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A bill to be entitled
An act relating to nmutual insurance hol di ng conpani es;
anending s. 628.703, F.S.; providing a definition;
amendi ng ss. 628.709 and 628.727, F.S.; revising
menbership criteria of mutual insurance hol di ng conpani es;
anendi ng ss. 628.729, 628.730, and 628.733, F.S.;
speci fying basis of distributive shares and corporate
equity of nenbers under certain circunstances; providing

an effective date.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (4) is added to section 628. 703,
Florida Statutes, to read:
628. 703 Definitions.--For purposes of this part:

(4) "Paid premuns” neans all prem uns paid for insurance

by a nmenber of a nutual insurance hol ding conpany to a

subsi di ary i nsurance conpany.
Section 2. Subsection (2) of section 628.709, Florida

Statutes, is anended to read:

628. 709 Formati on of a mutual insurance hol di ng conpany. - -

(2) Al of the initial shares of the capital stock of the
i nsurance conpany whi ch reorgani zed as a subsidiary insurance
conpany shall be issued either to the nutual insurance hol ding
conpany, or to an internedi ate hol ding conpany which is wholly
owned by the nmutual insurance hol ding conpany. This restriction
does not preclude the subsequent issuance of additional shares

of stock by the subsidiary insurance conpany so |long as the
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mut ual i nsurance hol ding conpany at all times owns directly or

t hrough one or nore internedi ate hol ding conpanies, a ngjority
of the voting shares of the capital stock of the subsidiary

i nsurance conpany. The nenbership interests of the policyhol ders
of the subsidiary insurance conpany shall becone nenbership
interests in the nutual insurance hol di ng conpany. Policyhol ders
of the subsidiary insurance conpany which was fornerly the

nmut ual i nsurer shall be menbers of the nutual insurance hol ding
conpany in accordance with the articles of incorporation and

byl aws of the nutual insurance hol ding conpany. At the tine of

formati on, policyhol ders of any other subsidiary insurance

conpany of the nutual insurance hol ding conpany shall not be
nmenbers of the mutual insurance hol di ng conpany unl ess they are
policyhol ders of a subsidiary which was a nutual insurer which
merged with the hol di ng conpany pursuant to s. 628.715.
Subsequent to fornation, nenbership shall be governed by s.
628. 727.

Section 3. Subsection (1) of section 628.727, Florida
Statutes, is anended to read:

628. 727 Menbership. --

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

be determ ned in accordance with the nutual insurance hol di ng
conpany's articles of incorporation and byl aws and shall be
based upon each nenber holding a policy of insurance with a

subsi di ary insurance conpany or a health mai ntenance contract

wth a subsidiary health nai nt enance organi zati on service
corporatioen. Goup certificateholders may al so be nmenbers of the

mut ual i nsurance hol ding conpany if specified in the byl aws.
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Section 4. Subsection (2) of section 628.729, Florida
Statutes, is anended to read:

628. 729 Menber's share of assets on voluntary
di ssolution. --

(1) Upon any voluntary dissolution of a donestic nutual
i nsurance hol ding conpany, its assets renaining after discharge
of its indebtedness, if any, and expenses of adm nistration,
shall be distributed to existing persons who were its nenbers at
any tinme within the 3-year period preceding the date such
i quidati on was aut horized or ordered, or date of |ast
termnation of the insurer's certificate of authority, whichever
date is earlier; except, if the departnent has reason to believe
that those in charge of the nanagenent of the nutual insurance
hol di ng conpany have caused or encouraged the reduction of the
nunber of nmenbers of the insurer in anticipation of |iquidation
and for the purpose of reducing thereby the nunber of persons
who may be entitled to share in distribution of the insurer's
assets, the departnent may enlarge the 3-year qualification
period by such additional tine as the departnent may deemto be
reasonabl e.

(2) The distributive share of each such nenber shall be
det er m ned:_

(a) For donestic nutual insurance hol di ng conpani es owni hg

solely life and health insurance subsidiaries, by a formla

based upon such reasonabl e cl assifications of nenbers as the
depart nent nay approve.

(b) For all other donestic insurance hol di ng conpani es,

based upon the ratio that the total anpunt of paid prem uns paid
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by such nmenber for policies of insurance during the 3-year

period or part of such period specified in subsection (1) during

whi ch such recipient was a nenber bears to the total anpunt of

paid premuns paid by all nenbers entitled to receive a

distributive share as a result of such dissolution during such

entire 3-year period and upon such reasonabl e cl assifications of

nmenbers as the departnent may approve, unless the donestic

nmut ual i nsurance hol di ng conpany subnmts another fair fornmula

that i s approved by the departnment.
Section 5. Subsection (2) of section 628.730, Florida

Statutes, is anended to read:

628. 730 Merger with internedi ate hol di ng conpany. - -
(2) The distributive share of each such nenber shall be
det er m ned:_

(a) For donestic nmutual insurance hol di ng conpani es owni hg

solely life and health insurance subsidiaries, by a formula

based upon such reasonabl e cl assifications of nenbers as the
depart ment nay approve.
(b) For all other donestic insurance hol ding conpanies,

based upon the ratio that the total anpunt of paid prem uns paid

by such nmenber for policies of insurance during the 3-year

period or part of such period preceding the date of such nerger

during which such recipient was a nmenber bears to the tota

anount of paid premunms paid by all nenbers entitled to receive

a distributive share as a result of such nerger during such

entire 3-year period and upon such reasonabl e cl assifications of

nmenbers as the departnent may approve, unless the donestic
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nmut ual i nsurance hol di ng conpany submts another fair formula

that is approved by the departnent.

Section 6. Paragraph (b) of subsection (2) of section
628. 733, Florida Statutes, is anended to read:

628. 733 Converting nutual insurance hol di ng conpany. --

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

(b) The corporate equity of each nmenber is determ nable:

1. For donestic nmutual insurance hol di ng conpani es owni ng

solely life and health insurance subsidiaries, under a fair

formul a approved by the departnent, which equity shall be based
upon not nore than the conpany's net assets.

2. For all other donmestic insurance hol di ng conpani es,

based upon the ratio that the total anpbunt of paid prem uns paid

by such nmenber for policies of insurance during the 3-year

period or part of such period specified in paragraph (c) during

whi ch such recipient was a nenber bears to the total anount of

prem uns paid by all nmenbers entitled to receive equity as a

result of such conversion during such entire 3-year period and

upon such reasonabl e cl assifications of nenbers as the

departnent nay approve, unless the donmestic nutual insurance

hol di ng conpany submits another fair fornula that is approved by

the departnent. Such equity shall be based upon not nore than

the conpany’s net assets.

(c) The persons entitled to participate in the
di stribution of stock shall include all current nmenbers and al
exi sting persons who had been nenbers within 3 years prior to

the date such plan was submitted to the departnent.
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Section 7. This act shall take effect upon becomng a | aw
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