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COMMUNITY LIFE INSURANCE COMPANY 
21501 CONGRESS STREET 

Kenneth P. MacLeod, Chairman 
Commission on Revision of Insurance Laws 
Room Lio9, State Office Building 
Augusta, Maine 04JJb 

Dear Senator MacLeod: 

••• PORTLAND, MAINE 04102 

December 10 1 1968 

On behalf of Community Life Insurance Company, a domestic stock life 
. insurance company, I would like to present for the consideration of 
your committee, the following reaommended changes in the p'roposed 
Insurance Code. 

CHAPTER - lJ - PARAGRAPH 1105 

We would like to suggest that this paragraph be amended to give 
realistic consideration to thi economic circumstances of the recent 
past, present and the probable future. 

The proposed law would require 60% of the insurer's assets to consist 
of cash funds or fixed return investments. We believe that this is 
not in the best interests of either the stockholders or policyholders. 
We submit that this investment law is an archaic and unrealistic burden 
to the life insurance industry. We do not believe that a qualified 
investment a~visor whether to an individual, a fund or corporation, would 
not be able to operate in the best interests of his client under such 
restrictions. 

The law, as proposed by the committee, is based on the economics of 19)0 • 
. It certainly does not fit the economics of the past twenty years or that 
of the foreseeable future. An insurans~ company that invests the majority 
of its assets, and fixed obligations of government or commercial entities 
is only saved from economic chaos by the rule that it may take the 
ammortized value or market price whichever is higher, in the preparation of 
its statem~nts. Yet, realistically, if a company were to liquidate such 
securities to meet an obligation, their value would be substantially less 
if they held them for any length of time. 

It has been'stated in authoritative journals, that if all insurance 
companies had to show their bond holdings at the market value, more than 
57% would be insolvent. 
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Kenneth P. MacLeod, Chairman 
Commission on Revision of Insurance Laws 
Room 409, State Office Building 
Augusta, Maine 

The attached article from a recent issue of the Portlan_~ E!_Y.ening 
~2P-~~~ indicates that the leading universities and colleges, 
either have or are in the process of changing their investment 
philosophy regarding endowment funds in the light of. current needs 
and economic conditions. Certainly, the investment goals for en
dowment funds are very much like the goals for insurance companies 
and the change·of attitude from fixed income and securities to 
common stock is a confirmation of the fact that now is the time to 
revise investment thinking. 

On December 2, 1968, at the National Association of Insurance 
Commissioners Convention in Los Angeles, California, the report 
.of the Industry Advisory Committee suggests: "Three major trends 
have impelled insurers to diversify their activity. The first is 
a long-term secular trend of inflation which has accelerated in the 
past two decades and has become acute since 1963. Continuing 
deterioration in the purchasing power of the dollar has quickened 
public interest in and the market for equity-based investments as a 
hoped-for hedge against inflation. The relative decline in the pro
portion of the savings dollar invested in life insurance has impelled 
life insurers to seek a more competitive posture vis-a-vis other 
investment and savings media by offering variable annuities and a 
complete financial service incorporating life insurance and equity 
participation. In the process, these insurers expect to enhance the 
rate of growth of their assets, to reduce the net cost of insurance 
because of increased investment return attributable to a larger in
vestment in equities, to share in the growth of the American economy, 
and to strengthen their sales forces by providing diversified selling 
opportunities." 

One interesing recommendation of the Sub-Committee was their 
recommendation to help alleviate the need for holding companies, 
and I quote: "Liberalization of investment laws to permit diversi
fication by insurers outside the insurance field, the basic objective 
being to permit insurers, both stock and mutual, to acquire through 
the use of subsidiaries the freedom of diversification that a stock 
insurer can now realize through the formation of a holding company." 

As an alternative to the suggested legislation for investments, we 
would like to suggest that the law be revised to require the stock 
life insurance company to have $500,000.00, or 25% of its assets, 
whichever is greater, invested in securities such as those described 
under paragraph 1105, and that the balance of its assets should be 
left free to be invested in securities given a value by the N. A. I. C. 
committee on valuation of securities. 
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Kenneth P. MacLeod, Chairman 
Commission on Revision of Insurance Laws 
Room 409, State Office Building 
Augusta, Maine O~JJO 

We believe,that·::this change, while giving a degree of safety, will 
give a company enough flexibility to protect itself from rising costs 
and market changes. 

Very truly yours, 

~~--

Neil J. O'Leary, · ~ 
President 

NJO/af 
enc~~,sure 



. Colleges Investing More Endo,vme1~ts In Stocks 

!'ALO ALTO, CALII<', - Grrnt Stnn- yenr11 enrollmrnt In CnJlfornla Rt.nt.e coll-
ford U11lvcr11lty hrre hns Rn endowment, cg-rs ls up :l!)7 percent and operntlng 
or nearly $200 million. But It ls experlen- cost.s nnd cnpltal expenditures are both 
clng- - nnd exempllfles - the hidden up 260 percent. 

•: hnlf Nelson thnt 11. twisting the Rl'ln p! Publicly subsldlied Institutions can of-
. ' unsubsidized education throughout our !set most of the lncrensed operating and 

country. Moreover, only such except.Ion- . expansion costs by tnpplng the taxpaYers. 
al Institutions have any sizable endow•" But private Institutions can only boost 
mcnts at all. tuitions, already felt to be at almost-

A mere nine percent of 397 liberal ,, · untenable. levels. 
art.~ Institutions hold 83 percent or the During the past 1,0 years college and 
endowment money, Out or a total $12 ,. university budgets have Increased at the 
billion only '19 universities have avail- ···,' average rate of 10 ·· 

i;il.Y or Rochester !ms Increaser] lt.s en• 
clowment fund's mnrkct vnlue Crom $81 
million to $3~6 million anrl mnde Itself 
the fifth wealthiest university In the 
country chiefly throu1;h shares ln Roches
tcr-bnsed Eastman Kodak and Xerox. 

A U.S. Office or Education survey or 
135 Institutions found their portfolios now 
average 51 percent In common stocks 

· compared to 38 percent in l!J50, Some 
show as high as 80 percent, which seems 

. the ce111ng, and IBM ls the largest 
holding, followed by- General Motors and 
Standard Oil or New Jersey, i able the Income from $100 million or•. percent a Year. 

more - a sum less than the government ' During the next 10 
spend11 each year on the Peace corps, years, In line with TIIE ISSUE ITSELF rather than the · , 
And even the best endowed, like Har- costs, college tu!- duration It ls held constitutes the es-
vard with Its world record Investment . tlons are expected scnce of 'risk. Holding something for · 
fund or about $1 billion, are caught In ·, to double to $4,000. years on end doesn't necessarily. con-
a money squeeze as Is Stanford. · Meanwhile, th e stltute a conservative Investor, nor do 

average tu!- purchases and sales within reasonable 
THE COSTS OF everything keep going.· • ti times, mean a speculator. Buying a stock • on covers only . · f $20 d 

UP, bu~ nothing like college costs. In- about one-third of or an selling It for $40 yields the 

;i!~fv~~;i:\1;s~!ir:Y!t:~~~~~l~t ci}: '·: ,, ~:ir;~~~:7 c~~~at! : . ~'itf ~ t~P:1ti:fa:; !r i~f :E:~;:nF£ f ~;~:~ 
. last decade, student charges nationwide, · · · Issue in which the buyer can hope to 
'. primarily for tuition, have risen 80 per- ENDOWMENT INCOME and contrl- . , repeat the success. And, of course, edu• 
•. cent. • butions alike are Calling further and catlonal institutions pay no Income or 
. . The average University or Indiana further behind. In fact, although Yale , capital-gains tax and thus need not be 
· student must spend $2,000 for a nine- · Is the world's third most richly endow- Influenced even by the six-months period. 

month year there. This includes tuition, ed university, Yale has been forced to The average turnover rate of their port-
room and board, books, special fees and t t 1 1 folios runs about 5.5 percent a year. · , 

: incidentals· - all a necessary cost of·' s ar _comm tt ng the highly undesirable ·1 A Boston Fund survey finds that the _ ' 
i college, deedt of I spiendlinAg some of her endow- . avera!!e market yield Is only 3.8 Per-

men pr nc pa . nd Harvard made the · t 
;· f Moreover, If You have a baby In your ,. grncle last year only by deriving a full cen , But, faced by Inflation, fund trus-
:_, .. caomllellgye, 1tnhalt98c6hl1Bd wti,hll be rteatdy to go to, 37 percent of Its 1967 Income from gov• tees are clearly subordinating yield to 
, . y en, a he rate the :•.<".,ernment sources. , , .. a r.mal of capital gains. . 
,1 cost of education '1s Increasing, It w111 .. · The Indicated hope for . sui·vival Is the·.,, Here at Stanford and elsewhere this ,·, · 
cost parents an ti t d $25 ooo to d dominates today's educational endow- ·. ·, 

: th t hlld th es ma e , sen endowments' purchase of common stocks .. mcnt thinking while institutlons try to' 
r a i: 1 rough 11. four-year college ' Stanford Is a heavy stockholder ·and .... , course. , • H d 1 , extricate· themselves from the· pit •Into · ·, 
i , I find h t th t . . ' ·: arvar • or example, now owns 275,000 , . which costs and P 1 h h l d 
li'i•, , . , ; e e ,. a_. durlnir the put 10. • aharea off General Motors The Unlver• . them, ef ans on ave - ur e 
ti.i1,L 1'· it,~-..,;'; . ,,::, ~: ! ', l '. ', '.;, •.': L. ': . ·' ,, .; '., ' . : ·>.l ,.-: .. :~~' :·, ;·~.i::1 l\ j.~·; •:~ ."',:, .· . .\; ~. 'J .... ;.:}, ,; .. (. :· ',:. ',:f:~., 't. '· -~ ,,.,_: • I~ 'I '•. ,.-.,~ . : . ~ :.. ;, ,,, •'· .,. .,; . ,: ,.. .\. 'c ·,, ". ... ..: f • ., ". . 
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SEATTLE, WASHINGTON 08101 

February 21, 1969 

Hon. Frank M. Hagerty, Jr. 
Insurance Commissioner 
State of Maine 
State Office Building 
Augusta, Maine 04330 

(
"',/::: :~;~~~~>::-:.t~-\ 

,',, ' ' '',, ... '~ 
' . ' '\ 

t' \I F[ B r.;<J l9S9 ,i 

\.~''. j 
Re: Amendments to H.P. 201 ~

,, ... " '•-:.,\·,t. .• h.-:J .._,,,,,,,\,111~ 

=---
Dear Commissioner Hagerty: 

Enclosed is original and one copy of proposed Committee amendments to 
H. P. 201, the Insurance Code Revision Bill. 

The amendments include those requested by the Committee as a result of 
the hearings held on February 11th and several additional amendments required 
for correlation, for removal of redundant and ambiguous material in some 
instances and for correction of section references, of typographical errors 
and omissions. 

In general, the Bill is in remarkably good shape considering its volume 
and the schedule under which it was produced. At the end of the recent pre
legislative hearings a number of sections were added or stricken from the 
proposed code, requiring renumbering of numerous sections. Inevitably in 
this process, some internally referred section numbers are not caught for 
change. Since the legislative hearings in February, I have reviewed the 
entire code for such section references and have included the corrections 
in the enclosed proposed amendments. 

You will also note that the requested amendment relative to the Standard 
Fire Policy is included under the amendment of section 3002 on page 2-181. 
I have included parenthetical captions for the various portions for better 
identification since in certain subsequent sections reference is made to 
11 general conditions and stipulations11 and we want to make sure that there is 
clear understanding as to what is meanto 

After you have looked over the proposed amendments, if there are any 
questions, please give me a call. My office will usually know where I can 
be located if I am not in the office. If out of town, I will carry a copy 
of the amendments with me for the purpose. · 

Also enclosed is an original and one copy of an edfted Bill based upon 
a oode 1 forwarded by Harry Starbranch and in turn from David \1horf for preven
tion of )apse of industrial debjt policies during a strike of agents. 
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February 21, 1969 
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As indicated in Mr. Wharf's letter of January 28, a similar Bill enacted 
in ~~ssachusetts in 1965 was declared unconstitutional by a Massachusetts 
court. I can well understand how such a finding could be arrived at. Theoret
ically a strike by agents could last indefinitely, with the insurer using other 
~gents for the collection of premiums. 

It wfll, of course, be up to the Committee to determine whether such a 
provision is to be added to the revised insurance code. I have not attempted 
to change the substance of the proposed ncv, sect ion but· have rrerely attempted 
to improve its style and clarity to accord with th~t of the Insurance Code 
Revision in general. 

It is rrr.t understanding that your office will Xerox such copies of the 
proposed amendments as may be necessary, and distribute the same to the 
Hon. Richard H. Logan, Chairman, members of committees of the Senate and 
House, members of the Commission on Revision of the Insurance Laws, the 
Attorney General's office, your own staff, subscribers to the Insurance Law 
Revision Services and others concerned. 

I will be interested in news of further developments in connection with 
our cherished project. 

With warmest regards. 

RDvJ/df 
Encls. 

Sincerely yours, 

~ A~7/7 ~ -/ 7 ,,,,_:::~v -
ROBERT D. WILLIAMS 
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H. P. 201 

MAI ME I i:SUR.,r;.NCE CODE 
PROPOSED COMMITTEE AMENDMENTS 

. Prepared by Robert D. Williams, Special Counsel 

The following proposed amendments are presented in form of substance rather 
than tn logisl~tive form. They include ~mendments requested by the Committee 
following the Committee hearing In Augusta on February 11, together with other 
amendments necessary for correction of correlation references, typographical 
errors, and for other correlations. The reason for each proposed amendment is 
briefly stated, .J 

(New material added by the amendment is shown by underscoring; deleted 
material is sometimes shown by strike-through hyphens.) 

(1) ~ page 2-2: In subsection 1 change 11mutua1 insurers" to ••mutual 
assessment insurers 11

• 

Reason: To correct a typographical omission. 

(2) s 204, page 2-3: Change 11 the State Capitol 11 to 11Augusta11
• 

Reason: As requested by the Committee. 

(3) s 228, page 2-10: Amend subsection 3, fourth 1 ine, by deleting the 11%11 

(4) 

(5) 

(6) 

(7) 

symbol which fol lows 11 .00033 11
; and in paragraph B delete the •10

~•• symbol 
following the figures 11 .001 11 and 11 .0001 11

, respectively. 

Reason: Mathematical corrections. 

s 236, page 2-15: Amend subsection 7 to read as follows: 

11 lf the-appeal is from the commissioner's order on hearing the review of 
the -court sha 11 be Hmhcd-ee-mat!'i!'el"s-sheb':ln-by-the-eorr.'l'li-~sfonel"J.~-o,-;;;.ei-e+ 
i-eeol"d de novo, except as otherwise stipulated by the parties. 11 The court 
shall have power, by preliminary order, to settle questions concerning the 
completeness and accuracy of the commissioner's official record. 

Reason: As requested by the Committee. 

s 401, page 2-15: Change entire section to read as follows: 

s 401. 11ReciprocaP 1
; 

11 Lloyd 1 s 11 insurer defined 

.h_ A 11 reciprocal 11 insurer is an unincorporated aggregation of subscribers 
operating individually and collectively through an attorney-in-fact common to 
all such persons to provide reciprocal insurance among themselves. 

2. A 11 L1oyd 1 s 11 insurer is an unincorporated but formally organized asso
ciation of ind ivi dua 1 underwriters, any one or more of whom 11underwr i te11 and 
thereby assume as insurer such portion of the risk insured by them as shall be 

· set forth in the contract of insurance issued by such an insurer. 

Reason: As requested by the Committee. 

s 403~ page 2-16: Amend to read as fol lows: 

11 Except where context requires otherv1ise, 11charter11 means certificate of 
organization, certificate of incorporation, articles of incorporation, articles 
of agreement, articles of association, corporate charter granted by legislative 
act, or other basic constituent document of a corporation, or of a Lloyd's 
insurer~ or the power of attorney of the attorney-in-fact of a reciprocal insurer. 11 

Reason: To pro_vide for Lloyd's in correlation withs 402, as amended. 

s 410, page 2-18: Amend the schedule in subsection 1: In the coluim 

.. 



------------··--··----------------------------

captioned 11 /·li n i mum Required Capita 1 Stock11
, opposite 1 'Li fe 11 change the 

$1,000,000 to $500,000; and opposite 11 Life and Hcalth11 change the $1,000,000 
to $500,000. Make no other changes in the schedule. 

Reason: /:...s requested by the Committee. This results in a new stock life 
insurer having to possess at least $500,000 in paid-in capital stock plus 
$1,000,000 of initial free surplus, or a total of $1,500,000 for authority to 
transact life insurance alone, or life and health insurances. 

(8) s 410~ page 2-19: /wend paragraph A, second sentence only, to read as 

(9) 

{ 10) 

follows: 

11The commissioner shall not authorize such an insurer to transact any 
other kinds of insurance unless it then complies with the requirements as to 
capital stock, if a stock insurer, or basic surplus, if a mutual or reciprocal 
insurer, as applied to all kinds of insurance it then proposes to transact. 
as provided by this Title as to foreign insurers applying for original certi• 
ficates of authority under this Title.Ii 

\ 

Reason: A necessary correction in order to relate 11basic surplus 11 of a 
mutu~l or reciprocal insurer to the paid-in capital stock of a stock insurer. 
No other change in this paragraph A. 

s 413, page 2-20: Amend subsection to read as follows: 

11 1. If a corporation, or a ~loyd 1 s 2 a copy of its charter, together with 
al] amendments thereto, or as restated and amended under the laws of its state 
or country of domicile, currently certified by the public official with whom 
the originals are on file in such state or country. 11 

Reason: To correlate with other added material as to Lloyd's insurers. 

s 418~ page 2-23: Amend subsection 1 to read as follows: 

'!l. All suspensions or revocations of, or refusalsto continue, an insurer's 
certificate of authority shall be by the commissioner's order given to the 
insurer by personal delivery or by cer~ified or registered mail ·addressed to the 
insurer at its address last of record with the commissioner. Notice by mail 
shall be deemed effective when so mailed. 11 

Reason: ·It was originally requested thats 213 subsection 3 be amended 
to require that copies of orders suspending or revoking certificate of authority 
or license be sent by certified mail. As to licenses of agents such a require
ment already appears ins 1540. The above amendment takes care of the matter as 
to certificates of authority~ and amendment of s 213 is not necessary to accomp
lish. the desired purpose. 

(11) s 427, page 2-26: Amend subsection 5 by inserting 11or11 at the end thereof 
and following the semicolon. 

Reason: To complete the sentence structure. 

· {12} s 6042 page 2-30: Amend subsection C and add new subsection Das 
follows: 

11 C. Amounts collected for investigation reports under section 1519.i and 

~ Such other amounts as may be expressly required by law to be so 
credited. 

Reason: There may be other fees elsewhere in the code expressly to be 
credited to the insurance regulatory fund, and by adding D it will not be 
necessary to 1ist them all. The new subsection D will make it unnecessary 
to amend this section in the future as new laws may be enacted providing for 
further deposits to the credit of this fund. 

-2-



(13) 

( 14) 

{15) 

(16) 

{17) 

s 605, page 2-30: /\mend subsection 1 to read: 

11 1. Payment by the insurer of ·;:he taxes as required by Title 25 section 
2399 and Title 36 section 2511 et seq. shall be in lieu of all taxes imposed 
by the State upon premiums or upon income, and of any franchise, privilege or 
other taxes measured by income of the insurer." 

Reason: This corrects an oversight and relates to the special tax fo~ 
the support of State fire marshal's activit:~s. 

s 731, page 2-36: Amend subsections 2 through 6, to read as follows: 

112. An insurer may reinsure al1 or part of any particular risk with any 
solvent insurer authorized m transact i~surance in one or more states and 
having surplus to policyholders in a,nount not less than the paid-in capital 
stock required of an authorized foreign stock insurer transacting like kinds. 
of insurance; or, in the case of a ~roup of individual~ unincorporated alien 
insurers, has assets held in trust for the benefit of its United States policy
holders in.a sum not less than $50,000~000~ and is authorized to transact 
insurance in at least one state. Cession of bulk reinsurance by a domestic 
insurer is subject to section 3483 (bulk reinsurance). 

3r--No-ePecl~t-~h9~~-be-aJ~ewccl-~e-en-~n~~PeP~-as-al"r-esset-el"-es-e-cledt:te{!i-ol"r 
f 1~er,,-~· i-ab i-t i-ty ;;-fe l"-l"e for. s-t11•anee-ecded-te-an-of. i-en-i-ns-t:t re 1"-t:1r,f es-s--st1e 1-i-a l-i-en 
-i-nsljiae!"-hcs--st:ti°!'·h:is-te-r:ie-1-f.cyho¼dcl"s--i-n-e:,.~~l:ll"lt-r:e~-t-ess-ehor:-the-~a-i-el--i-l"l-ea·pHe-t 
s~eek-~ee,t1~18ecl-ef~an-ct:1~hori-zed-ferei-g~-stee~-i-~~~l"el"-~l"ansae~i-l"l9-+i-ke-~i-nds-of 
~R~u~onee-and-fs-a~~hel"i-2ed-te-tra"sae~-i-n9~~onec-i-n-et-l-east-ene-s~ate-ef-the 
~ni-ted-S~ates-t-er;-i-n-the-ease-of--a-gre~p-o~-i-ndi-vi-dt:ta+;-t:tnfneer~erated-al-i-en 
fijs~1~e:-s,-J:ias_-gs_s-ets-he:J-d-i-n-'i!l"t:ts0-•~e,r-~I,e-bel")efi-t-ef-i-ts--l::JnHed-5eetes--po+i-ey
hol-der~-i-n-a-s-~m-ne~-f.ess-tneti-$58,098,e89;-and-i-s-at:1~hel"i-~ed-ee-transaee-i-nst:1r
enee-i-n-a~--1-east~ene-s~ate. 

-½~ 3. Credit shall be allowed as an asset or as a deduction from liability, 
to any ceding insurer £Illy for reinsurance ceded to an assuming insurer qualified 
therefor under subsection 2 -3; except that no such credit shall be allowed 
unless the reinsurance is payable by the assuming insurer on the.-basis of the 
liability of the ceding insurer under the contracts reinsured without diminution 
because of the insolvency of the ceding insurer. 

-5~ ~ Upon request of the commissioner an insurer shall promptly inform 
the commissioner in writing of the cancellation or any other material change 
of any of its reinsurance treaties or arrangements. 

-6~ 5. · This section shall not apply to wet marine and transportation 
i nsu ranee. 11 

Reason: T9_remove ambiguity and eliminate redundant material. 

sill, page 2-40: Amend subsection 2 to read as follows: 

11 2. The insurer shall contribute to such contingency reserve 50% of the net 
premiums, i.e •• gross premiums Jess premiums returned to policyholders, written 
on such insurance remaining after establishment of the unearned premium reserve." 

Reason: The 11 i.e. 11 clause was originally set apart within parenthesis. 
Removal of the parenthesis to accord with Maine statutory style could create 
ambiguities unless the "i.e." is added. 

s 1105, page 2-46: Amend subsection 1, paragraph H to read: 

11 H. 1119 (savings and loan institutions)-; 11 

Reason: By Committee request. 

s 1105, page 2-46: Amend subsection 3 to read as follows: 

113. The insurer shall not invest in aggregate amount over 15% of its 
assets in all investments in real estate eligible under section'.· 1125 (real 
estate). 11 H2-]-f 1-ee,-ed-pr-eper,yt;-

-3-
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Reaso:.: To remove redundant and conflicting material. 

(18) s 11 05, at page 2-h.-7: ;'.I.mend subsection 5 by changing the 1135%11 to 1150%:. 

Reason: To increase possible investments by domestic life insurers in 
subsidiaries, as requested by the Committee. 

( 19) s 1106, page 2-47: Amend paragraph·H of subsection 1 to read as follows: 

11H. 1119 (savings and loan institutions);" 

and amend subsection 2, first paragraph, by deleting 11of this chapter" at 
the end thereof; 

and amend subsection 4, page 2-48, by deleting 11of this chapter" at the end of th 
first paragraph thereof. 

{20) 

Reason: As to H - as requested by the Committee; as to deletions - to 
accord v,ith Maine drafting style since the words "of this chapter'' are super
f] uous. 

s 1119, page 2-54: Change the caption of the section to read: 

11 Savings and loan institutions" 

Reason: By Committee request. 
:: 

(21) s 1252,, at page 2-60: Amend subsection 3 by changing 11 law11 in the two 
places in which it appears therein to 11 provision11

• 

Reason: For uniformity of reference. 

(22) s 1253, at page 2-61: Amend subsection 3 by changing 11 law11 in the two 
places in which it appears therein to 11 provision11 • 

Reason: For uniformity of reference. 

(23) s 125_9, page 2-62: At the end of subsection 2, change the 11511 to "411 • 

Reason: Correction of reference. 

(24) s 1853, page 2-88: In subsection 5, change section reference from 11185611 

{25) 

to 11 1 S5L~11
• 

Reason: Correction of reference. 

Amends 2.005, at page 2-90, to read as follows: 

Change the caption to: 

''s 2005. Apr-,HeaHer,-~e-eeirri~-i-!ts-i-el'lel" Report of coverage 

Replace present sec~ion with the following: 

11 Within thirty days after the effective date of any such surplus lines 
insurance, the ;:,,-o!«~r shall file with, or as directed by, the corrmissioner a 
written memorandum or report of such coverage in such form and contents as 
may be prescribed by the commissioner. 11 · 

Reason: As requested by the Committee per Assistant Attorney General 
Harry Starbranch. 

(26) s 2006, page 2-90: Amend subsection 1, first sentence, to read as 
follows: 

-4-



I 

i: 
I 

I· 
I 

! 
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I 

(27) 

----···· -- ----------------=... 

11 1. The commissioner may by order declare eligible for export generally 
and without compliance with the provisions of section 2004, subsections 2, ~-e~e-~ 
3 and 4, and section 2005, any class or classes of insurance coverage or risk 
for which he finds, after a hearing of which notice was given to each insurer 
authorized to transact such class or classes in this State, that there is not a 
reasonable or adequate.market among authorized insurers either as to acceptance 
of the risk, contract terms, or premium or premium rate. 11 

Reason: Correction of references. 

s 2102.., page 2-95: In subsection .1 change 11210411 to 11210211 • 

Reason: Correction of reference. 

(28) ·s 2111, at page 2-98: Amend subsection 2 by deletion of words 11of this 

(29) 

(30) 

(31) 

(32) 

chapter". in the first sentence. 

Reason: To accord with Maine drafting style. 

s 211h at page 2-100: Amend subsection 8 to read as follows: 

118. This section does not apply as to life or d,i,!!tebt-H·ty health 
insurances." 

Reason: To conform to style throughout the code of referring to "health" 
insurance instead of "disability" insurance. 

Amends 2113. at page 2-100: Amend subsection 7 by changing the period 
at the end of the subsection to a semi-colon, and inserting the following: 

''and an insurer issuing such insurance. pursuant to the unsolicited 
application of the insured shall not thereby be deemed to be in violation 
of this code. ' 1 

Reason: For the consideration of the Committee. Refer to Assistant 
Attorney General Harry Starbranch. 

s 2.lQ.Z, page 2-111: Amend by changing "2303" to 11230411 • 

Reason: Correct i o·n of reference. 

s 2~, page 2-111: Amend by changing 11230311 to 11230411 • 

Reason: Correction of reference. 

(33) s 2321, page 2-115: Amend D of subsection 2 .by adding an 11s11 to the 
word "examination" to read "{examination~)". 

Reason: Correction of reference. 

(34) s 2321, page 2-115: Amend subsection 4 by deletion of words "of this 
section" at end of the first sentence. 

Reason: Surplusage. 
of subsection 4 

(35) s 2420, at page 2-126: Amend the first sentence/by adding the following 
and by changing the period to a comma: . 

11
, and, subject to the terms of the policy relating to assignments there

unde~, any such assignment, made either before or after the effective date of 
t~is section, shall be valid for the purpose of vesting in the assignee all 
such rights and benefits so assigned. 11 

Reason: For further clarification of the intent of the provision. 

(36) s 2537, page 2-141: Amend subsection 1, first line, by changing "Any 
insurer" (first two words) to "Any domestic insurer". 

Reason: To correct an omission. 
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.... .., 

(37) s 2604, at page 2-146: Amend the first sentence of subsection 4 to read 
as follows: . 

114. The initial amount of such life insurance on the life of any debtor 
shall at no time exceed the total amount repayable, and, where an indebtedness 
is repayable in substantially equal installments, the amount of such insurance 
shall at no time exceed the scheduled or actual amount of unpaid indebtedness, 
whichever is greateri except that in no event shall the amount of such insurance 
of the life of any debtor exceed $40,000, 11 

Reason: Is to correlate this provision in the group life chapter with 
a _provision dealing with the same subject in section 2855, in the chapter on 
credit life and health insurance, and to remove inconsistency between two Jaws 
governing the same subject. 

(38) s 2609, at page 2-150: Amend subsection 4 by changing "$100,00011 to 
11$50,000". 

Reason: By request of Committee. 

(39) s 2613, page 2-151: Amend subsection 1 by deleting the phrase "and 
section 2627". 

Reason: Correction of reference. 

(40) s 2626, page 2-154: Amend subsection 1 by adding thereto a new sentence 
reading as follows: 

"This section shall not apply to group credit life insurance contracts 
which are subject to section 2858 (filing, approval and wjthdrawal of forms, 
rates; appeals)." 

Reason: The credit life law has its own rate standards and controlsas set 
forth in section 2858 and in order to avoid possible conflicts, should be ·exempt 
from the general rules otherwise contained in section 2626. 

(41) s 2627, page 2-154: At the end of the section after the word "debtors" 

(42) 

and before the period, insert the following: 

11
; except that as to a debtor the policyholder need not so apply any amount 

of less than ~1.00. 

Reason: By request of Committee and to eliminate accounting procedures 
as to sums of less than $1.00. 

s -2718, page 2-160: Amend by changing the figure 11272311 to 11 272811 • 

Reason: Correction ?f reference. 

(43) s 2730, page 2-163: Amend by changing the following figures in the first 
sentence: 11270511 to 11270411 and 11 2727" to "272811 • 

Reason: Correction of reference. 

(44) s 2802, page 2-166: Amend by changing the figure 11281211 to 11281311• 

Reason: Correction of reference. 

(45) s 2806, page 2-168: Amend subsection 2 by deleting "or wholly11 from 
the first sentence. 

Amend subsection 3 by changing the 11511 to 11311 where the 11511 first appears. 

Reason: By request of Committee. 

-6-



(46) s 2812
2 

page 2-170: At the end of the section after the word "debtors" 

(47) 

and before the period, insert the following: 
. 

11 , except that as to a debtor the policyholder need not so apply any amount 
of less than 11.00'' 

Reason: By request of Committee and to eliminate accounting procedures 
as to sums of less than $1.00. 

s 28161 page 2-171: Amend by changing the figure 11282711 to 11282811
• 

Reason: Correction of reference. 

(48) s 2821, page 2-172: Amend by changing the figure at the end of the first 
sentence, 11 2327" to 11282811

,. 

Reason: Correction of reference. 

(49) s 2855, page 2-175: Amend subsection 1, paragraph A, by changing the 

(50) 

period at the end of paragraph to a semi-colon and adding the following: 

"except that the amount of insurance under a group policy on the life of 
any debtor shal I not exceed $4Ut000." 

Reason: To correlate this prov1s1on in the credit life chapter with a 
provision dealing with the same subject in section 2604 in the chapter on 
group life insurance. 

s 3002, page 2-181: Amend and supplement the first paragraph as follows: 

11 1. No insurer shall issue fire insurance policies on property in this 
State, other than those of the Maine standard fire insurance policy, which 
shall contain the following consideration and insuring clause, assignment 
clause, and the general conditions and stipulations set forth after such 
consideration, insuring and assignment clauses:" 

(consideration and insuring clause) 

''In Consideration of the Provisions and Stipulations herein or added hereto 
and of the premium above specified, this Company, for the term of ••••• from ••••• 
at noon (Standard Time) to ••••• at noon (Standard Time) at location of property 
involved, to an amount not exceeding the amount(s) above specified, does insure 
•••••• and legal representatives, to the extent of the actual cash value of the 
property at the time of loss, but not exceeding the amount which it would cost to 
repair or replace the property with material of like kind and quality within a 
reasonable time after such loss, without allowance for any increased cost of repair 
or reconstruction by reason of any ordinance or law regulating construction or repair, 
and without compensation for loss resulting from interruption of business or manu
facture, nor in any event for more than the interest of the insured, against all 
DIRECT LOSS BY FIRE, LIGHTNING AND BY REMOVAL FROM PREMISES ENDANGERED BY THE 
PER I LS INSURED AGAINST IN TH IS POLI CY, EXCEPT AS HEREINAFTER PROVIDED, to the 
property described herein while located or contained as described in this policy, 
or pro rata for five days at each proper place m which any of the property shall 
necessarily be removed for preservation from the perils insured against in this 
policy, but not elsewhere. 

(assig~ment clause) 

"Assignment of this po 1 icy sha 11 not be va 1 id except with the written consent 
of thi.,s Company. 

"This- policy is made and accepted subject to the foregoing prov1s1ons and 
stipulations and those hereinafter stated, which are hereby made a part of this 
policy, together with such other provisions, stipulations and agreements as may 
be added hereto, as provided in this ·policy.'' 

"(general conditions and stipulations)11/-

Reason:· As requested by Commissioner Hagerty and the Hon. George Scott 
in orde~ to retain the foregoing aspects of the Maine standard fire policy 
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(51) s 3352, at page 2-192: At ~op half of page change paragraph indicia 
from fl.., B., C., D., E., F., respectively, to (1), (2), (3), (4), (5), (6), 
respectively. 

Reason: The paragraphs referred to are actually footnotes to the schedule 
appearing at the bottom of page 2-291, and must be given the same indicia as 
the items to which they are applicable as shown in the schedule. They are not 
11 statutory 11 paragraphs and need not use letter indicia in accordance with the 
general style of Maine statutes. 

(52) s 3415, page 2-202: Amend the first sentence of subsection 4 to read 
as follows: 

114. Any such loan to o-mtti!tia1- an insurer or subs tan ti al portion thereof 
may be repaid by the insurer when no-longer reasonably necessary for the purpose 
orig i na 11 y intended. 11 

Reason: So that the provision will apply to stock as well as mutual 
insurers as intended. 

(53) s 3421, page 2-204:- Amend subsection 2 by changing the figure 112732 11 

(54) 

(55) 

(56) 

(57) 

to 11 2733 11
• 

Reason: Correction of reference. 

s 3601, page 2-219: Amend subsection 1 by changing 11fire and related11 to 
11 property11

• 

Reason: To accord with definitions of 11 kinds 6f insurance•• terminology 
generally used throughout the code. 

s, 3615, page 2-223: Change 11final 11 to 11 initial 11
• 

Reason: To correct typographical error. 

Sec. 13, page 2-280: Amend paragraph B of subsection 
word 11term11 to 11 term2_11

• 

Reason: To corre.ct typographical error. 

Sec. 21, page 2-281: Effective date. 

by· ·changing the 

There was some discussion as to an effective date of the code if enacted. 
Unless an effective date is prescribed, the code can become effective relatively 
soon after enactment. However, there is much to be done by the Insurance 
Commissioner and his staff in order to prepare for the effectivenes of the 
new law. There will be forms to prepare, routines of administration to devise 
and review and other things to be done which will require time and effort. It 
also is useful both to the Insurance Department as we11 as to those governed 
by the code to be able to finish a calendar year under one law and not have a 
new law - with possible changes affecting accounting - be placed in effect 
other than at the end of a calendar year. For this reason, and unless material 
considerations otherwise warrant, it is suggested that the code be made effective 
January 1, 1970, and sectiory 21 amended accordingly • 

. February 21, 1969 
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An Act Regulating The Cancellation of Certain Insurance 
During A Period of Strike of Insurance Agents 

The People of the State of Maine, represented in 
and ______________ do enact as fol lows: 

The insurance law is hereby amended by adding thereto a new section to read 

as fo 11 ov,s: 

Life, non-cancellable health, hospital expense, and hospital and surgical 

expense insurance contracts; default in payment of premium during strike of insur

ance agents. 

1. No contract of life, non-cancellable health, hospital expense, or hospital 

and surgical expense, insurance which goes into effect in this State on or after 

the 30th day after the effective date of this act shall lapse by reason of any 

default in the payment of any premium during a strfl~e of insurance agents employed 

by an insurer authorized to transact business in this State, if 

A. The collection of the contract premium was, at commencement of the strike, 

a duty, charge or obligation of any of such agents, according to the records, 

books, instructions, practice or organization of the insurer, and 

B. Such agents are represented for purposes of collective bargaining by a 

labor organization which has been so recognized or certified or has been a party 

to any collective bargaining agreement with the insurer. 

2. For the purpose of this section: 

A. 11 Lapse11 shall mean "lapse, be terminated or in any way modified or 

qualified as to the obligations of the insurer and the right of the insured;" 

8. "Premium" sha 11 mean llpremi um, Interest, assessment or any other payment 

or charge for or in connection with the insurance which would be due to the 

insurer under the insurance contract during the strike of agents, except for 

the operation of this section." 

C. !'During a strike" shall mean "from the commencement of the strike to 

31 days after the termination of the strike, according to the statement of the 

labor organization;" 

D. "Strike" shall mean "strike or other concerted stoppage of work by 

employees (including a stoppage by reason of the expiration of a collective 

bargaining agreement) so long as any of the foregoing is authorized by the labor 

organization according to the labor orga~:~~tlon 1 s own interpretation and applica

tion of its applicable internal rules and procedures.'' 

3. If a claim under any insurance contract covered by this section arises 

during a strike, the insurer may deduct from any amounts payable on account of 

the claim any premiums which are thus in default. 
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Memorandum to Mr. Kenneth P. MacLeod, Chairman 
Commission on Revision of Insurance Laws 

Subject: Proposed Insurance Code of the State of Maine 

I respectfully request that the following sections of Chapter 13 of the 
proposed insurance code be modified as outlined below. 

Section 1105 1. 

Section 1105 2. 

Section 1105 5. 

Section 1109 1. 

After the word "assets" found in the sixth line on 
page 90 9 the following language should be inserted: 

"excluding those invested pursuant to 
subparagraph 5 of this Section 1105." 

Preferred or guaranteed stocks should be included 
under Section 1105 1 rather than under Section 1105 2. 

I suggest that this section be reworded to read as 
follows: 

"Notwithstanding any other provision 
contained herein or elsewhere, an in
surer may invest in the aggregate an 
amount up to but not in excess of 35% 
of its surplus as to policyholders if 
a mutual insurer, or 35% of its capi
tal and surplus if a stock insurer, 
in all investments under the Section 
1115 (stock of subsidiaries) of this 
chapter." 

I suggest that the language contained in the paren
theses following the word "obligations" found in 
line 19 on page 94 be deleted. I believe this lan
guage was intended to allow insurers to make 100% 
loans under certain circumstances, but the effect 
of this language is questionable. I suggest that 
the following language be used as a new Section 
1109 2t and that the rest of the subparagraphs of 
Section 1109 be renumbered. The intent of the 
following language is to allow the making of 100% 
loans when a lease to a substantial company such 
as General Motors has been assigned to the insurer 
as security for its loan. The suggested new sub
paragraph should read substantially as follows: 

"Obligations secured by one or more 
leases, whether or not additionally 
secured by one or more mortgages, 
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provided the following conditions 
are met: 

(a) The leases are assigned directly 
to the insurer and are noncancellable 
by either party except under provisions 
specified in the leases and designed to 
give adequate protection to the insurer's 
investment. 

(b) The aggregate rentals due under all 
such leases are sufficient to provide 
(i) for all expenses (including taxes 
other than the borrower's income tax) 
of operation of the leased property 
during the initial term of such leases 
and (ii) for amortization during the 
initial term of such leases of not less 
than 90% of the investment (or 100% 
thereof if the investment is not also 
secured by a mortgage) with interest 
thereon. 

(c) The leases make suitable provisions 
for continuation of adequate payments 
throughout the life of the investment. 

(d) The lessees under such leases~ or 
any corporation or instrumentality of 
government which has assumed or guaran
teed the lessees' performance thereunder 
is such that its obligations would be 
eligible for investment by an insurer 
in accordance with the provisions of 
Section 1107 of this chapter or the 
aggregate net earnings of such lessees 
available for fixed chargesll as defined 
in Section 1110 of this chapter, is at 
least equal to that required by Section 
1109 1 of this chapter." 

I suggest that the following words be deleted from 
lines 16 and 17 on page 97: 

11and rentals for leased property11
• 

Section 1115 lA. I suggest that this provision be reworded so that it 
reads as follows: 
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"In any business necessary or incidental 
to the convenient operation of the in
surer's 1insurancajbusiness 1 or to the 
administration of any of its lawful af
fairs& or to the benefit of its policy
holders;'' 

Section 1125 lG. I suggest that the following words be deleted from 
lines 23 through 26 on page 108: 

Section 1122• 

"other than real estate to be used pri
marily for agricultural o. ranch i mining 11 

development of oil or mineral resources 1 

recreational 0 amusementij hotel, motel, 
or club purposes .. '' 

I suggest that the following langu~ge found in lines 
5 through 8 on page 113 be deleted: 

"and shall be disposed of by the insurer 
under the applicable provisions of Sec
tions 1133 (time limit for disposal of 
real estate) or 11J4 (time limit for 
disposal of other ineligible property 
and securities) of this chapter~" 

~~ 
James F. Keenan 
Attorney for Union Mutual 

Life Insurance Company 


