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118th MAINE LEGISLATURE 

FIRST REGULAR SESSION-1997 

Legislative Document No. 892 

S.P.284 In Senate, February 6, 1997 

An Act to Require Municipalities to Purchase Insurance by Competitive 
Bidding. 

Reference to the Committee on State and Local Government suggested and ordered printed. 

Presented by Senator BENOIT of Franklin. 
Cosponsored by Representative GOOLEY of Farmington. 

Printed on recycled paper 

JOY J. O'BRIEN 
Secretary of the Senate 



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

Sec. 1. 30-A MRS A c. 118 is enacted to read: 
4 

CHAPTER 118 
6 

INSURANCE PURCHASE BY COMPETITIVE BIDDING 
8 

§2260 Insurance purchase by competitive bidding 
10 

1. Insurance purchase by competitive bidd:Y!9_. Except as 
12 otherwise provided by waiver in subsection 2, a municipality or 

county shall purchase insurance by competitive bidding. On each 
14 insurance policy, a competiti~bid must be sought at least once 

every 5 years. To take advantage ~mercial _package policies 
16 in the marketplace, a municipality or county shall group 

qualifying lines of insurance into a single competitive bid 
18 process. Each policy secured by competitive bidding m~~_~ 

issuelL with~3-year policy terJ]L.~L[ .. L __ iLt.bJ,~_~not-possibl~._.....a 

20 commi tment for .3 one-year--PQ.ligy terms with an option for 2 
addi tional one-year policy ter~ subject to ann.ual review 1?-n<;l 

22 adjustment. 

24 2. Waivers. The requirement of competitive bidding may ... _be 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

waived by a municipality or county when: 

~_ In the opiX)ion of the municipaliJ;,~~ ___ QI __ ..-C..Q .. u..J)...J4....-.an 
emergency exists that requires ~immediate procurement of 
inS1J.xan_ce. The emergen_~ may include thEL_.P.!'.il.m.atJ!.re 
cancellation of an exist~policy or acquisition of a ri~k 

that can not be added to an existing policy, including the 
signing of a lease. However, at the next renewaJ,,_ . ......Q.f... the 
poli~ procurement of insurance is suRject~._competitive 

bidding; 

B. After reasonable investigation by the municipality or 
county, it appears that the required insurance is procurable 
Jrom only one source; 

c. It appears to be in the best interest of the municipality 
or county to negotiate for the procurement of an excess 
insurance line; or 

D. The line of insurance is workers' compensati,-",o~n,---",o""-r_",-a",,n 

~mplo~~_Ile...ti..t........ such as life, disability or heal.....th 
46 insuran~ 

48 3. Registry required. A registry of bidders must be 
maintained by the municipality or county. Invitations to bid or 

50 proposals must be sent to a registry of bidders on file with the 
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!!1l!niJ;U .. Q~tL.~ cou~ Insurance ag...eJlts or brokers licensed by 
2 the Bureau of Insurance and public self-funded pools authOJ;:j,zed 

under Title 24-A or TitlL..30-A, chapter 117 desiring to have 
4 their n~ entered-.ruL~sistry of bidder!LJ2hall sl!bmit to llifJ 

!!1uniG.iP-ali~L....QQJJJlty in writing a re~t for such action. __ 1'..he 
6 namlL-QL~der entered in a rggilln_who LaillLJ:o submit .a_big 

on 3 consec]J.t:j..ve proposals -..lil:... invitations to bid may be r~movecl 

8 from the re.g~istry at the discretion of the municipality or county. 

10 h--...C.9.mp..etiti~idding pJ;:ocess. The following multistep 

12 

14 

16 
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,I2.£ocess must __ be~se.d in all co~titivfLbids. 

A._.~.....lsta$..t .. 4 months before the .e...W..£2..t.iruL date .. ~the 
P.Q1J.~. for which bids are being solicited, a 
prequalification questionnair~~ferreg~Q.... ___ . in_ this.. 
p'arQgXaph as~. "questionnair~must be deve..l.Q,pg..d. by the 
!IlMnicipality or CQJ.IDJ;,y.~. the pMrpose of ~q1!.alifying 
Qj..dders. The .questionpaire must contain at a minimum: 

ilJ. ___ Questi9nL._.on the bidder's inSl!ra.nce knowledge£.. 
educational backgrQund, licensing, errors a_nd omissions 
insurance...L experience willi-p'ublic entities, eXLLeriencEi. 
with municipalities or cOMnties apg number of years in 
Qusiness. ~h~es~ionnaire mus~ state t~~ua1ifieg 
bidgers m~be insurance agents or bJ;:Q~er~licensed by 
_the Bureau ~ Insurance or duly authorized public 
~elf-fund~d pools under Title 24-A or Title 30-A, 
chapter 117; 

(2) The evaluation. criteria 
weights to be applied in 
evaluation process; 

and 
the. 

relative scQ£ing 
prequalification 

(3) A statement that bidders are subject to 
prescreening and may not approach an insurer or 
reinsurer until given permission by the municipality or 
count-Y to do so since markets are allocated by ~ 
municipality or county. The questionnaire mMst state. 
that failure to comply with this restriction 
automatically disqualifies the bidder. The 
questionnaire mu~t state that the municipality or 
county reserves the option to require a personal 
interview at any time in the process; and 

(4) The address and contact person to which the 
questionnaire must be submitted and the opening date 
ang time, which may not be less than 3 1/2 months from 
the expiration date of the policy or policies being 
sought. The questionnaire must state that: all 
P.XQP-osals are publicly opened at the date, time ano, 
place noted; a questionnaire received after the date 
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and time specified is rejected,--but retained and not 
evaluated or considered further; and proposals are not 
available fQr inspection until after the bid is 
awarded. The questiQnnaire must state that the 
municipality or county reserves the right to reject a 
questionnaire and does not accept responsibility for 
cQsts incurred by a bidder in the ~aration of a 
questionnaire. The questionnaire must state that 
bidders are notified of the Qutcome in writi~no later 
than 10 days after the closing d~ 

B. In the same time frameL-~he munici~9lity or county shall 
also develop a request for propo§al. The proposal must 
contain at a minimum: 

LLL The line or lines of insurance for which bids are 
being solicited and a clear definition _~:(: minimum 
~..9ver'llllL requi red, ____ ._IDinimllilL. ___ 1 imi ts requi re~. 
deductibles, policy forms and endorsements ... .r..st£Luired and 
pglicy term required. If coverage identical to. the 
expiriQg coverage ~ being sought, a copy of the 
expiring policy or policies and all endoxse_!1lenJ&_~h~ 
enclose~ to meet this reqyjrement: 

iilliJ;t,red, 
locations, 
property, 
.,insurance 

mailing address, natur~of risk, actual 
s che d u 1 e s . ..9 .. L_ b tl,.,ildlJ19 s , bus i :Q._e_S-'i. __ P.e-r s QJl.al 

vehicles or any .. ~~Jll.opertr~QI which 
is being soyght, if applicable; 

ill At 1~ a 3-year and preferably a 5-year 
company-generated ~ __ ~uni 

~j A clear definition of th~_Jiervl.cesL-_.iL---.an~. 

required_of both the bidder and the insureLL 

(5) The minimym A.M. Best ratin.g and financial size 
category acceptable to the municiPal~ty or county; 

(6) The evaluation criteria and relative scoring 
.w;Light§ to be applied tQ the proposal. Cost of the 
insurance coverage must be included in the evaluation 
criteria and must be given a minimum of 50°" of the 
total weight Qf all criteria; 

Jl) The address ~ contact person to whom a bid must 
be submitted and the bid ~ninJL-date_9-nd J;J.~. The 
proposal must state that: _all proposals are publiili 
~ed at t~datet time~d place not~J bids received 
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_after the date and time specified are rejected, but 
retained and not evaluated or considered further; and 
proposals are not available for inspection until after 
the bid is awarded. The proposal must~ate that the 
municipality or county reserves the right to reject a 
bid and does not accept responsibility for costs 
incurred by a bidder in the preparation of a proposal. 
The---px~<;l.l must state that all bidders are notified 
of the outC_Qme in writing no later than 20 days after_ 
tbe bid closing date; 

(8) The name, address and optionally a facsimile 
number of a munic-iPgJ,i_ll-or county contact person to 
whom written questions may be addressed. The proposal 
must state that the munic.,ipality OL county will reply 
.tQ--9:J,lestions S'ybmitted in writing before a specified 
geadli~e w~th_copies of the ~uestions and answers to be 
provided in_writing to all. bidders; and 

~ A statement that the successful bidder mu~ 

!2.resent an. inS1J.ran.J;;JL __ binder to the. municipality~.1:. 
coun.t.Y-..F.jthin~day.s_of . ..tlliLaward and no later than thf;l. 
sUU2_iration date of the existing !2Q1icy. Failure t<L.SlQ 
po disqualifies the award and the award is then made tQ 
the ~xL.J:l.jshe~ksatsu;L bidder whQ was in com!21iance 
with the~al. __ 'rhe_woposal must state that~ 
decisions r~~din~_ award are final. 

C. Each bidder on~e registry of l:!idders must be !2rovided 
~ith ~uestionnaire and proposal 4 months before the 
expiration of the 2Q.~ or policies being sought. Each 
~dder must complete and return the questionnaire before the 
~tated ~ and time as specified in the g:uestionngis_~Q 
addition, a bidder mus~j:,J!_Le in the o.rder of preference the 
insurers they prefer to -solicit on the municipality or 
cou~~ behalf. The municipal~QX county shall then have 
.l~rsons ind~llllgIltl-y_ revieW_fL_.5ly_estionnaire on the basis 
Q.t_ the _~abJ.ished criteria. The reviewers shall document_ 
.the _ scor ing and select all .Jlllalified bidders, but no more 
than the 5. highest-~ated, to participate further in the 
~~ 

P_. __ T~municipality ~_county shall all.ocate to each 
sele.cted bidder at least one insurer _from which to solicit a 
bid. This market allocation must be made on the basis of 
awarding the bidQ.er~JL_f.Jrst ch..Qice_-.-k~he bidder. If there 
is a conflic~Q1L.inc.Ymbenj;, broker is given prefere.nJ;~_ove:( 

tl1~municipali ty or county's incumbent insurer. Allocation 
is then made on the bas~~~ighest-g:ualifying score. Once 
market allocation is complete, a new bid closing date must 
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be set--.i.or 30 days b.fllQ..+~the-lilllicy expiration d.atSl_fo( 
submission of insur~j.M-,-

E. The municipq~ or county~g,ll have 3 persons 
JI!dependently-.-r..eview each submitted bid on the basis_of j;Jlit 

establish~~~it~ria.. The reviewers shallQQ~MID~~~ 

scoring and substantiv~ information that .. ~~ts __ tJ1~ 
scoring and make the g,ward deci§ion. Interview$--ID9~~ 

considered within t~eview. Award must .be made to the 
h ighe s t - r a ted p r opQ§.~.J;l!'QJ; con forms to t~.l?-U!l?O s Cl..~._':ri.e. 
.Q..C 0 res ._lILlJ..Q...t be-Le.Ji.Ol ved __ QIL.. tll~'L_~S i Q.. __ 0 :Llic tQL!L.J; DnS i d.e.r e.d 
~the municJpalit-y or county to serve the .pest .int~rest.Q.._.of 
.the municipality or county. Minor~t.iQJ:;j.on.§ __ not. 
affectiIl,.~--.l;!id-p.r.i~.!LJJ10£SL_t;.han..5~_.after notice ._~awar.d 
are allowaQ and, if agreement cg,n not. l~te_x.fl..;;tched.L-_. the 
proposal may be .. rejected.--.9nd_.JJl.C2. award. made. to the neJct 
highest-J;:ated bidder who is in ----ffi.mpliance with the 
Rroposal. Written records must be kea_.hY._....!tfl.!;;.h.-_person 
review.in..g Qr rankinSLJ2J'.QJ2.osals. The award o;t.-.thfLbis.;"Lmu.$..t 
then . .J::!~.nnounc.~ublicJ,y. ALI, bidders must be notitiE'L(L_in 
:torr i ting no late.];' than 5 days after the award iSilliagfLL._The 
succe§sful bidder shall submit, in g,ccord9nQ~_2iith--t.~~ 

proposal, a written binder of insurance within 5 ~ .. ..QL __ the 
award .and no later than .the SlliQ.ix.atio-D da.t.fLJ;t~he~W_dng 
policy. All decisions .LC2.g:g,rding awards are f.iJlfil .... 

28 SUMMARY 

30 This bill requires municipalities to use a competitive 
bidding process when purchasing insurance. The bill mirrors the 

32 current requirement of competitive bidding for school districts. 
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