hutual from borrowing money on notes which are its general

authority,the corporation maigsue no shares and no other securbbligations,nor from pledging any part of its disposable assets

ties convertible into sharesxcept for a single class of commortherefor.

stockthat satisfies s180.0601 (3)and, with the approval of the History: 1971 c. 2601973 c. 1841979 c. 10%5.98, 236 (5) 1989 a. 303

2. Make any loan to another insurer except a fully secured
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611.34 Corporate repurchase of shares. No stockcorpe b. Hold the special meeting in accordance with the notice.
ration may repurchase any of its own shares within 5 years after(h) The court may fix the time and place of the meeting. The
initial issuance othe certificate of authorityexcept pursuant to court shall require thathe meeting be called and conducted in
aplan for the repurchase which has been approved by the commigordancewith the mutuals articles of incorporation and
sioner. After 5 years a stock corporation may repurchase its oWglaws,in so far as possible, except that the court may do all of the
sharesunder ss180.0631180.0640and180.1708 (2)but within  following:

10days after the end of amyonth in which it purchases more than 1 Fix the quorum required f@pecific matters to be consid

oneper cent of any class of its outstanding shares the corporaiogyat the meeting or direct that the votes represented at the meet
shallreportthe price and the names of the registered SharehC’"#ﬁ"gsconstitute a quorum for action on those matters.

from whom the shares are acquired and of any other pdrsoes 2. Enter anv other orders necessary to accomoli e
ficially interested, so far as theatterare known to the corporation.r?é the meeting y ry plisprtfpe

The corporation shall make a like report within 10 days after t ) .

endof any 3-month period in which purchases more than 2% (1M) RECORDDATE. Sectionl81.0707applies to mutuals.

of any class of its outstanding shares or within 10 days after the(2) VOTINGRIGHTs. (a) Mandatory voting rights.Policyhold

endof any 12-month period in which it purchases more than 58¢sin all mutuals have the right vote on conversion, voluntary

of any class of its outstanding shares. dissolution,amendment of the articles and the election of all direc
History: 1971 c. 2601989 a. 303 torsexcept public directors appointed undes®..53 (1) Direc

. . torsmay be divided into classes, andliat case one class shall
611.36 Number of shareholders. Sectionl80.0142applies e elected at least every 4 years for terms not exceeding 6 years.
to stock corporations for purposes of this chapter

Story- (b) Optional voting rights.The articles of any mutual may give
History: 1989 a. 303 the policyholders additional voting rights.
(3) VoTiNnG PROCEDURES. The articles obylaws shall contain

SUBCHAPTERIV rulesgoverning votingeligibility consistent with sul{2) and vot
ing procedures. No amendment to the rules mayfeetiek until
MANAGEMENT OF INSURANCE CORPORRONS atleast 30 days after it has been filed with the commissioner

(4) MEETINGSAND ELECTIONS. (@) The articles may provide
611.40 Shareholders’ meetings. (1) MEETINGS,NOTICES, for regular or special meetings of the policyholders, or elections
QUORUMSAND VOTING. Sectiond80.0701t0180.0703180.0705 in lieu of meetings.
180.0721to 180.0727and180.1708 (3japply to stock corpora  (bh) Notice of the time and place of regutaeetings or elec
tions. Each director of a stock corporation shall be elected byignsshall be given to each policyholder by printing it conspicu
plurality of the votes cast by trehares entitled to vote in the elecoysly on each policy or in such other reasonable manner as the

tion at a meeting at which a quorum is present. commissionempproves or requires.

(2) _RECORDDATE AND VOTING LISTS. Sectionsl80.0707and  (5) RepRESENTATIVEASSEMBLY. The articles may providiaat
180.0720apply to stock corporations. representativesr delegates be selected by the policyholders to
(3) VorTinG TRUST. Sectionsl80.0730and180.0731apply to  represenspecific geographical districts, otherwise to represent

stockcorporations. defined classes of policyholders, determined omeasonable
History: 1971 c. 260307, 1973 c. 1841989 a. 3031997 a. 35 basis. After therepresentative assembly has been selected by the
611.41 Communications to shareholders or policy - policyholders,the assembly may choose replacements for-mem

holders and commissioner s attendance at meetings. bersunableto complete their terms, if the articles so provide. The
(1) COPIESOF COMMUNICATIONS. The commissioner may by rule Vote of a representative shall be treated as the vote of the policy
prescribethat copies of specified classes of communications cftoldershe or she represents.
culatedgenerally by aorporation to shareholders or policyhold History: 1971 ¢. 2601979 ¢. 103.236 (5) 1997 a. 79
ers shall be communicated to the commissioner at the same tig18.43 Annual report to mutual policyholders. Every
(2) ATTENDANCE AT MEETINGS. The commissioner has thedomesticmutual shall send to each policyholdequesting it an
right to attend any shareholders’ or policyholders’ meeting.  annualreport which shall contain basic financial and operating
(3) ExcepTioN. Subsectiotf2) and,so far as it relates to cem data,information aboutmportant business and corporate devel
municationgo shareholders, sufl) do not apply to stock corpo opmentsand such other information as the corporation wishes to
rationsall of whose voting shares avened by a single person,includeor asthe commissioner by rule requires to be included in
or all of whose shareholders aiher members of the board or ar@rderto keep policyholders properly informed.
representedn it. History: 1971 c. 260

History: 1971 ¢. 2601979 ¢. 10%.236 (1) 611.51 Board of directors. (1) GENERAL. Subject tathis
611.42 Mutual policyholders’ voting rights. (1) Gen-  section, $s180.0801and 180.0802apply to stock corporations
ERAL. Subject to this section and 611.53 ss.181.0701 andss.181.0801 (1and(2) and181.0802apply to mutuals.
181.0702 181.0705 (1)to (4), 181.0722 (1)to (3), 181.0723 (2) NUMBER OF DIRECTORS. (a) General. Except under pars.
181.0724and181.0727apply to mutuals. (b) and(c), a corporation shall hawat least 5 directors if no more

(1e) CouRT-ORDEREDMEETINGS. (&) The circuit court for the than one director is an employee or representative of the cerpora
county where a mutuad’ principal ofice is located, grif the tion, and shall have at least 9 directors in other cases.
mutualdoes not have its principaffice in this state, where itsreg  (b) New corporations. During thefirst 5 years after initial
isteredoffice is located, mayafter notice and an opportunity to beissuanceof a certificate of authoritya corporation shall have at
heard,order a meeting to be held petition of a policyholder of |east5 directors.
the mutual who meets any of the following conditions: (c) Exception. The commissionemay by order reduce the

1. The policyholder is entitled to participate an annual numberof directors requiredinder this subsection, if he or she
meetingand the annual meeting has not béetd within 15 finds that it would be an unreasonable burden on the corporation
monthsafter the mutuas’ last annual meeting. to comply with therequirement and that the interests of pelicy

2. The policyholder has signed a demand for a special meabldersand shareholders can be otherwise protected.
ing that meets the requirements 0181.0702andthe mutual has  (3) INsIDE DIRECTORS. Employees and representatives of a

failed to do any of the following: corporationmay not constitute a majority of its board.
a. Give notice of the special meeting within 30 days after the (4) SUBSIDIARIES AND CLOSELY HELD CORPORATIONS. Subse€e
datethat the demand was delivered to the mutual. tions(2) (a)and(3) do not apply to an insurance subsidiary autho
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rizedunder s611.26 (1)nor to a stocknsurance corporation more boardsas explained in the note to s161 (2) (a) irchapter 260, laws of 197[Bill
than95% of whose outstanding shares entitled to votewared ;
by a single person or all of whose voting shareholders are eitget 52 Election and removal of directors and officers
membersof or are individually represented on the board. of stock corporations. (1) RESIGNATION AND REMOVAL OF

(5) CuLassIFICATION OFDIRECTORS. If directors are divided into orricERs. Sectionsl80.0843and180.0844applyto stock corpe
classedyy the articles or the bylaws, no class may contain fewettions.
than3 members. Subject thereto]80.0806applies to stock cer  (2) ELecTion. At each annual meeting of shareholders, the
porations. shareholdershall elect directors to hold fafe until the next

(6) UNLAwFUL DELEGATION. The board shall manage the busisucceedinginnual election except as provided in £8bor under
ness and &irs ofthe corporation and may not delegate its powes. 180.0806 Each director shall hokffice for the term for which

or responsibility to do so, except to the extent authorized by b€.0r she is elected and until his or her successor is elentéd
180.0841181.0841611.56and611.67 qualifiedif qualification is required. Sectidt80.0804applies to

(7) QuUORUM AND VOTING. Section180.0824applies to the astock corporation. .
boardof a stock corporation andE31.0824applies to the board __(3) RESIGNATION AND REMOVAL OF DIRECTORS. Sections
of a mutual except as modified by6d.1.60 180.0807to 180.0810apply to stock corporations.

(8) PLACE AND NOTICE OF DIRECTORS' MEETINGS. Sections History: 1971 ¢. 2601973 c. 1841979 ¢. 1021989 a. 303
180.0820 180.0822and 180.0823apply to stock corporations. 611.53 Selection and removal of directors and officers
Sectionsl81.0820181.0822and181.0823apply to mutuals. of mutuals. (1) PuBLIC SELECTIONOF DIRECTORS. The articles

(9) Books AND RECORDS. (a) Stock corporations.Sections of a mutual may provide that any numioéthe directors shall be
180.1601to 180.1620apply to stock corporations. public directors chosennder a plan proposed by the corporation

(am)Mutuals. 1. Each mutual shall keep correct and comple@ddapproved byhe commissionerThe plan shall be designed to
booksand records of account and shall also keep minutes of #RSUrérue public representation on the board. The persons to be
proceeding®f its policyholdersboard of directors and commit nominatedas directors shall be persons whose insurance business

tees having any authority of the board of directors. Each mutQhl9eneralexperience qualifies them to serve responsibly and
shall keep aits principal ofice or at the dfce of its secretary a 'mpartially. ,

recordgiving the nameand addresses of policyholders entitled (2) ELECTION OF DIRECTORS. Directors not tde chosen under

to vote, or records showing where such information can beP-(1) shall be elected by the policyholders.

obtained. (3) RESIGNATION, VACANCIES AND REMOVAL OF DIRECTORS.

2. Except for the records of the names addresses of peli Subjectto subs(1) and(2), ss.181.0807and181.0811apply to
cyholdersentitled to vote, all relevant books and records of Mutual. A director may be removed fronfiaé for cause by an
mutualmay beinspected by any policyholder or the policyhold® irmative vote of anajority of the full board at a meeting of the
er's agent or attorney for any proper purpose at any reasonaifgrdcalled for that purpose.
time. Inspection of the records of the names and addresses-of poli(4) RESIGNATION, VACANCIES AND REMOVAL OF OFFICERS. See
cyholdersof mutuals entitled to vote shall be permitted only foions181.0843and181.0844apply to a mutual.
the purpose of communicating withther policyholders with ~ History: 1971 c. 2601997 a. 79
regardto the nomination and electiarfi candidates for the boardg11 54 Supervision of management changes.
or other corporate matters which may be submitted to a vae of (1) ReporToF SeLECTION. () General. The name of any person
policyholders. No person maydirectly or indirectly use any selectechs a director or principalfater of a corporation, together
informationso obtained for any other purpose. with such pertinent biographical anther data as the commis

3. In any pending action or proceeding, or upon petition,sfoner requires by rule, shall be reported to the commissioner
courtof record in this state maypon notice fixed by the court, immediatelyafter the selection.
hearingand a showing of proper cause, and upon suitable termsh) New corporations.For5 years after the initial issuance of
orderany books and records of account, minutes and reobrds; certificate of authority to a corporation, the commissioner may
policyholdersof amutual and any other pertinent documents iithin 30 days after receipt of a report under. f@rdisapprove
the mutuals possession, or transcripts from or duly authenticatgdy personselected who fails to satisfy the commissioner that the
copiesthereof, to be brought within this state and kept at sup@rsonis trustworthy and has the competence, experience and
placeand for such time and for such purposes as may be-desigedomfrom conflict of interest necessary to disgfeahis or her
natedin the order A mutual failing to comply with an order underresponsibilities.
this subdivision is subjedb involuntary dissolution under this  (2) ReporToF REMOVAL. Whenever a director or principal
chapterand all of its directors andfafers may be punishefdr  officer of a corporation isremoved under s180.0843 (2)
contemptof court for disobedience of the order 181.0843(2) or 611.53 (3) the removal shall be reported to the

(b) Form of books,ecoids or minutes.Any books, records or commissioneimmediately together with a statement of tha
minutesmay be in written fornor in any other form capable of sonsfor the removal.
beingconverted into written form within a reasonable time. (3) ReMoVAL BY coMMISSIONER. If the commissioner finds,

(c) Recods of policyholders entitled to votény provision aftera hearing, that a director offiekr has a conflict ointerest,
of this chapter or of any articles or bylaws of a mutudlich is incompetent, untrustworthy or has wilfully violated (JB_ﬁOto
requires the keeping of records concerning the names afd6 a rule promulgated under 801.41 (3)or an order issued
addressesf policyholders entitled to vote shall be deemed to B#nders.601.41 (4)and that the conflict of interest, incompetence
compliedwith by the keeping cd record of the names of policy Or the violation endangers the interests of insureds or of the public,
holdersand the names and addresses of insureds or persons pd§iigcommissioner mayorder that the director or fafer be
premiums. Any such provision which requires the mailing ofemoved.
sendingof noticesreports, proposals, ballots or other materials toHistory: 1971 c. 2601979 c. 89102 1989 a. 3031997 a. 79
policyholdersshall bedeemed to be complied with if mailingg11 55 Continuity of management in emergencies.
thereofis made to the insured or the person paying premiums @) pyrpose. The legislature declares it to be desirable for the
the policy for delivery to the policyholder generalwelfare andin particular for the welfare of insurance
19';55;03’63%%?3%;?%%?75 ‘31-6%%179;9395718255-99' 236 (5)1983 2. 3255, peneficiaries policyholders, claimants and others that the -busi

: ’ : 75-Th Jnessof domestic insurance corporations be continued even in a

Legislative Council Note to (2) (a),1975: This amendment accommodates th ! iy h 8 -
needsof small corporations while continuing to satisfy the purposes for haviyg larnationalemegency The specific purpose of this section is to
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facilitate the continued operation of such corporations if a natiorthle resolution or in the articles or bylaws, except action in respect
emergencyis caused by an attack on the United States a byo:
nuclear,atomic or other disaster which makes it impossdle (a) Compensation or indemnification of any person who is a
impracticablefor a corporation to conduct itsusiness in strict director,principal oficer or one of th& most highly paid empley
accordwith applicable provisions of lauts articles, bylaws or its ees, and any benefits or payments requiring shareholder or-policy
charter. holderapproval;

(2) EMERGENCYBYLAWS. Theboard of any corporation may  (b) Approval of any contract required to be approved by the
atany time adopt emgency bylaws, subject to repeal or changBoard under s611.600r 611.61, or of any other transaction in

by action of those having power to adopt regular bylaws, whigfhich a director has a material interest adverse to the corporation;
shall be operative during such a natioeahegency and which (c) Amendment of the articles or bylaws:

may, notwithstanding any diérent provisionsof the regular

bylaws,or of the applicable statutes or of the corporagiarticles ys 6(C11)1 %’e'ggf:vuerlg%ﬁétz%rﬁl%go?; étfld; gf/cor;gﬂ,?aer; lé?sder
or charter make any provision that m&e reasonably necessary_ "~ . o

for operation during the emgency. sgllut%n under s611.74or transfer of business or assets under s.

6
(3) EMERGENCYAUTHORIZATIONS. If the board of a corporation ( . . .
; g e) Any other decision requiringhareholder or policyholder
hasnot adopted emgencybylaws, the following provisions shall approval;

becomeeffective upon the occurrence of a national eyaecy:
P guacy () Amendment or repeal of any action previously taken by the

(a) Three directors shall constitute a quorum for the transacti : - : .
of business at all meetings of the board. Egabggrrndmiqltgg'by its terms is not subject to amendment or repeal

" (b) Any vac(:janc;tcm th(tahboarhdlmayﬂk])e filled by a majority of ™y pividends or other distributions to shareholders or policy
ergmalncljng tlrec ors, though less than a quorum, orslj@ |, ders other than in the routine implementation of policy deter
ren(la)lnllfnt% rector ing directors. but at leastiiers of minationsof the full board;
c ere areé no surviving directors, but at leas 0 h) Selection of principal fiters; and
the corporation survive, the 3fafers with the longest term o&r (')) Filling of vaca%ciespon the board or any committee created
vice shall be the directors and shall possess all of the powers of th ersub.(1) except that the articles or bylaws may provide for

previous board and such powers as are granted herein or by Sl{Eégmporaryappointments to fill vacancies on the board or any-com

quently enactedegislation. By majority vote such emgency . -
boardmay elecbther directors. If there are not at least 3 survivir@(;gfgr’rt]git?ﬁgomtmems to last no longer than the end of the next

officers, the commissioner shall appointp&rsons as directors 2 Su The full board . it
who shallpossess all of the powers of the previous board and su?ffh) N BSdEQUfr';'TREV'EVtV‘ q etu i oarb gr ahmleluor co.?m'” ee
powersas are granted hereim by subsequently enacted legisla®! € board authorized to do soder sub(2) shall specifically

tion, and these persons by majonityte may elect other directors reviewany transaction in which anfiser has a material financial

: . ~"interestadverse to the corporation, at the next meeting following
(4) SuccessionLIsT. At any time the board of a corporatlon‘,%{]:tion by any ordinary committee.

may, by resolution, provide that in the event of such a nation - .
emergencyand in the event of the death or incapacity of specified. (5) QUORUMAND VOTING. SectionL80.0824applies to a com

officers of the corporation, suchfafers shall be succeeded by thdnitteeof theboard of a stock corporation, except references to a

personsnamed or described insaccession list adopted by thecommittee“created under 4.80.0825 shall be read as a commit

board. The list may be on the basis of named persons or posit/§f ‘l‘created under thi? iecgon"-d S?Ctim53-08|213nd18150824f
titles, shall establish the order of priority and may prescribe tR&PIY 10 z“ibcomdrplttﬁel)l l:t) e ogr of a mutual, except that refer
conditionsunder which the powers of thefioé shall be exercised. egieosg)z farhalismaeanearrizoarf g?mrgﬁi%berpag‘rﬁgarlg S

(5) HomE oFFICE. At any time the board of a corporation ma 6inte4(§t<))sserve on the (J:orln)r/nittee and "m;'orit "in s
by resolution, provide that in the event of such a national-em p g ! jority '

o : 1.0824(2) shall mean a majority of the members of bioard

gencythe home dice or principal place of business shall be at ppointedo serve on the committee who are present at the meet
locationnamed or describdd the resolution. The resolution may:

provide for alternate locations arektablish an order of prefer mgi'smry_ 1071 c. 2601973 c. 311979 ¢. 1021989 a. 3031997 a. 79
ence. ’ ' ’ ' ’ ’
History: 1971 c. 260 611.57 Interlocking directorates and other relation -
. . ships. No person may simultaneously delirector or dfcer in
611.56 Committees of directors. (1) APPOINTMENT. Ifthe  one insurance corporation and a directofficer, employee or
articlesor bylaws of aorporation so provide, the board by resoluagentfor anotheiinsurer if the déct is to lessen competition sub

tion adopted by a majority of the full board may designateannesiantiallyor if the 2 insurers have materially adverse interests.
morecommittees, each consisting of 3 or more directors servingyisiory: 1971 ¢. 2601973 c. 128

atthe pleasure of the board. The board may designate one or maore ) i ) i

directorsas alternate members of any committee to substitute f}1-60 Transactions in which directors and others are

any absent member at any meeting ofdbemittee. The desig Nterested. (1) VOIDABLE TRANSACTIONS. Any material trans
nation of a committee and delegation of authority to it shall ng}ctlon between an insurance corporation and one or more of its

relievethe board or any director of any responsibility imposed jrectorsor oficers, or betweean insurance corporation and any
law. therperson in which one or more of its directors dicefs or any

(2) DELEGATION; MAJOR COMMITTEES. When the board isot personcontrolling thecorporation has a material interest, is void

in session, a committee satisfying all of the requirementthéor 2P1€PY the corporation unless: o

compositionof a board under §11.51 (2)to(4) may exercise any (a) The transaction at the time it is entered into is reasonable

of the powers of the board in the management of the busindssand fair to the interests of the corporation; and

affairs of the corporation, including action under 8%1.60and (b) The transaction has, with full knowledge of its terms and

611.61 to the extent authorized in the resolution or inghieles  of the interests involved, been approveddvance by the board

or bylaws; except that any such committee may be compose®bby the shareholders; and

7 or more directors if the corporation has 9 or more directors.  (c) The transaction has been reported to the commissioner
(3) DELEGATION; ORDINARY COMMITTEES. When the boarts immediatelyafter such approval.

notin session, a committee not satisfying the requiremersishof (2) QuoruMm AND VOTING. Directors whose interest or status

(2) may exercise the powers of the board in the management ofrtieke the transaction subject to this section may be counted in

businessand afairs of the corporation to the extent authorized idetermininga quorum for a board meeting approvirtgaasaction
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undersub.(1) (b), but may not vote. Approval requires afirafa-  to any director or dicer substantially increases the financial-bur

tive vote of a majority of those present. denon the corporation shall be approved by a vote of the share
(3) RESTRICTED TRANSACTIONS. The commissioner maly holders.
rule require that for anglasses of transactions subject to glp. (3) NoTiceTo commIssIONER. Any action taken by the board

which by their nature tend to be unreasonable or unfair tmtlee  of amutual insurance corporation on any of the subjects specified
estsof the corporation the report under s(b. (c) shall be sub in sub.(1) shall be reported to the commissioner within 30 days.
mitted to the commissioner in advance of the proposttigfe (4) ANNUAL REPORTTO COMMISSIONER. The amount of all
date. Such a transaction shall not be carried out even thougirectand indirect remuneration for services, including retirement
approvedunder sub(1) (b), until the commissioner approves theandother deferred compensation benefits and stock opfiais,
transactionpr does not disapprove it for failure to comply withor accrued each year for the benefit of each director and dach of
sub.(1) (a)within 30 days after receiving the report under $iip. cerandemployee whose remuneration exceeds an amount estab
(c). lished by the commissioneand for all directors andfafers as a

(4) ExcePTEDTRANSACTIONS. This section does not apply to group shall be included in the annual report made to the cemmis
transactionsubject to $511.61, nor to transactions made betweesioner.
aninsurance corporation and its wholly owned subsidiaoy to (5) ProHIBITED CRITERIA. NO arrangement for compensation
policiesof insurance, other than reinsurance, issued ingh@al or other employmerttenefits for any directpofficer or employee
courseof business. Nothing in this section deprives any perswith decision-making power may be made if it would:
of any rights accruing under a policy of insurance writtersegl (a) Measure the compensation or other benefits in whole or in
terms, other thanreinsurance. The commissioner may by rulgartby any criteria that would create a financial inducement for

exemptother classes of transactions from the reporting requiligm or her to act contrary to the best interests of the corporation;
mentof sub.(1) (c), to the extent that the purposes of this sectiqst

CaHf? be gclr;i;elve(jz g/vitgr;(;ut igg rzggozri. (b) Have a tendency to makige corporation depend for con
istory: ¢. 2601979 c. 10.236 (21) tinuanceor soundness of operation upgantinuation in his or her
611.61 Transactions of insurers with affiliates. positionof any directorofficer or employee.

(1) ResTRICTEDTRANSACTIONS. No transaction may be entered (6) EFFECTOFREHABII_-ITATIOF\_I AND LIQUIDATION PROCEEDINGS.
into between an insurer authorized tolisiness in this state andlf an order of rehabilitation or liquidation is issued undéns.32
any affiliate unless: or 645.42 the contractual obligations of the insurer for unper
(a) The transaction at the time it is entered into is reasonatEnedservices of any directoprincipal oficer or person irfact
and fair to the interests of the insurer: performingsimilar functions or having similar powers is there

uponterminated.
(b) The books, accounts aretords of each party to the rans ;. 1971 c. 2601973 c. 1281979 c. 103,236 (13) (20); 1989 a. 3031997
actionare kept in a manner that clearly and accuratelgloses a. 79

the nature and details of the transaction and in accordance wj .
.66 Exclusive agency contracts. (1) GENERAL.

xceptunder sub(2), no corporation may enter into any contract
wherebyany person is granted obtains directly or indirectly the
toth S : diately if the i isad i exclusiveright or privilege of soliciting, producing or receiving

0 the commissioner Immediately It the Insurer IS a domestiC Cf tee or commission on all or substantially all of the insurance

poration. . . . businessof the corporation or on all or substantially all of the
(2) VoiasiLITy. Transactions entered into by domestic-cofingyrancebusiness of the corporation in this state.

pﬂattiohsig;fnggfgg sullggl) are voidable by the corporation. 5y gggipiariEs. Subsectiorfl) doesnotapply to contracts
story: < © in which acorporation is the exclusive agent of its insurance sub

611.62 Directors’ and officers’ liability and  indemnifi -  Sidiary authorized under $11.26 (1)or in which the subsidiary

cation. (1) LiaBILITY.  Sections 180.0826 to 180.0828 is the exclusive agent of the corporation.

180.0832 and 180.0833 apply to stock corporations and ss. History: 1971 c. 260

1|81.0850to 181.0855 except s181.0855 (2) (G)apply to muty 611,67 Management contract services. (1) In this see

als. tion:

(2) INDEMNIFICATION.  Sections 180.0850 to 180.0856 (a) “Health maintenance ganization” has the meaning given
180.0858 and 180.0859 apply to stock corporations and ssunders.609.01 (2)

181.0871to 181.0881and 181.0889apply to mutuals but no ) «| imjted service health ganization” has the meaning
indemnificationmay be made untét least 30 days after notice t0yien under s609.01 A3)
the commissioner containing full details about the proposec? (c) “Management authority” means the authority to exercise

indemnification. ) ) any management control of the corporation or of its underwriting,
(3) INsURANCE. Section180.0857applies to stock corpora |oss adjustment, investment, general servicing pooduction

tionsand s181.0883applies to mutuals. function or other major corporate function.

(4)_DERNVATIVE ACTIONS. Sectionsl80.0740to 180.0747and (d) “Preferred provider plan” has the meaning given under s.
180.1708(3m) apply to stockcorporations and s481.0740to  gog.01 4)

generallyaccepted accounting principles permits ascertainm
of chages relating to the transaction; and

(c) If the transaction is a reinsurance transactionrépsrted

1?}'?”1%%”55 %17%3?3!& 1281676 c. 1071957 a. 191686 &, 051097 (2) Exceptas provided in sul{3), a corporation may not be
ave oW ¢. 260807, 1973 c. 12B1979 c. 1071987 a. 131989 a. 3031 a party to a contract which has théeef of delegating manage

ment authority to a person to the substantial exclusion of the

611.63 Executive compensation. (1) GENERAL POWER. board.
Subject to this section, s480.0302 (1), (12) and (16) and (3) An insurer that dérs ahealth maintenance ganization,
180.0811apply to stock corporations andl§1.0302(11) to(14) limited service health ganization or preferred provider plan may
appliesto mutuals. delegatemanagement authority with regard to the health mainte

(2) APPROVALOFBOARDACTION BY SHAREHOLDERS. Any bene  nanceorganization, limited service healthgamization or pre
fits or payments to any director offioEr on account of services ferredprovider plan to a person other than dicef, director or
renderedto a stock corporation more than 90 days before teenployeeof the insurer ithe person exercises the management
agreemenbr decision to give the benefit orake the payment, authorityaccording to the terms of a written contract between the
andany newpension plan, profit—-sharing plan, stock option plaimsurerand the person and if the contricfiled with the commis
or any amendment to an existiptan which so far as it pertainssionerand not disapproved by the commissioner under(gdib.
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(4) (@) The commissionemay disapprove a contract under (a) All shares in exchange for which shares of the acquiring
sub.(3) within a 30—day period after the datifiling or within a  corporationare issued shall become the propeftthe acquiring
reasonablextension period following the 30—day period if theorporation, whether or not anycertificates representing the
extensionperiod is specified by notice the health care plan shareshave been surrendered for exchange;
within the 30-day period. (am) If the articles of incorporation or bylaws of the acquired

(b) Thecommissioner may disapprove a contract under sufprporation require shares tbde issued with certificates, the
(3) only if thecommissioner makes one of the findings specifiegicquiringcorporation shall be entitled to have new certificates for

in s.618.22 ) the shares under pgm) registered in its name as the holder;
History: 1985 a.29 (b) The acquiring corporation shall do all of the following:
611.69 Dividends and other distributions. (1) Dis- 1. Causecertificates for its shares to be issued and delivered

TRIBUTIONS. Subject to the requirements of €17.22 and to the holders of shares who have already accepted, and thereafter
617.225 a stock corporation may make distributions under ssnmediatelyupon acceptance to thosto accept or are deemed

180.0623180.0640and180.1708 (2) to have accepted.
(2) UNCLAIMED DIVIDENDS AND DISTRIBUTIONS. Chapterl77 2. If the shares are issued without certificates, cause irforma
appliesto stock corporations. tion statements that comply with’30.0626 (2}o be issue@dnd
History: 1971 c. 2601989 a. 303 deliveredto the persons described in subd.
3. Promptly make the cash payments provided in @){e)
SUBCHAPTERV or (5) (b) and
(c) The acquiring corporation arcorporate fiduciary desig
CORPORAE REORGANIZATION natedby it and acceptable to the commissioserll hold in trust,
for delivery or payment to the persons entitled thereto but not at
611.71 Acquisition of all of the shares or of a class of once located, the certificates or information statements for its

shares of an insurance corporation. (1) ExcHance oF Sharesand cash payable under s(@). (e)or (5) (b)
SHARESPERMITTED. A domestic stock insurance corporation may (7) OTHEREXCHANGE OFFERS. This section does not prevent a
acquire,in the manner provided His section, in exchange for personfrom making an dér to purchase the shares of an insur
its shares, all the shares, or all the shares of any class, of any atheecorporation conditioned upacceptance by holders of less
domesticstockinsurance corporation, provided no law is violatethan 90% of the shares to which thdesfrelates. Such anfef
by the acquisition. may be joined as an alternatdesfwith an ofer made under this
(2) OfFrer. The acquiring corporation shall submit by disiss section;bqt the allcquiring. corporatiqn shall have the right to avalil
mail to all holders of the shares to be acquisedritten ofer itself of this section only if the requirements of su{i§ 1o (6) are
which shall: satisfied.
(a) Specify the shares to which théeofrelates; (8) ACQUISITION OF A SMALL MINORITY OF SHARES. If at least
(b) Prescribethe terms and conditions of the proposed000f any class of shares of any domestack insurance corpo

exchangeincluding the method of acceptance and the manner'gfionare held by any other domestic insurance corporation or its
exchanginghe shares: nominee the owning corporation mayoceed under sub&) and

(c) Provide such information respectibgth corporations as (5), even if the der is accepted by less thire required number

et h ) of shareholders.
the commissioner prescribes by rule; _ History: 1971 c. 2601973 c. 1841989 a. 303
(d) Contain astatement summarizing the rights of the share o
holdersunder sub(5) (b);, and 611.72 Merger or other acquisition of control of a stock

(e) Provide for the payment of cash or scrip in lieura§ insurance corporation. (1) GENERAL. Subjecto this section,
issuanceof fractional shares of the acquiring corporation. ~ $S-180.1101 180.1103to 180.1107 180.1706 180.1707and

(3) Copy OF OFFER. One copy of the 6ér shall be filed with 180-1708(5) apply to the meger of a domestic stock insurance
the commissioner immediately corporationor its parent insurance holding corporation, except

(4) AccepTance. The exchange shall be consummated i1fhatpapers required by thosections to be filed with the depart

within 120 days after the date of the mailing, tHerds accepted rh.ent.of financial institutions shall instead be filed with theam
by the holders of not less than 90% of the sharesoffi class to m's(g')olirl;ROVAL REQUIRED. No proposed plan of mger under
which it relates. In ascertaining whagércentage have accepted, : Lo
sharesmay not be counted if at the datenudiling of the dfer they §.180.1101180.11040r 180.1107or other plan for acquisition of

werealready held hyor by a nominee fotthe acquiring corpora CONtrol may be submitted to the shareholders of any domestic
tion or any afiliate. stockinsurance corporation or its parent insurance holdimgo

(5) IMPLEMENTATION. If there is acceptance satisfying s ration participating in the transactioor executed unless it has
the acquiring corporation shall, within 60 days: beenapproved by the commissioner

(a) Execute and file with the commissiorecertificate setting __(3) GROUNDS FOR DISAPPROVAL. The commissioner shall
forth the acceptances:; and approvethe plan if the commissionénds, after a hearing, unless

. . . . . . a hearing is notequired under sul§3m), that it would not violate
(b) Give written notice of the safisfactiof the requirement, o ;au or be contrary to the interests of the insureds opartic
by registered or certified mail return receipt requested, to e

. ingdomestic corporation or of thei¥¢onsin insureds of any
holderof shares to which thefef relates who has not yet accepte articipating nondomestic corporation and that:

theoffer. The notice, the form of which must be approved by the . .
commissionershall include, or be accompanied bystatement (a) After the change of control, the domestic stock insurance

thatsuch shareholders may dissent from therdfy notification Corporationor any domestic stock insurance corporatom

to the oferor within 120days after the date of the mailing and b&olled by the insurance holding corporation would be able to sat
paidthe fairvalue of their shares as determined undek@1325 ISfy therequirements for the issuance of a license to write the line
and180.1328t0180.1331 and that failure so to notify thefefor  Or linés of insurance for which it is presently licensed;

shall be deemed acceptance of théeof For purposes of s.  (b) The efect of the meger or other acquisition of control
180.1325 notification to the déror in accordance with this para would not be to create a monopoly or substantially to lessan

graphconstitutes a demand for payment undéi86.1323 petitionin insurance in this state;
(6) ISSUANCE OF CERTIFICATES OR INFORMATION STATEMENTS. (c) The financial condition of any acquiring party is not likely
Uponthe filing of the certificate under suts) (a) to jeopardize the financial stability of the domestic stodur
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ancecorporation or its parent insurance holding corporation, or (d) Abandonment of mger. After approval under pa(c) and
prejudicethe interests of its Wconsin policyholders; prior to the filing of the articles of mger,the meger may be aban
(d) The plans or proposals which the acquiring party has-to |fépnedpursuant to the provisions for abandonment, if aayforth
uidate the domestic stock insurance corporation or its pardftthe plan of meger.
insuranceholding corporation, sell its assets, geit with any (2) AUTHORIZATION, DOMESTIC AND FOREIGN CORPORATIONS.
personor make any other material change irbitsiness or corpo (@) In general. Any 2 or more domestic and foreign mutuals may
ratestructure or management, are fair and reasonable to poligiergeif the meger is permitted byhe laws of the state in which
holdersof the domestic stock insurance corporation or in the puthe foreign mutualsare oganized. Each domestic mutual shall
lic interest; and comply with the provisions of this section witlespect to the

(e) The competence and integrifthose persons who would mergerof domestic corporations and edcieign mutual shall
controlthe operation of the domestic stock insurance corporatiG@MPly with the applicable provisions of the laws of the state
or its parent insurance holding corporatime such that it would Underwhich it is oganized.
bein the interest of the policyholders of the corporation and of the (b) Effect of meger. The efect of a meger under this subsec
public to permit the meyer or acquisition of control. tion is the same as in tloase of the mger of domestic mutuals,

(3m) HEARING NOTREQUIRED. A hearing is not required underif the surviving mutual is to be governed by the laws of this state.
sub.(3) before approval of a proposed plan of geerr other plan ! the surviving mutual is to bgoverned by the laws of a state
for acquisition of control if the proposed rger is with, or the pro  Otherthan this state, thefett of the meger is the same as in the
posedacquirer is, an ffiate of the insurer and the proposecfaseof the meger of domestic mutuakxcept as provided by the
mergeror other acquisition of control does not change the centrtWs Of that other state.
ling person of the insurer (3) APPROVALBY THE COMMISSIONER. The plan of meer shall

(4) PLANS OF EXCHANGE. Any domesticstock insurance cor Pesubmitted tdhe commissioner for his or her approval after any
poration may adopt a plan of exchange of all the outstandif§cessanaction by théoards and before any necessary action by
sharesof its shareholders under which another stock insuranét policyholders. The commissioner shajpprove the plan
corporation,which acquiresghe shares, shall as consideratio§nlesshe or she finds, after a hearing, ttf& proposed meger
transferits own shares or other securities issued by jtay cash would be contrary to the law or to the interestshaf insureds of
or other consideration, gray or provide any combination of the@Ny participating domestic corporation or theésdénsininsureds
foregoingtypes of consideration. The procedure for the adopti@h any participating nondomestic corporation.
andapproval of a plan of exchange and the rights of shareholderg4) VOTING BY POLICYHOLDERS. The commissioner may order

of the participating corporations shall be the same as forgemerthatthe plan submitted to himr her under sul{3) be amended
undersubs.(2) and(3). to provide for voting by policyholders of any mutual involved.

History: 1971 c. 2601973 c. 1841979 c.94 1989 a. 3031995 a. 271999 a. 7Héstoryi 1971 c. 2601973 c. 1841979 c. 103s.105 236 (20) 1995 a. 271997
30 a. ).

611.73 Merger of mutuals. (1) AUTHORIzATION, DomesTic 611.74 Voluntary dissolution of domestic insurance
CORPORATIONS. (a) In general. Any 2 or more domestic mutualscorporations. (1) PLAN OFDISSOLUTION. At least 60 days prior
may mege undethe procedures of this section and 581.1105 t0 the submission to shareholders or policyholders of any pro
and181.1106 except that papers required by those sections topsedvoluntarydissolution of an insurance corporation under s.

filed with the department of financial institutions shall instead 80.14020r 181.1401the plan shall be filed with the comris
filed with the commissioner sioner. The commissioner may require the submission of-addi

(b) Plan of meger andboard resolution. The board of direc tional information to establish the financial condition of the-cor

tors of each mutual shall, by resolution adopted by each s ?]rationor other facts relevant to the proposed dissolution. If the
board,approve a plan of rr{gaer that includes all of the following: shareholdersr policyholders adopt the resolution to dissolve, the

h fth | . dth commissioneshall, within 30 days after the adoption of the reso
1. The names of the mutuals proposing toge@nd the name | sion, begin to examine the corporation. The commissioner shall
of the surviving mutual into which they propose to geer

v approvethe dissolution unless, aftehaaring, the commissioner
2. The terms and conditions of the proposedyerer finds that it is insolvent or may become insolvent in the process
3. The respective interests and rights of the members of thfedissolution. Subject to ch800to 645, upon approval, the cor
mergingmutuals in the surviving mutual. poration may dissolve under s480.1402to 180.1408 and

4. Any change in the articled incorporation of the surviving 180.1706 or ss.181.1401to 181.1407 except that papers
mutualto be efected by the meer. requiredby those sections to be filed with the department of finan

5. Other provisions with respect to the proposedyerehat cial institutions shall instead be filed with the commissioner
areconsidered necessary and desirable Upon disapprovalthe commissioner shall petition the court for

liquidation or for rehabilitation under cl645.
(c) Approval of meger. A plan of meger may be adopted only > h
in the following manner: (2) CONVERSIONTO INVOLUNTARY LIQUIDATION. The corpora

: . . . tion may at any timeluring the liquidation under s80.1402to
1. If the articles of incorporation or bylaws of a gieD 130 14080r under ss181.1401t0 181.1407apply to the commis
mutualgive members the right to vote on the gegrthe boardf  gjgnerto have the liquidation continued under the commissiener

directors of the mutuahall adopt a resolution approving the-prog seryisionthereupon the commissioner shall apply tocbert
posed plan and directing that it be submitted to a votenateding o, liquidation under s645.41 (10)

of members, which may be either an annual or a speeieting.
Written notice setting forth the proposed plan or summary of the
planshall be given to each member entitled to vote at the meet
within the time and in the manner provided in this chapter for t
giving of notice of meetings of members. The proposed plan s

be adopted by at least two-thirds of the votes entitled to be cas
the members present or represented by proxy at the meeting.

2. If the articles of incorporation or bylawsd any meging

(3) REVOCATION OF VOLUNTARY DISSOLUTION. If the corpora
revokes the voluntary dissolution proceedings under ss.
.1404and180.17060r under s181.1404 a copy of the articles
revocation of dissolutiorprepared under s180.1404 or
.1404shall be filed with the commissioner

(4) DISTRIBUTION OF ASSETSOF A MUTUAL. No distribution

may be made to policyholders in excess of the amounts to which

they are entitled under $45.72 (4) Any excess over such

mutualdo not give the members the right to vote on thegeter o nisshall be paid into thetate treasury to the credit of the
a plan of meger shall be adopted at a meeting of the badrd commonschool fund.

dlrgctorsof each mutual by at least a majority of the directors Niistory: 1971 c. 2601973 c. 1841977 c. 2031979 c. 1021979 ¢. 10%. 16,
office. 1989 a. 3031991 a. 321995 a. 271997 a. 79
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611.75 Conversion of a domestic stock corporation (b) Conversion ofelated insuers. No domestic mutual that
into a mutual. A domestic stock corporation may be converted affiliated with other mutuals may be converted into a stock cor
into a domestic mutual as follows: poration,unless all such filiated mutuals are also converted at

(1) AcTionBY BoARD. The board shall adopt a plan of converthe same time, or the commissioner finds that the interests of the
sion. Thereafter no additional shares of capital stock shall belicyholders of the remaining mutuals cangeemanentiypro-
issuedexcept that stock options to purchase capital stock miggtedby limitationson the corporate powers of the new stock cor
continue to be issued under existing contracts and outstanddegationor on its authority to do business, or otherwise.
optionsmay continue to be exercisadtil the conversionis exe  (c) Conversion and mger. A domestic mutual may adopt a
cutedunder sub(6). planof acquisition or meer as part of a plan of conversion under

(2) PLAaN OF convERsION. (a) The plan of conversion shallthis section. The commissioner shall approve the plan of aequisi
providefor the purchase by the corporation oftdlits outstanding tion or meger as part of the plan of conversion unless grounds for
capitalstock, at a price either specified in the platodoe deter disapprovalexist under s611.72 (3)
minedunder a formula specified in the plan, for cash, specified (2) ResoLuTionBY THEBOARD. The board shall pass a resolu
debtsecurities to be issued by the corporation, or bothhdMlers tion to the diect that such conversion is in the best interests of the
of capital stock of the same class shall have the same rights upggieyholders. The resolutiorshall specify the reasons for and the
the plan. Shareholders may be given an election to take all oharposes of the proposed conversion, andrtaenetin which the
portion of the price in the specified debt securities. Debt securit&snversionis expected to benefit policyholders.
may be of any class authorized for mutual corporations under s.(3) |NvESTIGATION BY COMMISSIONER. (@) Application. The
611.33(2). board shall file with the commissioner the resolution and any

(b) The plan shall provida fair procedure subject to the comadditional documents and information he or she reasonably
missioner’ssupervision to value contractual obligations of theequires,whereupon the commissioner shall order examination
corporation,such as those relating to stock options, that must hedappraisal of the corporation, unless he or she finds that:
terminatedon thedate of conversion and are compensable under 1. The resolution is defective upon its face; or

sub.(6) (b). 2. The reason for or the purposes of the proposed conversion

(3) APPROVALREQUIREMENT. NO conversion may befiected o6 contraryto law or to the interests of the policyholders or the
unlessthe plan of conversion is approved by the commlssmn%bnc

The corporation shall file witlthe plan so much of the information

unders.611.13 (2)for the new mutual as the commissioner reg_ () Examination. The commissioner shall cause to be nee
sonablyrequires. examinationof the company under $01.43to determine its

(4) CONDITION FOR APPROVAL. The commissioner shall financial condition and whether it is operated in accordanitie

approvethe conversion unless he or she finds, after a hearing, T . . ) .
(a) The conversion would violate the law; or (c) Appraisal. The commissioner shaippoint an appraisal
. ' . Eﬁmmlttee,consstlng of at leag qualified and disinterested per
(b) Its terms are not fair to the shareholders or the policyholghngyith differing kinds of training, to determine the value of the

ers,or . ) corporationas of the date of the resolution in s(®).or, if sub.
(c) The resulting mutual would not meet the requirements fpfm) applies,as of the date of conversion. Members of the-com
acertificate of authority under 611.20 mittee shall receive reasonabtempensation and shall be reim

(5) ApPrROVAL BY SHAREHOLDERS. After the commissioner bursedfor reasonablexpenses in dischging their duties. They
approveghe plan of conversion, it shall be submitted to the shaifay, as reasonably necessagynploy consultant® advise them
holdersfor approval by the &fmative vote of a majority of each on technical problems of the appraisal. The appraisal committee
classof shares entitled to vote. Only shareholders of recotten shall consider the assets and liabilities of the corporation, adjust
dateof the adoption under sufl) may vote. ing liabilities to take account of themounts of any reserves in

(6) ConversioN. (a) Continuation of corporation. If the excessf or below realistic estimates, the value of the marketing
shareholderspprove the plan of conversion under &b, the organizationthe value ofjoodwill, the going—concern value and
commissionershall issue a new certificate of autharityfthe anyother factor having an influence on the value of the cofpora
issuanceof the certificate is the act of conversion, the corporatidgion, including, inthe case of a mutual life insurance compémgy
at once becomes a mutual and is no longer a stock corporatiestimatecamountneeded to continue to maintain dividend scales
Themutual shall be deemed to have begaoized at the time the on policies under $32.62 (4) (bjt the same level after conver
convertedstock corporation was ganized. The board shall sionas before conversion.
thereuporimplement the plan of conversion. (d) Presumption.In a proceedingnder this section, any report

(b) Termination of contract rightsAny contractual obligation adoptedoy an appraisal committee under.jgay or examination
inconsistenwith the nature of a mutual, including any obligatiomeportconcerning the domestic mutwalits afiliate is admissible
to issue or to redeem stock options, shall terminate upon the asévidence and the facts asserted in the reports are presumed to
of conversion under pafa), without compensation unless thepetrue.
obligationwas legally binding before April 30, 1972. (4) PLAN OF CONVERSION. The board may adopt a plan of eon

(7) ExpensEs. The corporation may not pay compensation afersion,which, unless sut§4m) applies, shall specify:
any kind to any person other than regular salaries to existing per ) The number of shares proposed to be authorized for the new
sonnel,in connection with the proposed conversiather than for ~siockcorporation, their par value and the pricevhich they will
clericaland mailing expenses, except that with the commissioe offered topolicyholders, which price may not exceed one—half
er'sapproval payment may be made at reasonable rates for pigitihe median equitable share of all policyholders undei(ipgar

ing costs and for legal and other professional fees for services(b) Th . .
Lo : at each person who has been a policyholder and has paid
actuallyrendered. All expenses the conversion, including the iu ithin 5 years prior to the resolution under @b shall

expenses incurred by the commissioner and the prorated salﬁfgg - . o
: ' : eentitled without additional payment to so much comstock
of any insurance &te staf members involved, shall be borne b of the new stock corporation as his or her equitablere of the

the corporation being converted. valueof the convertin - h . .
Story- g corporation will purchase; that the equita
Histary: 1971 c. 2601379 c. 102.236 (3) ble share shall be determined by the ratio whiehnet premium
611.76 Conversion of a domestic mutual into a stock (grosspremium less return premium and dividends paid) he or she
corporation. (1) CoNVvERSIONPERMITTED. (&) General. Except haspaid to the corporation during the 5 years immediately preced
underpar (b), a domestic mutual may be converteith a domes ing the resolution under suf?) bears to the total net premiums
tic stock corporation under sul§) to (11). receivedby the corporation during the same period; iuad} if the
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equitableshare is stitient only for the purchase of a fractioh dendspaid to policyholders; that each policyholdeequitable

a share of stock, the policyholder shall have the option eitherdbaremay be distributeih any form including securities of the

receivethe value of the fractional share in cash or to purchaséaureror another person, debt instruments, proparigash; and

full share by paying the balance in cash; thatthe value of the domestic mutual will be finally determined
(bm) Notwithstanding patb), that each person who was a-polimmediatelyprior to the date of conversion and with the approval

icyholderof amutual life insurance company on the date of thef the commissioner

resolutionunder sub(2) or within 5 years prior to that date shall  (b) Any person who will, under the plan of conversion, acquire

be entitled to an equitable share based éorimula which fairly control of the domestic stock corporation and the manner in which

reflectsthe policyholdels interest in the company and the policiethis will occur.

and contracts issued by the company to the policyhpldied (c) That suficient capital will be contributed or other measures
which takesinto account premiums paid, cash surrender valuggkento remove any grounds for liquidation unde645.41 (2)
policy loans, reserves, surplus, benefits payable and other releyinis) and to reasonablgssure that those grounds will not exist
factors;and that the equitable share shall be provtddtle poli  \ithin the 5 years immediately following the date of conversion.
cyholderson a uniform basis approved by the commissioner in the (5) appy ication ForaPPROVAL. The plan of conversion shall
form of common stock, cash, increased benefits, I@eemiums  pe g bmitted to the commissioner for approval, together with:

or a combination of those forms; (a) The proposed articlemnd bylaws of the new stock corpora
(c) The procedure for stock subscriptions which shall include ~ \\hich sphaFI)I comply with sﬁlyl.lz po

awritten ofer to each such policyholder indicating his or her-indi ; : o
vidual equitable share andF;he %/erms of subscrigtion' (b) So much of the information specified ir631.13 (2)as the
’ commissionereasonably requires;

(d) That no common stock undaat (b) or (dm) may be issued (c) A projection of the planned or anticipated financial situa

to persons other than the policyholders under(bpor the corpe .. ; .
rationunder par(dm) until all subscriptions by the policyholderstion Of the new corporation for 5 years after the conversion.

and corporation, respectivelyave been filled and that thereafter (6) HEARING. (&) The commissioner shall halchearing after
anynew issue of stock for 5 yeaafter the conversion shall first receiptof a plan of conversion, notice of which shall be mailed to
be offered to the personsho have become shareholders unddpelast—known address of each person who was a policyholder of
par (b) or (dm) in proportionto their interests under pgb) or the corporation on the date of the resolution under $Bj.
(dm); togethemwith a copy of the plan of conversion or a copy of a-sum
(dm) Notwithstanding patb), whether the shares of commor{"&"Y Of the plan, if the commissioner approves the sumrmady
stockrepresenting the equitable shaoéshe policyholders of a &Y comment the commissioner considers necessary for the ade
mutuallife insurance company mayith the approvabf the corn quate_lnformatlon of pollcyholders_. If the plan of conversion is
missionerbe issued to a corporatiorganized under ci.80with  Submittedunder sub4m), the hearing shall be held not less than
the policyholders to be stockholders of the corporation arsd if 10 days nomore than 30 days after notice is mailed. Failure to

issued,thateach policyholder is entitled to his or her equitablg1ai| notice to a policyholder does not invalidate a proceeding

sharecalculated under pabm) in shares of common stock of theunderthis section if the commissioner determines the domestic

corporation; mutual hassubstantially complied with this subsection and has
(e) That ‘no policyholdemther than a policyholder of a mutuaattemptedn good faith to maihotice to all policyholders entitled

o\ . At 0 notice.
life insurance companynay receive a distribution of shares-val . .
uedin excess of the amount to which he or she is entitled ungerP) Wth regard to a mutual life insurance compahg notice,
5.645.72 (4) Any excess over that amount shall be distributed CEt;e plan or a summary of the plan, and any comments under par
shareso the state treasufgr the benefit of the common school(@) Shall also be mailed to the commissioner of every jurisdiction
fund. After 5 years thehares may be sold by the treasurer at Hig Which the mutual life insurance company is authorized to do
or her discretion and the proceeds credited to the common scHtdf Pusiness.
fund; and (c) Any policyholder under pata) and any commissioner
(f) Except withthe approval of the commissionérat during Underpar (b) may present written or oral statemesishe hearing
thefirst 5 years after the conversion the directors afideo of andmay present written statements withiperiod after the hear
amutual life insurance company and persons acting in concég SPecified by the commissionefhe commissioner shall take
with them may not, in the aggregate, acquire control over may@tementspresented under this paragraph into consideration
than5% of the common stock of the converted stock life insuran@i#Kingthe determination under su@). o
companythe corporation formed under p@m) or any other car ~ (7) APPROVALBY COMMISSIONER. (@) The commissioner shall
porationwhich acquires control of more than Sfethe common approve the plan of conversion unléssor she finds that the plan
stockof either theconverted stock life insurance company or thiolatesthe law or is contrary to the interests of policyholders or
corporationformed under pagdm). the public.
(4m) INSURERSIN FINANCIALLY HAZARDOUS CONDITION; PLAN (b) In determining the interests of the policyholders tired
OF CONVERSION. If grounds exist under $45.41 (2)or (4) for  public, the commissioner shall consider whether thegaaiza-
rehabilitationor liquidation of a domestic mutual or amason tion would be detrimental to the safety and soundnesthef
ably expected to exist within one yetire board may adopt a planinsureror the contractual rights and reasonable expectations of the
of conversion which shall specify all of the following: personswho are policyholders on or before théeefive date of

(a) That each person who has bagmlicyholder and has paidthe reoganization. The commissioner shall also take cofesid
premiums within 5 years prior to the date the resolution is adop@i@tionany conclusions ancccommendations on the subject of
under sub(2) is entitled to receive his or her equitable share of t§gichreoganizations published by recognizedamizationsof
valueof the domestic mutual, adjusted to reflect the condition Bfofessionalife insurance actuaries. Tlemmissioner may by
the domestic mutual immediately prior to the date of conversioftle establish standards applicable to suchgauizations.
thatthe equitable share shall be determinethbyatio that the net ~ (8) APPROVALBY POLICYHOLDERS. After approval under sub.
premiumpaid by the policyholder during the 5 yearsnediately (7). the conversion plan shall be submitted to a vote gb¢ingons
precedingthe date of the adoption of the resolution under @)b. who were policyholders of the mutual on the date of the resolution
bearsto the total net premium received by the domestic mutudtdersub.(2).
during that period, unless the commissioner approves another(9) Conversion. If the policyholdersipprove the conversion
methodof determining equitable shares with the net prentium undersub.(8), the commissioner shall issue a new certificate of
be calculated as gross premium less premiatarned and divi authority. The issuance of the certificate is the act of conversion,
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the mutual at once becomes a stock corporation and is no lonysticestating that the purpose, or one of the purposes, of the meet
amutual. The stock corporation she# deemed to have beening is to consider the sale, lease, exchange or other dispagition
organizedat the time the converted mutual waaganized. The all, or substantially all, of the property and assets of the mutual
directors,officers, agents and employees of the mutual shall coshall be givento each member entitled to vote at the meeting,
tinuein like capacity with the stock corporation. within the time and in the manner provided by this chapter fer pro

(10) Expenses. The corporation may not pay compensatiowiding notice of member meetings. At the meeting, the members
of any kind to any person other theegularsalaries to existing may authorize thesale, lease, exchange or other disposition and
personneljn connection wittthe proposed conversion, other thaimay authorize the board of directors to fix any or all of the terms
for clerical and mailing expenses, except that with the command conditions of the sale, lease, exchange or other disposition.
sioner’sapproval payment may be made at reasonable fiates The authorization shall be by thefiahative vote of at least two—
printing costs and for legal and other professional fees for servit¢kids of the members present or represented by proxy at the meet
actuallyrendered. All expenses the conversion, including the ing. After the authorization by vote of the members, the board
expenses incurred by the commissioner and the prorated salarfedirectors, nevertheless, in its discretion, may abandosetbke
of any insurance fite staf members involved, shall be borne bylease,exchangeor other disposition, subject to the rights of 3rd
the corporation being converted. partiesunder any contracts relating theretdthout further action

(11) SecURITY REGULATION. The filing with the division of or approval by the members.
securitiesof a certified copy of the plan of conversion as approved 2. If the articles of incorporation do not give members the
by the commissioner constitutes registration undgs%.27of the  right to vote on the sale, lease, exchange or other disposition of all
securitiesauthorized to be issued thereunder or substantially all of a mutual’property and assets, the sale,

History: 1971 c. 2601979 c. 102s.107, 236 (5) (13);1981 c. 3141983 a. 192 |ease exchanger other disposition may be authorized by the vote
2151985 a. 29215 1995 a. 271997 a. 791999 a. 85 of the majority of the directors in firfe.

611.77 Conversion of assessable to nonassessable (2) RePORTTO COMMISSIONER. Any action by which an insur
and nonassessable to assessable mutuals. (1) Assess ancecorporation proposes to transfer to another person or to rein
ABLE TO NONASSESSABLE. Whenever an assessable mutual accgureany part of its insurance business, othan in the normal and
mulatesenough surplus to satisfy the financial requireméots usualcourse of business, or to sell, lease, exchamgeigage,
the operation of a nonassessable mutual under like conditionglgdgeor otherwise dispose of or encumbeare than one—fourth
may apply fora certificate of authority authorizing it to sell non of its assets, shall leportedo the commissioner not less than 30
assessablpolicies. The commissionshall issue a certificate of days in advance of throposed ééctive date. The commissioner
authoritydesignating it monassessable mutual if he or she find®ay deferthe efective date for an additional period not exceeding
thatthe applicant satisfies the requirementtheflaw and that the 30 days by written notice to the corporation before expiration of
issuanceof nonassessable policies will restdanger the intereststhe initial 30—day period.
of its insureds or the public. Policies issued thereafter shall be(3) DisapprovaL. The commissioner mawithin the 30—-day
nonassessablexisting policies shall continue infe€t and shall periodor its extension, prohibit the proposed action if it is contrary
alsobecome nonassessable. to law or to theinterests of insureds or the public or if it will make
(2) NONASSESSABLETO ASSESSABLE. A nonassessabtautual possiblethe circumvention of any of theequirements of ss.
may apply to the commissioner for a certificate of authority desi§11.71to 611.77
natingit an assessable mutual. The commissioner shall issue th#story: 1971 c. 2601979 c. 1021989 a. 3031997 a. 791999 a. 30

certificateif the law permits such a corporation to issue assessagﬁ 785 Dissenters’ rights. Sectiond80.1301t0180.1331

policiesand if he or she finds that the conversion willeredanger : :
theinterests of present or future insureds or of the public. AH po ?plyrt:s?)tgcctk &Jore%%r::gﬁsaz)écfi%thistg r(()i\ilgee?]ﬂfézwl S)s(r?;re
ciesissued after conversion shall be assessable, and all policie angeconsummated under&11.71

effecton the date of conversion shall be assessable except to Story: 1989 a. 303
extentthat there is contract right then existing not to be assessed. ' '
History: 1971 c. 2601979 c. 10.236 (5) 611.79 Conversion of adomestic mutual life insurance

611.78 Transfer of business or assets. (1) SALE, LEASE, ggmp:gy |2tobaefég:§/rgr?(le.d ir?t(;j grggfél;:ng:lttﬁg(lepafes 1|n2:r%Tce
EXCHANGE OR MORTGAGE OF A STOCK CORPORATION'S ASSETS. panymay '

o lows:
Eﬁgi%ﬁ%g?g;ﬂg??g Zt(c?glf ggr(gc))r;olr?so -1202180.1706 (1) ConversionPLAN. The board of directors of the company
shalladopt a plan of conversion stating:

(1m) SALE, LEASE, EXCHANGE OR MORTGAGE OF A MUTUAL'S .
ASSETS. (2) Except as modified by sul§g) and(3), a sale|ease, (a) The reasons for fand the purposes of the proposed action;
exchangeor other disposition of less than substantially all of the (b) The proposed articles and bylafwsthe new fraternal; and
propertyand assets of a mutual, and the mortgage or pledge of anyc) The proposegrocedureand estimated expenses for imple
or all property and assets of a mutual, whether or not made in thentingthe conversion.
usualandregular course of itsfafirs, may be made upon the terms  (2) ApprRovALBY cOMMISSIONER. The plan shall be filed with
and conditions authorized by the mutisaboard of directors. the commissioner for approval, together with so much of the-infor
Unlessotherwise provided by the articles of incorporation,-comnation under s.614.13 (2)as the commissioner reasonably
sentof the members is not required for a sale, lease, exchangeegjuires. The commissioner shall approve the plan unless finding,
otherdisposition ofproperty or for a mortgage or pledge of prop aftera hearing, that it would beontrary to the lawthat the new
erty, authorized under this paragraph. fraternalwould not satisfy the requirements for a certificate

(b) A sale, lease, exchangeatherdisposition of all or sub authorityunder s611.20as incorporated by 614.2Q or that the
stantiallyall of the property and assetsaomutual may be made planwould be contrary to the interests of policyholders or the pub
uponsuch terms and conditions as may be authorized in the fiad.
lowing manner: (3) ArPROVALBY MEMBERS. After being approved by trem

1. If the articlesof incorporation give members the right tomissionerthe plan shall be submitted to th&licyholders for their
voteon the sale, lease, exchange or otfigosition of all or sub approval.
stantially all of the mutuaB property and assets, the board of (4) ReporT TO commissiONER. A copy of the resolution
directorsshall adopt a resolution recommending the sale, leasepptedby the members shall be filedith the commissioner
exchangeor other disposition and directing that it be submitted tmdicatingthe number of policyholders voting, the method of vot
avote at an annual or special meeting oftiembers. Wtten ing and the number of votes cast in favor of the plan.
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(5) CeRTIFICATE OF AUTHORITY. If all requirements of the law it is desirablén order to enlage the options open to legitimatganizations. If mem
e P ie H sof a mutual wish to accept the additional restrictions imposed by fratawal

aremet, the commissioner shall issue a certificate of ?‘“thomy inreturn for its benefits, they should be free to do so. [Bill 643-S]
the new fraternal. Thereupon the mutual shall cease its legal exis
tence and the corporate existence of the new fraternabsiutl,
but it shall be deemed to have been incorporated as of the date the SUBCHAPTERVI
converted mutual was incorporated. The new fraternal shall have
all the assets and be liable for all of the obligatifrtbe converted
mutual. The commissioner may grant a penad exceeding one
yearfor adjustment to the requirements of @4, specifying the ) )
extentto which particular provisions of cB14 do not apply 611.94 Trustee of proceeds. Section632.42applies to

History: 1975 c. 373421 insurersdoing a life insurance business.

Legislative Council Note, 1975:This provision is not likely to be used often but  History: 1979 c. 102

MISCELLANEOUS PROVISIONS
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