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118th MAINE LEGISLATURE 

SECOND REGULAR SESSION-1998 

Legislative Document No. 2197 

. House of Representatives, February 6, 1998 H.P.1564 

An Act to Implement Recommendations of the Joint Standing 
Committee on Banking and Insurance Relating to the Review of the 
Bureau of Insurance, the Bureau of Banking and the Securities Division 
within the Department of Professional and Financial Regulation under 
the State Government Evaluation Act. 

Submitted by the Joint Standing Committee on Banking and Insurance pursuant to the 
Maine Revised Statutes, Title 3, section 955, subsection 4. 

Reference to the Joint Standing Committee on Banking and Insurance suggested and 
printing ordered. 
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Be it enacted by the People of the State of Maine as follows: 
2 

4 PART A 

6 Sec. A·1. 9·B MRSA §232, as amended by PL 1997, c. 182, Pt. 
C, §§1 to 7, is further amendeo by amending the headnote to read: 

8 
§232. Removal or prohibition of officer or director 

10 
Sec. A-2. 9-B MRSA §232, first 1r, as amended by PL 1997, c. 

12 182, Pt. C, §1, is further amended to read: 

14 The superintendent may remove any officer or director of a 
financial institution organized pursuant to this Title or any 

16 officer of a branch of an out-of-state financial institution 
authorized to do business in this State or any officer or 

18 director of a financial institution holding company, in 
accordance with the procedures and subject to the conditions and 

20 limi tations set forth in thi s section. TIllt. superin~ndent may 
pX.Q.hibit an oUker or Jii.t:.~tor of a financi.aL_insti~Q1l-,-

22 ~inancial institution holding C9~~ny or b~~h of~ 

out-of-sta~ financial institution fro~rticipatin~i~nY 
24 IDJm.ner in the condYct of the ..ailaiu of a f1na~l :i.pstit.1!.tiJm.,,_ 

il~ncial ins..:t.i..tY..t.l&n holding CQIDP..anY. Qr branch of an 
26 Qut-of-state financ~ institution if _ the __ ~rintendent 

.d.e.t.umines th~~tiruLi~.s;;essary for the -lll'-.otection of 
28 tl).e public, ~~nci~i~titJ.Lti~m, finan!:Lia.l...-.in9Jdt...utiQ.n 

holdin~ company or QJ,J,t-of -s..t,ate financial ~t.i.t..Y..tion or the 
30 interests of the institYtion~_~PQsitors or creditors. 

32 Sec. A-3. 9-8 MRSA §232, sub-§l, 1r1rB to D, as amended by PL 

34 

36 

38 

40 

42 

44 

46 

48 

1997, c. 182, Pt. C, §2, are further amended to read: 

B. By reason of the violation, practice or breach of 
fiduciary duty described in paragraph A: 

(1) The financial institution or financial institution 
holding company has suffered or will probably suffer 
financial loss or other damage; 

(2) The interest.s of 
depositors ~_~i~s 
could be prejudiced; or 

the financial 
or t~~ 

institution'S 
have been or 

(3) The officer or director has 
gain or other benefit by reason 
practice or breach of fiduciary duty; 
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C. The violation, practice or breach of fiduciary duty 
described in paragraph A involves personal dishonesty on the 
part of the officer or director or demonstrates willful or 
continuing disregard by the officer or director for the 
safety or soundness of the financial institution or 
financial institution holding company: aBe 

D. In the opinion of the superintendent, that officer or 
director has evidenced personal dishonesty and unfitness to 
continue as an officer or director of the financial 
institution or financial institution holding company by 
conduct with respect to another business entity that 
resulted, or is likely to result, in substantial financial 
loss or other damageT~ 

Sec. A-4. 9-B MRSA §232, sub-§l"E is enacted to read: 

E...---1'...b,!LQH·ke.LJlL-.d.ir~t_Q~ __ ~n remo~ or p.I.Qhiliit..e.d 
tram participation in any manner in the conduct of the 
.a.f..f..ai.XJ;;--1LL the fin.a_p.~~stitution by the appropriate 
~deral banking agency. 

Sec. A-5. 9·:8 MRSA §232, sub-§8 is enacted to read: 

~~~Qhibition on p~rti~~ion in banking indust~ 

AJL-P{ti.ceL_J2LJ~U.Le_~t9_r_ID.ay ___ be __ pxoJJ.iJ;!i.t-rul.--tLQ1!L_.PQr.~p~Ung 
the banking industry in accordan~e with the followin~ 

A. Any officer or director who. pursuant ~~~~ 
.u1illej:"---.-.J;:._hi!L_S...@~Q]1, has~D_r...e.moved from offi~_.i,~ 

.f i nQlli;. i ali ~tit.Y.tiQ.nL ........ ~tuJ~.:::.QL::..ll.a t.e_ti nand a 1 illei tit uti 0 nor 
financial ins~itution holding comPan~ prohibited from 
P.9J;:t..iclQ.a.tJ,ng........l~.th~L.......c..QnQ..Jl.,ct Qf the affairllL.......QL a financial 
.i1H.ititutiQ~ out-Qf-st..Q.!;& financial institution. OX 

tJnan.c.i.al inst.i..t.u.t.i9..:Q........hQ19i_Xl9 __ CQ.rDPJ~·ny may no..t;.. while Ji!u.ch 
Qrder is in effect. continue or commence to hold any office, 
QL'particip~_Q~mannex.......in the conduct of the a(~~~ 
Qf any financi.Q.l. insili.JJ.t.i.®.....L--.9 ....... ut-of-state financial 
institutiQn or financial institution holding company. 

B. If, on or aft.~e dat~_i:m.~S issueg u@.e_L~j.s 
sectiQn that removes from office an officer or directQr or 
Nohibits an of6cer or director from--participating in the 
con@c~.t __ .the __ af.f._a_i_I.:.1L __ QL_j~ny fina.J:l.J,;:ia .. L ........ j,Jl .. St.i..till;j . ..o.nL 
Qut-of-state...........finan.c.ial institution or fina..ru;;ial institution 
holding .. _CQ!!lJ2..Q...ny~_prder is modifi~d, terminated QL.......S.~....t 

asige in a~~~th subsection 6, then the prohibition 
j.JnpQ.e;jt(~L_in __ t@;:a-9.Laph A mUJLt be similarly modified.... 
terminated or set aside. 

Sec. A-6. 9-8 MRSA §468, sub-§l,'C is enacted to read: 
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4 

~~AJ .. Ulla~b.~t.l!~_!iamJL-'D.!itiLnin~.s-9'iyen in s....e~tion 
131, subsection I-A, except that a subsidiary of a financial 
ill£titution is not an affiliate of that financial 
iruLt.itution. 

6 Sec. A·7. 9·B MRSA §468, sub-§6, as enacted by PL 1997, c. 
398, Pt. I, §40, is amended to read: 

8 
6. Rulemakinq. The superintendent may, by rule or order, 

10 define or further define terms used in this section and establish 
limi ts I requirements or exceptions to this section other than 

12 those specified in this section, if the superintendent determines 
such action is necessary for the protection of depositors or the 

14 public and is consistent with the purposes of this section. ~~ 

ill.l:Ltitutions. organiz~.Jiiuant tQ PaLt 12, the sup..ft!:inte.rule..n..t. 
16 m~L-by rule or Qrder, define or ~her define the terms used in 

.tb.iJL.Jiiru::j:.ioXL~.stablish limits, re.guir.ft!!l~J1t~.-JL~.i.Qll.lLtQ 
18 ~~~~Qtber than those spe.cified in this section, if the 

SJ).-p~rintendent._Q&!;..erJDJnu that such action is consist.ent with the 
20 ~rs and limHatiQns accorded institutions organizeQ pursuant 

.t.~t 12. Rules adopted pursuant to this section are routine 
22 technical rules as defined in Title 5, chapter 375, subchapter 

II-A. 
24 

Sec. A-S. 9-B MRSA §U24, sub-§6, as enacted by PL 1997, c. 
26 398, Pt. J, §2, is amended to read: 

28 6. Provisions inapplicable. The following provisions of 
this Title are inapplicable to merchant banks: sections 223, 

30 316-A, 439-A, 445, 446-A and 465-A and chapters 33, 37 and 42. 
The limitatiQns Qn the holQ~ng of equi~ecurities and the 

3 2 pJ.1,J:.chM~Q.L.Jiip.eJ;;.!U.a.t.i~S..ELCJJ,xj_tJ e sJ __ eg;.l,d .. ~i..e.J.L~nd ventp.r e -.-Cap.1, tal 
investments contained in section 419, subsection 1 are ~ 

34 inapplicable to merchant banks. 

36 PART B 

38 Sec. B-l. 24·A MRSA §228, sub-§2, as amended by PL 1973, c. 
585, §12, is further amended to read: 

40 
2. Such person examined shall promptly pay to the 

42 superintendent the expenses of the examination upon presentation 
by him the superintendent of a reasonably detailed written 

44 statement thereof. AllY-in~rer with tQt~mitted assets as of 
.th.e..._en.<;'LQL_t..n(;L-P.Le~eging_.J~.alenQa_L.,¥_~Lq~<LL$5u.......Q.QQ.<Jli1Q.~L_g:r:e..a.te.~ 

46 !Jl1!.st comply with this section in· s~action of the examinatiQn 
.a.s. ses amant ...... 

48 
Sec. 8-2. 24-A MRSA §22S, sub-§3, as amended by PL 1975, c. 

50 467, is further amended to read: 
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2 3. Except that in lieu of payment of examination expense as 
above required, a domestic insurer shaJ,J,-hav9 with total admitted 

4 .aSJH:LtA-_Q.L.J...eJ:LLJ:...l).aJl.. __ $_5.0_,JLOQ--LO_Q~.l.HHi the right, at its option, of 
making an annual payment to the superintendent of an examination 

6 expense allotment in an amount equal to .001 of its total 
admitted assets as of the end of the preceding calendar year, ana 

8 which paymen'=-shaJ,J, !D.1!ll be made on March 1st with the filing of 
the insurer's annual statement with the superintendent; or, if 

10 the insurer's admitted assets exceed $10,000,000, but dQ-----1l&t 
~~eed $50,000,000, the insurer shaJ,J,-have ~~ the right, at its 

12 further option, to pay to the superintendent with respect to any 
examination the lesser of: 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

A. The expense Qf the examination as determined pursuant tQ 
subsections 1 and 2 above: or 

B. Anam..l.Y£I,), amount equal to .001 of the first $10,000,000 
of the insurer's admitted assets plus .0002 of the remainder 
of such assets, limited, however, to insurers whose admitted 
assets do not exceed $25,000,000 as such assets are shown by 
the insurer's financial statement filed with the 
superintendent for the year-end next preceding the 
commencement of the examinationL-9~ch paymen~ to be m~~Qll 
March lJiLwitJL~l:!~ fiHJ19 of the insurer's annual stQt.~.nt 
with the superintendent: or 

C. If the admitted assets of the insurer exceed 
$25,000,000, 12~~LJ_K~$50,00Q,QOO, an annual 
payment of an examination expense allotment ef--J,.,t.§ of an 
amount equal to .001 of the first $10,000,000 of the 
insurer's admitted assets, plus .0002 of the next 
$15,000,000 of such assets, plus .000175 of the remainder of 
such assets as are shown by the insurer's financial 
statement filed with the superintendent for the preceding 
calendar year. S~eh 1~ payment shall !D.1!ll be made on March 
1st wi th the filing of the insurer's annual statement wi th 
the superintendent. 

40 Sec. B-3. 24-A MRSA §2016. sub-§l, as amended by PL 1997, c. 
457, §37, is further amended to read: 

42 
1. Each B!'ekeI' m:Qdu~r wi th ~lJ.ls lines authQr.:tty shall 

44 maintain in the B!'ekEHi'!.s producer I s off ice wi thin the State a 
monthly report showing the amount of insurance placed for any 

46 person or Qrganization, the location of each risk, the gross 
premium charged, the name of each insurer with which the 

48 insurance was placed, the date and term of each insurance 
contract issued during the preceding month and any other 

50 pertinent information required by the superintendent. The report 
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must show in the same detail each contract cancelled during the 
2 month covered by the report and the return premium on it. The 

monthly report must be made available to the superintendent for 
4 examination at the sl!'ekel!'.!.s PULd-.JJ~tl.~ office location in the 

State at any time or by delivery to the bureau upon 5 days' 
6 notice by the superintendent. 

8 Wi thin 45 days of the end of each calendar quarter, the Bl!'el£el!' 
l;u:Q.Q~er shall pay to the 'J;l!'eas\:l.f'ef'--e;l;--Sl;,al;e ~j;l,I.tment of 

10 .Mlffi.inistx:~t.i9.1Lap.JLXi1;l.an~.ial Service.s..~jLau of Revenue Services 

12 

14 

3°'0 of the difference between 
premiums reported for the 
preceding calendar quarter. 

the gross 
business 

premi ums and the return 
transacted during the 

Sec. 8-4. 36 MRS A §2513, first" as amended by PL 1985, c. 
16 783, §ll, is further amended to read: 

18 Every insurance company or association wR~eR ~hQt does 
business or collects premiums or assessments including annuity 

20 considerations in the State, except those mentioned in section 
2517, including surety companies and companies engaged in the 

22 business of credit insurance or title insurance, shall, for the 
privilege of doing business in this State, and in addition to any 

24 other taxes imposed for such privilege pay a tax upon all gross 
direct premiums including annuity considerations, whether in cash 

26 or otherwise, on contracts written on risks located or resident 
in the State for insurance of life, annuity, fire, casualty and 

28 other risks at the rate of 2% a year. Every sur~.~JUn~~ 

ins.ll....utL~J;._Q&e.s.._b.ill>iMJiJ;L or collech premj,J)mt'L- in tll...e--.s.t&t.st 
30 shalL for the privil~e~L~~n~,in thi.!L.S.!&t.e ___ and in 

.addition tOaIlL-Q.ther t.a~.suLi!!lP-O~---.-f.9X such !ll'iY..i.L~J?--AY- a tax 
32 JJP.Q.P all gI.Qll dir_~GLlle_miuffi~J'!ll.llheL in cas.h_.QL_Q..t.heS.Jiilifil-<_Qn 

.G.ont.iltc.ts writ.tf!n on riS.k~C9Y~~.L~sident in the £t_i;Lt.e.~ 

34 thJ;L....I.aJ&L~_!..~iL.Yeax-'---'Ille tax must bliL.-p--aid by the inS1JLex.-'-S. 
lJ~ed-PLQ~er with surplM line~~rill---p-ursuant to Title 

3 6 .? 4 - A .. L.s...e..G.t..iQn ___ 2 0 16 , 

38 PART C 

40 Sec. Cal. 32 MRSA §l0313, sub-§l, 1[8, as enacted by PL 1985, 

42 

44 

46 

48 

50 

c. 400, §2, is amended to read: 

B. Has .iDJ:..e.nti.ong.J . .lL--Q..r knowingly 91!'·-w-iJ.J.f1:l.Hy violated or 
failed to comply with a provision of this Act, a predecessor 
Act or a rule or order under this Act or a predecessor Act, 
the United States Securities Act of 1933, the United States 
Securities Exchange Act of 1934, the United States 
Investment Advisers Act of 1940, the United States 
Investment Company Act of 1940 or the United States 
Commodity Exchange Act, or the securities law of any other 
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2 

4 

state, but only if the acts constituting the violation of 
that state I s law would constitute a violation of this Act 
had the acts taken place in this State; 

Sec. C-2. 32 MRSA §l0502, sub-§5, as enacted by PL 1985, c. 
6 400, §2, is amended to read: 

8 

10 

12 

5. Burden of proof. 
administrative proceeding under 
an exemption or any exception 
person claiming it. 

In any civiIT---GFimiaa± or 
this Act, the burden of proving 
from a definition is upon the 

Sec. C-3. 32 MRSA §l0604, sub-§l, as amended by PL 1991, c. 
14 548, Pt. D, §8, is repealed and the following enacted in its 

place: 
16 

1. IJ'lteg..tio.~:L2L-~D.mfi_~latM)D.. A p!lisan is guilty at 
18 t.hL.cnmLQf viala.t..in~~.-R.e..Yis.ru;LJ1aine Securities Act ~ll 

~rson inten~~y or knowingly violates: 
20 

22 

24 

26 

A. Any provision of this Act, except section 10~ 

S, Any rule ar order af the administrator under this Act: or 

~e.ction 1.0,04, knowing the statement made is false ru: 
misleading in any material r~~ 

28 Sec. C-4. 32 MRSA §l0604, sub-§4, as enacted by PL 1985, c. 
400, §2, is repealed. 

30 
Sec. CDS. 32 MRSA §10604, sub~§§6 to 8 are enacted to read: 

32 
~ __ • __ C_l..J;\J:;..!i_k_c:;!~j._~. A violation of the Revis~aine 

34 S.J;1curities Act is a Class C crime. 

3 6 1.._~g.J~.~_. __ Wlte.n a pe r son purJiUJ.a.n..t........t.O one scheme Qr cQli.S e 
9J~_~.9_~tL.---lihe.tlJ.e.L....YllQ~._....s_ame_P..e.rJ3~~s_e.Ya(.Q~rSQilliL. 

38 e.ll9.-ag.e..L.Jn frau..Qill.ent or other prohibited practices unger 
..s..lli2c_llim.ter II~.ngQ,9S!.s in unl.IDT~.t.ilm.s..actions of busi.nes.L.QI. 

40 other unlawful conguet under subchapter III or engages in 
1LnlJ;!,K~Q.Ite.rs ~J'lll ar purchasL.....Q..r unl.p-wEul sales or 

42 pu_Lc..hase...s-.J)._n.d.eL.......S_u~~S!x __ ~.t_~tate may opt for a sJ...ng)e. 
Class .~~nt ang, in that cireumstan~prQsecution ma~~ 

44 !:lx-ought in any venue in which one or more of the unlawful~. 
:wliSL..GQ!lli!litted. 

46 
.§~ffi:gpj;lt..i.Yg--.del.e.I!H. In aDL_c.dminaJ. prosecution, an 

48 .eKemp_tio.n or anL-exc.gptiQn from a gefinition un~his Act must 
be proveg by the gefendant by a preponderance of the evide~ 

50 
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This 
Standing 
Bureau of 

SUMMARX 

bill implements the recommendations of the Joint 
Committee on Banking and Insurance's review of the 
Insurance, Bureau of Banking and Securities Division. 

8 Part A implements the recommendations relating to the Bureau 
of Banking and does the following: 

10 
1. It authorizes the Bureau of Banking to bar an officer or 

12 director removed from a financial institution or holding company 
from working for special purpose financial institutions, i.e. 

14 merchant banks, nondepository trust companies and uninsured banks. 

16 2. It makes technical corrections and changes to the 
statutory provisions authorizing the establishment of a merchant 

18 bank. 

20 Part B implements the recommendations relating to the Bureau 
of Insurance and does the following. 

22 
1. It transfers legal responsibility for the collection of 

24 insurance premium taxes on surplus lines insurers from the Bureau 
of Insurance to the Department of Administration and Financial 

26 Services, Bureau of Revenue Services, formerly the Bureau of 
Taxation. 

28 
2. It clarifies the requirement that Maine domestic 

30 insurance companies pay an assessment to the Bureau of Insurance 
to reimburse the bureau for the costs associated with financial 

32 examination. 

34 Part C implements the recommendations relating to the 
Department of Professional and Financial Regulation, Bureau of 

36 Banking, Securities Division and does the following. 

38 1. It updates the criminal penalty provisions of the 
Revised Maine Securities Act and brings them in line with the 

40 current class system for criminal conduct under the Maine 
Criminal Code. 

42 
2. It provides authority to the Securities Division to 

44 bring an. action involving multiple violations in any county in 
which any violation occurs. 

46 
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