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Arkansas 5

THE WEEKLY UNDERWRITER 1
INSURANCE DEPARTMENT SERVICE \(\\)%.
116 JOHN STREET, NEW YORK, N. Y. 10038 5

ARKANSAS |

i
B

Subject—Applications for Agent’s, Solipﬂor’s or Broker’s Licenses
From—Hon, John Norman Harkey,”Insurance Commissioner
To~—All Companies Licensed in Aékansas

Directive

Re: Section 66-2810, 2811,
2813 and 2814—Arkansas
Insurance Code

February 22, 1967
Effective March 1, 1967

7
Effective March 1 1967 the following procedure will be followed
when applying for a license as a resident agent, solicitor or broker in
this State:

1. Each apphcant shall submit a completed application prepared by
this Department.”

",

<,

2. Each application shall be accompanied by a personal-credit report
completed by an’independent, recognized reporting company. This re-
port shall be prepared at the expense of the sponsoring insurance
company or agency, and such report shall have been made not less than
30 days prior to the date~of _the application’s submission to this De-
partment. e

%,

v
ey .
3. The proper examination fee shall be™attached.

4, Upon determination that the applicatiog is in order, the Department
will mail to the applicant an examination pe‘rmit.

NOTE f
A. Personal-credit reports submitted to,r{his Department will be con-
fidential and not subject to public inspectlon.

B. No applicant may take the examidation unless his application and
all necessary material have been recefved by this Department at least
two weeks prior to the examination/

7
C. No one will be admitted to the examination until he presents his

examination permit. /

£
7
b

f

Received for publication May 23, 1967
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December 10, 1968

COMMENTS ON CHAPTER 37 OF THE PROPOSED
MAINE CODE

Line 17 of Section 2857, on page 350, Céntains a caption which reads '""Application

or notice if proposed insurance not be delivered'. Ikt is noted that this caption

is based on the current caption 6 in Section 1206, The current caption is mis-
leading because the requiremeﬁts set forth in Subdivision 4 of Section 1206 are
applicable only when either an individual policy or a group certificate is not
delivered to the debtor at the time the iﬂd‘e-b‘tedness is incurred. The reference

in the proposed code to "Application ..., not delivered!, is not accurate. Itis
recommended that the caption should readﬁL:«’::'Copy of application or notice or proposed

insurance if individual policy or group qrértificate not be delivered at time in-

debtedness is incurred, " 7

7
¥

£

//In lieu of such a long caption, youxf'night consider a caption such as '""Notice
/ i

/

of Proposed Insurance''. In this évent, either the application or the specified

notice of proposed insurance would, in-fact, constitute notice of insurance to

e & debtor and that is the purpose of the proviséon.
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11-12-68 Mzr. Thornsjo

| PROPOSED MAINE INSUR ANCE CODE tast o 757 Cp\ vt AR
| bold B L >
o

In reviewing the proposed Code, I wish to call your attention to the following
items which should be reviewed prior to the Hearings.

Uxnilom MMutual Lilfe Insurandce T OoIZAIDRINT

Secton 221 - Examination of Insurers

On page 12, line 8, it is provided that each domestic insurer shall be
examined not less frequently than every three years. As you know,
we are currently examined at least once every five years and it is
hoped that we will not be bothered with more frequent examinations.

Section 228 - Examination Expense

It is provided in this section that the expense of the examination of an
insurer shall be borne by the company examined. It is hoped that this
can be changed to at leasL have a maximum expense for domestic
insurers. |

Section 2627 - Rate of Premiums

Provision is made here for minimum first-year Group Life Insurance
premiums. Is it still'considered necessary to have this type of pro-
vision here in Maine inasmuch as we object to the provision as it
appears in the New York statute?

- Section 4251
Are we satisfied with this section as it applies to Blue Cross=Blue Shield?

Section 404
What is the Company's el ing concerning the application of this section to

a company such as TIAA?

Section 601

Do these fees and taxes agree with our understanding of the needs for
dedicated revenue of the Insurangde Department?

Where in the proposed Code is permyission for insurers to do business with
- Federal, State or Local Governments?

Where in the proposed Code are the provisions to take care of the conflicts between
Union Mutual's Charter, which 1/s the result of private legislation, and possible

amendments in the future.
i o3 Qe CE\\] AV

William L. Barber .oV 131998
Senior Vice President W

WLB a MT/ )
xIc .

cc: Mr. Russ
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CJL, COMMUNITY LIFE INSURANCE COMPANY
, 2501 CONGREJSrS STREET toe PORTLAND, MAINE 04102
! ' !fﬁ ' ' December 10, 1968

Kenneth P, MacLeod, Chairman
Commission on Revision of Insurance Laws
Room 409, State Office Building
Augusta, Maine 04330
¢

- Dear Senator Macleod:

On behalf of Community Life Insurance Company, a domestic stock

life insufance company, I would like to present for the consideration .
of your ébmmittee, the following recommended changes in the proposed
Insurangé Code.

- CHAPTER 5 -~ PARAGRAPH 410
The suégested requirement of initial capital resources for a stock
life iqurance company of $2,000,000.00 is, we feel unnecessary, and
to a domestic stock life insurance company, a burden.

While it ﬁfghtwgsmfuggested that presently organized domestic stock
life insurance comﬁiﬁiesngiginally organized for less than the
suggested requirement, would be better off with the new law, we sube
mit that this is not the cas\. We feel that a total of $1,000,000.00
is adequate capitalization and we would appreciate your committee
giving consideration to changi?g the requirement to a total of
$1,000,000.00 rather than $2,000,000.00. For a State of the size of
Maine, it is difficult to build a large surplus or attract a large
amount of new money, and becauge of the retaliatory requirements of
other states, it will be exceedingly difficult for a domestic stock
life insurance company to e fnd its businesses. We feel that it
will be a great economic adva?tage not only to the companies in Maine
but to the State as well to epcourage domestic insurers to write as
much business as possible beyond our borders, as this is helpful in
returning dollars to be used/within the State.

Very truly yours,
Neil J. O'Le;ry
President

f . NJO/af - | \ ‘
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It is noted that there is an apparent eXception in Section 2851 of the proposal

: {
for loans or other credit fransactions of more than five years' duration, but it

\
\

is not clearly expressed since it is fied in with the language ''isolated transactions'!,

e

another exception in the present law, ; The National Association of Insurance

4
s

Commissioners, at its Portlahd, Oregon, mesting in June, 1968, changed the

S

F
fen years, It is suggested that the language

i.."
of the present law be retained/and that the scope be increased from five years
/’ T

to ten rs in accord with tﬁe NAIC Model,
» ten yoa 7 :
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It is recommended that line 1 on pra*g’g’353 be modified to delete the word

"policy' from the caption anﬁ"insert the word ''certificate', since a reading

ne
P

of the subsection indicates that it is the intent that only the certificate be filed

where the group policy'is issued in another jurisdiction.

i

N
5

With respect to the language "before} or if they b ecome effective' in line 3 of the
same subsection, the precise meanjng of this phrase is unclear and it is felt
it could effectively be deleted anc}./that reference be made to a policy wiich 'is

g

or has been delivered' in the ss;ésfc:ond line, in order to make it clear that this

F

subdivision is applicable irr¢gspective of when a grou olicy was, or is,
¢ g p v

e
ji‘ ) f"a‘_‘ \\

issued. fff‘ T e
SN
{ S !
{\ \\\‘ _______ et



My final comment is with respect to Section 2864, The first sentence of

Section 1212 of the current law has been deleted from the current proposal.
The present law provides that the Commissioner may, after notice and
hearings issue regulations, Our question is, What is the purpose of the

deletion of this first sentence 7

e e T

7
ol
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COMMUNITY LIFE INSURANCE COMPANY

28501 CONGRESS STREET ~ see PORTLAND, MAINE 04102

December 10, 1968

Kenneth P, Macleod, Chairman

Commission on Revision of Insurance Laws
Room 409, State Office Building

Augusta, Maine 04330

~

Dear Senator Macleod: ™. -
“

On behalf of Community Life Insurance Company, a domestic stock
life insurance company, I wo 1ld like to present for the consideration
of your committee, the fpllow1ng recommended changes in the proposed
Insurance Code, }
CHAPTER 3 ~ PARAGRAPH 228

]
We are in general agreemenﬁ!that the company or individual examined
under the direction of thqunsurance Commission, should be responsible
for a large share of the ﬁxpenses incurred. While we certainly do
not wish to have our cosﬁ of doing business raised any higher than
necessary, we would like to see the law when the final revision is
completed, treat each aﬁd every company or individual equally. We
cannot see any justification for discrimination against stock life
insurance companies, or any other company that might in any way
render non=competitor withkéthen%gpmestic insurance,

.
Very truly yours,
Neil J. O'L;gzy
President
NJO/af
/
. /



American Mutual Insurance Alliance
December 6, 1968

MODEL TERMINATION BILL

Section 1. As used in this Actg7r
(A) "Policy" means any dutomobile policy providingAautomobile liability
coverage, uninsured mo?%rist coverage, automobile medical payments cover-
age, or automobile phfgical demage coverage, which is delivered or issued
for delivery in thisfstate, and insures as the named insured one indivi-
dual or husband and G;fe resident of the same household, and under which
the named insured's moggrxxg?icles therein designated are of the follow-
ing types only: \\\\
1. A motor vehicle of the private passenger or station
wagon type which is not psed as a public or livery
conveyance nor rented t others; or
2. any other four-wheel %btor vehicle classified and

rated by the insurer;és a private passenger motor

vehicle under its rﬁie and rate filings, which is

not used in the occupation, profession or business

of the insured,.nor\hsgd as a public or livery con-

veyance nor rented to ;;;;FEF\
provided, however, that this Act shall ;:ﬁ apply (a) to any policy which
has been in effect less than 60 days at the time notice of cancellation
is mailed or delivered by the insurer unle%s it is a renewal policy, or
(b) to any policy issued under an automobiie assigned risk plan or auto-
mobile insurance plan, or (c) to any policy insuring more than four motor

vehicles, or (d) to any policy covering the operation of a garage, auto-

moblle sales agency, repair shop, service station or public parking
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place, or (e) to any policy providing insurance only on an excess basis,
or (f) to any contract principally providing insurance to such named in-
sured with respect to other than automobile hazards or losses even though
such contract may incidentally provide insurance with respect to such

motor vehicles.

(B) "Renewal" or "to renew" means the issuance and delivery by an insurer
of a policy effective at the end of the policy period of a policy previously
issued and delivered by the same insurer to the same named insured, or the
issuance and delivery of a certificate or notice extending a policy beyond
its policy period or term; provided, however, that policies with policy
periods or terms of less than six months shall for the purpose of this Act
be considered as if written for successive policy periods or terms of six
months beginning with the effective date of the first of such successive
policy periods or terms; and any policy written for a term longer than one
year or any policy with no fixed expiration date shall for the purpose of
this Act be considered as if written for successive policy periods or terms

of one year.

(¢) "Nonpayment of premium” means failure of the named insured to discharge
when due any of his obligations in connection with the payment of premium
on a policy, or any installment of such premium, whether the premium is
payable directly to the insurer or its agent or indirectly under any premium

finance plan or extension of credit.

Section 2,
,(A) No insurer shall exercise its right to cancel a policy except for the
following reasons:

1. nonpayment of premium; or
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2. the driver's license or motor vehicle registration of

either the named insured or of any other operator who

resides in the same household as the named insured or

who customarily operates a motor vehicle insured under

the policy has been under suspension or revocation at

any time during the policy period or, if the policy is

a renewal, at any time during its policy period or the

one hundred and eighty (180) days immediately preceding

its effective date;
provided, however, that modification of automobile physical damage coverags
except coverage for loss caused by collision, by providing for the applica-
tion of a deductible amount not exceeding $100 shall not be deemed a cancel

lation.

(B) Renevwal of a policy shall not constitute a wailver or estoppel with res
pect to grounds for cancellation which existed before the effective date of

such renewsl.
(C) This section shall not apply to refusal to renew a policy.

Section 3.
(A) No insurer shall exercise its right to cancel a policy unless a writte:
notice of cancellation is mailed or delivered to the named insured, at the
address shown in the policy, at least 20 days prior to the effective date
of cancellation, except that when cancellation is for nonpayment of premium
such notice shall be mailed or delivered to the named insured at the addres:
shown in the policy at least 10 days prior to the effective date of cancel-

lation.

(B) This section shall not apply to refusal to renew a policy.
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Section L,
(A) The notice of cancellation shall state or be accompanied by either a
statement of the reason or reasons therefor or a statement that upon writ-
ten request of the named insured, mailed or delivered to the insurer at
least ld days prior to the effective date of cancellation, the insurer
will specify in writing the reason or reasons for such cancellation. If
the reason or reasons for cancellation do not accompany or are not included
in the notice of cancellation, the insurer, shall upon such written request
of the named insured specify in writing the reason or reasons for cancel-
lation. The insurer shall mail or deliver such reason or reasons to the
named insured within 10 days after receipt of such written request, TFail-
ure to sepcify such reason or reasons following such request shall consti-

tute a violation of this Act, but shall not invalidate the cancellation.

(B) This section shall not apply to cancellation for nonpayment of premium

nor to refusal to renew a policy.

Section 5.
(A) No insurer shall refuse to renew a policy unless a written notice of
nonrenewal is mailed or delivered to the named insured, at the address

shown in the policy, at least 20 days prior to the expiration date of the

policy.

(B) This section shall not apply:
(1) if the insurer has manifested in any way its
willingness to renew;
(2) in case of nonpayment of premium for the ex-

piring policy; nor
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(3) 4if the insured fails to pay the premium as required

by the insurer for renewal.

Section 6.

(A) When automobile liability coverage is either cancelled or nonrenewed
by an insurer, the insurer shall notify the named insured of his possible

eligibility for automobile insurance through the automobile assigned risk

plan or automobile insurance plan. Such notification shall accompany or

be included in the notice of cancellation or nonrenewal required by this

Act.

(B) This section shall not apply to cancellation or nonrenewal for non-

paynent of premium,

Section T.

Proof of mailing of notice of cancellation or nonrenewal or of reasons for

cancellation, to the named insured at the address shown in the policy shall

be sufficient proof of notice.

Section 8.

Notwithstanding the fallure of an insurer to coumply with this Act, termina-
tion of any coverage either by cancellafion or nonrenewal shall be effective
on the effective date of any other policy providing similar coverage on the

same motor vehicle or any replacement thereof,

Section 9.

There shall be no liability on the part of and no cause of action of any
nature shall arise against the Commissioner of Insurance or against any

insurer, its authorized representatives, its agents, its employees, or



-6 - AMIA
12/6/68

any firm, person or corporation furnishing to the insurer information as
to reasons for cancellation, for any statement made by any of them in any
vritten notice of cancellation, or in any other communication, oral or
written specifying the reasons for cancellation, or the providing of
information pertaining thereto, or for statements made or evidence sub-

mitted at any hearing conducted in connection therewith.

12/6/68 mm



STATEMENT
OoF
NATIONAL ASSOCIATION O;H’@PENDENT INSURERS
_~TO ,
THE COMMISSION Q/N"/REVISION OF INSURANCE LAWS
OF.THE STATE OF MAINE

The National Association of Indépendent Insurers is a trade association which
represents nationally over 340 prop\ rty and casualty insurers of all types --
stock companies, mutual companie; reciprocals and Lloyds Plan insurers.
57 of our members are licensed to/do business in the State of Maine.

a//
Our Association has long particigated actively and constructively in the develop-
ment of state insurance codes ghd laws regulating the fire and casualty insurance
industry. Owur efforts have cqr{sistently and continuously been directed towards
obtaining and maintaining a r“égulatory framework which will facilitate adequate
and proper supervision of the business, be conducive to reasonable competition
in the public interest and assure the ready availability of an insurance market

to satisfy the needs of the insuring public.

It is in this spirit that we have reviewed the proposed Maine Insurance Code
and offer the following comments and recommendations.

N,

Sec. 12. General penalty; enforcement.

Subsection 1 of this section should be chapged to read as follows (new matter
underlined; omitted matter bracketed):

1. Each willful violation of this Title for which a different
penalty consistiﬂ-g of fine and/of imprisonment is not provid-
-ed by a provision of this Titlef[:'r other applicable laws of this
State, in addition to or in lieufof any applicable prescribed
: denial, suspension, or revocition of certificate of authority
//] 77) / or license, shall subject the Violator to a fine of not more than
- 7/ $1,000 or imprisonment for less than one year, or both such
7 fine and imprisonment; except, that if the violator is a corpo-
ration or entity other than anjindividual, the fine shall be not
more than $3, 000 for each vidlation. Any director, officer,
manager, employee or representative of a violator corpora-
tion or other violator entity shall be subject to fine and
imprisonment as above provided for willfully authorizing or
[knowingly] participating in any such violation, "



With a code as extensive and comprehensiye as this one, it is evident that
there is considerable danger of inadvertént violations of any one of a number

reason, and in fairness and logic,; it

of directory requirements. For thi

would appear to be desirable to distinguish between willful and non-willfull

violations insofar as the imposition of these general penalties is concerned.
e

s
Sec. 200 et seq. The Insdrance Commissioner,

TN, i
S/

- .} v
. /We suggest that there should be some qualifications listed for the Commis-
N

o ., y . . . ) an . . . . . .
; //1/ / sioner such as five years responsible experience in the insurance industry,

/ or other business experience.

Sec. 222. Examination of holding companies, subsidiaries, agents, pro-

moters and others. .

/\ We believe that this section should be deleted. Legislation involving this

~/ subject cannot properly be considered until the National Association of In-

| / surance Commissiocners (NAIC) lhas had an opportunity to draft model

legislation. The NAIC is presen/tly considering this topic.
!

Sec. 228. Examination expense.

- The last sentence in subsection 1 of this section should be amended to read
(new matter underlined; omitted matter bracketed):

""As to expense and compensation involved in any such examina-
tion the Commissioner shall [may] give due consideration to
scales and limitations recommended by the National Association
of Insurance Commissioners and-outlined in the examination
manual sponsored by that Associatidn.\"

Sec. 229. Administrative procedures; hearingd in general.

We believe that a subsection 7 should be added tlo this section reading as

follows:

///) "7. The provisions of this section and of sections 230 thru 235
<
/ -£#  shall not apply as respects Chapter 25 (Y&{ates and Rating Orga-

ks
e

—~— nizations).

~

7

]

4
\

Chapter 25 provides for specific procedures with respect to hearings on filings
under the rate regulatory law. Unless the above provision is included, the
general hearing requirements reflected in sections 229 thru 235 inclusive
would carry over and apply to rate law proceedings as well. We do not believe
that this is the intended result. '~ '

-2 -



Sec. 406. General eligibility for certificate of authority.

Representing, as we do, several Lloyds Plan insurers who are members of
our organization, we are considerably concerned about their ability to be
authorized as insurers in the State of Maine. This type of organization, of
course, has a substantial place in the insurance system provided the public,
insuring the unusual risk which conventional insurers will not touch. We
feel that they should be permitted to be authorized in Maine.

Sec. 410. Capital funds required.

Subsection 1B of this section in our estimation is too broad in its implica-
tions of having the Commmissioner set capital and surplus requirements for
an insurer after initial qualification. It produces a lack of certainty on the
part of the insurer with respect to investments which it may make, reserves
it must maintain and, essentially, what its financial state is at any given
moment. Moreover, to incorporate by reference into law the standards or
concepts developed by a private, non-legislative body such as the NAIC, we
think, is wrong. This constitutes legislation by such body and, consequently,

violates constitutional principles.

Sec. 425, Transactions with parent corporations, subsidiaries, and af-
filiates,

P o~
/ - - « N
\ o + :
We believe'that a subsection 4 should be added to this section which would
provide: R

"4, This section shall not apply as to transactions between an
Ansurer and a subsidiary insurer of which it owns 100 per cent
of the outstanding capital stock."

/Ch. 25. Rates and Rating Organizations.

-
-

‘\\;I‘hi's/chapter, which provides for.,a combined property and casualty file-and-use
rating law, is basically a good law. However, we would like to see the follow-
ing change® incorporated in Sections 2303, 2315, 2317 and 2325.

Sec. 2303.;”Making of rates.

The proposed rating law provides that rates '"shall not be excessive, inadequate
or unfairly discriminatory,' but does not define these terms. We believe that
definitions are needed in order to provide guidelines under which the Insurance
Commissioner can proceed in carrying out his responsibility under the rating
law. The absence of such guidelines would place an undue burden on the Com-
missioner. The California rating law's definitions of ""excessive' and '"in-
adequate' rates have served that State well for over twenty years, proving



beneficial to all concerned including the Insurance Commissioner, insurance
companies and the public. We suggest that subsectlon 1B of section 2303 be
amended as follows to include those definitions:

"B. Rates shall not be excessive or inadequate, as herein defined,
nor shall they be unfairly discrimi
“"No rate shall be held to be exXcessive unless {1) such rate is
unreasonably high for the igéurance provided and (2) a reason-
able degree of competitiod does not exist in the area with respect

to the classification to ywhich such rate is applicable.
"No rate shall be held fo be inadequate unless (1) such rate
is unreasonably low 7€or the insurance provided and (2) the

continued use of sugh rate endangers the solvency of the in-
surer using the sarme, or unless (3) such rate is unreasonably
low for the insurance provided and the use of such rate by the
insurer using same has, or if continued will have, the effect
of destroying competition or creating a monopoly."

Sec. 2315. Stamping.  Bureau. \

3

|
This section should be limited tojproperty insurance. We assume that the
intent is to carry forth the provigions of the present law, and this prov151on
now is contained only in the property rating law.

Sec, 2317. Deviations,

/

In 1959, the NAIC provided fgr the appointment of a Subcommittee to Review'
Fire and Casualty Rating Laws and Regulations which many of you will recog-
nize as the so-called "Gerber Committee'. Among other things considered

by the Committee was the one-year limitation on deviations. The Committee
recommended:

"Since the annual renewal requirement may place an undue burden
upon deviating companies, the Subcommittee recommends that
deviations should not have a fixdd maximum duration but should
continue without renewal and rejconsideration either until substan-
tive change is made in the filing to which the deviation is related or
until such other time as the refpulator concludes that reconsideration
is necessary."

Many states adepted the recormmendption and made the suggested change in
their rate laws.



Under subsection 4 of section 2317, deviations can continue in effect for only
one year unless terminated sooner with the/&pproval of the Commissioner.
This subjects the filer to an annual unnecéssary burden and expense in having
to refile deviation applications and gq/t’hrough the practice of notifying its
producers when the deviation is appr/oved. It also imposes an unnecessary
burden.on the Insurance Department's having to re-process deviations an-
nually even though there may have been no change in external circumstances
to warrant any change in the deviation. It would seem that it should be suf-
ficient for the Department simply to maintain continuing control over the

life of the deviation. \\
' \

We recommend, therefore, the inclus}ion of the words ''not less than'' before
the word '"'one'' in line 5 appearing oq"‘page 224, .

Sec. 2325. Assigned risks. /
We believe that physical damage and medical payments insurance should not
be included via the legislative process in that the National Industry Committee
on Automobile Insurance Plans has recommended that the Maine Automobile
Insurance Plan be broadened to i.n'cludeh‘_ such coverages, and that eligibility
requirements be greatly broadened.

submitted,
sociation of Independent Insurers

Respectfull
National

00 a1/
i 7 Q.,
0@7}; ald /I‘/' ;‘CEeD

/
By: Donald W Cory
Assistant Counsel

i
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Section 2716

Page 316, line 27

Subsection 2 of this Section appears in the Uniform Policy Provisions,
and in the present Maine Code, as a parenthetical remark. If the form
is to be changed, it would seem that subsection 2 might be clearer if it
read: '""The first clause of the provision set forth in subsection 1 relating

to the irrevocable designation of beneficiary may be omitted at the insurer's

option. !

,,,,,,



Section 2723

Page 323, line 1
Apparently the parenthetical remark which begins on line 14 of page 332

should be closed after the word "organizations''.




Section 2734

The phrase '"'subject to any right of cancellation'" which is in the

Uniform Act and the present Maine Code, after the word '"force" (which
appears in line 6 of page 32,6 of the proposed Code) has been deleted from
the proposed Code. Apparently this deletion has been made on the pre-
sumption that the deletion of the optional cancellation Uniform Provision
requires, as a matter of consistency, the deletion of any reference to
cancellation in this Section. That is hpt a correct presumption. It is
correct that the deleted phrase was apélicable to the cancellation Uniform
Provision, which has been deleted, bué the deleted phrase also was
applicable to other specified reasons for termination and the complete
omission of the phrase in this Section raises the presumption that in no
event can you design an individuai policy which would provide for termina -
tion due to specified contractualj conditions. The Commissioner should
have the power to approve certain types of individual policies which may be

terminated for the reasons speéiﬁied in the contract. The NAIC report

..
~.

which recommended the deletion of 'a\f“%ifbrm Cancellation Provision did

not recommend the deletion of the phrase\''subject to any right of cancellation'

i

in this Section. ~(See pages 286 -296, Volu?xne II, 1965, NAIC Proceedings)

.

\\ \X
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Section 2735

Page 326, line 15

In the interest of clarity as to the applicability of this Section, the word
"individual" should be inserted between the word 'issuing' and the word

"Thealth''.

£
e,



December 10, 1968

COMMENTS ON CHAPTER 35 OF THE PROPOSED

MAINE CODE

The final word '"for" in Section 2801, subsection 1, appears to be

unnecessary,

s T




%
s

With respect to Section 2813, line 31, yo’ii may want to revise the title of the
s

Section to '"Blanket Health Elfwciﬂ It is to be noted that Section 2809 does

i
¥ e
“show ''group Health Insurance'! but only shows '"Payments; Beneficiaries'.

~Hot
There should be a consistency between the group and the blanket sections in

this respect.

pe



Comments on Chapter 33 of the proposed Maipe Code.

Section 2702 - Short Title )
il

The words''uniform health poligy".’provisions law' should be initially

capitalized.
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Section 2703 /

Section 2703 is entitled '"Scope, E’érmat or Policy" in the current draft.

F

It should be entitled "Scope, Format of Policy.
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Section 2708 /

L

-

Page 312, line 24

A colon should be placed after the word '"premium''.
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Section 2705

Page 310, in line 5 | @Qiamvz@/

The word '"company'' has been substituted for the word '"insurer''.
This is an NAIC Uniform Law and the NAIC gave a great deal of
consideration to the choice of the word "insurer'. These Uniform
Provisions are mandatory for use in individual policies in all states.
No other state has changed this word. In the interest of uniformity

in statutory language in this Uniform Law, the word '"company' in

/

this Section and in other Sections of this Chapter, should be changed

£

to the word "'insurer', as it was usr,éd in the NAIC Uniform Law.

£ L

N

i\

/ J/

s
7

/ﬁ

£



Section 2709

Page 313, line 16

The word ''the'' has been used insteé;d of the Uniform Law word "'said".
Irrespective of whether or not the word '"the'' is a better word to express
the thought than the word ''said', we are dealing with the Uniform Policy
Provision language which should not be changed in Maine in a manner

which would require special forms for this 'sr’cAaﬂte;'a“
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HEALTH INSp*ﬁANCE ASSOCIATION OF AMERICA
CHIC.é,GO + NEW YORK - WASHINGTON

7
4

Lesuie P. Hemry, President

K

d
LEGAL DEPARTMENT New York Office

John P. Hanna, General Counsel ‘ 750 Third Avenue
New York, New York 10017

" December 10, 1968

MEMORANDUM BY HiEALTH INSURANCE ASSOCIATION OF AMERICA
IN REGARD TO PROPOSED MAINE INSURANCE CODE

f

!
/

This Association WJH make particular comments only with regard to
those chapters of the proposed Code which deal specifically with health
insurance. We do,/however, wish to indicate support for the comments
made by the Life Irfi’Surance Association of America.

In the event this Argssociation can be of any future help to the Commission,
please do not hesitate to contact me.

Respectfully submitted,

S ‘f/t/@// #Lz //%

A
J/ hn P. Dineen
C

j ounsel

JPD:mm /



DOMESTIC MUT? INSURERS

Further grandfath~r rights as to ambunt of surplus required for transact-
ion of additional kinds of insurapce.

To section 410, page 35, at lime 4 add this additional sentence

"Except, that a domesti¢ mutual insurer formed prior to January 1,
1968, and while posseSsing surplus of not less than $200,000*%,may
be authorized to traﬁsact such additional kinds of insurance as
were then authorized by its charter; subject, however, to the same
minimum required p%sic surplus amount as is applicable as to foreign
mutual insurers under subsection 1, above, if the insurer is to
transact life insurance kmmg together with any one or more of property,
casualty, surety, or marine & transportation insurances."

*This amount is arbitfary. The amount should be large enough to sustain
~the broad insuring powers, and is subject to further consideration by

those concerned and by the. Comm1551on.

R D.W.
12-16-68
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Mr. Kenneth P. McLeod, Chairman
The Commission to Prepare a
Revision of the Insurance Laws
Department of Insurance
Augusta, Maine. .
N\\\

Dear Mr. McLeod: \\

In accordance with %he public hearings
bulletin published by the Commission, we herein submit
comments on the proposed Insurance/Code of the State of
Malne. We are attorneys serving derwriters at Lloyd's,
London, as their General Counsel jn the United States.

Please refer to Séétion 731, pages 69 and
70. Subsection (3), credit for reinsurance proviso,
recognizes and grants credit foy reinsurance ceded to Under-
writers at Lloyd's. Subsection (2), the authority subsection,
inadvertently does not provide/for ceding to Underwriters.
To make the sectlons consistent, we respectfully suggest an
amendment beginning at line 6 /after the word "insurance" to

read: .

5
i

" . . .3 or in the case of a group of
individual, unincorporated alien insurers,
has assets held in trust for the benefit
of its United States policyholders in a
sum not less than $50,00Q,OOO, and is
authorized to transact insurance in at
least one state."

Please refer to Chapter 19, Surplus Lines.
Section 2004 specifies Conditions for Surplus Lines Export.



2

Mr. Kenneth P. Mcleod 2.

In order to avoid the appearance of eliminating the right of
an individual to contract outglide the state, we respectfully
suggest an amendment at page,??, line 4, after the word
"procure" by the addition gf the following-

"

by a;'urplus Lines broker . .

Section 2004 (4) might present a more reasonable
criteria if it w modified to follow the approach in California
and some other states. We would suggest that it be changed to
read as follows: i
"}, It is no% available from a
majority of insurers authorized
to transact and actually trans-
acting ‘the particular class of
nsurance business in this state.

T

-~ Sect10£%399§, h requiring the Commissioner's approval

2005 may impose an extra burden on the Commissioner's otfice. As

far as we can ascertaln, it is inconsistent with the approach
of all other Jurisdictions. We respectfully suggest considera-
tion of a requirement that the affidavit be filed within a
specified number of days (usually 30) after placement.

Please refer to Chapter 21. This prohibition approach
emulates the approach of-most of the other states. As proposed, -
Section 2101 might be misread as a prohibition against the
right of an~individual, not acting as a broker or otherwise
representing an insurer, from negotiating an insurance.. We,
therefore, suggest considerat jon of an additional subsection
to read:

"2.F. Transactions finvolving contracts
of insurance issued/to any one or more
industrial insuredg. For purposes of this
subsection, an 'industrial insured' is:

(jij? (1) An insured who procures the insurance
of any risk for risks other than life
e and annuityjcontracts by use of the"

services of] a full-time employee
acting as an insurance manager or
buyer or the services of a regularly
and contin?ously retained qualified

|
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Mr. Kenneth P. McLeod 3.

insurance consultant; and

(2) An insured whose aggregate annual
premiums for insurance on all risks
total at least twenty-five thousand
dollars; and

(3) An insured having at least twenty-five
full-time employees."

The foregoing recognizes the complex problem faced
by major insurance buyers in insuring major risks. It has
been accepted over the last few years in more than twenty
jurisdictions.

We hope to attend the hearings and will, of course,
be pleased to recelve comments on any point raised above.

In closing we would like to acknowledge that this
draft is an outstanding piece of work.

Very truly yours,
LeBOEUF, LAMB, LEIBY & MacRAE

By
| g\ &
DJG :NM - Donald J Qpr ene



TELEGRAM RECEIVED 12~17-68 9:00 a.m.

Newark N.J. Fred Schriever, Ass't. V.P. LIAA

Maine Insurance Dep-ritment, Rdbm 409.

i
’

Prudential nr- io to attend due to weather. Wish to oppose step-licensing

Memo to f«ilow.
Aubry E. Jones
Prudential Ins. Co.
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COMPARISON OF PRESENT COSTS TO ESTIMATED
AVAILABLE REVENUE FOR PROJECTED EXPANSION

Estimated Revenue $300,000.00

Budget for July 1, 1968 to June 30, 1969
(Approp. 7210 & 7220) $159,465.00

Cost of License Division to be paid by
Dedicated Revenue Account instead of
General Fund : 32,681.00

Total estimated costs before projected

expansion $192,146.00

Estimated increased revenue available for
expansion ' $107,954.00



Factory
Factory Mo .al Legal Degartment // S:V e Mutual
) S = System
J
Turks Head Building PrOVidif}Qe, Rhode Island 02903 Telephone 401-521-2341

bevember 21, 1968

¢

Mr. Kenneth P. MacLeod, Chairman
Commission on Revision of Insur%nce Laws
Room 409, State Office Building

Augusta, Maine 04330

)

Subject: Proposed Insurance Code

Dear Mr. MacLeod: !//

fj
I

In accordance with fhe announcements set forth
in the proposed insurance code for the state of
Maine, a brief statement concerning one part of the
code is made below. /

This statement is made in behalf of the four
mutual property insurance companies which are con-
stituents of the %actory Mutual System. These com-
panies, the first ‘of which was organized in 1835 and
the others pre-dating 1900, are direct-writing insur-
ers providing coverage on high-grade industrial, com-

mercial and institutib@al properties.

It is provided byxé‘ction 1512 that no person
may act as an agent or broker or consultant unless
licensed. An exception to Ehis provides that no li-
censing 1s required of any regular salaried officer
or employee, who devotes substantially all of his time
to activities other than the solicitation of applica-
tions and receives no commission or other compensation
depending upon the amount of business obtained. (Sec-

tion 1513) ‘ R

There is, however, no outright exclusion or ex-
emption from licensing for salaried travelling repre-
sentatives. The Factory Mutual Insurance Companies,

<EN> Arkwright-Boston Manufacturers Mutual Insurance Company Philadelphia Manufacturers Mutual Insurance Company Affitiated F M Insurance Company
M F B Mutual Insurance Company Protection Mutual insurance Company F M Insurance Company Ltd.



Mr. K. P. MacLeod -2~ November 21, 1968

as direct writers, market imSurance through salaried
officers or employees. Tﬁire are no agents employed
and no commissions are paid. The Factory Mutual field-
men are representa@i@es of licensed companies in deal-
ing with the public¢, and the companies, of course, are
fully responsible’ for all their acts. It is, therefore,
strongly felt that the proposed code properly should
permit such salaried representatives of mutual com-
panies, who receive no commissions, to solicit busi-
‘iéss in the stateé~of-Maine w1thout the requirement .

OFf state residency or licensing. A number of other
states do not impose any_l1dgﬁgiﬁﬁ¢}édhlrement on sal-
aried travelling representatives. (e g., New York

lechlgan, Montana, Texa§+_ﬂlscona;n) .

It is felt that if modification /to the present
proposed provisions were made, the public interest
would continue to be served, and thg citizens of Maine
would in no way be prejudiced, nor/would the adminis-
tration of the Insurance Department be impeded. It
is respectfully requested that careful consideration
be given to the point here raisgd.

Viry truly.yours,

I e (e

‘Norris L. McComb
Associate General Counsel

NLM/3h
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Chapter 17 Agents Licences
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Page 142 ,
Section 1528

e,
iy,

Should this section contail.:f”‘a(n additional category for Health

i
{

Ingsurance only for those cor;fxpanies that write only Health
/

Insurance, This commeng!f‘!rnay apply to other sections,
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Agents Licenc es

Chapter 17

Page 129
Section 1514

W"L=;=exc: tion,

The Health Insuranée Association agrees with the comment
8

offered by ALC-LIAA Gi thi

‘Vv'—-‘mwv“"‘ﬂ
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Chapter 5 General Requirements

N l‘rid

Page 30 ‘. = - S

Section-386" Col

It is recommended that this section be modified to take into

Kl

account group coverag"é issued to Maine residents issued under
an out of state group contract., It is further recommended that the

proposal be malified to'*;Le“:’chéugﬁi’z"é“*éiﬁaeaggmption of coverage issued by

",
g

, .
non admitted insurers where subsequent toissue the insured becomes
;
H

a Maine resident and retains his insurance;

2
4
&
4

The NAIC adopted such exemptions at 1};@ most recent meeting,
ﬁ’;
/
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Chapter 7 Fees and Taxes

/

This subsection would re;q‘ﬁire a filing fee and annual
4
continuation license feg:""of $50.00 for each machine,
7

At present there are/ﬁ?ourteen states which have similar

fee arrangements fo;\yending machines, with the fees
varying from $2,00 to QZS.QXO., It is suggested that the
proposed $50, 00 fee per mac?hine is inordinétely high

when compared with the fee/arrangements in the other

fourteen states, //

JPD:mad /"




Estimated Revenue Vs Expenditure
of Insurance Department Under
the Proposed New Code

Estimated Total Revenue to be

Received Under New. Code if
Adopted as Written

Expenditures:

Personal Services
All Other
Capital Equipment

Estimated Expenditures
for Line-Budget Items

Department Contingency (20%)

Amount to be Repaid on
Previous Loan

Total Estimated Expenditures

Balance remaining

(1) $300,000.00

(2) $171,470.00
(3) 45,505.00

(4) 7,030.00

$224,005.00

(5) $ 44,800.00

(6) _10,000.00

©$278,805.00

(7) $.21,195.00



(1)

(2)

(3)

(4)

(5)&(7)

Explanations

This amount is a pure estimate of the total revenue that could conceivably
be received by the department if the proposed code is passed. It does not
take into consideration any reduction in the proposed fees and licenses that
could occur prior to or at the passage of this code.

This amount does include estimated reimbursement for company examination.

Under the present method of Line-Budgeting, personal services money iz all
moneys pald as salaries to present and proposed personnel.

Due to the retention by the department of all fees and license money, it would
be necessary for the Examination Division to assume the responsibility of
five (5) employees from the Administration Division.

Also, to modernize, improve and upgrade this Division it would be necessary

to hire six (6) new employees. The largest number of new personnel would be

in the area of company examinations. This would considerably reduce the necessity
of hiring examiners from private firms who are paid at a much higher rate than
State Personnel. It may be necessary to hire outside firms in the area of
actuarial type exams.

It would also be necessary, in order to hire and retain qualified people for
the examination, to upgrade present salary ranges in order to attract the right
people.

This amount covers all supplies, printing of licenses and reports, travel,
(both in and out of State), all utilities and miscellaneous supply items.

This amount covers all equipment items needed for the Examination Division

and is based on just the necessary changes which will come due. These items

are files, adding machines, calculators, typewriters and any other miscellaneous
equipment items.

These amounts can be explained as follows:
1. Possible company liquidations.
2. Possible company rehabilitation..
3. Any investigation work as provided by Sec. 222 Ch. 3 of new code.

4, Any type of schools or training for employees to upgrade
the quality of personnel.

5. This department is in need of mechanization. At the present
time the initial cost of this is unknown. As the State plans
to formulate a Data Processing Department, it will be necessary
for this Division to have funds available to assist in this
formulation as each department will have to pay its fair share,

The Insurance Department has requested money from the legislature

for the installation of data processing equipment, but the area
where mechanization is needed, would come under the Licensing section
as the proposed code is written. Therefore, it would be necessary

to pay for data processing from money received from fees and licenses
rather than appropriated General Fund money.



(6)

6. This department must retain a respectable balance to allow
for its future needs. Any charge, cost or expenditure to
a dedicated revenue account must be paid by such revenue
received and cannot be supplemented with general fund money.

This amount represents a repayment of $10,000.00 to the State Contingent
Account.

In April, 1968, it was necessary for this department to borrow $36,000.00
to perform the examinations that were legally due as there was not a
sufficient balance in the examination account.

This borrowed money must be repald at the rate of $10,000.00 per year
beginning July 1, 1970. ’

NOTE:
We feel it is necessary to retain item (5) and item (7) so that it will
not be necessary to borrow money when emergencies arise.



Mr. Chairman:

My name is Daniel W. Mooers. I am an attorney from
Portland.

I would like to discuss with the Commission today
the problems facing the insurance applicant which result from
pre-insurance investigation and reporting. As I am sure
all of you know, practically every person who applies for
insurance--whether it be life, automobile, fire or any
other type of insurance--is investigated by an independent
reporting agency prior to the final issuance of the
insurance policy. In the State of Maine-~as in the rest
of the nation--most of these investigations are done by
either Retail Credit Company or The Hooper-Holmes Bureau,
both of which maintain an office in Portland with branch
offices in other parts of the state.

I think it unnecessary to go into all of the fine
details of how these investigations are conducted, other
than those which may be alluded to in my remarks.

From the outset, let me say that I do not dispute
the fact that insurance companies may need the information

gained through these investigations for underwriting purposes.



Underwriters say the information is necessary and for our
purposes here today I will accept that fact. In this
regard, I would also say that I am not concerned with the

invasion of privacy, which even persons within the

industry admit take place everytime an investigation

is done. What I am concerned with, however, is the
accuracy of the information obtained from these investi-
gations. It is my belief that thousands of persons each
year are denied insurance--or obtain insurance only at

a higher rate--because of errors made in investigating
and reporting on insurance applicants.

Let me cite to you a couple examples of what I
consider inaccurate or possibly-inaccurate reporting. 1In
Bethesda, Maryland, a suburb of Washington, D. C., two
women who were partners in a real estate business applied
for life insurance in connection with their business.
Retail credit did a report and informed the insurance
company that neighbors felt these two women were lesbians.
The basis for this opinion was that they always lived
behind closed shades, they had noisy parties, which,

neighbors claim, only women attended and at which neighbors



thought they heard noises of "bodily contact". Neighbors
also reported the women acted strange. They were denied
the insurance. It is a long story what occurred after the
report, but the case eventually wound up in court on a suit
of libel and slander. The case was dismissed because
companies like retail credit have a qualified privilege;
and therefore can be sued only if the complaining party
can show the inaccuracy was intentional or done malicously.
I corresponded with the attorney who handled this case;
and he informed me that he was prepared to prove that the
report was untrue. He also told me that the women were
subsequently denied further life insurance, had automobile
insurance canceled, were unable to obtain fire insurance
on their home or camp, and were even denied insurance on
a motor boat, all on the basis of this one report.
(Wetherbee v. Retail Credit Co.)

wWhat happened to these two women could happen to almost
anyone, because of the method of reporting. In the Wall
Street Journal, February 5, 1968, Mr. Frederick E. King,
President of Hooper-Holmes Bureau, was reported to have

stated in response to a reporter's question:



"Homosexuality, Mr. King concedes, 'is
one of the most difficult things to determine.'
But he points out, *If you have that sixth
sense that something is wrong, you dig. The
tipoff is their mode of living, their circle of
friends and the organizations they belong to.'
Is it fair to simply report the suspicions of
neighbors? 'We won't say he's a homosexual,'

Mr. King replies. 'We'll report, for example,
that certain people feel he has homosexual
tendencies.'"”

I know of an individual in Portland who is also known
very well by at least two members of this Commission who,
in at least two reports done by Retail Credit Co.,
has been reported to have homosexual tendencies. I
think if I mentioned this person's name, at least two of
you would have to agree that this is not true. What
the effect of these reports have been, I do not know.

Another example I was personally involved in as
the investigator. I had to do an automobile report on a
man that had recently moved into South Portland. As I
was supposed to do, I interviewed two neighbors, both‘of
whom informed me that this man had a son about 17 who
drove his car. I reported this to the insurance company,
and in turn they asked that this information be re-checked.
It turned out, when I re-checked, that this information
obtained from the neighbors was incorrect--the boy being

4



a nephew who had helped his uncle move and who drove his
own car. In this case, the error was corrected--I do not
know how many are not discbvered.

At least one way ilnaccuracies occur is obvious, that
of neighborhood investigation; but I think there are others,
within the agency itself, which at least contribute to
inaccurate reports.

One of these is the fact that each full-time
investigator is expected to complete 15 to 25 reports a
day. This includes not only investigating the case,
but also typing a lengthy report. Since an investigator
is paid for a complete report, it is not his typing time
he skimps on. Part-time investigators are paid for each
case they complete, again leading to rushing through in-
vestigating time.

Another cause is the pressure to discover and report
derogatory information. These companies exist on
their ability to show insurance companies that they can
discover bad risks and thus save the insurance company
money. Each investigator is expected to turn down or give

a no recommendation on a certain number of all the cases
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he handles. Records are kept on each investigator,

the number of cases he handled, the number turned down,
the number on which derogatory information was learned,
etc., etc. Records are compared, and if an investigator
does not meet his turn-down quota, he will be so
informed.

Another internal matter is the gathering of
incomplete information. For example, newspapers are
clipped for such things as District Court cases, divorces
filed, arrests made, etc. The difficulty here is that while
the initial action may be learned, the outcome is not.
For example, from the same Wall Street Journal article:

"This practice can produce inequities.

A woman in one Eastern city tells this tale:

She ordered a rug. A carpet of the wrong

color was delivered. The merchant refused to

take it back and sued for payment. The

suit was thrown out of court, but the woman's

credit record showed only that she had been

sued for nonpayment. As a result, her credit

was cut off elsewhere.

"Tt's impossible to get the disposition

of a suit,' says Rudolph M. Severa, executive

manager of the New York credit bureau. "It

would be extremely expensive.' Mr. Severa
explains that each case would have to be looked



up by researchers, and he says, 'Our members

know they should draw no conclusion from

the fact that a suit has been filed. 1It's

up to them to check into it further.'"

Another is the inability of the individual to get his
record or file changed if he suspects inaccurate information
has been reported. Again from Wall Street Journal article:

"There 1s one notable exception to

the generally easy access~—--the person who wants

to see his own record. Retail Credit won't

even confirm that it has done a report on a

person. This, Mr. Watt says, is to avoid

lawsuits. If a person raises a question about

his record, he is invited to write a statement

about whatever may be bothering him, and, says

Mr. Watt, 'we tell him if we did a report,

we'll send the statement to anyone who asked
about him.'"

As I am sure all of you know, these merchantile
agencies, Retail Credit, Hooper-Holmes and others, are
completely unregulated at the present time, although we
may see related federal legislation in the future. By
the same token, these agencies have an almost total
immunity from private lawsuit beéause of the antiquated
defense of qualified privilege.

If it is agreed that some regulation is needed in this
area, I would like to suggest to the Commission some
alternatives which it or some other governmental agency

might consider.



The first and perhaps the fastest would be abolition
of the qualified privilege. This in a sense would mean
control by the public itself by the ability to sue for
libel in the case of an incorrect report. This alternative
might mean increased operating cost for the investigating
agency, but they could always take out malpractice insurance
like any doctor or lawyer--that is if they could get by
the investigation and report. I might add that Retail
Credit Co. has one of thé best earnings records of any
company in the country.

However, I believe there is action which could be
taken by the Insurance Commissioner which could indirectly
control these agencies. At the very least, regulation
could be passed which would require thaf each agent inform
the applicant, either verbally or by writing on the
application, that an investigation may be done on his
background habits, etc. This would perhaps, in the first
instance, lead to more complete information on the
application form and secondly, would make the applicant aware
of the practice so that should he be denied insurance, he
would at least know where to start inquiring as to the

reason.



Another alternative would be to require the insurance
company to inform the applicant of the exact reason he has
been denied insurance or can obtain it only at an increased
rate. As I understand the present practice, the applicant
is told that he has been refused for underwriting reasons or
some equally vague term. If he were told the exact reason,
he would again have some place from which to start his
inquiry.

Still another alternative, and one which is most
appealing to me, is to set up within the Insurance
Commissioner's office a department which would have the
power to investigate and rectify complaints of individuals
denied insurance because of reports of merchantile agencies.
One way this might be handled could be as follows:

That when an adverse report is given and insurance
is refused, the insurance company be required to write a
letter to the applicant something like: Because of
information received through our investigations, we must
refuse you insurance for the following reasons: (Stating
the reasons). 1In the same letter the company would be

required to inform the applicant or the state department



that would handle any complaint the applicant might have.
The applicant could then come to the Insurance Commissioner's
office, discuss the problem with some person there and
offer any proof he may have that the insurance company
is wrong. The Insurance Commissioner could then require
that a copy of the report obtained by the insurance |
company and any other pertinent information be given to
him by the insurance company. An investigation could
then be made, including the agency doing the report being
obligated to turn over to the Commissioner the sources
of the particular information. If the information were
substantiated, that would be the end of the matter. If
it were not substantiated, then the Commissioner could
require both the insurance company and the reporting agency
to correct its information. Perhaps, if necessary, the
insurance company could be required to iésue a policy.
I might add that under this procedure, any doubt as to
accuracy of information should ungquestionably be resolved
in favor of the applicant, a practice which does not appear
to prevail today.

I urge you to take action in this area.

Thank you.
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Mr. Kenneth P. MacLeod, Chairman
Commission on Revision of Insurance Laws
Room 409, State Office Bulldlng
Augusta, Maine OU330

/

Dear Mr. MacLeod:

We would like to thank yoﬁ for the opportunity to comment on your September,
1968 draft of the Proposed Maine Insurance Code.

The American Mutual Insurance Alliance on behalf of its membership wishes to
make the following comments:

1) Section 221 (1) provides for an inspection of insurers to determine their
financial condition. The commissioner may conduct an examination as often as
he deems advisable but must examine each domestic insurer not less frequently
than every three years.

Section 59 of the presant.Malne Insurance Code provides in part "The commis-
sioner shall, whenever he deemémit\necessary and at least once in every 5 years,
examine ..." We suggest that the three year ‘period for required examinations
in the proposed code be revised to flve years. We believe the three year
required examination could pose an undﬁe burden on the insurance department.
Allowing the insurance department five years within which to examine the com-
panies will relieve this burden. ;

2) Section 229 (1) - Administrative ﬁrocedures, Hearing in General -~ amend
line 15 to reaﬁ, "Except for hearings /held under Chapter 25 Tﬁates and Rating
Organizations), the commissioner may hold a hearing ..."

/
Chapter 25 has its own provisions fdr hearing and therefore should not be sub-
ject to Section 229. /

i
H
s

3) Section hQl defines ”Mutual"ilnsurer. We would suggest the substitute of
the following which we believe 1s more appropriate:
"A mutual insurer is an igborporated insurer without capital stock,
owned by its policyholders collectively, who have the right to vote in
the election of its Directors.”

L) Ve object to Section 409. We do not believe that fire and casualty com-
panies should be allowed to write life insurance in the same company. We also
believe a life company should not be allowed to write fire and casualty insur-
ance in the same company. The only state allowing a combination fire, casualty
and life company is Wisconsin however, a company in Wisconsin must maintain
separate funds and accounting., To our knowledge, this Wisconsin provision has
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never been used. We suggest that the following be substituted for Section 409:

"An insurer which otherwise qualifies therefore may be authorized to
transact any one kind or, any combination of kinds of insurance as
defined in Section TO4 through 709 of this chapter (Health, Property,
Surety, Casualty, Marine and Transportation and Title Insurance),
except that a reciprocal insurer shall not tran§§9t“life insurance."

Correspondingly, Section 710 should be amended tp/iead as follows:
" A multiple line insurer may transact;fﬁ

1) Any two or more kinds of insurance as defined in sections 7Ok,
705,706,707,708, and 709 of this act (Health, Property, Surety,
Casualty, Marine and Transportation, and Title insurance).

2) A life insurer may grant annuities and may be authorized to
transact in addition only health insurance; but the commissioner
may, if the insurer- otherwise qualifies therefor, continue so to
authorize any life insurer which immediately prior
to the effective date of this act was lawfully authorized to
transact in this state a kind or kinds of insurance in addition
to life and health insurances and annuity business except, a
reciprocal insurer shall not transact life insurance,"

Should you not accept the above suggestions, we believe Section 410 (1),
"Life, and any one or more of Property, Casualty, Surety, Merine and Trans-
portation"” should be clarified to not only allow a life company to write
these other lines but to allow a fire or casualty company to write life
insurance. These minimum requirements should be reciprocal.

5) Section 410 (1) (B) provides in part that an insurer must maintain
policyholders surplus reasonable in amount as determined by the commissioner,

It is the legislature and not the commissioﬁer who should determine what should

be the financia i ements for insurers.
- \

Also, Section 410 (1) (B) States, "In making any such determination the commis-
sioner shall gi consideration to any app cable standards approved or
adopted by the National Association of Insurande Commissioners ..." We know of
no standards adopted by the National Associat;pn of Insurance Commissioners.

Therefore, we suggest deletion of Section th;(l) (B).
/
6) Section U1k (1) provides that the comnmissioner may issue a certificate of
authorlty, if he deems it advisable, to an insurer who has made the proper
application and satisfies the requlrements of this title.

If an insurer meets the requirements of/ thls title and has made proper applica-
tion, the commissioner should not have, ‘discretion in issuing a certificate of
authority. We propose that Section hlh (1) be amended in part as follows:

{

CZ%i? “”ii,r g}ppllcyholders in this’ state, the commissioner shall issue to
/ Vhe in ;}/E’ proper certlflcate of authority ... "
U

7) nder subsectlon 1 of Section hlh a sentence should be added to read,
"The commissioner shall act uponsulappllcatlon for a certificate of authorlty
within a reasonable period after its completion."
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8) Section 41 ) (B) provides for revocation of a certificate of authority
_—for-refusal to pay claims. This subparagraph is vague and lacks objective
standards. We strongly urge the follow;ng amendment :

"Section 417 (2) (B) - With such frequency as to indicate its general
‘business practice in this state:

~#~ ~ a) Has, without just cause, refused to pay claims arising under coverages
- provided by its policies, whether the claim is in favor of an insured
or is in favor of a third person with respect to liability of an
insured to such third person, or

b) With like frequency and without just cause, compels insureds or
claimants in this state to accept less than the amount due them or
compel them to employ attorneys or to bring suit against the
insurer or such an insured to insure full payment or settlement
of such claims.

Provided however, as a condition precedent to a revocation or suspension of the

insured's certificate of authority under this subsection, there has been a prior
determination that the insurér has engaged in an unfair method of competition or
an unfair act or practice in the business of insurance under Section 2179 (2) of
this title. gy

a8

The following should be added as subsectlon (2) of Section 2179 of +the proposed
code:

"No insurer shall, without just cause refuse to pay or settle claims
arising under coverages provided by its pojicies in this state and
with such frequency as to indicate a general business practice in
this state, which general business practlcé is evidenced by (A) a
substantial increase in the number of compialnts against the insurer
received by the Insurance Department, andf(B) a substantial increase
in the number of law suits against the 1nsurer or its insureds by
claimants, and () other relevant ev1dence.
/
Our proposed revision would limit the commL551onefs powers within reasonable
bounds whereas the proposed code section would have given the commissioner
undefined. and indefinable authority. ;/
9) Sections 426 _and 427 provide for @ée countersignature of policies.
We believe that the modern trend, as eVvidenced in Oregon, is toward the
elimination of all countersignature réquirements, We recommend the elimina-
tion of countersignature requirementd.

Should the above proposal be unaccepéable, we would suggest the following:

Section 427 (7) provides that the countersignature requirements
will not apply to:

'\
\
\

\
"(7) Insurance issued by 1nsurers not operating on an agency system
in the solicitation of business.”"

A\

"Agency system' has been given many definitions by various people.
Therefore, we suggest subsection 7 of section 427 be amended as
follows:
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"Policies and contracts issued by insurers not operating through
independent conftractor agents compenSated on a commission basis in
the solicitation of business."#g’

10) Section 1261 (1) prov1des in part "Except as provided in subsection
2 below, ..."

There is no subseetisn 27

A5 11) Section' 1507 (2) prov1des, "Service representatives are not required to
27 % v licensed as such, but shall qualify for and be licensed as an agent, resident
or non-resident, as the case may be, as to the kinds of insurance to be trans-
acted as a service representative."

We object to licensing service representatives as agents. You could have problems
with countersigning by service representatives, etc. We suggest that the follow-
ing be substituted for subsection 2 of section 1507:

I "(2) No person shall in this state be, act as or hold himself out to be,

! with respect to subjects of insurance resident, located or to be performed
in this state or elsewhere as a service representative unless licensed as

| such under this code. Application for a license as a service representa-

\ tive shall be made by the individual desiring a license, filed with the
commissioner, accompanied by the appllcant s fingerprints, and by the
appointment of the employer insurer."

12) The proposed Maine Insurance Code does not contain a provision providing
L7CX for susPenS1on, revocatlon, or refusal of an agent's license for habitual delay
A/\ffo itting premiums to insurers. We believe such a provision is necessary in
e <::iiiir to provide equity. We suggest the following be inserted before Section
153

P
s

-

Failure to remit premiums: Notice; Suspension of license.

1) _If within 30 days after-the contractual due date of any premium received
~ """ by him, any agent, broker or surplus lines broker fails to remit the
premium to the insurer or agéncy to whom it is owing, the insurer or
magency, as the case may be, shall promptly report such failure to the

' commlss1oner in writing.

The commissioner may suspend thd license of any such agent, broker, or

o surplus lines broker so failing [to remit, until the remittance has been
. P made or the insurer or agency has filed w1th the commissioner a release
T of the indebtedness satisfactory to the commissioner.

3) The applicable procedures provided for in Section 1539 (suspension,
revocation, refusal of licens¢) of this act apply to the suspension
of license under this section, except that the 12-month limit of
suspension periods provided[in Section 1539 of this act do not apply.

F:
!

/

!
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4) If the commissioner, by the admission of the agent, broker, or
surplus lines broker, or by.€xamination of the records of the

agent, broker, or surplus-lines broker,determines that the

charged failure to remit is true, he may suspend the license

without hearing."

C;&;@;&ﬁif 13) Section 1616 (1) provides, "The commissioner may license as agent or broker
e a resident-of another state or province of Canada otherwise qualified therefor,
7 if a similar privilege is extended by such other state or province to residents
of Maine." :

If an agent or broker of Maine can be licensed in another state or province of
Canada, we believe the agent of the other state or province of Canada should
be allowed to be licensed in-Maine., Therefore, we suggest that subsection (1)
of section 1616 should be amended to read as follows:

"The cormissi hall license as agent or broker ..."
s {

2 o !
64«4‘7’“’-‘1“" 14) Sectifn 200k (hZ/pTovides "it is not available in any authorized insurer."”
[ ‘ '
d;cﬁﬂkr‘ Surplus lines agents should be clearly required to make a diligent effort to
place business with authorized insurers before resort to the unauthorized
market. Therefore, we suggest that/%ubsection 4 of section 2004 be amended to
read, "it is not available in any guthorized insurer aggggng;;;gggxugﬁﬁggﬁ has

been made to place such insurance,with an authorized insurer,"

-

i S L e e TS S Y e H

R et YT MRS T

15) Section 2169 reads in part/as follows, "Failure to comply with such an
order of the commissioner shall be deemed a violation of this section.”

To clarify what penalty appLies, this sentence should be amended to read,
"Failure to comply with such an order of the commissioner shall be deemed a
violation of-Section 216@ of this chapter.”
. P /} (
Y _J,Mf7267~\sect#gn 2k12 (2) provides in part, "The commissioner may at any time,
Lﬂ,/? 767 ~"after a hearing and_for a cause shovm, withdraw any such approval,”

- &2 .
; s o
jéég L@his sentence should be amended "to read, "The commissioner may at any time,

_after notice and hearing, and for\g od cause shown, withdraw any such approval."

17) Nowhere in Chapter 27 (Insurance\ Contracts) is there any provision for
"Binders" which we believe is necessaxy. We strongly urge adoption of the
following:

a) Binders or other contracts for temporary insurance may be made
orally or in writing, and shpll be deemed to include all the
usual terms of a policy as Yo which the binder was given to-
gether with such applicablef/endorsements as are designated in
the binder, except as supeyseded by the clear and express terms
of the binder,

b) No binder shall be validfbeyond the issuance of the policy with
respect to which it was &iven .

/
c) This section shall not;apply to life or disability insurances.

/
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18) We note that Sectiqn 2905 h"s certain cancellation provisions for
;ufrbhys1cal damage insurance es, We believe it is in the public interest
ez :
,/’/’«that reasonable automobile termination provisions be incorporated into the
- Maine Code Revision. Therefore, we strongly urge the incorporation of the

attached ”Model Termination Bill,"

P 719) Secti n 30&1 spec1f1es a time limit for adjusting and paying fire losses.
;}i?fa& éL Although t© €tion is contained in the present Maine Insurance Code, we
Q/i'A{gf’ believe it bars companies. from.making prompt payment of fire losses which

exceed $lOOO. Therefore, we recommend the deletlon/gizsectlon 3041,

20) We strongly oppose the inclusion of sectiof 3042 4in this code revision,
This provision is unreasonably burdensome in that IT prohibits credit of

dividends toward renewal premlums etc. Therefore, we strongly urge the
deletion of seetion 3042,

21) Section 3 Y77 Ql) prov1des in part, " ... notice was given to the insurer,
its direct r/trustees, its officers, employees and its members, all of

whom shall have the right to appear and be heard at the hearing.”

We do not believe employees have the proper interest in this matter. We do
not believe they should have the right to be heard at a hearing of this kind.
Therefore, we riggmmenqwgeletlon of the word 'employees'.

22) Sectioh 3h77 (2) (QQ provides in part, "of cash in an amount found to be
reasonable %yﬁphe conmissioner but not in excess of 50% of the amount of his
equity not so used for the purchase of SLOCK, s.e"

The only state that has a provision similar to the above is New Hampshire,
We believe the underscored words allow for "milking" of policyholders and
should therefore be_deleted.,

“-~—M

23) Sectlon 3&78 (2) pr: v1des,, 'Nothing in this section shall authorize,the

merger or consolidatioen” ‘of a mutual insurer with a stock insurer"

We strongly urge that mutuals gnd stocks be allowed to merge, no matter which

may be the survivor., We theréfore urge that subsection 2 be revised to read,
"Mutual insurers and Stock 1n§urers may merge under the appropriate prov181ons
of sections of this/statute".

4
Py f

2k) - We/belleve that the sﬁandards for disapprovel of a merger as contained in
Sectlon 3480 (2) are vague. We urge that subsection (2) be amended to read:

Appropriatejzg;ggxmprovisioéi for stock and mutual insurers should be inserted.

“\\ 2. The comm1351onef shall approve the plan and agreement unless
—he-finds that 1%
A. TIs contrarm to the law, or
i

B. 1Is inequitable to the policyholders of any domestic insurer
involved inithat it will result in a substantial reduction
of the equity of such member without reasonably compensating
benefits or ‘advantages; or
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C. Will certainly and mgté}ially reduce service to the
policyholders of a domestic company or the protection
of existing insurance policies of a domestic company; or

D. Would materigliy tend to lesson competition in the insur-
’/gnce»buslggss in this state, or would materially tend %o
//,/ -create a monopoly as to such business, _

25)/ Sectlon 4356 (7). would allow the comissioner to inspect the affairs of
any sub31d1ary, whether directly concerned with the insurance business or an
ancilliarysgubsidiary+«~ The commissioners generally have sufficient power over
the insurance ¢ompany. Also, the insurance company probably will not have the
books or records of its parents or an ancilliary subsidiary. We suggest
reference to the Model Holding Company Bill of the Industry Advisory Com-

mittee to the NAIC for approprlate prov;szﬁﬁg”ﬁgﬁéﬁ?nzng\ihe examinations of
// ((f/
e e

. 26) We object strongly tO/Sectlons 2307 and 2303 (2). We believe that so-

called "Equity rating" is; 1nequ1table and should be. ellmlnated from the pro-
posed Maine Insurance Ccde. \\\\‘

e e T

Other than the above obgectlon, we wish to express our support for the rating
law as outlined in Chapter 25 of the proposed code.

27) Ve note that the proposed Maine Code contains no provisions concerning
Loss Reserves. We recommend-that the following be inserted after section 922,

LOSS RESERVE: CASUALTY INSURANCE,

Section 1. As to casualty insujance transacted by it, each insurer shall
maintain at all times reserves in an;émount estimated in the aggregate to pro-
vide for payment of all losses and claims incurred, whether reported or unre-
ported, which are unpaid and for whlch the insurer may be liable and to provide
for the expenses of adjustment or settlement of losses and claims. The reserves
shall be computed in accordance with regulations from time to time made by the
comnissioner, after due notice and hearing, upon reasonable consideration of the
ascertained experience and the cﬁhracter of such kind of business for the purpose
of adequately protecting the 1n?ured and the solvency of the insurer,

2. Whenever the loss and lossfexpense experience of the insurer show that
reserves, calculated in accordance with such regulations, are inadequate , the com-
missioner may require the in%ﬁrer to maintain additional reserves,

i
3. The minimum reserve requlrements prescribed by the commissioner for unpaid
losses and loss expenses incurred during each of the most recent 3 years for
coverages included in the lines of business described in the insurer's annual
statement as workmen's compensation, liability other than auto (B.I.), and auto
liability (B.I.) shall not belless than the following: For workmen's compen-
sation, 65 percent of premiumg earned during each year less the amount already
paid for losses and expenses incidental thereto incurred during such year; for
liability other than auto (B.I.) and auto liability (B.I.), 60 percent of
premiums earned during each ygar less the amount already paid for losses and
expenses incidental thereto ipcurred during such year.

{

1
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e
L,  The commissioner may, by regulation, prescribe the manner and form of
reporting pertinent information conce/i‘ning the reserves provided for in this
section, /

. Sincerely, 7

W ,v"l;lr
Kenneth Nails

Legislative Bureau
KN:aj

Enclosure (1) \



3367 Nonassessable poié;ies; assessable,

nonassessable Xiability
s
i

/
s

]. A domestic mutual igéﬁrer may extinguish the contingent

5

e
liability to assessment of its members as to all its cash plan pol-

icies in force and may qut provisions imposing contingent liabil-
ity in such policies gu;rently issued upon compliance with the fol-
lowing requirement,;ﬂ;twithstanding any special law or charter pre-
viously enacted byjéhe Legislature:

A. SurElus: The insurer shall‘have and maintain a surplus
to policyholders{ as determined by its last annual statement
filed with the cémmissioner, of not less than $]00,000, for an
insurer heretofore.fbrmeg%and transacting insurance and of not
less than $200,000 for an igéurer hereafter formed.

2. If such an insurer, after qualifying to issue a non-assessable
cagh premium policy, fails to maﬂntain one of the above requirements
it shall cease to issue a nonasséssable policy until it has
again met and maintained the reéuirements for a period of one year.

3. Notwithstanding the ?Bregoing, a domestic mutual insurer
may also issue assessment pléwgpolicies and assessable cash plan
policies. Any assessment, spéc?al or regular, levied under the
contingent liability provisions ékméﬁigﬂqhapter shall be for the
exclusive benefit of the holders of policies subject to assessment,
and such policyholders shall not be liable/ to an assessment in an
amount greater in proportion to the total/ deficiency than the ratio
that the deficiency attributable to the /assessable business bears
to the total deficiency. Such assessmént shall apply only to the
holders of the type of policy or pl%ﬁ under which the deficiency

,f )
occurred and shall be for the exclpsive benefit of the holders of

such policies.

P - e e g e e 4 e e e e -



Chapter 7

Chapter 17

I s
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RESPONSE TO LTAA COMMENTARY ON PROPOSED MAINZ STATE INSURANCE CODE

£
e
#
A

o
Fees & Taxes - pages 56 & 57
Section 601, Fee Schedule - no objection to suggested ammendment

Pages 59 & 60
Section 605. No concern to cur committee

Agents, etc. = page 129

Section 1514. Excéptions to license requirement can see the reason
for the suggested addition at line 13. However, suggest further
addition to make sure that the activity of "enrolling individuals
under such plans" is not censtrued to include selling the vplan to
either employer or employee. As now written the implication of the
language is to encourage direct writing through the phrase "or
otherwise assisting in acministering such plans where no commission
is paid for such services™,

Page 130

Section 1514. Puroose of license; "controlled business" statement
that "new life 1nsurance-agbﬁts\always insure their close associates
and relatives flrst" i° not qn@nortable

'7: ek

A D
Suggested 1ncrea§ggwff' ts &he too high (50% or 66 2/3%)
Suggest instead alternétlvo criteria for measurement of "controlled
business" such as measurement by % of number of cases written if any
single case rebresents over 25% of total volume or premium written in
12 months and provide ‘judgmental determination by the commissioner
within the "intent" of the law in event of disability. For example -
add to Sectloha¢wan*item\ﬁ "Tnsurance written during a 12 months

;perlod WHENtHE A gent was totally disabled for more than 6 months of
‘ihat pgg;ggﬁz And item I. "Insurance written during a 12 month period

durlng which any sale to one 3n61V1dual or one group of individuals
associated in the same ou81ne§s firm does not exceed 30% of the number
of sales made by the Agent aprlng that 12 month period”.

i

Section 1520 = Page 135 ~ If{ne 18 - no objection
S

Section 1533 = Page 1417- Line 5 = no objection

Section 1673 - Page 164';“Line 13 -~ no objection

Section 1674 - Page 165 - disagree entirely

—Sibgtitution of word "may, gfor word "shall" in line 7 counters all

objections stated by givihig gppolicant a choice as to degree of

AR I s M

A

e s



Expand to pfOHleu/{/e taking of both a "consultant's fee!

and ”oommissiops” on the game casz by the game individual or

h
,:

O“(“"BI‘].ZR ,4.0‘1.

. ~ 1

N, . . + : »
Remove thig prohibition and substitute requirement that dually
licensed Agentmcgaéultan; must declare his relationship as "Con-

sultant” to a client writing with o copy to the Commissioner

B T T = T A 25 Crer1n T e e e m i ' N T O
upon a4CCep e 0l thejounsul LU asdiiinen i, sulll ueliala violl

to be revokable only with consent of the client and in consider-

~

~ation of no payment Of any consuliant fee. If any coasultant
fee hag been palé o the consultzant by the client at any tine
in relation to hé purchase .of insurancc, the consgult shonld
('
N,

be prohibited from ta <ing commigsion on the sale or any other

i
i

sale of insurance.related to 1n0 consultation for which tne fee
was paid, as suggested iﬁ\Q(o szd*revision of Sec. 1676, and as
provided in Sec., 1807. \

S=zc, 1807-1, line 2%

_ (word added
Change to read "licensee yhider his (consultant's) 14

Revise this paragraphf in view of suggestion for change in
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TCecember 10, 19¢8

Memorandum - // ' &
/ A -

Re: Section 2325 - Assigned Risks . e

rial changes in this section. As it is presently set up,
paragraphs 3, 4 and 5 are of general weight and would therefore modify
paragraphs 1 and 2. It i} obvious they are supposed to modify paragraph 2;
whether they modify parajraph 1 is unclear. Moreover, paragraph 1 is silent
about the creation of a '"plan'' saying only that "insurers may agree amonjz
themselves on the use of yeasonable rate modifications for such insurance.
Such agreements and rate/modifications to be subject to the approval cf the
commissioner. " ‘

We suggest edi

It would be our sugpgestion to delete the figures 3, 4 and 5 from the start
of the later paragraphs of this section, making them fall entirely under 2.
This proposal will then sleparate the general permission of insurers to form
a plan under 1 from its having to fall into the requirements of A, B, C and D
under 2. '

Should it be desired to\apply the rules of 2 A, B, C and D to any agree-
ments made by insurers, we xuggest lines 16 and 17 of page 230 be changed
to read '"Such agreements and Yate modifications to be combined in a plan '
which shall be subject to the approval of the Commissioner. "

It seems to us that this change will correct some loose construction in
this section.

o,
\“‘.‘\



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
proposed insurance code be modified as ou

ections of Chapter 1% of the
ined below.

Section 1105 1. After the word "assets" fguhd in the sixth line on
page 90, the following lignguage should be inserted:

sted pursuant to - ‘ /f215;\>

his Section 1105."

"excluding those i
subparagraph 5 o

Section 1105 2. Preferred or guarantefd jstocks should be included ' c</%><537
under Section 1105 1 kather than under Section 110§&£;w@§%&r)q5

Section 1105 Se I suggest that this sgction be reworded to read as
follows:

"Notwithstanding
contained herei
surer may inves

ny other provision ‘

or elsewhere, an in- I v
in the aggregate an \ ff22212}261?7/ '
amount up to but not in excess of 35% B Pl
of its surplus to policyholders if
a mutual insurery) or 35% of its capi-
tal and surplus Yf a stock insurer,
in all investmepfs under the Section
1115 (stock of/subsidiaries) of this
chapter."

o

Section 1109 1. I suggest that t language contained in the paren-
theses following the word "obligations'" found in
line 19 on pag 94‘be deleted. I believe this lan-
guage was intended togllow insurers to make 100%
loans under certain cipcumstances, but the effect
of this language is qugstionable. 1 suggest that
the following languagg be used as a new Section
1109 2, and that the fest of the subparagraphs of
Section 1109 be renupmbered. The intent of the

- j%leiollowing language ¥s to allow the making of 100%
& toans when a lease fto a substantial company such

as General Motors s been assigned to the insurer
as security for its\loan. The suggested new sub-
paragraph should rea¥ substantially as follows:

"Obligations secuded by one or more
leases, whether o} not additionally
secured by one or |more mortgages,



provided the following conditions
are met:

(a) The leases are Assigned directly

to the insurer and fare noncancellable

by either party extept under provisions

specified in the ljeases and designed to
- give adequate protection to the insurer's

investment.

(b) The aggregate rentals due under all
such leases are su#ficient to provide
v — (i) for all expensds (including taxes
&\ Jééf? other than the borzower's income tax)

- of operation of the leased property
during the initial/ term of such leases
and (ii) for amonfization during the
initial term of Such leases of not less
than 90% of thef investment (or 100%
thereof if the {investment is not also
secured by a mortgage) with interest
thereon.

(¢) The leases
for continuati
throughout the

ake suitable provisions
n of adequate payments
life of the investment.

(d) The lessee
any corporatio

under such leases, or

or instrumentality of
government whi¢h has assumed or guaran-
teed the lessefgs' performance thereunder
is such that itp obligations would be
eligible for inyestment by an insurer
in accordance with the provisions of
Section 1107 of this chapter or the
aggregate net/earnings of such lessees
available forr fixed charges, as defined
in Section AL10 of this chapter, is at
least equal to that required by Section

A}}O9 1 of thi apter.”

T T
////”// Section-1140 1. I suggest that the ‘Q}lowing words be deleted from
]

y lines 16 and 17 on e 97: _
| 550D
' - / "and rentals fof leased property"

s
e

e
~w. ___Seetion 1115 1A. I suggest that this provision be reworded so that it
reads as follows:




to the confenient operation of the in=-

surer's ifsurance business, or to the

administraXiom of -any of its lawful af-

fairs, or t e, benefit of its policy-
1" A

holders;

Section 1125 1G. I suggest that the Jfollowing words be deleted from

lines 2% through 2 on page 108: <;7(§jzzilli\

eal estate to be used pri-

marily for apricultural, ranch, mining, Efgi)
development of\oil or mineral resources,
recreational, ajusement, hotel, motel,

or club purposgs."

"other than

Section 1132. I suggest that the ffollowing language found in lines
5 through 8 on pagg 113 be deleted:

""and shall be \disposed of by the insurer
under the appl¥cable provisions of Sec-

‘4%55)2f3?%¢9 tions 1133 (timé&\ limit for disposal of
, real estate) or N34 (time limit for
- disposal of other] ineligible property
A?iE%i:) and securities)

f this chapter,"

.
=

F. Keenan



T COMMUNITY LIFE INSURANCE COMPANY

280t CONGRESS TREET ose PORTLAND, MAINE 04102

December 10, 1968

Kenneth P, MacLeodV/Chairman

Commission on Rev%ﬁion of Insurance Laws
Room 409, State Office Building

Augusta, Maine 04330 ’

Dear Senator Ma¢lLeod:

On behalf of C{mmunity Life Insurance Company, a domestic’stock life
insurance company, I would like to present for the consideration of
your committee,, the following recommended changes in the proposed
Insurance Code,

ey,

S,
C ER - 13 - PARAGRAPH 1105

We would like to suggest that is paragraph be amended to give
realistic consideration to the €conomic circumstances of the recent
past, present and the probable f§¢ure.

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 advisor whether to~aq’individual, a fund or corporation, would
not be able to operate in the bﬁst interests of his client under such
restrictions. /

/

The law, as proposed by the cdkmittee, is based on the economics of 1930.
It certainly does not fit thq economics of the past twenty years or that
of the foreseeable future. n insuranc2 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 statements. Yet, realpstically, if a company were to liquidate such
" securities to meet an oblilgation, their value would be substantially less
if they held them for any |[length of time. :

It has been'stated in authpritative 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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Page 2 December 10, 1968

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 Portland Evening
Express 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,



Page 3 : December 10, 1968

Kenneth P, MacLeod, Chairman

Commission on Revision of Insurance Laws
Room 409, State Office Building

Augusta, Maine 04230

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,

=Y
Neil J, O'leary
President .

NJO/af

~

enclgpure



The Hidden Half-Nelson s s i T R

ford University here has an endowment. .

o L
\

[ e iR AR M AR

PALO ALTO, CALIF, w Great Slan-

of nearly $200 million. But it Is experien-
_ cing — and exemplifles — the hidden
“half Nelson that Is twisting the arm of

"unsubsidized education throughout our
country. Morcover, only such cxcepilon- |
al institutions have any sizable cndow-
ments at all,

A mere nine percent of 397 libeml

arts Institutlons hold 83 percent of the
endowment money. Out of a total $12 ..
billion only 19 unlversities have avail-
able the income from $100 milllon or- .
more — & sum less than the government
spends each ycar on the Peace Corps,
' And even the best endowed,

,vard with its world record investment

‘B

L

! fund of about $1 billion, are caught m '

money squeeze as §s Stanford,

Moreover, if you have a baby in your .

family, that child will be ready to go to.
; college In 1986, By then, at the rate the ..

cost of educationiis increasing. it will v
} cost parents an estimated $25,000 to send
ythat chiid through a tour-year college
- course,

.u‘

x tlnd hero that during the put 10 .

et SRR - CgRRR A

like Har- -
.tlons are expected

j.aver&ge tui-
., THE COSTS OF everything keep golng. "
up, but nothing like college costs, In-
; dlana Unlversity President Elvis J.
; Stahr has pointed out that while the cost *
of living has risen 20 percent in the ,
last decade, student charges natfonwide, ,.1
primarily for tuition, have rlsen 80 per-
: cent, .
The average University of Indiana
{ student must spend $2 000 for a nine-"
month year there. This includes tuition,
room and board, books, special fees and
incidentals — all 8 necessary cost of
college.

’Stanford is a heavy stockholder,

PO AR SRR S RN

bycm's cenrollment in California state coll-

eges is up 397 percent and operating
costs and capital expenditures are both
up 260 percent,

Publicly subsidized Institutions can of-

- {set most of the increased operating and

expansion costs by tapping the taxpayers,

tuitlons, already felt to be at almoste
- untcnable . levels,

During the past 10 ycars college and

university budgets have increased at the
average rate of 10 Fomyerene,
percent a  year, "%
During the next 10
years, in line with
c05ts. college tui-

to double to $4.000,
Meanwhile, the

ton covers only }-
about one-third of &
what it costs a

college to educate }:
& student,

" But private Institutions can only boost |

-

. the ceiling, and IBM

Colleges Investing More Endowments In Stocks
wmpezea By Henry J. Taylor |

sity of Rochester has increased its en-
dowment fund's market value {roin $81
million to $316 milllon and made itself

the fifth wealthlest university fn the .

country chiefly through shares in Roches-
ter-based Eastman Kodak and Xerox.
A U.S. Office of Education survey of

135 institutions found their porifolios now
average 34 percent in common stocks .
- compared to 38 percent in 1950, Some

show as high as 80 percent, which seems
Is the largest
holding, followed by. General Motors and

' Standard Ofl of New Jersey,
THE ISSUE ITSELF rather than the

duration it is held constitutes the es-

 scnce of risk. Holding something for

years on end doesn't necessarily . con-
stitute a conservative investor, nor do
purchases and sales within reasonable

. times. mean a speculator. Buying a stock

for $20 and selling it for $40 ylelds the

. same gain after six months as {f it were

held for years, except.that this releases
the capiial for reinvestment in another

a

~Issue in which the buyer can hope to -

'ENDOWMENT INCOME and contrl

butlons allke are falllng further and

further behind, In fact, although Yale:

is the world's third most richly endow-
ed university, Yale has been forced to

start committing the highly undesirable .
deed of spending some of her endow-

ment principal. And Harvard made the

grade last year only by deriving a full .

37 percent of its 1967 income hom gove
ernment sources,

"+ cent. But, faced by inflation, fund trus- .’
tees are clearly subordinating yleld to - -

The indicated hope for survival is the‘

endowments' purchase of common stocks.

and

- Harvard, for example, now owns 273000 :

lharel ot General Motors. 'I'ho Umver-

.

repeat the success. And, of course, edu-~
catlonal Institutloris pay no income or
capital-galns tax and thus need not be
influenced even by the six-months period.
The average turnover rate of their porte
" follos runs about 5.5 percent a year.

A Boston Fund survey finds that the -

average market yleld is only 3.8 per-

a8 moal of capital gains,

Here at Stanford and elsewhere this: '
- dominates today’s educational endows-, -
- ment ‘thinking while institutons try to
extricate themselves from the pit -into
"which costa and expansion have erled

them, .. o6



To the Commission on Proposed Changes
in the Maine Insurance Code

Gentlemen:

This document will supplement our ;/verbal comments given at the
hearing held on December 10, 1968. While our company is strongly
in favor of adding to the Insurance Code a section specifically
authorizing coverage on Profe351ona1 Association groups, we feel
that the suggested section 2609 /of Chapter 31 should be modified.

As it is currently written, section 2609 requires that the policy
cover 75% of the eligible individuals. Our experience with this
type of group, (in areas where this requirement is not present),
has shown us that it normally takes several years before 75% of
the eligible members will apply for insurance. In some groups,.
this figure is never obtained.

In order that this section have more practical use, we would sug-
gest that a clause be added that would allow an insurance company
to underwrite this type of group using either the 75% enrollment
requirement or evidence of insurability. The same choice that’ is
offered in section 2604. To accomplish this we would suggest the
following change in contents:

Section 2609, Paragraph 2

2. The premium for the policy shall be paid by the trustees
wholly from funds contributed by the association, or partly from
such funds and partly from funds contrlbuted by the insured
individuals or by funds contrlbutediby the insured individuals
specifically for their insurance. The number of individuals
covered by the policy must exceed 75% of the eligible individuals,
unless the policy reserves to the i@surer the right to require
evidence of individual insurability\ if/&gs&*than_75% of the new

3 4 ’
PR Z Py
‘,i {{3}‘ ’} a’i, R _f‘"’ e
LI A



To the Commission on Proposed Change

in the Maine Insurance Gode
December 10, 1968 _
Page Two : /
/
lf/
on which no part of the premium

£

A polic
is to be derived from funds contrjibuted by the insured individuals
ij
/issue at least 100 individuals.

specifically for their insurance must insure all eligible persons,
/

entrants become insured.
or all except any as to whom evidence. of individual insurability is

not satisfactory to the insurer.
/

;
2

Section 2609, Paragraph 3
]

The policy must cover at date of

3.

. . / . .
We appreciate the opportunity to present our views to the Commission.

{

{

! Sincerely,
\
'—\_ZKW

‘Robert L. Roberts
gice President, Group

/

o

A,

RLR/1t
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” 2 _  _  INTER-OFFICE MEMORANDUM
/4:7{;/15 c //:il ) ‘

TO.rerr Frank R..Fowles,..Jt..,/President
FROM... . R. C. Byram, V. P. & Treasurer

SUBJECT Proposed Insurance Code #923..-. Unearned Premium Reserve

COMPANY oot
: « <: = ,,.J._/_': o - ;';/,' R
. /s A i
e 7 \,,,/
e / /
The suggested code reads as fgllows: f_-
g8 . Jgg// _

1. As to property, ca#ualty and surety insurance, the in-
surer shall maintaén an unearned premium reserve on all
policies in fdrce.;

2., Except as provideédin Section 924 of this chapter as to
Marine and transpgrtation riéks, the unearned premium re-
serve shall be eéual to not less than 50% of premiums in
force after déduétion of applicable reinsurance in solvent
insurers. |

For many years; the insﬁignce industry operated on a fractional basis
for the calculation of une;%ped premiums. This was desirable before
the days of the computer becaase of difficulties in computing the re-
serve. However, as computers Eave come to the forefront, it became
apparent to both company manag%ment and state administrative author-
ities that fractions often gavé a completely incorrect picture. Be-
. ; ,

cause of this, a more nearly S%ientific system evolved. It is now
common practice in the insuragce industry for computers to calculate
the unearned premium by divid%ng the one year term into 24 periods,
two .year terms into 48‘§eriodg, three year terms into 72 periods and

so forth. This results in a more nearly accurate liability to take

Form F.32
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MEMO TO: Frank R. Fowles, Jr., President
RE: Proposed Insurance Code #923 - Unearned Premium Reserve
care of the unexpired term of the policies in force.
It also goes without saying that any company that writes a higher pro-
portion of its total business in the first six months of the year,
would be inadequately reserved on the basis of the proposed new insur-
ance code. We think particularly of the fact that automobile business
written in the state of Massachusetts is effective on January 1 of each
year and, therefore, 50% should not be unearned 12/313 We also feel
that the scientific basis (so called) is mo?e accurate from the stand-
point of internal statistics and gives a more reliable result of the
underwriting experience of each company. Some of the larger companies
have refined this particular formula so that it is on a daily basis.
We also believe that this new law would damage companies who maintain
premiums in force and unearned premiums by each insurance agency. We
ask these questions:
(1) If there is a deficiency ;n the unearned premium because

of this paragraph, woﬁid it go into the annual statement

‘under Statement of Income, Page ‘4., thus requiring adjust-

ments between lines of business and also perhaps insurance

agency experience, contingent commissions, etc. to balance

to net income

(2) or would it be entered as a surplus adjustment under the

Capital and Surplus account on Page 47
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MEMO TO: Frank R. Fowles, Jr., President
RE: Proposed Insurance Code #923 - Unearned Premium Reserve
(3) Would not this provision require a different financial

statement to the Maine Insurance Departmént than to

other states permitting the pro rata method for com-

puting unearned premium reserves?

(4) Would IRS accept this chanée in determining earmed in-

come?
We are not opposed to having the state of Maine lead the way in any
activity that will be beneficial to our industry, particularly in
strengthening accounting regulations. We believe, however, that this
Provision will cbmplicate the financial statement unnecessarily be-
cause the prevailing practive measures the unearned premiums accurate-
ly.
We have reviewed the.statements of twenty-five companies picked at
random from both the stock and mutual field (both large and small)
and discovered that 15:-of the companies obviously do‘not follow the
50% rule for reserviﬁg unearned premiums at this time., The 10 com-
panies whose unearned premium reserve exceeds 50% of their insurance
in force, do not necéssarily use thé 50% method, but instead may have
their business distributed more heavily in the last part of the year.
In the overall picture, the fifteen companies would have come out with
a nation wide reduction in surplus in excess of $69,000;OO0.00. In

the fifteen companies, none of the adjustments would have effected the
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MEMO TO: Frank R. Fowles, Jr., President
RE: Proposed Insurance Code #923 - Unearned Premium Reserve

solvency of the insurer, but it would be an extra, aﬁd in oﬁr opinion,
unnecessafy‘step, in insurance financial reporting.
We respectfully suggest that the Commission take into consideration
a change of item 2 of the,aboye mentioned code to read, "except as
provided in Section 924 of this chépter as to Marine and Transporta-
tion risks, the unearned premium reserve shall be not less than the

) . :
pro rata reserve calculated on the unexpired premiums in force as of
statement date after deduction of applicable reinsurance in solvent
insurers.”

This wording does not prohibit any company from increasing its un-

earned premium to 50% of its business in force if it so desires.

Signed v/é%%(%f%éZ;?A/ N
Robert C.’Byﬁ;y{ V.P. & Treasurer
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In paragraph 2 amend the first sentence to read as
"follows:

"2, The insurer shal nov 1nvest in aggreﬂate
amount over thﬁ:@%punt of 1ts surnluG as
in all investmehts ella&ble under the
following sectfons of thls ch\g}ﬁ
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EXPLANAT TON .

Mr. Fowles of Maine Bonding Company and Mr. Perkins,counsel
for the Maine Association of Mutual Insurance Companies join
in the above proposal for the following reasons:

A review of Bests A & A indicates that the average for 80&
stock fire and casualty companies is 9l. L% and for 333 rutual
fire and casuslty companies , 55.6%, with individual companles
ranging as high as 135%. At least one of the Maine companies
is in the area between 80 and QOp.

We believe that the trend of this ratio has been upward
depending upon the size of companies and conditions in the
market n“aoe. It is subject to considerable change and devel-
“opment over the years. '

i
As has been mentioned by various lspeakers during these
hearings, there are periods when the so-called fixed investments
bear poor returns and have limited marxeua0111ty, so that compar-
ably, sound common stock investments awe advantageous.,

We haveée in mind that it is dl;lldult to change restrictions
of this nature once they are placed upon the statute books. We
feel that the above provision is a sound limitation leaving
room for prudent growth and developmént

{

In. contrast, the recent recodlfmcatlon in Delaware provided

no reéulatlon of casualty and flro companies in this area.
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§1128 Special Tnvestments: Separate Accounts

The amounts allocated @o each separate account

established by the thgggggg;;géyaay pursuant to Gl
/j5;>1§2537 (separate accounts) of this Title, together

with any accumulations thereon, may'be invested and

réinvested in any class of investments which may be

authorized in the written agreement without regard

to any requirements or limitations preséribed by this

chapter; except, th%t to the extent that the reserve

liability of the indAdaceceompeny with regard to (1)

benefits guaranteed as to principal amount and duration,

and (2) funds guaranteed as to principal amount or stated

rate of interest, is maintained in any separate account,

a portion of the assets of such separate account at

least eqpal to such reserve liability shall be invested

in accordance with the applicablé pfovisions of this chapter.

The investments in such separate account o£ accounts shall

not be taken into account in applying the investment

limitations aﬁplicable to other,investménts'of the

A gtelan .
InswrenceToMpPSRY .



December 10, 1968

Memorandum -

Re: Section 705, Page - Property Insurance Defined

The definition of property insurance is broad enough to include fire,
inland marine, extended coverage, allied lines and so on. Later references
in the rating 1aw speak of fire a.nd inland marine, particularly Section 2302.
We suggest that consistency be attalned by using the term ''property insurance"
throughout for general termlnology such, for 1nstance as the general subject
of the rating law.

To bring uniforinity between paragraph 705 and 2302, we suggest that
consideration be given to revising 2302 c. to read "Property insurance on
risks located in this state.'"
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PROPOSED INSURANCE/éé;E OF THE STATE OF MAINE

CHAPTER 3 - THE INSURANCE COMMISSIONER
7

Section 206 - DEPUTY COMMISSIONERS

7
S

line 12 delete the period "." after the word '"com-

' At page 5, 1li
missioner" and insert " or durlng the absence or.disability of that

officer"

Comment:
Under Section 210 the commissioner may delegate his authority.

It is possible he may become dlsab]ed and be unable to make such delega-

There would be an unde31rab1e hiatus with no one available with
The<addedi language taken from the present law,

tion.
authority to function,
would take care of this situation

nE L8 i

American Insurance Associliation

December 6, 1968
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PROPOSED/INSURANCE CODE OF THE STATE OF MAINE

(

.
CHAPTER 3 - THE INSURANCE COMMISSIONER
™,

AY
Section 209 - PROHIBITED INTERESTS; REWARDS
line 17 insertxfhe words '"he is'" before the word

On page 6,
;.’

/
/ o N ‘

\\
\‘t

"entitled",

Comment :
This is a mere editorial change.

/
/!
American Insurance Associaftion
December 6, 1963 //
/
/

/£
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#
PROPOSED INSURANGE CODE OF THE STATE OF MAINE
7
7
CHAPTER 3 - THE INSURANCE CONMMISSIONER
&
Section 221 - EXAMINATION/OF INSURERS
. ]j'
7

On page 12,Lfﬁe 11 delete: "except as otherwise required by the
J

commissioner'",

-

7

Comment:
—_ S

Examination should be confined to the United States operations
of an alien insurer. The worldwide operations of an alien insurer should
not be subject to possible fishing expeditions by Maine officials.

American Insurance Association
December 6, 1968

t
A
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PROPOSED INSURANCE CODE OF THE STATE OF MAINE

&

CHAPTER 3 - THE INSURANCE COMMISSIONER?

Section 225 - EXAMINATION REPORT - CONTENTS - PRIMA FACIE EVIDENCE
IN CERTAIN PROCEEDINGS

&

£
3 :

Delete subsection 2 op:lines 23-28 on page 15.

Comment

by
e o
o
ety

This provision is incomsistent thh Section 226, subdivision 6
which provides that a report when filed in the dapartment shall be ad-

missible in all proceedings, . Y

American Insurance Association
December 6, 1968



fROPOSED INSURANCE CODE OF THE STATE OF MAINE

CHAPTER 3 - TEHE INSURANCE CO¥MMISSIONER

Section 226 - EXAMINATION REPORTS - DISTRIBUTION, HEARING; AS EVIDENCE
e

At page 16 line 11 delete the (.) period after the word thereon

and insert "and the report shall be confidential as provided in Section 227,

Comment

The change recommended is t5/assure that the "confidential' pro-
vision applies not only to the commissioner, but also with ¥respect .
to the other officers named in this subdivision.
}

H
!
!

Awmerican Insurance Association

Deceﬁbér 6, 1968



PROPOSED INSURANEE CODE OF THE STATE OF MAINE

CHAPTER 5 - AUTHORIZATION OF INSURERS AND GENERAL REQUIREMENTS
7 :
Section 420 - GENERAL CORPORATTON LAWS INAPPLICABLE TO FOREIGN INSURERS
¢ oo
In the title of this section and in line 20 on page 44 insert after

......

the word "foreign' the words "or alien"

Comment: ;
This 1is designéd_to clarify what is no doubt intended, namely,

corporate ‘laws should be inapplicable to "outside' insurers

that the general

.‘e-”“/

e tm et

Pty

S,

i
e,

Wi,

%ﬁ-.hmw- .

S

American Insurance Association
December 6, 1968 .




PROPOSED INSURANGE CODE OF THE STATE OF MAINE

CHAPTER 5 - AUTHORIZATION OF 13§6§ER5 AND GENERAL REQUIREMENTS

Section 427 -.RESIDENT AGENT, COUNTERSIGNATURE LAW; EXCEPTIONS
5

7 .
At page 50, ling/S delete:
7
"buildingjor constructruction project: and substitute
therefor the word "contract".

Comment:

The purpose of the change recommended is to broaden the exemption
of bid bonds from the countersignature requirements to include supply con-

tracts., The recommended language is a common provision in modern insurance

codes. 5,
\

Actually, bid bonds develop\practically no premium at all, There
is a $5.00 charge for all bid bonds’yritten for contractors for one entire
year, Countersignature requirements impede the facility with which bids
can be submitted by the contractors. }Our modification is consorant with
the intent of the subsection and merelly broadens its scope in line with the
most recent legislative enactments on this subject.

I

g
Resre,
"

b

i

American Insurance Associati?n

December 6, 1968 \\\
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PROPOSED INSURANCE CODE OExThE STATE OF MAINE

g

-

Chapter 11 - ASSETS AND LIABILITIES -

-
o

Section 923 - UNEARNED PREMIUM RESERVE
On line 29, page 76 @éiete the words ''mot less than 50% of" and

substitute therefor: 'the 3néarned portions of gross'.
7 .
page 76 delete the (.)

At the end of thefsentence, on line 31,
"computed on an annual, monthly or more freguently pro

period and add:
rata basis', .
As thus amended subsection 2 would read as follows: "Except as
provided in section 924 of this chapter as to ocean marine and.transporta-
tion riks, the unearned premium reserve shall be equal to the unearned
portions of gross premiums in force after deductions of applicalbe rein-
surance in solvent insurers, computed on an annual, monthly or more fre--

quently pro rata basis.

Comment : ;
The purpose of the change is to eliminate the proposed minimum
Reserves computed orf a monthly pro rata basis are more

reserve requirement.
accurate than those computed on a monthly/basis and can amount to more or less
than reserves computed on an annual baéig, depending on when the business

was booked and the increase or decrease jfin premium volume during the year
No minimum reserve on property and casualty lines of business

in question.
can be justified, and certainly not on§ computed on the least accurate
basis -- the annual basis -- as is prgposed in the draft,
Fi
7

&

H
5
£
E
E

El

American Insurance Association §

December 6, 1968
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PROPOSED INSUBK%CE CODE OF THE STATE OF MAINE
/
CHAPTER 15 - ADMINISTRATION 6? DEPOSITS

i

/
Section 1261 - LEVY UPON DEPOSIT

4
f

On line 30, pagé 120 there is a reference to 'subsection 2
below". /

Comment:

This apparently is some sort of typeographical error as this
draft does not contain a subsection 2 of section 1261,

American Insurance Association s
December 6, 1968
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PROPOSED INSURANCE CODE OF THE STATE OF MAINE

Z

£
CHAPTER 17 - AGENTS, BROKERS, SOLICITORS AND ADJUSTERS

Section 1509 - "ADJUSTER" DEFINED

{

H
o

4

On lines28 and 3%;of page 126 should be recast to read as follows:

Subsection B -

"Salaried employees of an insurer or of an adjusting firm
owned or controlled by insurers, or of the managing general agent
of an insurer'

The exempt status of salaried employees of an insurer is recognized
by the prcposed language. The additional exemption suggested is designed to
exclude from the licensing provisions not only salaried employees of insurers
but additional staff people of firms such as General Adjustment Bureau. In
addition, there is deleted from this subsection the requirement that the
employer file with the commissioner in advance written notice of the employee's
name and address and authority to adjust. This is a rather novel requirement
and one for which there appears to be little need or justification. Salaried
employees of insurers performing adjustment functions may come and go and
there is little to be gained from requiring such filed information as a ccn-
dition of exemption from the definition of "adjuster'.

i

The commissioner's overall authority over the insurer is adequate
to assure supervision over the adjugﬁment functions of its salaried employees.

g
§
4
&
f
§
Fi
#
i
Fe
Af

American Insurance Association
December 6, 1968 ﬁ'
i

[Corrected page]




OF THE STATE OF MAINE

PROPOSED INSURANCE CO

CHAPTER 17 - AGENTS, BROKERS, SOLIéi;ORS AND ADJUSTERS

/

Section 1509 - "ADJUSTER" DEFINED
Delete from Subseét%pn C on page 127 the following lines 2 through

4 "as to whom the insurer ha$ filed with the commissioner in advance of
written notice of the agent's name and address and authority to adjust',

Once a resident agent is duly lidensed that should entitle him to
There should be no

Comment:

perform all appropriate functions under his license.
additional requirement imposed upon the Ansurer as a precondition to per-

formance or adjustment functions for itj

Amerjcan Insurance Association

December 6, 1968
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PROPOSED INSURANCEJCéDE OF THE STATE OF MAINE

R
= - B . -

-
I

CHAPTER 17 - AGENTS, BROKERS, CONSULTANTS AND ADJUSTERS

SUB-CHAPTER IV - INSURANCE CONSULTANTS
™ B
Section<i§6h,; CONSULTANT 'S BOND

At page 170, lianIS delete the words “or unlawful".......

N
-
&
K
7
o
2
£

Comment ; !

This phrase is, vague and could possibly be interpreted to require
the bond to include indemnification for torts.

R it

-

American Insurance Association
December 6, 1968



PROPOSED INSURANCE CODEOF THE STATE OF MAINE

CHAPTER 17 - AGENTS, BROKERS, SOLLéi;ORS AND ADJUSTERS
7
D@ﬁSTERS; PROCESS; SPECIAL CATASTROPHE LOSSES

Section 1858 - NON-RESIDENT A
. 4
On line 14, page 175 insert after the word insurer: '"or of an

adjusting firm owned or c??frolled by insurers'.

-- Comment
In a catastrophe situation employees of adjuw tment firms such as
Beneral Adjustment Bureau should be permitted to assist in the adjustment of

catastrophe losses without the requirement of licensure.

5 R
v e an

American Insurance Association
December 6, 1968



e

PROPOSED INSURANCE CODE OF THE STATE OF MAINE

CHAPTER 19 - SURPLUS LINES

Section 2007 - ELIGIBLE SURPLUS LINES -INSURERS

Subsection 2 -

On page 178, delete the words '"or that is ineligible under this
section." on lines 24 and 25. End the sentence after the word ”financiaLﬂx
on line 24, er

]

On page 178, lines 26 through 32 and lines 1-6 of page 179 should
be deleted.

Comment:

This subdivision requires the commissioner to establish a list of
surplus lines insurers deemed by him to be eligible for the placement of
such surplus lines coverage. The subdivision specifically provides that
this requirement does not impose upon the commissioner the duty of examining
the actual financial condition or claims practices of any unauthorized in-
surer. :

It is submitted that such "white list'" is unwise and despite dis-
claimers to the contrary, susceptible of misinterpretation and mis-reliance.
The mere fact that a list is prepared by the commissioner implies official
sanction., It is quite obvious this subsection does not impose upon the
commissioner any duty to assure that a listed eligible surplus lines insurer
meets any particular financial or claims practices standard. Absent such
affirmative duty, the insurance buying public should not be placed in a
position where it can be misled to its possible detriment.

American Insurance Association
December 6, 1968
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VIﬁ%URANCE CODE OF THE STATE OF MAINE

g

PROPOSED

CHAPTER 19 - SURPLUS LINES ~
Section 2017 - ANNUAL REPégT AND TAX
On line 19, pé%e 184 delete "2%" and replace with "3%'",

ré
o
7‘Y

Comment :

The surplus lines insurer can avoid a multitude of taxes ardfees
and regulatory restrictions by failing to do business on an admitted basis
It is submitted thaf“avoidance of state regulation gives the surplus lines

Thus, we feel that the tax burden ought to be

carrier a competitive edge.

equalized by requiring the payment.of a greater premium tax on such lines.
The purpose is to equalize thetogglf;ax burden since the non-admitted carrier
does not have to license its agents,ipay annual statement fees, company license

fees, etc.

ey,
i OV

American Insurance Association
December 6, 1968



PROPOSED INSURANCE CODE OF THE STATE OF MAINE

~
-

CHAPTER 21 = UNAUTHORIZED INSURERS - PROHIBITION, PROCESS AND ADVERTISING
Section 2101 - REPRESENTING OR AIDING AN UNAUTHORIZED INSURER PROHIBITED

On page 188, add a new subsection F reading as follows:

Transactions in this State relating to a policy of wet marine

and transportation insuranc?7issued or to be issued putside this State
7 S
éé&{rl“}":’;} / .
Sy Ry

/.’
/
Comment: {
Wet marine and transportation insurance is exempt from the surplus

lines law and consistently also should be ‘exempt from related provisions such
Wet'marine and transportation insurance is customarily

as Section 2101,
placedby experienced marine brokers and agents and such insurance may attach
to risks at any place in .the world and at any time. Marine underwriters
will not always be in a position to know the exact route of a shipmentnor
in most cases is it possible for the-insured to impart this information in
advance to marine underwriters. It is important, however, for the pro-
tection of insureds that the mrine underwriters be permitted to make in-
spections and surveys and adjustments under marine policies wherever the risks

may be found and without fearrqfrﬁiolatiné local regulations.
!
A wet marine exemption of this kind is to be found in the recently

adopted unauthorized insurance and surplus lines laws of Iowa (Iowa Un-
authorized Insurers Act of 1967), Michigén (MSA §24.1402 (2)) and New Jersey

/

H

(N.J.S.,A, §17:22-6.37).
§

7
£
;

W,
S,

““’\"b“w -
.

Insurance Association

American
December 6, 1968
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PROPOSED INSURANCE;Z65E OF THE STATE OF MAINE

4
CHAPTER 23 - TRADE PRACTICES Aﬁﬁ’FRAUD

Section 2172 - FICTITIOUS GE&]’PS PROHIBITED

&

Delete entire section.

4
A
i
I
/

Comment: /

Arbitrary :éstrictions, such as prohibition of so-called
fictitious groups, are undesirable in that they inhibit experimentation
in the merchandising of insurance,

This section. is extraterritorial in that it would prevent the ex-
ecution of group contracts- outside the. State as to Maine risgks.

It is our view that maximum scopée should be given to experimenta-
tion and innovation in marketing practiceé and it is a disservice to the
regulator, the industry and most of all the insurance buying public, to
put a damper on efforts to modify existing marketing practices.

g
R,
Bieng.
R

Wi,

American Insurance Association
December 6, 1968



PROPOSED INSURANCE CODE OF THE STATE OF MAINE

CHAPTER 25 - RATES AND RATING ORGANIZATIONS

Section 2315 - STAMPING BUREAU g

&

4
On line 22, page 222 @fEer the word "any" insert the word '"fire'.

-,/V
£

Comment:

While stamﬁing procedures are appropriate to fire policies, they
traditionally have no place in the casualty insurance field.

The stamping bureau would be cumbersome, expensive and unnecessary
in the mass casualty lines. ]

K

While this section does not méhdate the establishment of such a
stamping bureau, it is submitted that .its permissive scope should be

narrowed to assure that it is applicable only to fire rating organizations.

American Insurance Asgsociation
December 6, 1968
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PROPOSED MAINE INSURANCE CODE

(Comments of INA)




Section 221(1)
(pps. 11-12)

Recommendation:

- This se¢fion requires the examination of

domestj}/c insurers not less frequently than
every/three years.

-

Comment: It should be noticed first that this
Fectlon provides full power for the Commlssioner
,to examine any domestic insurer at any time.

fIt has become apparent in states such as Delaware

and Pennsylvania that mandatory examinations oc-
cupy the attention and concentration of Depart-
ment regulatory officials which might better be
spent 1n areas of lmmediate concern because
mandatory examinations often involve companies
whose operations are not a matter of concern

to the Commissioner. ‘i Too frequent examinations
result in substantiali costs to the insurer which
should be avoided where such examinatlons are
not necessary. At the same time, of course,
there are substantigl arguments justifying ex-
amination at reasonéble intervals. With this

in mind, both Penngylvania and Delaware in
recent changes haye lengthened the time inter-
vals between regular examlnations.

/

We would rec Fm@nd that the five=year interval

found in the new Delaware codg be incorporated in this section



Sectlon 229
(pps. 18-19)

-

e

- This section gﬁfggg law provides for adminis-
trative hearings. As such, 1t involves certain
duplicatiogns with sections in Chapter 25 re-
lating te” rates and particularly to Seetions
2319 and 2320,

7

7
Recommendation: It would appeag’desirable to 1limit the applica-
tion of Section 229 so that 1t would not apply to Chapter 25 in
order to avoid any possible ;;pfusion between the two sections.




Section 235(2) = This section rqu res the Commissioner to
(p. 25) make his order a hearing within 15 days

following tiffhearing

5

F

S
Commentf' The time is too short. It not only
worksga hardship on the Commissioner but would
resulf in decilsions prejudicial to the parties
invelved. The Commlssioner should have time
toffeview the record 1f he so desires.

§

i
!
!
i
H

i
Recommendation: The time period should bé extended to at least
30 days. Personally, although there is gome danger of unreason-
able delays, we would not object to genaral language. requiring
a decision within a reasonable time. J




%ectig? 4ol - This section def;nés mutual insurers.
p. 2 K

-

Comment: The section does not contaln language
found in Nevada and .Delaware recognizing the
legality of at least one prominent mutual type
insurance company which has operated for over
200 years .on a somewhat different basils,

Recommendation: Add the sentenceffound in Nevada to the section,
reading: :

"“This definition shall not be-deemed to exclude as 'mutual!
insurers certain foreign insurérs\\ound by the commlssioner
to be organized on the _mutual plan™under the laws of their
states of domicile, having temporany share capital or
providing for electlon of the insurer's governing body on

a reasonable basis." : :




Section 407
(p. 31)

e
rd

- This section prohibit ownership and control

of an insurer by any government or govern-
mental agency.
- y d/:»'

z

Comment: At the recent meeting of the NAIC
Commissioner Apodaca raised the question of
whether or not federal riot reinsurance was
properly considered admitted insurance and
everyone seemed—be—agreg not only that it

was but that it should be™so considered. We
do not know whether this section could be
interpreted to have a contrary result but
feel that it might well be reviewed from this
standpoint since it is uniform language found

in many states.



Section 427(7) = The exception contained in this subsection
(p. 50) is new and provides that the countersignature
laws shall no@xapply to insurers not operating

on-an agencifsystem

‘J
¢

j;” .

Commeqpﬁ We object strongly to any such
excepktion not only because the constitutional
Justificatlon for the countersignature law
makes irrelevant whether or not a company

op Srates through agents but also because we
opject strenuously to regulatory provisions
which distinguish between companies which use

agents and those who do not.

Recommendation:




Section 710
(p. 68)

- This sectlon reéognizes the legality of full
multiple line’ powers.

-

Comment: We cannot pass this section without
taking the opportunityl to congratulate those
who drafted it on their willingness to incor-
porate a concept which we so long have believed
to be in the public Interest.




Section 1507(2) - This subsection wowld appear to require that
(p. 125) service represenfétives be llcensed as resident
or nonresident dgents.

Comment:/ Such a requirement seems unusually
restricfive. Also, we do not understand how

it reldates to requirements of the law that an
agent/be a resident and maintain an office
w1thin the state wlth copies of records of
Lransactlons maintained there which would appear
to be required in addition to the records main-
tained.by the resident agent with whom the field
representativé was—dealing. VWe are not sure
that the answer to the question of whether or
not a field representatlve licensed as a non-
resident agent could work with a general license
agent within the State of Maine in soliciting,
negotiating and effectuating insurance, If not
it would create a severe hardship, particularly
for those companies who did not maintain regional
offices within the State/ of Maine.

Recommendation: Delete subsection QFfrom Section 1507.



Section 1513 - This sectign contains an exemption to the
(pps. 128-9) agents' lfcensing requirement laws recognizing
that perfons performing administrative or
cleric services in general do not have to
be 1i}ensed agents.
7

e

£

£
Comment: We have no question with thils sectilon,
buf it should be studied in relation to Section
1614 since it would appear under the present
language that the latter section would prohibit
the.payment of any form of compensation for
such EéfViEéE“as\are permitted under Section
1513. N ' '

Recommendation: This problem should pfobably be treated under
Section 1614 but it is mentioned at this point for the purposes
of pointing out the problem. f course unless some adjustment

- is made, the prohibition in Segtion 1614 would have the practical

effect of making Section 1513

nullity, which does not appear to
have been intended. ‘




s

e

7

-
Section 1603 - This section requires that a person-must be
(p. 155) a resident of Maine in order to be licensed
as a resident.agent.

- g;
Comment: / This should be considered in relation-
ship to Sectlon 1507(2) requiring that a service
representative be licensed as a resildent or non-
resldent -agent. See comments under Section 1507.




yd
.'///
/
Section 1610 - This section requires a resident agent to main-
(p. 159) tain complete’ records of transactions under

his license and the previous section required
that these be maintained within fhe State of

Maine,

Comment: Again this requirement should be
considered in analyzing the necessity for the
requirement in Section 1507(2) that a service
representative be "licensed as a resident or
nonresident agent. ™~

\\"\»..__,_,,_/ -



Section 1614
(p. 161)

- This section prohibigs the payment of any form

of compensation to ?nyone for soliciting,
negotiating or ijﬁ;cting a contract of insurance.

Comment® : Thngéection makes no allowance for
compensation to persons excepted from the re-
quirements of /license found in Section 1513.

As pointed out in the comments under 1513, the
section becomes a nullity in practice unless
some provision is made permltting compensation.

*

\

Recommendation: Add a provision to Seéction 1614 exempting per-
sons referred to in Section 1513.

MWM
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Section 2004(4) - This subgectléh requlres as a condition of

(p. 177)

placement Wlth an unlicensed insurer that the
insurance sought not be available in any
authorized insurer,

Comment: We quesStion whether or not this pro-
vision is too strong. Furthermore, 1t seems
inconsistent with the provision found in Sec-
tion 2006(1), on the same page, which recognizes
that lnsurance may be placed with unlicensed
insurers when there/is not a "reasonable or
adequate market'.



Section 2017(1) - This provides for a surplds lines tax on business

(o. 184) placed through surplus Iines brokers in the
amount of 2% of the nef premiums.
. y
j/
/

Comment: The amof,t of the surplus lines tax
should be sufficiently larger than the premium
tax paid by liceénsed companles to allow for

the additional/taxes, charges and fees made on
licensed compgnies. Furthermore and of much
greater impoytance, this taxing provision does
‘not include & tax on transactions of unauthor-
ized insurers when placed directly by the in-
sured withg%uch insurers. . Such a tax currently
exists under the laws of most states. Omission
of such a tax creates an unfalr competitive
advantage prejudicial to licensed -insurers in
competition with unlicensed insurers. Also,

it encourages Maine residents to avoid doing
business with Maine producers and to go directly
to other markets, such as Boston, for their
insurance, ' ’ :

1
E

Recommendation: The amount of the surplui lines tax should be
reviewed to determine whether or not it is reasonable in relation
to all taxes, licenses and fees paid by Jicensed companies, and
second, the law should be amended to incfude a1 equivalent premium
tax to be paild by the insured in the evgnt that he places business
through an unlicensed insurer without e services of a surplus

lines broker.




Section 2172 = This section provides for a,proﬁibition against
(p. 208) fictitious groups. -

i
Ed

S
- &

il
7

Comment: This sect;pﬁ is new and controversial,
It incorporates concepts inconsistent with cur-
rent trends in mayketing property and casualty

i

insurance. #

F
g

7
Fd

|
J

&

Recommendation: We object strongly to igﬁ inclusion and ask that
the law be left in its present form. Adéquate regulation of the

abuses in this area can be supported un,%r the rating law without
the need for this particular section.




Section 2315 - This sectlion contains_a"provision permitting
(p. 222) rating organizationsto have stamping bureaus.

':;":

-

a,
g

Recommendation: Consistent with the action taken in Nevada,
this section should be restricted to rating organizations
licensed for property insurance. 7

1
k)



Section 2317(4) - This sectlon provides for deviations and
(p. 224) contains the old language that they shall be
effective for a period Or/bne year.

Comment: This proyision has been found to
involve both compan nies and Departments in
unnecessary paper work arising out of renewals
of deviations. '

" with the NAIC

Recommendation: We recommend that in accordance
o "not less than

action on this subject the language be changed;
~ one year". y



Section 2325 - This section permits insurérs to create
(p. 230) assigned risk plans. f/kp
. e
/
,’/“

Recommendation: In accordance with the la@/ixisting in most
states, 1t should be restricted to casualty insurance.

etresbeim A
e
e



Section 2327 - This provision appears,ﬁb impose a substantial
(p. 232) prohibition to insurers acting in concert unless
' they are of the sage’group of insurers.

)‘f

v
Comment: It wéuld appear to us that this sub-
ject is properly handled under Section 2322,
Possibly this is a unique Maine provision
representing a hand-over from the anti-compact
laws days.’ While we are not aware of any com-
plications arising out of this provision, 1if
enforced it could create difficulties which do
not appear to us to be in the interest of the
insureds in the State of Maine. We will wish
to discuss this particular section during the

hearings on the subject.




Section 2329 - This section provides a penalty for wilful

(p. 233) violation of thesrating law, but like the law
of the State of''New York, i1t does not have a
permalty for a'simple violation not invelving
wilfulness..”

Fd
A i
Recommendation: Strange though it mdy seem, we believe it would

be a proper strengthening of the lay to provide for a reasonable
penalty for simple violations. i}

/



Section 2412(3) - This subsection relates to the dlsapproval of -
. 343) forms filed for approvai

-

Coument: While we do not feel that a hearing
should be required before the disapproval of

a form made within the period of time when it
i1s reviewed originally, we do feel sftrongly
- that it 1s unfair to insurers to permit the
Commissioner to disapprove a form once approved
or deemed approved without the requirement that
the insurer be afforded a hearing prior to the
disapproval order.

Recommendation: The section should be amended to require that
any order of the Commissioner disapproving a form be made follow-
ing a hearing in the same manner as is the case under the rating
law. A Commissioner should not have the right to put an insurer
out of business in matters of the use of forms whefe he has had

a prior opportunity to determine whether or not a " form meets the
standards of law. ) rd

&
7
5’ .
K
i#




Section 2903 = This section proviQEE for absolute liability

(p. 358) of an insurer, It  seems to us to be a provi-
sion of law peculiar to Maine and we would
wish to review ;fhe purpose and need of .the
section during the course of the hearing along
with the provisions of Section 2904,



e

Sectign 3002
(p. 361)

Recomnendation:

" ever, the specific nature of;

- This section is a promigion for the statutory

standard fire policy.in Maine.

Comment: For a number of years we have been
faced with the ' problem in Maine that the pro-
visions of the standard fire policy law require
unique and SpeCLflC language to be included in
the fire contract with the result that it has
been necessary to prlnt special Maine policies
which cannot be used in any other state. This
appears to us to have been a matter of form
rather than substance. We do not feel that the
public of Maine has derived any real benefit
from it. From our own standpoint, we think
rigid policy requirements are not in the public
interest and that the spirit of the law as in-
dicated in Sections 3003 and 2414 of the pro-
posed code more properly encompass philosophies ’
in relation. to the regulation of forms of in-
surance which advance the public interest than
the more rigid type laws-. . However, we do not
object to a reasonably stock fire policy law
so long as it does not contain unique require-
ments which make necessary the printing of
specilal policiles for Maine,

I ot

It may be that the inclusion of Section 2414

is intended to take care of ghls problem. How=-
Section 3002 plus

the reference to the pre-existlng law creates
at least a question in our mlnd whether or not
the bill as drafted accomplishes this purpose

without question. :

/

That this problem be reviewed to determine

whether or not unduly restrictive requireme ts resulting in un~

necessary expense can be avoided.
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*It would not be impogsidle for the traveling salaried representa-
tivas of our merbers o meat guch raguirawmenta, hut it certalnly
would ba {wpracticablo. Ona of tha reanons for this {8 that thase
wravailay salarfied raprasontativen confine thalr activities to in-
soaction and underwriting of thoaa lUres wvhich thelr emplover fn-
aures and do not attempt to antleit and underwrite all claszee of
proparty and easunlty rinla. lHowvever, 1f they were required to be
licensaed as an agent, thev would hava to undergo tha examination
7iven to gemeral linas apsuts urnder Sectlon 1520, While they amuld
no doubt pass such an ewnoninaticn, ther would be required ro 3
pare themselvea to ansver auestioms concerning lines of fazurnuee
which neither they nor their erployer hove any iutention of under-
writtaz. In recognition of this result aud the fact that theove
travaling nalaried represencatives will not be soliciting losnz-
ance from the public at larpe bui only for those special classas
of risks insured by their amplover, we baliove the effect of tha
present exemption contained in Title 24, Section 951, shodld he

zarvized forward into the new Code.

“Oua way in which this could ba accowplii
a poried after the word 'anch' om pare 125, line 14, Section 1507,
aad inserting immedfataly thereafter, in Lieuw of the prosent
Tiuguage, the provisions centalned in the new Delavare Insurance
sode, Bo that, aftev amandnont, Section 1507, subparagraph 2,
would read as follows:

ighed would be by insarting
Z

'Sarvice ropresentatives ara not requizred to be
Licersed ag such. Givd _and salarioed nonresident
traveling rerxeasatir ‘
lagerers n
solieirario:
Inonwenee dn chi
tk~rnnn ﬂhgglwbp
tiwng,

DURNEEILIN

tv oq s"rziv' ropTonanta-

Yo avoid any possible coniuailon at a later date, such an amandoent
would probably hiava . to be counlaed with two covellary nwnﬂﬂmnﬂrg.

One would be to Section 1614, which prohibits the nraying of anst
...compansation’ for the BO{lLiLJﬂ of insurance to anyoue othor
than a licensad ag ent or broker. While these traveling salavied

roprescatatives are not nornally conpansated by commission, they
are paild a salary. Probably swsa qualifying amendiwent should be
made to this Section, for ewample, by lnserting on lina 20, page
161, after the words 'Scction 1615, the words 'ox 1507', so that
after amendment such line weuld read:

'business placed pursuant to section (8) 1615 or
1507 of this Chapter or ....'
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"An alternative to this would ba by inserting on line 11, paze 161,
at the baginning of the aszantenca, tha worde "Except as otherwise
provided herein', so that after ameudment such lina would read:

'Excant_an _othovwlisa providsd hezaein, no insurer shall
pay or allow to any porscn .es.’

"The gecond corollary amendment would bLa to Seotion 1513, which de-
fines thosa porsons for whom ao licenze is to ba roquired.  Svipara-
graph 3 of that zection would bar service roprazencativaes frem guch
exclusion through the words 'other than a sarvice roproseatativa’
appearing on page 129, lines 5 and 6. The fwmplication that ceould
be given to these worda i3 that sarvicas representatives are re-
qiired to be licensed as agsata. If these words (that 1is, 'othar
than a sarvica reopraescntative') were dolated, this implication

would geem to ha removed.

“One other objectionable provision of the Coda sppears {n' Section
410, page 24, lina 29. That fOectlon is the one hich gets forch
the finaneial requirements of the various types of irsurers, and
the clauca to which wa take erneption {5 the grandfsther claune
exenpiing thoao insurera now liconsed fvem the higher requivemznts
impesed by this Coda. The provisieons on paga 3%, lincs 28 and 29,
waks reference to both stesk snd mmtnel fnaurers bur oxlt say raf-
arence to reoiproeal Ingurars. We cannot help but fool thar this
wag purely an oversight, and that 1t waz the dntenticn of the
drafremen to include reciprocal insurers within the provisicns of
this grandfather clause. Such a reault cculd easily be obtained
hy inserting the words 'ox reciprocal! imwediately after the word
‘mutual’ on page 34, line 29, so that after amandment such line
would read: '

'mutual or xeciprocal insurers) as requlred for such
authority ....' %

Let me say that my people recognize that the proposed code follows
to & conslderable extent the Delsware Imswracce Code adopted earlier.this
yoar and they fddicata that 1f the smandmsnta suggested above cen ba
obtalned it will be in a form genmerally acceptable to most of the mamb@rs

of tha Association. : .

I hava tried to set forth roasons for the amandmenta. If any questions
occur to the drafting committee or 1f I have failed to make mysalf clear,
pleaza do not hesitate to 1ot ma kaow.

1f and when time permite, I will appreciate hearing from ycu cn these
problems, particularly your thoughta eoncerning the chances for obtalning
the desirsd relief. I certainly would be guided by your opinion but do want
to try if there 48 reasonable chance for success,

Sincerely yours,

Yon. Kennath P. MaclLeod . .
96 Harlow 8treet : .
B&ngor ’ mine 041401



SECTION 228

In paragraph 1 amend the first sentence to add:

",except that an insurer shall have the option of
making an annual payment each year in lieu of
such expense in an amount equal to .00033 of its
total admitted assets at the end of the preceding
calendar year which amount shall be paid on
March 1lst with the filing of the annual statement,
or of paying such expense as levied but not in
excess of 001 of total admitted assets,

whichever is the legser."

guc,f»‘?



MEMORANDUM TO ALL STATE COLLEGES

_ The Commission to Revise the Insurance Laws of the State of Maine
aﬁa its Counsel have devoted thousands of hours to the preparation of new
statutes which retain much of the current law but which enhance the current
law by encouraging competition and strengthening the regulatory powers of
the Department of Insurance. In this process it has been brought to the
attention of the Commission that the current law (apart from the new proposed
Insurance Code), as interpreted by the Attorney General of the State of Maine;
would require TIAA-CREF to become licensed in the State of Maine and to pay
premium taxes on the non-pension * business of TIAA-CREF issued to residents
of Maine, It should be noted that, contrary to articles that appeared in the
press, the Commission at no time has sought to deal with the current tax law.
Accordingly it would appear that such taxes would apply to TIAA-CREF regardless
of whether TIAA-CREF were required to be licensed by any new law proposed by

the Commission.

. Subsequent to a public hearing on December 16th, 1968, a representative
of TIAA-CREF (Mr. Paul Quinn) was given the special -privilege of appearihg before
the Commission at a time convenient to him. At that time TTAA-CREF urged that
the proposed Insurance Code be caused to amend the existing law to grant
TIAA-CREF two exemptions, to wit: .

1) A certificate of exemption from regulation; and

2) Exemption from taxation of all insurance products

or services offered by TIAA-CREF, (Though

explained as "essentially" a proposal similar to

the existing law of Tennessee, Mr. Quinn noted

that Tennessee does tax the individual policies

of insurance offered by TIAA-CREF, |
The Commission asked Mr, Quinn to document the total dollars of premiums paid
by Maine residents which would become exempt from taxation if the TIAA-CREF
proposal were adopted. (These would be premiums or payments in excess of
pension annuities already exempted from taxation:by the 103rd Legislature and

*A11 pension and insurance annuities under sections 401, 403, 4Ok or 501 of
the Internal Revenue Code have the benefit of a phase out of tax provision
- which was adopted by the 103rd Maine Legislaturel;nd which will p#%vide full

exemption by 1972. (See 36 MSA 2514) . ‘ .



..

hence apparently would consist of payments for individual and group 1ife,
health, major medical and disability insurances.) To date no figures have
been received but it is the understanding of the Commission from Mr. Quinn

that relatively nominal non-pension payments are in issue.

Mr, Quinn was most careful to explain that the exemption provision
sought solely for TIAA-CREF in its Maine proposal ran contrary to the overall
industry proposal (supported by TIAA-CREF) to a recent committee of the
National Association of Ihsurance Commissioners. That industry proposal was
td exempt educators as a class from premium taxation, regardless of the nature
of the company that might write the insurance. However, as Mr, Quinn pdinted
out, others had opposed even this concept. Indeed, at the public hearing of
the Commission representatives of the Maine Life Underwriters questioned
whether educators and the service or support personnel of Universities and
Colleges, as a special class, were entitled to any more favored treatment
than state or municipal employses, or other groups of persoﬁs serving the

State of Maine,

It became clear to the Commission, therefore, that any proposal
which it might recommend which would amend the existing tax law (as interprsted
by the Attorney General), or eliminate the cloud currently existing viz-a-viz
TIAA-CREF business in Maine (which would be the suggestion by TIAA-CREF),
would be not only highly controversial but would require the Commission to
become involved in the tax laws---an area which might be deemed beyond the
scope of thenCommission'S'authori?z?i{aghsistent with this positioh. the
éﬁ%ﬁission also has decided to refrain from action which would affect t;;j:;;B
status of the Blue Cross - Blue Shield companies invMainetjff:_addifion. it
was felt that fhe schedule of the Commission, which had afforded a special
hearing and the receipt of the TIAA-CREF proposal, did not afford ample

opportunity for notice of this proposal to other interested parties and the
opportunity for these parties to be heard. Any action under these circumstances
could be validly criticized and the entire Revision thereby jeopardized.

ccordingly,ﬂfhe Commission resolved to take no action under the tax laws with

@"E‘x
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It is the understanding of the Commission that its refusal to take
action leaves TIAA-CREF in exactly the same posture as it was in prior to
any presentation of a proposed Revision of the Insurance Laws. That is,
TIAA-CREF may seek what it would deem to be clarification of the existing
law, and what the Attorney General would deem to be an amendment, by intro-
ducing a separate bill to exempt TIAA-CREF (or payments from educators as a
class) from taxation imposed by'Title 36, Chapter 357, of the existing law
of the State of Maine. In this way the valid interests of the various parties
can be fully explored with proper notice to which the TIAA-CREF proposal is
entitled, which notice the comtimation of inclement weather and Commission

schedule regretably precluded,

The Commission wishes to express its most sincere appreciation to
all of those who took the time to appear. It regrets its inability to
revolve the conflict which gggfpantly exists in the current tax law. However,
it believes the various $'of the State of Maine will be better served

by divorcing the overall Revision from the tax controversy inherent in the
TIAA-CREF proposal. '

Kenneth P. MacLeod, Chairman
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CHAPTER 21. UNAUTHORLIZED INSURERS - PROHIBITIONS,

PROCESS AND ADVERTISING

§ 2101, Representing or aiding unauthorized insurer

2.

Fl

prohibited .
* " * *
This section does not apply to:
* .* .k

Transactions in this state involving contracts issued by a life

insurance or annuity company organized and operated without profit to any

private shareholder or individual exclusively for the purpose of aiding

and strengthening educational institutions by issuing insurance and annuity

contracts only to or for the benefit of such institutions and individuals

engaged in the service of such institutions; provided however, that any

_company issuing insurance or annuities as aforesaid shall hold a valid and

unrevoked certificate of exemption issued pursuant to this subsection. -

The Commissioner shall, upon payment of a filing fee of $100.00, grant a

certificate of exemption to any life insurance company, annulty company or

other organization supervised by the insurance department of its state of

incorporation:

(1)

(2)

(3)

(4)

which is organized and operated without profit

to any private shareholder or individual;

which is organized and operated exclusively for

the purpose of aiding educational institutions

which are:also organized and operated without

profit to any private shareholder or individuél;

which serves that purpose by issuing insurance and

annuity contracts only to or for the benefit of

educational institutions or to individuals engaged

in the service of such institutions;

which is fully and legally organized and qualified
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(5)

)

to do business and has been actively doing business

under the laws of the state of its incorporation for

a period of three vears prior to its application for

X e

a certificate of exemption} and either ﬁsssesses and

maintains the amount of capital and surplus which

would be required for a company to be gqualified in

this state to do the kind or kinds of business it

transacts or possesses and maintains financial assets

which in the opinion of the Commissioner are adequate

for the kind or kinds of businegs it transacts;

whose directors and officers are of known good

character and are not affiliated, directly or in-

directly, through ownership, control, management,

reinsurance transactions, or other insurance or

business relations with any person known to have

been involved in the improper manipulation of assets,

accounts, reinsurance or any matter inimical to the

business of insurance; and

which 1) appoints the Commissioner, and his successors

in office, as its attorney to receive the service of

- process issued against it in this state, which appoint-

ment shall‘be irrevocable, shall bind such company and

any successor in interest, and shall remain in effect

so longfas there is in force in this state any contract

‘or policy made or issued by such company or any obligation

‘arising therefiow; 2) files a copy of any policy or

“1 contract form issued to residents of this state with the

Commissioner; 3) files a copy of its annual statement ’ i

;. prepared pursuant to the laws of its state of in-
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corporation, as well as such other financial material

as may be requested., with the Commissioner: and 1)

agrees to submit to periodic examinations as may be

deemed necessary by the Commissioner.

Any corporation holding a certificate of exemption

shall be exempt from the provisions of Title 36,

Chapter 357.
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L. ‘Anyiindividual insured under a group insurance policy or group annuity
contract Qhafl have the right, unless expressly prohibited under the terms of
the Fpolicy on contract, to assign to any other person his rights and benefits
under the polity or contract, including, but not limited to, the right to desig-

" nate the beneficiary or beneficiaries and the rights as to conversion provided
for in sections 2621 through 2625 of this Title. While the assignment is in
effect¥the insurer shall be entitled to deal with the assignee as the owner of
such rights and benefits in accordance with the terms of ¢he assignment; but
without prejudice to the insurer on account of any lawful action taken or payment
made by it prior kto receipt by it at its home office of written notice of the
assignment or of the termination thereof.

4;ﬁ¢5'/szliﬂzzji;ZQLZEE%;;;'av Py,
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§ 3367. Nenasséséable;pplicies; limits of asgessabillity;
use of, funds; combination operations

1l. A domestic mutual insurer may extinguish the contingent 1liability
to assessment of its members as to all its cash premium plan policies in
force and may omit provigjons imposing contingent liability in suey policies
currently ismued while has and maintains surplus, as determined by its
financial statement filed with the commisiioner as of the year end next pre-

" ceding, of not less than $100,000 as to an insurer formed prior to January 1,

;928, and of not less than $200,000 as to an insurer formed after January 1,
1968.

_ 2. If the insurer after qualifying to issue xk& such a nonassessable
policy fails to maintain the applicable above requirement, it shall cease
to issue nonassessable policies until it has again met and maintained the
requiremet for a period of one year.

3. Any assessment levied under the contingent 1liability provisions of
the policy shall be for the exclusive tenefit of the holders of policies
subjert subject to contingent liability, and such policyholders shall not
be liable to assessment in an amount greater in proportion to the total def-
iciency than the ratio that the deficiency attributable to the contingently
liable business bears to the total deficiency. IXumdrxrmrrivedxk¥yxiRXAIERIE-
merkxxkat¥x An assessment shall apply only to the holders of the type of
policy or plan under which the deficiency occurred, and funds received from
the assessment shall be for the exclusive benefit of such holders.

4. VNothing in this chapter shall prohibit or be deemed to prohibit a
domestic mutual insurer formed prior to January 1, 1968 from mkxkkexzame
at any one time transacting,in respective departments or divisions of its
operations, insurance business on any two or all of the following bases:

A. Cash premium plan, without contingent 1liability to assessment, and
issuance of nonassessable policies in qualified therefor as above provided in
this section; '

B. Cash premium plan, with contingent liability to assessment; and

C. Assessment pwemisws plan.



§ 3367. Nenassessable policies; limits of assessability:
use of funds; combination operations

1. A domestic mutual insurer may extinguish the contingent liability
to assessment of its members as to add—i#s cash premium plan policies in
force and may omit provisions imposing contingent liability in such policies
currently ismued while ££; has and maintains surplus, as determined by its
financial statement filed with the commissioner as of the year end next pre-
ceding, of not less than $100,000 as to an insurer formed prior to January 1,
1968, and of not less than $200,000 as to an insurer formed after January 1,
1968.

2, If the insurer after qualifying to issue xka such a nonassessable
policy fails to maintain the applicable above requirement, it shall cease
to issueﬁnonassessable policies until it has again met and maintained the
requiremet for a period of one year.

3. Any assessment levied under the contingent liability provisions of
the policy shall be for the exclusive tenefit of the holders of policies
gxbirEk subject to contingent liability, and such policyholders shall not
be liable to assessment in an amount greater in proportion to the total def-
iciency than the ratio that the deficiency attributable to the contingently
liable business bears to the total deficiency. XurdsxxrrRriXedXbyxXxZIRXAZZERZR-
merkxskAX¥x An assessment shall apply only to the holders of the type of
policy or plan under which the deficiency occurred, and funds received from
the assessment shall be for the exclusive benefit of such holders.

4. Nothing in this chapter shall pmedibit—es be deemed to prohibit a
domestic mutual insurer formed prior to January 1, 1968 from mfxikexsame
at any one time transacting,in respective departments or divisions of its
operations, insurance business on any two or all of the following bases:

A. Cash premium pian, without contingent liability to assessment, and
issuance of nonassessable policies ié’qualified therefor as above provided in
this section:

B. Cash‘premium plan, with contingent liability to assessment; and

C. Assessment premiwm plan.



§ 3367. Nenassessable policies; limits of assessability;
use of funds; combination operations '

1. A domestic mutual insurer may extinguish the contingent liability
to assessment of its members as to add-isbs cash premium plan policies in
force and may omit provisions imposing contingent liability in surh policies
currently isaued while ﬁi& has and maintains surplus, as determined by its
financial statement filed with the commissioner as of the year end next pre-
ceding, of not less than $100,000 as to an insurer formed prior to January 1,
1968, and of not less than $200,000 as to an insurer formed after January 1,

1968.

2. If the insurer after qualifying to issue ®hz such a nonassessable
policy fails to maintain the applicable above requirement, it shall cease
to issuepponassessable policies until it has again met and maintained the
requiremet for a period of one year.

3. Any assessment levied under the contingent liability provisions of
the policy shall be for the exclusive tenefit of the holders of policies
subirzk subject to contingent liability, and such policyholders shall not
be liable to assessment in an amount greater in proportion to the total def-
iciency than the ratio that the deficiency attributable to the contingently
liable business bears to the total deficiency. IRxREARXXRRRINERAXIYXINEXAZSERX-
mexkxzkaitx An assessment shall apply only to the holders of the type of
policy or plan under which the deficiency occurred, and funds received from
the assessment shall be for the exclusive benefit of such holders.

L. ©Nothing in this chapter shall pwedsbit—esr be deemed to prohibit a
domestic mutual insurer formed prior to January 1, 1968 from zkxkkexsame
at any one time transacting,in respective departments or divisions of its
operations, insurance business on any two or all of the following bases:

A. Cash premium plan, without contingent liability to assessment, and
issuance of nonassessable policies ig’qualified therefor as above provided in
this section:

B. Cash‘premium plan, with contingent liability to assessment; and

C. Assessment pressdres plan.



§ 3367. Nenassessable policies; limits of assessability;
use of funds; combination operations

1. A domestic mutual insurer may extinguish the contingent liability
to assessment of its members as to addis cash premium plan policies in
force and may omit provisjions imposing contingent liability in sueh policies
currently ismued while has and maintains surplus, as determined by its
financial statement filed with the commisiioner as of the year end next pre-
ceding, of not less than $100,000 as to an insurer formed prior to January 1,
1968, and of not less than $200,000 as to an insurer formed after January 1,
1968.

2. If the insurer after qualifying to issue xka such a nonassessable
policy fails to maintain the applicable above requirement, it shall cease
to issueﬁponassessable policies until it has again met and maintained the
requiremet for a period of one year.

3. Any assessment levied under the contingent liability provisions of
the policy shall be for the exclusive tenefit of the holders of policies
sxkBIrREX subject to contingent liability, and such policyholders shall not
be liable to assessment in an amount greater in proportion to the total def-
iciency than the ratio that the deficiency attributable to the contingently
liable business bears to the total deficiency. XurdSXxxrERINEAXRYXINEXHXXRISX-
mexkxxkaX¥x An assessment shall apply only to the holders of the type of
policy or plan under which the deficiency occurred, and funds received from
the assessment shall be for the exclusive benefit of such holders.

4. Nothing in this chapter shall pwewwibit—or be deemed to prohibit a
domestic mutual insurer formed prior to January 1, 1968 from akxkkExsame
at any one time transacting,in respective departments or divisions of its
operations, insurance business on any two or all of the following bases:

A. Cash premium plan, without contingent liability to assessment, and
issuance of nonassessable policies ig’qualified therefor as above provided in
this section: .

B. Cash'premium plan, with contingent liability to assessment; and

C. Assessment pmembwm plan.



§ 3367. Nonassessable policies; limits of assessability:
use of funds; combination operations

‘1. A domestic mutual insurer may extinguish the contingent liability
to assessment of its members as to ad==isps cash premium plan policies in
force and may omit provisions imposing contingent liability in sueh policies
currently ismued while tti has and maintains surplus, as determined by its
financial statement filed with the commissioner as of the year end next pre-
ceding, of not less than $100,000 as to an insurer formed prior to January 1,
1968, and of not less than $200,000 as to an insurer formed after January 1,

1068.

2. If the insurer after qualifying to issue sk# such a nonassessable
policy fails to maintain the applicable above requirement, it shall cease
to iséue'Ponassessable policies until it has again met and maintained the
requiremet for a period of one year.

3. Any assessment levied under the contingent liability provisions of
the policy shall be for the exclusive tenefit of the holders of policies
subiAREL subject to contingent liability, and such policyholders shall not
be liable to assessment in an amount greater in proportion to the total def-
iciency than the ratio that the deficiency attributable to the contingently
liable business bears to the total deficiency. RyXAZXXRREINEAXKYXINRXAZKESS-
mexkxzhat¥x An assessment shall apply only to the holders of the type of
policy or plan under which the deficiency occurred, and funds received from
the assessment shall be for the exclusive benefit of such holders.

4. Nothing in this chapter shall peemibit—eor be deemed to prohibit a
domestic mutual insurer formed prior to January 1, 1968 from akxXREXEaME
at any one time transacting,in respective departments or divisions of its
operations, insurance business on any two or all of the following bases:

. A. Cash premium plan, without contingent liability to assessment, and
issuance of nonassessable policies i§’qualified therefor as above provided in

this section;

B. Cash'premium plan, with contingent liability to assessment; and

C. Assessment paemdssm plan.
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nonassessable liability

l. A domestic mutual insurer may extinguish the contingent
liability to assessment of its members as to all its cash plan pol-
icies in force and may omit provisions imposing contingant liabil-
ity in such policies currently issued upon compliance with the fol-
lowing requirementw=ﬁ§£Wé¢hstandéng»any‘Spetial“lanormchartermprew
viously enacted-by-the-begislature: .

Er15. Sugggg§,{”EﬁZ”IHEﬁ?Z?”EBQii'have and maintain a surplus
to policyholders, as determined by its last annual statement
filed with the commissioner, of not less than $}00,000, for an
insurer heretofore formed and transacting insurance and of not
less than $200,000 for an insurer hereafter formed.

2. If such an insurer, after qualifying to issue a non-assessable
caxh premium policy, fails to maintain one of the above requirements
it shall cease to issue a nonassessable policy until it has
again met and maintained the requirements for a period of one year.

(—'\ _____

%ﬁggfithstandlng the foreg01ng, a domestic mutual insurer "~

may also issue assessment plan policies and assessable cash plan

i AR T ot g s s 2

pOllCleS. “Any assessment.rﬁqmmn@wwwwww,‘udamﬂ levied under the
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contingent llablllty provisions of bhxsﬁbhapter shall be for the

, da‘-«:’uéa%&¢ 1 ‘:&\??w}w
exclusive benefit of the holders of policies subject to assessment, !

and such policyholders shall not be liable to an assessment in an

amount greater in proportion to the total deficiency than the ratio

, . o . &ué.rgﬁéu Eeod,
that the deficiency attributable to the assessable business bears

d\
to the total deficiéncy.A Such assessment shall apply only to the
holders of the type of policy or plan under which the deficiency

occurred and shall be for the exclusive benefit of the holders of

/ such policies.
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which shall contain the following general conditions and stipulations:

% Concealment, This entire policy shall be voidif, whether
fraud. before or after a loss, the insured haswill-
fully concealed or misrepresented any ma-

terial fact or circumstance concerning this insurance or the sub-
ject thereof, or the interest of the insured therein, or in case of
any fraud or false swearing by the insured relating thereto.

Uninsurable This policy shall not cover accounts, bills,
and excepted currency, deeds, evidencesofdebt, money
property. “or securites; nor, unless specifically,
named hereon in writing, bullion or manu-

scripts.
Perils not This Company shall not be liable forloss by
included. fire or other perils insured against in this

: policy caused, directly or indirectly by:
(a) enemy attack by armed forces, including action taken by mili-
tary, naval or air forces inresistinganactual or an immediately
impending enemy attack; (b) Invasion; (¢)insurrection; (d) rebel-
lion; (e) revolution; (f) civil war; (g) usurped power; (h) order

O



of any civil authority except acts of destruction at the time of
and for the purpose of preventing the spread of fire, provided
that such fire did not originate from any of the perils excluded
by this policy; (i) neglect of the insured to use all reasonable
means to save and preserve the property at and after a loss, or
when the property is endangered by fire inneighboring premises;
(j) nor shall this Company be liable for loss by theft.

Other Insurance. Other insurance may be prohibited or the
amount of insurance may be limited by endorsement attached
hereto.

Conditions suspending or restricting insurance. Unless oth-
erwise provided in writing added hereto this Company shall not
be liable for loss occurring

(a) while the hazard is increased by any means within the con-
trol or knowledge of the insured; or

(b) while a described building, whether intended for occupancy
by owner or tenant, is vacant or unoccupied beyond a period of
sixty consecutive days; or

(c) asa result of explosionorriot, unlessfire ensue, and in that
event for loss by fire only.

Other perils Any other peril to be insured against or
or subjects. subject of insurance to be covered in this
policy shall be by endorsement in writing

hereon or added hereto.

Added provisions. The extent of the application of insur-
ance under this policy and of the contributionto be made by this
Company in case of loss, and any other provision or agreement
not inconsistent with the provisions of this policy, may be pro-
vided for in writing added gereto, butnoprovision may be waiv-
ed exceptsuch asby the termsof this policy is subject to change.

Waiver No permission affecting this insurance

provisions. shall exist, or waiver of any provision be
valid, unless granted hereinor expressed inwriting added hereto.
No provision, stipulation or forfeiture shall be held to be waived
by any requirement or proceeding on the part of this Company
relating to appraisal or to any examination provided for herein.

Cancellation This policy shall be cancelled at any time

of policy. at the requestoftheinsured, in which case
this Company shall, upon demand and surrender of this policy,
refund the excess of paid premium above the customary short
rates for the expired time. This policy may be cancelled at any
time by this Company by giving to theinsured a ten days’ writ-
ten notice of cancellation with or without tender of the excess
of paid premium above the pro rata premium for the expired
time, which excess, if nottendered, shallberefunded on demand.
Notice of cancellation shall state that said excess premium (if
not tendered) will be refunded on demand.
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Mortgagee If losshereunderismade payable, in whole

interests and or in part, to a designated mortgagee not

obligations. named herein astheinsured, suchinterest
in this policy may be cancelled by giving to such mortgagee a
ten days’ written notice of cancellation.

If the insured fails to render proof of loss such mortgagee, upon
notice, shall render proofoflossinthe form herein specified with-
in sixty (60) days thereafter and shall be subject to the provi-
sions hereof relating to appraisal and time of payment and of
bringing suit. If this Company shall claim that no liability ex-
isted as to the mortgagoror owner, itshall, to the extent of pay-
ment of loss to the mortgagee, be subrogated to all the mort-
ga%ee’s rights of recovery, but without impairing mortgagee’s
right to sue; or it may pay off the mortgage debt and require an
assignment thereof and of the mortgage. Other provisions relat-
ing to the interests and obligations of such mortgagee may be
added hereto by agreement in writing.

Pro rata This Company shall not be liable for a

liability. greater proportion of any loss than the

amount hereby insured shall bear to the

whole insurance covering the property against the perilinvolved,
whether collectible or not.

Requirements The insured shall give immediate written
in case loss notice to this Company of any loss, protect
occurs. the property from further damage, forth-

with separate the damaged and undamaged personal property,
put it in the best possible order, furnish a complete inventory of
the destroyed, damaged and undamaged property, showing in
detail quantities, costs, actual cash value and amount of loss
claimed; and within sixty days after the loss, unless such time is
extended in writing by this Company, the insured shall render to
this Company a proofofloss, siFned andsworn to by the insured,
stating the knowledge and belief of the insured as to the follow-
ing: 'The time and origin of the loss, the interest of the insured
and of all others in the property, the actual cash value of each
item thereof and the amount of loss thereto, all encumbrances
thereon, all other contracts of insurance, whéther valid or not,
covering any of said property, any changes in the title, use, oc-
cupation, location, possession or exposures of said property since
the issuing of this policy, by whom and for what purpose any
building herein described and the several parts thereof were
occupied at the time of loss and whether or not it then stood on
leased ground, and shall furnish acopy ofall the descriptions and
schedules in all policies and, ifrequired, verified plans and speci-
fications of any building, fixtures or machinery destroyed or
damaged. The insured, as often asmaybe reasonably required,
shall exhibit to any person designated by this Company all that
remains of any progerty herein described, and submitto examin-
ations under oath by any person named by this Company, and
subscribe the same; and, asoften asmaybe reasonably required,
shall produce for examination all books ofaccount, bills, invoices
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and other vouchers, or certified copiesthereofiforiginals be lost,
at such reasonable time and place as maybe designated by this
Company or its representative, and shall permit extracts and
copies thereof to be made,

Appraisal. In case the insured and this Company shall
fail to agree as to the actual cash value or the amount of
loss, then, on the written demand of either, each shall select a
competent and disinterested appraiser and notify the other of
the appraiser selected within twenty days of such demand. The
appraisers shall first select a competent and disinterested um-
pire; and failing for fiteeendaystoagree upon such umpire, then,
on request of the insured or this Company, such umpire shall be
selected by a judge of a court of record in the state in which
the property covered is located. The appraisers shall then ap-
praise the loss, stating separately actual cash value and loss to
each item; and, failing to agree, shall submit their differences,
only, to the umpire. An award in writing, so itemized, of any
two when filed with this Company shall determine the amount
of actual cash value and loss. Each appraiser shall be paid by
the farty selectinghim and the expensesofappraisal and umpire

shall be paid by the parties equally.
Company’s It shall be optional with this Company to
options. take all, or any part, of the property at the

agreed or appraised value, and alsotore-
pair, rebuild or replace the property destroyed or damaged with
other of like kind and quality withinareasonable time, on giving
notice of its intention so to do within thirty days after the recelpt
of the proof of loss herein required.

Abandonment. There canbe noabandonment to this Com-
pany of any property.

When loss The amount oflossfor which this Company

payable. may be liable shall be payable sixty days

after proof of loss, as herein provided, is received by this Com-
pany and ascertainment of the loss ismade either by agreement
between the insured and this Company expressed inwriting or b

the filing with this Company of an award as herein provided.

Suit. No suit or action on this policy for the re-
covery of any claim shall be sustainable in any court of law or
equity unless all the requirements of this policy shall have been
complied with, and unless commenced witﬁin twelve monthsnext
after inception of the loss. '

Subrogation. This Company may require from the in-
sured an assignment of all right of recovery against any party
for loss to the extent that payment therefor is made by this
Company. <

o,

ESS WHEREQF_:_Lh.iﬂQmparﬁy—h&s—exeeﬂted—\}nd
ttested these—presents; but this policy sha Wess
untersigned by the dul i t i pany at
rembefore mentioned.
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Mortgagee If losshereunderismade payable, in whole

interests and or in part, to a designated mortgagee not

obligations. named herein astheinsured, suchinterest
in this policy may be cancelled by giving to such mortgagee a
ten days’ written notice of cancellation.

If the insured fails to render proof of loss such mortgagee, upon
notice, shall render proof ofiossin the form herein specified with-
in sixty (60) days thereafter and shall be subject to the provi-
sions hereof relating to appraisal and time of payment and of
bringing suit. If this Company shall claim that no liability ex-
isted as to the mortgagor or owner, itshall, to the extent of pay-
ment of loss to the mortgagee, be subrogated to all the mort-
gagee’s rights of recovery, but without impairing mortgagee’s
right to sue; or it may payoffthe mortgage debt and require an
assignment thereof and of the mortgage. Otherprovisions relat-
ing to the interests and obligations of such mortgagee may be
added hereto by agreement in writing.

Pro rata This Company shall not be liable for a

lability. greater proportion of any loss than the

amount hereby insured shall bear to the

whole insurance covering the property against the perilinvolved,
whether collectible or not.

Requirements The insured shall give immediate written
in case loss notice to thisCompany of any loss, protect
occurs. the property from further damage, forth-

with separate the damaged and undamaged personal property,
put it in the best possible order, furnish a complete inventory of
the destroyed, damaged and undamaged property, showing in
detail guantities, costs, actual cash value and amount of loss
claimed; and within sixty days after the loss, unless such time is
extended in writing by this Company, theinsured shall render to
this Company a proof ofloss, SiFned and sworn to by the insured,
stating the knowledge and belief of the insured as to the follow-
ing: The time and origin of the loss, the interest of the insured
and of all others in the property, the actual cash value of each
item thereof and the amount of loss thereto, all encumbrances
thereon, all other contracts of insurance, whether valid or not,
covering any of said property, any changes in the title, use, oc-
cupation, location, possession or exposures of said property since
the issuing of this policy, by whom and for what purpose any
building herein described and the several parts thereof were
occupied at the time of loss and whether or not it then stood on
leased ground, and shall furnish acopyofall the descriptions and
schedules in all policies and, ifrequired, verified plans and speci-
fications of any building, fixtures or machinery destroyed or
damaged. The insured, as often asmaybe reasonably required,
shall exhibit to any person designated by this Company all that
remains of any property herein described, and submitto examin-
ations under oath by any person named by this Company, and
subscribe the same; and, asoften asmaybe reasonably required,
shall produce for examination all books of account, bills, invoices

-111-



and other vouchers, or certified copiesthereofiforiginals be lost,
at such reasonable time and place as maybe designated by this
Company or its representative, and shall permit extracts and
copies thereof to be made.

Appraisal. In case the insured and this Company shall
fail to agree as to the actual cash value or the amount of
loss, then, on the written demand of either, each shall select a
competent and disinterested appraiser and notify the other of
~ the appraiser selected within twenty days of such demand. The
appraisers shall first select a competent and disinterested um-
pire; and failing forfiteeendaysto agree upon such umpire, then,
on request of the insured or this Company, such umpire shall be
selected by a judge of a court of record in the state in which
the property covered is located. The appraisers shall then ap-
praise the loss, stating separately actual cash value and loss to
each item; and, failing to agree, shall submit their differences,
only, to the umpire. An award in writing, so itemized, of any
two when filed with this Company shall determine the amount
of actual cash value and loss. Each appraiser shall be paid by
the Earty selecting him and the expensesof appraisal and umpire

shall be paid by the parties equally. :
Company’s It shall be optional with this Company to
options. take all, orany part, of the property at the

agreed or appraised value, and alsotore-
pair, rebuild or replace the property destroyed or damaged with
other of like kind and quality within a reasonable time, on giving
notice of its intention so todo within thirty days after the receipt
of the proof of loss herein required.

Abandonment. There canbe noabandonment to this Com-
pany of any property.

When loss The amount oflossfor which this Company

payable. may be liable shall be payable sixty days

after proof of loss, as herein provided, is received by this Com-
pany and ascertainment of the loss ismade either by agreement
between the insured and this Company expressed in writing or b

the filing with this Company of an award as herein provided.

Suit. No suit or action on this policy for the re-
covery of any claim shall be sustainable in any court of law or
equity unless all the requirements of this policy shall have been
complied with, and unless commenced within twelve monthsnext
after inception of the loss.

Subrogation. This Company may require from the in-
sured an assignment of all right of recovery against any party
for loss to the extent that payment therefor is made by this
Company.

IN WITNESS WHEREOF, this Company has executed and
attested these presents; but this policy shall not be valid unless
countersigned by the duly authorized Agent of this Company at
the agency hereinbefore mentioned.
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Countersignature Date

In Consideration of the Provisions and Stipulations herein
or added hereto and of the premium above specified, this Com-
pany, 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 speci-
fied, 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 re-
place the property with material of like kind and quality within
a reasonable time after such loss, without allowance for any in-
creased cost of repair or reconstruction by reason of any ordi-
nance or law regulating construction or repair, and without com-
pensation for loss resulting from interruption of businessor man-
ufacture, nor in any event for more-than the interest of-the in-
sured, against all DIRECT LOSS BY FIRE, LIGHTNING AND
BY REMOVAL FROM PREMISES ENDANGERED BY THE
PERILS INSURED AGAINST IN THIS POLICY, EXCEPT AS
HEREINAFTER PROVIDED, to the property described herein
while located or contained asdescribed inthispolicy, or pro rata
for five days at each proper place to which any of the property
shall necessarily be removed for preservation from the perils
insured against in this policy, but not elsewhere.

Assignment of this policy shall not be valid except with the
written consent of this Company.

This policy is made and accepted subject to the foregoing
provisions 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 addedhereto,
as provided in this policy.



which shall contain the following general conditions and stipulations:

* Concealment, This entire policy shall be void if, whether
fraud. before or after a loss, the insured haswill-
fully concealed or misrepresented any ma-

terial fact or circumstance concerning this insurance or the sub-
ject thereof, or the interest of the insured therein, or in case of
any fraud or false swearing by the insured relating thereto.

Uninsurable This policy shall not cover accounts, bills,
and excepted currency, deeds, evidencesof debt, money
property. or securites; nor, unless specifically,
named hereon in writing, bullion or manu-

scripts.
Perils not This Company shall not be liable forloss by
included. fire or other perils insured against in this

policy caused, directly or indirectly by:
(a)enemy attackby armedforces, including actiontaken by mili-
tary, naval or air forces inresistinganactual or an immediately
impending enemy attack; (b) invasion; (¢)insurrection; (d)rebel-
lion; (e) revolution; (f) civil war; (g) usurped power; (h) order
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The Attorney General upon request of the commissioner may proceed
in the courts of this State or any reciprocal state or in any federal
court or agency to enforce an order or decision in any court proceeding
or in any administrative proceeding before the commissioner.

1. Definitions.é/i; this section?

A. '"Reciprocal state' means any state the laws of which contain
procedures substantially similar to those specified in this section
for the enforcement of decrees or orders in equity issued by courts
located in other states, against insurers incorporated or authorized
to do business in such state.

B. '"'Foreign decree'' means any decree or order in equity of a court
located in a ''reciprocal statéQT)including a court of the United States
located therein, against a ''domestic insurer' obtained by a '"qualified
party'.

C. '"Domestic insurer' means any insurer incorporated or authorized
to do business in this State.

D. '"Qualified party' means a state regulatory agency acting in its
capacity to enforce the insurance laws of its state.

2. List of reciprocal states. The commissioner shall determine which
states qualify as reciprocal states and shall maintain at all times an
up-to-date list of such states.

3. Filing and status of foreign decrees. A copy of any foreign decree
authenticated in accordance with the act of Congress or the statutes of this
State may be filed in the office of the clerk of any Superior Court of this
State.. The clerk, upon verifying with the commissioner that the decree or
order qualifies as a ''foreign decree' shall treat the foreign decree in the
same manner as a decree of a Superior Court of this State. A foreign decree
so filed has the same effect and shall be deemed as a decree of a Superior
Court of this State, and is subject to the same procedures, defenses and
proceedings for reopening, vacating, or stayving as a decree of a Superior
Court of this State and may be enforced or satisfied in like manner.

4, Notice of filing.

A. At th time of the filing of the foreign decree, the Attorney General
shall make”ﬁ‘file with the clerk of the court an affidavit setting forth the
name and last known post office address of the defendant.

B. Promptly upon the filing of the foreign decree and the affidavit, the
clerk shall mail notice of the filing of the foreign decree to the defendent
at the address given, and to the commissioner, and shall make a note of the
mailing in the docket. In addition, the Attorney General may mail a notice
of the filing of the foreign decree to the defendant and to the commissioner
and may file proof of mailing with the clerk. Lack of mailing notice or
filing by the clerk shall not affect the enforcement proceedings if proof of
mailing by the Attormey General has been filed.
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C. No execution or other process for enforcement of a foreign
decree filed hereunder shall issue until 30 davs after the date the
decree is filed.

5. Stay.

A. If the defendant shows the Superior Court that an appeal from
the foreign decree is pending or will be taken, or that a stay of
execution has been granted, the court shall stay enforcement of the
foreign decree until the appeal is concluded, the time for appeal expires,
or the stay of execution expires or is vacated, upon proof that the
defendant has furnished the security for the satisfaction of the decree
required by the state in which it was rendered.

B. If the defendant shows the Superior Court anv ground upon which
enforcement of a decree of any Superior Court of this State would be
stayed, the court shall stay enforcement of the foreign decree for an
appropriate period, uvon requiring the same security for satisfaction of
the decree which is required in this State.

6. Fees. Any person filing a foreign decree shall pay to the
clerk of court the applicable fee. Fees for docketing, transcription or
other enforcement proceedings shall be as provided for decrees of the
Superior Court.
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The Attorney General upon request of the commissioner may proceed
in the courts of this State or any reciprocal state or in any federal
court or agency to enforce an order or decision in any court proceeding
or in any administrative proceeding before the commissioner.

1. Definitions.éﬂi; this section?

A, "Reciprocal state' means any state the laws of which contain
procedures substantially similar to those specified in this section
for the enforcement of decrees or orders in equity issued by courts
located in other states, against insurers incorporated or authorized

to do business in such state.

B. Forelgn decree' means any decree or order in equity of a court
located in a "reciprocal statéL’]including a court of the United States
located therein, against a "domestic insurer' obtained by a 'qualified

party'.

C. '"Domestic insurer' means any insurer incorporated or authorized
to do business in this State.

D. '"Qualified party' means a state regulatory agency acting in its
capacity to enforce the insurance laws of its state.

2. List of reciprocal states. The commissioner shall determine which
states qualify as reciprocal states and shall maintain at all times an
up-to—-date list of such states.

3. Filing and status of foreign decrees. A copy of any foreign decree
authenticated in accordance with the act of Congress or the statutes of this
State may be filed in the office of the clerk of any Superior Court of this
State.. The clerk, upon verifying with the commissioner that the decree or
order qualifies as a '"foreign decree' shall treat the foreign decree in the
same manner as a decree of a Superior Court of this State. A foreign decree
so filed has the same effect and shall be deemed as a decree of a Superior
Court of this State, and is subject to the same procedures, defenses and
proceedings for reopening, vacating, or staying as a decree of a Superior
Court of this State and may be enforced or satisfied in like manner.

4, Notice of filing.

A. At the time of the filing of the foreign decree, the Attorney General
shall maket}*file with the clerk of the court an affidavit setting forth the
‘name and last known post office address of the defendant.

B. Promptly upon the filing of the foreign decree and the affidavit, the
clerk shall mail notice of the filing of the foreign decree to the defendent
at the address given, and to the commissioner, and shall make a note of the
mailing in the docket. In addition, the Attorney General may mail a notice
of the filing of the foreign decree to the defendant and to the commissioner
and may file proof of mailing with the clerk. Lack of mailing notice or:
filiug by the clerk shall not affect the enforcement proceedings if proof of
wailing by the Atkorney General has been filed. ;
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C. No execution or other process for enforcemerit of a foreign
decree filed hereunder shall issue until 30 days after the date the
decree is filed.

5. Stay.

A. If the defendant shows the Superior Court that an appeal from
the foreign decree is pending or will be taken, or that a stay of
execution has been granted, the court shall stay enforcement of the
foreign decree until the appeal is concluded, the time for appeal expires,
or the stay of execution expires or is vacated, upon proof that the
defendant has furnished the security for the satisfaction of the decree
required by the state in which it was rendered.

B. If the defendant shows the Superior Court any ground upon which
enforcement of a decree of any Superior Court of this State would be
stayed, the court shall stay enforcement of the foreign decree for an
appropriate period, upon requiring the same security for satisfaction of
the decree which is required in this State.

6. Fees. Any person filing a foreign decree shall pay to the
clerk of court the applicable fee. Fees for docketing, transcription or
other enforecement proceedings shall be as provided for decreas of the
Superior Court. ,
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443333, Report and tax of independently procured coverages ¢ty
Every insured who in this state procures or causes to be procured or
continues or renews insurance in an unauthorized foreign insurer, or
any self-ingsurer who in this state so procures or continues excess loss,
catastrophe or other insurance, upon a subject of insurance resident,
located or to be performed within this state, other than insurance
procured through a surplus line broker pursuant to the surplus lme law
of this stale or exempted from tax pursuant to seetion 41
within thirty (30) days after the date such insurance was so procured
continued or renewed file a written report of the same with the commis-
gioner on forms designated by the commissioner and furnished to the
insured upon request. The report shall show the name and address of
the insured or insureds, name and address of the insurer, the subject
of the insurance, a general description of the coverage, the amount of
premium currently charged therefor, and such additional pertinent
information as the commissioner reasonably requests. If the insurance
covers also a subject of insurance resident, located or to be performed
outside this state a proper pro rata portion of the entire premium pay-
able for all such insurance shall be allocated to this state for the purposes
of this section.

(2) Any insurance in an unauthorized insurer procured through
negotiations or an application in whole or in part occurring or made
within or from within this state, or for which premiums in whole or in
part are remitted directly or indirectly from within this state, shall
be deemed to be insurance procured or continued or renewed in this
state within the intent of subsection (1) above.

(3) For the general support of the government of this state there
is levied upon the insured with respect to the obligation, chose in action,
or right represented by such insurance, a tax at the rate of three per-
cent (89%) of the gross amount of the premium charged for the insur-
ance, Within thirty (30) days after the insurance was so procured,
continued or renewed, and coincidentally with the filing with the com-
missioner of the report provided for in subsection (1) above, the in-
sured shall pay the amount of the tax to the commissioner,

(4) The tax imposed hereunder if delinquent shall bear interest at
the rate of six percent (6%) per annum, compounded annually.

(56) The tax shall be collectible from the insured by civil action
brought by the commissioner, or by distraint.

(6) The commissioner shall promptly deposit all taxes and interest
collected under this section with the state freasur erwt of the

stabexs general fund.
(7) __This section does not abrogate or modify any provision of

---géctiong 43201 (representing or aiding unauthorized insurer pro-

hibited), 41-1202 (representing or aiding unauthorized insurer pro-
hibited—penalty), or 41-1203 (suits by unauthorized insurer prohibited).
(8) This section does not apply as to life or disability insurances.

.. [1961, ch. 330. § 277, p. 645.7 _




UNAUTHORIZED INSURERS AND SURPLUS LINES 41-1234

41-1233. Report and tax of independently procured coverages.—(1)
Every insured who in this state procures or causes to be procured or
continues or renews insurance in an unauthorized foreigm insurer, or
any self-insurer who in this state so procures or continues excess loss,
catastrophe or other insurance, upon a subject of insurance resident,
located or to be performed within this state, other than insurance
procured through a surplus line broker pursuant to the surplus line law
of this state or exempted from tax pursuant to section 41-1212, shall
within thirty (30) days after the date such insurance was so procured,
continued or renewed file a written report of the same with the commis-
gioner on forms designated by the commissioner and furnished to the

insured upon request. The report shall show the name and address of .

the insured or insureds, name and address of the insurer, the subject
of the insurance, a general description of the coverage, the amount of
premium currently charged therefor, and such additional pertinent
information as the commissioner reasonably requests. If the insurance
covers also a subject of insurance resident, located or to be performed
outside this state a proper pro rata portion of the entire premium pay-
able for all such insurance shall be allocated to this state for the purposes
of this section.

(2) Any insurance in an unauthorized insurer procured through
negotiations or an application in whole or in part occurring or made
within or from within this state, or for which premiums in whole or in
part are remitted directly or indirectly from within this state, shall
be deemed to be insurance procured or continued or renewed in this
state within the intent of subsection (1) above.

(3) For the general support of the government of this state there
is levied upon the insured with respect to the obligation, chose in action,
or right represented by such insurance, a tax at the rate of three per-
cent (3%) of the gross amount of the premium charged for the insur-
ance. Within thirty (30) days after the insurance was so procured,
continued or renewed, and coincidentally with the filing with the com-
missioner of the report provided for in subsection (1) above, the in-
sured shall pay the amount of the tax to the commissioner.

(4) The tax imposed hereunder if delinquent shall bear interest at
the rate of six percent (6%) per annum, compounded annually.

(56) The tax shall be collectible from the insured by civil action
brought by the commissioner, or by distraint.

(6) The commissioner shall promptly deposit all taxes and interest
collected under this section with the state treasurer to the credit of the
state’s general fund.

(7) This section does not abrogate or modify any provision of
sections 41-1201 (representing or aiding unauthorized insurer pto-
hibited), 41-1202 (representing or aiding unauthorized insurer pro-
hibited—penalty), or 41-1203 (suits by unauthorized insurer prohibited).

(8) This section does not apply as to life or disability insurances.
..11961, ch. 330, § 277. p. 645.1 _ .
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3. Except, that in lieu of payment of examination expense as above
pxayidrd required, a domestic insurer shall have the right, at its option,
of making an annual payment to the commissioner of an examination expense N
allotment in an amount equal to .00033%7 of its total admitted assets as
of the end of the preceding calendar year, and which payment shall be made
on March 1 with the filing of the insurer's annual statement with the
commissioner; or, if the insurer' admitted assets exceed $10,000,000, the
insurer shall have the right, at its/Option, to pay to the commissioner
with respect to any examination the lesser of:

&. The expense of the examination as determined pursuant to subsections
1 a#x and 2 above; or

B. An amount equal to x888x .001% of the first $10,000,000 of the
insurer's admitted assets plus .0001% of the remainder of such assets, as such
assets are shown by the insurer's financial statement filed with the commissioner
for the year~-end next preceding the commencement of the examination.



except that a domestic insurer shall have the option of

o

making an annual payment each year in lieu of such éxpenaeaoz(k}
in an amount equal to .00033 of its total admitted assets

at the end of the preceding calendar year which amount

shall be paid on March lst with the filing of the annual

statement, or; if an insurer having more than Ten Hillion'

/A N D ptoant

Dollars of such total assets, of paying as

levied but not in excess of ,001 of the first Ten Million

———

Dollars of such assets plus .0001 of the balance of such

t5tal admitted assets, whichever is the lesser. ﬁ?
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DOMESTIC MUTUAL INSURERS

Further grandfath2r rights as to amount of surplus required for transact-
ion of additional kinds of insurance.

To section 410, page 35, at line 4 add this additional sentence:

"Except, that a domestic mutual insurer formed prior tec January 1,

1968, and while possessing surplus of not less than $200,000*,may

be authorized to transact such additional kinds of insurance as

were then authorized by its charter; subject, however, to the same
minimum required basic surplus amount as is applicable as to foreign
mutual insurers under subsection 1, above, if the insurer is to
transact life insurance kmmyg together with any one or more of property,
casualty, surety, or marine & transportation insurances."

*This amount is arbitrary. The amount should be large enough to sustain
the broad insuring powers, and is subject to further consideration by
those concerned and by the Commission. :

R.D.W.
12~16-68



, or all of the stock of s proposed parent corporation of the insurer

3. Any such combination stock and mutual insurer referred to in sub-
section 1 above must have and maintain separate paid-in capital stock and basic
and other surplys funds, as would be required under this Title of separate
domestic stock and mutual insurers transacting the same kind or kinds of

insurance.
in respective amounts

3. Any such combination stock and mutual insurer referred to in sub-
section 1 above must have and maintain separate paid-in capital stock and
basic and other surplus funds, msxwmr in respective amounts as would be
required under this Title of separate domestic stock and mutual insurers /
transacting the same kind or kings of insurance. A /

6. Loans authorized under this section may be made by domestic
insurers as well as by other persons; but such a loan shall not con-
gstitute an asset in any determination of the financial condition of the

lending insurer.
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which shall contain the following general conditions and stipulations:

“ Concealment, This entire policy shall be void if, whether
fraud. before or after a loss, the insured haswill-
fully concealed or misrepresented any ma-

terial fact or circumstance concerning this insurance or the sub-
ject thereof, or the interest of the insured therein, or in case of
any fraud or false swearing by the insured relating thereto.

Uninsurable This policy shall not cover accounts, bills,
and excepted currency, deeds, evidencesof debt, money
property. or securites; nor, unless specifically,
named hereon in writing, bullion or manu-
scripts.
Perils not This Company shall not be liable for loss by
included. fire or other perils insured against in this

policy caused, directly or indirectly by:
(a) enemy attackby armed forces, including action taken by mili-
tary, naval or air forces inresistinganactual or an immediately
impending enemy attack;(b) invasion; (¢)insurrection; (d)rebel-
lion; (e) revolution; (f) civil war; (g) usurped power; (h) order

R o



of any civil authority except acts of destruction at the time of
and for the purpose of preventing the spread of fire, provided
that such fire did not originate from any of the perils excluded
by this policy; (i) neglect of the insured to use all reasonable
means to save and preserve the property at and after a loss, or
when the property is endangered by fire inneighboring premises;
(j) nor shall this Company be liable for loss by theft.

Other Insurance. Other insurance may be prohibited or the
ﬁmount of insurance may be limited by endorsement attached
ereto.

Conditions suspending or restricting insurance. Unless oth-
erwise provided in writing added hereto this Company shall not
be liable for loss occurring

(a) while the hazard is increased by any means within the con-
trol or knowledge of the insured; or

(b) while a described building, whether intended for occupancy
by owner or tenant, is vacant or unoccupied beyond a period of
sixty consecutive days; or

(c) asa result of explosionorriot, unlessfire ensue, and in that
event for loss by fire only.

Other perils Any other peril to be insured against or
or subjects. subject of insurance to be covered in this
policy shall be by endorsement in writing

hereon or added hereto.

Added provisions. The extent of the application of insur-
ance under this policy and of the contributionto be made by this
Company in case of loss, and any other provision or agreement
not inconsistent with the Erovisions of this policy, may be pro-
vided for in writing added hereto, butnoprovision may be waiv-
ed exceptsuch asby the termsofthis policy is subject to change.

Waiver No permission affecting this insurance

provisions. shall exist, or waiver of any provision be
valid, unless granted hereinor expressed inwriting added hereto.
No provision, stipulation or forfeiture shall be he?d to be waived
by any requirement or proceeding on the part of this Company
relating to appraisal or to any examination provided for herein.

Cancellation This policy shall be cancelled at any time
of policy. at the requestoftheinsured, in which case
this Company shall, upon demand and surrender of this policy,
refund the excess of paid premium above the customary short
rates for the expired time. This policymay be cancelled at any
time by this Company by giving to theinsured a ten days’ writ-
ten notice of cancellation with or without tender of the excess
of paid premium above the pro rata premium for the expired
time, which excess, if nottendered, shall berefunded on demand.
Notice of cancellation shall state that said excess premium (if
not tendered) will be refunded on demand. '



Mortgagee If losshereunderismade payable, in whole

interests and or in part, to a designated mortgagee not

obligations. named herein astheinsured, such interest
in this policy may be cancelled by giving to such mortgagee a
ten days’ written notice of cancellation.

If the insured fails to render proof of loss such mortgagee, upon
notice, shall render proofoflossinthe form herein specified with-
in sixty (60) days thereafter and shall be subject to the provi-
sions hereof relating to appraisal and time of) payment and of
bringing suit. If this Company shall claim that no liability ex-
isted as to the mortgagor orowner, itshall, to the extent of pay-
ment of loss to the mortgagee, be subrogated to all the mort-
gagee’s rights of recovery, but without impairing mortgagee’s
right to sue; or it may pay offthe mortgage debt and require an
assignment thereof and of the mortgage. Other provisions relat-
ing to the interests and obligations of such mortgagee may be
added hereto by agreement in writing.

Pro rata This Company shall not be liable for a
liability. greater proportion of anl}; loss than the
amount hereby insured shall bear to the

whole insurance covering the property against the perilinvolved,
whether collectible or not.

Requirements The insured shall give immediate written
in case loss notice to this Company of any loss, protect
occurs. the property from further damage, forth-

with separate the damaged and undamaged personal property,
put it in the best possible order, furnish a complete inventory of
the destroyed, damaged and undamaged property, showing in
detail quantities, costs, actual cash value and amount of loss
claimed; and within sixty days after the loss, unless such time is
extended in writing by this Company, the insured shall render to
this Company a proofofloss, signed and sworn to by the insured,
stating the knowledge and belief of the insured as to the follow-
ing: 'The time and origin of the loss, the interest of the insured
and of all others in the property, the actual cash value of each
item thereof and the amount of loss thereto, all encumbrances
thereon, all other contracts of insurance, wheéther valid or not,
covering any of said property, any changes in the title, use, oc-
cupation, location, possession or exposures of said property since
the issuing of this policy, by whom and for what purpose any
building herein described and the several parts thereof were
occupied at the time of loss and whether or not it then stood on
leased ground, and shall furnish a copyofall the descriptions and
schedules in all policies and, ifrequired, verified plans and speci-
fications of any building, fixtures or machinery destroyed or
damaged. The insured, as often asmaybe reasonably required,
shall exhibit to any person designated by this Company all that
remains of any property herein described, and submit to examin-
ations under oath gy any person named by this Company, and
subscribe the same; and, asoftenasmaybe reasonablY required,
shall produce for examination all books of account, bills, invoices

~He——



2. The insurer may use an endorsement :
mxukke printed policy forms used in other states in order,

ary, to brihg the terms

and other vouchers, or certified copiesthereofiforiginais be lost,
at such reasonable time and place as maybe designated by this
Company or its representative, and shall permit extracts and
copies thereof to be made.

Appraisal. In case the insured and this Company shall
fail to agree as to the actual cash value or the amount of
loss, then, on the written demand of either, each shall select a
competent and disinterested appraiser and notify the other of
the appraiser selected within twenty days of such demand. The
appraisers shall first select a competent and disinterested um-
pire; and failing for fiteeen daysto agree upon such umpire, then,
on request of the insured or this Company, such umpire shall be
selected by a judge of a court of record in the state in which
the property covered is located. The appraisers shall then ap-
praise the loss, stating separately actual cash value and loss to
each item; and, failing to agree, shall submit their differences,
only, to the umpire. An award in writing, so itemized, of any
two when filed with this Company shall determine the amount
of actual cash value and loss. Each appraiser shall be paid by
the i)arty selecting him and the expensesof appraisal and umpire

shall be paid by the parties equally.
Company’s It shall be optional with this Company to
options. take all, or any part, of the property at the

agreed or appraised value, and alsotore-
pair, rebuild or replace the property destroyed or damaged with
other of like kind and quality within areasonable time, on giving
notice of its intention so to do within thirty days after the receipt
of the proof of loss herein required.

Abandonment. There canbe noabandonment to this Com-
pany of any property.

When loss The amount ofloss for which this Company

payable. may be liable shall be payable sixty days

after proof of loss, as herein provided, is received by this Com-
pany and ascertainment of the loss ismade either by agreement
between the insured and this Company expressed inwriting or b

the filing with this Company of an award as herein provided.

Suit. No suit or action on this policy for the re-
covery of any claim shall be sustainable in any court of law or
equity unless all the requirements of this policy shall have been

complied with, and unless commenced within - snext
after inception of the loss.
it

Subrogation. This Company may require from the in-
sured an assignment of all right of recovery against any party
for loss to the extent that payment therefor is made by this
Company.

—

TN WITNESS WHEREOF,-this-Company lrasexecu and
tested these fits; but this policy shall not be valid unléss
u igried by the duly authorized Agen i t

3 efore mientioned.

He—— =5

or rider attached to its
where necess-

of such form into compliance with the above

mxiwuswiksy provisions.
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DOMESTIC MUTUAL INSURERS

Further grandfathar rights as to amount of surplus required for transact-
ion of additional kinds of insurance.

To section 410, page 35, at line 4 add this additional sentence:

"Exeapt, that a domastic mutual insurer formad prior to Januaxy 1,

1968, and while possessing surplus of not less than $200,OOO*755§V_—¥
be authorized to transactfsweh’additional kinds of insurance /]
woresen authorized by its charter; subject, however, to the same
minimum required ba lus amount as is applicable as to foreign
mutual insurers und%%izggip Ztion 1, above, if the insurer is to
transact life insurance kmeg together with any one or more of property,
casualty, surety, or marine & transportation insurances."

*This amount is arbitrary. The amount should be large enough to sustain -
the broad insuring powers, and is subject to further consideration by
those concerned and by the Commission.

R'D oWo
12~-16-68
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~URsLioTized
"Insurers-
Page LG5
~w §2113. Reciproval judfihent..
Add the fallowing.recipracal.-judgment-provisions-to-Ghapter..2l, .

as Section=2i3=s

'"§2113. Reciprocal judgment

Theﬁ-ttorney@neral upon request of the commissioner may proceed
in the courts of this state or any reciprocal state or in any federal

court or agency to enforce an order or decision in any court proceeding

or in any administrative proceeding before the commissioner, of
insuranee.

1. Definitiony- In this sectionr™@

A, "Reciprocal state' means any state cx-territcry-oi-the~United
Séabes the laws of which contain procedures substantially similar to those
specified in this ection for the enforcement of decrees or orders in
equity issued by courts located in other states,crterritories—ofthe-

! United-States, against insurers incorporated or authorized to do business

ausch

in Sadd-state ocx-terpiteryy,

B. "Foreign decree' means any decree or order in equity of a court
located in a "reciprocal state', including a court of the United States

CQ located therein, against a ""domestic insurer" obtained by a '"qualified party'.
N

LIAA/ALC



C. ‘'"Domestic insurer' means any insurer incorporated or authorized
to do business in this ,gtate.

D. "Qualified party" means a state regulatory agency acting in its
capacity to enforce the insurance laws of ifs state.

2. List of &eciprocal Btates./a’/fhe msuramee commissioner ef-this

state shall determine which states emd—tessttorses qualify as reciprocal

states and shall maintain at all times an up-to-date list of such states.

3. Filing and Status of Kkoreign Hecreesr7A copy of any foreign decree
authenticated in accordance with the act of Congress or the statutes of this
f . e ————
gtate may be filed in the office of the lerk of any fimsextpraoper cous)
cowet of this State. The/(flerk, upon verifying with the imsuranee—

commissioner that the decree or order qualifies as a '""foreign decree'

shall treat the foreign decree in the same manner as a decree of 2 Hasert

(ool '
/%e—e‘dgt& cowat of this gtate. A foreign decree so filed has the same

effect and shall be deemed as a decree of a Ens¥Trtproper—eourscourt of
this state, and is subject to the same procedures, defenses and proceedings
W CM

for reopening, vacating, or staying as a decree of a )

coudt of this state and may be enforced or satisfied in like manner.

4. Notice of $ilingr™?
A, At the time of the filing of the foreign decree, the Attorney General

shall make and file with the /G/lerk of the/_(;/ourt an affidavit setting forth the

e
4

/ e
name and last known post cffice address of the defendent.

B. Promptly upon the filing of the foreign decree and the affidavit, the

/@{erk shall mail notice of the filing of the foreign decree to the defendant
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at the address given/and to the imrsureamrce commissioner}oi-—&ri*:‘étzte and
shall make a note of the mailing in the docket. In addition, the Attorney
General may mail a notice of the filing of the foreign decree to the
defendant and to the Faswuramce ,Glommis sioner ef—this-—stake and may file
proof of mailing with the Z/lerk, Lack of mailing notice offiling by the
(Z{erk shall not affect the enforcement proceedings if proof of mailing
by the Atitorney General has been filed.

C. No execution or other process for enforcement of a foreign

decree filed hereunder shall issue until 30 days after the date the decree

is filed.

5. Stay./?/-

A, If the defendant shows the gmeert-proper——courti—ceount that an

appeal from the foreign decree is pending or will be taken, or that a
stay of execution has been granted, the court shall stay enforcement of the
foreign decree until the appeal is concluded, the time for appeal expires,
or the stay of execution expires or is vacated, upon proof that the
defendant has furnished the security for the satisfaction of the decree
required by the state in which‘ it was rendered.

B. If the defendant shows the (mwm any ground

Deaiion

upon which enforcement of a decree of any (dmscrt proper—eourticourt of

this State would be stayed, the court shall stay enforcement of the
foreign decree for an appropriate period, upon requiring the same

security for satisfaction of the decree which is required in this gtate.



6. Fees/ir‘/y' percon filing a foreign decree skall pay to the Clerk

of Cour . Fees for docketing, trans-
cription or other enforcement proceedings shall be as provided for
Z A (E
’ M 7 7 - H'-(_\
decrees of the (= A 4 court.
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those for taxes, when the amounts involved sugg€st that their purpose

is, penal in nature. The amoqunt of $2, 008 expressed in §2111 (page 194)

seems to be clearly penal in nat

ions, taken from the NAIQ

Therefore, unless the

ggested provi

Mdde 1 Unauthori,zmdlérersﬁtatute adopted at™their meeting in

Lojs W@t week, are included in the Proposed Mai:nKCode,
extraterritorial effect probably would not be given to the judgme

obteined by the commaissioner,




