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732.035

GENERAL PROVISIONS

732.005 Application of private corpo-
ration law; definitions. (1) Except where
inconsistent with the express provisions of the
Insurance Code, ORS chapter 57 shall, to the
extent applicable, govern the powers, duties and
relationships of domestic insurers.

(2)(a) The following sections in ORS chapter
57 shall not apply to insurers: ORS 57.045 to
57.060; 57.306 to 57.331; 57.455 to 57.500; 57.506
and 57.511; 57.655 to 57.685, 57.716 to 57.745 and
57.755; 57.761 to 57.769; 57.776 to 57.783, 57.793
to 57.799, 57.811 and 57.815; and 57.992 to
57.994.

(b) The following section in ORS chapter 57
shall not apply to insurers without capital stock:
ORS 57.160.

(¢c) The enumeration in this subsection of
inapplicable sections in ORS chapter 57 shall not
be deemed exclusive or a limitation upon subsec-
tion (1) of this section.

(3) To the extent applicable and not inconsis-
tent with subsections (1) and (2) of this section,
ORS chapter 57 shall apply to insurers without
capital stock as well as to insurers with capital
stock. Where applicable to insurers without cap-
ital stock, references in ORS chapter 57 to
“shareholders” shall be deemed references to
“policyholders” or “subscribers” as the case may
be.

(4) In applying ORS chapter 57 as provided
in this section, unless the context requires other-
wise:

(a) “Corporation Division” or “division”
means the Insurance Division.

(b) “Corporation Commissioner” or “commi-
ssioner” means the Insurance Commissioner.

(c) “Corporation” and “domestic corporation”
means a domestic insurer. [1967 ¢.359 §146; 1985 ¢ 728
§108]

732.010 [Repealed by 1967 ¢.359 §704]

ORGANIZATION

732.015 Permit to organize insurer
required. No person shall organize or solicit or
receive any money for the organization of a
domestic insurer without a subsisting permit to
organize an insurer issued by the commissioner
pursuant to ORS 732.055. The fee for filing an
application for such a permit is as set forth in
ORS 731.804, except that no fee will be required
in the case of the organization of a reciprocal

insurer which exchanges policies of insurance
covering only wet marine hull insurance for indi-
viduals whose earned income is at least 50 percent
derived from taking and selling food resources
living in an ocean, bay or river. [1967 ¢ 359 §147; 1977
c.651 §4]

732.020 [Repealed by 1967 ¢.359 §704]

732.025 Application for permit to
organize stock insurer. Any person or per-
sons desiring to organize a domestic stock insurer
shall, as prospective incorporators, first file an
application with the commissioner for a permit to
organize such an insurer. The applicants shall
pay to the commissioner at the time the applica-
tion is filed the application fee as provided in
ORS 731.804, to partially defray the costs of
investigation, no part of which shall ke refunded.
The application shall be on forms provided by the
commissioner, shall be signed by the applicants
and verified. The form shall specify information
with regard to the following:

(1) The class or classes of insurance to be
transacted.

(2) The full names and addresses of each
person who will own or control, directly or indi-
rectly, 10 percent or more of the stock.

(3) The full name and residence address of
each person associated or to be associated in the
formation, organization, operation, management,
stock underwriting or financing of the insurer.

(4) Full disclosure of the terms of all perti-
nent agreements and understandings existing or
proposed among and between such persons so
associated. A copy of all such agreements and
understandings shall be filed with the applica-
tion.

" (5) The full name and residence address of
the proposed directors and officers, including
information regarding the character, financial
responsibility, business ability and experience in
the business of insurance or businesses related
thereto, of each.

(6) The proposed capitalization, the plan of
financing and for solicitation of stock, and a
summary of the plan of operation, including types
of policies to be issued.

(7) Such additional information, including
but not limited to financial data, actuarial proj-
ections and copies of proposed policies, which the
commissioner may by rule or otherwise require.
[1967 ¢.359 §148]

732.030 [Amended by 1967 ¢.359 §661; renumbered
751.015]

732.035 Application for permit to
organize insurer without capital stock.
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INSURANCE

Any one or more persons desiring to organize a
domestic insurer without capital stock shall, as
prospective organizers, first file an application
with the commissioner for a permit to organize
such an insurer. The provisions and requirements
of ORS 732.025 shall govern such application; in
addition, the application shall be accompanied
by:

(1) A copy of each policy for which applica-
tions are proposed to be solicited, together with a
copy of the proposed application form, and
application literature to be used in such solicita-
tion; and

(2) A schedule of premiums or premium rates
proposed to be charged in connection with such
insurance for which applications shall be solic-
ited. [1967 ¢.359 §149]

732.040 [Amended by 1967 ¢.359 §662; renumbered
751.025]

732.045 Investigation of applications
to organize insurers. Upon receipt of an
application for a permit to organize an insurer,
the commissioner shall make such investigation
of the facts and conditions as the commissioner
deems necessary, including the holding of a public
hearing on the application if the commissioner
considers it desirable or if requested by the appli-
cant. [1967 ¢.359 §150]

732.050 [Amended by 1967 c.359 §665, renumbered
751.055]

732.055 Issuance of organization per-
mit. (1) Within 90 days after the filing of the
application for a permit to organize an insurer,
the commissioner shall approve or disapprove the
application.

(2) The 90-day period referred to in subsec-
tion (1) of this section may be extended by the
commissioner for an additional period not to
exceed 30 days if the commissioner gives written
notice within such 90-day period to the applicant
that the commissioner needs such additional
time.

(3) The commissioner shall approve an
application for a permit to organize an insurer
only if the commissioner finds that:

(a) The application is complete;

(b) The documents filed with the application
are in proper form;

(c) The proposed financial structure is ade-
quate;

(d) The character, reputation, financial
responsibility and general fitness of the persons
named in the application or otherwise found to be
associated with or have an interest in the pro-

posed insurer are such as to command the confi-
dence of the public;

(e) The proposed directors are collectively
competent to assume responsibility for the man-
agement and general policies and procedures of
an insurer proposing to issue the class or classes
of insurance specified;

(f) The proposed management, collectively,
possesses the requisite general business ability
and experience in the business of insurance of the
class or classes specified in the application; and

(g) No fact is then known to the commis-
sioner which would prevent the proposed insurer
from completing its organization and receiving a
certificate of authority to transact insurance in
this state. [1967 ¢.359 §151]

732.060 [Amended by 1961 c.178 §1, 1967 ¢ 359 §666;
renumbered 751.065]

732.065 Applicants for permit to
report changes to commissioner. Any
changes in the information furnished in the
application for a permit to organize an insurer
shall be reported immediately to the commis-
sioner by the persons to whom the permit was
issued. [1967 ¢.359 §152]

732.070 [Repealed by 1967 ¢.359 §704]

732.075 Revoking or suspending per-
mit to organize insurer. After notice to the
applicant stating the grounds therefor, the com-
missioner may revoke or suspend a permit to
organize an insurer for any ground for which the
issuance of the permit could be denied. [1967 ¢ 359
§153]

732.080 [Repealed by 1967 ¢ 359 §704]

732.085 Incorporators. One or more
natural persons of the age of 21 years or older or
one or more financially responsible corporations
may act as incorporators of a domestic insurer
upon compliance with the provisions of the
Insurance Code. [1967 ¢.359 §154]

732.090 [Repealed by 1967 ¢.359 §704]

732.095 Articles of incorporation. (1)
To the extent not otherwise inconsistent with the
Insurance Code, the articles of incorporation of a
domestic insurer shall conform to ORS 57.311
and, in addition, shall contain the purpose or
purposes for which the insurer is organized and
the class or classes of insurance or reinsurance to
be made. It shall be sufficient to state, either
alone or with other purposes, that the purpose of
the insurer is to make insurance and reinsurance
of all classes for which an insurer may be author-
ized under the Insurance Code. By such state-
ment, all such classes shall be within the purposes
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732.135

of the insurer, except for express limitations in
the articles, if any.

(2) The articles or other basic document of a
mutual or reciprocal insurer shall include the
qualifications and rights of members or subscrib-
ers of the insurer. [1967 ¢.359 §155]

732.100 [Amended by 1967 c.359 §667; renumbered
751.075]

732.105 Filing articles of incorpora-
tion and surety bond. The incorporators shall
file with the commissioner within six months of
the issuance of the organization permit under
ORS 732.055:

(1) Duplicate originals of the articles of incor-
poration signed by all of the incorporators.

(2) A corporate surety bond payable to the
commissioner and the commissioner’s successors,
as trustee, in the sum of $25,000, or, in lieu
thereof, a like amount in approved securities or
cash, conditioned upon the faithful accounting to
the insurer upon completion of its organization
and the receipt of its certificate of authority from
the commissioner, or to the shareholders, mem-
bers, applicants for policies and creditors, or to
the trustee, receiver or assignee of the insurer,
duly appointed in any proceeding in any court or
department of competent jurisdiction in this
state, in accordance with their respective rights
in case the organization of the insurer is not
completed and the certificate of authority is'not
procured from the commissioner. Such bond or
deposit shall be in the form prescribed by the
commissioner. [1967 c 359 §156]

732.110 {Amended by 1967 ¢.359 §668; renumbered
751 085]

732.115 Approval of articles, docu-
ments and bond; certificate of incorpora-
tion. (1) If the commissioner finds that the
articles of incorporation and the bond filed with
the commissioner conform to law and the sureties
on the bond are acceptable, the commissioner
shall, when all fees have been paid as prescribed
in ORS 731.804:

(a) Indorse on each of such duplicate origi-
nals of the articles the word “filed,” and the
month, day and year of the filing thereof.

(b) File one of such duplicate originals in the
commissioner’s office.

(c) Issue a certificate of incorporation to
which the commissioner shall affix the other
duplicate original.

(d) Return to the incorporators or their rep-

resentative the certificate of incorporation with
the duplicate original.

(2) Upon the issuance of the certificate of
incorporation, the insurer’s corporate existence
shall begin and the insurer shall have all author-
ity and power, subject to the limitations pre-
scribed in the Insurance Code, as may be
necessary and proper to complete its organiza-
tion, obtain its initial capital and otherwise com-
plete the requirements to qualify for a certificate
of authority to transact the class or classes of
insurance proposed in its articles of incorpora-
tion. In the case of an insurer without capital
stock, the authority and power shall include the
solicitation of applications for insurance and
receipt in advance of premium payments for any
insurance for which the proposed form of applica-
tion, policies, literature and advertisements per-
taining thereto have been filed with and approved
by the commissioner. An insurer shall not other-
wise transact any business or incur any indebted-
ness until its certificate of authority to transact
insurance has been granted.

(3) The issuance of the certificate of incorpo-
ration shall be conclusive evidence that all condi-
tions precedent required to be performed by the
incorporators have been complied with and that
the insurer has been incorporated under the laws
of this state, except as against this state in a
proceeding to cancel or revoke the certification of
incorporation or any certificate of authority to
transact insurance or for involuntary dissolution
of the insurer. [1967 ¢.359 §157)

732.120 [Amended by 1967 c.359 §669; renumbered
751.095]

732.125 Registration of securities sub-
sequent to issuance of organization permit
and certificate of incorporation. If the pro-
posed domestic insurer is to issue securities, it
shall comply with the applicable provisions of
ORS chapter 59. However, the Corporation Com-
missioner shall not allow the registration of
securities of a proposed domestic insurer unless
the organizers of such insurer have been issued an
organization permit under ORS 732.055, and
have received a certificate of incorporation under
ORS 732.115. [1967 c.359 §158]

732.130 [Amended by 1967 c.359 §670; renumbered
751.105}

732.135 Soliciting subscriptions and
applications. No person shall solicit subscrip-
tions for the capital stock of, or, in the case of an
insurer without capital stock, applications for
insurance in, any insurer in the process of organi-
zation unless the insurer has filed the insurer’s
name and address with the commissioner. (1967
¢.359 §159]

732.140 [Amended by 1967 ¢.359 §671; renumbered
751.115)
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732.145 Stipulations required in sub-
scriptions and applications; disposition of
subscribed funds. (1) Every subscription to
the capital stock of an insurer in the process of
organization shall contain a stipulation that no
sum shall be used for commission, promotion or
organization expenses in excess of a stated per-
cent of the amount paid upon the subscription.
This stated amount shall not exceed 15 percent.

(2) All sums paid by subscribers and appli-
cants shall be deposited under an escrow agree-
ment approved by the commissioner in a bank,
trust company or savings and loan association in
the state until the insurer has procured a certifi-
cate of authority from the commissioner.

(3) Every subscription for stock or every
application for insurance in an insurer made prior
to its receipt of a certificate of authority shall
contain a stipulation that the money, securities
or evidences of debt advanced by the subscriber
or applicant shall be returned to the subscriber or
applicant without any deduction in case the
insurer fails to complete its organization or pro-
cure its certificate of authority or issue the policy
applied for. [1967 ¢ 359 §160]

732.150 [Amended by 1967 ¢.359 §672; renumbered
751.125]

732.155 Organization to be completed
within two years; policies to be issued
within one year of certification. (1) If the
commissioner finds that any domestic insurer has
not completed its organization and qualified for a
certificate of authority within two years from the
date of filing its articles of incorporation, the
commissioner may order the application aban-
doned and close the files in which event its
corporate powers shall expire and the commis-
sioner shall proceed as for an impaired insurer.

(2) If any domestic insurer does not com-
mence to issue policies within one year from the
date of receiving its certificate of authority, the
commissioner shall proceed as for an impaired
insurer. [1967 c.359 §161]

732.160 [Amended by 1967 ¢.359 §673; renumbered
751.135]
732.165 Liability of directors and

incorporators. The directors, incorporators,
and organizers of any insurer organized under the
Insurance Code and those entitled to participa-
tion in the profits of such insurer shall be jointly
and severally liable for all debts or liabilities of
such insurer until it has received a certificate of
authority. (1967 c.359 §162]

732.175 Liability for acting as corpo-
rate insurer without authority. Any person

who assumes to act as a corporate insurer without
a permit to organize and without the issuance of a
certificate of incorporation by the commissioner
or who assumes to transact insurance business
without a certificate of authority to transact such
business issued by the commissioner shall be
jointly and severally liable, as provided in ORS
57.793 (1). (1967 ¢.359 §163; 1981 c.633 §80]

CORPORATE PROCEDURES
GENERALLY

732.205 General powers of insurers.
Except as otherwise provided in the Insurance
Code or the articles of incorporation of an
insurer, a domestic insurer shall have:

(1) The general powers granted to corpora-
tions by ORS 57.030;

(2) The powers granted to insurers by the
Insurance Code; and’

(3) All powers necessary or convenient to
effect any or all of the purposes for which the
corporation is organized or to perform any or all
of the acts expressly or impliedly authorized or
required under the Insurance Code. [1967 ¢.359 §164]

732.210 Assertion of ultra vires. The
provision of ORS 57.040 shall not affect the right
of any policyholder of a domestic insurer or the
commissioner from asserting the lack of capacity
or power of an insurer, by reason of any provision
of the Insurance Code, to do any act or make any
conveyance or transfer of real or personal prop-
erty. [1967 c.359 §165)

732.215 Management contracts pro-
hibited. No domestic insurer shall make any
contract whereby any person is granted or is to
enjoy in fact the management of the insurer to
the substantial exclusion of its board of directors
or other governing body. [1967 c.359 §166]

732.220 Exclusive agency contracts.

(1) No domestic insurer shall make any contract
whereby any person is granted or is to enjoy in
fact the controlling or pre-emptive right to pro-
duce substantially all insurance business for the
insurer, unless the contract is filed with and
approved by the commissioner. The contract filed
with the commissioner shall be accompanied by
such application for approval as the commis-
sioner by rule may consider reasonably appropri-
ate to the purposes of this section. The contract
shall be deemed approved unless disapproved by
the commissioner within 20 days after date of
filing, subject to such reasonable extension of
time as the commissioner may require by notice
given within such 20 days. Notice of any disap-
proval shall be delivered to the insurer in writing,
stating the grounds therefor.
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732.240

(2) Any such contract shall provide that any
such producer of an insurer’s business shall
within 90 days after expiration of each calendar
year furnish the insurer’s board of directors or
other governing body a written statement of:

(a) Amounts received under or on account of
the contract and amounts expended thereunder
during such calendar year, including the emolu-
ments received therefrom by the respective direc-
tors, trustees, officers, and other principal
management personnel of the producer;

(b) Amounts paid by the producer during
such calendar year, for any purpose, to any direc-
tor, trustee, officer, agent or employe of the
insurer or to any person who is directly or indi-
rectly the beneficial owner of more than 10 per-
cent of any class of any equity security of the
insurer; and :

(c) Such classification of items and further
detail as the insurer’s board of directors or other
governing body may reasonably require.

(3) The commissioner shall disapprove any
such contract if, taking into account the custom-
ary and prevailing practices of the insurance
business and such opportunities for abuse as may
be apparent in any conflicts of interest revealed
by the contract or application, the commissioner
finds that such contract:

(a) Subjects the insurer to charges that are
disproportionate to those that the insurer might
reasonably be expected to incur under alternative
arrangements for the production of the insurer’s
business;

(b) Is to extend for an unreasonable length of
time, taking into account the incentives reasona-
bly necessary to induce the producer to undertake
the contract, the prospect of changes which are
reasonably likely to render the contract unfavora-
ble to the insurer and such other factors as the
commissioner reasonably considers appropriate;

(c) Does not contain fair and adequate stan-
dards of performance; or

(d) Contains other inequitable provision or
provisions which impair the proper interests of
stockholders, policyholders, members or sub-
scribers of the insurer.

(4) The commissioner may, after a hearing
held thereon, withdraw approval of any such
contract theretofore approved by the commis-
sioner, if the commissioner finds that the bases of
the original approval no longer exist, or that the
contract has, in actual operation, shown itself to
be subject to disapproval on any of the grounds
referred to in subsection (3) of this section.

(5) This section does not apply as to any
contract entered into prior to June 8, 1967, nor to
any extension or amendment to such contract to
the extent that such extension or amendment
may be effected merely by notice and without
further consideration. {1967 c.359 §167]

732.225 Impairment of required cap-
italization prohibited. No domestic insurer
shall reduce its combined capital and surplus by
partial distribution of its assets, by payment in
the form of a dividend to stockholders or other-
wise, below:

(1) Its required capitalization; or

(2) A greater amount which the commis-
sioner, by rule or by order after hearing upon his
own motion or the petition of any interested
person, finds necessary to avoid injury or preju-
dice to the interest of policyholders or creditors.
[1967 ¢.359 §168]

732.230 Curing impairment on demand
of commissioner. (1) Whenever the commis-
sioner determines from any showing or statement
made to the commissioner or from any examina-
tion made by the commissioner that the assets of
a domestic insurer are less than its liabilities plus
required capitalization, the commissioner may
proceed immediately under the provisions of
ORS chapter 734 or the commissioner may allow
the insurer a period of time, not to exceed 90 days,
in which to make good the amount of the impair-
ment with cash or authorized investments.

(2) If the amount of any such impairment is

not made good within the time prescribed by the

commissioner under subsection (1) of this sec-
tion, the commissioner shall proceed under the
provisions of ORS chapter 734. [1967 c.359 §169]

732.235 Voluntary dissolution of
insurer. (1) No insurer may be dissolved volun-
tarily until the commissioner has approved a plan
for liquidation of the insurer’s assets and obliga-
tions. The preparation and approval of such plan
shall follow the provisions of ORS 732.525 to
732.545.

(2) The plan of dissolution must provide for
reinsurance of substantially all insurance in force
of the insurer in accordance with the provisions
of ORS 731.512.

(3) The commissioner shall require that the
plan of dissolution provide adequate reserves in
trust or otherwise for satisfaction of all obliga-
tions of the insurer. {1967 ¢.359 §170]

732.240 Trusts of life insurance pro-
ceeds. (1) Any domestic insurer may hold in
trust the proceeds of any life insurance policy
issued by it. Such a trust shall be upon such terms
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and subject to such limitations as to revocation
by the policyholder and control by the beneficiary
thereunder as are agreed to in writing by the
insurer and the policyholder.

(2) Trust provisions authorized by this sec-
tion shall in no manner subject the insurer to any
of the provisions of the laws of this state relating
to banks or trust companies.

(3) The forms of such trust agreements shall
be first submitted to and approved by the com-
missioner. [Formerly 739 410]

732.245 Home office; records, assets;
unlawful removal. (1) Every domestic insurer
shall have and maintain its principal place of
business and home office in this state, and shall
keep therein accurate and complete accounts and
records of its assets, transactions, and affairs in
accordance with the provisions of the Insurance
Code.

(2) Every domestic insurer shall have and
maintain its assets in this state, except as to:

(a) Real property and personal property
appurtenant thereto lawfully owned by the
insurer and located outside this state, and

(b) Such property of the insurer as may be
customary, necessary and convenient to enable
and facilitate the operation of its branch offices
and regional home offices located outside this
state as referred to in subsection (4) of this
section.

(3) Removal of all or a material part of the
records or assets of a domestic insurer from this
state except pursuant to a plan of merger or
consolidation approved by the commissioner
under ORS 732.505 to 732.595, or for such rea-
sonable purposes and periods of time as may be
approved by the commissioner in writing in
advance of such removal, or concealment of such
records or assets or such material part thereof
from the commissioner, is prohibited. Upon any
removal or attempted removal of such records or
assets or upon retention of such records or assets
or material part thereof outside this state beyond
the period therefor specified in the commis-
sioner’s consent under which the records were so
removed, or upon concealment of or attempt to
conceal records or assets in violation of this
section, the commissioner may institute delin-
quency proceedings against the insurer as pro-
vided in ORS 734.150.

(4) This section shall not prohibit an insurer
from:

(a) Establishing and maintaining branch
offices or regional home offices in other states
where necessary or convenient to the transaction

of its business, and keeping therein the detailed
records and assets customary and necessary for
the servicing of its insurance in force and affairs
in the territory served by such an office, as long as
such records and assets are made readily available
at such office for examination by the commis-
sioner at the commissioner’s request;

(b) Having, depositing or transmitting funds
and assets of the insurer in or to jurisdictions
outside of this state required by the law of such
jurisdiction or as reasonably and customarily
required in the regular course of its business; or

(c) Using custodial arrangements for the
holding of securities owned by the insurer, either
in or outside of this state, and either segregated
from or commingled with securities owned by
others, if the arrangements conform to rules
adopted by the commissioner for safeguarding
the assets and facilitating the commissioner’s
examination of insurers using such custodial
arrangements. [1967 ¢.359 §172; 1979 c.846 §3]

732.250 Continuity of management in
event of national emergency. (1) The spe-
cific purpose of this section is to facilitate the
continued operation of all domestic insurers in
the event a national emergency makes it impossi-
ble or impracticable for an insurer to conduct its
business in strict accordance with applicable
provisions of law, its bylaws or its charter.

(2) The board of directors of any domestic
insurer may at any time adopt emergency bylaws,
subject to repeal or change by action of those
having power to adopt regular bylaws for the
insurer, which shall be operative during such a
national emergency and which may, notwith-
standing any different provisions of the regular
bylaws, or of the applicable statutes or of the
insurer’s charter, make any provision that may be
reasonably necessary for the operation of the
insurer during the period of such emergency.

(3) In the event the board of directors of a
domestic insurer has not adopted emergency
bylaws, the following provisions shall become
effective upon the occurrence of such a national
emergency:

(a) Three directors shall constitute a quorum
for the transaction of business at all meetings of
the board; and

(b) Any vacancy in the board may be filled by
a majority of the remaining directors, though less
than a quorum, or by a sole remaining director.

(4) If there are no surviving directors, but at
least three vice presidents of the insurer survive,
the three vice presidents with the longest term of
service shall be the directors and shall possess all
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of the powers of the previous board of directors
and such powers as are granted by this section.
By majority vote such emergency board of direc-
tors may elect other directors. If there are not at
least three surviving vice presidents, the commis-
sioner shall appoint three persons as directors
who shall possess all of the powers of the previous
board of directors and such powers as are granted
by this section, and these persons by majority
vote may elect other directors.

(5) At any time the board of directors of a
domestic insurer may, by resolution, provide that
in the event of such a national emergency and in
the event of the death or incapacity of the presi-
dent, the secretary or the treasurer of the insurer,
such officers or any of them shall be succeeded in
the office by the person named or described in a
succession list adopted by the board of directors.
Such list may be on the basis of named persons or
position titles, shall establish the order of priority
and may prescribe the conditions under which
the powers of the office shall be exercised.

(6) At any time the board of directors of a
domestic insurer may, by resolution, provide that
in the event of such a national emergency the
home office or principal place of business of the
insurer shall be at such location as is named or
described in the resolution. Such resolution may
provide for alternate locations and establish an
order of preference. [1967 c.359 §173]

DIRECTORS, OFFICERS AND
EMPLOYES

732.305 Board of directors. The
number of directors of a domestic insurer shall be
not less than five. Directors need not be share-
holders or members of the insurer unless the
articles so require but shall be 21 years of age or
older, and a majority of them shall be residents of
this state. The majority of directors shall be
persons who are not salaried officers of the
insurer. [1967 ¢.359 §174]

732.310 Classification of directors.

Notwithstanding the provisions of ORS 57.190,
a domestic insurer that has cumulative voting
may not provide for classification of directors.
[1967 c.359 §175]

732.315 [Formerly 738.200; repealed by 1983 ¢.24 §1]

732.320 Supporting documents for
expenditures. No domestic insurer shall make
any disbursement of $100 or more unless the sum
is evidenced by:

(1) A voucher signed by or on behalf of the
person receiving the money or, if a voucher can-
not be obtained, by an affidavit stating the reason
for not obtaining the voucher;

(2) A bill, invoice, statement or similar docu-
ment commonly in business use submitted on
account of goods supplied or services rendered or
both;

(3) An authorization of the board of direc-
tors, or a committee thereof or officer duly dele-
gated by the board with authority to so authorize,
in regard to compensation of officers, employes
and agents; or

(4) Satisfactory proof of claim, accepted and
approved in the manner prescribed by the
insurer, based upon provisions of a policy issued
by the insurer. [Formerly 738.420]

732.325 Certain transactions and com-
pensation between insurers and directors,
trustees, officers, agents or employes pro-
hibited. (1) Except as set forth in a plan of
acquisition described in ORS 732.525 and
approved by the shareholders and, in the case of
the issuance or sale of the insurer’s securities, as
approved by a majority of the board of directors
having no interest therein except as shareholders
or directors or failing such majority by the share-
holders, no director, trustee, officer, agent or
employe, or spouse or relative thereof, shall
receive any fee, commission, compensation or
other valuable consideration whatsoever, directly
or indirectly, for aiding, promoting or assisting:

(a) The planning, preparing or executing of
an acquisition as defined in ORS 732.505; or

(b) The planning, preparing or executing of
any plan for the issuance, sale or acquisition of
shares or other securities of the insurer for any
purpose.

(2) Except as permitted in subsection (3) of
this section, no director, trustee or officer of an
insurer shall receive, directly or indirectly, any
money or thing of value for negotiating, procur-
ing, recommending or aiding in the purchase or
sale by the insurer of property, or the making of a
loan from or to the insurer, or be pecuniarily
interested, either as principal, coprincipal, agent
or beneficiary, in such a purchase, sale or loan. No
insurer shall make any such payments or loans, or
make any advances to directors, trustees or
officers for future services to be performed, or
guarantee in any manner the financial obligations
of such persons. The word “guarantee” as used in
this subsection shall not include payments to be
made upon death of a person insured under a
credit life insurance policy.

(3) An insurer may contract, or otherwise
enter into a transaction, for the provision of
goods or services to the insurer in the normal
course of business with a director, trustee, or
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officer, or a partnership or corporation in which a
director, trustee or officer has, directly or indi-
rectly, the proprietary interest in excess of five
percent, if the interest of the director, trustee or
officer is fully disclosed to the board of directors
of the insurer, and the board thereafter approves
and authorizes the contract or transaction by a
vote sufficient for the purpose without counting
the vote of such interested person.

(4) The prohibitions set forth in this section
shall not apply to or affect:

(a) The payment to any officer of reasonable
compensation, whether based in whole or in part
upon commission or otherwise;

(b) The payment of a fee to any approved
person for legal or other specialized or profes-
sional services rendered to the insurer and
approved by the board of directors;

(c) The making of loans or advances to agents
or other employes of an insurer as required or as is
expedient in the conduct of its business; or

(d) The exercising of any rights under any
policy of insurance. [1967 ¢.359 §178; 1971 c.231 §17;
1983 c.498 §20]

SHARES, SHAREHOLDERS AND
MEMBERS

(General Provisions)

732.405 Authorized shares. No domes-
tic insurer shall issue or have outstanding more
than one class of shares, whether with or w1thout
par value. {1967 ¢.359 §179]

732.410 Right to acquire own shares.

A domestic insurer shall have the right to pur-
chase or otherwise acquire, hold, pledge, transfer
or dispose of its own issued shares. An insurer
may acquire any such shares by purchase,
exchange or disposition of its assets only from
earned surplus not otherwise restricted or, with
the prior writtén approval of the commissioner,
from other of‘its surplus. {1967 ¢.359 §180]

732.415 Stock insurer’s proxies; reg-
ulation by commissioner. (1) A proxy may be
authorized in writing to vote the shares of any
stockholder, or where authorized of a pol-
icyholder, of a domestic stock insurer at any
regular or special stockholders’ meeting.

(2) Such stockholders and policyholders shall
be provided with adequate and accurate informa-
tion with respect to the affairs of the insurer, the
interests of those involved in the solicitation of
proxies or consents, and .the matters regarding
which the proxies or consents are solicited.

(3) Every form of proxy or consent and solic-
iting material to be used in connection therewith
shall be filed with the commissioner in advance of
any circulation or other use by at least 10 days, or
such shorter period as the commissioner may
authorize. Circulation or use of a filed document
may be made when such 10-day or shorter period
has expired, unless or until the commissioner has
disapproved the filing by written notice showing
wherein the document does not comply with this
section or the pertinent rules. Any proxy or
consent obtained in violation of this section shall
be void.

(4) The commissioner may issue rules to
carry out the purposes of this section and to
prevent fraud or deception in connection with
proxies and consents. Such rules may differ as to
different types of insurers, and may include, but
not by way of limitation, provisions as to:

(a) Exemption from the requirements of this
section for insurers subject to similar provisions
of federal law, or with less than a prescribed
number of stockholders;

(b) Disclosure of equivalent information
when no proxies or consents are solicited;

(c) Form and content of proxies, consents
and solicitation materials, and filing procedures
therefor;

(d) Procedure for presentation of stockholder
proposals; and

(e) Election contests. [Formerly 738.190]

(Insider Trading)

732.420 “Equity security” defined. As
used in ORS 732.220 and 732.420 to 732.455,
“equity security” means:

(1) Any stock or similar security;

(2) Any security convertible, with or without
consideration, into such a security, or carrying
any warrant or right to subscribe to or purchase
such a security;

(3) Any such warrant or right; or

(4) Any other security which the commis-
sioner shall consider to be of similar nature and
consider necessary or appropriate, by such rules
as the commissioner may prescribe in the public
interest or for the protection of investors, to treat
as an equity security. [Formerly 738.710]

732.425 Application of insider trading
regulation. The provisions of ORS 732.430,
732.435 and 732.440 do not apply to equity
securities of a domestic stock insurer if:

(1) Such securities are registered, or are
required to be registered, pursuant to section 12
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of the Securities Exchange Act of 1934, as
amended; or

(2) Such insurer does not have any class of its
equity securities held of record by 100 or more
persons on the last business day of the year next
preceding the year in which equity securities of
the insurer would be subject to the provisions of
ORS 732.430, 732.435 and 732.440 except for the
provisions of this subsection. [Formerly 738.720]

732.430 Filing statement of security
ownership with commissioner. Every per-
son who is directly or indirectly the beneficial
owner of more than 10 percent of any class of any
equity security of a domestic stock insurer, or
who is a director or an officer of such insurer,
shall file with the commissioner on or before
January 31, 1966, or within 10 days after the
person becomes such beneficial owner, director or
officer, a statement, in such form as the commis-
sioner may prescribe, of the amount of all equity
securities of such insurer of which the person is
the beneficial owner, and within 10 days after the
close of each calendar month thereafter, if there
has been a change in such ownership during such
month, shall file in the office of the commissioner
a statement, in such form as the commissioner
may prescribe, indicating the person’s ownership
at the close of the calendar month and such
changes in the person’s ownership as have
occurred during such calendar month. [Formerly
738.730]

732.435 Suit to recover insider profits;
exempted transactions. (1) For the purpose
of preventing the unfair use of information which
may have been obtained by a beneficial owner,
director or officer as described in ORS 732.430 by
reason of the beneficial owner, director or
officer’s relationship to such insurer, any profit
realized by the beneficial owner, director or
officer from any purchase and sale, or any sale
and purchase, of any equity security of such
insurer within any period of less than six months,
unless such security was acquired in good faith in
connection with a debt previously contracted,
shall inure to and be recoverable by the insurer,
irrespective of any intention on the part of such
beneficial owner, director or officer in entering
into such transaction of holding the security
purchased or of not repurchasing the security sold
for a period exceeding six months. An action to
recover such profit may be instituted at law or in
equity in any court of competent jurisdiction by
the insurer, or by the owner of any security of the
insurer in the name and in behalf of the insurer if
the insurer shall fail or refuse to bring such action
within 60 days after request or shall fail diligently
to prosecute the same thereafter; but no such

action shall be brought more than two years after
the date such profit was realized.

(2) This section shall not be construed to
cover any transaction where such beneficial
owner was not such both at the time of the
purchase and sale, or the sale and purchase, of the
security involved, or any transaction or transac-
tions that the commissioner by rules may exempt
as not comprehended within the purpose of this
section. [Formerly 738.740]

732.440 Prohibited sales of securities.
(1) No beneficial owner, director or officer, as
described in ORS 732.430 directly or indirectly,
shall sell any equity security of such insurer if the
person selling the security or the person’s prin-
cipalk:

(a) Does not own the security sold; or

(b) If owning the security, does not deliver it
against such sale within 20 days thereafter, or
does not within five days after such sale deposit it
in the mails or other usual channels of transpor-
tation.

(2) No person shall be deemed to have vio-
lated this section if the person proves that not-
withstanding the exercise of good faith the person
was unable to make such delivery or deposit
within such time, or that to do so would cause
undue inconvenience or expense. [Formerly 738.750]

732.445 Establishing or maintaining
primary or secondary market in securities;
rules of commissioner. (1) The provisions of
ORS 732.435 do not apply to any purchase and
sale, or sale and purchase, and the provisions of
ORS 732.440 do not apply to any sale, of an
equity security of a domestic stock insurer not
then or theretofore held by the insurer in an
investment account, by a security dealer in the
ordinary course of the insurer’s business and
incident to the establishment or maintenance by
the insurer of a primary or secondary market
(otherwise than on an exchange as defined in the
Securities Exchange Act of 1934) for such
security.

(2) The commissioner may, by such rules as
the commissioner considers necessary or appro-
priate in the public interest, define and prescribe
terms and conditions with respect to securities
held in an investment account and transactions
made in the ordinary course of business and
incident to the establishment or maintenance of a
primary or secondary market. [Formerly 738 760]

732.450 Arbitrage transactions
exempt. The provisions of ORS 732.430,
732.435 and 732.440 do not apply to foreign or
domestic arbitrage transactions unless made in
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contravention of such rules as the commissioner
may adopt in order to carry out the purposes of
ORS 732.420 to 732.455. [Formerly 738.770}

732.455 Rules of commissioner. The
commissioner shall have the power to make such
rules as may be necessary for the execution of the
functions vested in the commisioner by ORS
732.420 to 732.455, and may for such purpose
classify domestic stock insurers, securities, and
other persons or matters within the commis-
sioner’s jurisdiction. No provision of ORS
732.430, 732.435 and 732.440 imposing any lia-
bility shall apply to any act done or omitted in
good faith in conformity with any rule of the
commissioner, notwithstanding that such rule
may, after such act or omission, be amended or
rescinded or determined by judicial or other
authority to be invalid for any reason. [Formerly
738.780]

(Shareholders and Members)

732.460 Annual report to shareholders
or members. Every domestic stock insurer
shall send to each shareholder within 90 days
after the end of each fiscal year of such insurer
and every domestic insurer without capital stock
shall make available at its annual meeting an
annual report of the organization, operation and
activities of such insurer, its parent if any and its
subsidiaries and affiliates if any, and financial
statements showing the financial condition of the
insurer at the end of such fiscal year and the
results of its operations for such fiscal year. The
annual report shall contain such other informa-
tion and financial statements and shall be in such
form as the commissioner may by rule prescribe.
(1967 ¢ 359 §190]

732.465 Members of domestic mutual
insurers. (1) A domestic mutual insurer shall be
owned by and operated in the interest of its
members.

(2) Each owner of one or more valid and
existing policies of insurance issued by a domestic
mutual insurer, other than a policy of rein-
surance, is a member of such insurer possessing
the rights and obligations of such membership.

(3) An owner is the person given the rights of
ownership or the power to make transactions
with the insurer under terms of the policy, includ-
ing an assignee, other than the insurer which
issued the policy, who has received an assignment
absolute on its face subject to any reasonable
minimum requirements relating to assignments
found in the policy or in the bylaws of the insurer.
In a policy of group life or health insurance the
person contracting with the insurer and to whom

the master contract is issued is the member; the
lives insured and individuals holding certificates
thereunder are not policyholders or members.

(4) A person who, because of the death of the
life insured in a policy of insurance or the death of
the life referred to in an annuity policy, has
obtained rights as a beneficiary to death benefits
or settlement payments is not a policyholder or
member. [Formerly 739.165]

732.470 Voting rights of members of
mutual insurer. (1) Each member of a domes-
tic mutual insurer is entitled to one vote on each
matter coming before a meeting of the members
and for each director to be elected regardless of
the number of policies or amount of insurance
and benefits held by such member.

(2) The member under a group policy shall
have but one vote regardless of the number of
individuals insured or benefited thereunder.

(3) Two or more persons who qualify as
policyholders under a single policy shall be
deemed one policyholder and member for pur-
poses of voting and collectively shall be entitled to
one vote.

(4) Fractional voting shall not be permitted.

(5) Where a member is a minor, the vote shall
be vested in the parent or legal guardian of such
minor.

(6) Cumulative voting for directors shall not
be permitted unless expressly provided for in the
insurer’s articles of incorporation.

(7) The right to vote shall be subject to such
reasonable minimum requirements as to duration
of membership as may be made in the articles of
incorporation and bylaws of the insurer.

(8) A member may in every case vote in
person or by proxy; the right to vote by proxy
shall be subject to reasonable provisions pertain-
ing thereto contained in the articles of incorpora-
tion and bylaws of the insurer. [Formerly 739.170]

732.475 Members’ meetings and pro-
cedures of domestic mutual and reciprocal
insurers. The following provisions shall apply
to and govern meetings of members of a domestic
mutual insurer and, to the extent applicable,
meetings of subscribers of a domestic reciprocal
insurer:

(1) Unless the notice of the meeting is by
personal mail or delivery to the members, or as
provided in subsection (5) of this section, the
annual meeting, and all special meetings of mem-
bers shall be held at or in the immediate vicinity
of the home office of the insurer.
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(2) In lieu of personal notice mailed or deliv-
ered to members, notice of the annual meeting or
of a special meeting of members may be given by
publishing a notice thereof once a week for two
consecutive weeks in the newspaper with the
largest general circulation in this state and, if the
home office is located outside the city of such
newspaper, then also in the newspaper with the
largest general circulation published at or nearest
the home office city of the insurer. The published
notice shall state the time and place of the meet-
ing and the matters to be presented and consid-
ered and, if a special meeting, shall also state the
purpose for which it is called. The date of the first
publication thereof shall be not less than 20 nor
more than 50 days prior to the meeting date.

(3) A copy of the meeting notice mailed,
delivered or published shall be mailed or delivered
to the commissioner at least 20 days prior to the
meeting date. The commissioner may attend any
such meeting.

(4) The date and time of the annual meeting
shall be set forth in the bylaws. Such date and
time and location of the home office of the insurer
shall be set forth in the policy issued to the
member or in a notice forwarded to the pol-
icyholder within 30 days after the issuance of the
policy. If the date or time of such meeting is
changed by amendment to the bylaws, which
amendment may be adopted in the same manner
as any other amendment to the bylaws, there
shall be mailed or delivered to each member not
less than 30 days before the date of the annual
meeting, the date or time of which has been
changed, a notice of the change thereof. Such a
notice may be given by policy or policy indorse-
ment or by a separate notice document.

(5) Notwithstanding the provisions of sub-
sections (1) to (4) of this section, if the commis-
sioner finds, after inquiry and investigation, that
the operations of an insurer are not financially
sound or that its management is not acting in a
sound and prudent manner for the benefit of the
members or that certain practices and procedures
of or involving the insurer’s operations or man-
agement ought to be presented to the members,
he may direct that the insurer call a special
meeting for such purpose or that such matters be
put on the agenda at an annual meeting. In such
case, the commissioner may further direct that
notice of such meeting be given in the manner
prescribed in ORS 57.150. The notice shall also
state that the special meeting is called, or that the
particular matters are included on the agenda of
the regular meeting, at the direction of the com-
missioner.

(6) The members present in person or repre-
sented by proxy shall constitute a quorum at a
duly called meeting of members. The affirmative
vote of a majority of members voting on any
matter presented at such meeting shall constitute
the act of the members unless the voting of a
greater number is required by law or the insurer’s
articles of incorporation or bylaws. [1967 ¢.359 §193,
1971 ¢.231 §43]

ACQUISITIONS, MERGERS
AND REORGANIZATIONS
(Acquisitions and Mergers)

732.505 “Acquisition” and “acquire”
defined. As used in ORS 732.505 to 732.595,
“acquisition” or “acquire” includes:

(1) Merger of two or more insurers.
(2) Consolidation of two or more insurers.

(3) Acquisition by the acquiring party,
whether or not an insurer, of all or substantially
all of the assets of an insurer by purchase,
exchange or otherwise.

(4) Acquisition by the acquiring party,
whether or not an insurer, of a controlling inter-
est of the capital stock of an insurer, by purchase,
exchange or otherwise, from such insurer.

(5) Acquisition by the acquiring party,
whether or not an insurer, of a controlling inter-
est of the capital stock of an insurer, by purchase,
exchange or otherwise, from the shareholders of
the insurer.

(6) Bulk reinsurance by one insurer of all or
substantially all of the insurance, or a major class
of such insurance, in force with another insurer or
related or affiliated group of insurers. The provi-
sions of this subsection shall not apply to ordi-
nary or customary reinsurance, or reinsurance
pursuant to a treaty or treaties approved by the
commissioner.

(7) Any other arrangement which brings
together under common ownership, control or
responsibility all or substantially all of the assets,
liabilities and insurance in force of two or more
insurers. [Formerly 738.610; 1969 ¢.336 §7; 1983 c.498 §1]

732.510 “Controlling interest,”
“substantially all,” “purchase, exchange or
otherwise” defined. As used in ORS 732.505
to 732.595:

(1) “Controlling interest” or “substantially
all” means, when acquired in one transaction or
in a related or integrated series of transactions,
more than 25 percent of the following:

(a) The capital stock of the insurer;
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(b) The assets of the insurer; or
(c) The insurance or a major class of insur-
ance in force of the insurer.

(2) “Purchase, exchange or otherwise”
includes acquisition, directly or indirectly, or
ownership directly, beneficially or through a sub-
sidiary, parent or affiliate, for cash, securities or
property, with or without any consideration, and
includes a tender offer, a request or invitation for
tenders, an acquisition or series of acquisitions in
the open market, an exchange offer or agreement,
an agreement providing an option to purchase, or
a purchase of or offer to purchase securities
convertible into voting securities. [1967 ¢.359 §195,
1969 ¢.336 §8, 1983 ¢ 498 §2]

732.515 “Acquiring party” defined. As
used in ORS 732.505 to 732.595, “acquiring
party” means any person, including any inter-
mediary or subsidiary corporation or insurer, who
acquires or holds, directly or indirectly, the assets
or capital stock or assumes the liabilities of an
insurer or other corporation. {1967 ¢.359 §196, 1983
¢ 498 §3}

732.517 Purpose of ORS 732.505 to
732.595. The purpose of ORS 732.505 to
732.595 is to prevent the acquisition of control of
an insurer or of an insurance holding company
system, as defined in ORS 732.605, when the
acquisition would be adverse to the public inter-
est and the interests of policyholders and share-
holders. A further purpose of ORS 732.505 to
732.595 is to promote the public interest and the
interests of policyholders and shareholders by
facilitating, consistent with those interests, bet-
ter use of management skills and services, diversi-
fication through acquisitions, free access to
capital markets, sound tax planning and open
competition. [1983 c.498 §5}

732.520 Acquisition of insurers. A
domestic insurer may be a party to an acquisition
involving the insurer and one or more other
domestic or foreign insurers or corporations, or
alien insurers organized under the laws of Canada
or any of its provinces, by complying with the
provisions of ORS 732.505 to 732.595. [1967 ¢.359
§197]

732.522 Application of 732.505 to
732.595 to acquisition of controlling inter-
est of capital stock. (1) ORS 732.525, 732.530,
732.540 (3), 732.545 (4), 732.550, 732.555,
732.565 and 732.570 shall not apply to an acquisi-
tion which involves only transactions of the type
described in ORS 732.505 (5).

(2) ORS 732.545 (1), (2), (3) and (5) shall
apply to an acquisition described in ORS 732.505
(5) only if:

(a) The acquiring party is to acquire 50
percent or more of the capital stock of an insurer;
or

(b) Upon consummation of the acquisition,
the acquiring party will possess, directly or indi-
rectly, the power to direct or cause the direction
of the management and policies of the insurer to
be acquired. ’

(3) Except as provided in this section, ORS
732.505 to 732.595 shall apply to an acquisition
described in ORS 732.505 (5). {1983 ¢.498 §6]

732.523 Procedure for acquiring con-
trolling interest of capital stock; filing of
statement; request for hearing. (1) Neither
an acquiring party nor any other person shall
effect an acquisition described in ORS 732.505
(5), or engage in any activity that will in fact or is
intended in fact to lead directly or indirectly to
such an acquisition, unless all of the following
requirements are met:

(a) The acquiring party or other person has
filed with the commissioner a statement contain-
ing the information required in this section. If
more than one acquiring party or other person is
required to file a statement under this paragraph,
any or all such persons acting in concert may file
a joint statement.

(b) The acquiring party or other person,
concurrently with filing the statement under
paragraph (a) of this subsection, has delivered or
mailed to the insurer to be acquired a statement
containing the information required by this sec-
tion. A statement mailed under this paragraph
shall be sent by certified mail, return receipt
requested. If a joint statement is filed under
paragraph (a) of this subsection, the joint state-
ment shall be the statement mailed or delivered
under this paragraph.

(c) The consummation of the acquisition has
been approved by the commissioner under ORS
732.540 and by the shareholders of any insurer or
other corporation whose approval is required pur-
suant to ORS 732.545.

(2) The statement to be filed with the com-
missioner under this section shall be made under
oath or affirmation and shall contain the follow-
ing information:

(a) The name and address of each acquiring
party or other person required to file the state-
ment, and:

(A) If any acquiring party or other person
required to file a statement is an individual, the
principal occupation of the person and all offices
and positions held during the past five years, and
any conviction of crimes other than minor traffic
violations during the past 10 years; and
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(B) If any acquiring party or other person
required to file a statement is not an individual, a
report of the nature of its business operations
during the past five years or for such lesser period
as the acquiring party or other person and any
predecessors of the acquiring party or other per-
son have been in existence, an informative
description of the business intended to be done by
the acquiring party or other person and its sub-
sidiaries, and a list of all individuals who are or
who have been selected to become directors or
executive officers of the acquiring party or other
person, or who perform or will perform functions
appropriate to the positions. The list shall
include for each individual the information
required by subparagraph (A) of this paragraph.

(b) The source, nature and amount of the
consideration used or to be used in effecting the
acquisition, a description of any transaction in
which funds were or are to be obtained for the
acquisition and the identity of persons furnishing
the consideration. However, when a source of
consideration is a loan made in the lender’s
ordinary course of business, the identity of the
lender shall remain confidential, if the acquiring
party or other person filing the statement so
requests.

(c) Fully audited financial information as to
the earnings and financial condition of each
acquiring party or other person required to file a
statement for the preceding five fiscal years of the
acquiring party or other person, or for such lesser
period as the acquiring party or other person and
any predecessors of the acquiring party or other
person has been in existence, and similar
unaudited information as of a date not earlier
than 90 days prior to the filing of the statement.

(d) Any plan or proposals of the acquiring
party or other person required to file a statement
to liquidate the insurer, to sell its assets or merge
or consolidate it with any person, or to make any
other material change in its business or corporate
structure or management.

() The number of shares of any security
which each acquiring party or other person
required to file a statement proposes to acquire in
connection with the acquisition, the terms of any
proposed offer or agreement relating to the
acquisition and a statement as to the method by
which the fairness of the proposal was deter-
mined.

(f) The amount of each class of any security
of the type to be acquired in connection with the
acquisition which is beneficially owned or con-
cerning which there is a right to acquire bene-
ficial ownership by any acquiring party or other
person required to file a statement.

(g) A full description of any contracts,
arrangements or understandings with respect to
any security of the type to be acquired in connec-
tion with the acquisition in which any acquiring
party or other person required to file a statement
is involved, including, without limitation, those
involving transfer of any of the securities, joint
ventures, loan or option arrangements, puts or
calls, guarantees of loans, guarantees against loss
or guarantees of profits, division of losses or
profits or the giving or withholding of proxies.
The description shall identify the persons with
whom the contracts, arrangements or under-
standings have been entered.

(h) A description of the purchase of any
security of the type to be acquired in connection
with the acquisition during the 12 calendar
months preceding the filing of the statement, by
any acquiring party or other person required to
file a statement, including the dates of purchase,
names of the purchasers and consideration paid
or agreed to be paid for the security.

(i) A description of any recommendation to
purchase any security of the type to be acquired
in connection with the acquisition made by any
acquiring party or other person required to file a
statement, or by anyone based upon interviews or
at the suggestion of any acquiring party or other
person required to file a statement, during the 12
calendar months preceding the filing of the state-
ment.

() Copies of all tender offers for, requests or
invitations for tenders of, exchange offers for and
agreements to acquire or exchange any securities
of the type to be acquired in connection with the
acquisition and, if distributed, copies of addi-
tional soliciting material relating thereto.

(k) A description of the terms of any agree-
ment, contract or understanding made with any
broker-dealer as to solicitation for tender of
securities of the type to be acquired in connection
with the acquisition, including the amount of any
fees, commissions or other compensation to be
paid to any broker-dealer in connection with the
agreement, contract or understanding.

(L) Any additional information as the com-
missioner by rule may prescribe as necessary or
appropriate in the public interest or for the pro-
tection of policyholders and shareholders of the
insurer.

(3) All requests or invitations for tenders or
advertisements making a tender offer or request-
ing or inviting tenders of securities for control of
an insurer made by or on behalf of any acquiring
party or other person required to file the state-
ment under this section shall contain any of the
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information specified in subsection (2) of this
section as the commissioner may prescribe as
necessary or appropriate in the public interest or
for the protection of policyholders and share-
holders. Copies of the materials shall be filed with
the commissioner at least 10 days prior to the
time the materials are first published or sent or
given to security holders. Any additional mate-
rials soliciting or requesting the tenders subse-
quent to the initial solicitation or request shall
contain such information as the commissioner
may prescribe as necessary or appropriate in the
public interest or for the protection of pol-
icyholders and shareholders. Copies of the addi-
tional materials shall be filed with the
commissioner at least 10 days prior to the time
the materials are first published or sent or given
to security holders.

(4) If any acquiring party or other person
required to file the statement under this section is
a partnership, limited partnership, syndicate or
other group, the information called for by subsec-
tion (2) of this section shall be given with respect
to each partner of the partnership or limited
partnership, each member of the syndicate or
group and each person who controls the partner
or member. If the acquiring party or other person
required to file the statement under this section is
a corporation, the information called for by sub-
section (2) of this section shall be given with
respect to the corporation and each officer and
director of the corporation and each person who
is directly or indirectly the beneficial owner of
more than 10 percent of the outstanding
securities of the corporation.

(5) Any acquiring party or other person
required to file the statement under this section
may file with the statement or within 10 days
thereafter a written request for a hearing on the
acquisition. The insurer to be acquired may file
with the commissioner a written request for a
hearing on the acquisition within 10 days after
the filing of the statement. {1983 ¢.498 §9]

732.525 Plan of acquisition. The par-
ties to the acquisition shall prepare a written plan
setting forth:

(1) The names of the insurers and other
parties to the plan, the name of the acquiring
party, and, in the case of a merger or consolida-
tion, the name of the insurer which shall be the
surviving or continuing insurer.

(2) All essential terms and provisions of the
plan, including but not limited to the terms and
conditions of issuance of any security in exchange
for one or more outstanding securities, claims or
property interest, or partly in such exchange and
partly for cash.

(3) In the case of a merger, consolidation or
exchange of securities, the manner and basis of
converting the securities of each party into
securities, guaranties or obligations of any party
to the plan.

(4) A statement of any changes in the articles
of incorporation or other governing document of
the surviving, continuing or acquiring party to be
effected by such plan.

(5) Such other provisions with respect to the
proposed plan as are necessary or desirable. {1967
¢.359 §198; 1983 ¢.498 §7]

732.530 Procedure for acquisition. (1)
The board of directors of each insurer and each
other party to the plan of acquisition shall by
resolution approve the written plan.

(2) Duplicate originals of the written plan
approved by the directors, executed in duplicate
by each insurer and verified by one of the officers
of each insurer or other party, together with
certified copies of the authorizing resolution of
each board of directors showing adoption and
approval, shall be filed with the commissioner.

(3) Any insurer or other party to the plan
may, if it so desires, include with the filing, or file
within 10 days thereafter, a written request for a
hearing on the plan. {1967 ¢ 359 §199]

732.535 Hearing on proposed acquisi-
tion; notice. (1) If a written request for a
hearing has been duly filed or if, within 10 days
after filing of the plan or statement, the commis-
sioner considers it necessary or advisable to hold
a hearing, the commissioner shall direct that a
hearing upon the fairness of the proposed acquisi-
tion and other matters requisite to the commis-
sioner’s approval be held.

(2) The hearing shall be held within 30 days
after the filing of the written request for hearing
or the commissioner’s order directing that a hear-
ing be held at a time and place designated by the
commissioner and upon such reasonable notice to
the persons described in subsection (3) of this
section as the commissioner may order. The
notice shall be given by any one or more of the
insurers or other parties to the proposed acquisi-
tion as directed by the commissioner. The acquir-
ing party shall bear the expense of providing the
notice and, as security for the payment of the
expense, shall file with the commissioner a bond
or other deposit in a form and amount acceptable
to the commissioner.

(3) The following persons shall have an
opportunity to be heard at the hearing:

(a) Each insurer and other party to the pro-
posed acquisition;
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(b) Each person to whom it is proposed to
issue securities in connection with the proposed
acquisition;

(c) Each policyholder or shareholder of the
insurers or other parties; and

(d) Each other person who may be adversely
affected by the proposed acquisition. [1967 ¢.359
§200; 1983 ¢ 498 §10]

732.540 Approval of proposed acquisi-
tion. (1) The commissioner shall approve the
proposed acquisition within 30 days after filing of
the proposed acquisition or within 30 days after
the hearing if one is called and held, unless the
commissioner finds that the proposed acquisi-
tion:

(a) Is contrary to law or would result in a
prohibited combination of risks or classes of
insurance;

(b) Is inequitable or unfair to the pol-
icyholders or shareholders of any insurer involved
or to any other person affected by the proposed
acquisition, provided that, in connection with an
acquisition described in ORS 732.505 (5), the
commissioner shall evaluate the fairness of the
proposed acquisition to the shareholders of the
insurer to be acquired only with respect to any
shareholders remaining after consummation of
the acquisition who are unaffiliated with the
acquiring party or parties;

(c) Would substantially reduce the security of
and service to be rendered to policyholders of any
domestic insurer involved, in this state or else-
where;

(d) Provides for a foreign or alien insurer to
be an acquiring party, and the commissioner
further finds that the insurer cannot satisfy the
requirements of this state for transacting an
insurance business involving the classes of insur-
ance affected by the acquisition;

(e) Is detrimental to free competition; or

(f) Is subject to other material and reasonable
objections.

(2) If the commissioner does not approve the
proposed acquisition, the commissioner shall
promptly notify each insurer and other party to
the proposed acquisition in writing, specifying
the bases, factors and reasons for the disapproval
and giving each insurer and other party which
filed the plan or statement relating to the pro-
posed acquisition an opportunity to amend the
plan or statement, if possible, to obviate the
commissioner’s objections.

(3) Any amendment to the plan filed under
ORS 732.530 pursuant to the commissioner’s

objection shall be adopted by the insurers and
other parties to the plan pursuant to ORS
732.530 and, if a hearing was held on the pro-
posed acquisition, shall be resubmitted at a hear-
ing held pursuant to this section unless the
commissioner finds that such a hearing is not
necessary for the protection of the policyholders,
shareholders or any other person affected by the
proposed acquisition.

(4) Any amendment to the statement filed
under ORS 732.523 pursuant to the commis-
sioner’s objection shall be filed by the acquiring
party or parties or other person or persons filing
the statement and, if a hearing was held on the
proposed acquisition, shall be resubmitted at a
hearing held pursuant to this section unless the
commissioner finds that such a hearing is not
necessary for the protection of the policyholders,
shareholders or any other person affected by the
proposed acquisition.

(5) Any insurer or other party to the proposed
acquisition, including the insurer proposed to be
acquired, within 60 days after receipt of a notice
of approval or disapproval, may petition the Cir-
cuit Court for Marion County, or the circuit court
for the county in which the objector has its
principal place of business in this state, if any, for
judicial review of the commissioner’s action. The
provisions of ORS 183.310 to 183.550, to the
extent applicable, shall govern the judicial review
and any appeal therefrom to the Court of
Appeals. For purposes of the judicial review the
specifications required to be set forth in the
written notice from the commissioner shall be
deemed the findings of fact and conclusions of
law of the division.

(6) On petition to the court, the court’s power
shall extend to affirming the order of the commis-
sioner, modifying all or any part of the commis-
sioner’s objections, adding additional objections,
approving the proposed acquisition as submitted
or subject to such modifications or changes as the
court may find proper, and requiring resubmis-
sion to the boards of directors or other governing
bodies or for hearing as provided in ORS 732.535.
[1967 ¢.359 §201; 1979 ¢.562 §32; 1983 ¢.498 §11]

732.545 Approval by shareholders,
members or subscribers. (1) Following
approval of the proposed acquisition by the com-
missioner or pursuant to court order or decree,
the proposed acquisition shall be submitted to the
members or subscribers of an insurer without
capital stock and to the shareholders of an insurer
with capital stock, and to the shareholders of any
other corporation which is a party to the pro-
posed acquisition at a meeting of each called for
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that purpose. The commissioner or the court may
waive the requirement of such meeting with
respect to any foreign insurer or foreign corpora-
tion that is a party to the proposed acquisition.

(2) A notice of the meeting shall set forth the
time, place and purpose of the meeting, and the
notice, the procedure to be followed at the meet-
ing and the voting at the meeting shall be gov-
erned by the provisions applicable to regular or
special meetings of members. subscribers or
shareholders in the Insurance Code, the articles
of incorporation and the bylaws of the insurer,
except that ORS chapter 57 shall apply to the
notice, procedure and voting by any party to the
proposed acquisition which is not an insurer.

(3) Unless the articles or bylaws of any
insurer or other party to the proposed acquisition
provide for a greater percentage or number of
votes, the proposed acquisition shall be approved
by at least two-thirds of the votes cast, in person
or by proxy, at a meeting duly called and held.

(4) If the proposed acquisition is approved
under this section and becomes effective as pro-
vided in ORS 732.565, the terms of the proposed
acquisition shall bind all members and subscrib-
ers of an insurer without capital stock, all share-
holders of an insurer with capital stock and all
shareholders of any other corporation that is a
party to the proposed acquisition.

(5) Except as otherwise provided in ORS
732.522, the provisions of ORS 57.870 to 57.895
with regard to procedures for and rights and
liabilities of dissenting shareholders shall apply
to all acquisitions subject to ORS 732.505 to the
extent that an insurer with capital stock or other
corporation is a party to the proposed acquisition
or is otherwise affected by or involved in the
proposed acquisition. [1967 ¢ 359 §202; 1973 ¢.515 §2;
1981 ¢ 633 §81; 1983 ¢.498 §12]

732.550 Acquisition of assets or insur-
ance of mutual insurers. (1) If the plan of
acquisition will result in the acquisition by an
insurer with capital stock of all or substantially
all of the assets of an insurer without capital
stock, or reinsurance in an insurer with capital
stock of all or substantially all of the insurance in
force of an insurer without capital stock, the plan
must provide for payment to each member or
subscriber of the insurer without capital stock
entitled thereto, as provided in subsection (2) of
this section, of the subscriber’s or of the insurer’s
equity, if any, in such insurer to be so acquired or
reinsured as determined under a fair formula
approved by the commissioner.

(2) The insurer without capital stock shall
make a reasonable classification of its policies

held by its members or subscribers to determine
the value or basis of each member’s or sub-
scriber’s equitable share. The formula shall take
into consideration all of the financial data nor-
mally required to be reported annually to the
commissioner. The expenses of the acquisition
which is the subject of this section shall be shared
equitably by the insurers involved.

(3) Payment for the member’s or subscriber’s
equity shall be made in cash, except that the
acquiring insurer may offer an option to the
member or subscriber to take cash or stock in the
acquiring insurer for the member’s or subscriber’s
equitable interest.

(4) To qualify for an equitable distribution, a
policyholder must have been a member or sub-
scriber of the insurer for at least one year at the
time such plan was approved and adopted by the
members or subscribers. [1967 ¢.359 §203]

732.555 Filing articles of acquisition;
issuance of certificate. (1) If the plan of
acquisition is approved by the shareholders,
members or subscribers as the case may be, the
acquiring corporation or, if there is none, any
insurer or other party to the plan, shall file with
the commissioner duplicate originals of the arti-
cles of merger, consolidation or acquisition,
executed and verified by one of the officers of
each such insurer or other party, setting forth:

(a) The names of each insurer and other
party to the plan and the name of the surviving,
resulting or continuing insurer and acquiring
insurer, if any;

(b) A certified copy of the plan of acquisition
as it is to be carried out;

(¢) That the plan as filed has been duly
adopted by the members, subscribers or share-
holders of each insurer and other party to the
plan, and setting forth by class and series the
number of persons present, the number of shares
represented, the number of members or subscrib-
ers of any such insurer, the authorized shares of
each such insurer and other party and the number
of members, subscribers or shares of each class
and series, as the case may be, voting for and
against the plan; and

(d) A statement of the effective date of the
acquisition not otherwise provided in the plan.

(2) If the commissioner finds that the articles
conform to law, the commissioner shall, when all
applicable fees and charges have been paid:

(a) Indorse on each of such duplicate origi-
nals the word “filed,” and the month, day and year
of the filing thereof;

654



DOMESTIC INSURERS

732.590

(b) File one such duplicate original in the
office of the commissioner;

(c) Issue a certificate of merger, consolidation
or acquisition, as the case may be, to which the
commissioner shall affix the other duplicate orig-
inal of the articles; and

(d) Return the certificate together with the
duplicate original of the articles affixed thereto to
the acquiring corporation, if any, or the surviv-
ing, resulting or continuing insurer, as the case
may be, or to the party filing such articles, or its
representative. [1967 ¢ 359 §204)

732.560 Compliance with foreign or
alien laws. (1) The action taken by any foreign
or alien insurer or other party to the proposed
acquisition must be authorized by the laws of the
state, country or province under which it is incor-
porated or organized, and each foreign or alien
insurer or other party must satisfy and comply
with any applicable laws thereof and with the
provisions of its articles of incorporation and
bylaws.

(2) If a foreign or alien insurer or other party
to the proposed acquisition is to be the acquiring,
surviving, resulting or continuing insurer, it must
qualify for and receive a certificate of authority to
transact insurance in this state. [1967 ¢.359 §205;
1983 ¢ 498 §13]

732.565 Effective date of acquisition.
The plan of acquisition shall be effective when-
ever all of the following have occurred:

(1) The certificate of the commissioner has
been issued pursuant to ORS 732.555;

(2) The laws of any state, country or province
referred to in ORS 732.560 (1) have been satis-
fied; and .

(3) All of the conditions for such effectiveness
set forth in the plan or referred to therein have
been met and the plan by its terms has become
effective. [1967 ¢ 359 §206)

732.570 Effect of acquisition. (1) Inthe
event of a merger or consolidation, ORS 57.480
shall apply to the merging or consolidating insur-
ers or other party to the plan.

(2) In the event of reinsurance pursuant to
the plan, the applicable provisions of the Insur-
ance Code shall govern the effects thereof. [1967
¢.359 §207]

732.575 Rulemaking authority for
ORS 732.505 to 732.595. The commis-
sioner may adopt rules and orders to carry out
ORS 732.505 to 732.595. [1983 ¢.498 §15]

732.580 Jurisdiction over person
obtaining or attempting to obtain control.

Any person who obtains or attempts to obtain
control of a domestic insurer shall be subject to
the jurisdiction of the courts of this state. [1983
¢ 498 §16]

732.585 Violations of 732.505 to
732.595 described. The following are vio-
lations of ORS 732.505 to 732.595:

(1) The failure to file the plan required under
ORS 732.525 or the statement required under
ORS 732.523.

(2) Effecting or any attempt to effect an
acquisition of an insurer:

(a) Unless the commissioner or the reviewing
court has approved the acquisition pursuant to
ORS 732.540, and the members, subscribers or
shareholders of any insurer or other corporation
whose approval is required have given their
approval pursuant to ORS 732.545; or

(b) After disapproval of the acquisition by
the commissioner or the reviewing court or by the
members, subscribers or shareholders of any
insurer or other corporation whose approval is
required.

(3) Any other failure to comply with the
provisions of ORS 732.505 to 732.595 or with any
rule or order issued by the commissioner under
ORS 732.505 to 732.595. [1983 ¢.498 §17]

732.590 Remedies for violation of ORS
732.505 to 732.595. (1) Whenever it appears
to the commissioner that any person has commit-
ted or is about to commit a violation of any
provision of ORS 732.505 to 732.595 or of any
rule or order issued by the commissioner under
ORS 732.505 to 732.595, the commissioner may
apply to the Circuit Court for Marion County for
an order enjoining the person, and any director,
officer, employe or agent of the person, from
violating or continuing to violate any provision of
ORS 732.505 to 732.595, or of any rule or order
issued by the commissioner under ORS 732.505
to 732.595, and for such other equitable relief as
the nature of the case and the interests of the
policyholders, creditors and shareholders of any
insurer or the public may require.

(2) No security that is the subject of any
agreement or arrangement regarding acquisition,
or that is acquired or to be acquired, in contra-
vention of ORS 732.505 to 732.595 or of any rule
or order issued by the commissioner under ORS
732.505 to 732.595, may be voted at any share-
holder’s meeting, or may be counted for quorum
purposes, and any action of shareholders requir-
ing the affirmative vote of a percentage of shares
may be taken as though such securities were not
issued and outstanding. However, no action
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taken at any such meeting shall be invalidated by
the voting of such securities unless the action
would materially affect control of the insurer or
unless the courts of this state have so ordered. If
an insurer or the commissioner has reason to
believe that any security of the insurer has been
or is about to be acquired in contravention of
ORS 732.505 to 732.595 or any rule or order
issued by the commissioner under ORS 732.505
to 732.595, the insurer or the commissioner may
apply to the Circuit Court for Marion County, or
to the circuit court for the county in which the
insurer has its principal place of business in this
state, if any, to enjoin any offer, request, invita-
tion, agreement or acquisition made in contra-
vention of ORS 732.505 to 732.595 or any rule or
order issued by the commissioner under ORS
732.505 to 732.595, to enjoin the voting of any
security so acquired, to void any vote of such
security already cast at any meeting of share-
holders, and for such other equitable relief as the
nature of the case and the interests of the
insurer’s policyholders, creditors and share-
holders or the public may require.

(3) In any case in which a person has
acquired or is proposing to acquire any voting
securities of an insurer in violation of ORS
732.505 to 732.595 or any rule or order issued by
the commissioner under ORS 732.505 to 732.595,
the Circuit Court for Marion County, or the
circuit court for the county in which the insurer
has its principal place of business in this state, if
any, upon the application of the insurer or the
commissioner and on such notice as the court
deems appropriate, may seize or sequester any
voting securities of the insurer owned directly or
indirectly by the person, and issue any order with
respect to the voting securities as may be appro-
priate to effect the provisions of ORS 732.505 to
732.595. Notwithstanding any other provision of
law, for the purposes of this section, the situs of
the ownership of the securities of domestic insur-
ers is located in this state. [1983 c.498 §18]

732.595 Severability. If any provision of
ORS 732.505 to 732.595 or the application
thereof to any person or circumstance is held
invalid, such invalidity shall not affect other
provisions or applications of ORS 732.505 to
732.595 which can be given effect without the
invalid provision or application, and to this end
the provisions of ORS 732.505 to 732.595 are
declared to be severable. [1983 ¢ 498 §19]

(Reorganizations)

732.597 Reorganization of mutual
insurer as stock insurer; reorganization

plan; procedures. (1) As provided in this sec-
tion and ORS 732.598, a domestic mutual insurer
other than a domestic mutual life, health or life
and health insurer may be reorganized as a
domestic stock insurer under a plan of
reorganization approved by the commissioner,
upon satisfaction of the requirements applicable
to the formation of a domestic stock insurer.

(2) A reorganization plan for purposes of this
section must determine the amount of reasonable
compensation to be made to eligible members of
the mutual insurer for their equities as owners of
the insurer and must make adequate provision for
paying the compensation. The compensation
shall be apportioned in the manner prescribed in
ORS 732.550 (2). The plan must specify a date for
determining whether a member is eligible for a
distribution. A member is eligible for a distribu-
tion if the member was a member on the date
specified for eligibility in the reorganization plan
or was a member within the 36 months immedi-
ately preceding the eligibility date. The date for
determining eligibility for distribution must be
one of the following dates:

(a) The date on which the reorganization
plan is adopted by resolution of the board of
directors of the domestic mutual insurer.

(b) The date on which the reorganization
plan is approved by a vote of the members.

(c) The date that ends a calendar quarter
during which either action under paragraph (a) or
(b) of this subsection is taken.

(3) Approval at a corporate meeting of mem-
bers by two-thirds of the members of a domestic
mutual insurer who vote on the plan pursuant to
the notice and procedure approved by the com-
missioner shall constitute approval of the
reorganization plan by the insurer’s members.

(4) The procedure for approval by the com-
missioner of a reorganization plan under this
section shall be the same as the procedure for
approval by the commissioner of a plan of
acquisition under ORS 732.540.

(5) When the commissioner has approved a
reorganization plan under subsection (4) of this
section, the commissioner shall issue a new cer-
tificate of authority to the converted insurer. The
mutual insurer becomes a stock insurer on the
date of the new certificate of authority. The stock
insurer shall be a continuation of the mutual
insurer and the reorganization shall not annul,
modify or change any of the mutual insurer’s
existing civil actions, rights, contracts or lia-
bilities except as provided in the reorganization
plan. After reorganization, the stock insurer shall
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exercise all rights and powers and perform all the
duties conferred or imposed by law upon insurers
writing the classes of insurance written by the
stock insurer, and shall retain the rights and
contracts existing prior to reorganization, subject
to the terms of the plan. The directors and
officers of the mutual insurer shall serve until new
directors and officers have been elected and
qualified pursuant to the articles of incorporation
and bylaws of the new stock insurer. [1985 ¢.327 §2)

732.598 Distribution of ownership
equities. (1) Upon the reorganization of a
domestic mutual insurer as a domestic stock
insurer under ORS 732.597, the ownership equi-
ties of members of the domestic mutual insurer
shall be distributed to its eligible members.

(2) Upon the reorganization of a domestic
mutual insurer as a domestic stock insurer under
ORS 732.597, the distributive share of each mem-
ber entitled thereto shall be in the proportion
that the aggregate premiums earned by the
insurer on the policies in force of that member
during the 36 months before the eligibility date
established under ORS 732.597 (2) bear to the
aggregate of all premiums so earned during the
same 36 months on all the policies in force of all
such members who are entitled to a distributive
share. [1985 ¢.327 §3]

732.599 Reorganization of mutual
insurer to life, health or life and health
insurer; reorganization plan; procedures.

(1) As provided in this section, a domestic
mutual life, health or life and health insurer may
be reorganized as a domestic stock life, health or
life and health insurer under a plan of reorganiza-
tion approved by the commissioner, upon satis-
faction of the requirements applicable to the
formation of a domestic stock life, health or life
and health insurer.

(2) The plan of reorganization shall cause the
insurer’s articles of incorporation to be amended.
The plan shall be:

(a) Approved by a resolution adopted by a
majority vote of the insurer’s board of directors.
The resolution shall specify the reasons for and
the purposes of the proposed reorganization and
the manner in which the reorganization is
expected to benefit the policyowners.

(b) Submitted to the commissioner for writ-
ten approval, following adoption of the resolution
under paragraph (a) of this subsection.

(c) Approved by a majority vote of the mem-
bers of the insurer voting at a meeting of the
members, called in accordance with ORS 732.475.

(d) Filed with the commissioner, following
approval under paragraphs (b) and (c) of this
subsection.

(3) A plan of reorganization shall include all
provisions specified in this subsection. The plan,
upon satisfaction of the requirements of subsec-
tion (1) of this section, shall bind each eligible
member of the insurer. For purposes of this
subsection, an eligible member is a policyowner of
the mutual insurer who has had at least one policy
in force continuously for not less than a one-year
period ending on the date the board of directors
adopts the plan of reorganization. The plan shall
include the following:

(a) A fair and reasonable formula, approved
by the commissioner, for determining the equity
of each eligible member of the insurer. The equity
shall be based upon an appraisal of the fair value
of the insurer by one or more qualified and
disinterested persons appointed by the insurer
with the approval of the commissioner. Such
persons shall consider the assets and liabilities of
the insurer and any factors bearing on the value
of the insurer, as well as the value of each mem-
ber’s equity determined in accordance with ORS
732.550 (2).

(b) A pre-emptive right to each eligible mem-
ber to acquire the eligible member’s proportion-
ate part of all of the proposed capital stock of the
insurer, within a designated reasonable period, by
applying against the purchase price of the stock
such part of the amount of the eligible member’s
equity determined under paragraph (a) of this
subsection.

(c) A provision that each eligible member not
applying the member’s equity against the pur-
chase price of stock must elect in writing to
receive either a cash payment or a certificate of
contribution described in this paragraph. The
cash payment shall not be greater than 50 percent
of the member’s equity as determined by the
formula in paragraph (a) of this subsection. The
certificate of contribution shall:

(A) Be in an amount equal to 100 percent of
the member’s equity;

(B) Bear interest at the minimum standard
valuation rate of all life insurance policies of more
than 20 years duration issued by the insurer in
the year of conversion; and

(C) Be repayable within 10 years or later if
necessary under the terms of the plan. The cer-
tificate of contribution may be paid later only on
written approval of the commissioner and only
out of surplus in excess of an amount established
in the plan.

(d) A provision that any eligible member who
does not elect in writing to receive cash or pur-
chase stock shall receive a certificate of contribu-
tion.
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(e) A provision that:

(A) The stock purchased or the cash or cer-
tificate of contribution shall constitute full pay-
ment and discharge of the eligible member’s
equity or property interest in the mutual insurer;
and

(B) The eligible member shall have no other
rights with respect thereto.

_{f) A provision specifying the number of
shares to be authorized for the new stock insurer,
their par value and the method for determining
the price at which the shares will be offered to
eligible members. The number of authorized
shares and their par value must be such that the
plan, when completed, will provide for the con-
verted insurer paid-in capital and surplus in an
amount not less than the minimum paid-in cap-
ital and surplus required of a domestic stock
insurer to transact like kinds of insurance upon
initial authorization.

(g) A provision:

(A) Permitting the offering to others of all or
any part of the shares not purchased by eligible
members within the designated period referred to
in paragraph (b) of this subsection, at a price not
less than the offering price to eligible members;
and

" (B) Prohibiting the insurer’s officers,
employes and full-time agents from purchasing
more than 25 percent of the shares of the capital
stock of the insurer.

(4) The procedure for approval by the com-
missioner of a reorganization plan under this
section shall be the same as the procedure for
approval by the commissioner of a plan of
acquisition under ORS 732.540.

(5) Within a reasonable time after the
approved plan has been filed with the commis-
sioner, the commissioner shall issue a new certifi-
cate of authority to the converted corporation.

(6) The issuance of the certificate of author-
ity under subsection (5) of this section is the act
of reorganization and the mutual insurer shall
immediately become a stock corporation. The
insurer shall be a continuation of the original
insurer and the reorganization shall not annul,
modify or change any of the insurer’s existing
civil actions, rights, contracts or liabilities except
as provided in the reorganization plan. After
reorganization, the insurer shall exercise all
rights and powers and perform all the duties
conferred or imposed by law upon insurers writ-
ing the classes of insurance written by the
insurer, and shall retain the rights and contracts
existing prior to reorganization, subject to the

terms of the plan. The directors and officers of
the mutual insurer shall serve until new directors
and officers have been elected and qualified pur-
suant to the articles of incorporation and bylaws
of the new stock insurer.

(7) Following the issuance of the new certifi-
cate of authority, the commissioner shall accept
for filing a verified copy of the amended articles
of incorporation.

(8) No person other than the new insurer or a
company that is more than 50 percent owned by
the new insurer may directly or indirectly acquire
or offer to acquire the beneficial ownership of five
percent or more of any class of voting stock of the
converted domestic life, health or life and health
insurer within five years after the date of
reorganization under this section, without the
prior written approval of the commissioner. [1985
¢ 327 §4]

INSURANCE HOLDING
COMPANY REGISTRATION

732.605 Definitions for ORS 732.605
t0 732.705. Asusedin ORS 732.605 to 732.705:

(1) “Affiliate” of, or person “affiliated” with, a
specific person means a person that directly, or
indirectly through one or more intermediaries,
controls, or is controlled by, or is under common
control with, the person specified.

(2) “Control” means the possession, direct or
indirect, of the power to direct or cause the
direction of the management and policies of a
person, whether through the ownership of voting
securities, by contract other than a commercial
contract for goods or nonmanagement services, or
otherwise, unless the power is the result of an
official position with or corporate office held by
the person. Control shall be presumed to exist if
any person, directly or indirectly, owns, controls,
holds with the power to vote, or holds proxies
representing, 10 percent or more of the voting
securities of any other person. This presumption
may be rebutted by a showing made in the man-
ner provided by ORS 732.695 that control does
not exist in fact. The commissioner may deter-
mine, after furnishing all persons in interest
notice and opportunity to be heard and making
specific findings of fact to support such determin-
ation, that control exists in fact, notwithstanding
the absence of a presumption to that effect.

(3) “Insurance holding company system”
means two or more affiliated persons, one or more
of which is an insurer. [1971 ¢.373 §2]

732.615 Holding company system
members required to register; exception.
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Every domestic insurer, except a home protection
insurer, that is a member of an insurance holding
company system shall register with the commis-
sioner not later than 15 days after the date the
insurer becomes subject to registration, unless
the commissioner for good cause shown extends
the time for registration, and then within such
extended time. [1971 ¢.373 §3, 1981 ¢ 247 §8]

732.625 Registration statement; con-
tents. Every insurer subject to the registration
requirements of ORS 732.615 shall file a registra-
tion statement on a form prescribed by the com-
missioner, which shall contain current
information about:

(1) The capital structure, general financial
condition, ownership and management of the
insurer and any person controlling the insurer.

(2) The identity of every member of the
insurance holding company system of which the
insurer is a member.

(3) The following agreements in force, rela-
tionships subsisting, and transactions currently
outstanding between such insurer and its affili-
ates:

(a) Loans, other investments, or purchases,
sales or exchanges of securities of its affiliates by
the insurer or of the insurer by its affiliates;

(b) Purchases, sales or exchanges of assets;

(¢) Transactions not in the ordinary course of
business;

(d) Guarantees or undertakings for the bene-
fit of an affiliate which result in a contingent
exposure of the insurer’s assets to liability, other
than insurance contracts entered into in the
ordinary course of the insurer’s business;

(e) All management and service contracts and
all cost-sharing arrangements, other than cost-
allocation arrangements based upon generally
accepted accounting principles; and

(f) Reinsurance agreements covering all or
substantially all of one or more lines of insurance
of the ceding insurer.

(4) Other matters concerning transactions
between registered insurers and their affiliates as
may be included from time to time in any regis-
tration forms prescribed by the commissioner.
[1971 ¢.373 §4]

732.635 Certain information not
required to be disclosed. Information that is
not material for the purposes of ORS 732.605 to
732.705 need not be disclosed on the registration
statement filed pursuant to ORS 732.625. Unless
the commissioner by rule or order provides other-
wise, sales, purchases, exchanges, loans or exten-

sions of credit or investments involving one-half
of one percent or less of an insurer’s admitted
assets as of the December 31 next preceding the
date of the registration statement or amendment
shall not be deemed material for purposes of ORS
732.605 to 732.705. (1971 ¢.373 §5]

732.645 Registration information
required to be kept current; reports of dis-
tributions to shareholders required. Each
registered insurer shall keep current the informa-
tion required to be disclosed on its registration
statement by reporting all material changes or
additions on amendment forms prescribed by the
commissioner within 15 days after the end of the
month in which the insurer learns of each such
change or addition. However, each registered
insurer shall so report all dividends and other
distributions to shareholders within two business
days following the declaration thercof. [1971 ¢ 373
§6]

732.655 Termination of registration by
commissioner. The commissioner shall termi-
nate the registration of any insurer which demon-
strates that it no longer is a member of an
insurance holding company system. [1971 ¢.373 §7]

732.665 Consolidated registration.
The commissioner may require or allow two or
more affiliated insurers subject to registration to
file a consolidated registration statement or con-
solidated reports amending their consolidated
registration statement or their individual regis-
tration statements. {1971 ¢.373 §8]

732.675 Registration for affiliated
insurers. The commissioner may allow another
authorized insurer which is part of an insurance
holding company system to register on behalf of
an affiliated insurer which is required to register
under ORS 732.615 and to file all information
and material required to be filed under ORS
732.605 to 732.705. [1971 ¢ 373 §9]

732.685 Exemption from ORS 732.605
to 732.705 by commissioner. ORS 732.605
to 732.705 do not apply to any insurer, informa-
tion or transaction if and to the extent that the
commissioner by rule or order shall exempt the
same from the provisions of such sections. [1971
¢.373 §10]

732.695 Disclaimer of affiliation; con-
tents; subsequent duty to register; dis-
allowance of disclaimers by commissioner.
Any person may file with the commissioner a
disclaimer of affiliation with any registered
insurer, and such a disclaimer may be filed by any
insurer or any member of an insurance holding
company system. The disclaimer shall fully dis-
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close all material relationships and bases for
affiliation between such person and such insurer
as well as the basis for disclaiming such affilia-
tion. After a disclaimer has been filed, the insurer
shall be relieved of any duty to register or report
under ORS 732.605 to 732.705 which may arise
out of the insurer’s relationship with such person
unless and until the commissioner disallows such
a disclaimer. The commissioner shall disallow
such a disclaimer only after furnishing all parties
in interest with notice and opportunity to be
heard and after making specific findings of fact to
support such disallowance. [1971 ¢.373 §11]

732.705 Rulemaking authority for
ORS 732.605 to 732.705. The commis-
sioner may adopt such rules and orders as are
necessary to carry out ORS 732.605 to 732.7056
and to provide such further disclosure require-
ments and standards as shall be required to
exempt domestic insurers from registration of
insurance company holding systems pursuant to
the laws of any other jurisdiction. [1971 ¢.373 §12]

732.990 [Repealed by 1967 ¢.359 §704]
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