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Emergency preamble. Whereas, Acts of the Legislature do not
become effective until 90 days after adjournment unless enacted
as emergencies; and

Whereas, the recent collapse of an employee leasing company
caused financial harm to many former employees and former client
companies due to unfunded health care benefit plans; and

Whereas, employee leasing companies play an important role
in the economic development of this State; and

Whereas, immediate steps are necessary to ensure that
employee leasing companies do not offer self-insured health
benefits without proper funding; and

Whereas, transferring responsibilities for registration to
the ‘Department of Labor and having state officials work together
to monitor the development and regulation of the employee leasing
industry will Dbenefit employers, employees and the leasing
industry directly; and

Whereas, in the judgment of the Legislature, these facts
create an emergency within the meaning of the Constitution of
Maine and require the following legislation as immediately
necessary for the preservation of the public peace, health and
safety; now, therefore,

Be it enacted by the People of the State of Maine as follows:
Sec. 1. 24-A MRSA §2612-A, sub-§2-A is enacted to read:

2-A. Notwithstanding subsections 1 and 2, an employee
leasing company registered pursuant to Title 32, chapter 125
gqualifies as an eligible group for purposes of the purchase of
group life insurance as provided in this section.

Sec. 2. 24-A MRSA §2808, sub-§2-A is enacted to read:

2-A. Notwithstanding subsections 1 and 2, an employee
leasing company registered pursuant to Title 32, chapter 125
qualifies as an eligible group for purposes of the purchase of
group life insurance as provided in this section.

Sec. 3. 24-A MRSA §2884, as enacted by PL 1983, c. 801, §i1,

is amended to read:

§2884. Legal services insurance authorized to be sold on a group
basis
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Any An insurance company authorized to write legal services
insurance in this State, which for the purposes of this chapter
only shall--be--deemed--to-~-be 1is considered a form of health
insurance, shall-have has the power to issue group legal services
insurance policies or may, by providing for the mental and
emotional welfare of individuals and members of his an
individual's family by defraying the costs of 1legal services,
include 1legal services insurance in and as a part of a group
health insurance policy. Group legal services insurance is that
form of voluntary legal services insurance covering employees or
members, with or without their eligible dependents, written under
a master policy issued to any governmental corporation, unit,
agency or department or to any employer e, association of
employers or employee leasing company registered pursuant to
Title 32, chapter 125, including the trustee or trustees of a
fund established by that employer e#, association of employers or
registered employee leasing company, a labor wunion or other
employee organization, including the trustees of a fund
established by that labor union or employee organization. The
terms "employee"” and "employees'" shall have the same meaning as
are given to those terms for the purposes of writing group life
insurance in this State. Legal services insurance shail may only
be-permitted-te be issued in this State on a group policy basis.

Sec. 4. 24-A MRSA §6601, sub-§5, as enacted by PL 1993, c.
688, §1, is amended to read:

5. Multiple-employer welfare arrangement.
"Multiple-employer welfare arrangement'" or 'arrangement' means an
employer welfare benefit plan or any other arrangement that is
established or maintained .for the purpose of offering or
providing health benefits to the employees of 2 or more employers
or to their beneficiaries. "Multiple-employer welfare
arrangement” or "arrangement” also means an employer welfare

benefit plan or any other arrangement that, after April 30, 1996,
is established or maintained for the purpose of offering or
providing health benefits to employees leased to client companies

by an employee leasing company required to be registered under
Title 32, chapter 125, "Multiple-employer welfare arrangement"”

does not include a plan or arrangement established or maintained
before January 1, 1993 by the State, a political subdivision of
the State or an association composed of political subdivisions of
the State primarily to cover its employees, former employees or
their dependents, nor does it include a plan or arrangement
established or maintained under or pursuant to one or more
agreements deemed collective bargaining agreements under the
federal Employee Retirement Income Security Act of 1974, Section
3(40)(A)(i), as amended. For purposes of this chapter, 2 or more
trades or businesses, whether or not incorporated, are deemed a
single employer if those trades or businesses are under common
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ownership or within the same control group as defined under the
federal Employee Retirement Income Security Act of 1974, Section
3(40)(B). Each of an employee leasing company's client
companies, as defined in Title 32, section 14051, is considered a
separate employer as long as it is not deemed a single employer
under_ this subsection.

Sec. 5. 24-A MRSA §6603, sub-§1, B, as enacted by PL 1993, c.
688, §1, is amended to read:

B. Must be established by a trade association, industry
association, political subdivision of the State, religious
organization, employee leasing company required to__ be
registered pursuant to Title 32, chapter 125 or professional
association of employers or professionals that has a
constitution or bylaws and that has been organized and
maintained in good faith for a continuous period of one year
for purposes other than that of obtaining or providing
insurance;

Sec. 6. 24-A MRSA §6604, first §, as enacted by PL 1993, c.
688, §1, is amended to read:

The sponsoring association or employee leasing company shall
file with the superintendent an application for authorization of
the arrangement upon a form to be furnished by the
superintendent. The application must include or have attached
the following:

Sec. 7. 24-A MRSA §6604, sub-§1, as enacted by PL 1993, c.
688, §1, is amended to read:

1. Conmnstitution or bylaws. A copy of the constitution or
bylaws of the association or, in the case of an employee leasing
company, a copy of the bylaws of the corporation and a
representative copy of a contract with a client company for
employee leasing services:;

Sec. 8. 24-A MRSA §6604, sub-§5-A is enacted to read:

5-A. Fidelity bond. A bond in_ favor of the State issued by
an authorized surety insurer. Approval of each arrangement is
conditioned upon this bond being maintained in force.

A. The bond must be conditioned upon full accounting and
due payment to the entitled person of funds coming into the
arrangement. The bond may be continuous in form and the
aggregate payment on the bond must be set at a reasonable
and economically feasible level.
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B. The nd must remain in for until re ed by the

superintendent or until cancelled by the surety. The surety
may cancel the bond upon 30 days' advance written notice to

both the arrangement and the superintendent. The

arrangement's approval terminates upon cancellation by the

surety and failure to procure a satisfactory replacement

bond prior to cancellation.
Sec. 9. 24-A MRSA §6610, as enacted by PL 1993, c. 688, §1,

is amended to read:

§6610. Termination

If an arrangement is terminated for any reason, the trust
may not be dissolved until all outstanding claims, debts and
obligations of the arrangement are paid. The arrangement may
retain sufficient funds to provide coverage for sueh an
additional period as the trustees of the arrangement consider
prudent. In addition, the trustees may purchase sueh additional
insurance as they consider necessary for protection against
potential future claims. Any funds remaining in the arrangement
after satisfaction of all obligations must be paid to
participating employers or covered employees in an equitable
manner meeting with the approval of the superintendent,
including, without ruling out other alternatives, equally on a
per capita basis to each participating employer or employee who
is covered under the arrangement as of the effective date of
termination. Written notice of the termination of _ the

arrangement must be provided to each covered employee, the Bureau
of Labor Standards and the superintendent at least 10 days before

the effective date of the termination.

Sec. 10. 24-A MRSA §6611, sub-§1, as enacted by PL 1993, c.
688, §1, is amended to read:

1. Filing required. Annually within 4 months of the end of
the fiscal year or within sueh an extension of time as the
superintendent for good cause may grant, every arrangement shall
file a report with the superintendent, verified by the oath of
the chair of the board of trustees. The report must summarize
the business activities of the +trust for the immediately
preceding year and must contain a financial statement of the
arrangement, including its balance sheet and a statement of
operations for the preceding year certified by an independent

certified public accountant. The superintendent shall reasonably
rely on the representations of the accountant. The report must

also include an analysis of the adequacy of reserves and
contributions or premiums charged based on a review of past and
projected claims and expenses.
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Sec. 11. 24-A MRSA §6611, sub-§1-A is enacted to read:

1-A. Accountant's Jetter or gqualification. The annual

financial statement of the arrangement must include a letter of

qualification from the certifying accountant stating:

A. That the accountant is independent with respect to the
arrangement and conforms to the standards of the
accountant's profession as contained in the code of
professional ethics and pronouncements of the American
Institute of Certified Public Accountants and the rules of

professional conduct of the appropriate state Board of
Accountancy or similar code;

B. The background and experience in general and the
experience in audits or arrangements of the staff assigned
to the engagement and whether each is an independent
certified public accountant. This requirement may not be
construed as prohibiting the accountant from utilizing staff
as the accountant considers appropriate where that is
consistent with the standards prescribed by generally
accepted auditing standards;

C. That the accountant understands the annual audited
fipancial report and the accountant's opinion will be filed
in compliance with this requirement and that the accountant
knows the superintendent will be relying on this information
in the monitoring and regulation of the financial position
of the arrangement:

D. That the accountant consents and agrees to make
available for review by the superintendent or the
superintendent's designee or appointed agent, the
accountant's workpapers relating to the arrangement. For

purposes of this paragraph, workpapers are the records kept
by the accountant of the procedures followed, the tests
performed, the information obtained and the conclusions
reached pertinent to the accountant's examination of the
financial statements of the arrangement. Workpapers may
include audit planning documents, work programs, analyses,
memoranda, letters of confirmation and representation,
abstracts of arrangement documents and schedules or
commentaries prepared or obtained by the accounts in the
course of the accountant's examination; and

E. A _representation that the accountant is properly
licensed by an appropriate state licensing authority and
that the accountant is a member in good standing in the
American Institute of Certified Public Accountants.
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Sec. 12. 26 MRSA §1401, sub-§§3 and 4, as enacted by PL 1971,
c. 620, §12, are amended to read:

3. Purchase. Coordinate the purchase and use of all the
department equipment; and

4. Review. Review the function and operation of the
department to insure that overlapping functions and operations
are brought to the attention of the Governor and Legislature~:

Sec. 13. 26 MRSA §1401, sub-§5, as enacted by PL 1983, c. 469,

§2, is amended to read:

5. Data collection. The-- Commissioner- - of --Laber--shall
eonduet Conduct a survey of manufacturing and nomnmanufacturing
industries throughout the State once every 2 years to determine
hourly occupational wage rates by sex-; and

Sec. 14. 26 MRSA §1401, sub-§6 is enacted to read:

6. Monitor employee 1leasing industry. Coordinate the
efforts of the State to ensure that the employee leasing industry
is _developing in a manner that provides the greatest bhenefit to
Maine employers while minimizing the financial risk to those
employers and to the leased employees. The commissioner shall
meet at least annually with representatives of the Bureau of
Insurance, the Bureau of Taxation, the Department of Economic and

Community Development, the Workers' Compensation Board, the
Department of the Attorney General and the Bureau of Employment

Security within the Department of Labor. This group shall
develop written material for employers and new businesses that
are considering using an employee leasing firm. The material

must provide guidance for employers on what guestions to ask_ to
minimize their own financial risk and that of their employees.

The material must also include instructions on how to obtain
public information on employee leasing _companies, such as
information regquired for registration purposes. The commissioner
shall meet with the state officials listed in this subsection on
at least an annual basis to review the status of the employee
leasing industry and update the written materials as needed.

Sec. 15. 32 MRSA §14051, sub-§1-A is enacted to read:

1-A. Commissioner. "Commissioner" means the Commissioner
of Labor.

Sec. 16. 32 MRSA §14052, as enacted by PL 1991, c. 468, §4,

is amended to read:

§14052. Registration required
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An employee leasing company may not engage in business from
offices in this State or enter into any contractual relationship
with a client company for the purpose of providing employees for
business conducted by the client company in this State unless the
employee leasing company is registered under this chapter. An
employee leasing company or person may not use_ the name or title
"staff leasing company,'" "employee leasing company,'" ''registered
staff leasing company,'” or "staff leasing services company" or
otherwise represent that it 3is registered under this chapter
unless the entity or person _is registered under this chapter.

Sec. 17. 32 MRSA §14053, as enacted by PL 1991, c. 468, §4,

is amended to read:

§14053. Registration process

1. Statement. Except as otherwise provided in this
section, each employee leasing company required to be registered
under section 14052 shall provide the superintendent commissioner
with information required by the superintendent commissioner on
forms that the superintendent commissioner specifies. At a
minimum, employee leasing companies shall provide the following
information:

A. The name or names under which the registrant conducts
business;

B. The address of the principal place of business of the
employee leasing company and the address of each office it
maintains in this State:;

C. The employee leasing company's taxpayer or employer
identification number;

D. A 1list by jurisdiction of each name under which the
employee 1leasing company has operated in the preceding 5
years, including any alternative names, names of

predecessors and, if known, successor business entities:

E. A 1list of all persons or entities that own a 5% or
greater interest in the employee leasing company at the time
of application and a list of persons who formerly owned a 5%
or greater interest in the employee leasing company, or its
predecessors in the preceding 5 years; and

F. A 1list of the cancellations or nonrenewals of workers'
compensation insurance issued to the employee leasing
company or its predecessors in the preceding 5 years. The

list must include the policy or certificate numbers, names
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of 1insurers or other providers of coverage, dates of
cancellation and reasons for cancellation. If coverage has
not been canceled or has been renewed, the registration must
include a sworn affidavit signed by the chief executive
officer of the employee leasing company attesting to that
fact.

2. Renewal. Prior to January 31st of each year or any
other time fixed by the superintendent commissioner, each
registrant shall renew its registration by notifying the
superintendent commissioner of any changes in the information
previously provided pursuant to this section.

3. List. The superintendent commisgioner shall maintain a
list of employee leasing companies registered under this chapter.

4. Forms. The superintendent commissioner may prescribe
forms necessary to promote the efficient administration of this
section.

5+- - Existing -ecompanies~--Any--employee- -leasing -company -deing
business--in--this - State -prior--to--the --effective -date--of--this
seetion-shall- register with -the -superintendent-within 30--days-of
the-effeetive-date-of-this-seetion~

Sec. 18. 32 MRSA §14055, sub-§1, JA, as enacted by PL 1991, c.

468, §4, is repealed and the following enacted in its place:

A. A registered employee leasing company qualifies as an
"other group" within the meaning of Title 24-A, sections
2612-A and 2808 for purposes of procurement of group 1life
and health insurance with respect to employees leased to a
client company. A registered employee leasing company
qualifies as an _eligible group within the meaning of Title
24-A, section 2884 for purchase of group legal services
insurance. Any employee welfare plan or benefit, other than
workers' compensation _insurance, provided to employees

leased to a client company on less than a fully insured
basis may be provided only subject to and in accordance with
Title 24-A, chapter 81.

Sec. 19. 32 MRSA §14055, sub-§5, as enacted by PL 1991, c.
468, §4, is amended to read:

5. Disclosure. The employee leasing company shall disclose
to client companies services to be rendered, including costs, and
the respective rights and obligations of the parties prior to
entering into or receiving a leasing arrangement. This
disclosure must include a statement that the client company may
take complaints to the Bureau-of-Insuranee Department of Labor.
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Emergency clause. 1In view of the emergency cited in the
preamble, this Act takes effect when approved.

STATEMENT OF FACT

This bill prohibits an employee leasing company from
offering health benefits on a self-insured basis without meeting
the funding and reporting requirements that currently apply to
other forms of multiple-employer welfare arrangements. It also
requires that 1if a multiple-employer welfare arrangement is
terminated, prior written notice must be provided to the affected
employees. Similar notice is currently required prior to
termination of other group insurance plans. The bill strengthens
the regulation of multiple employer welfare arrangements by
requiring arrangements to obtain fidelity bonds and by clarifying
the standards applicable to the annual certifications of balance
sheets and statements of operations of multiple employer welfare
arrangements prepared by certified public accountants.

The bill also transfers the responsibility for registering
employee leasing companies from the Bureau of Insurance to the
Commissioner of Labor. In addition, the Commissioner of Labor is
directed to work with various state officials to develop material
that will assist a new business or small employer that is
considering using an employee leasing company. This material is
designed to help the employer ask the right questions in order to
minimize the financial risk to the business and the employees.
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