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1 AN AcT &, relating to: fees to be charged domestic mutual holding companies.

Analysis by the Legislative Reference Bureau
INSURANCE

Under current law, the office of the commissioner of insurance (OCI) regulates
mutual insurance holding companies, which may be formed by mutual insurance
companies that convert to stock insurance companies in accordance with the
procedures set out in the statutes. The bill specifies fees that OCI may charge a
mutual insurance holding company for its regulation.

c& -k\\e\)?l_\JROI' filing documents with OCI for examination prior to initial licensing, OCI

nae¥ may charge $400. For issuing a permit or certificate of authority, OCI may charge

- $400. For an annual continuation of a permit or certificate of authority, OCI may
charge $100. For filing an annual statement with OCI, OCI may charge $100.

For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

2 SEcTiON 1. 601.31 (1) (a) 6. of the statutes is created to read:

3 601.31 (1) (a) 6. Domestic mutual holding companies, $400.
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SEcTION 2. 601.31 (1) (b) 6. of the statutes is created to read:
601.31 (1) (b) 6. Domestic mutual holding companies, $400.
SECTION 3. 601.31 (1) (c) 6. of the statutes is created to read:
601.31 (1) (c) 6. Domestic mutual holding companies, $100.
SEcTION 4. 601.31 (1) (k) 6. of the statutes is created to read:
601.31 (1) (k) 6. Domestic mutual holding companies, $100.

(END)
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State of Wisconsin / OFFICE OF THE COMMISSIONER OF INSURANCE

Tommy G, Thampson 121 Eaat Wison Streed « P.O, Bax 7873
Governar b o8 Madlson, Wiscanaln 53707-7873
Connle L O'Cannelf January 14, 1999 T i s (08) 209838
Cammissioner nup:llbadgar.slata.wi.uslq'endalm w’mu:n’
To! Sue Jablonsky, Budget Analyst
State Budget Office
From: Tim Mero, Budget Analyst 7AM
Division of Administrative Services
Subject: Revision to proposed statutory language regarding mutual holding companies.

The Office of the Commissioner of Insurance would like to revise the proposed starutory language regarding
domestic mutual holding companies that was listed on page 247 of its 1999-2001 Biennial Budget Request.
Arachment #1 is a copy of the original proposal along with the requested revisions,

The Office of the Commissioner of Insurance has substantial responsibilities in reviewing any plan o form a
domestic mutual insurance holding company. With regard to the expenses involved in this restructuring process,
Wis. Stat, sec. 644.07(11) allows for the reimbursement of the expenses incurred by the commissioner and the
protated salaries of any involved members of the Office of the Commissioner of Insurance.

Since the Office of the Commissioner of [nsurance will be fully reimbursed under Wis. Stat, sec. 644.07(11) for
review of the initial formation of domestic mutual holding companies, the originally proposed licensing fees will not
be needed. What will still be needed is the fee for filing the annual report of a domestic murual holding company,
Attachmient #2 is a copy of a memo that further explains this needed fee and Provides a review of the agency's

responsibilities related to murual holding companies.

If you have any questions concerning the infotmation in the attached material, please let me know. Thanks!

Atachments

ccr

Connie O'Connell, Commissioner
Randy Blumer, Deputy Commissioner
Peter Farrow, Insurance Administrator
Guenther Ruch, Administrator

Clare Smpleton Concord, Administrator
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Changes in Statutory Language Related to Mutual Holding Companies:

601.31 Fees. (1) The following fees, unless revised by the commissioner as provided in s. 601.32, shaf be paid fo the commissioner:

(a) For filing documents for examination p
prerequisile for operating or otherwise

reliminary lo initial licensing ot for any other initial filing of documents required by law as a

(b) For issuing a permit or certificate of authority:

(c) Annually, for continuation of a permil or certificate of authority:

(k) Forfiling an annuat statement, except as provided in 5. 641.13:

6. Damestic mutual holding companies,: $100

Intent of the Statutary Language Changes:

The Mutual Holding Co law did nat provide for the fees needed i b
statement for a domestic mutual holding company. Section €01.31 needs to provide for the above fees.

for filing an annual

247
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Summary
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State of Wisconsin / OFFICE OF THE COMMISSIONER OF INSURANCE

121 Eaal Witson Street » P.O. 8ox 7873

Madisan, Wiscansin §3707.7873

Phane: (608) 268-3585 « Fax; (808) 2665935
E-Mall: cciocl@mail. state wi us
hnp',llhadgar.slal&wi.uslagenclasloc'dod_hnma,mm

January 13, 1999
Matthew C. Mandt
Steven J. Junior

Damestic and Nondomestic Mutual Insurance Holding Companies
Review of OCI Responsibilities and their Funding

This memo outlines each significant regulatory act or responsibility that OC| could have as a result of the
niew mutual halding company law, and what fee or other charge may be collected to defray the related

expenses,

The new law has excellent funding provisions for the initial review of domestic mutual conversions. OCI|
may abtain reimbursement for all expenses, including prorated salaries, incurred by affice staff from the
insurance company that is secking to restructure. v

After conversion, routine fees apply to many actions with no change in existing law. While there is
exposure to the cost of research to support subsequent holding company decisions and financial review,
OCI does not generally charge fees for this activity. :

| have only one fee to recommend, Seclion 801.31(1)(k) 6, Wis. Stats., should be created to establish a
$100 annual fee for filing the report of a domestic mutual hoiding company. This filing is required by s.

844.21, Wis. Stats.

Nondomestic Mutual Insurance Holding Companies

There is no enabling legislatian in Wisconsin that calls for routine oversight of nondemestic mutual
insurance holding companies. Nondomestic insurers do nol file holding company registration statements
with Wisconsin. A mutual holding company is the ultimate parent of a holding company system.
Wisconsin does not incorporate or licerse nondomestic mutual insurance holding companies, nor do we
receive annual financial reports or amendments to their aticles and bylaws. Nondomestic mutual
insurance holding companies may file such information as a courtesy, but there is no slanding
requirement that they do so. There is ample autharity for this office to inquire about all such mallers, but
we have tended to defer to the state of doniciie on holding company regulation, unless we are conducting
a financial investigation.

There is work invalved in the nitial review of a nondomestic mutual insurer's adoption of a rutual
insurance holding company structure, For this work, we are already authorized to charge both a $400
application fea-and a $400 initial centificate of authority fee pursuant to ss, 601.31(1)(a) 1 and
601.31(1)(b} 1, Wis. Stats., respectively.
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If a nondomestic mutual insurance holding company desires to change its dornicile to Wisconsin, it may
apply for a certificate of incorporation. However, 5. 644.12(1)(c), Wis. Stats., requires that the converted
insurance company subsidiary be redomiciled ta Wisconsin prior to, or simultaneously with, any
redomestication of the mutual insurance holding company. This means that the $400 application fee and

$400 initial certificate of authority fee would have been collected in connection with the review of the
insurance company. tis reasonable to anticipate that the insurance company and the mutyal insurance

holding company would redomicile simultaneously.

If a nondomestic mutual holding company and a converted nondomestic insurance company were to
revert to a traditional mutual pian, or if 3 nondomestic mutual insurance hotding company were to meme
with a Wisconsin mutual insurance holding company, we wouid collect a $100 fee for filing the anicles of
merger pursuant (o s. 601.31(1)(f), Wis. Stats. This same fee would apply if a foraign mutual insurance
company were restructured into a domestic mutual insurance holding company systern.

Domestic Mutual Insurance Holding Companies

Review of |nitial Formation

The voifice has substantial responsibilities for the review of any plan o form a domestic mutual holding
company. Sections 20,145(1)(h) and 644.07(11), Wis, Stats., in combination, and only in combination,
assure that the office may obtain reimbursement for all expenses, including prorated salaries, incurred by
the commissioner and office staff in review of domestic mutual holding company conversions, These
statutes also apply to restructuring of domestic mutual insurers with existing domestic mutual holding
companies. The process of review and approval imposes the following responsibilities on OCI, among
others:

» Ifihe plan is consummated, pursuant to . 644.07(10), Wis. Stats,, the commissioner is to issue a
new certificate of authority to the converting insurance company and a ceriificale of incorporation to
the mutual insurance holding company. While the existenice and role of any intermediate stock
holding company would have to be approved by the cammissioner as part of the plan of restructuring,
the commissioner does not issue the certificate of incorporation,

«  This office must review the initial articles and bylaws of the mutual insurance holding company and
any intermediate stock holding companies, together with the revised anicles and bylaws to be used
by the insurance company after its conversion.

With the statutory provision for comprehensive reimbursement for the cost of the initial review, fees do not
need to be considered for any aspect of initial Tormation.

Fees Authorized under Current Law

Once converted from a mutual plan to a stack company, prermium taxes and fees would apply to the
insyrance company just as before the conversion,

This office will have some responsibility for regulaling the mutual insurance holding company after its
formation. The following fees apply with no change (o existing law: )

« Under ss. 644.09(2) and (3). Wis. Stats., mutual insurance holding companies must file any
amendments to their articles and bylaws with the cammissioner. As written, s. 801.31(1)(d), Wis.
. Stats., authorizes a $25 fee for amendments to aricles of incorporation. There is no fee for filing

amendments to bylaws.

= If 3 domeslic mutual holding comipany is converled to a stock corporation, s, 601,31(1)(d), Wis,
Stats., authorizes a $28 fee for filing the necessary amendmants 1o the aricles of incorporation.

A ——



@1-15-99 P9:53

)
DOR STATE BUDGET OFFICE WI = LRB 2ND FLOOR ND. 983 [Pl

Mr. Matthew C. Mand}
January 13, 1999
Page 3

+  IFthe mutual holding company structure is reorganiaed to revert back to the traditional mutual plan
under s. 644.24, Wis. Siats., then s, 801.31(1)(f), Wis. Stats., authorizes collection of a $100 fee for
fiting the necessary articles of merger. If the articles of incorporation of the re-mutualized insurer are
restated in a separate document, we are authorized {o collect a $25 fee.

» Seclion 844.27, Wis. Stals., requires the carmmissianer to review mergers and consalidations of
mutual insurance holding companies. Section 801.31(1)(f), Wis. Stats., authorizes a $100 fee for
filing articles of merger.

* Under 5. 644,06, Wis. Stats,, this office is an agent for service of process on mutual insurance holding
companies. Section 601.31(p), Wis. Stats., autharizes collection of a $10 fee for this service.

Review Subsequent to Initial Farmation for Which No Fees Exist

The office has responsibility for regulatory oversight of the domestic mutual insurance halding company in
the following situations for which there is no authorizatian of a fee or reimbursement:

« Iftheinitial plan did not include a plan for the sale of yoling stock in the converted insurance company
or in any intermediate stock holding company, the mutual insurance holding company may file such a
plan under ss. 644,15(1)(3) 2 and (b}, Wis. Stats. Amang othar responsibifities, this ofiice would have
ta approve the initial price of the stack or the proceduyre for setting and determining the price of the
stock.

= Under s. 644.19(3), Wis, Stats., the commissioner may, by rule, establish reporting requirements for
officer, director, and employee compensatian plans, )

« Under s. 644.21, Wis. Stals., each domestic mutual insurance holding company must fite an annual
report with this office.

<« Under s, 644.28, Wis, Stats_, plans for the voluntary dissolution of a domestic mutual holding
company must be reviewed and approved by the commissioner,

While the responsibility involved with same of the foregoing transactions would be very involved if they
were to occur, Lhis office does not charge for review of holding company transactions generally.

Fee Recommended

A fee should be established for filing the annual report of a domestic mutual holding company., |
recommend the creation of 5. 601.31(1)(k) 6 to read as follows:

‘Domestic mutual helding companies, $100"

This fee would be consistent with the fees of other for-profil organizations. A lower, preferential fee of
$25 is charged for gift annuities and continuing care providers. The typicat $100 fee is the least that
could be justified.

For the eslimate of budgetary impact, | would suggest a figure of zero, unless OCl management has been
advised by an insurer ta expect such a filing.
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1 AN AcT .; relating to: fees to be charged domestic mutual holding companies.

Analysis by the Legislative Reference Bureauw A v
INSURANCE: :

Under current law, the office of the comm' seioner of insurance (OCI) regulates
mutual insurance holding companies, whieli may be formed by mutual i insurance

.For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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INSERT A

w0 A\ The statutes do not provide for fees that OCI may charge for its regulation of mutual
insurance holding companies; however, the statutes require a converting insurance
company to reimburse OCI for expenses that OCI incurs in the restructuring process.
The statutes also require a mutual insurance holding company to file an annual
report with OCI, which is, of courfe, not part of the restructuring process. The bill
providcs that OCI may charge a mutual insurfince holding company a $100 fee for
filing its annual report.

(END OF INSERT A)
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AN Act ...; relating to: fees to be charged domestic mutual holding companies.

Analysis by the Legislative Reference Bureau

INSURANCE

Under current law, the office of the commissioner of insurance (OCI) regulates
mutual insurance holding companies, which may be formed by mutual insurance
companies that convert to stock insurance companies in accordance with the
procedures set out in the statutes. The statutes donot provide for fees that OCI may
charge for its regulation of mutual insurance holding companies; however, the
statutes require a converting insurance company to reimburse OCI for expenses that
OCI incurs in the restructuring process. The statutes also require a mutual
insurance holding company to file an annual report with OCI, which is, of course, not
part of the restructuring process. The bill provides that OCI may charge a mutual
insurance holding company a $100 fee for filing its annual report.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 601.31 (1) (k) 6. of the statutes is created to read:
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SECTION 1

601.31 (1) (k) 6. Domestic mutual insurance holding companies, $100.

(END)



