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114th MAINE LEGISLA TU E 

SECOND REGULAR SESSION .. 1990 

Legislative Document No. 2203 

H.P. 1591 House of Representatives, January 18, 1990 

Reported by Representative RYDELL from the Joint Standing Committee on 
Banking and Insurance. 

Reference to the Joint Standing Committee on Banking and Insurance suggested 
and printing ordered under Joint Rule 19. 

?d(?~ 
EDWIN H. PERT, Clerk 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND NINETY 

An Act to Create a State Insurance Fund. 



Be it emndedl by the Peopne of the State of Maine as follows: 
2 

Sec. I. 24-A MRS A §401, as enacted by PL 1969, c. 132, §l, is 
4 ~nended to read: 

6 §40l. "Mutual" insurer defined 

8 A "mutual" insurer is an incorporated insurer without 
permanent capital stock, and the governing body of which is 

10 elected by its policyholders or those policyholders specified in 
its charter, or by any reasonable combination of its 

12 policyholders, guaranty fund stockholders, or guaranty fund 
certificate holders, or by other reasonable method. The Mable 

14 .s.!;,..ate I!lGJ,l.ra.n~!LJ:.lllld created in Tit,.le 39, chapter 7, is deemed to 
be a "mutual" insurer when organized under this Title. 

16 
Sec. 2. 39 MlRSA §2, sub-§7, as amended by PL 1977, c. 696, 

18 §395, is further ~nended to read: 

20 

22 

24 

26 

28 

30 

32 

34 

7. Workers' compensation insurance policy. "Workers' 
compensation insurance policy" sllall-fII-B-a-fl means a policy in suell 
.9, form as the ±nSHFanee Superintendent of Insurance approves, 
issued by any stock or mutual casualty insurance company or 
association that may now or hereafter be authorized to do 
business in this State or is.9 ued by the M.9...in,e State Insl,lrgItCe 
I.l,lJl-Q, which in substance and effect guarantees the payment of the 
compensation, medical benefits and expenses of burial provided 
for, in SHell an installment, at SHell .9, time or times, and to SHell 
.9, person or persons and Hf/en--6-u€-£ on conditions as in this Act 
provided. Whenever a copy of a policy is filed, SHell .tVe copy 
certified by the ±nSHFanee Superintendent sllall-be QL....!Jlsurance 
..!.§. admissible as evidence in any legal proceeding wlleFea,n when 
the original would be admissible. 

Sec. 3. 39 MRSA §2, suD>-§8, as amended by PL 1977, c. 696, 
36 §396, is further ~nended t'o reall: 

38 8. Insurance company. "Insurance company" sllall-mean !1IJ~J~JlS 

any casualty insurance company or association authorized to do 
40 business in this State, includi~g-.the Maine Sta,t.!'! Insurance Fund, 

which may issue policies conforming to subsection 7. Whenever in 
42 this Act relating to procedure the words "insurance company" are 

used they sllall apply only to cases in which the employer has 
44 secured the payment of compensation and other benefits by 

insuring SHell papnent under an A workers' compensation insurance 
46 policy, instead of furnishing satisfactory proof of lla,s the 

~IlJPJ,'pyer ' §. ability to pay compensation and benefits EUFeel: 
48 directly to lla,s the employer's employees. 

50 We 11 insurance carrier sllall-be is not qualified to issue an .9, 

workers' compensation insurance policy covering any employees 
52 working in this State unless it has and continuously maintains an 
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employee or claims agent within this State empowered to 
jnvestigate claims arising under this chapter; sign agreement.s 
for the payment of compensation as provided by this chapter; and 
issue drafts or checks in payment of obligations arising under 
this chapter in amounts of at least $1,000. 

Sec. 4. 39 MRSA c. 7 is enacted to read: 

CHAPTER 7 

MAINE STATE INSURl\NCE FUND 

§251. Definitions 

1\f3 used in thJ_lL-.QJJ,fI...Q.t~_r, un).S!~.he cont.~1t.L.....Q.therwise 
16 indicates, the following terms have the following meanings . 

18 

20 

. ;J, .. __ IJ.Q.a!J~t. __ '.:l;!.oaI.q..'.~._I!leans the Board of Directors of the 
Maine State Insurance Fund. 

2. Ftmd. "FUI~d" means the Maine State Insurance Fund 
22 created in section 252. 

24 

26 

28 

~.QJl_;;t..ger. "Manager" means the Manager of the Maine State 
Insurance Fund. 

§252. Creation; purpose; organization of fund 

1. Fund G.!:.~fl.tgq. __ TJ.!..ELt-tcll.n.!Ll?.tAte Insurance Fund i!?_s_rg.fl.J;;~g 

30 p~a_ nO!!Q£.9_fi.t independen!;:.--l!ublic corp..9ration. The fund must be 
organized as a domestic mutual insurance company under Title 24-A. 

32 
~ • __ Purp.R~.~_. The fund is established fqr t.P..L..P.urpose of 

34 -PNy).dj,.!!9 workers' compensation insurance to emplo""yers of this 
l?tp_tsL. . .-9.t the-.l.oJ:Le_G...t._'p-o.1LG..i.Ql.EL-£9_!?~I!.d wi th tl]..§Ll.tj.g.bJ~_!?t levtl.._Q.£ 

36 .!?_e.;r_yl.Q~consisteAL.lii.t]1 reasQnable actuarial principles and the 
financial integrity of the fund. 

38 
.1. __ B_QA~.it. __ T1Le bOa.!:..!) shall c9_nsist of 7 melJlbe.£!3. II! 

40 J3.c1!=l,i.J;j,p..P.f--.tlle Commissioner of Labor and the manager shall be ex 
officio members. 

42 

44 

46 

48 

50 

A. The ini tj..p.l board shall be \ill.J?Qinted mt __ .t.he GovS!..rnQ.r ang 
.!?JJ,all consist of 7 me..rnP.e..,r.s-pnd the CommiG..sione.r of Labor. 
The Governor sha.lL-.in.i.tiall'y'-'-cu>point~n~Em1.Qer for a 
ppe-year term, 2 memb.e.J;:s for 2-year terms, 2 membe.rs for 
3-year terms anq 2 members for 4-year terms. After the 
terms of th_e iui tial board membe_rs expire, the Governpr 
.!?h..9.lLa,pp.Q.in.t_Q!l.S!~oarLme..mQer each year. The r~J!@j.J}.j.l!.9.-2 
board memuers shall be chosen by the fund's policyholders. 
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B. After the terms of the initial board members expire, 
each board mel))ber mu_st represent a policyholder and may be 
an employee of a policyholder. At least 2 board members 
must represent private, for-profit enterprises. One of the 
4 members appointed by the Governor must represent the 
State. No member of the board may represent or be an 
employee of an insurance company. 

c. Except;: as provide<;l __ for initial appoint,_Il)JUJ.J;.s, eaGP board 
ID.§l!Jlber shq,ll hold off.ice for a 4-year term or unt.i,L...l! 
J;_lJ_CCe_~lLor i~p-oint!,!d and @alified. A vacq,ncy is filled 
.LQr the rem_9-inder of the unexpired term in the same manner 
as the former board member was selected. 

IL~h~];H~9_:c.Q..._shaU an!1.lJ9 __ 1J,Y-_---lU§C t - a c!l-g,ir fXQ..!lJ_~Qp..q._H._§. 
!I!!;!mbers and any oth!,!r officers it ,considers necessary for 
the performance of its duties. 

E. Four Il)embers cop.§titute a quorum of the board. No 
business may-------be acted on without a quorum being preSeI).h ... 
All board decisions lJIust be made by majority vote of the 
board. The board shall set its own compensation, which may 
not exceed $50 per day and expenses. The board shall adopt 
In~laws and sh..q.J...L....Q_I1tJ~rll]i~t_he tl_me and pJ,j;l.ce of regular 
meetings and the method for calling special meetings. 

~~un~mpna.gement_ The board has exclusive management and 
28 control of the fund~ 

30 _5~<L~.I:s __ ~i!_du,t;:i_eQ._of_bJ~jiLJl. The board has full power, 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

52 

authority and jurisdiction over the fund. 

~h~Q9x<:L1I!QY---l?_erfoJ:!JI all ac-t§._pecessaa or cQP.v.e_ni_§.pJ;;. 
in the exercise of aI1Y--power, authority or jurisdiction over 
the_[und--<---.§j ther in the administration of the fund or in 
connection with the 'insurance business to be carried on by 
.it under this chapter, as fully and completely as th§. 
governing body of a private insurance carrier, to fulfill 
the purposes of this chapter. 

B. The board shall discharge its duties with the Cq~ 
§kill, prudence and diligence under the circumstances that a 
prudent director, actin~n a similar capacity and familiar 
li~~uch m~tters, would use in conducting a similar 
enterprise and purpose. 

c. Th~ boqrcL...mfl---Y---9-'pwint investJ:nent manag~tp---1!!..9,.n..~ 

.9!=!_9Jlir:e or dispose of any of L\le assets of the fund. An 
investment manager may be designated as an investment agent. 

D) An investment mg.n.£l.ger is any fiducj...9-..£Y,.....Qesign§..t.ed 
by the board to manage, acquire or dispose of the 
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a1?,2~-.h1L-..QL-.t.1!~_J,Un,9. Th,§1~U.Y!Ll?j:;me.Itt;, __ I!lQ;g,.gg~_r __ sha,ll 
acknowledge in writing that it is a fidufiary under the 
fund .... 

.UU __ 1:h§1_~Qjl._nL, !1LC!Y-QelJ;1gQj:;~ 1:JLjpve !:!J;!JLen \:;-PO..l'!.e~t;.Q 
investment m_an.Jl.gers of the flJ.nd. The purchase or sale 
pf an,Y---B,ecur:itJ"e.!:! __ :Qy-an investment manager must be in 
j;JJ~1J..QIILe..._Jiltlg~t.e.!L~_thLl;J09rd. The authori t~f an 
j.!).:ve§J:I!tenLJ]-"i..Djl,9~,r--.!;:_Q _PJ1.rc,has e 0 r se ;I.l_tJ].J;!---.ligJ~JH i,1:ie s 
JQ~he __ fu!!.cL,J]-'J);t be evidenced by written authority 
execut~d by the manager of the fund. 

JJ.~.h!L.J2.9_grd--'l@.~eJl.tm;: __ i!!t.~9Le.ement.lL2[i.\:;,~an 
i!1.'\[e.!:!j::!!1EUJ,t_.mapl'!.g~U:_1?J~ttin9-f9xt,h the inve.~ tme_I].,t -P_Qwe r,2 
ilJ].d limij::at:;..ions of the inves..!;:ment manager. The board 
shall reguis.e an investment man£ger to keep the board 
currenJ:ly informed of the nature and amount of the 
investments m,gJ~te __ :eor the f,und b-L-the inve!:!j;;menj;; 
man,Q9.e.J:,. An iI1'y,e...l;ttment manager is subject to the 
instructions of the board. 

9 .. __ M.,@'i;I,g~,L. __ T..hg_j~'.lJmL_i~_\!Pc1~the ac1milli&trJl.j::ive control 
of the manager aJ?pointed by the board under section 255. 

L.~J:..p.!m,.&JJjj~piLiJ:.y_,e~!!_l,udEul., The membe:r;:1L-Q.L...tbe bQgrd 
Qpc1 officers or employees of the fund are not liabl!L.l?ersonal;I.-Y-t
e H,:tu~u 0 i!l~~,eve =-r""a""I,-=,I'-JY~'L--",f,-,o,-,r,---",a""n;JyL--,=,d",e,..,b"-,t~-"o,-,r~-",o-",b",l",,i"-,:g:l-'a",-t""-=i-,=,o",n,--",c",,-r_=e,,,,a..,t,,-,e~d 
or incurred by the fund. 

§253. Power to insure 

.::!" •. ---.LI!.l?,U!:~W9r .l!;g :r~_·_c.P.ID.P~p-sa-':;i.O!LJiabi.!,i ty~I:H~_,f1Jpd m~ 
insure an employ-er only against liabilill-...for comp~nsation and 
benefits unQer this Title or under the federal Longshore and 
Harbor Workers' Compensation Act, 33 United States Code, Section 
~0_L_..L1927), a15 ameQdep_. __ 'T.,h.e--.LlJ.Dd shC!l...L..l.nsu£e_the StatJ;!~lLst!! 
gmployer ag!3-in!:!,Lit_~bili ty for compensation 
under this Title or l!pder the federal Longshore 
.\Yo.:r;:kers' Compensation Act, 33 United States Code, 
(1927), as amended. 

§254. General powers 

and benefits 
and Harbor 

Section 901 

J_~Q..W:~,LS. For the p.lJ.s.pose of exercisin~~speci.fic 

J2.9.WgLs----9 r an.t.ed in tIJi"-'s"----"c'-"h"'a"JPl:'-"'t,""e""-r_..Ja~,n~d~_'e""f"_f"'_"'e_=c'_'t'_'u"'a""t"_l=_. ",n':lgL-...:t!".,h~e_-,o"-,t!".,l,,,leE±.r 
purposes of this chapter, the fund may: 

A. Sue and be sued; 

B. Have a seal and alter it at will; 
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i:_~9-k~-,-----.9IIl!;tI.].~qI].~Xl'!'peal rules relating to the conduct of 
the business of the fund; 

P .• __ E!J.J;j;lr into cgI.].J~ . .r_agt~eJ,.p.ting_ to th~Q.rrlini..p...t.J.:.a,.t.i.R1L-Q:f 

the fund or claims against employers insured by the fund and 
for any other purpose consistent with this chapter; 

~_, __ Ite.!)..!: r_:te a_1L~L_~}JY-r_P-J,.!;! gg5!_<-f!lQ!: tgc;.g~L-§ l'!.lL .. p r9P-~r,-1-y-in 
.Lts own name and construct or repair buildings necessary to 
provide space for its operations: 

_F_. __ .Qecl9.~_giviQg!J..c1-----.W:l]..en th.~!L.l~I!. __ ~5;!_E!S.f'1_Qf--Il-.~§!;!t§. 
gy_er li;;Llli,!.it.ies and minimwn surplus requirements consistent 
with Title 24-A; 

G. P~m.§.Qical eJ{p!;!nses, rehabiJ,Lt.gt.:i,on"-_-,e,-,,x~IJ,.!3j;.!3-L 

£9.m.12.s~mLqtj_QIL.....c1ue-tlg..i!.l!.9-IlJ:s of insured employers, salaries 
and administrative and other expenses: 

H. Hire personnel and set salaries and compensation. The 
§i-Ate personnE!l laws do not apply to any of the employees of 
t_he fund or to t.he lliring of those employees. The State 
Employees Labor Relatjons Act, Title 26, chapter 9-B, does 
not apply to the fund and its employees; 

1. Issue guara~t¥--t}Jn~~rtLticates, sur,-plus not~~ 
debentures payable out of surplus, borrow money and-Agree to 
££i.Y any rate of return with respect to an-Y--9uaraI.].ty fund 
certificate, surplus note, debenture or other instrument, 
cal<;;JJlat!;~in any manner, and on such other terms as the 
board approves; and 

J. P§.rform all o.tlll'!r functions and exercise all other 
powers of a domestic mutual insurance company. 

36 .§255. Mangger 

38 .!._" _ApPQjnPn~!!-I:...L.qllaJ;ltications. The board shall appoint a 
manager of the fund to be in charge of the day-to-d~eration 

40 of the fund. The manager must have proven successful experience 
.Q§._g~.1!:ecg..t;ive Q.LJ;;.h~generaJ,_lJIaI}Qg~JIIent level.. T):lJL_mangg~r is 

42 entitJ.ed to compensation as set by the board and shall serve at 
the will of the board. 

44 
~.Qnd. Befor!L_lgL~JJ!lJJ.ng_t.b-iL_£h!.ties of th~of:(i.G.€!---L--!Jl~ 

46 mP.~~er must qUplify by giving an official bond in an amount and 
with sureties approved by the board. The manager shall file the 

48 bonQ with the Secretary of State. The fund shall pay the premiwn 
for the bond from the account established in section 257. 

50 
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~6 • Manager' s powers 

s..!!!;>j_~_c;:J;.~the qlJ"t!wr iJ:y_"QJ~:~"he boarQ~n.JLJ;.lLe----P",Lovis,i,ollJL"Q_f 
this~~lapter, the manager has the powers and duties prescribed in 
this section~' 

.1,. Safety in.S-I!~tctiQI!,§; loss cQ;Qtr,,91 services~ The mall.q9_er 
§J~all have safety ~ns.l?ections of risks made and advisory services 
,,~9.Afety and health measur~s furnished' to employers to the 
ma]:(,ill)WL.ex.tent possible, consistent with the financial integrity 
of the fund. 

~~i.f~Jn,p;:_s",g'!!l~nj::_.Q,L1!m,.q,§. The manag"er may act for the flUId 
in collectin9-and dis):mq;;j,,};!9-_lllpney necessary to administer the 
fund and conduct the business of the fund. 

_~". Ab,st,ra~t._SJ!!!!IJI~:rY.. The manager shall have an abstract 
summary of any audit or survey conducted. 

1-" __ ~!:t,i.;g.~-,g:_@.~~_. __ 'J'hJL"JJHUlag"fLL.J]1~~ins\!re all or part of 
AllY risk and may enter i:r;!J;:~.r"eements of reinsurance in the same 
way and to the same extent as other insurance carriers. 

5. GEm~raL~.l!!:b"9.Lity,,. The manQger may perform all qj:!ts 
!U~"celi.r;;ary in the exercise o~ any power, authori~--iJrrisdiction 

over l;)le fund, ~itheL-in the administration of the fund or in 
g9nD,g,{:;j;.,.iq~iJ:;h the iI!.surc;mce business to be Car"Lied on by the 
£ll!!.d under this chapter, including the establishment of premium 
rates. 

§257. Account 

1-,,~t.~te_Coll!Jmns<!ti.Q;g,--1l<;:!:!ount. There is created and 
§.1:Ltap,:i, Lsped U.ltq~~"tl~1l.rJ§J;ii.~tJ911_aIl,d con tr9J,_.Q:f~h~und--.A 
revolving account known as the "State Compensation Account." The 
aC.1;,punt may J}~P-.Q§.§,.!_·_'J'J,lL_ID_qnager shall deliver an mon.~ 
collected or received under this chapter to the account. The 
money in the account mpy-pe used by the fund in carrying out its 
purposes under this chapter. 

2 • PrQl!.g":r"tY._:(W1~.!!. __ l~,,JLP.Ll;lm ~ ums and 0 therl1)on§Y-J?A,i.Jl_J:"CL.t.b.§. 
1.\Ln.~1.LJll:gperty anr,1 securi ties acquired through the use of 
IDpney belongin~t~"Qe ___ LlJn9, and all interest and dividends 
~arned on money belonging to the fund and deposited or invested 
by the t:.!!nd are the sple property of the fund and are used 
§xclusiyely for the op!'lration and obligations of the fund. The 
mQ.D~:f_th§ fund_is not s tate money. The, property' of the fund 
is not state property. 

~JS'_<L-~.!:&.te <!'pP~,9.Pxiati.o~I...l}JLJ uillL..1:!l<;iY----D.Q.L..J;:,eJ;;gi ve any 
state appropriation at any time 'other than for the purpose of 
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2 
i.nj...tJ.a~QpitaJ,izatiop, and initial administrative expenses, as 
provided in section 261. 

4 1;.-----!.~vest;m~mt of_ .. m.Q.p.~'y. in fund. The Qoard may invest money 
1.!1 the State Compensat.ion AccQunt in investments permitted by law 

6 ..t.pr a' mutual. insurance cOIl).J1.any. When selecti.lliL-inves1;;!!LE;Lnt1?, the 
p.Limary goal of t.!LELlloard shall be the financial integr i ty of the. 

8 Jund, but_wh~J). inYE;L1?J;:ments of otherwise eql!~I!.fl..J.~exi~.h§. 
board shall'! give preference to any investment that would provide 

10 a direct benefit to the people of this State. 

12 §Z58. Application of state laws 

14 

16 

18 

20 

22 

24 

26 

28 

30 

The :t.und is nQL-c.Qn.~Li.gere.d a state agency or other 
in~~rumentality of the State for any pu~pose. The fund is 
Ji.~lQJect to all state laws governiI!9-.QL-.QPclrin9 .. ~~i.ypJ;g 
mu_t.ual in@.ranG..~ company, includi.ng". but not limj.t.e.d to, ~itl.e. 

24-A, chapters 5 to 17. The insurance operations of the fund are 
.§.@ject to all those provisi<;>ns of Title 24-A and of this Title 
.QJ?ruicable to a--12rivate insurance cOIDpany that writes workers' 
s;.'oJTIp-ensat,ion inS.llLanc_e..J-i:m:_:),!l.ding, but not limi te.L.to, Title 
£1-A.~.h..cw..t_er 25, subchapter II-A. The S1.!perintendent of 
.!nsurq..nce has' the same PQwers with respect to the board as tOg 
~per~ntendent has with r~§pect to a private workers' 
cOlnl?_~..!!sation i.ll..§.!J..rer under Title 24.=lL.gnd this Ti tIe; The fund 
is subject to the S8.fl.1e income tax liability as a private mutual 
insurance company in this State under Title 36, Part 8. 

§Z59. Private independent insurance agents 

f~ivate inde~ndent i~surance~ents licensed to sell 
32 workers' ~~IDpgnsation in~1.!Lange in this State may sell insurance 

coverage for the fund according to rules adopted by the board. 
34 1'.h!LlLoard~:pQ.ll QyJ)).le estabJ,Jsh a sc.hedule of commissions w_oj,gh 

L!J,e f@_d will p~for the services of an agent. This section 
36 does not p.:r;:ev§.1),LJ;;,he f».rld from writing insurance cover.£g~Q!:' 

employers without the assistance of private independent insurance 
38 .£gents. 

40 §260. Reports and information 

42 L Alm.qg,l~p.Q.;t.:.t. The manag!,!r shall submit an q.nI!.1,lal 
£f.illort to the Governor and Legislature indicati.u"g--.h..he bu§.iness 

44 done by the fund dur ing the previous year and cOIJ..taining a 
p_tj~J~.!,!me1l.t of the resources and liabilities of the fund and any 

46 other information considered appropriate by the manager. 

4 8 Z.----liJ;atj._~.ti_c.~J_;;m~_&.ct._u~r h~1._!!i!t.~~he f uniL..§.hQ.l.Lc omp! l.e. 

50 

52 

.QJ~d maintain statistical and actuarial data related to the 
det_e.rmi~atiQn of proper PLe.mium .r..atL-LevelJL........t..:tte incidence of 
work-related injuries, costs related to those injurie1? and any 
other data that the fund considers desirable. The fund shall 
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32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

52 

U 

w"pyi<;lILJ:.lUs c1atj3._{;.lLJ;:.J.le_.f;)JJ.J?edntendent of Ins-'JJ;'.anc£!~t;he Chai..r. 
Qt the Workers' Compensation Commission and the. Department of 
Labor upon reguest. 

1. Fund be.G9n:Jes .9.P.t;Lra~i.9.1@,;L upon apP-LQPx.iat;i9.~~h!Ljund 
1;JecQI]l~p.l:lrationq.l onlY-.l!P9n the receipt of funds provide~ 
B.l2.p_~priation of the Legis.lat,uI;..§. The bogrd_lTlBY-Q..efer aG.Q.fl-1?tBPce 
0.[ all or part of any q.pprol?riq.J;.ipn to the time that i t de.sire~ 

pl<lL.11-Q.t more t:OQJ! __ ~e.a~.lipm th~ date of. the ap1!Lo-p.Li.At:,ion. 
Any amount acceEted by the fund, plus interest at the rate of 8% 
B-YRar---.£.r:!..l,..Q.ul g.t~.~f rO!!l..-tne tiI!1.!L....b..l!£.L..!J.l~ un~.r:_llll.~tbe 
.gl?P'±.P-££i9J:iolJ.,-mUsJ:. . .lJ.g~I!.or.tj.~J~.g--'py-the Treasurer of State ov;!.r-..9 
J.Q..:--y§'g,J'----12.§..riod aI~~l_l)l_ust be repaid by the fund to the General FUI)._Q 
i!L....§.QlJal iIls_t.i;!l).ments at the end of each fiscal~ar. Th,g 
1'.reasut:J~r of S.t_9J;sL_§.h_a.Ll determine th~te of the first l?aymenL. 
§J:~s:_ept, __ t.h9.LJ:_p.JL.fupd doeJL!l.oUJ.§.gin repaY.IDenL.\!pless theX..e......§.xi..§..t.G. 
l~J.U;.ficient_§j:u;:.ged~r-1?~{;.Q_ .. comply with sta~aw. ReJ2~..nh 

..!;.Jl~n begins under this section when sufficient earned surplus 
exists. 

.~. GUg,I:Mj:y f!lJ!"-__ G~_rtiJic_ates, sq;rp1.!lp __ :g.g!:es Q;r 
..d.!;1Qe.:g.t.y..U'l.s. Money apyanced t.Q_hb1L.f.l).nQ........J!nJl~Jlbsection 1 m.lJ.s..t 
be -evidenced by gup.rapty fund certificates tha.t. permi t .. t.he 
i.s.suance of other 9.\!p.ranty fund certificates, s\.!rplus note§...... 
p.ebentures or other iI).s trument.s with egual rights to p.Q.YIDent out 
.9_f_.§J!J'.Ql.1ts of the fund. In the event of any insufficiency..L. 
EBymentl? with respect._~g.l.laran~;!rtificates may be ma.QlL..-P.r:Q 
.!'.9,!:.a based on ojltstanding principal amounts of. 9.lJarant,y 
£ertificates, surplus note~pebentures or other instruments with 
~gV.9_l __ rj.ghts. AI)..Y--9.uaranty fund certificates or o.t.h~r 

i.J!l?t.nm:!.eJlt_lL.Pre...yi_p.JJ.G.J-y--i.l!.sJlJ~.g_....t.Q.....e.yidence any 1J)01l.~y_q.dv:an.r:mL-to 

.t.h!LJ.Ull.P unde..L..1Ll,l.psectJ.on 1 sh.all be exchangg,d by the Treasurer 
Q~k~Le ___ ~Qr restated certificates in form and substance 
consi.stent with this ~ection in order to facilitate tqe issuance 
Qy the fund of othe£.....9:.l!aran.ty fund certificates, surp.:Lus note~ 
.!lepe:r;tLures or Q.hheL_j.nstI~1JIllell.t..§......~ovided in this se.ction_! __ ..lm,y 
amounts accrlJ..ed but uI!1?-aid pursuant to tpe terms of any 
olJ..!;:§.tandiillL-.9Jlarapty certJ..iicate, surplus note, debellt.lJre or 
Q.l;her iI),strwnent are deemed to be money advanced for the purl?0ses 
of this chapter. 

Sec. 5. StaC.e Government rec[uired to insure with fund. When the 
Maine State Insurance Fund becomes operational upon the 
acceptance of a sufficient amount of a legislative appropriation 
under the Maine Revised Statutes, Title 39, section 261, the 
State shall purchase workers' compensation insurance from the 
Ma..ine State Insurance Fund, covering all state employees. The 
insurance policy takes effect on the first day of the next fiscal 
year after the Maine State I-nsurance Fund becomes operational. 
Any sLate employee whose employment is terminated due to this 
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requirement shall be given preference in biring for suitable 
positions withirt the Maine State Insurance Fund. 

6 STATEMENT OJFJFACT 

8 This bill is part of the legislation submitted as a result 
of a study on the feasibility of creating a state workers' 

10 compensation insurance fund, conducted by a subcommit.tee of the 
Joint Standing Committee on Banking and Insurance. This bill is 

12 recommended by a majority of the subcommittee. The bill 
es tablishes the Maine State Insurance Fund' as an independent 

14 mutual insurance comparty. The purpose of the company is to 
provide workers' compensation insurance to the employers of this 

16 State at the lowest possible cost and with the highest possible 
level of services consistent with the financial integrity of the 

18 fund. 

20 

22 

24 

26 

28 

30 

32 

34 

36 

The structure of the Maine State Insurance Fund is patterned 
primarily after a similar state mutual insurance company 
established in Minnesota. The fund is not established as a state 
agency or instrumentality of the State in any way. It is created 
as an independelit mutual insurance company and is subject to all 
other state l.aws governing mutual insurers to the same extent as 
any private mutual insurance company. The fund is under the 
direction of a board of directors, a majority of whom are 
appointed by t.he Governor. The remaining directors are selected 
by poLicyholders of the fund. All directors must represent a 
poiicyholder. The board of directors is authorized to hire 
investment. managers to assist the board in investing the assets 
of the fund. The board of directors will select a manager who is 
responsible for the day-to-day direction of the operation of the 
fund. The fund is aut.horized, but not required, to use private 
insurance . agents to sell workers' compensation insurance. 

The fund· retains only limited connections with the State. 
38 The fund is required to insure the State for workers' 

compensation liability. As soon as the fund becomes operational, 
40 the State is required to purchase workers.' compensation coverage 

from the . fund. The fund will become operational only when it 
42 receives sufficient initial capitalization from the State. 

Separate legislation submitted as a result of the study 
44 authorizes a bond issue in the amount of $10,000,000 to be made 

available to the fund to cover its initial capitalization and 
46 administrative expenses. This money will be loaned to the fund, 

which can draw upon the full $10,000,000 as it finds necessary 
48 over a period of 2 years. This allows the fund to reduce its 

interest costs· by accepting the state money only as the fund 
50 requires. it. The fund will repay this money to the State, under 

a schedule establi~hed by. the Treasurer of State, through a 
52 portion of its earned surplus. 
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The intent of this bill is to ensure the availability of 
affordable workers' compensation insurance to the employers of 
this State, particularly small employers. State insurance funds 
in other states have proven to be effective vehicles to hold down 
the costs of workers' compensation insurance and to provide 
better services to employers who insure with those state fuuds. 
This bill ensures that a neutral, nonprofit alternative to the 
commercial insurance indllstry exists in the State to assist 
employers in obtaining workers' compensation insurance at a 
reasonable cost and assist the State in regulating and evaluating 
the performance of private workers' compensation insura~lce 

carriers. 

Page 10-LR34BO(1) 




