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11Sth MAINE L GISLATURE 

FIRST REGULAR SESSION~1991 

Le.gislati,ve DocmneJ)t No. 164 

RP,536 House of Representatives, February 21,1991 

Reference to the Committee on Education suggested and ordered printed. 

&£C?~ 
EDWIN H. PERT, Clerk 

/ Presented by Representative MARSANOof Belfast. 

( , 
'---..../ 

Cosporisored by Representative GW ADOSKY of Fairfield, Representative RYDELL of 
Brunswick and Representative GARLAND of Bangor. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND NINETY -ONE 

An. Act t() Clarify ttIe Responsibilities of School Boards. 

(EMERGENCY) 
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Emerg~ificy preamble. Whereas; Acts of the LegiSlafure do riot 
become effective tiritil 9,b days after adjbtir:hfu~hit uiiless 'enacted 
as emergencies; ~rid 

Whereas, it 
ihcreased costs 
crisis; arid 

is necessary 
of heal t.h. care 

'.:: 

arid Clesifal>le tbcorit.fbithe 
dtiilh<f this period of fiscal 

Whereas, in the ~udgmerit of the LegiSlature; these fa.'ct.s 
create ah- emergency wi thih the meaning' of, the C'onst.1 tlition of 
Maine and require the foiidwirig iegIslation as immediately 
necessary fof the preservatl6ri of \ilie public peace, health and 

'safety; how, therefore; 

Be it enacted by the People of the State of Maine as foRlows: 

2o-A iVinRsA §lotn, sub:o§5, 'fiB;;j is enacted to read: 

B-L'dPfbvide,difectreifriburser'nentbf ,-the, costs ahd ,expenses 
incurred by, empioyees and ,their famiiy memberspursharit to a 
direct-" reimbursement,plah ,for health" "h.ospitalizationand 
major medicai costs andexpehsesr 

(1) " Ptidttd-the,ope,ratiohofanydirect, reimbursement 
planor,program,-- a ,school boai"dshalL adopt guidelihes 
cohtainihg,,- a-- ,funding ,mechanism . adeg:uate . to the 
finanCial- needs" of,t.he. pian orprogiafu and shall 
prehd.de for the fiXed -costs of operatlonsbf ,.the plan 
for '. the .. first . prospective fundyear~ A reasonable 
amount. sufficient ,to. satisfy, irnmediat.e claims costs 
inust be held iii a segregated account td heused.soleiy 
nir this, purpose. 

(2). Prior t.o the operation of any direct re!imbursemeht 
pian oj? program" a· st!hbol boardshall,dbt.ain excess 
insurance of reinslit~mce~ ,theinsurahce,mlist limit the 
exposure,oithe. schooL,board t.oa deflhed.le:vel.,bbth, ,as 
to ulHmatetlaimsvaluesand the loss ratib, at· which 
recoveryfibm . the insurer is realized. ' The attachment 
pointofcorttinuingexcessco'Vetage must provide risk 
relief to.,the plan,oiprdgraITi ,adeguate .. in v.iew,oL-its 
f inahCing, needs . 

(3). Pti6ft.d the,. operation of. any, direCt . reimbursement 
plan dr.pfogram,the school board or other legal ehtity 
establishihg the plan or . program ... shall- obtain . an 
independerit actuarial adviSory.opiriion repbrt. given by 
a- meinber"of the American Academy of Actuar1esg:ualHied 
as. a health loss reserve specialist .. as .. defined.,bYEhe 
Nationai,Association._ .. of, ,Inslirance.Conimissioneis,.""TWo 
copies di.--this.repbrt must be . filed .. with"the 
Superintehdent of Insurance .. The report must,address: 
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(a) The financial viability of the plan or 
program; and 

(b) The ultimate risk exposure attendant to each 
type of employee benefit provided pursuant to the 
plan or program. 

(4) The school board or other legal entity 
establishing. a plan or program for the purpose of 
direct reimbursement pursuant to this paragraph, 
whether or not a body corporate, may with respect to 
the plan. or program sue or be sued; make contracts; 
hold and dispose of real property; borrow money, 
contract debts and pledge assets to the name of the 
plan; and perform other actions incidental to this 
subparagraph as necessary. 

(5). The~lan or program may be established as a 
separate legal or administrative entity. 

(6) The plan or program must be in writing and contain 
a financial plan s·etting forth in general terms: 

(a) The precise nature of the employee benefit 
offered pursuant to the plan together with 
applicable deductible levels, if any, and the 
maximum level of claims that the plan self-insures; 

(b) The amount of cash reserves to be set aside 
for the payment of claims; and 

(c) The amount of insurance to. be purchased by 
the plan to provide.coverac;re above the claims that 
are not satisfied directly from the plan's 
resources and the terms of the policy referred to 
in s~paragraph (2). 

(7) The legal entity that establishes a plan or 
program that provides coverage for more than one school 
administrative unit with respect to the benefits 
authorized in this paragraph shall adopt a plan of 
management.that, at a minimum, provides the following: 

(a) The means of establishing and maintaininc;r a 
governing authority of the program, including. the 
selection of a governing authority of a board of 
directors or trustees for the plan, a majority of 
whom must be from the participating school 
administrative unit or units; 
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(b) The responsibility of the governing authority 
.to fix ... contributions to .. the ._.plan, .. maintain 
t.eserv.es, lev.::? and collect assessments .... for 
deficiencies, dispose. of surplus and .administer 
the. plan in the .event of. its termination, 
liquidation or insolvenct; 

(c) The identification of. funds and re.serve.s by 
the type of benefit .provided and exposure area; 

W The ba~is upon .. which .new members may .. be 
admitted to ang existing members may leave the 
plan; 

(e) The requirement' that any member. of a group 
plan or. pool established for more than one sChool 
administrative unit prepay. to the plan 
administrator an initial deposit equal to 25% of 
the annual contribution before coverage .is 
effective; 

(f> Other provisions as. necessary or desirable 
for the operation of the plan; and 

(g) A provision that, if the assets set aside in 
any group plan for more than. one school 
administrative unit are at any time determined to 
be insufficient to enable the plan to. disCharge 
its legal liabilities and other obligations and 
maintai.n sOlfnd reserves for the provision of the 
employee benefits provided by the plan, the 
governing authority shall within 90 days satisfy 
the deficiency or levy a prorated assessment upon 
the participating school administrative unit or 
units for the amount needed to satisfy the 
deficiency. The agreement among school 
administrative units in the group plan must 
provide sanctions for failure to comply with a 
mandatory assessment under this subparagraph. 

{8} Pr ior to the operation of any group or pool plan 
for more than one school administrative unit, the 
governing authority shall adopt underwriting guidelines 
that embody rate charges to prospective members at a 
level adequate to its financial needs and shall provide 
for the fixed costs of operations for the first 
prospective fund year. An amount sufficient to 
reasonably meet immediate claims costs must be held in 
a segregated account to be used solely for this 
purpose. Funds determined necessary to fund th~ 
program on an ongoing basis must also be held in a 
segregated account. 
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(9) Each group plan or pool established for more than 
one school administrative unit must file with its 
members, by the last day of the 6th month following the 
end of the fiscal year; an audited financial statem~nt 
certified by an independent certified public 
accountant. The financial statement must include, but 
is not limited to, information concerning: 

(a) Appropriate reserves for known claims and 
expenses associated with those claims; 

(b) Claims incurred but not reported and expenses 
associated with those claims; 

(c) Unearned contributions; and 

(d) Reserves for bad debts. 

The audited financial statement must include 
information concerning the adequacy of the plan. This 
statement results from a charge by the directors to the 
plan's actuary and auditor and must address excess 
insurance, charges for coverage to members, service 
agents' costs and costs of administration of the 
program. 

Two additional co;gies of the audited financial 
statement must be filed with the Su;gerintendentof 
Insurance. 

If a group plan or pool established for more than one 
school administrative unit fails to provide for the 
audited financial statement required, the 
Superinten'dent of Insurance must perform or cause to be 
performed the audit. The group plan or pool must 
reimburse the Superintendent of Insurance for the cost 
of the audit. 

(10) Any reimbursement plan or ,program for the 
provision of the employee benefits established and 
operated pursuant to this paragraph is not an insurance 
company, reciprocal insurer or insurer under the laws 
of this State and the development. administration and 
provision of such plan or program does not constitute 
an insurance business; 

Emergency clause. In view of the emergency cited in the 
preamble, this Act takes effect when approved. 

Page 4-LR1609(1) 



~: 

4 

q 

8 

1.0 

12. 

14 

1,6 

STA1'EMENT. OF FACT 

Thi,s. pill. a.1,lt.hq~:):ze~ scpqql. b,QCiJ;"q.S., in th,eir dis.C:Xt;!ti.o.1;l, to. 
provi,(I;e g~QU,p h~CiI th, ho,s.p.i; t:Ci-+ i ~.at..to~ ~P,d. D:laj,<?.Ii,' rn,e,qic:al 1;>,en,l?fj; ys. 
to, the.ir.' empioyees t;hpo.ugh d,ire.qt :re.im.b1,lr.se.rnelJ,t,. p.la.:p,s, or pr()9r,8,I1ls 
by- se.l,f.,.,i.ns.urin,g !>tl,c:h. b,e~g:liit.~. ,+h,e. 1;>H,1. Pli.ov:j,d.e~. g:uid.e.1.ine::; f9·:r 
th,e es t@'Hs.:t:u:ne.nt and qp~rat.iQn qf il!Cii v.ia.u.a.! a1;ld gl?().up, 
programs. S.ch.o.ol. bqci!:ds ~s,t,a.blis.pi1;lg prq.gr.a.ml? W:QuJd J?e r.e.guiJ:"e~ 
to. se.t aside su.ffi,c::ient a.rnounts. t:,O.PCiY ~rnme.dJa.",-e C2.Jairn,s. ~efq,re: 
commendng opera,tio~l ()~: t.pe pX'9gra.ms~. ." §:cl:l,o.o.l )),o~r~s a.),s.C), VQ1.l1.d,: 
pe regui.redto. ol:>.t.ain. e.lI;c.er::;s, :l,~,~l,J.ra~c:e oX'· :re.Jll.s.ur.a.nce., tPEit is., 
so,~.c.aU.eQ. II·St,Op.,..J,oss. coverage~ II 1;,.0 Ij,n:d;t 1;he!ir Eq~p(),stlr·e u,lld~r. 

::;uch,p,rogram,s" ap.,d. ~Q. a.d.qp.t, g,uJd.e..U:p,e!::l e.s.ta,p,lis.h:l,:n,g :t:U"n,d.in,g 
mecM.a.n£slJ1s; :E'or. t.h.e prog,I'a.D:I s," pef:o.re, (!;()IlJITIe.I:1.c:j;ng; qper.a.t.i~':rl (l,+ th~, 
pI." ogr.am s,; ., T.he l.egai e.:riti t,y e.s;t.a.b,,1.iS,lli:rl9 9-. P;I"().g~J;"~ t(> s.e.r.v\:!, a" 
9:l'o.up q.f: s.C::P(lol. a.CiIl:Iinistx·at{ve. 1,l[lj:t.s,· '\9iquld 1;>e.re:q~JJ;"·ed.. 1+::(;), a..d.opt. ? 
pl'all' of: rn a.na g e lJ1e!Ilt, l?r. ov-i.g.i;Il.9 to·I.'· t.:P.e. f.i.nancJ.a.J q,J?el[·a.t..i9ll q,:f:" t:.he.! 

1,6 p.rog,r.am· 
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