HB 1306-1—Filed 2/2/1998, 8:59 AM

PREVAILED Roll Call No.
FAILED Ayes
WITHDRAWN Noes
RULED OUT OF ORDER

MR. SPEAKER:

HOUSE MOTION

I move that House Bill 1306 be amended to read as follows:
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Page 2, between lines 29 and 30, begin a new paragraph and
insert:

SECTION 2. IC 27-1-8-13 IS AMENDED TO READ AS
FOLLOWS: Sec. 13. (a) Any domestic mutual i nsurance company may
by amendment of its articles of incorporation convert to a stock
insurance company only upon compliancewiththerequirementsof this
section and applicabl e requirements of sections 1 through 8 and 11 of
this chapter.

(b) The board of directors of any such mutual company shall first
adopt a resolution proposing the amendment to its articles of
incorporation, as required by section 2 of this chapter, and proposing
aplan of conversion of such mutual company into a stock insurance
company. Such plan of conversion shall set forth the following:

(1) The terms and conditions of the plan of conversion and the
manner and basis of carrying the same into effect.

(2) A formulafor the determination of the equity, if any, of each
member or policyholder in the entire net worth of the company
and for the determination and preservation of the participation
rights, if any, in future earnings from each class of existing
insurance policies.

(3) A statement of the entire net worth of the company attested
by two (2) independent actuaries, each of whom isamember of
the American Academy of Actuaries, and written opinions by
such actuaries that the formula and procedure required in
subdivision (2) is fair and equitable to the members and
policyholders of the company.
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(4) That the members or policyholders entitled to participatein
the conversion, as provided in the plan, shall include al
members and policyholders of the company who have voting
rights as of the effective date of the amendment and the plan of
conversion.

(5) That the members and policyholders of the company, as
defined in subdivision (4), shall havethefirst right to acquireall
the proposed initia issue of capital stock of the company by a
fair allocation of the rights to acquire such stock among such
members or policyholders, provided that such right to acquire
such shares shall be exercised within a designated reasonable
period, which period shall not be lessthan thirty (30) days, with
the right to apply the amount of equity, if any, as determined
under the formulain subdivision (2) upon the purchase price of
such shares; provided, further, that the right shall be exercised
by a written election in a form provided by the company, and
payment for any balance due upon such shares, after the
aforesaid credit, if any, shall be made in cash within such time
asisfixed in the plan.

(6) That any shares not acquired by a member or policyholder,
asprovidedinsubdivision (5), may beoffered to otherswho may
or may not be members or policyholders at the same or ahigher
price per share than that provided for under subdivision (5).
(7) That at a time specified in the plan, payment to each
dissenting member or policyholder shall be made in cash of the
amount, if any, as provided under the plan for payment to
dissenting members or policyholders, such dissenting members
or policyholders being those who do not acquire shares as
provided in subdivision (5).

(8) In lieu of the subscription and dissenters’ rights of
appraisal procedures described in subdivisions (5, (6) and
(7), the plan of conversion may provide that the members
or policyholders will receive substantially all of the capital
stock of the company (other than capital stock being issued
in a bona fide public offering), such capital stock being
allocated to the members or policyholders in proportion to
their respective interests in the entire net worth of the
company immediately prior to any such public offering, as
determined pursuant to the formula pursuant to subdivision
(s), but only if, in the case of a distribution of capital stock
to the members or policyholders as described in this
proviso, such stock is (a) listed or approved for listing upon
notice of issuance on the New York Stock Exchange, (b)
quoted or approved for quotation upon notice of issuance
on the NASDAQ Stock Market or (c) otherwise listed,
quoted or approved for listing or quotation on such national
stock exchange or quotation service, and in such manner,
as the commissioner determines provides reasonable
assurance to the members or policyholders of the
marketability of such stock.

£8) (9) Such other terms and provisions as the company deems
necessary or desirable.
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() Any such mutua insurance company shall file with the
department, following the adoption by its board of directors of such
resolution proposing the amendment and plan of conversion, and
before its submission to a vote by its members or policyholders, three
(3) copies of the proposed amendment to the articles of incorporation,
together with three (3) copies of the plan of conversion and such other
supporting documents as the company deems necessary.

(d) The insurance commissioner shall hold a hearing upon the
terms, conditions, and provisions of the plan of conversion, at which
hearing the policyhol ders of thecompany and any other interested party
shall have the right to appear and become a party to the proceedings.
The commissioner shall requirethe company to produce such evidence
as he shall deem necessary to establish that the plan of conversion
meets the requirements set forth in this section and further that it isfair
and equitabl e to the members and policyholders of the company. Such
hearing shall be commenced not less than twenty (20) days after the
date on which the amendment and plan of conversion are presented to
the department, and shall be held in the city of Indianapolis, Indiana,
at such place, date, and time as the department shall specify. Notice of
the hearing shall be published in anewspaper of general circulationin
the city wherein islocated the principal office of the company and in
the city of Indianapolis once a week for two (2) successive weeks.
Written notice of the hearing shall be mailed by the company to its
members and policyholders having voting rights at least ten (10) days
prior to the hearing. Except as otherwise provided in this section, the
hearing and the determination made therein shall be subject to
IC 4-21.5-3.

(e) The commissioner shall issue an order approving the plan of
conversion as filed with the department by the company with such
modifications therein as a majority of the board of directors of the
company shall approve if the commissioner finds that:

(1) the plan, including all such modifications, if effected, will
meet all the requirements set forth in this section;

(2) such plan is equitable to the members and policyholders of
the company;

(3) the terms and conditions of the plan of conversion are fair
and reasonable;

(4) upon consummation of the plan of conversion the paid-in
capital and surplusof the company shall bein an amount not less
than the minimum paid-in capital and surplus required to
organize a domestic stock insurance company to transact like
kinds of insurance; and

(5) dl therights of every member and policyholder asfixed in
any policy of insurance of the company, excluding voting rights,
if any, shall be and remain unaffected by the proposed
conversion and shall continue in full force in accordance with
the terms of the policy of each such member and policyholder.

(f) The order of the commissioner approving or disapproving the
plan of conversion shall be filed in the department within thirty (30)
days after the last day of the hearing before the commissioner. The
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department shall promptly give notice of such order to al personswho
appeared at the hearing and requested to be made parties to the
proceedings, and the department shall endorse the commissioner's
approva or disapproval on the plan of conversion in the manner
provided in IC 27-1-6-8 and shall deliver copies thereof to the
company. The company or any person who was made a party to such
proceedings aggrieved by such order shall be entitled to a judicia
review thereof in accordance with IC 4-21.5-5. Subject only to such
judicial review, the determination and order of the commissioner (or
the court upon judicial review) in approving or disapproving the plan
of conversion shall be binding and conclusive upon al parties to the
proceedings and all policyholders or members with respect to the
fairnessof the plan anditscompliancewith thisarticle and with respect
to the proportionate share, if any, of each policyholder or member in
the equity of the company and the value of hismembership interestsor
rightsasdetermined under theformulareferred toin subsection (b)(2).
(g) The plan of conversion and the proposed amendment to the
articles of incorporation, as finally approved, shall be submitted to a
vote of the members or policyholders, as provided in section 3 of this
chapter, and if the proposed plan of conversion and proposed
amendment shall be adopted as provided in section 3 of this chapter,
the company shall proceed to consummate the plan of conversion and
comply with the applicable provisions of sections 4 through 8 and 11
of this chapter.
(h) Notwithstanding the adoption of the plan of conversion by the
policyholders and at any time prior to the effective date of the plan of
conversion, the plan and proposed amendment may be abandoned
pursuant to a provision for such abandonment, if any, contained in the
plan of conversion.
(i) Theplan of conversion and proposed amendment to the articles
of incorporation shall become effective upon the later of:
(1) thedate and time of approval of the articles of amendment by
the secretary of state as provided in section 8 of thischapter; and
(2) the date and time of filing with the department a certificate
setting forth the plan of conversion and the manner of its
approva by the directors and policyholders of the company,
which shall be executed on behalf of the company by its
president or avice president;

unless a later date and time is specified in the plan of conversion, in

which event the plan of conversion and amendment shall become

effective and take place upon such later date and time.

(1) When the plan of conversion and proposed amendment to the
articles of incorporation become effective:

(1) the company shall be converted from a mutual insurance
company to a stock insurance company and shall have all the
rights, privileges, immunities, and powers and shall be subject
to al the duties and liabilities of a stock insurance company
existing under this article; and

(2) the rights and interests of every member and policyholder
existing by virtue of being a member or policyholder of the
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mutual company, of any nature whatsoever, including voting
rights, shall cease.
Provided, however, that rightsof every member and policyholder under
any contract of insurance shall continueinforcein accordancewiththe
terms, provisions, and conditions of such contract, including rights, if
any, to policyholder dividends.
Renumber all SECTIONS consecutively.
(Reference isto HB1306 as printed January 30, 1998.)

Representative T. BROWN
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