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Presented by Representative CARLETON of Wells. (GOVERNOR'S BILL) 
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Be it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 24~A MRSA §3701, as amended by PL 1991, c. 885, Pt, 
4 C, §l, is further amended to read: 

6 §3101. Purpose 

o The Maine Employers' Mutual Insurance Company is established 
for the purposes of providing workers' compensation insurance and 

10 employers' liability insurance incidental to and written in 
connection with workers' compensation coverage to employers of 

12 this State at the highest level of service and savings consistent 
with reasonable applicable actuarial standards and the sound 

14 financial integrity of the company. It is also the purpose of 
the company to encourage employer involvement and to be 

16 responsive to each division's experience, and 
operating effectiveness. 

HI 
Sec. 2. 24mA MRSA §3702, as enacted PL 1991, c, 

20 885, Pt. C, §2, is amended to read: 

22 3. Division. "Division" means an indus or 
grouping as established under section 6nJ .l.U'=A. 

24 
24~A MRSA §3703, :§ub~§l, as: amended by PI. 1995, c. 

26 551, §4, is further amended to read: 

28 1. Workers' compensation. The company shall 
workers' compensation insurance and employers' liability 

30 insurance incidental to and written in connection with wor.kers' 
compensation coverage to employers in this State. The company 

32 may not write other lines of insurance. 
w~ i: t;e - -I'e-i~s.u-l'a.n·ee- -G-r-. -e-~s-s- - illS R~ 8.IlBe v 

34 :\fiL~.rl;>' cOf!lpensation ~..runployers ' .liabili-t:y insurance written 
.b~j;.JJ,.J'U_irui1Jj:' !:H' s t.hQ..t.. ar e ~Q..ve ri....ruL--2..u t.=.91".3. tate empj,~e....~JL..._o f 

36 MJ,~,ine-.bQ.Jirul_J!ID~~!il, ara insl.U:eQ.~thfL....C.~Y.L For the 
purpose of providing insurance to Maine-based employers operating 

38 in other states, the company may apply to appropriate regulatory 
authorities in those states for authority to write workers' 

40 compensation and employers' liability insurance for Maine-based 
employers' operations in those states. YBI;;;i,;!,--~,--€4i)fI~--aas 

4. 2 99 t; a;i, IlElS - -t:he- - -&tH:'-p-l-u-s- -- ~-t£e-l'w-i£e- -FeEjR,i HIe - -Q-~F- - -thl-s- - T-i-t-l-e- - f e l' 

e as 1:1 a ± t; l' - --i~-<HK!-e- -eeml~H~Bi-es r - -the- -GGl1'Ip&B-y - m.u-s-t- -t.'-&<m,i>v<e- -, a ElP M.' 9V a ± 
44 ~ Fem- -t£e- ~--i-nt.-e-nQ.e.n.t;" -be-f·<;}l'-& - as 1';1:18;1, ;1,1'- W-l'-i-t-i-l'l~- -po-l-i-o-i-e-s- ·,i-B- , .. 13 aea 

eli;aeF-stat;ev The~mpany m~~~a~~uire subsidi~~~sure~ 

4 6tkHtL~.d te_wQ.:,;J$:.E1U ' cOlIlp,e.n..s..2-.. tiQJL __ i_!}Js.J!J:' anc!L.._ an~;"L~!l1.p..l9-Y_ex.s-'-
liabili~~~urance QnlY-iP otner jur~dictions. 

48 
Sec. 4. 24~A MRSA §3703, sub g §4, as enacted by PL 1991, c. 

50 885, Pt. C, §3, is repealed. 
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2 Sec. 5. 24·A MRSA §3703, sub-§5, as enacted by PL 1991, c. 
885, Pt. C, §3, is amended to read: 

4 
5. Composit.ion of the board. The board consists of up to 

6 ;1,6.9. members. Niae Six members must be officers, director~ 

~!JlllQY~--p.aJj;.Jle~Ji __ Q.+._.1DJ~mb~~~. ___ QJ: policyholders who purchase 
8 workers' compensation coverage from the Maine Employers' Mutual 

Insurance CompanYT--eH€e~~--k~-~~--~~&b&~--app~ia&m~aG--may 

10 ia81~ae--~~~~--~--ha~e--~~£eAasea--~~--~~--Ghe 
we~*e~s~--8empeasaEiea--~esia~al--ma~*eG---meehaaism. ~h~ee Two 

12 members must be persons who represent the public interest of the 
company and must be appointed by the Governor within 30 days 

14 after a new board member is authorized or a vacancy occurs, 
subject to review and app£eval cQmme:Qt by the joint standing 

16 committee of the Legislature having jurisdiction over banking and 
insurance matters. The designated committee shall complete its 

18 review aaa-~~~~-app£eval-~-~~-appeiatmeaEs-~-~~-Geve£ae~ 
within 15 days of the Governor's written notice of appointment. 

20 If the designated committee fails to act within the required 15 
days, then the appointees put forward by the Governor become the 

22 requi red board membe r s • Ii:Heep(;- -f-G-F_-~~ - -i-n-i-t-i-a-,l- - £e.,le€-t-i~H:I.--e f 
bea£a-~~-~aae£-~~~-4T-~-aivisiea-~-establishea 

24 J:Hu's~aa(;-·~e-~~-3-7-:t.J--m-bl-s-t;.-RaVe-efl.e--membe-r--on--t.he--eea£a... One 
member must be an at-large policyholder member elected by the 

26 board. The remaining board member is the president and chief 
executive officer who shall serve on the board of directors while 

28 employed as president and chief executive officer. 

30 A member of the board wRe-46-~ek-~~~4-~~~~-the-aivisieRs 
as-speei~iea-ia-seeGiea-6+1a may not be a lobbyist required to be 

32 registered with the Secretary of State, a service provider to the 
workers I compensation system or a representative of a service 

34 provider to the workers' compensation system. 

36 Sec. 6. 24-A MRSA §3703, sub-§§6, 7 and 9, as enacted by PL 
1991, c. 885, Pt. C, §3, are amended to read: 

38 
I). Terms. ~Re--i~-i-t-i-a.J.- -t-e-r-ms-~~ -ERe-he-a_£.a--o-f--d-i-I'!'-9Gt;.G-F_S--iUe 

40 s~a~~eFeQ-~-~--yeaFsr-~-yea~s--~aG-~-yeaFT--~~-k~-iRi~ia~ 

Qivisiea--~~i-G~~~F-S-r-~-£~-£¥~--6-yeaF--~~r-~-~~-£¥~--d-yea£ 

42 ~eFms-~-~-~~¥~~~--yeaF--~e-£ffi6~---~-4a4t4a*-~~~-ia~e£es~ 

memBe£s-~~~~~-~-yeaF-~e_£m7-~-~-~aF--te£m-~~-eae-yeaF 

44 te£m... A full term .Qn the board of dire~ is 3 years. An 
individual may not serve more than 2 consecutive full terms as a 

46 d ire c to r ~ x G.ep.t.-..Lo r tb.~~i~_nt.._~1J1~L..c.hie f ex e..c.JJ..ti.v..e .. _Q...f fige.~ . 
All members shall serve for the terms provided and until their 

48 successors are appointed or elected and qualified. 

50 7. Corporat.e governance. The iR:i~:ia~ board of directors 
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shallT-~-~-eF~aRiBa~ieRal-~~~~~-tRe-~-~-eemple~e 

2 e~~aRi~atieRr adopt bylaws consistent with section 3359. The 
bylaws must provide a schedule of meetings and rules specifically 

4 relating to the conduct of meetings and voting procedures. 

6 9. Nominating committee. The board shall create a 
nominating committee. The nominating committee shall present to 

8 the board nominees for the at-large gnd the policyholder board 
member pesitieB positions. 

10 
Sec. 7. 24·A MRSA §3704-A, as enacted by PL 1991, c. 885, Pt. 

12 c, §5, is repealed. 

14 Sec. 8. 24-A MRSA §3707, sub-§l, as enacted by PL 1991, c. 
885, Pt. C, §8, is amended to read: 

16 
1. General authority. The board may perform all acts 

18 necessary or convenient in the exercise of any power, authority 
or jurisdiction over the company, either in the administration of 

20 the company or in connection with the business of the company to 
fulfill the purposes of this chapterr--9Ksept--as--a_ReFwise 

22 pFeviaea-te-tRe-aivisieBs-QRae~-seetieR-611d. 

24 Sec. 9. 24-A MRSA §3710, sub.§l, as enacted by PL 1991, c. 
885, Pt. C, §a, is repealed. 

26 
Sec. 10. 24-A MRSA §3712, as amended by PL 1995, c. 560, Pt. 

28 G, §9, is repealed. 

30 Sec. II. 24-A MRSA §3712-A is enacted to read: 

32 §3112-A. _Divisions 

34 1. 1;r:!~~hl.~t;r.:Y-<Yl~~!lg~.",p!J._~i.Y.isj,9.ns • __ Tb.!L...QQmpa-lli':-_~haJJ, 
maintain inJiy~ or geographic divisions GQnsisting of genergl 

36 il].@£ry grQupinglj>. The industrY-.9~eogrgphic divisionLJillgJ.J,. 
9S1vL~the bQard_~l1..~~~Jnp!msatiQn~uraI!.Ce issues ot. 

3 8 iro.PQx..t.anc~tQ.~hQJ~JL-.in.P us t r i e s 0 r -----9"~QQ.:t.QP1Li~~:r;_~a.s_ ... __ Th.e. 
gJ,visiQns m!aY--Pili.al.leJ ingustry grQup.L.i~ifie.!i.Jur the S~~ 

40 ~ i ~g£.niMti.Q1L-.lULJ.le.f. i neg ins e c.t ion 2 3 Sl-C . A s e.p.a.r a_t& 
high-risk givisiQn mus~~sQ be cregted gng maintgined as ~fined 

42 in subsectJQn 3. 

44 

46 

NQ.L..!IlQ.r.fL.....than 30 Q~af.t...e.~tl:lJL...g§_tigJ1nLe..!1L_...tQ--.a divisJ..Q.!1.L_Q. 
P9~icyhold~ mgy in writing appeal to the bureau on that 
assignment. 

48 2. Cb_cmgg.!';~i!L._qiyj,j!,iQ!ll? Wl.t..L...tbe----.aPQroval Q~tlJ.~ 
$l,l11-ft:tintendent, the board may change---.t.he configuration of ~ 

50 givisiQn~. 
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2 J_o __ !ll.-9h-risk gj_v.ij;ion. The high-risk division is subject 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

to the following~visions. 

b_. __ An_..emp.l~YJtLJn.u~LJ)JL.-pl a~e .. Li .. n._.the_hlgh - ~-.i.slL~~.Yill_QIL.j..f 
the employer has at least 2 lost-time claims, each greateI;: 

.. th.alLJS..l_~..Q.Q .. o..........a...n~_ .. 1os~Ulti.o-9.rJu.\..ter than 1,0, over the 
last 3 y~ for which data is available. 

B. The __ :QQ.ili~iJ;, .. h the apP .. :r.9-y .. al of the SlJP.e .. rintenden0_IJJ.QY 
m~iiy the e~inllity s~ndards for the high-risk divisionL 
if tho~~dards limit those in the division to eroployers 
who have me ali lJri.\.lLly adverse loss experience, have a 
.r..e..l.at.iYJLly-high claim :e.r.e .. qJ.!Jmcy re...cord or hav!iL..d...e...f(l_Q.n....~.t...~e.Q 
glL attitude o L-J;?...r..a.c.tice of noncompliance with reasonable 
~fety requirements or claims management standards. 

~~!.~lity requi£~1i must be applied an~~l.~~~ 
PQl....icy renewal date or, if the necessary claim history is 
not available at that time. 30 days after notice to the 
insured. 

p_-----Qe..QJ.tG.tilil..e..li...in the high-risk division are slJbject to 
.th.i.Lparagraph. 

LU A de Qill!J;jJu e ap.Plie.....s"'----"t..."o'----"'a""l'-"'l~__"<c_"'o'_"v .... e""r_"a""g."e'____=f..><o r 
QQl~~Y-QQlde~~n th~_ high-riRs~k~d~i~v~~~·s~io~n~t~h~a~t~£m~e~eut'__~th~e 

following qlJalifications: 

U.> A net am.H!..al premiwn of $2Q,QQQ 
.li.ubject to adjlJstment, PlJrsuant to thh 
in the--.S.t..ate; 

or more 
section. 

(b) A premiwn not subject to retrospective 
rating; and 

..LcJ The pQlicyholder' Ii threlihold loss ratio is 

.l........Q or greater. 

.1h .. e .. _ .. d..e.d lJG.....t ibJ, .. e---.i_s_$J'L ... QQLa c 1 a im bJ.! .. L....9ppl.i..e...§. __ QD .. l.z-tQ 
wage loss benefit.s........paid on injuries occurring during 
.t.he year of coverage. The SlJ!T\ of all dedlJctibles in 
one year oL.....c...overage may not exceed the lesser of l5~ 

QL...n!r.Lt. anI)Y~.L_p.Qymept for coverage or $~.QQJL~C',ti;.h 

l.9.....§...L..t.o.....Jolhi .. G.p a dedlJcJ;:j.];>J...e........appli~ must be paid in flJll 
by the company. After th~ear of coverage has 
.. e...~pir~d~h.e.......pQ~h.Q..lder shall reirnblJrlie the compan-y 
the amount of the deQuctibles. This reimblJrsement is 
~qi~e.re~~gyment for coverage for purposes of 
cancellation Qr nonrenewal. 

Page 4-LR3337(1) 



2 

4 
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10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

1l.n.l.ruis otherwise 9~ted upon as proviJi~or in 
subsection 2, besinning OctQber 1, 1996, the board 
Ji.!lg,J, .. L...9.QjYJtt.L_.91lIly.§d._],y-<--.t..lltTL:I! 2 O-,.QJd_Q.PJU'U)e.J1L QJ_C.9Y.e~Q.g~ 
.level es.tal;>J ... i.£hed jn._t.hil~bs~t.ion to reflect any 
change in rates for the high-risk division and any 
.ctum9e..jIL~a.9!Lleye;l9_in-.th.e. precedi.ng calendar Y~a.L.. 
Ql.~~n wage levels are determined by reference 1& 
.cIumge.s........in th..~...te ave£Q...Q..e weekly wage, as comp1!ted 
by th~~~tment of Labor. Any adjystment is roynded 
QU to the nearest $1,000 increment. 

( 2) For policies eff~...c.t..i ve on or after Janyg,J~ 

1..2..94, the board 1)1....9Y- modify. with the app.rQval of thSl. 
ru.merintendenL the........m..andatory deduc..t..i.QLe element...!L...-Any 
moJl.j.fication or elimination of this rating fegtyre mus...t. 
~~r the in~t.iv~~act on an emp;loyer, the 
~o!!.I~_lL:um~.ss of thfLJ..e..tained cost relatiV~Q-.the. 
claim history, safet.Y--record or claims management 
prQ£..t.~ of impac~e..IJJ.P.J..QY.!tl'S and the ~bility of 
employers of all sizes to. absorb these costs. 

E. The board may file. with the s~int~e.IltL 

~~spective rating plans that, after ~~L--illQY be 
.impQS ad OlL __ iID-.eIDpJ...9ye r wi th._~~.mQ...IlS..t.LQ.ted re G.ru:Q.._Q.f. 
repeated seriQ!l....§ violations of workplace health and safety 
ll.le~.....9.,nQ...J:..e...9J!.19...t.j..QmL.sY.~h.._~IL..thQ.s~........9.dQP te d und~x.--.l'.i t.l_e.....£Q L 

chapter 6 o.r 29 United States Co.de, Chapter 15, whichever is 
applicable. 

F. The bo_ard shall develop and file witb __ ._ttH~. 
32 .s.YPSl..Lint!tlL@..nt.. and, -.-if not disapproved bY.--the. 

.§.Yl2-erintendent, make available to policyholders on......Jl, 
34 volyntary bas~retrospective rQkin9-Plan~ 

36 ~Diyi.aiQ~Lj1~vis2Ty_J~Q.a~~~. __ E.9.,i!.tL_divi.sion, except fQ.L...the. 

38 

40 

42 

44 

46 

48 

50 

high-risk division, has its o.wn advisory board. 

A. Each advisor.Y-Qo.a.il'LmysJ;, __ ~_Q.IDp.9sed of repLe..s.s1lltati'Le..s 
of policyholders and employees of the policyholders of the 
division. 

B. There may be up to 9 advisory boarQ.._Il]~!Tlb~J:.!i for each 
givision, with a ratio. of 2 members selected by the 
p.Q]..Lcyhold.Ili.§..~i.t.hi.n-.the~i vi.s..iQJ.L.....t..Q_Jil..g,ch_J!l~J]lP_e..L. wh.Q......j,.~n 
S!mp~_.....s.tl~e.Q from emplo"'yees of the Po.licyholders wiJ;J).in 
~hS! division. The ~~_sident, with the approval of th~ 

b~~ shall e$_tablish procedyres for the initial and 
..slJ.b.s.~.<:;men_t __ s.e.l.J~.ct i9n __ Q..f __ ac;lv.i..s.p ry bQa.J:~_memb'!U'J'1.,-___ ~md 
l?_rocedures for the filli!!.g_QL.....Y.a~_ancies and replacements.,
Terms .are for 3 years on a staggered basis. 
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16 

18 

20 

22 

C. Each advisory board shall .elect a chair. 

D. Each advi~_Qry board shaJl hold regular meetings and 
advise the board in the following areas: 

(1) WOrWj~~Lsafety trainil15ll 

(2) Claims administration and adjusting£.. 

(3) ~liance with advisory board performance 
standards: 

L~~Pe.hl.t_.and_Q.Legit plans reflec..ting member saf~ 
programs and experience: 

(5) Policyholder grievances; 

(6) Premium audits: anQ 

iLL Any other issu~s of concern to the advisory boarg. 

Sec. 12. 24·A MRSA §3713, as enacted by PL 1991, c. 885, Pt. 
24 c, §8, is repealed. 

26 Sec. 13. 24-A MRSA §3714, sub~§§I, 2 and 5, as enacted by PL 
1991, c. 885, Pt. C, §8, are amended to read: 

28 
1. Separate accounting. In addition to the financial 

30 reporting requirements applicable to the company, there must be a 
separate accounting of each division by fiscal year to the extent 

32 Nacticable. These financial statements must be based on the 
premiums collected and earned, claims paid and incurred, expenses 

34 accrued or allocated, investment income allocated to and any 
other financial items that are associated with or allowable to 

36 each division. 

38 2. Rates. Rates developed and filed by the companyr--a.Bel 
Eae-~~~~~&~~ia~-aBalys4s7-~--eeasiae~r-~e-~~-eH~eR~ 

40 e~eeli9*eT--~£~--~~~-~~--eaea--~J~J~Je~--~-~»--seuRel 

aeEua~ia*--~~iRei~*es must be in accordance with. chapter 25L 

42 subchapter II-B. 

44 _Rat.es fileJL .. J'l_ithJn thL..£a..t.e_-:.b .. Q.pd are._consi..d~...JlQlull,j;.j'l.~_QI 

pu.J::PQses of chQP..t!tr~.5_-----su]:LcJl.s,t-P-te.J::_U-lL. If a rate is fileq 
46 Qutside the rat~and, the_~intendent may disapprove the rate 

iLll_.is ex~~_j,.1ta~ .. te or ul1fa,irly discriminatory, using 
48 the standards S~Qrth in section 2382. 

50 "Rate band" means the rgnge of rates from 85% to 145% of the 
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Pftncnmark rate. For th~-U>QJ~~.lLQL.thi~~1JPJ,1~j&n.L_~~_Q~Jl~h!!lark 
2 rate" is the pure premium rate fili~iled JllI:-the Sta~ 

aQvisory orqpDjzQ~Q~_£s_~ej_i~in section 2381-C and currently 
4 APproved by the superintendent. 

6 5. Assessment. Any assessment levied against policyholders 
:iR--a--4i-.. i-s-i,en is for the exclusive benefit of the policyholders 

8 subject to the assessment. Any policyholder not paying an 
undisputed assessment is not eligible for coverage from the 

10 company or in the VOluntary market. 

12 
SUMMARY 

14 
This bill updates the statutory charter of Maine Employers' 

16 Mutual Insurance Company, or MEMIC, to reflect the progress MEMIC 
has made since its creation in 1992. 

18 
This bill expands the purpose of MEMIC to include being 

20 responsive to the advice of its advisory divisions. It allows 
MEMIC to reinsure workers' compensation and employers' liability 

22 insurance for Maine-based employers that MEMIC insures doing 
business in other states. The bill provides MEMIC the authority 

24 to create or buy subsidiary companies in other juriSdictions in 
order to write workers' compensation in those jurisdictions. It 

26 also removes historical language dealing with MEMIC's 
incorporation. 

28 
The bill reduces the size of the board of MEMIC from 13 to 9 

30 members. Clarification is provided for the terms of board 
members. Historical sections governing initial funding and 

32 operation are also removed. The role and responsibilities of the 
divisions and their relationship to the board is updated and 

34 revised. 

36 The board's charge is adjusted to maintain divisions 
consisting of general industry groupings, which can parallel 

38 national classifications. The management responsibilities 
reserved for the divisions are shifted to the board. The 

40 divisions become responsible for advising the board on issues of 
importance to the divisions. Restrictions regarding surplus and 

42 funding are removed. Historical references to the initial 
divisions are removed. The board's authority to adjust the 

44 makeup of divisions, with approval by the Superintendent of 
Insurance, continues. The size of the advisory division boards 

46 is adjusted to provide for up to 9 members. 

48 

50 

Language is added to 
MEMIC's responsibility for 
each division. 

provide greater latitude regarding 
financial accounting and rating for 
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2 Finally, MEMIC is granted the ability to file and use rates, 
the same practice allowed for other insurance companies, if it 

4 files within the established rate band. Rates that are higher or 
lower than the rate band must receive prior approval by the 

6 Superintendent of Insurance. 
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