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Insurance 

Attorney General 

Inv~stment of Associ~t_ed Hospital Service J'Unds in Guaranty Capital 
of a New Domestic Mutua_l Insurance Company · 

PACTS: 

'l'h~ Associated l:lospital S,ervice of Maine desires to invest 
a portion of.its reserve funds in the gua~anty capital of a new 
domestic mutual insurance- c;ompany. The:·•purposes of the new 
domestic mutual insurance company will be limited to the writing· 
of accident and health inaurance solely fer sub~cribers of 
nonprof~t hospital organizations and medical service organizations 
regulated by 24 M.R.S.A., Chapter 19. ·It is assumed that the 
Board of Directors of the Associated Hospital Service of Maine 
consider the investment of the Associated Hospital Service funds 
in the guaranty capital of the new dom••tic mutual insurance company 
to be a sound prudent investment. 

Q'OESTI~·: 

Would such an investment be in violation of 24 M.R.s.A., § 2308? 

ANSWER: 

No, as qualified by this opinion. 

OPINION: 

24 M.R.S.A., ~ 2308, restric~s the investment of nonprofit 
hospital or·medical service organizations• fund■ in the same manner 
as savings banks in· this state. The section reads as follows: 

"Any corporation subject to this chapter shall be 
restricted in its investments in the same manner as are 
savings banks in this State. 11 

• 

A thorough examination of 9 M.R.S.A., Chapter Sl as amended, 
(the Chapter of the Maine Revised Statutes Annotated regulating 
investments.of savings banks) reveals no provision specifically 
relating to inv•stments in guaranty funds of domestic mutual 
insurance companies. Without a specific provision in which this 
fom of .an investment i~ classified, the directors of Associated 
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llOapital service of Maine must look to 9 M.R.S.A., ~ 6l0 as amended 
by the 1965 Public. Laws of Maine, Chapter 334, ~ 12, if an inveat
oent in the guaranty funds of a domestic mutual insurance company 
is to be permitted. The section reads as follows: 

"Savings banks may hereafter invest: In such 
other securities aa the trustees of a bank may 
consider.to be sound prudent investments. 

"Not more than 10% of the deposits of a bank 
shall be invested in· securities· within the coverage 
of this section. " 

The Directors of the Associated Hospital Service of Maine hold 
similar poaitiqna of re■pon■ibility to Trustee■ of a savings bank 
and under thia statute are the persona who determine whether or 
not an inveaQent is -a sound prudent investment. - The facts assume 
that the contemplated guaranty -fund · _investment is a sound prudent 
investment in the judgment of the Directors of ·the Associated Bos
pi1:,al service of Maine. · Thi• opinion shall, in no way, be construed 
aa a judgment by the Attomey General's Department, the Insurance 
Department, or any other department of the State of Maine, on 
whether·or not sound prudence- would be exercised ')ly such an inveat
mtn:t. 

The 10% limit on investments sat forth in 9 M.R.S.A., ~ 610, 
aa amended, refers to deposits of savings banks. Accounting terma 
in balance aheets of savings banks and nonprofit hospital and medical 
corpo·r~tiona cannot be . superimposed upon each other because of the 
differing functions and financial structures of savings banks and 
nonprofit hospital and medical corporations. Reserves of a nonprofit 
hospital and medical corporation a·re ava'ilable., inter alia, to .. meet 
loss· claiJIIS of subscribers. Deposits of a savings bank are avail
able• inter alia, to meet withdrawals of depositors, i.e., claims 
of ~epoaitora. we analogize reaerves of a -nonprofit hospital and 
medical ·corporation to deposits of a savings bank recognizing that 
there are differences in the functions of deposits and reserves. 

In determining whether or not the 10% limit of 9 M.R.S.~. ~ 610, 
as amended, has been complied with, the Insurance Commissioner should 
sati&ff himself that the contemplated investment does not exceed 
107' of the reserves of a nonprofit hospital and medical corporation. 

Por the reasons set forth herein, it is our opinion that the 
cont•plated investment does not violate 24 M.R.S.A. ~ 2308, if the 
contemplated investment does not exceed 10% of the. reserve funds of 
the Associated Sospital service of Maine. 

JSM:H 
Jerome s. Matus 

Assis·tant Attornev General 


