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2012 -- S 2598 SUBSTITUTE A

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

RELATING TO INSURANCE --DOMESTIC INSURANCE COMPANI&

Introduced By:Senators Lombardo, and Miller

Date IntroducedMarch 01, 2012

Referred ToSenate Corporations

It is enacted by the General Assembly as follows:
SECTION 1. Section 27-1-40.1 of the General Law€lnapter 27-1 entitled "Domestic
Insurance Companies" is hereby amended to reaullaw$:

27-1-40.1. Mutual insurance holding companies. -{aX1) Any domestic mutual

insurance companypon approval of the commissionergated—underthetaws—of-this—state

eign—mutual

reorganize by forming or merging into a mutual masice holding company based upon a plan of

reorganization and continuing the corporate excgasf the reorganizing insurance company as a

stock insurance company. The commissioner, affarbdic hearing as provided in Rhode Island

general laws subsection 27-35-2(d), if satisfieat the interests of the policyholders are properly

protected and that the plan of reorganization is dad equitable to the policyholders, may

approve the proposed plan of reorganization or meayire as a condition of approval such

modifications of the proposed plan of reorganizats the commissioner finds necessary for the

protection of the policyholders’ interests. The coissioner may retain consultants as provided

in Rhode Island general laws subdivision 27-35{3(0d)A reorganization pursuant to this section

is subject to Rhode Island general laws sectior832Y, 27-35-1.5, 27-35-2 and 27-35-2.5. The

commissioner shall retain jurisdiction over a mitussurance holding company organized
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pursuant to this section to assure that policyholdeerests are protectedesrganize—into-a

(2) A plan of reorganizatiomust be approvelly two-thirds (2/3) vote of the board of

directors or other governing bodgpproval-of-a—plan—ofrecrganization the director of the
department of business regulation, and the affikatote oferehalf{1/2)a majority of those

members or policyholdergsubscribers in the case of a health service catjonr) constituting a

quorum, present in person or by proxy at a meetaited by the board of directors or other

governing bodyt

(3) All of the initial shares of the capital stook the reorganized insurance company

shall be issued to the mutual insurance holdingpzom. The membership interests of the

policyholders of the reorganized insurance compstmll become membership interests in the

mutual insurance holding company. Policyholderthefreorganized insurance company shall be

members of the mutual insurance holding companyadcordance with the articles of

incorporation _and bylaws of the mutual insurancéding company. The mutual insurance

holding company shall at all times own a majorifytiee voting shares of the capital stock of the

reorganized insurance company.
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(4) A merger of policyholders’ membership interast®& mutual insurance company into

a mutual insurance holding company shall be deetmdak a merger of insurance companies

pursuant to Rhode Island general laws section 2Z-88d that chapter is also applicable.
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(b) A foreign mutual insurance company or a fordigalth service corporation, which if

a domestic corporation would be organized undeptetna 19, 20, 20.1, 20.2 or 20.3 of title 27,

may reorganize upon the approval of the commissiand in compliance with the requirements

of any law or regulation which is applicable to foeeign mutual insurance company or foreign

health service corporation by merging its policylars’ or subscribers’ membership interests into

a domestic mutual insurance holding company irsilee manner as under subsection (a) above.

by—the—stock—insurance—emany. A mutual insurance holding company resulting frone t

reorganization of a domestic mutual insurance cowpaganized under chapter 1 of title 27

shall be incorporated pursuant to chapter 1 of #F. The articles of incorporation and any

amendments to such articles of the mutual insurdmding company shall be subject to

approval of the commissioner in the same mann#érase of an insurance company.

company.A mutual insurance holding company is deemed t@rfénsurer subject to chapters

14.1, 14.2, 14.3 and 14.4 of title 27 and shalbmngtically be a party to any proceeding under

chapters 14.3 or 14.4 of title 27 involving an imswe company which as a result of a

reorganization pursuant to subsection (a) or (I3 sibsidiary of the mutual insurance holding

company. In any proceeding under chapters 14.34¢t @f title 27 involving the reorganized

insurance company, the assets of the mutual inseifaolding company are deemed to be assets

of the estate of the reorganized insurance compangurposes of satisfying the claims of the

reorganized insurance company’s policyholders. Auauinsurance holding company shall not

dissolve or liquidate without the approval of tlmermissioner or as ordered by the superior court
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pursuant to chapters 14.3 or 14.4 of title 27.

approval. Section 27-1-40 of the general laws is not appledb a reorganization or merger

pursuant to this section.

A membership interest in a domestic mutual insugamalding company shall not constitute a

security as defined in chapter 7-11.

(9)

The majority of the voting shares of the capitacktof the reorganized insurance company,

which is required by this section to be at all snesvned by a mutual insurance holding company,

shall not be conveyed, transferred, assigned, ptbdgubjected to a security interest or lien,

encumbered, or otherwise hypothecated or alierateéde mutual insurance holding company or

intermediate holding company. Any convevance, fensssignment, pledge, security interest,

lien, encumbrance, or hypothecation or alienatimoor on the majority of the voting shares of

the reorganized insurance company which is requiyeithis section to be at all times owned by a

mutual insurance holding company, is in violatidntlos section and shall be void in inverse

chronological order of the date of such conveyaricansfer, assignment, pledge, security

interest, lien, encumbrance, or hypothecationienation, as to the shares necessary to constitute

a majority of such voting shares. The majority lod tvoting shares of the capital stock of the

reorganized insurance company which is requiredhisysection to be at all times owned by a
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mutual insurance holding company shall not be siilife execution and levy. The shares of the

capital stock of the surviving or new company résglfrom a merger or consolidation of two (2)

or more reorganized insurance companies or twaoK2anore intermediate holding companies

which were subsidiaries of the same mutual ins@wdradding company are subject to the same

requirements, restrictions, and limitations as fted in this section to which the shares of the

merging or consolidating reorganized insurance @m@s or intermediate holding companies

were subject by this section prior to the mergezasrsolidation.

As used in this section, “majority of the votingasks of the capital stock of the

reorganized insurance company” means shares afaghigal stock of the reorganized insurance

company which carry the right to cast a majoritytlod votes entitled to be cast by all of the

outstanding shares of the capital stock of thegaured insurance company for the election of

directors and on all other matters submitted toote wof the shareholders of the reorganized

insurance company. The ownership of a majorityhef voting shares of the capital stock of the

reorganized insurance company which are requirethisysection to be at all times owned by a

parent mutual insurance holding company includebrécst ownership through one or more

intermediate holding companies in a corporate &irec approved by the commissioner.

However, indirect ownership through one or morenmiediate holding companies shall not

result in the mutual insurance holding company ogriess than the equivalent of a majority of

the voting shares of the capital stock of the rapized insurance company. The commissioner

shall have jurisdiction over an intermediate hajdoompany as if it were a mutual insurance

holding company. As used in this section, “interiags holding company” means a holding

company which is a subsidiary of a mutual insurémaeing company, and which either directly

or through a subsidiary intermediate holding comphas one or more subsidiary reorganized

insurance companies of which a majority of the nmtishares of the capital stock would

otherwise have been required by this section tatb&l times owned by the mutual insurance

holding company.

SECTION 2. Chapter 27-14.3 of the General Lawstledti'Insurers' Rehabilitation and

Liguidation Act" is hereby amended by adding thetée following section:

27-14.3-22.1. Grounds for rehabilitation or liquiddion of a domestic company that

is a covered financial company under Dodd-Frank Wal Street reform and consumer

protection act. —(a) The provisions of this section apply in accoa®awith title |l of the federal

Dodd-Frank Wall Street reform and consumer prodactct, P.L. 111--203 with respect to an
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5381.

(b) The commissioner may file a complaint for adesrof rehabilitation or liquidation

pursuant to subdivision (4) of this chapter on ahthe following grounds:

(1) Upon a determination and notification giventhe secretary of the treasury of the

United States (in consultation with the Presiddrihe United States) that the insurance company

is a financial company satisfying the requiremeottsl?2 U.S.C. 5383(b), and the board of

directors (or body performing similar functions)tbé insurance company acquiesces or consents

to the appointment of a receiver pursuant to 12€1.5382 (a) (1) (A) (i) with such consent to be

considered as consent to an order of rehabilitairdiquidation;

(2) Upon an order of the United States districtrcéar the District of Columbia under 12

U.S.C. 5382 (a) (1) (A) (iv) (I) granting the padit of the secretary of the treasury of the United

States concerning the insurance company under82ZU5382(a) (1) (A) (i); or

(3) A petition by the secretary of the treasurytlé United States concerning the

insurance company is granted by operation of lagkend2 U.S.C. 5382(a) (1) (A) (v).

(c) Notwithstanding any other provision of law,eafihotice to the insurance company,

the receivership court may grant an order on tmeptaint for rehabilitation or liquidation within

twenty (24) hours after the filing of a complainirpuant to this section.

(d) If the receivership court does not make a detmtion on a complaint for

rehabilitation or liquidation filed by the commisaer pursuant to this section within twenty-four

(24) hours after its filing, then it shall be deehmganted by operation of law upon the expiration

of the twenty-four (24) hour period. At the timeathan order is deemed granted under this

section, the provisions of chapter 14.3 of titled? Zhis title shall be deemed to be in effect, and

the director shall be deemed to be affirmed asivece&nd have all of the applicable powers

provided by this code, regardless of whether amrohdis been entered. The receivership court

shall expeditiously enter an order of rehabilitatay liquidation that:

(1) Is effective as of the date that it is deemexdhtied by operation of law; and

(2) Conforms to the provisions for rehabilitationliquidation contained in this chapter,

as applicable.

(e) Any order of rehabilitation or liguidation magersuant to this section shall not be

subject to any stay or injunction pending appeal.

(f) Nothing in this section shall be construed tipersede or impair any other power or

authority of the commissioner or the court undes tdhapter or title 27.
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SECTION 3. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO INSURANCE --DOMESTIC INSURANCE COMPANI&

*%k%k

This act would update and clarify the current statdual holding company laws and the
provisions concerning the rehabilitation or liquida of a domestic company that is a covered
financial company under the federal Dodd-Frank V8aleet reform and consumer protection act.

This act would take effect upon passage.
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