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117th MAINE LEGISLATURE 

FIRST REGULAR SESSION-1995 

Legislative Document No. 1547 

H.P.1100 House of Representatives, May 24, 1995 

An Act to Provide Administrative Clarification within the Maine 
Insurance Code. 

Reference to the Committee on Banking and Insurance suggested and ordered printed. 

Presented by Representative LUMBRA of Bangor. (GOVERNOR'S BILL) 

Printed on recycled paper 



Be it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 24-A MRSA §7, as enacted by PL 1969, c. 132, §1, is 
4 amended to read: 

6 §7. "State" defined 

8 When in context signifying other than this State, "state" 
means any state, district, territory, commonwealth or possession 

10 of the United States of AmericaT-aaa-tae-Paaama-Gaaal-6eae. 

12 Sec. 2. 24-A MRSA §706, as enacted by PL 1969, c. 132, §l, is 
amended to read: 

14 
§706. "Bonds" defined 

16 
Stl.Fety-iaSbu;:aaee The definition of "bonds" includes: 

18 
1. Fidelity insurance, which is insurance guaranteeing the 

20 fiaelity honesty of persons holding positions of public or 
private trust; 

22 
2. laStl.Faaee Surety insurance guaranteeing the performance 

24 of contracts, other than insurance policies, and guaranteeing and 
executing bonds, undertakings and contracts of suretyship; and 

26 
3. Insurance indemnifying banks, bankers, brokers, 

28 financial or moneyed corporations or associations against loss, 
resul ting from any cause, of bills of exchange, notes, bonds, 

30 securities, evidences of debt, deeds, mortgages, warehouse 
receipts or other valuable papers, documents, money, precious 

32 metals and articles made therefrom, jewelry, watches, gems, 
precious and semiprecious stones, including any loss while the 

34 same are being transported in armored motor vehicles, or by 
messenger, but not including any other risks of transportation or 

36 navigation; also insurance against loss or damage to such an 
insured's premises or to his furnishings, fixtures, equipment, 

38 safes and vaults therein, caused by burglary, robbery, theft, 
vandalism or malicious mischief, or any attempt thereat. 

40 
Sec. 3. 24-A MRSA §742, sub-§4, ~B, as enacted by PL 1991, c. 

42 828, §20, is amended to read: 

44 

46 

48 

50 

B. If the applicant is an individual and if the application 
is not submitted simultaneously with an application for an 
agent or broker license pursuant to chapter 17, the 
application must include full answers to questions 
reasonably necessary to determine the following: the 
applicant's identity; age; residence; present occupation and 
occupations over the 5 years preceding the date of the 
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2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

application; financial responsibility; insurance experience; 
and education in insurance and insurance laws of this State 
the applicant has had or expects to receive. 'rae 
app±iea~ieR--ffi~6~--be--~~~~-~-~--bffi~~~~&--e~--~ae 

app±ieaR~~6--~iR~eFpFiR&&--anG-~-~~--ph~~~ph--e~--~he 

app±ieaR~T The application must include full answers to 
questions necessary to understand the purpose for which the 
license is to be used, whether the applicant will devote all 
or part of the applicant's efforts to transactions under the 
license and, if part only, how much time the applicant will 
devote to transactions and in what other business or 
businesses the applicant is or will be engaged or employed. 
The application must contain any other facts as the 
superintendent may require relative to the applicant's 
qualifications for the license as those qualifications are 
stated in this subchapter. 

Sec. 4. 24-A MRS A §764, sub-§2, as enacted by PL 1993, c. 603, 
is amended to read: 

2. Payment of premium. Payment of the next premium to the 
22 assuming company after notice is received is determined to 

indicate the policyholder's acceptance of the transfer to the 
24 assuming insurer and a novation is determined to have been 

effected if the premium notice clearly states that payment of the 
26 premium to the assuming insurer constitutes acceptance of the 

transfer. The premium notice must also provide a method for the 
28 policyholder to pay the premium while reserving the right to 

reject the transfer. With respect to a home service business or 
30 any other business not using premium notices, the disclosures and 

procedural requirements of this subsection are to be set forth in 
32 the notice of transfer required by section 763, subsection 1, 

paragraph A and in the assumption certificate. 
34 

Sec. 5. 24-A MRSA §lS03, first~, as enacted by PL 1969, c. 
36 132, §l, is amended to read: 

38 A general lines agent is any person authorized or appointed 
by an insurer to solicit applications for insurance contracts or 

40 to negotiate for SHea contracts in its behalf and, if authorized 
te-ae-6e by the insurer, to effectuate aRa-€e~R~e~6i~R insurance 

42 contracts for one or more kinds of insurance as follows: 

44 

46 

48 

Sec. 6. 24-A MRSA §lS09-A, as enacted by PL 1989, c. 168, 
§5, is amended to read: 

§1509-A. "Adjuster trainee" defined 

An adjuster trainee is any person with less than 6-yea~s one 
50 year total experience handling loss claims under insurance 

Page 2-LR2376(1) 

L.D.lS47 



contracts or the workers' compensation laws. An adjuster trainee 
2 must be employed by and subject to the immediate personal 

supervision of an adjuster who is licensed in this State and who 
4 has been established in the business of adjusting for 3 years or 

more. An adjuster trainee is exempt from the licensure 
6 reguirement. 

8 Sec. 7. 24-A MRSA §1514-A, sub-§2, as amended by PL 1993, c. 
322, §3, is further amended to read: 

10 
2. Prohibition on licensing. A financial institution, 

12 financial institution holding company or the subsidiary of either 
or an officer, employee, agent or representative of a financial 

14 institution, financial institution holding company or the 
subsidiary of either may not be licensed as an insurance agent, 

16 broker or consultant in this State or may not act as an insurance 
agent, broker or consultant in this State. Nothing in this 

18 section limits the activity of these organizations with respect 
to credit life and credit health insurance to the extent 

20 authorized by chapter 37, group health insurance to the extent 
authorized by chapter 35 and group life insurance to the extent 

22 authorized by chapter 31. Nothing in this section prohibits a 
financial institution, credit union, financial institution 

24 holding company or a subsidiary or employee of any such entity 
from selling annuities, arranging for the sale of annuities or 

26 sharing commissions in connection with the sale of annuities to 
the extent authorized by Title 9-B, section 443, sUbsection 11, 

28 provided that such entity has been licensed pursuant to section 
1531, subsection 1, paragraph F and if that activity includes the 

30 sale of variable annuity contracts, the National Association of 
Securities Dealers registration form has been submitted to the 

32 superintendent as required by the provisions of section 1520, 
subsection 3. ±R-~£~~--~ha~-a-~~~~~--~it~~r-ereait 

34 ~RieR-e£-~~£~££~~~-~~~~~~~~l~i~~~~~-&~&&i4ia~y-ef-a 

fiRaReia±--iRs~i~~~ieRT--ereai~--~RieR--er--fiRaReia±--iRs~it~~ieR 

36 Re±aiR~--eeffi~aRy--eeR~raets--Eer--tRe--sa±e--eE--aRR~ity--~rea~ets 

tRre~~R-~--~~-~~a-~arty-~~e£~-~-i&-a±se-~~~~-~-se±± 

38 etRer--iRs~raRee--~rea~etsT--iE--tRe--a~eRt--se±±s--aRy--iRS~raRee 

~rea~et-~~--~aaa-~££~~~~~~--ia-e~££--in&t~-tHe-~--sRa±± 

40 ~~eviae--~--~~~~~-~i&G~&~~--te--~£e--~~~--¥~B&&a&iaq--tRe 

iRs~raRee-¥£Ba~£~,--~~~i&&~r~-m~&t-state-~~--~~a*iaq-tRe 

42 sa±e-~~~~-is-~~~~~-aR-~~~~--~~-iRs~raRee 

a~eRt-~-ae~-~~-~-a~eRt-~--~&&-~J£~££J~~--~it~~r-ereait 

44 ~RieRT-~~~~~--ia&~i~~~B&a-He±a±R~-~-er-~~b£JB~~£y-~~-a 

EiRaReia±--iRstit~tieRT--ereait--~RieR--er--€iRaReia±--iRstit~tieR 

46 Re±aiR~-eeffi~aRYT 

48 Sec. 8. 24-A MRSA §1517, sub-§2, as amended by PL 1973, c. 
585, §12, is repealed. 

50 
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Sec. 9. 24-A MRSA §1517, sub-§4-A, as enacted by PL 1979, c. 
2 301, is amended to read: 

4 4-A. All the licensees saaJJ--be are subject to the same 
restrictions with regard to deceptively similar names as applied 

6 to insurers under section 408, s~B--§-l subsections 1 and 4. 

8 Sec. 10. 24-A MRSA §1517, sub-§6, as enacted by PL 1993, c. 
322, §5, is amended to read: 

10 
6. A financial institution, credit union, financial 

12 institution holding company or a subsidiary of any such entity 
may be licensed as an insurance agent for the limited purpose of 

14 selling annuities as provided in section 1531, subsection 1, 
paragraph F or for the purpose of sharing commissions in the 

16 connection with the sale of annuities as provided in this Title. 
Aa-~~~~-~aa~-~~-aa~~F~~-~B--&&~~-aRR~i~ien-~--~e-~~-ia 

18 eemmissieas-~~~-~Re-~~-B~--aaaa~~ie&-~~-~e-~~~~~-9-gT 

see~iea-~~,--s~Bseetiea-~~--is-~-~eq~i~ea-~~-eemFly-~i~~-tae 

20 ~eq~i~emeats-e~-s~Bseetiea-6T 

22 Sec. 11. 24-A MRSA §1519, sub-§2, as amended by PL 1993, c. 
637, §19, is further amended to read: 

24 
2. As to applicants not t licensed under this Title or 

26 licensed as insurance agent, broker or adjuster in this State 
under laws now in force, the superintendent shall secure, as soon 

28 as is reasonably possible after filing of the application, a 
e~eait-~--~~~&~~~~~-~eFe~~-~~~~~-~-~ae-~~~~--~~-a 

30 ~eee~aiBea---aaa---es~aBlisRea---iaaeFeaaea~---iaves~i~a~iea---aaa 

~eFe~~ia~-a~eaey appropriate background information with which to 
32 ascertain the applicant's character. ±Re-~~..,--~E--aRY7--o-t--s~eR 

~eFe~tT-iR-~~~~-~~~B&Fm-~la~-ame~R~-~£-~~~~~-~e-~ime 

34 ~iHea-BY-~~~~~~"'-~-&&-Faia-By-~-~~~~-eE--tRe 

aFF±ieaatT-~~~&~-Be-~~~~~~-tRe-~~~~-~~-~Re 

36 time-ef-~i.J.i£~-~~~1~~~~--~-&~p&F~~8&aG&~~-&aall-F~emFt±y 

aeFesit-~Re-~~it~-~a&-±~eas~~e~-ef-~~~€-~~~~-eFea~~-e~ 

38 tone - -!-a&1*F-aae-e - ~1-a-t"<H:-y- - -Fund-.- - ~-he-- - £~-pe-£-i-n~€·!H::le£-t.- - sRaJJ- - keel" 
eea~iaeat~a±-~-he---eeateat&-~--aay-£~££--~r~-aRa-~~~-aest~ey 

40 tke-~eFe~t-a~te~-tae-aFF±iea~~ea-nas-Beea-aFF~eveaT 

42 Sec. 12. 24-A MRSA §1525, sub-§2, as amended by PL 1989, c. 
168, §13, is further amended to read: 

44 
2. Each board sRall-€eR6is~ consists of 5 members, to be 

46 appointed by the superintendent for terms of 3 years each, on a 
staggered term system so as to prevent the terms of more than 2 

48 members from expiring in anyone year. Except as otherwise 
provided, no person may be eligible for appointment to such a 

50 board unless that person is active on a full-time basis in the 
general lines insurance business, as to the ~eaeFa±--±ines 
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aavis-e-F-y-eeal;'a General Lines Advisory Board, or in the life or 
2 health insurance business, as to the ±~€e-aav~seFy-aeaFa Life and 

Health Advisory Board, and is a resident of this State. Except 
4 as otherwise provided, no person may be eligible for appointment 

to the Adjuster License Advisory Board unless active as an 
6 adjuster on a fUll-time basis and a resident of this State. The 

superintendent so far as practicable shall appoint persons with 
8 prior experience in the education and training of agents or 

prospective agents and, so far as practicable, shall constitute 
10 the boards to include at least one licensed agent and one 

representative of a domestic insurer. No person may be 
12 reappointed to a board for more than one 3-year term. 

14 Sec. 13. 24-A MRSA §1525, sub-§§3 and 4, as amended by PL 1973, 
c. 585, §12, are repealed. 

16 
Sec. 14. 24-A MRSA §1526, sub-§I. as amended by PL 1989, c. 

18 168, §15, is further amended to read: 

20 1. Each respective advisory board shall meet with the 
superintendent t;w~ee--d\H'-i-ng--eael:!.--o-a-l-enda-r--yeal;' as often as is 

22 necessary at times and places to be designated by the 
superintendent, and on other occasions as its members aeem 

24 consider appropriate. The superintendent shall furnish to each 
board information, not otherwise designated by law as 

26 confidential, as its members may reasonably require with respect 
to the conduct, scope and resul ts of examinations with which it 

28 is concerned. 

30 Sec. 15. 24-A MRSA §1535, sub-§I, llA, as enacted by PL 1991, 

32 

34 

36 

c. 112, §1, is amended to read: 

A. The agent is subject to suspension or revocation of 
1 ice n s e und e r sec t ion 15 3 9.L,_----=T'-"i'-'t"'1"'e"'-_1=-"'-9..L,_--"s'-"e"-'c"-t""-=.i.><0...,n'---------"3"'0'-'5<.L, 
subsections 6 and 7 or Title 36, section 175; 

Sec. 16. 24-AMRSA§1606,sub-§I, as amended by PL 1973, c. 
38 585, §12, is further amended to read: 

40 1. Every applicant for a broker's license shall file with 
the superintendent with the application and shall thereafter 

42 maintain in force while so licensedT a bond in favor of the State 
of Maine executed by an authorized surety insurer. The bond 

44 sl:!.a±± must be conditioned upon full accounting and due payment to 
the person entitled thereto T of funds coming into the broker's 

46 possession through insurance transactions under the license. The 
bond may be continuous in form and aggregate liability on the 

48 bond sl:!.aJ.J.--ae is limited to payment of not less than $6T9GG 

$10,000 per line of authority. 
50 
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Sec. 17. 24-A MRSA §1680, sub-§4, as amended by PL 1993, c. 
2 221, §26, is further amended to read: 

4 4. Any nonresident agent or broker licensed under this 
section, or any other individual currently licensed as a resident 

6 agent or broker in another state, who becomes a resident and 
applies for licensing status as a resident is subject to the 

8 state-specific portion of the license examination. 

10 Sec. 18. 24-A MRS A §1853, sub-§3, as amended by PL 1989, c. 
168, §27, is further amended to read: 

12 
3. Must pass any written examination required for the 

14 license under this chapter, except that with respect to adjusters 
employed by insurers and persons acting as public adjusters in 

16 this State as of September 1, 1989, this subsection will not 
apply until July 1, 1991; and 

18 
Sec. 19. 24-A MRSA §1853, sub-§4, as amended by PL 1993, c. 

20 221, §28, is further amended to read: 

22 4. Must have been employed as an adjuster trainee as 
defined in section 1509-A for a period of no less than one year 

24 or must have had special training in handling of loss claims 
under insurance contracts. Special training means successfully 

26 completing courses of instruction that may be reasonably required 
and approved by the superintendent. Courses of instruction may 

28 be completed successfully by attendance at an educational 
institution or by correspondence with or under the supervision 

30 and direction of an educational institution or insurer. This 
subsection does not apply as to persons holding subsisting 

32 licenses as adjuster in this State immediately prior to January 
1, 1970f-aaa-,-

34 
Sec. 20. 24-A MRSA §1853, sub-§5, as amended by PL 1969, c. 

36 177, §28, is repealed. 

38 

40 

Sec. 21. 24-A MRSA §1854, as amended by PL 1993, c. 637, §§31 
and 32, is repealed. 

Sec. 22. 24-A MRS A §1876, as enacted by PL 1989, c. 31, §4, 
42 is amended to read: 

44 §1876. Continuing Education Advisory Committee 

46 The Continuing Education Advisory Committee is established 
and sBal-l--€fH'l.sisto. consists of 6 members to be appointed by the 

48 superintendent for terms of 3 years each, on a staggered term 
system to prevent the terms of more than 2 members from expiring 

50 in anyone year. A person may not be reappointed to a board for 
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2 

4 

6 

more than one 3-year term. 
to the committee unless 
insurance agent, broker 
el,igible for reimbursement 
1526, subsection 6. 

No person is eligible for appointment 
that person is an active, full-time 
or consultant. Board members are 
of expenses consistent with section 

Sec. 23. 24-A MRSA §1904, sub-§l, as amended by PL 1993, c. 
8 171, Pt. A, §l, is further amended to read: 

10 1. Every applicant for an administrator's license shall 
file with the application, and shall maintain in force while 

12 licensed, a fidelity bond, and at the superintendent's 
discretion, a surety bond, in favor of the Treasurer of State, 

14 for the benefit of covered persons or plan sponsors as their 
interest may appear, executed by a surety company authorized to 

16 do business in this State and payable to any party injured under 
the terms of the bond. The bond must be continuous in form and 

18 in one of the following amounts: 

20 A. For an administrator that maintains an ATF but does not 
maintain a CASA, the greater of $50,000 or SOb of 

22 contributions and premiums projected to be received or 
collected in the ATF for the following plan year from 

24 residents of the State, but not to exceed $1,000,000; 

26 B. For an administrator that maintains a CAS A but does not 
maintain an ATF, the greater of $50,000 or 5% of the claims 

28 and claim expenses projected to be held in the CASA for the 
following year to pay claims and claim expenses for 

30 residents of the State, but not to exceed $1,000,000; or 

32 C. For an administrator that maintains an ATF and a CASA, 
the greater of $50,000 or 5°,,<> of contributions and premiums 

34 projected to be received or collected in the ATF for the 
following plan year from residents of the State plus 5°'0 of 

36 the claims and claim expenses projected to be held in the 
CASA accounts for the following year to pay claims and claim 

38 expenses for residents of the State, but not to exceed 
$1,000,000. 

40 
This subsection applies to an administrator who is required to 

42 maintain funds in a fiduciary capacity as set forth in section 
1909. 

44 
Sec. 24. 24-A MRSA §2013, sub-§l, 1rA, as amended by PL 1985, 

46 c. 564, §3, is further amended to read: 

48 

50 

A. If the broker fails to F:ile--t.R€--annu-aJ..--&t.-at--eff\€-nt--<H--te 
remit the tax as required by section 6G±+ 2016; 
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Sec. 25. 24-A MRSA §2013, sub-§l, ~E, as enacted by PL 1985, 
2 c. 564, §3, is amended to read: 

4 

6 

8 

E. If the broker assists any person or persons not licensed 
as surplus lines brokers by serving as a reporting broker 
for purposes of section 2005, 2015 T or 2016 9£--W-1-7- with 
respect to insurance coverage not procured by the broker. 

Sec. 26. 24-A MRSA §2017, as repealed and replaced by PL 
10 1991, c. 674, §1, is repealed. 

12 Sec. 27. 24-A MRSA §2020, sub-§l, as enacted by PL 1993, c. 
153, §17, is amended to read: 

14 
1. Every applicant for a surplus lines broker's license 

16 shall file with the superintendent evidence of a bond in favor of 
the State executed by an authorized surety insurer. The bond is 

18 condi tioned upon full accounting and due payment to the person 
entitled to the bond of funds coming into the surplus lines 

20 broker's possession through insurance transactions under the 
license. The bond may be continuous in force and aggregate 

22 liability on the bond is limited to payment of not less than 
$6T9GG $50,000. 

24 

26 

28 

30 

STATEMENT OF FACT 

This bill amends the Maine Insurance Code by doing the 
following: 

1. It eliminates the requirement that licensed surplus 
32 lines brokers file annual reports with the Superintendent of 

Insurance. It will leave in the law the requirements for monthly 
34 reporting and quarterly reporting and the requirement for payment 

of taxes on a quarterly basis; 
36 

2. It removes an obsolete reference to the Panama Canal 
38 Zone as a state; 

40 3. It proposes a 4-word amendment to the assumption 
reinsurance law enacted this year, reflecting a last-minute 

42 change to the NAIC Model Act upon which the State's law was 
based. The change is consistent with the current law and simply 

44 accommodates the needs of insurers who do not invoice, instead 
collecting premiums through automatic credit card debits; and 

46 

48 

50 

4. It removes inconsistent language from 
Insurance Code. This language was taken from an early 
a legislative draft and is not consistent with 
statutory language. 
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2 Additionally, this bill amends the regulatory standards 
contained in the Maine Insurance Code to further streamline 

4 current processes to provide better service to the industry and 
the public. Among the changes are the following: 

6 
1. It accords to the superintendent authority to require a 

8 surety bond of 3rd-party administrators; 

10 2. It eliminates fingerprint, photograph and privately 
contracted background checks from the application process for 

12 licensure; 

14 3. It eliminates the countersignature requirement for 
business placed by a holder of a nonresident license; 

16 
4. It requires prospective applicants for licensure to pass 

18 the required examination prior to making application; 

20 5. It creates consistency between the General Lines 

22 

24 

26 

Advisory Board and the Life and Health Advisory Board; 

6. It exempts experienced agents seeking 
this State from the requirement of taking 
licensing examination, except that which is 
State; 

resident status in 
any part of the 
specific to this 

28 7. It provides for expense reimbursement for members of the 
Continuing Education Advisory Committee; 

30 
8. It accords to the superintendent the authority to 

32 require a surety bond of 3rd-party administrators; and 

34 9. It increases the minimum bond limit required for surplus 
lines brokers from $2,500 to $50,000. 
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