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Accompanying the fifth recommendation of the Division of

Insurance (House. No. 170). Insurance.

In the Year One Thousand Nine Hundred and Seventy-Five.

An Act authorizing domestic mutual insurance companies to
CONVERT INTO STOCK CORPORATIONS.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 SECTION 1. Chapter 175 of the General Laws is hereby
2 amended by adding the following new section 54H: -

3 Any domestic mutual insurance company may convert to and
4 become a domestic stock insurance company and to that end
5 may formulate and carry out a plan for such conversion and the
6 issuance of capital stock, which plan;

(1) shall have been adopted by a vote of the majority of the
8 directors of such company;
9 (2) shall have been approved by a vote of the majority of the

10 policyholders at a special meeting called for such purpose;
11 (3) together with said votes shall have been submitted to and
12 filed with the commissioner, such filing to specify the method
13 and basis for the issuance of shares of stock and any other
14 relevant information the commissioner may reasonably require;
15 (4) shall have been approved by the commissioner in writing
16 after due notice and public hearing.
17 The commissioner shall not approve any plan for such
8 conversion, except as otherwise provided, unless such plan

19 provides;
20 (1) that each person who has been a policyholder of the
21 company to be converted within five years prior to the vote of
22 the directors shall be entitled without additional payment to so
23 much common stock of the new domestic stock insurance
24 company as his equitable share of the value of the converting
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25 company will purchase, which equitable share shall be
determined by the ratio which the net premium he has paid to
the company during the five years immediately preceding the
vote ol the directors bears to the total net premiums received b\
the company during the same period and that, if such equitable
share is sufficient only for the purchase of a fraction of a share
of stock, the policyholder shall have the option either to receive
the value of the fractional share in cash or to purchase a full
share by paying the balance in cash;
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34 (2) that no common shares shall be subscribed by or issued to

other persons than such policyholders until all subscriptions by
the policyholders have been filled, and that thereafter any new
issue of stock for five years after the conversion shall first be
offered to the persons who have become shareholders by
subscription in proportion to their interests; and
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40 (3) that policyholders will receive a written offer to subscribe

to the stock authorized indicating to each such policyholder his
individual equitable share and the terms of the subscription
which may not request a price in excess of one-half of the
median equitable share of all policyholders.
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45 The commissioner may approve any plan for conversion of a

domestic mutual insurance company to a domestic stock
insurance company, without notice or hearing and without vote
of the policyholders and the other requirements of this section if.
in connection with any petition for appointment of a receiver of
such company, he determines that such action would not be
prejudicial to policyholders of the company because the value of
said company prior to conversion is insufficient to warrant
distribution of stock to policyholders, the company being
declared insolvent by the supreme judicial court, and that
issuance of shares of stock to an independent, disinterested party
in exchange for an investment by such party of an amount
sufficient to restore the company to a sound financial condition
will be accomplished by approval of such conversion.
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Any conversion authorized under this section shall be effective
upon the written approval of the commissioner that such
conversion has been accomplished in accordance with the plan
and this section, and the stock company resulting from said
conversion shall be subject to and comply with all provisions ol
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law applicable to such companies. The stock company shall be
deemed to have been organized at the time the converted mutual
company was organized. No suits, rights or contracts of the
mutual company shall be affected by any such conversion.

SECTION 2. This act shall take effect on January 1, 1976.
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