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DOMESTIC STOCK AND MUTUAL CORPORATIONS

611.07

CHAPTER 611
DOMESTIC STOCK AND MUTUAL INSURANCE CORPORATIONS

SUBCHAPTER | 611.41 Communications to shareholders or policyholders and commissioner’s
GENERAL PROVISIONS attendance at 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 and officers of stock corporations.
SUBCHAPTER Il 611.53 Selection and removal of directors and officers of mutuals.
ORGANIZATION OF CORPORATIONS 611.54  Supervision of management changes.
611.10 Reservation of corporate name. 611.55 Continuity of management in emergencies.
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 organization permit. 611.61 Transactions of insurers with affiliates.
611.15 Deposit of proceeds of subscriptions. 611.62 Directors’ and officers’ liability and indemnification.
611.16 Termination of gan_i_zation permit .and' payment of organization expenseg11.63  Executive compensation.
611.18  Incorporators’ liability and organization expenses. 611.66 Exclusive agency contracts.
611.19 Initial capital and surplus requirements. 611.67 Management contract services.
611.20  Certificate of authority. 611.69 Dividends and other distributions.
611.22  Accelerated organization procedure.
611.223 Transfer of an insurer’s place of domicile. SUBCHAPTER V
611.23  Municipal insurance mutuals. L CORPORATE REORGANIZATION )
611.24 Segregated accounts in general. 611.71 Acqwsmon o#ll of the shares or of a class of shares of an insurance corpo-
611.25 Special provisions for separate accounts for variable contracts. ration. o . )
611.26  Subsidiaries. 611.72  Merger or 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  \oluntary dissolution of domestic insurance corporations.
SUBCHAPTER Il 611.75  Conversion of a domestic stock corporation into a mutual.
SECURITIES OF DOMESTIC INSURANCE CORPORATIONS 611.76 Conversion of a domestic mutual into a stock Corporation.
611.31  Securities regulation. 611.77  Conversion aissessable to nonassessable and nonassessable to assessable
611.32  Promoter stock. mutuals. )
611.33 Authorized securities. 611.78 Transfer of business or assets.
611.34  Corporate repurchase of shares. 611.785 Dissenters’ rights.
611.36 Number of shareholders. 611.79  Conversion of a domestic mutual life insurance company into a fraternal.
SUBCHAPTER IV SUBCHAPTER VI
MANAGEMENT OF INSURANCE CORPORATIONS MISCELLANEOUS PROVISIONS
611.40 Shareholders’ meetings. 611.94 Trustee of proceeds.

Cross—reference: See definitions in ss. 600.03, 610.01 and 628.02.
NOTE: Chapter 260, laws of 1971, which created this chapter, contains
explanatory notes.

(c) To strengthen internal corporate democracy through as
much stockholder and policyholder participation as is practicable.
History: 1971 c. 260.

611.03 Orders imposing and relaxing restrictions.
(1) ORDERSIMPOSINGRESTRICTIONS. The commissioner may sub-
ject an individual corporation not otherwise subject thereto to
some oll of the restrictions of ss. 628, 611.29 (2), 611.32 (5),
611.33 (1) (a) and (2) (a) 1. and 2., 611.34, 611.54 (1) (b) and
p17.22 (2), on a finding that its financial condition, management
or other circumstance requires such additional regulation for the
S . protection of the interests of insureds or the public.
3 (1)148"0% CORZOR:LA?T'ONS' IThe deflnlltlons in s. 180.0103 (2), (2) ORDERS ELIMINATING RESTRICTIONS. The commissioner
(3). (14), (15), and (17) apply to stoc_ _c_orpo.ratlons. may free a new corporation from any of the restrictions generally
(2) MuTtuaL corporATIONS. The definitions in s. 181.0103 (3) applicable only to new corporations under ss. 611.28, 611.29 (2),
and (18) apply to mutuals. o 611.32 (5), 611.33 (1) (a) and (2) (a) 1. and 2., 611.34, 611.54 (1)
(3) APPLICABILITY OF OTHER DEFINITIONS. The definitions of (b) and 617.22 (2), if the commissioner is satisfied that its finan-
ss. 600.03 and 610.01 apply to corporations under this chaptefal condition, management and other circumstances assure that
a ';Bsé?flyég%gazlfg-;22%%112_7383_102? 1983 2.189's. 329 (22); 1985 a. 195 5. 34; lf}r‘i‘gr:antfirests of insureds and the public will not be endangered

History: 1971 c. 260, 307; 1977 c. 203; 1979 c. 102.

SUBCHAPTER |
GENERAL PROVISIONS

611.01 Definitions. In this chapter, unless the contex
requires otherwise, all of the following apply:

611.02 Scope and purposes. (1) Score. (a) Domestic
insurers. This chapter applies to all insurance corporations orggq1 07 General corporate powers and procedures.
nizedunder the laws of this state, except those expressly gover(tﬂ]i Powers. Subject to s. 611.63, s. 180.0302 applies to stock
by other chapters. _ _corporations and s. 181.0302 (intro.), (1) to (15), (18) and (19)
(b) Nondomestic insurersExcept as expressly provided, thisapplies to mutuals.
chapter does not apply to nondomestic insurers. (2) EFFECT OF UNAUTHORIZED CORPORATE ACTS. Section
(2) PurposEs. The purposes of this chapter are: 180.0304 applies to stock corporations and s. 181.0304 applies to
(a) To provide a complete, self-contained procedure for theutuals, except that references to “attorney general” shall be read
formation of insurance corporations; as “commissioner”.
(b) To assure the solidity of insurance corporations by provid- (4) WAIVER OF NOTICE AND INFORMAL ACTION BY SHAREHOLD-
ing an organizational framework to facilitate sound managemegrs,POLICYHOLDERSORDIRECTORS. Sections 180.0704, 180.0706,
sound operation and sound regulation; and 180.0821 and 180.0823 apply to stock corporations and ss.
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181.0704, 181.0706, 181.0821 and 181.0823 apply to mutuals(c) The purposes of the corporation shall be limited to those

Section 181.0821 also applies to a committee of the board geamitted in s. 610.21;

mutual, except that references to “board” shall be read as “com+d) If assessable policies are permitted, the articles shall con-

mittee”. tain general provisions respecting assessment liabilities and pro-
(6) POWERTO HOLD ASSETSAS TRUSTEE. A life insurance cor- cedures, including a provision specifying the classes of business

poration may hold assets under s. 632.42 (1) as trustee or as gatwhich assessment may be separately levied; and

eral corporate assets. _ ) (e) The articles may specify those classes of persons who may
(7) CORRECTINGFILED DOCUMENT. Section 180.0124 appliespe policyholders, or prescribe the procedure for establishing or
to stock corporations. removing restrictions on the classes of persons who may be poli-

History: 1971 c. 260; 1973 c. 128 ss. 25, 30; 1973 c. 184, 336; 1975 c. 373 s, - - -
1975 c375 5. 44: 1975 ¢, 422: 1979 ¢. 110; 1987 a. 13; 1989 a. 303; 1997 a. 79, giholders, and the articles shall state that each policyholder is a
member of the corporation.

(3) PRINCIPAL OFFICERS. Sections 180.0840 and 180.0841

SUBCHAPTER II apply to stock corporations and ss. 181.0840 and 181.0841 apply
to mutuals. Notwithstanding s. 180.0840 (1) or 181.0840 (1), the
ORGANIZATION OF CORPORATIONS articles or bylaws shall specifically designate 3 or more offices,
the holders of which shall be the principal officers of the corpora-
611.10 Reservation of corporate name. Sections tion. Notwithstanding s. 180.0840 (3) or 181.0840 (3), the princi-

180.0402 and 180.0403 (2), (3) and (3m) apply to stock corpopad offices shall be held by at least 3 separate individuals.
tions and ss. 181.0402 and 181.0403 (2), (3) and (3m) apply tq4) ByLaws. The bylaws of a domestic corporation shall com-

mutuals. ly with this chapter, and a copy of the bylaws and any amend-
Loptory. 1971 c. 260, 1973 . 128; 1981 ¢. 390 5. 252, 1989 a. 303; 1993 a. %%%nts thereto shall be filed with the commissioi¢nin 60 days
a. .

afteradoption. Subject to this subsection, to ss. 611.13 (2) (d) and
611.11 Incorporators. (1) GENERAL. Any number of corpo- (5) and 611.22 (4), ss. 180.0206 and 180.1020 to 180.1022 apply
rate oradult natural persons may organize a corporation under thisstock corporations and ss. 181.0206, 181.0207 and 181.1021
chapter. apply to mutuals.
(2) CLOSELY HELD, SUBSIDIARY AND AFFILIATED CORPORATIONS. History: 1971 c. 260; 1989 a. 303; 1997 a. 79; 1999 a. 85.

gggrgou%%(e:?rs?ogifzozr.adult natural persons may organize a Co&?&.li% Organization permit and certificate of incorpo-

ration. (1) PermIT REQUIRED. No person may, in the case of a

(3) MUTUAL REINSURANCECORPORATIONS. A mutual reinsur- - < oy . - ;
ance corporation having the exclusive purpose of providing r%@_}ock corporation, solicit subscriptions for its securities, or in the

surance for its member corporations may be organized by 16{‘%§e of anutual, solicit applications for qualifying insurance poli-

: s or subscriptions for mutual bonds or contribution notes, until
more mutuals under this chapter and town mutuals under ch. : S . e ' '
The commissioner may exempt the corporation from any of t 502m|ssmner has issued ?_?] orgarll.lzatt}onfpermn. .
requirements of ss. 611.12 to 611.20 if the commissioner consig-(2) APPLICATIONFORPERMIT. The application for an ganiza-
ers them unnecessary for the protection of the members. ion permit shall be signed and acknowledged by or on behalf of
(4) MuNiCIPALITIES. (a) Inthis subsection, *municipality” has each incorporator, and shall include or have attached:

the meaning given in s. 345.05 (1) (c), but also includes any transif) The names, and for the preceding 10 years all addresses and
authority created under s. 66.1039. all occupations of all incorporators and proposed directors and

(b) Any number of municipalities or associations of munic2ffiCers; _ o
palities orboth may organize a municipal insurance mutual under (b) For all corporate incorporators, their articles and bylaws,
s. 611.13, subject to s. 611.23, to provide any of the following ffist of the names, addresses and occupations of all directors and

its members: principal officers, and for the 3 most recent years their annual
1. Worker’s compensation insurance. financial statements and reports;
2. Liability insurance (c) The proposed articles which shall be signed and acknowl-
R i . edged by or on behalf of each incorporator, and the proposed
3. Risk management services. bylaws;

4. Property insurance. . . .
History: 1971 c. 260; 1973 c. 243: 1977 c. 346; 1979 c. 102 ss. 236 (6), 237 1081(d) All agreements relating to the corporation to which any
c. 390 s. 252: 1995 a. 197; 2003 a. 78; 2009 a. 28. incorporator or proposed director or officer is a party;
(e) The amount and sources of the funds availabledanora-

611.12 Aticles and bylaws. (1) STOCK CORPORATIONS. gﬁn expenses and the proposed arrangements for reimbursement

Section 180.0202 applies to the articles of a stock corporati d : £i h i
except that: and compensation of incorporators or other persons;

(a) Thename of the corporation shall include the word “insur- (?) The proposed compensation of directors and officers;
ance” or a term of equivalent meaning, and shall comply with s.(9) The plan for solicitation of applications for qualifying

180.0401 (2) to (4); insurance policies and for the corporation’s securities;
(am) The articles shall include a statement that the corporation(h) The forms to be used for stock subscriptions, certificates
is organized under this chapter; for shares, applications for qualifying insurance policies, sub-

(b) Authorized shares shall conform to s. 611.33 (1); and scriptions for mutual bonds and contribution notes, and the forms

(c) The purposes of the corporation shall be limited to thofsoer bonds and notes;

permitted by s. 610.21. (i) The proposed capital, or the proposed minimum permanent

(2) MutuALs. Section 181.0202 applies to the articles of %‘"F"“S' and the proposed_lnmal s_urplus; ) ) .
mutual, except that: () The plan for conducting the insurance business, including:

(a) The name of the Corporation shall include the words l The g_eographical area in which business is intended to be
“mutual’ and “insurance” or terms of equivalent meaning arféene in the first 5 years;

shall comply with s. 181.0401 (2) to (4); 2. The types of insurance intended to be written in the first 5
(am) The articles shall include a statement that the corporatig@ars;
is organized under this chapter; 3. The proposed marketing methods;

(b) The articles shall include provision for mutual bonds if any 4. To the extent requested by the commissioner, the proposed
are to be authorized, which shall conform to s. 611.33 (2) (a);method for the establishment of premium rates;
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(k) A projection of the anticipated operating results of the co8411.16 Termination of organization permit and pay-
poration at the end of each of the first 5 years of operation, basseht of organization expenses. (1) TERMINATION. The
on reasonable assumptions of loss experience, premium and athganization permit shall terminate upon:
income, operating expenses and acquisition costs; and (a) Issuance of a certificate of authority under s. 611.20;
.(L‘) Such other relevant QOcuments or information as the com-(p) Revocation under sub. (2); or
missioner reasonably requires. (c) Expiration of one year after issuance unless a good faith

(3) ISSUANCEOF ORGANIZATION PERMIT AND OF CERTIFICATEOF  application for a certificate of authority has been filed with the
INCORPORATION. The commissioner shall issue an organizatioghmmissioner. The commissioner may grant a reasonable exten-

permit and a certificate of incorporation if: - sion if the commissioner reasonably expects that the corporation
(@) The commissioner finds that all requirements of law hawgll be able to satisfy the requirements for a certificate of authority
been met; within the extended period.

(b) The commissioner is satisfied that all natural persons who(2) RevocaTioN. The commissioner may revoke agamiza-
are incorporators, the directors and principal officers of corporaien permit if:
incorporators, and the proposed directors and officers of the cor{a) The commissioner finds, after a hearing, that because of
poration being formed are trustworthy and competent and collegmnges in circumstances, or because the facts were not as repre-

tively have the competence and experience to engage in the pagti¢rted in the application, the conditions for issuance of a permit
ular insurance business proposed; and are no longer satisfied; or

_(c) The commissioner is satisfied that the business plan is con{h) The commissioner denies an application for a certificate of
sistent with the interests of the corporation’s potential insureglgthority and finds that the corporation cannot reasonably be
and of the public. expected to satisfy the requirements for a certificate of authority

(4) ConTENTSOFPERMIT. The organization permit shall spec-within the remaining term dhe oganization permit or any exten-
ify the minimum capital or minimum permanent surplus requireglon thereof under sub. (1) (c).
under s. 611.19, and may contain such other information as thg3) ReimMBURSEMENTSAND REFUNDS. (a) General. Except in
commissioner deems necessary. caseaunder pars. (b) and (c), if the organization permit is revoked
(5) LEGAL EXISTENCE. Upon the issuance of the certificate obr expires before a certificate of authority is granted, incorpora-
incorporation the legal existence of the corporation shall begitrs who have advanced money for the reasonable and authorized
the articles and bylaws shall become effective and the proposg@enses of organization, including underwriting expenses, may
directors and officers shall take office. The certificate shall Ip@ reimbursed in cash from the proceeds of shares or mutual bond
conclusive evidence of compliance with this section, except irbRcontribution note subscriptions under the organization permit,
proceeding by the state against the corporation. on itemized receipts audited by the commissioiiae total reim-
History: 1971 c. 260; 1991 a. 316. ) bursement shall not exceed 5% of the amount received from such

Cross Reference:See also s. Ins 6.52, Wis. adm. code. sources. The remainder in the escrow account shall thereupon be

611.14 Powers under organization permit. (1) Srock distributed among such subscribers in proportion to their con-

CORPORATIONS. While its organization permit is in effect a stociributions, valued as of the time the contributions were made.
corporation may: (b) Violation of law. Reimbursement may be refused to any

(a) Register stock under s. 611.31, solicit subscriptions subjét@orporator under par. (a) if the commissioner finds that in con-
to s. 180.0620 (1) (a) and receive payment therefor in cash or, V#&¢tion with the organization of the corporation the incorporator
the approval of the commissioner, in other property constitutiigs Willfully or negligently violated in a material way any provi-

a permitted investment under ch. 620, and issue receipts for SHER of this chapter.
payment at values approved by the commissioner, but no sharef) Assessable mutualdNo reimbursement may be made to
may be issued until a certificate of authority is issued; and  any incorporator of a mutual under par. (a) until all advanced pre-

(b) Transact all other business necessary and appropriate®##ms collected under s. 611.19 (4) (c) have been repaid in full.

the organization of the planned insurance enterprise. (4) ENDOFLEGAL EXISTENCE. The legal existence of the corpo-
(2) MuTuALs. While its organization permit is in effect aration shall terminate upon completion of the payments under sub.

mutual may: - .
(a) Register mutual bonds under s. 611.31, solicit applicationsH Istory: 1971 ¢. 260, 307; 1991 a. 316.

for qualifying insurance policies under s. 611.19 (4) (c) and subt1.18 Incorporators’ i ability and organization expen-
scriptions for mutual bonds and contribution notes and receiygs. (1) LiasiLiTy. The incorporators shall be jointly and sever-
payment therefor in cash or, with the approval of the commigty liable for all organizational and promotional expenses and lia-
sioner, in property constituting a permitted investment under @ilities incurred prior to the issuance of the certificate of authority.
620,and issue receipts for such payment at values approved by the) ReimBURSEMENT AND COMPENSATION. (a) Stock corpora-
commissioner, but no policies or bonds may be issued until a a@dns. 1. ‘Expenses.’ After issuance of the certificate of authority,

tificate of authority is issued; and incorporators of a stock corporation who have advanced money
(b) Transact all other business necessary and appropriate irothicurred obligations for the reasonable and authorized expen-

organization of the planned insurance enterprise. ses of organization including underwriting may be reimbursed in
History: 1971 c. 260, 307; 1989 a. 303. cashfrom the proceeds of shares subscribed to underdheiaa-

tion permit, on itemized receipts audited by the commissioner.

611.15 Deposit of proceeds of subscriptions.  All funds, : : o
and the securities and documents representing interests in pa’ghetg{véoézaflrg;lrgggrssc?irggpst may not exceed 10% of the amount

erty, received by a stock corporation for stock subscriptions or by " ) )
a mutual for applications for insurance policies or for mutual bond 2: ‘Personal services.” Incorporators may be compensated for
or contribution note subscriptions shall be deposited in the na%@ reasonable value of personal services actually performed by

of the corporation with a depository approved by the commi€1€ issuance to them of shares not exceeding in value in the aggre-
sioner, subject to an escrow agreement approved by the comigfte 10% of the amount received from the subscription for shares

sioner under which withdrawals may be made only with the cof?der the organization permit.
missioner’s approval. 3. ‘Aggregate expenses and remuneration.’” The aggregate

History: 1971 c. 260; 1979 c. 102 s. 236 (14). paymentunder subds. 1. and 2. may not exceed 15% of the amount
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received for shares subscribed to under the organization perifigd in the contracts. The terms and format of any such open con-
includingthe shares purchased under s. 611.32 (1) or (2), and straltt provision must be approved by the commissioner before the
conform to the statement made under s. 611.13 (2) (e). mutual is given a certificate of incorporation.

(b) Mutuals. After issuance of the certificate of authority, (6) PROVIDERS' CONTRACTS. Any corporation under this chap-
incorporators of a mutual who have advanced money or incurted which promises in its policies to supply services in lieu of or
obligations for the reasonable and authorized expenses of oiigaaddition to indemnity, on a basis giving the insurer no option
nizationmay be reimbursed in cash from the proceeds of subschighether it will supply services or pay indemnity, shall maintain
tions for mutual bonds and contribution notes, on itemizegich contracts with providers that it can be reasonably expected
receipts audited by the commissioner. The total reimbursemghit services will be provided as promised in its contracts.
may not exceed 15% of the amount received for the bonds an¢7) RepucTionoFMINIMUM SURPLUS. The commissioner may

notes. ) by order reduce the minimum amounts of surplus required under
History: 1971 c. 260. subs. (1) and (2) if in the commissioner’s opinion the extent and
611.19 Initial capital and surplus requirements. nature of providers’ contracts under sub. (6), financial guarantees

(1) MINIMUM CAPITAL AND PERMANENT SURPLUS. The commis- and other support by financially sound private or public corpora-

sioner may by rule establish the minimum capital for a stock cd#ens, a pressing social need in a particular community for the
poration or the minimum permanent surplus for a nonassess4dBf@ation of a mutual insurance corporation to provide needed
mutual organized under this chapter. In theabs of such a rule, insurance coverage, or other special circumstances, justify the
the minimum capital or minimum permanent surplus shall goposed reduction in the required surplus. A person who will

$2,000,000 or such greater amount as the commissioner specifiegctly compete with the proposed insurer is aggrieved within the

by order. meaning of s. 601.62 (3) (a).

(2) INITIAL EXPENDABLE SURPLUS. A corporation organized  (8) HEALTH MAINTENANCE ORGANIZATION INSURER. This sec-
under this chapter shall have an initial expendable surplus, afien does not apply to a health maintenance organization insurer
payment of all organizational expenses, of at least 50% of that is subject to s. 609.96.
minimum capital or minimum permanent surplus specified undemHistory: 1971 c. 260; 1975 c. 147 s. 54; 1979 c. 261; 1985 a. 335; 1989 a. 23, 303.

sub. (1), or such other percentage as the commissioner specifies . )
by order. 611.20 Certificate of authority. (1) ApPLICATION. The cor-

(4) AssEssABLEMUTUALS. (a) Reduced permanent surplusPoration may apply for a certificate of authority at any time prior
An assessable mutual organized under this chapter need not &€ expiration of its organization permit. The application shall
a permanent surplus if the assessment liability of its policyholddp§lude a statement by a principal officer of any material changes
is unlimited. If assessments are limited to a specified amountli@thave already taken place or are likely to take place in the facts
a specified multiple of annual advance premiums, the minimu@R Which the issuance of the organization permit was based, and
permanent surplus shall be the amount that would be requife@ny material changes are proposed in the business plan, the addi-
under sub. (1) if the corporation were not assessable, reduced®jal information about such changes that would be required if an
an amount that reasonably reflects the value of the policyholde?&ganization permit were then being applied for.
assessment liability in satisfying the financial needs of the corpo-(2) Issuance. (a) The commissioner shall issue a certificate
ration. of authority, if he or she finds:

(b) Initial expendable surplusAn assessable mutual orga- 1. That cash or property authorized under s. 611.14 (1) (a) has
nized under this chapter shall have an initial expendable surpbésn received sufficient to satisfy the requirements of s. 611.19;
of at least $100,000, after payment of afjamizational expenses. 2. That there is no basis for revoking thgamization permit

(c) Initial applications; general. Except under pars. (d) andunder s. 611.16 (2); and
(€), no certificate of authority shall be issued to an assessables 1yt gl other applicable requirements of the law have been
mutual unil it has at least 400 bona fide applications for insuran

from not less than 400 separate applicants on separate risk - . . -
located in this state in each of the classes of business upon whicaj) The certificate of authority shall specify any limits placed

assessments may be separately levied. A full year's premigfhe insurance business that may be carried on by the corpora-

shall be paid with each application and the aggregate premiliif! hd may, within the powers given the commissioner by law,

shall be at least $50,000 for each such class. If at any time wiRReCify limits on its methods of operation.

the corporation is an assessable mutual, the business plan i) EFFECT. Upon the issuance of the certificate:

amended to include an additional class of business on which(a) The board shall authorize and direct the issuance of shares,

assessments may be separately levied, identical requireméotsds or notes subscribed to under the organization permit, and

shall be applicable to each additional class. of insurance policies upon qualifying applications made under the
(d) Same; worker's compensatiorzive employers or more organization permit; and

may join in the formation of an assessable mutual to write only (b) The commissioner shall authorize the release to the corpo-

worker’s compensation insurance if, instead of the requiremepision of all funds held in escrow under s. 611.15.

of par. (c), policies are simultaneously put into effect that cover at(4) ALTERATION OF CERTIFICATE OF AUTHORITY. (a) Upon

least 1,500 employees, counting no more than 300 for agypication. A corporation may at any time apply to the commis-

employer. Afull year’s premium shall be paid by each employegijoner for a new or amended certificate of authority, removing,

aggregating at least $100,000. o ~ altering or adding limits on its business or methods of operation.

_ (e) Initial surplus in lieu of initial applicationsin place of ini-  The application shall contain or be accompanied by so much of the

tial applications and premium payments for any class of businggformation in s. 611.13 (2) as the commissioner reasonably

the corporation may provide the minimum permanent surplus 8@ yires. The commissioner shall issue the new certificate as
initial expendable surplus that the commissioner would requ @guested if he or she finds:
e

for a nonassessable mutual organizing to do that class of busin That th tion’ ital and | d e t

under like conditions. The class of business shall nevertheless be™ atthe corporation's capital and surpius are a qua elo

assessable until conversion under s. 611.77 (1). support the proposed operations under the new certificate; and
(5) MUTUALS WITH OPEN CONTRACTS. A mutual organized 2. That the proposed business would not be contrary to the law

under this chapter need not have a permanent surplus if it isstfet the interests of insureds or the public.

only contracts the benefits of which may be reduced by action of(b) By commissionerlf the commissioner issues a summary

the board if assets are notf&iént to provide the protection spec-order under s. 645.21 against a corporation, he or she may also
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revoke the corporation’s certificate and issue a new one with tleebecome a domestic insurer if, after a hearing conducted in
limits the commissioner deems necessary. accordance with ch. 227, the commissioner determines that the
History: 1971 c. 260; 1979 c. 102 ss. 96, 236 (5); 1989 a. 303. requirements are unnecessary to protect policyholders and the

611.22 Accelerated organization procedure. (1) Gen- public because of the developed status of the foreign insurer.

: . 2) DOMESTIC INSURER BECOMES A FOREIGN INSURER. Upon
ERAL REQUIREMENTS. The incorporators may apply for determina: 2) I by th o d S P for i
tion of the minimum capital or minimum permanent surplus undgfprova y the commissioner, a domestic insurer may transfer its

by ! h ; - .- place of domicile to any other state in which it is admitted. As a
s. 611.19 and for a ce_rtyf,cate of authority without first obtainin ndition of approving the transfer of domicile, the commissioner
an organization permit if:

- ) may require a special deposit, reinsurance or other protective
(@) Their number is not more than 15; and measures by the insurer. After or simultaneous with the transfer
(b) They purchase for their own accounts all the shares pod-domicile, the insurer may apply under ch. 618 for authority to

posed to béssued in the case of a stock corporation, or in the ca® business 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 an insur-

initial expendable surplus by contribution notes or otherwise. er's place of domicile under sub. (1) or (2) does not affect the
(2) ConTENTSOF APPLICATION. The application for a certifi- obligations of the insurer under its existing insurance contracts or

cate of authority shall be accompanied by proof that the purchasg other existing contracts.

pricefor the shares or the proceeds of contribution notes have begfistory: 1987 a. 247.

deposited on behalf of the proposed corporation or if other thaffoss Reference:See also s. Ins 6.03, Wis. adm. code.

money are held in trust for the proposed corporation and by >3 Municipal insurance mutuals. (1) APPLICABLE

much of the information in s. 611.13 (2) as the commissioner rea; =5 on application by the organizers of a municipal insurance

sonably requires. mutual under s. 611.11 (4), the commissioner may by order, after
(3) ISSUANCE OF CERTIFICATES OF INCORPORATION AND g hearing, relax any requirements of this chapter to facilitate the
AUTHORITY. The commissioner shall issue both a certificate %rmation’ financing and governance of the mutual. In the same

incorporation and a certificate of authority if: order, the commissioner shall impose substitute requirements
(a) The commissioner finds that all requirements of law hadesigned to implement the purposes of s. 611.02 (2) as elaborated
been met; in this chapter.

(b) The commissioner is satisfied that all natural persons who(2) REGULATION. Except as provided in sub. (3), the provi-
are incorporators, the directors and principal officers of corporaiens of chs. 600 to 646 that apply to other mutuals organized or
incorporators, and the proposed directors and officers of the cgperating under this chapter apply also to municipal insurance
poration being formed are trustworthy and competent and collggutuals.
tively have the competence and experience to engage in the partid:3) INAPPLICABLE PROVISIONS. Chapters 604 to 607, 612 to
ular insurance business proposed; and 619,625 and 646 do not apply to such mutuals. The commissioner

(c) The commissioner is satisfied that the business plan is cBtaY by order, after a hearing, exempt such a mutual from any
sistent with the interests of the corporation’s potential insure@er provisions on a finding that they are unnecessary for the
and of the public. protection of the interests of the municipalities and their citizens.

: P History: 1977 c. 346; 1979 c. 89; 1981 c. 20 s. 2202 (26) (c); 1995 a. 197.
R (4) LEG.AL EXISTENCE. U_pon the issuance of the.' certificate Of. NOTE: Chapter 346, laws of 1977, which created this section, has an extensive
incorporation the legal existence of the corporation shall begigte explaining the section.
the articles and bylaws shall become effective and the proposed ]
directors and officers shall take office. The certificate shall 8d1.24 Segregated accounts in general. (1) MANDA-

conclusive evidence of compliance with this section, except if@RY SEGREGATEDACCOUNTS. A corporation shall establish segre-
proceeding by the state against the corporation. gated accounts for the following classes of insurance business, if

History: 1971 c. 260; 1991 a. 316. it also does other classes of insurance business:

(a) Mortgage guaranty insurance;

(am) Unless the corporation is exempted by the commissioner
by rule or order, financial guaranty insurance, if the corporation
ggémmences this class of insurance business on or after March 25,

611.223 Transfer of an insurer’s place of domicile.

(1) FOREIGNINSURERBECOMESA DOMESTIC INSURER. (a) A for-
eign insurer which desires to becondoanestic insurer may sub-
mit to the commissioner an application for a certificate of incorp 88 or if th : i this ol f busi
ration and a certificate of authority. The application shall comphy oo OF If the corporation engages in this class of business on or
with par. (b) and shall include or have attached any other relev gr Noyember 1, 19,88’ ar,'d . . . .
documents or information that the commissioner reasonably(b) Life insurance including fixed and variable annuities. Dis-
issue a certificate of incorporation and certificate of authority if (2) OPTIONAL SEGREGATEDACCOUNTS. With the approval of

the commissioner determines that all of the following are satf§€ commissioner, a corporation may establish a segregated
fied: account for any part of its business. The commissioner shall

1. The applicant is in compliance with the provisions of Chgpprove unless he or she finds that the segregated account would

600 to 655 that apply to domestic insurers. e %ongfry to the law or to the interests of any class 2‘ in;ureds.
2. The directors and officers of the applicant are trustwor?( ) SPECIALPROVISIONSFORSEGREGATEDACCOUNTS. (8) Capi-

.and surplus.The commissioner shall specify in the certificate

and competent and collectively have the competence and exp Ialuthority of a newly organized corporation the minimum capi-

ence to engage in the par.tlcular. msurapce busilness propose al or the minimum permanent surplus and the initial expendable
3. The proposed business is consistent with the interests@fpius to be provided for each segregated account. If a segre-
insureds and the public. gated account is established after a certificate of authority has
(b) The commissioner shall by rule specify the required cobeen issued, the commissioner shall require the corporation to
tentsand form of an application submitted under par. (a). In detérave and maintain an adequate amount of capital and surplus in
mining the required contents, the commissioner shall consider the segregated account.
information and documents which will permit the commissioner () |dentification. Theincome and assets attributable to a seg-
to determine whether the requirements of par. (a) 1. to 3. are sa#igrated account shall always remain identifiable with the particu-
fied. lar account but unless the commissioner so orders, the assets need
(c) The commissioner may by order relax one or more of thet be kept physically separate from other assets of the corpora-
requirements ahis subsection for a foreign insurer which desiregon. The income, gains and losses, whether or not realized, from
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assets attributable to a segregated account shall be credited &ldr26 Subsidiaries. (1) INSURANCE SUBSIDIARIES. An
charged against the account without regard to other income, gassirance corporation may form or acquire subsidiaries to do any
or losses of the corporation. lawful insurance business. There is no limit on the amount of

(c) Charges. Except under par. (e), assets attributable to a sd@estment irsuch subsidiaries except that the commissioner may
regatecaccount shall not be chargeable with any liabilities arisilg order or rule establish a limit and, for purposes of ss. 623.11 and
out of any other business of the corporation, nor shall any as$&3-12, the total value of the outstanding shares of such a subsid-
not attributable to the account be chargeable with any liabilitisy shall be deemed to equal the amount of surplus possessed by
arising out of it, except under par. (i). the subsidiary in excess of its security surplus, as determined by

(d) Incidental businessincidental business done by a corporaf—he commissioner under s. 623'12'. .
tion under s. 610.21 may be done under the general accoun of2) |NVESTMENT SUBSIDIARIES. AN insurance corporation may
under any segregated account approved by the commissiolfdfn Or acquire subsidiaries to hold or manage any assets that it
Expenses and income for such business shall be allocated anfBigt hold or manage directiithere is no limit on investment in
the general account and all segregated accounts in accord subsidiaries except that imposed by s. 620.23 (3).
with generally accepted accounting principles. (3) ANCILLARY SUBSIDIARIES. (&) Authorization. An insur-

(e) Delinquency proceedingsEach segregated account Sha@mce_ corporation may form or acquire subsidiaries to perform
be deemed an insurer within the meaning of s. 645.03 (1) (f). ctions or provide services tha(t) are ancillary to its insurance
liquidationorder under s. 645.42 for the general account or for afi erz_aél_ons. It mlay har:/e up to 10% of 'tg aSSc?tS |nves|ted n .sé’Ch
segregated account shall have effect as a rehabilitation o psidiaries, unless the commissioner by order or rule provides
under s. 645.32 for all other accounts of the corporation. Clai Erwise. o . .
remaining unpaid 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, if any, ineipaged principally in one or more of the following:
of thecorporation’s assets that are not liquidated, and the rehabili- 1. Acting as an insurance agent.
tator may transform the liens into ownership interests under s. 2. Investing, reinvesting or trading in securities, or acting as
645.33 (5). a securities broker, dealer or marketing representétiviés own

(f) Ownership. Assets allocated to segregated accounts are @ieount or for the account of any affiliate.
property of the corporation, which is not and shall not hold itself 3. Managing of investment companies registered under the
out to be a trustee of the assets. federal investment company act of 1940, as amended, including

(g) Common assetsA corporation may own a particular assetelated sales and services.
in determinate proportions for segregated accounts, for its general4. Providing investment advice and services.
account or as a trustee when acting as such within its legal powerss  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 accouaisstion.
the general account and any trust accounts of the corporation. g Providing services related to insurance operations, includ-

(i) Expenses and serviceShe general account of the corporaing accounting, actuarial, appraisal, auditing, claims adjusting,
tion, or any segregated account, may for a fair consideration pgotlection, data processing, loss prevention, premium financing,
vide guarantees in connection with, perform services for or regafety engineering and underwriting services.
sure other accounts, subject to rules promulgated by the 7. Holding or managing property used by the corporation

commissioner. Generally accepted accounting principles afidne or with its affiliates for the convenient transaction of its
realistic actuarial tables may be considered to ascertain what j§,8iness.

fair consideration. - . .
History: 1971 c. 260: 1979 c. 102 s, 236 (5); 1979 ¢. 109: 1981 . 314 s. 146; 19g7.5:. Froviding such other services or performing such other

a. 167. activities as the commissioner may declare ancillary by rule.
. . 9. Owning corporations which would be authorized as subsid-
611.25 Special provisions for separate accounts for iaries under subds. 1. to 8. and under subs. (1) and (2).

variable contracts. (1) TERMINOLOGY. Separate accounts 4y OryegrsussipiaRIES. An insurance corporation may form
under this section form a special category of segregated accm?p

h h cquire other subsidiaries than those under subs. (1) to (3). The
and may be designated by any appropriate name the corporafioflsiment in such subsidiaries may be counted toward satisfac-
wishes to use. _ o tion of the compulsory surplus requirement of s. 623.11 and the

(2) FormatioN. With the approval of the commissioner, anecyrity surplus standard of s. 623.12 to the extent that the invest-
corporationmay establish one or more separate accounts and al{Qsnt s a part of the leeway investments of s. 620.22 (9) for the
cate tathem any amounts paid or remitted to or held by the corpgst $200,000,000 of assets or to the extent that the investment is
ration under designated contracts or classes of contracts Whygfhin the limitations under s. 620.23 (2) (a) and (b) for other
amounts are to be applied to provide benefits payable partlyQkets. The commissioner may limit investment in subsidiaries
wholly in variable dollar amounts. Such amounts may also Pgder this subsection by rule or order. Unless approved by the

applied toprovide benefits in fixed and guaranteed dollar amourkgmmissioner, amsurance corporation may not do any of the fol-
and other incidental benefits. lowing:

®) S'|° EC".\LhR'ﬁHTngND PIR.OCEDURES-TO the extent ne?elsgaf:gy (a) Invest in one or more subsidiaries more than 10 percent of
to comply with the federal investment company act o ' S assets or 50 percent of its capital and surplus, whichever is less.

now or later amended, or any rules issued thereunder, the corporggb) Invest in one or more subsidiaries to the extent that the

tion may adopt special procedures for the conduct of the busines , X ; X .
and affairs of a separate account, and may, for persons hayig"e" S capital and surplus with regard to policyholders will not
' | eteasonable in relation to the insurer’s outstanding liabilities or

beneficial interests therein, provide special voting and ot E.gequate to meet the insurer’s financial needs.

rights, including special rights and procedures relating to inve . . hall
ment policy, investment advisory services, selection of certified () NOTICETO COMMISSIONER. An insurance corporation sha

public accountants, and selection of a committee, the member@i7y the commissioner promptly of the formation or acquisition

which need not be otherwise affiliated with the corporation, £ @y subsidiary under this section.
P History: 1971 c. 260; 1979 c. 279 s. 9; 1981 c. 307; 1999 a. 30; 2003 a. 261; 2007

manage the business and affairs of the account. a 170,
(4) APPLICABLE GENERAL PROVISIONS. Separate accounts ) .

under this section are subject to s. 611.24 (3). 611.28 Changes in business plan. (1) DEVELOPMENT
History: 1971 c. 260. sTAGE. Within 5 years after the initial issuance of a certificate of
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authority no substantial change, alteration or amendment mayckass ofany equity security of a domestic stock insurance corpora-
made in the business plan and the insurer may not substantitidy, or who is a director or officer thereof, shall file in the office
deviate from it unless notice of the proposed change is filed widhthe commissioner within 10 days after becoming a beneficial
the commissioner 30 days in advance of the proposed effectovener or a director or officer, and within 10 days after the close
date. The commissioner may defer the effective date for an addiany calendar month thereafter in which there has been a change
tional period not exceeding 30 days by written notice to the corpio- his or her ownership or office, a statement in the form pre-
rationbefore expiration of the initial 30—-day period. The commisscribed by the commissioner,tb office and of all equity securi-
sioner maywithin the 30—day period or its extension, prohibit théies of the company of which the person is the beneficial owner,
proposed action if it is contrary to law or to the interests ahd of all changes in either.

insureds, creditors or the public in this state. (b) For the purpose of preventing the unfair use of information
(2) CoNTINUING CONTROL. The commissioner may by rule orwhich may have been obtained by such a beneficial owner or by
order specify portions of the business plan to which the requikedirector or officer because of his or her relationship to the corpo-

ment of sub. (1) shall apply even after the initial 5-year period,ition, any profit realized by him or her from any purchase and
he or she finds after a hearing that it is required to protect the int@{te or sale and purchase of any equity security of the corporation
ests of insureds, creditors or the public in this state. within any period of less than 6 months, unless the security was

History: 1971 c. 260; 1979 ¢. 102 s. 236 (5); 1991 a. 316. acquired in good faith in connection with a debt previously con-

611.29 Amendment of articles. (1) RIGHT TO AMEND ARTI- tracted, shall be recoverable by the corporation, irrespective of
CLES. A stock corporation may amend its articles under sa0y intention by the beneficial owner, director or officer in enter-
180.0726, 180.1001 to 180.1007, 180.1706, 180.1707 dR@E into the transaction to hold the security purchased or not to
180.1708 (4) and a mutual may amend its articles under &urchase theecurity sold for a period exceeding 6 months. Suit
181.1001, 181.1002 (1), 181.1003, 181.1005 and 181.108®recover the profit may be instituted in any court of competent
except that papers required by those sections to be filed with itigsdiction by the corporation, or if the corporation fails to bring
department of financial institutions shall instead be filed with tilit within 60 days after request or fails to prosecute it diligently
commissioner.Subject to sub. (3), the stock corporation or mutughereafter by the owner of any security thereof, in the name and
may amend its articles in any desired respect including substarifidtehalf of the corporation; but no such suit may be brought more
changes of its original purposes. No amendment may be métRn 2 years after the date the profit was realized. This paragraph
contrary to s. 611.12 (1) to (3). does notover any transaction where the beneficial owner was not
(2) FILNG. For 5 years after the initial issuance of a certificag@ch both at the time of the purchase and sale, or the sale and pur-
of authority, proposed amendments of the articles which are §8@se, of the security involved, nor does it cover any transaction
changes in the business plan shall be filed with the commissionéich the commissioner by rule exempts as not comprehended
at least 30 days before the amendment is submitted to the shéf#n the purpose of this paragraph.
holders or policyholders for approval, or if such approval is not (c) It is unlawful for any director or officer, or any beneficial
required, at least 30 days before the effective date. ownersubject to par. (a), to sell any equity security of the corpora-
(3) ARTICLES OF AMENDMENT; MUTUALS. In addition to the tion, directly or indirectly, unless the director, officer or beneficial
requirements of s. 181.1005, the articles of amendment opwiner or the director’s, officer’s or beneficial owner’s principal
mutual shall, if mail voting is used, state the number of policpwns the security sold and either delivers it within 20 days after
holders voting by mail and the number of such policyholders vdfe sale or deposits it within 5 days after the sale in the mails or
ing for and against the amendment. other usual 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

become effective until the articles of amendment have been figepd faith the person was unable to deliver or deposit the securi-
with the commissioner. ties within the specified times, or could only have done so with

(5) EFFECT OF AMENDMENT OF ARTICLES. Section 180.1009 Unreasonable inconvenience or expense.
applies to stock corporations and s. 181.1008 applies to mutuals(d) Paragraph (b) does not apply to a purchase and sale or sale
History: 1971 c. 260; 1989 a. 303; 1997 a. 79. and purchase and par. (c) does not apply to a sale of any equity
security of alomestic stock insurance corporation not then or ear-
lier held by him or her in an investment account, by a dealer in the

SUBCHAPTER Il ordinary course of his or her business and incident to his or her

establishment or maintenance of a primary or secondary market

SECURITIES OF DOMESTIC INSURANCE (otherwisethan on an exchange as defined in the federal securities
CORPORATIONS exchangect of 1934) for the security. The commissioner may by

rule define and prescribe terms and conditions with respect to
611.31 Securities regulation. (1) ReGISTRATION. NO secu- securities held in an investment account and transactions made in
rities issued by a domestic insurance corporation may be sold ordinary course of business and incident to the establishment
or for the corporation unless they are registered or exempt frefimaintenance of a primary or secondary market.

registration under ch. 551. ", _ (e) Paragraphs (a) to (c) do not apply to foreign or domestic
_ (2) APPROVAL BY COMMISSIONER. Securities of a domestic grpjtrage transactions unless made in contravention of rules the
insurancecorporation may not be registered under ch. 551 withogts1ymissioner adopts in order to carry out this subsection.

prior approval of the commissioner of insurance. Issuance of an : .
organization permit under s. 611.13 constitutes such approval fg g)or';ﬁg?]girf?phs (a) to (c) do not apply to equity securities of a

the securities described in the permit. . i ) )
(3) HoLbING companies. No issuer of securities which is 1. The securities are registered, or are required to be regis-

being organized in this state or elsewhere solely or partly for ﬁed, pursuant to S. 12 of the federal securities exchange act of
purpose of organizing a corporation under this chapter may regig34: s amended; or ) _ _
ter or sell its securities in this state unless it obtainsganaration 2. The corporation did not have any class of its equity securi-
permit under s. 611.13. No security may be registered or soldigsheld of record by 100 or more persons on the last business day
this state if there is any representation that an insurer will be orgéthe year preceding the year in which equity securities of the cor-
nized or purchased in this state with the proceeds of the s&ration would otherwise be subject to pars. (a) to (c).
unless the issuer obtains an organization permit under s. 611.13(g) In this subsection “equity security” means any stock or
(4) INSIDERTRADING OF SECURITIES. (a) Every person who is similar security; or any security convertible, with or without con-
directly or indirectly théoeneficial owner of more than 10% of anysideration, into such a security, or carrying any warrant or right to
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subscribe to or purchase such a security; or any such warranésmrow of the shares opartion thereof would not, in the commis-

right; or any other security which the commissioner deems to §iener’s opinion, endanger the interests of insureds or the public.

of similar nature and designates as an equity security by rules pro¢5) OpTIONS TO PURCHASE STOCK. For 3 years after the

mulgated in the public interest or for the protection of investorissuance ofhe certificate of authority, an option to purchase stock
(5) Proxy soLiciTATION. No person may, in contravention ofmay be issued only pursuant to a plan approved by the commis-

rules the commissioner promulgates for the protection of invesoner.

tors or the public, solicit or permit the use of his or her name tdistory: 1971 c. 260; 1979 c. 102 s. 236 (5); 1989 a. 303; 1991 a. 316.

solicit any proxy or consent or authorization in respect of a

equity security of a domesiic stock corporation having 100 ) Classes of sharesThe articles of a stock corporation shall

more shareholders of record. X . ;
(6) EFFECTOF RELIANGE ON COMMISSIONER'SRULE. NO provi- authorize the kinds of shares required by s. 180.0601 (3) and may
: p authorizeany kind of shares permitted by ss. 180.0601 (1), (2) and

sion of sub. (4) imposing any liability applies to any act done px) 180 0602 and 180.0603, or of stock rights, and options per-
omitted in good faith in conformity with any rule of the commisgitteq by s. 180.0624, except that:

sioner, even if the rule is, after the act or omission, amended or

; ) P ; 1. Until one year after the initial issuance of a certificate of
irr?\?g;i%decj or determined by judicial or other authority to baeuthority,the corporation may issue no shares and no other securi-

7 E A contract f bscriotion t th ties convertible into shares except for a single class of common
( k)1 FFE?T%FV'OLAT'ON' contract for su g SCrp '.°|n oor feslock that satisfies s. 180.0601 (3) and, with the approval of the
purchase of shares in any corporation made in violation of thigy missioner, oterms that he or she considers fair, a single class

favor of the corporation or the insider, except that the contract ﬁbreferred stock for sale to no more than 15 shareholders;
P ! P 2. After the first year and within 5 years after the initial

?;a;l:ge?nd enforceable in favor of the corporation against ?snsuance of a certificate of authority, no additional classes of

History: 1971 c. 260: 1979 c. 102 ss. 97, 236 (13). shares may be issued, except after approval of the commissioner,
Cross Reference:See also ss. Ins 6.41, 6.42, and 6.43, Wis. adm. code. W0 may approve only if he or she finds that existing shareholders
will not be prejudiced.
611.32  Promoter stock. (1) MANDATORY PURCHASE. Dur- (b) Fractional shares or scrip.No fractional shares may be
ing the period of effectiveness of the organization permit thesyed. Subject thereto, s. 180.0604 applies.

incorporators, directors, and principal officers of a stock corpora- : . o .
tion shall among themselves subscribe and pay, at the public qu? (c) Consideration for shares, certificates and transfer restric

ing price, at least $100,000 in cash or in property of equivalen#ns' S-ect}(.)ns 180.0621 and 180.0625 to 180.0627 apply.
value approved by the commissioner, for shares offered by d) Liability of shareholders, transferees and otheBection
corporation under the organization permit. 0.0622 applies. o _

(2) RESTRICTIONSON ISSUANCE. (a) No person may subscribe_(€) Shareholders’ preemptive rightsSections 180.0630 and
for promoter stock on terms more favorable than those on whit#0-1705 apply. _
subscriptions are being solicited from the general public. (2) MutuaLs. (a) Mutual bonds. The articles of a nonasses-

(b) Except under this section and s. 611.18 (2) (a) 2., and ex le mutual may authorize mutual bonds of one or more classes
for stock dividends, no promoter stock may be issued for 5 yedf shall specify the amount of each class of bonds the corporation
following the initial issuance of the certificate of authority, with!> 2uthorized to issue, their designations, preferences, limitations,
out the approval of the commissioner which may be granted by Fﬁ&es of interest, relative rights and other terms, subjélé tfol-

commissioner only if he or she finds that: owing pro.v|5|ons:. o .
1. During the first year after the initial issuance of a certificate

1. The corporation is in need .Of additional capl_tal; gnd of authority, the corporation may issue only a single class of bonds
2. The value proposed to be given for the stock is fair to exigfyp, identical rights;

ing shareholders and has a reasonable relation to the current valu

of the out.standlng shares. . issuance of a certificate of authority, additional classes of bonds
(c) This subsection shall not affect the exercise of preemptiygy pe authorized after approval of the commissioner, who shall

rights. . approve if he oshe finds that policyholders and prior bondholders
(3) RESTRICTIONSON TRANSFER. (&) Deposit in escrowShares wjill not be prejudiced:;

of promoter stock and any stock received thereon as the result of3 116 rate of interest shall be fair and reasonable: and
a stock dividend, stock split or exercise of preemptive rights shall '
be deposited in escrow with a depository satisfactory to the coms,
missioner under an agreement providing that the shares may Bot, " due and payable, subject to par. (d)

be transferred without the approval of the commissioner. N ’ _—
(b) Contribution notes.Any mutual may issue contribution

(b) Release from escrowif the corporation issues any life . P .
. ey B . ! es if the commissioner approves. The commissioner may
insurance policies, any shares subject to this section shallgé rove only if he or she finds that:

released from escrow 5 years after issuance of the certificate . . . S
authority. Inother cases, the shares shall be released from escr%l' Thde notes v;nll.not be [ﬁsgjed l?ddenomlnaﬂons 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

1.33 Authorized securities. (1) STOCK CORPORATIONS.

9. After the first year but within 5 years after the initial

4. The bonds shall bear a maturity date not later than 10 years
the date of issuance, when principal and accrued interest

plus” means the balance of the net profits, income, gains wed; _ ) _ )
losses of a corporation from the date of incorporation. 3. The notes will not be the subject of a public offering;

(b) Conditions. Approval of the transfer of promoter stock 4. Their terms are not prejudicial to policyholders, holders of
under sub. (3) (a): mutual bonds or of prior contribution notes; and

1. Shall be granted upon request if the corporation has madeS. The mutual’s articles or bylaws do not forbid their issuance.
an addition to earned surplus in each of the 2 immediately preced{c) Prohibited transactionsNo mutual may:
ing years of at least 6% of the capital raised by the sale of sharesy  |f it has any outstanding obligations on mutual bonds or
under the organization permit; and contribution notes, borrow on contribution notes from, or sell
2. May be granted upon a showing of hardship by the shabends to, any other insurer fitut approval of the commissioner;
holder or the shareholder’s estate or legatee, if the release fimm
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2. Make any loan to another insurer except a fully securéiil.42 Mutual policyholders’ voting rights. (1) Gen-
loan at usual market rates of interest. ERAL. Subject to this section and s. 611.53, ss. 181.0701,

(d) RepaymentPayment of the principal or interest on mutual81.0702, 181.0705 (1) to (4), 181.0722 (1) to (3), 181.0723,
bonds or contribution notes may be made in whole or in part oA#§1.0724 and 181.0727 apply to mutuals.
after approval of the commissionékpproval shall be givenifall ~ (1e) CouRT-ORDEREDMEETINGS. (@) The circuit court for the
financial requirements of the issuer to do the insurance businesanty where a mutual’s principal office is located, or, if the
it is then doing will continue to be satisfied after payment andrifutualdoes not have its principal office in this state, where its reg-
the interests of its insureds and the public are not endangeredistired office is located, magfter notice and an opportunity to be
the event of liquidation under ch. 645 unpaid amounts of princigalard, order a meeting to be held on petition of a policyholder of
and interest on contribution notes shall be subordinated to the g mutual who meets any of the following conditions:
ment of principal an.d interest on any mutual bonds issued by the | The policyholder is entitled to participate in an annual
corporation at any time. meeting and the annual meeting has not been held within 15
(e) Other obligations. Nothing in this section prevents amonths after the mutual’s last annual meeting.
mutual from borrowing money on notes which are its general 5 The policyholder has signed a demand for a special meet-
obligations, nor from pledging any part of its disposable ass¢{g that meets the requirements of s. 181.0702 and the mutual has
therefor. failed to do any of the following:

History: 1971 c. 260; 1973 c. 184; 1979 c. 102 ss. 98, 236 (5); 1989 a. 303. . . . . -
o ¢ ¢ ¢ 5 ©) é a. Give notice of the special meeting within 30 days after the
611.34 Corporate repurchase of shares. No stockcorpo- date that the demand was delivered to the mutual.

ration may repurchase any of its own shares within 5 years after b, Hold the special meeting in accordance with the notice.

initial issuance of the certificate of authority, except pursuant to b) The court may fix the time and place of the meeting. The

a plan for the repurchase which has been approved by the cOm@iiit shall require that the meeting be called and conducted in
sioner. After 5 years a stock corporation may repurchase its Offordance with the mutual's arficles of incorporation and

shares under ss. 180.0631, 180.0640 and 180.1708 (2), but wi : :
10 days after the end of any month in which it purchases more t %msngm sdar as possible, except that the court may do all of the

one per cent of any class of its outstanding shares the corporation ; . - .
shall report the price and the names of the registered sha\reholderéL Fix the quorum required for specific matters to be consid-
from whomthe shares are acquired and of any other persons bef&d athe meeting or direct that the votes represented at the meet-
ficially interested, so far as the latter are known to the corporatig#g constitute a quorum for action on those matters.
The corporation shall make a like report within 10 days after the 2. Enter any other orders necessary to accomplish the purpose
end of any 3-month period in which it purchases more than Bfthe meeting.
of any class of its outstanding shares or within 10 days after the(1m) RecoORDDATE. Section 181.0707 applies to mutuals.
end of any 12-month period in which it purchases more than 5%(2) VoTinG RIGHTS. (a) Mandatory voting rights.Policyhold-
of any class of its outstanding shares. ers in all mutuals have the right to vote on conversion, voluntary
History: 1971 c. 260; 1989 a. 303. dissolution,amendment of the articles and the election of all direc-
611.36 Number of shareholders. Section 180.0142 applies0rS €xcept public directors appointed under s. 611.53 (1). Direc-
to stock corporations for purposes of this chapter. tors may be divided into classes, and in that case one class shall
History: 1989 a. 303. be elected at least every 4 years for terms not exceeding 6 years.
(b) Optional voting rights.The articles of any mutual may give
the policyholders additional voting rights.
SUBCHAPTER IV (3) VorinG PROCEDURES. The articles or bylaws shall contain
rules governing voting eligibility consistent with sub. (2) and vot-
MANAGEMENT OF INSURANCE CORPORATIONS ing procedures. No amendment to the rules may be effective until
at least 30 days after it has been filed with the commissioner.
611.40 Shareholders’ meetings. (1) MEETINGS,NOTICES, (4) MEETINGSAND ELECTIONS. (@) The articles may provide
QUORUMSAND VOTING. Sections 180.0701 to 180.0703, 180.070%9r regular or special meetings of the policyholders, or elections
180.0721 to 180.0727 and 180.1708 (3) apply to stock corpoialieu of meetings.
tions. Each director of a stock corporation shall be elected by a(b) Notice of the time and place of regular meetings or elec-
plurality ofthe votes cast by the shares entitled to vote in the eléiens shall be given to each policyholder by printing it conspicu-

tion at a meeting at which a quorum is present. ously on each policy or in such other reasonable manner as the
(2) RECORDDATE AND VOTING LISTS. Sections 180.0707 and commissioner approves or requires.

180.0720 apply to stock corporations. (5) REPRESENTATIVEASSEMBLY. The articles may provide that
(3) VortING TRusT. Sections 180.0730 and 180.0731 apply teepresentatives or delegates be selected by the policyholders to

stock corporations. represent specific geographical districts, or otherwise to represent
History: 1971 c. 260, 307; 1973 c. 184; 1989 a. 303; 1997 a. 35. defined classes of policyholders, determined on a reasonable

basis. After the representative assembly has been selected by the
policyholders, the assembly may choose replacements for mem-
bers unable toomplete their terms, if the articles so provide. The

prescribe that copies of specified classes of communications qre of a representative shall be treated as the vote of the policy-

; : Iders he or she represents.

culated generally by a corporation to shareholders or policyholdz, oo ™ 071 0, 155)79 c. 102 s. 236 (5); 1997 a. 79.
ers shall be communicated to the commissioner at the same time.

(2) ATTENDANCE AT MEETINGS. The commissioner has the611.43 Annual report to mutual policyholders. Every
right to attend any shareholders’ or policyholders’ meeting. domestic mutual shall send to each policyholder requesting it an

(3) ExcepTION. Subsection (2) and, so far as it relates to corannual report which shall contain basic financial and operating
munications to shareholders, sub. (1) do not apply to stock corpata, information about important business and corporate devel-
rations all of whose voting shares are owned by a single persgmments, and such other information as the corporation wishes to
or all of whose shareholders are either members of the board oiirazkide or as the commissioner by rule requires to be included in
represented on it. order to keep policyholders properly informed.

History: 1971 c. 260; 1979 c. 102 s. 236 (21). History: 1971 c. 260.

611.41 Communications to shareholders or policy-
holders and commissioner’s attendance at meetings.
(1) CoPIESOF COMMUNICATIONS. The commissioner may by rule
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611.51 Board of directors. (1) GENERAL. Subject to this chapter and all of its directors and officers may be punished for
section, ss. 180.0801 and 180.0802 apply to stock corporatienatempt of court for disobedience of the order.

and ss. 181.0801 (1) and (2) and 181.0802 apply to mutuals.  (b) Form of books, records or minutedny books, records or
(2) NumBER OF DIRECTORS. (@) General. Except under pars. minutes may be in written form or in any other form capable of
(b) and (c), a corporation shall have at least 5 directors if no megging converted into written form within a reasonable time.
t_han one director is an employe_e or representative of the corporage) Records of policyholders entitled to votany provision
tion, and shall have at least 9 directors in other cases. of this chapter or of any articles or bylaws of a mutual, which
(b) New corporations. During the first 5 years after initial requires the keeping of records concerning the names and
issuance of a certificate of authority, a corporation shall haveagidresses of policyholders entitled to vote shall be deemed to be
least 5 directors. complied with by the keeping of a record of the names of policy-
(c) Exception. The commissioner may by order reduce thkolders andhe names and addresses of insureds or persons paying
number of directors required under this subsection, if he or giremiums. Any such provision which requires the mailing or
finds that it would be an unreasonable burden on the corporatigmding ohotices, reports, proposals, ballots or other materials to
to comply with the requirement and that the interests of policgelicyholders shall be deemed to be complied with if mailing

holders and shareholders can be otherwise protected. thereof is made to the insured or the person paying premiums on
(3) InsiDE DIRECTORS. Employees and representatives of &€ policy for delivery to the policyholder.
Corporation may not Constitute a majority Of |ts board_ History: 1971 c. 260; 1975 ¢. 373; 1979 c. 102 ss. 99, 236 (5); 1983 a. 321 s. 5;

4) SU Sub 1989 a. 303, 308, 359; 1991 a. 16; 1997 a. 35, 79.
( ) BSIDIARIES AND CLOSELY HELD CORPORATIONS. SUDS€EC- Legislative Council Note to (2) (a), 1975This amendment accommodates the

tions(2) (a) and (3) do not apply to an insurance subsidiary auteeds of small corporations while continuing to satisfy the purposes for having large
rizedunder s. 611.26 (l) nor to a stonkurance Corporation more boards, aexplained in the note to s. 611.51 (2) (a) in chapter 260, laws of 1971. [BIill
than 95% of whose outstanding shares entitled to vote are owned S]
by a single person or all of whose voting shareholders are eithe1.52 Election and removal of directors and officers
members of or are individually represented on the board.  of stock corporations. (1) RESIGNATION AND REMOVAL OF
(5) CLassIFICATION OFDIRECTORS. If directors are divided into orricers. Sections 180.0843 and 180.0844 apply to stock corpo-
classes by the articles or the bylaws, no class may contain fevegions.
than 3 merhers. Subject thereto, s. 180.0806 applies to stock cor-(2) ELection. At each annual meeting of shareholders, the
porations. shareholders shall elect directors to hold office until the next
(6) UnLawruL DELEGATION. The board shall manage the busisucceedinginnual election except as provided in sub. (3) or under
ness and affairs of the corporation and may not delegate its poset80.0806. Each director shall hold officethe term for which
or responsibility to do so, except to the extent authorized by ke. or she is elected and until his or her successor is elected and
180.0841, 181.0841, 611.56 and 611.67. qualified if qualification is required. Section 180.0804 applies to
(7) QUORUM AND VOTING. Section 180.0824 applies to thed stock corporation.
board of a stock corporation and s. 181.0824 applies to the boar@3) RESIGNATION AND REMOVAL OF DIRECTORS. Sections
of a mutual except as modified by s. 611.60. 180.0807 to 180.0810 apply to stock corporations.
(8) PLACE AND NOTICE OF DIRECTORS' MEETINGS. Sections  History: 1971 c. 260; 1973 c. 184; 1979 c. 102; 1989 a. 303.

180.0820, 180.0822 and 180.0823 apply to stock corporatioggy 53 Selection and removal of directors and officers
Sections 181.0820, 181.0822 and 181.0823 apply to mutualSpf mytuals. (1) PUBLIC SELECTIONOF DIRECTORS. The articles
(9) Books AND RECORDS. (&) Stock corporations.Sections  of a mutual may provide that any number of the directors shall be
180.1601 to 180.1620 apply to stock corporations. public directors chosen under a plan proposed by the corporation
(am)Mutuals. 1. Each mutual shall keep correct and completd approved by the commissioner. The plan shall be designed to
books and records of account and shall also keep minutes ofdbsure true public representation on the board. The persons to be
proceedings of its policyholders, board of directors and commitsminated as directors shall be persons whose insurance business
tees having any authority of the board of directors. Each mutgalgeneral experience qualifies them to serve responsibly and
shall keep at its principal office or at the office of its secretaryimpartially.

record giving the names and addresses of policyholders entitleq2) EiecTion oF bIRECTORS. Directors not to be chosen under
to vote, or records showing where such information can Bgb. (1) shall be elected by the policyholders.

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

2. Except for the records of the names and addresses of Plibject to subs. (1) and (2), ss. 181.0807 and 181.0811 apply to
cyholders entitled to vote, all relevant books and records okanutual. A director may be removed from office for cause by an
mutual may be inspected by any policyholder or the policyholgffirmative vote of a majority of the full board at a meeting of the
er’s agent or attorney for any proper purpose at any reasonajd@rd called for that purpose.
time. Inspection of the records of the names and addresses of p0|I(4) RESIGNATION, VACANCIES AND REMOVAL OF OFFICERS. Sec-
cyholders of mutuals entitled to vote shall be permitted only fﬂf)ns 181.0843 and 181.0844 apply to a mutual.
the purpose of communicating with other policyholders wit History: 1971 c. 260; 1997 a. 79.
regard to the nomination and election of candidates for the board
or other corporate matters which may be submitted to a vote of #4.54 Supervision of management changes.
policyholders. No person may, directly or indirectly, use ant) REPORTOFSELECTION. (&) General. The name of any person
information so obtained for any other purpose. selected as @irector or principal officer of a corporation, together

3. In any pending action or proceeding, or upon petition,V\élth such pertinent biographical and other data as the commis-
court of record in this state may, upon notice fixed by the cougtoner requires by rule, shall be reported to the commissioner
hearing and a showing of proper cause, and upon suitable teff§iediately after the selection.
order any books and records of account, minutes and records ofb) New corporations.For 5 years after the initial issuance of
policyholders of a mutual and any other pertinent documentsarcertificate of authority to a corporation, the commissioner may
the mutual’'s possession, or transcripts from or duly authenticateithin 30 days after receipt of a report under par. (a) disapprove
copies thereof, to be brought within this state and kept at swty person selected who fails to satisfy the commissioner that the
place and for such time and for such purposes as may be dgsggson is trustworthy and has the competence, experience and
nated inthe order. A mutual failing to comply with an order undeireedom from conflict of interest necessary to discharge his or her
this subdivision is subject to involuntary dissolution under thigsponsibilities.
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(2) ReporTOF REMOVAL. Whenever a director or principal 611.56 Committees of directors. (1) APPOINTMENT. If the
officer of a corporation is removed under s. 180.0843 (2rticles obylaws of a corporation so provide, the board by resolu-
181.0843 (2) or 611.53 (3), the removal shall be reported to tien adopted by a majority of the full board may designate one or
commissioner immediately together with a statement of the reaere committees, each consisting of at least 3 directors serving at
sons for the removal. the pleasure of the board. The board may designate one or more

(3) RemovAaL BY commisSIONER. If the commissioner finds, directors as alternate members of any committee to substitute for
after a hearing, that a director or officer has a conflict of intereahy absent member at any meeting of the committee. Any com-
is incompetent, untrustworthy or has willfully violated chs. 600 t@ittee under this section may include one or more nonvoting
646, a rule promulgated under s. 601.41 (3) or an order iss@géimbers who are not directors. The designation of a committee
under s601.41 (4), and that the conflict of interest, incompetenggd delegation of authority to it shall not relieve the board or any
or the violation endangers the interests of insureds or of the puliector of any responsibility imposed by law.
the commissioner may order that the director or officer be
removed.

History: 1971 c. 260; 1979 c. 89, 102; 1989 a. 303; 1997 a. 79.

(2) DELEGATION; MAJOR cOMMITTEES. When the board is not
in session, a committee satisfying all of the requirements for the

Cross Reference:See also s. Ins 6.52, Wis. adm. code. composition of @oard under s. 611.51 (2) to (4) may exercise any
o ) ] of the powers of the board in the management of the business and
611.55 Continuity of management in emergencies. affairs of the corporation, including action under ss. 611.60 and

(1) PurPoskt. The legislature declares it to be desirable for thg11.61, to the extent authorized in the resolution or in the articles
general welfare and in particular for the welfare of insuranegg bylaws; except that any such committee may include 7 or more
beneficiaries, policyholders, claimants and others that the bugjectors if the corporation has 9 or more directors.

ness of domestic insurance corporations be continued even in %3) DELEGATION: ORDINARY COMMITTEES. When the board is

e e O Sbon oo s por L sesfon, @ commitee ot salsing e equemens of su
emergency is caused 15) an attack on thepUnited States or ).may exercise the powers of the board in the management of the
gency y Siness and affairs of the corporation to the extent authorized in

nuclear, atomic or other disaster which makes it impassible g{re resolution or in the articles or bylaws, except action in respect
impracticable for a corporation to conduct its business in str{ [ Y ’ P P

accord with applicable provisions of laitg articles, bylaws or its - . . o )
charter. (a) Compensation or indemnification of any person who is a
(2) EMERGENCY BYLAWS. The board of any corporation maydlrector,prlnupal offlcer or one of the 3 most highly paid employ.-
at any time adopt emergency bylaws, subject to repeal or chaf§e: and any benefits or payments requiring shareholder or policy-
by action of those having power to adopt regular bylaws, whié®lder approval;
shall be operative during such a national emergency and which(b) Approval of any contract required to be approved by the
may, notwithstanding any different provisions of the reguldroard under s. 611.60 or 611.61, or of any other transaction in
bylaws, or othe applicable. statutes or of the corporation’s articleghich a director has a material interest adverse to the corporation;
or charter, make any provision that may be reasonably necessangt) amendment of the articles or bylaws;

for operation during the emergency. (d) Merger under s. 611.72 or 611.73, stock exchanges under

(3) EMERGENCYAUTHORIZATIONS. If the board of a corporation ¢ 517 71 conversion under s. 611.75 or 611.76, voluntary dis-
has not adopted engancy bylaws, the following provisions Shallso_lution under s. 611.74 or transfer of business or assets under s.
become effective upon the occurrence of a national emergency.

(a) Three directors shall constitute a quorum for the transaction, - o .
of business at all meetings of the board (e) Any other decision requiring shareholder or policyholder

(b) Any vacancy on the board may be filled by a majority o

the remaining directors, though less than a quorum, or by a s II board which by i . bi d |
remaining director. ull’ board which by its terms is not subject to amendment or repeal
b¥ a committee;

(c) If there are no surviving directors, but at least 3 officers 0 . o .
the corporation survive, the 3 officers with the longest term of ser-(9) Dividends or other distributions to shareholders or policy-
vice shall be the directors and shall possess all of the powers of{lers, other than in the routine implementation of policy deter-
previous board and such powers as are granted herein or by sub#eations of the full board;
quently enacted legislation. By majority vote such emergency (h) Selection of principal officers; and
boardmay elect other directors. If there are not at least 3 surviving () Filling of vacancies on the board or any committee created
officers, the commissioner shall appoint 3 persons as directgrgier sub. (1) except that the articles or bylaws may provide for
who shall possess all of the powers of the previous board and sgehnoraryappointments to fill vacancies on the board or any com-

powers as are granted herein or by subsequently enacted legigigiee, the appointments to last no longer than the end of the next
tion, and these persons by majority vote may elect other direct@ygs q meeting.

(4) SuccessionLIsT. At any time the board of a corporation
may, by resolution, provide that in the event of such a natio?ﬁl
&

emergency and in the event of the death or incapacity of specifiggio\y any transaction in which an officer has a material financial

officers ofthe corporation, such officers shall be succeeded by g aqt agverse to the corporation, at the next meeting following
persons named or described in a succession list adopted by, BN by any ordinary committee

board. The list may be on the basis of named persons or posiﬁon A .
titles, shall establish the order of priority and may prescribe the (3) QUORUMAND VOTING. Section 180.0824 applies to a com-

conditionsunder which the powers of the office shall be exerciseflittee of the board of a stock corporation, except references to a
(5) HoMmE OFFICE. At any time the board of a corporation ma)pommlttee created under®30.0825" shall be read as a commit-

by reso|ution’ provide that in the event Of SUCh a nationa| emge “Created Under th|S SeCtiOn". SeCtiOnS 181.0821 and 181.0824

gency the home office or principal place of business shall be &Rply to a committee of the board of a mutual, except that refer-
locationnamed or described in the resolution. The resolution m@gces to “board” shall be read as “committee”, “majority” in s.
provide for alternate locations and establish an order of preféf1.0824 (1) shall mean a majority of the members of the board
ence. appointed to serve on the committee, and “majority” in s.
History: 1971 c. 260. 181.0824 (2) shall mean a majority of the members of the board

(4) SuBseQUENTREVIEW. The full board or a major committee
he board authorized to do so under sub. (2) shall specifically
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appointed to serve on the committee who are present at the m@&t-62 Directors’ and officers’ liability and indemnifi-

ing. cation. (1) Liaeiity.  Sections 180.0826 to 180.0828,
History: 1971 c. 260; 1973 c. 31; 1979 c. 102; 1989 a. 303; 1997 a. 79; 200380.0832 and 180.0833 apply to stock corporations and ss.
261. 181.0850 to 181.0855, except s. 181.0855 (2) (c), apply to mutu-

611.57 Interlocking directorates and other relation- als. _

ships. No person may simultaneously be a director or officer in (2) INDEMNIFICATION.  Sections 180.0850 to 180.0856,

one insurance corporation and a director, officer, employee 1§10.0858 and 180.0859 apply to stock corporations and ss.

agent for anothensurer if the effect is to lessen competition subl81.0871 to 181.0881 and 181.0889 apply to mutuals but no

stantially or if the 2 insurers have materially adverse interestsindemnification may be made until at least 30 days after notice to
History: 1971 c. 260; 1973 c. 128. the commissioner, containing full details about the proposed
Cross Reference:See also s. Ins 6.52, Wis. adm. code. indemnification.

611.60 Transactions in which directors and others are (3) INSURANCE. Section 180.0857 applies to stock corpora-

interested. (1) VOIDABLE TRANSACTIONS. Any material trans- tONS and s. 181.0883 applies to mutuals.

action between an insurance corporation and one or more of itd4) DERIVATIVE ACTIONs. Sections 180.0740 to 180.0747 and
directors or officers, or between an insurance corporation and &§9-1708 (3m) apply to stock corporations and ss. 181.0740 to
otherperson in which one or more of its directors or officers or afy1.0747 apply to mutuals.

person controlling the corporation has a material interest, is vojdtistory: 1971 ¢. 260,307, 1973 c. 128; 1979 c. 102, 1987 a. 13; 1989 a. 303; 1997
able by the corporation unless: T

(a) The transaction at the time it is entered into is reasonale.63 Executive compensation. (1) GENERAL POWER.
and fair to the interests of the corporation; and Subject to this section, ss. 180.0302 (11), (12) and (16) and
(b) The transaction has, with full knowledge of its terms an@?:0811 apply to stock corporations and s. 181.0302 (11) to (14)

of the interests involved, been approved in advance by the bo@pglies to mutuals.
or by the shareholders; and (2) APPROVALOFBOARDACTION BY SHAREHOLDERS. Any bene-

: i -fits. or payments to any director or officer on account of services
__(6) The transaction has been reported 1o the Comm'ss'oﬂe%dered to a stock corporation more than 90 days before the
immediately after such approval o . 3

’ agreement or decision to give the benefit or make the payment,

(k2) t%UOtRUM ANE’. VOT'NE: Dti:ec:r?_rs thtJ_se interets;t or Sta:u%nd any new pension plan, profit-sharing plan, stock option plan
g]é: e the transac 'O”f su Jbec do |st.sec lon may be cotyn €®IMny amendment to an existing plan which so far as it pertains
etermining ajuorum for a board meeting approvingansaction , any director or officer substantially increases the financial bur-

undersub. (1) (b), but may not vote. Approval requires 8ma&-  qen on the corporation shall be approved by a vote of the share-
tive vote of a majority of those present. holders.

(3) RESTRICTED TRANSACTIONS. The commissioner may by 3y NoriceTo commissioNER. Any action taken by the board
rule require that for any classes of transactions subject to sub,

which by treir nature tend to be unreasonable or unfair to the int mutual insurance corporation on any of the subjects specified
i "sub. (1) shall be reported to the commissioner within 30 days.
ests of the corporation the report under sub. (1) (c) shall be s?ﬂ;) (1) P y

mitted to the commissioner in advance of the proposed effect'mgu) ANNUAL REPORTTO COMMISSIONER. The amount of all

dat Such a t i hall not b ied out th ﬁCt and indirect remuneration for services, including retirement

aa er'oveéijcunc?errgﬂsa(cll)o(%)s uzriwtilr:ﬁe c‘cs)nﬁfr?wrirslzior?:r :vergveg A other deferred compensation benefits and stock options, paid
Pp h ' /! . ; PP Biccrued each year for the benefit of each director and each offi-

transaction, or does not disapprove it for failure to comply wi

o = r and employee whose remuneration exceeds an amount estab-
sub.(1) (@) within 30 days after receiving the report under sub. ({Jpe y thg c)émmissioner, and for all directors and officers as a

©). roup shall be included in the annual report made to the commis-
(4) EXCEPTEDTRANSACTIONS. This section does not apply togiongr. P

transactionsubject to s. @61, nor to transactions made between gy peoyyeirep criTERIA. NoO arrangement for compensation
an insurance corporation and its wholly owned subsidiary, nordp 5er employment benefits for any director, officer or employee
policies of insurance, other than reinsurance, issued in the norwﬁﬂ

- e : ) decision—making power may be made if it would:
course of business. Nothing in this section deprives any persor{a) Measure the compensation or other benefits in whole or in
of any rlgﬂts arc]crumg under a po'-ll%l of Insurance written atbusuaﬁlgt by any criteria that would create a financial inducement for
terms, other than reinsurance. e commissioner may by rB . el
exempt other classes of transactions from the reporting requ i or her to act contrary to the best interests of the corporation;

ment of sub. (1) (c), to the extent that the purposes of this secftdn

can be achieved without the report. (b) Have a tendency to make the corporation depend for con-
History: 1971 c. 260; 1979 c. 102 s. 236 (21). tinuance osoundness of operation upon continuation in his or her
. . ) . position of any director, officer or employee.
611.61 Transactions of insurers with affiliates. (6) EFFECTOFREHABILITATION AND LIQUIDATION PROCEEDINGS.

(1) ResTRICTEDTRANSACTIONS. No transaction may be enteredt an order of rehabilitation or liquidation is issued under s. 645.32
into between an insurer authorized to do business in this state gn@45 42, the contractual obligations of the insurer for unper-

any affiliate unless: formed services of any director, principal officer or person in fact
(a) The transaction at the time it is entered into is reasonapé&forming similar functions or having similar powers is there-
and fair to the interests of the insurer; upon terminated.

(b) The books, accounts and records of each party to the traniistory: 1871c. 260; 1973 c. 128; 1979 c. 102. 236 (13), (20); 1989 a. 303; 1997

action are kept in a manner that clearly and accurately discloses™

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

generally accepted accounting principles permits ascertainmggtept under sub. (2), no corporation may enter into any contract

of charges relating to the transaction; and wherebyany person is granted or obtains directly or indirectly the

(c) If the transaction is a reinsurance transaction, it is repor@xtlusive right or privilege of soliciting, producing or receiving

to the commissioner immediately if the insurer is a domestic cérfee or commission on all or substantially all of the insurance

poration. business of the corporation or on all or substantially all of the
(2) VoibasIiLITY. Transactions entered into by domestic cofsurance business of the corporation in this state.

porations in violation of sub. (1) are voidable by the corporation. (2) SuBsIDIARIES. Subsection (1) does not apply to contracts
History: 1971 c. 260; 1979 c. 102. in which a corporation is the exclusive agent of its insurance sub-
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sidiary authorized under s. 611.26 (1) or in which the subsidiary (e) Provide for the payment of cash or scrip in lieu of the
is the exclusive agent of the corporation. issuance of fractional shares of the acquiring corporation.
History: 1971 c. 260. (3) CopryororreR. One copy of the offer shall be filed with
611.67 Management contract services. (1) In this sec- th€ commissioner immediately. .
tion: (4) Acceptance. The exchange shall be consummated if,

“ : TS . - within 120 days after the date of the mailing, the offer is accepted

un((jae)r SHeegghOrln?zlr)\tenance organization” has the meaning giv f/‘tthe holders of not less than 90% of the shares of each class to
b o d s health zation” h h . which it relates. In ascertaining what percentage have accepted,

_(b) “Limited service health organization” has the meaning,aresnay not be counted if at the date of mailing of the offer they

given under s. 609.01 (3). _ “were already held by, or by a nominee for, the acquiring corpora-
(c) “Management authority” means the authority to exercisgn or any affiliate.

any management control of the corporation or of its underwriting, (5) |vpLemenTATION. If there is acceptance satisfying sub. (4),

loss adjustment, investment, general servicing or productigyy acquiring corporation shall, within 60 days:

function or other major corporate function. ) . (a) Execute and file with the commissioner a certificate setting
(d) “Preferred provider plan” has the meaning given underfgyth the acceptances; and

609.01 (4). . ) . (b) Give written notice of the satisfaction of the requirement,

(2) Except as provided in sub. (3), a corporation may not g registered or certified mail return receipt requested, to each
a party to a contract which has the effect of delegating managgyqer ofshares to which the offer relates who has not yet accepted
ment authority to a person to the substantial exclusion of offer. The notice, the form of which must be approved by the
board. ) ) _ . commissioner, shall include, or be accompanied by, a statement
_ (3) Aniinsurer that offers a health maintenance organizatiofiat such shareholders may dissent from the offer by notification
limited service health organization or preferred provider plan mgy the offeror within 120 days after the date of the mailing and be
delegate management authority with regard to the health mairggidthe fair value of their shares as determined under ss. 180.1325
nance organization, limited service health organization or pighd 180.1328 to 180.1331, and that failure so to notify the offeror
ferred provider plan to a person other than an officer, directorgiall be deemed acceptance of the offer. For purposes of s.
employee of the insurer if the person exercises the managemejis. 1325, notification to the offeror in accordance with this para-
authority according to the terms of a written contract between @ph constitutes a demand for payment under s. 180.1323.
insurer and thegrson and if the contract is filed with the commis- () |ssUANCE OF CERTIFICATES OR INFORMATION STATEMENTS.
sioner and not disapproved by the commissioner under sub. (hon the filing of the certificate under sub. (5) (a):

(4) (a) The commissioner may disapprove a contract under 4y Al shares in exchange for which shares of the acquiring

sub. (3) within a 30-day period after the date of filing or within &ryoration are issued shall become the property of the acquiring

reasonable extension period following the 30-day period if tA8qration, whether or not any certificates representing the
extension period is specified by notice to the health care plgihres have been surrendered for exchange:

within the 30-day period. (am) If the articles of incorporation or bylaws of the acquired

(b) The commissioner may disapprove a contract under s‘ggrporation require shares to be issued with certificates, the
(3) only if the commissioner makes one of the findings specifig y,iring corporation shall be entitled to have new certificates for

in s. 618.22 (2). the shares under par. (a) registered in its name as the holder;
History: 1985 a. 29.

Cross Reference:See also s. Ins 42.07, Wis. adm. code. (b) The acquiring corporation shall do all of the following:
. N 1. Cause certificates for its shares to be issued and delivered
611.69 D|V|dSenbds and c;lther distributions. " %)17[)'252' tﬂ'the holders of shares who have already accepted, and thereafter
TRIBUTIONS. Subject to the requirements of ss. -4< Al mediately upon acceptance to those who accept or are deemed
617.225, a stock corporation may make distributions under Shave accepted.
1802066312:Ll/gr(\)AS[?i?vﬁ:r;i3582;\11[)7g|8;§|)|.3unor\13 Chaoter 177 2. If the shares are issued without certificates, cause informa-
(”) to stock corporation ’ P tion statements that comply with s. 180.0626 (2) to be issued and
a%ﬁ’stgs_ %95710‘: zgg Ea%gaa c:)aos?' delivered to the persons described in subd. 1.
' o o 3. Promptly make the cash payments provided in sub. (2) (e)
or (5) (b); and

SUBCHAPTER V (c) The acquiring corporation or a corporate fiduciary desig-
nated by it and acceptable to the commissiatl] hold in trust,
CORPORATE REORGANIZATION for delivery or payment to the persons entitled thereto but not at
o once located, the certificates or information statements for its
611.71 Acquisition of all of the shares or of a class of shares and cash payable under sub. (2) (e) or (5) (b).
shares of an insurance corporation. (1) EXCHANGE oF (7) OTHEREXCHANGE OFFERS. This section does not prevent a

SHARESPERMITTED. A domestic stock insurance corporation Mayerson from making an offer to purchase the shares of an insur-
acquire, in the manner provided by this section, in exchange 0fce corporation conditioned upon acceptance by holders of less
its shares, all the shares, or all the shares of any class, of any QHg{ 909 of the shares to which the offer relates. Such an offer
domesticstock insurance corporation, provided no law is violat ay be joined as an alternate offer with an offer made under this
by the acquisition. » . _ section; but the acquiring corporation shall have the right to avail
(2) OrFeR. The acquiring corporation shall submit by 1st clasgself of this section only if the requirements of subs. (1) to (6) are
mail to all holders of the shares to be acquired a written ofigitisfied.
which shall: (8) ACQUISITION OF A SMALL MINORITY OF SHARES. If at least
(a) Specify the shares to which the offer relates; 90% of any class of shares of any domestic stock insurance corpo-
(b) Prescribe the terms and conditions of the proposeation are held by any other domestic insurance corporation or its
exchange, including the method of acceptance and the mannerashiinee the owning corporation may proceed under subs. (2) and
exchanging the shares; (5), even if the offer is accepted by less than the required number
(c) Provide such information respecting both corporations @kshareholders.
the commissioner prescribes by rule: History: 1971 c. 260; 1973 c. 184; 1989 a. 303.

(d) Contain a statement summarizing the rights of the shaéd1.72 Merger or other acquisition of control of a stock
holders under sub. (5) (b); and insurance corporation. (1) GENERAL. Subject to this section,
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ss. 180.1101, 180.1103 to 180.1106, 180.1706, 180.1707, andl. The names of the mutuals proposing to merge and the name
180.1708 (5) apply to the merger of a domestic stock insuramafeghe surviving mutual into which they propose to merge.

corporation or its parent insurance holding corporation, except 2. The terms and conditions of the proposed merger.

that papers required by those sections to be filed with the depart-3 - g respective interests and rights of the members of the
ment of financial institutions shall instead be filed with the CO”Pﬁerging mutuals in the surviving mutual.

missioner. 4. Any change in the articles of incorporation of the surviving

(2) ApproVALREQUIRED. No proposed plan of merger U”dermtutual to be effected by the merger.

s. 180.1101 or 180.1104 or other plan for acquisition of control o 5. Other provisions with respect to the proposed merger that

any domestic stock insurance corporation or its parent insuranzr:ee considered necessary and desirable
holding corporation participating in the transaction may be exd" y :

cuted unless it has been approved by the commissioner. (c) Approval of merger.A plan of meger may be adopted only

(3) GROUNDS FOR DISAPPROVAL. The commissioner shall in the following r.nanner:. . .
approve the plan if the commissioner finds, after a hearing, unless 1- If the articles of incorporation or bylaws of a merging
a hearing is not required under sub. (3m), that it would not violdfg!tual give members the right to vote on the merger, the board of
the law or be contrary to the interests of the insureds of any partftfectors of the mutual shall adopt a resolution approving the pro-
pating domestic corporation or of the Wisconsin insureds of a[q?sed plan and directing that it be submitted to a vote at a meeting
participating nondomestic corporation and that: of members, which may be either an annual or a special meeting.

. . itten notice setting forth the proposed plan or summary of the

a) After the change of control, the domestic stock insuran : : h
cor(p())ration or any d%mestic stock insurance corporation cgfls n shall be given to each member entitled to vote at the meeting
trolled by the insurance holding corporation would be able to s fthin the time and in the manner provided in this chapter for the

isfy the requirements for the issuance of a license to write the | |n§; oftn(cj)tg:e otflme?ttl\rltlgs_tog. n(}emfbtirs. 'I;he pr(:}t)lozetd pt))lan shtag
or lines of insurance for which it is presently licensed; adopted by at least two—thirds of the votes entitied to be cast by
(b) The effect of the merger or other acquisition ‘of contrglle members present or represented by proxy at the meeting.

: 2. If the articles of incorporation or bylaws of any merging
would not be to create a monopoly or substantially to lessen mutual do not give the members the right to vote on the merger,

petition in insurance in this state; a plan of merger shall be adopted at a meeting of the board of

(c) The financial condition of any acquiring party is not likelyjirectors of each mutual by at least a majority of the directors in
to jeopardize the financial stability of the domestic stock insuggfice.

ance corporation or its parent insurance holding corporation, or(d) Abandonment of mergeAfter approval under par. (c) and

prejudice the interests of its Wisconsin policyholders; prior tothe filing of the articles of merger, the merger may be aban-
_(d) The plans or proposals which the acquiring party has to lgsnedpursuant to the provisions for abandonment, if any, set forth

uidate the domestic stock insurance corporation or its pargithe plan of merger.

insurance holding corporation, sell its assets, merge it with any(2) AUTHORIZATION. DOMESTIC AND FOREIGN CORPORATIONS.

person or rake any other material change in its business or COTRGy In general. Any 2 or more domestic and foreign mutuals may

rate structure or management, are fair and reasonable to poligiqe it the merger is permitted by the laws of the state in which

lhol_ders of the gomestic stock insurance corporation or in the pyhis foreign mutuals are organized. Each domestic mutual shall
ic interest; an

comply with the provisions of this section with respect to the
(e) The competence and integrity of those persons who wodrger of domestic corporations and each foreign mutual shall
control the operation of the domestic stock insurance corporatissmply with the applicable provisions of the laws of the state
or its parent insurance holding corporation are such that it wowldder which it is organized.
be in the intergst of the policyholderg Qf the corporation and of the(b) Effect of mergerThe effect of a merger under this subsec-
public to permit the merger or acquisition of control. tion is the same as in the case of the merger 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 merger or other pkithe surviving mutual is to be governed by the laws of a state
for acquisition of control if the proposed merger is with, or the prether than this state, the effect of the merger is the same as in the
posed acquirer is, an affiliate of the insurer and the proposetse of the merger of domestic mutuals except as provided by the
merger or other acquisition of control does not change the contiglvs of that other state.
ling person of the insurer. _ _ (3) APPROVALBY THE COMMISSIONER. The plan of meyer shall
(4) PLANS OF EXCHANGE. Any domestic stock insurance cor-pe submitted to the commissioner for his or her approval after any
poration may adopt a plan of exchange of all the outstandingcessarpction by the boards and before any necessary action by
shares of its shareholders under which another stock insuragige policyholders. The commissioner shall approve the plan
corporation, which acquires the shares, shall as consideraigifess he or she finds, after a hearing, that the proposed merger
transfer its own shares or other securities issued by it or pay o@@fuld be contrary to the law or to the interests of the insureds of
or other consideration, or pay or provide any combination of ta@ly participating domestic corporation or the Wisconsin insureds
foregoing types of consideration. The procedure for the adopti®any participating nondomestic corporation.
and approval of a plan of exchange and the rights of shareholdergs) v/orinG By PoLICYHOLDERS. The commissioner may order
of the participating corporations shall be the same as for a merggjt the plan submitted to him or her under sub. (3) be amended

Uanef Su?gﬁ(z);;gdlsg% 184 1979 ¢, o4 1989 &, 303 1695 4. 27 199})0 provide for voting by policyholders of any mutual involved.
istory: C. ) C. ) C. ) a. ) a. ) H . . . . .
30: 2001 a. 44: 2003 a, 321: 2007 a, 170. alﬁ;gs‘tory. 1971 c. 260; 1973 c. 184; 1979 c. 102 ss. 105, 236 (20); 1995 a. 27; 1997

611.73 Merger of mutuals. (1) AUTHORIZATION, DOMESTIC 611.74 Voluntary dissolution of domestic insurance
CORPORATIONS. (@) In general. Any 2 or more domestic mutualScorporations. (1) PLAN OFDISSOLUTION. At least 60 days prior
may merge under the procedures of this section and ss. 181.%0fhe submission to shareholders or policyholders of any pro-
and 181.1106, except that papers required by those sections tgdad voluntary dissolution of an insurance corporation under s.
filed with the department of financial institutions shall instead bg0.1402 or 181.1401 the plan shall be filed with the commis-
filed with the commissioner. sioner. The commissioner may require the submission of addi-
(b) Plan of merger and board resolutioif.he board of direc- tional information to establish the financial condition of the cor-
tors of each mutual shall, by resolution adopted by each sydration or other facts relevant to the proposed dissolution. If the
board,approve a plan of merger that includes all of the followinghareholders or policyholders adopt the resolution to dissolve, the
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commissioner shall, within 30 days after the adoption of the restass of shares entitled to vote. Only shareholders of record on the
lution, begin to examine the corporation. The commissioner shddite of the adoption under sub. (1) may vote.
approve the dissolution unless, after a hearing, the commissione(6) Conversion. (a) Continuation of corporation. If the
finds that it is insolvent or may become insolvent in the procesisareholders approve the plan of conversion under sub. (5), the
of dissolution. Subject to chs. 600 to 645, upon approval, the cosmmissioner shall issue a new certificate of authority. The
poration may dissolve under ss. 180.1402 to 180.1408 d&psuance of the certificate is the act of conversion, the corporation
180.1706, or ss. 181.1401 to 181.1407, except that pap&r$nce becomes a mutual and is no longer a stock corporation.
required bythose sections to be filed with the department of finaf-he mutual shall be deemed to have been organized at the time the
cial institutions shall instead be filed with the commissionetonverted stock corporation was organized. The board shall
Upon disapproval, the commissioner shall petition the court ftslereupon implement the plan of conversion.
liquidation or for rehabilitation under ch. 645. (b) Termination of contract rightsAny contractual obligation
(2) CoNVERSIONTO INVOLUNTARY LIQUIDATION. The corpora- inconsistent with the nature of a mutual, including any obligation
tion may at any time during the liquidation under ss. 180.1402ttoissue or to redeem stock options, shall terminate upon the act
180.1408 ounder ss. 181.1401 to 181.1407 apply to the commist conversion under par. (a), without compensation unless the
sioner tohave the liquidation continued under the commissioneribligation was legally binding before April 30, 1972.
supervision; thereupon the commissioner shall apply to the court(7) Expenses. The corporation may not pay compensation of
for liquidation under s. 645.41 (10). any kind to any person other than regular salaries to existing per-
(3) REVOCATION OF VOLUNTARY DISSOLUTION. If the corpora- sonnel, inconnection with the proposed conversion, other than for
tion revokes the voluntary dissolution proceedings under stgrical and mailing expenses, except that with the commission-
180.1404and 180.1706 or under s. 181.1404, a copy of the artickyss approval payment may be made at reasonable rates for print-
of revocation of dissolution prepared under s. 180.1404 ipg costs and for legal and other professional fees for services
181.1404 shall be filed with the commissioner. actually rendered. All expenses of the conversion, including the
(4) DISTRIBUTION OF ASSETSOF A MUTUAL. No distribution €xpenses incurred by the commissioner and the prorated salaries
may be made to policyholders in excess of the amounts to whigany insurance office staff members involved, shall be borne by
they are entitled under s. 645.72 (4). Any excess over suBR corporation being converted.
amounts shall be paid into the state treasury to the credit of thigistory: 1971 c. 260; 1979 ¢. 102 s. 236 (5).
Commo_” school fu‘nd. ) ) ) 611.76 Conversion of a domestic mutual into a stock
19?552)%()3%%195512.63%;119979333.1574;’1159777 N '72§ 31979 ¢. 102, 1979 ¢. 109 . | rporation. (1) CoNVERSIONPERMITTED. () General. Except
under par. (b), a domestic mutual may be conveéntech domes-
611.75 Conversion of a domestic stock corporation tic stock corporation under subs. (2) to (11).
into a m utual. A domestic stock corporation may be converted (b) Conversion of related insurers\o domestic mutual that
into a domestic mutual as follows: is affiliated with other mutuals may be converted into a stock cor-
(1) ActionBy BoARD. The board shall adopt a plan of converporation, unless all such affiliated mutuals are also converted at
sion. Thereafter no additional shares of capital stock shall §p@ same time, or the commissioner finds that the interests of the
issued except that stock options to purchase capital stock malicyholders of the remaining mutuals can be permanently pro-
continue to be issued under existing contracts and OUtStangE‘E@ed bylimitations on the corporate powers of the new stock cor-
options may continue to be exercised until the conversion is eyération or on its authority to do business, or otherwise.
cuted under sub. (6). . (c) Conversion and merge domestic mutual may adopt a
(2) PLAN OF coNVERSION. (a) The plan of conversion shallpjan of acqisition or merger as part of a plan of conversion under
providefor the purchase by the corporation of all of its outstandifgiis section. The commissioner shall approve the plan of acquisi-

capital stock, at a price either specified in the plan or to be detg@n or merger as part of the plan of conversion unless grounds for
mined under a formula specified in the plan, for cash, specifigiapproval exist under s. 611.72 (3).

debtsecurities to be issued by the corporation, or both. All holders 2y ResoLuTIONBY THE BoARD. The board shall pass a resolu-

of capital stock of the same class shall have the same rights uRg@fto the effect that such conversion is in the best interests of the
the plan. Shareholders may be given an election to take all ¢jgficyholders. The resolution shall specify the reasons for and the
portion ofthe price in the specified debt securities. Debt securitig§rposes of the proposed conversion, and the manner in which the
may be of any class authorized for mutual corporations undeggnversion is expected to benefit policyholders.
611.33 (2). ) ] ] (3) INVESTIGATION BY COMMISSIONER. (&) Application. The

~(b) The plan shall provide a fair procedure subject to the cofbard shall file with the commissioner the resolution and any
missioner’s supervision to value contractual obligations of theiditional documents and information he or she reasonably
corporation, such as those relating to stock options, that must&guires, whereupon the commissioner shall order examination
terminated on the date of conversion and are compensable urgier appraisal of the corporation, unless he or she finds that:
sub. (6) (b). 1. The resolution is defective upon its face; or

(3) APPROVALREQUIREMENT. NO conversion may be effected 5 g reason for or the purposes of the proposed conversion

unless the plan of conversion is approved by the commissio : ;
The corporation shall file with the plan so much of the informati%ﬁ%l?gmrary to law or to the interests of the policyholders or the

nder s. 611.13 (2) for the new mutual as the commissioner rea; o .
gonably requires(. ) (b) Examination. The commissioner shall cause to be made an

. examination of the company under s. 601.43 to determine its
4) CONDITION FOR APPROVAL. The commissioner shall ¢ . " o : )
apé)rz)vethe conversion unless he or she finds, after a hearing, ﬂ?égnual condition and whether it is operated in accordance with

- . K law.
() The conversion would violate the law; or (c) Appraisal. The commissioner shall appoint an appraisal

(b) Its terms are not fair to the shareholders or the policyholsmmittee consisting of at least 3 qualified and disinterested per-

ers; or _ ) sonswith differing kinds of training, to determine the value of the
(c) The resulting mutual would not meet the requirements fesrporation as of the date of the resolution in sub. (2) or, if sub.
a certificate of authority under s. 611.20. (4m) applies, as of the date of conversion. Members of the com-

(5) APPROVAL BY SHAREHOLDERS. After the commissioner mittee shall receive reasonable compensation and shall be reim-
approveghe plan of conversion, it shall be submitted to the shatedrsed for reasonable expenses in discharging their duties. They
holders for approval by the affirmative vote of a majority of eaghay, as reasonably necessary, employ consultants to advise them
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on technical problems of the appraisal. The appraisal commitee®45.72 (4). Any excess over that amount shall be distributed in
shall consider the assets and liabilities of the corporation, adjugtares to the state treasury for the benefit of the common school
ing liabilities to take account of the amounts of any reservesfund. After 5 years the shares may be sold by the secretary of
excess of or below realistic estimates, the value of the marketadministration ahis or her discretion and the proceeds credited to
organization, the value of goodwill, the going—concern value attte common school fund; and
any other factor having an influence on the value of the corpora-(f) Except with the approval of the commissioner, that during
tion, including, inthe case of a mutual life insurance company, thRe first 5 years after the conversion the directors and officers of
estlma_ted amount needed to continue to maintain dividend SC@Q’ﬁutued life insurance company and persons acting in concert
on policies under s. 632.62 (4) (b) at the same level after convgith them may not, in the aggregate, acquire control over more
sion as before conversion. than 5% othe common stock of the converted stock life insurance
(d) Presumption.In a proceeding under this section, any repotbmpanythe corporation formed under par. (dm) or any other cor-
adopted by an appraisal committee under par. (c) or examinatmation which acquires control of more than 5% of the common
report concerning the domestic mutuat®efiliate is admissible stock of either the converted stock life insurance company or the
as evidence and the facts asserted in the reports are presumedrfmration formed under par. (dm).

be true. (4m) INSURERSIN FINANCIALLY HAZARDOUS CONDITION; PLAN
(4) PLAN OF cONVERSION. The board may adopt a plan of conorF conversion. If grounds exist under s. 645.41 (2) or (4) for
version, which, unless sub. (4m) applies, shall specify: rehabilitation or liquidation of a domestic mutual or are reason-

(a) The number of shares proposed to be authorized for the @&y expected to exist within one yethie board may adopt a plan
stock corporation, their par value and the price at which they wii conversion which shall specify all of the following:
be offered to policyholders, which price may not exceed one-half(a) That each person who has been a policyholder and has paid
of the median equitable share of all policyholders under par. (pyemiums within 5 years prior to the date the resolution is adopted

(b) That each person who has been a policyholder and has pager sub. (2) is entitled to receive his or her equitable share of the
premiumswithin 5 years prior to the resolution under sub. (2) shajftlue of the domestic mutual, adjusted to reflect the condition of
be entitled without additional payment to so much common stoéle domestic mutual immediately prior to the date of conversion;
of the new stock corporation as his or her equitable share of #atthe equitable share shall be determined by the ratio that the net
value of the converting corporation will purchase; that the equif€mium paid by the paiyholder during the 5 years immediately
ble share shall be determined by the ratio which the net premiBFgceding the date of the adoption of the resolution under sub. (2)
(grosspremium less return premium and dividends paid) he or $h@ars to the total net premium received by the domestic mutual
has paid to the corporation during the 5 years immediately prec@dling that period, unless the commissioner approves another
ing the resolution under sub. (2) bears to the total net premiuffigthod of determining equitable shares with the net premium to
received bythe corporation during the same period; and that, if tt¢ calculated as gross premium less premium returned and divi-
equitable share is sufficient only for the purchase of a fraction@§nds paid to policyholders; that each policyholder’s equitable
a share of stock, the policyholder shall have the option eitherSftare may be distributed in any form including securities of the
receive the value of the fractional share in cash or to purcha‘d,ﬁsét"er or another person, debt instruments, propedgstr, and
full share by paying the balance in cash: that the value of the domestic mutual will be finally determined

(bm) Notwithsanding par. (b), that each person who was a p mmediately prior to the date of conversion and with the approval

icyholder of a mutual life insurance company on the date of t Ethe commissioner. . ) )
resolution under sub. (2) or within 5 years prior to that date shall(?) Anyperson who will, under the plan of conversion, acquire
be entitled to an equitable share based on a formula which faﬁﬁntrql of the domestic stock corporation and the manner in which
reflects the policyholderterest in the company and the policieds will occur.

and contracts issued by the company to the policyholder, and(c) That sufficient capital will be contributed or other measures
which takes into account premiums paid, cash surrender valu@ken to remove any grounds for liquidation under s. 645.41 (2)
policy loans, reserves, surplus, benefits payable and other relewaint4) and to reasonably assure that those grounds will not exist
factors; and that the equitable share shall be provided to the peaithin the 5 years immediately following the date of conversion.
cyholders on a uniforrhasis approved by the commissioner in the (5) APPLICATION FORAPPROVAL. The plan of conversion shall
form of common stock, cash, increased benefits, lower premiubes submitted to the commissioner for approval, together with:

or a combination of those forms; (a) The proposed articles and bylaws of the new stock corpora-

(c) The procedure for stock subscriptions which shall includien which shall comply with s. 611.12;

a written offer to each such policyholder indicating his or her indi- (b) So much of the information specified in s. 611.13 (2) as the
vidual equitable share and the terms of subscription; commissioner reasonably requires;

(d) That no common stock under par. (b) or (dm) may be issuedc) A projection of the planned or anticipated financial situa-
to persons other than the policyholders under par. (b) or the corén of the new corporation for 5 years after the conversion.
ration under par. (dm) until all subscriptions by the policyholders (6) Hearing. () The commissioner shall hold a hearing after
and corporation, respectively, have been filled and that thereafi@eipt of a plan of conversion, notice of which shall be mailed to
any new issue of stock for 5 years after the conversion shall fiig |ast-known address of each person who was a policyholder of
be offered to the persons who have become shareholders URg€rcorporation on the date of the resolution under sub. (2),
par. (b) or (dm) in proportion to their interests under par. (b) ffgethemwith a copy of the plan of conversion or a copy of a sum-
(dm); mary of the plan, if the commissioner approves the summary, and

(dm) Notwithstanding par. (b), whether the shares of commany comment the commissioner considers necessary for the ade-
stock representing the equitable shares of the policyholders afuate information of policyholders. If the plan of conversion is
mutuallife insurance company may, with the approvahefcom- submitted under sub. (4m), the hearing shall be held not less than
missioner, béssued to a corporation organized under ch. 180 willd days nor more than 30 days after notice is mailed. Failure to
the policyholders to be stockholders of the corporation and, if sw@il notice to a policyholder does not invalidate a proceeding
issued, that each policyholder is entitled to his or her equitalbleder this section if the commissioner determines the domestic
share calculated under par. (bm}¥ares of common stock of themutual has substantially complied with this subsection and has
corporation; attempted irgood faith to mail notice to all policyholders entitled

(e) That no policyholder, other than a policyholder of a mutui@ notice.
life insurance company, may receive a distribution of shares val-(b) With regard to a mutual life insurance company, the notice,
ued in excess of the amount to which he or she is entitled untier plan or a summary of the plan, and any comments under par.
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(a) shall also be mailed to the commissioner of every jurisdictitime interests of present or future insureds or of the public. All poli-
in which the mutual life insurance company is authorized to dtes issued after conversion shall be assessable, and all policies in
any business. effect on the date of conversion shall be assessable except to the
(c) Any policyholder under par. (a) and any commissionextentthat there is a contract right then existing not to be assessed.
under par(b) may present written or oral statements at the hearindjiistory: 1971 c. 260; 1979 c. 102 s. 236 (5).
and may present written statements within a period after the heay: 78 Transfer of business or assets (1) SALE, LEASE
ing specified by the commissioner. The commissioner shall ta ﬂ;ANGE OR MORTGAGE OF A STOCK COlRPORATION’S ’ASSETS‘
%gﬁ%emz gg?:ﬁg}ﬁgﬂzﬂdﬂngrssﬂg_r?%?ph Into con5|derat|oE)<(cept as modified by subs. (2) and (3), ss. 180.1202, 180.1706
(7) APPROVALBY COMMISSIONER. (&) The commissioner shall and 180.1708 (6) apply to stock corporations.
approve the plan of conversion unless he or she finds that the plaflM) SALE, LEASE, EXCHANGE OR MORTGAGE OF A MUTUAL'S
violates the law or is contrary to the interests of policyholders #¥SETS. (&) Except as modified by subs. (2) and (3), a sale, lease,
the public. exchange or other disposition of less than substantially all of the
(b) In determining the interests of the policyholders and tiREOPertyand assets of a mutual, and the mortgage or pledge of any
public, the commissioner shall consider whether the reorgani£4-2ll property and assets of a mutual, whether or not made in the
tion would be detrimental to the safety and soundness of #Haland regular course of its affairs, may be made upon the terms
insurer otthe contractual rights and reasonable expectations of ffd conditions authorized by the mutual’s board of directors.
persons who are policyholders on or before the effective datelsfless otherwise provided by the articles of incorporation, con-
the reorganization. The commissioner shall also take into congi@nt of the members is not required for a sale, lease, exchange or
eration any conclusions and recommendations on the subjec®iber disposition of property, éor a mortgage or pledge of prop-
such reorganizations published by recognized organizationsesty, authorized under this paragraph.
professional life insurance actuaries. The commissioner may by(b) A sale, lease, exchange or other disposition of all or sub-
rule establish standards applicable to such reorganizations. stantially all of the property and assets of a mutual may be made
(8) APPROVALBY POLICYHOLDERS. After approval under sub. upon such terms and conditions as may be authorized in the fol-
(7), the conversion plan shall be submitted to a vote of the pers@wing manner:
who were policyholders of the mutual on the date of the resolution 1 — if the articles of incorporation give members the right to

under sub. (2). _ _ vote on the sale, lease, exchange or atisposition of all or sub-

(9) Conversion. If the policyholders approve the conversiotantially all of the mutual’s property and assets, the board of
under sub. (8), the commissioner shall issue a new certificatejbctors shall adopt a resolution recommending the sale, lease,
authority. The issuance of the certificate is the act of conversiegRchange or other disposition and directing that it be submitted to

the mutual at once becomes a stock corporation and is no 1oNgghe at an annual or special meeting of the members. Written

a mutual. The stock corporation shall be deemed to have bagfiestating that the purpose, or one of the purposes, of the meet-
organized at the time the converted mutual was organized.

directors. officer nts and emol f the mutual shall is to consider the sale, lease, exchange or other disposition of
lirectors, ofticers, agents and employees of the mutual shall Cg[i* o gypstantially all, of the property and assets of the mutual
tinue in like capacity with the stock corporation.

of any kind to any person other than regular salaries to exist'\ﬂging notice of member meetings. At the meeting, the members

personnel, itonnection with the proposed conversion, other th : : o
for clerical and mailing expenses, except that with the comm%ay authorize the sale, lease, exchange or other disposition and

sioner’s approval payment may be made at reasonable ratesﬁg authorize the board of directors to fix any or all of the terms

printing costs and for legal and other professional fees for servi co?r:jltllon? of trrlle”sgle,bletek\]se, ;XCh?.nge otr ot?e; ld |spto ts |t|o_n.
actually rendered. All expenses of the conversion, including t € authorization shafl be by the affirmative vote of at least two

expenses incurred by the commissioner and the prorated sal nggsAcf)tfthehmembﬁrs. prgseng or represint]ed by prt())xy atkt]hebme%t-
of any insurance office staff members involved, shall be borne B§: After the authorization by a vote of the members, the boar
the corporation being converted. of directors, nevertheless, in its discretion, may abandon the sale,

(11) SecURITY REGULATION. The filing with the division of lease, exchange or other disposition, subject to the rights of 3rd

securities of a atified copy of the plan of conversion as approveBarties under any contracts relating thereto, without further action

by the commissioner constitutes registration under s. 551.305°pAPProval by t_he mem.bers. ) .
the securities authorized to be issued thereunder. 2. If the articles of incorporation do not give members the
History: 1971 c. 260; 1979 c. 102 ss. 107, 236 (5), (13); 1981 c. 314; 1983 a. 1¥@ht tovote on the sale, lease, exchange or other disposition of all

215; 1985 a. 29, 215; 1995 a. 27; 1997 a. 79; 1999 a. 85; 2003 a. 33; 2007 a. 1§b-substantially all of a mutual’s property and assets, the sale,
611.77 Conversion of assessable to nonassessable lease, exchange other disposition may be authorized by the vote

and nonassessable to assessable mutuals. (1) Assess ©f the majority of the directors in office. _ _
ABLE TO NONASSESSABLE. Whenever an assessable mutual accu- (2) REPORTTO COMMISSIONER. Any action by which an insur-
mulates enough surplus to satisfy the financial requirements #lce corporation proposes to transfer to another person or to rein-
the operation of a nonassessable mutual under like condition§Ufteany part of its insurance business, other than in the normal and
may apply for a certificate of authority authorizing it to sell norHsual course of business, or to sell, lease, exchange, mortgage,
assessable policies. The commissioner shall issue a certificatelefige ootherwise dispose of or encumber more than one-fourth
authority designating it a nonassessable mutual if he or she figfi§s assets, shall be reported to the commissioner not less than 30
that the applicant satisfies the requirementb@faw and that the days in advance of the proposed effective date. The commissioner
issuance of nonassessable policies will not endanger the interg®y defetthe efective date for an additional period not exceeding
of its insureds or the public. Policies issued thereafter shall 3@ days by written notice to the corporation before expiration of
nonassessable; existing policies shall continue in effect and skizd! initial 30—day period.
also become nonassessable. (3) DisapPrOVAL. The commissioner may, within the 30—-day

(2) NONASSESSABLETO ASSESSABLE. A nonassessable mutualperiod orits extension, prohibit the proposed action if it is contrary
may apply to the commissioner for a certificate of authority desigy law or to the interests of insureds or the public or if it will make
nating it an assessable mutual. The commissioner shall issuepissible the circumvention of any of the requirements of ss.
certificate ifthe law permits such a corporation to issue assessapid .71 to 611.77.
policiesand if he or she finds that the conversion willetlanger  History: 1971 c. 260; 1979 c. 102; 1989 a. 303; 1997 a. 79; 1999 a. 30.
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611.785 DOMESTIC STOCK AND MUTUAL CORPORATIONS Not certified under s. 35.18 (2), stats.

611.785 Dissenters’ rights.  Sections 180.1301 to 180.1331 (4) REPORT TO COMMISSIONER. A copy of the resolution
apply tostock corporations, except as provided in s. 611.71 (5) @xjopted by the members shall be filed with the commissioner,
with respect to a shareholder’s right to dissent from a shamelicating the number of policyholders voting, the method of vot-

exchange consummated under s. 611.71. ing and the number of votes cast in favor of the plan.
History: 1989 a. 303. (5) CERTIFICATE OF AUTHORITY. If all requirements of the law
611.79 Conversion ofa domestic mutual life insurance are met, the commissioner shall issue a certificate of authority for

company into a fraternal. A domestic mutual life insurance the new fraternal. Thereupon the mutual shall cease its legal exis-
company may be converted into a fraternal under ch. 614, as felice and the corporate existence of the new fraternal shall begin,

lows: but it shall be deemed to have been incorporated as of the date the
(1) ConversioNPLAN. The board of directors of the companyconverted mutual was incorporated. The new fraternal shall have
shall adopt a plan of conversion stating: all the assets and be liable for all of the obligations of the converted

(a) The reasons for and the purposes of the proposed actigmjtual. The commissioner may grant a period not exceeding one

(b) The proposed articles and bylaws for the new fraternal; a/fr for adjustment to the requirements of ch. 614, specifying the

(c) The proposed procedure and estimated expenses for imBigent to which particular provisions of ch. 614 do not apply.
menting the conversion. History. 1975¢.373,42L.

. . Legislative Council Note, 1975This provision is not likely to be used often but

2 APPROVALBY COMMISSIONER. The plf‘«‘m shall be filed W|t.h it is desirable in order to enlarge the options open to legitimate organizations. If mem-
the commissioner for approval, together with so much of the infders of a mutual wish to accept the additional restrictions imposed by fraternal law
mation under s. 614.13 (2) as the commissioner reasondmvturn for its benefits, they should be free to do so. [Bill 643-S]
requires. The commissioner shall approve the plan unless finding,
after a hearing, that it would be contrary to the law, that the new
fraternal would not satisfy the requirements for a certificate of
authority under s. 611.20 as incorporated by s. 614.20, or that the
planwould be contrary to the interests of policyholders or the pub- MISCELLANEOUS PROVISIONS
lic.

(3) ApprOVALBY MEMBERS. After being approved by the com-611.94 Trustee of proceeds.  Section 632.42 applies to
missionerthe plan shall be submitted to the policyholders for theitisurers doing a life insurance business.
approval. History: 1979 c. 102.

SUBCHAPTER VI
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