
 SEQ CHAPTER \h \r 1BEFORE THE INSURANCE COMMISSIONER

FOR THE STATE OF ARKANSAS

IN THE MATTER OF THE APPLICATION FOR

APPROVAL OF THE ACQUISITION OF CONTROL

AND ASSUMPTION REINSURANCE AGREEMENT OF

CAPITOL LIFE AND ACCIDENT INSURANCE COMPANY

BY SOUTHERN PIONEER LIFE INSURANCE COMPANY
AID # 2006 _017_

ORDER

A hearing was held on March 1, 2006, before Julie Benafield Bowman, Insurance Commissioner for the State of Arkansas ("Commissioner"), in the hearing room of the Arkansas Insurance Department in accordance with the provisions of Ark. Code Ann. § 23-63-510, 23-69-149, 23-63-515, and other pertinent provisions of the Arkansas Insurance Code, pursuant to a letter/petition dated December 27, 2005, and Form A Application dated December 27, 2005, filed by Southern Pioneer Life Insurance Company (the “Applicant”), seeking approval of a Stock Purchase Agreement (“Agreement”) dated December 22, 2005, between the Applicant and John Butler Eaton, acting for himself and as attorney-in-fact for Paul D. Eaton, Jr., Rhett Whitehead Butler, James Thomas Butler, II, Harold Majors for Steven Majors, Eleanor Brooke B. White, and Benjamin F. Butler, IV, the sole shareholders (the “Shareholders”) of Capitol Life and Accident Insurance Company (the “Company”), NAIC No. 90840, and an Assumption Reinsurance Agreement (“Reinsurance Agreement”) whereby all of the Company’s insurance in force would be transferred to the Applicant pursuant to the Reinsurance Agreement to be entered into between the Applicant and the Company.  The parties have further requested approval of an extraordinary dividend to the Shareholders in connection with the acquisition and sale of the Company.  The Insurance Department was represented by Jean Langford, Chief Counsel, Nina Carter, Associate Counsel, Mel Anderson, Deputy Commissioner for Financial Regulation/Audit, and who served as a Department witness, and other members of the Department.  The Applicant was represented by its President, Ben R. Hyneman, who testified, and by its attorneys, Dover Dixon Horne PLLC, through Allan W. Horne.  The Shareholders and the Company were represented by Paul D. Eaton, Jr., President of the Company, who testified, and by their attorneys, Mitchell, Williams, Selig, Gates & Woodyard, P.L.L.C., through Frederick R. Campbell and Jennifer R. Pierce.  

FINDINGS OF FACT

From the letter/petition, Form A, testimony of the witnesses, and other evidence introduced at the hearing, including exhibits filed in connection therewith, reports and statements on file with the Department, representations of counsel, and other matters and law before her, the Commissioner finds as follows:


1.
The letter/petition and Form A were filed herein on December 27, 2005.  The Commissioner has jurisdiction of the parties and the subject matter under the provisions of Ark. Code Ann. § 23-63-510, 23-69-149, 23-63-515 and other pertinent provisions of the Arkansas Insurance Code.  The notice of hearing was given within the time and in the manner required by law or was waived, and the parties have consented to the holding of this hearing at this time and on this date.


2.
The Applicant is an Arkansas life insurance company and is subject to the provisions of the Arkansas Insurance Holding Company Regulatory Act (“the Act”).


3.
Through the acquisition of the Company by the Applicant, the Company will become a wholly-owned subsidiary of the Applicant.  The Agreement has been approved by the Board of Directors of the Applicant and by the holders of all of the outstanding capital stock of the Company.


4.
As a result of the approval and implementation of the Reinsurance Agreement, all of the policies of the Company will be transferred to the Applicant.


5.
The purchase price agreed to be paid for the stock of the Company is fair and equitable to the Applicant.  The terms of the Agreement are not inequitable, unfair, or unreasonable to the security holders of the Company.


6.
The Applicant is a financially sound life insurance company, is duly licensed to conduct the business of life and health insurance in this state pursuant to an existing Certificate of Authority, and meets all requirements for such license.  Consummation of the Agreement will not reduce the security of, or the service to be rendered to, any policyholders of the Company, nor will the financial condition of the Applicant jeopardize the financial stability of the Company or prejudice the interests of its policyholders or the interests of any security holders.


7.
The Reinsurance Agreement is not inequitable to the stockholders of the Company, nor would it substantially reduce the protection or services to its policyholders.


8.
Consummation of the Agreement and assumption of control of the Company by the Applicant will not substantially lessen competition in the insurance business in this state or tend to create a monopoly therein.


9.
The transfer, pursuant to the Reinsurance Agreement, of all of the Company’s policies and the changes in its business and management are not unfair or unreasonable to the policyholders of the Company and are not against the public interest.


10.
There are no plans or proposals to liquidate the Company, sell its assets, consolidate or merge it with any other person, except as set forth in the Agreement, Reinsurance Agreement, or herein.  There are no plans or proposals to make any material changes in its business or corporate structure that would be unfair or unreasonable to any policyholders of the Company or against the public interest.


11.
The competence and experience of the persons who would control the operations of the Company are not such that the acquisition of control would not be in the best interest of the policyholders of the Company and of the public.


12.
No director, officer, agent or employee of any of the parties shall receive any fee, commission, compensation or other valuable consideration whatsoever for in any manner aiding, promoting or assisting with the Agreement or the Reinsurance Agreement, except as set forth in the Agreement.  


13.
The Agreement and Reinsurance Agreement are not contrary to law.


14.
The relocation of the home office and principal place of business of the Company to the headquarters of the Applicant in Trumann, Arkansas, following the closing of the Agreement will be in the best interest of the Company, its policyholders, the public, and to the Applicant and should be approved.


15.
Pursuant to Ark. Code Ann. § 23-63-207, the Company has requested acknowledgement for the distribution of an extraordinary dividend in the approximate amount of $1,694,714.36, to be distributed prior to the acquisition closing or contemporaneously therewith, as determined by the parties.  Consistent with various laws, such dividend should be approved.


16.
All filings, hearings and other procedures required by law or otherwise deemed appropriate by the Commissioner have been duly complied with by the Applicant, the Company, its stockholders and the Department.

CONCLUSIONS OF LAW

Based upon the above and foregoing Findings of Fact and other matters, facts, and law before the Commissioner, the Commissioner finds and concludes that none of the conditions specified in Ark. Code Ann. § 23-63-510 and 23-69-149 as preclusions for the approval of the Agreement and Reinsurance Agreement exist, the proposed acquisition of control of the Company and reinsurance of all of the Company’s insurance business to the Applicant and the relocation of the Company’s home office to Trumann, Arkansas, should all be approved as provided in the Agreement, Reinsurance Agreement, letter/petition, Form A, and as described in this Order, with the Reinsurance Agreement to become effective as stated in the notice to the Department of its completion.  The distribution of an extraordinary dividend as proposed herein is not contrary to law and should be acknowledged.  Upon consummation of the Reinsurance Agreement, the Company’s charter shall not be extinguished, but shall continue in full force and effect, pursuant to Ark. Code Ann. § 23-69-156.

IT IS THEREFORE ORDERED that the Stock Purchase Agreement whereby the Applicant would acquire all of the outstanding capital stock and, thus, control of the Company should be, and it is hereby approved; that the Assumption Reinsurance Agreement whereby all of the Company’s insurance business would be transferred to the Applicant is hereby approved; that the distribution of the extraordinary dividend as herein described is hereby acknowledged; and that the relocation of the Company’s home office to Trumann, Arkansas, is hereby approved.  Upon consummation of the Assumption Reinsurance Agreement, the charter and corporate existence of the Company will not be extinguished, but will continue in full force and effect.

DATED this _8th__day of March, 2006.

(signed by Julie Benafield Bowman)

JULIE BENAFIELD BOWMAN
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