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An Act to Revise and Update the Charter of the Maine Employers’
Mutual Insurance Company in Furtherance of its Mission.
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Be it enacted by the People of the State of Maine as follows:

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

§3701. Purpose

The Maine Employers' Mutual Insurance Company is established
for the purposes of providing workers' compensation insurance and
emplovers’' liability insurance incidental to and written in
connection with workers' compensation coverage to employers of
this State at the highest level of service and savings consistent
with reasonable applicable actuarial standards and the sound
financial integrity of the company. It is also the purpose of
the company to encourage employer involvement and to be
responsive to each division's experience, advice, practice and
operating effectiveness.

Sec. 2. 24-A MRSA §3702, sub-§3, as enacted by PL 1991, c.
885, pt. C, §2, is amended to read:

3. Divisiom. “Division” means an Iindustry or geographic
grouping as established under section 3713 3712-A.

Sec. 3. 24-A MRSA §3703, sub-§1, as amended by PL 1995, c.

551, §4, is further amended to read:

L. Workers® compensation. The company shall provide
workers’ compensation insuvrance and employers’ liabilitcy
insurance incidental to and written in connection with workers’
compensation coverage to employers in this State. The company
may not write other lines of insurance. The - -Company - may--nek
wrike--reinsurance--or--oncess -insuranee- The company may reinsure
workers' compensation and employers' 1iability insurasnce written
by other insurers that are covering out-of-state employees of
Maine-based employvers that are insured by the company. For the
purpose of providing insurance to Maine-based employers operating
in other states, the company may apply to appropriate regulatory
authorities in those states for authority to write workers'
compensation and employers' liability insurance for Maine-based
employers’' operations in those states. Unkil--the - comnpany--has
obtained--the - -surplus- - eotherwise -reguired - -upder - -Lthis - Title--for
gasualty--dnsurence- -companies , - the- -conpany -must- receive-~appreval
ﬁrem—thewﬁup@finbendentwbefeﬁ@_aeEually—wwitiﬁgu@o&i@i@&wbﬂ«ea@h
other~state+ The company may form or acguire subsidiary insurers
that write workers' compensation insurance and employers'

liability insurance only in other jurisdictions.

Sec. 4. 24-A MRSA §3703, sub-§4, as enacted by PL 1991, c.
885, Pt. C, §3, is repealed.
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Sec. 5. 24-A MRSA §3703, sub-§5, as enacted by PL 1991, c.
885, Pt. C, §3, is amended to read:

5. Compositiom of the board. The board consists of up to
132 9 members. Nine Six members must be officers, directors,
employees, partners ox members of policyholders who purchase
workers' compensation coverage from the Maine Employers' Mutual
Insurance Companyy--exeept---that---the --initial --appeintment--may
inelude--employers---who---have--purehased---coverage --through --the
workers'--gompensation--residuai--market---meehanism. Three Two
members must be persons who represent the public interest of the
company and must be appointed by the Governor within 30 days
after a new board member is authorized or a vacancy occurs,
subject to review and appreval comment by the joint standing
committee of the Legislature having jurisdiction over banking and
insurance matters. The designated committee shall complete its
review and-wveote--on-apprevail-of--the -appointmenks-of--the -Covernor
within 15 days of the Govermor's written notice of appointment.
If the designated committee fails to act within the required 15
days, then the appointees put forward by the Governor become the
required board members. Exaept~-for--the -dnitial--selection--of
beard--members -under--subsection —4y--each--division--as--established
pursuant- o~ seotion 313 mesk -have - one- nember- -on--the -board+ One
member must be an at-large policyholder member elected by the
board. The remaining board member 1is the president and chief
executive officer who shall serve on the board of directors while
employed as president and chief executive officer.

A member of the board whe-is-net-elected by one-—-of-the-divicions
as-speeified-in-seektion-3713 may not be a lobbyist required to be
registered with the Secretary of State, a service provider to the
workers' compensation system or a representative of a service
provider to the workers' compensation system.

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:

6. Terms. The-dinditdial--terms —of-the-board--of--directors-azre
ctaggered--at - 3--yYears, -2 -years--and - one--yearv---0f - the--initial
divisien--policyhelders, -3 - ELEVe- -3 -¥OAF - -EQEMES -~ 3~ SQIVE- -2 -FEAr
terms --and--3 - serve— -ore-year - ferms+---Fhe —~initial- publio--inkerest
MeMBeES ~ SeYVe—-ONe--3-year ~ Ltermy - -one--2-year -Lterm--and--one -oRe-year
term+- A full term on the board of directors is 3 years. An
individual may not serve more than 2 consecutive full terms as a
director, except for the president and chief executive officer.
All members shall serve for the terms provided and until their
successors are appointed or elected and qualified.

7. Corporate governance. The 4initial board of directors
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shall,--at--the -erganisational-meeting of ~-the- company--to-complete
erganisation, adopt bylaws consistent with section 3359. The
bylaws must provide a schedule of meetings and rules specifically
relating to the conduct of meetings and voting procedures.

9. Hominating committee. The board shall create a
nominating committee. The nominating committee shall present to
the board nominees for the at-large and_ the policyholder board

member pesition positions.

Sec. 7. 24-A MRSA §3704-A, as enacted by PL 1991, c. 885, Pt.
c, §5. is repealed.

Sec. 8. 24-A MRSA §3707, sub-§1, as enacted by PL 1991, c.
885, Pt. C, §8, is amended to read:

1. General authority. The board may perform all acts
necessary or convenient in the exercise of any power, authority
or jurisdiction over the company, either in the administration of
the company or in connection with the business of the company to
fulfill the purposes of this chapter,--exeept--as--otherwvise
provided-to-the-divicions-under-seation-3712,

Sec. 9. 24-A MRSA §3710, sub-§1, as enacted by PL 1991, c.
885, Pt. C, §8, is repealed.

Sec. 10. 24-A MRSA §3712, as amended by PL 1995, c. 560, Pt.
G, §9, is repealed.

Sec. 11. 24-A MIRSA §3712-A is enacted to read:
§3712-A. Divisions

1. Industry and geographic divisioms. The company shall
maintain industry or geographic divisions consisting of general
industry groupings. The industry or geographic divisions shall
advise the board on workers' compensation insurance issues of
importance to those industries or _geographic areas. The
divisions may parallel industry groups identified by the State's
advigsory organization as defined in section 2381-C. A separate

high-risk division must also be c¢reated and maintained as defined
in subsection 3.
Not more than _days after the assignment to a division, a
policyholder may in writing appeal to the bureau on _that
assignment.

2. Changes in__divisions. With the approval of the
superintendent, the board may change the configuration of the
divisions.
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2 3. High-risk divisiom. The high-risk division is subject
/ to the following provisions.

4
A. _An_employer must be placed in the high-rigk division if
6 the employer has at least 2 lost-time claims, each greater
than_ $10,000 and a_ loss ratio greater than 1,0, over the
8 lagst 3 years for which data ig available.
10 B. __The board, with the approval of the superintendent, may
modify the eligibility standards for the high-risk division,
12 if those standards limit those in the division to employer 5
who have measurably adverse loss _experience, have
14 relatively high c¢laim frequency record or h.@zg__ie‘mo_rﬁx;r_a_gd
an attitude or practice of noncompliance with reasonable
16 safety requirements or claims management standards,
18 C. Eligibility requirements must be applied annual lly__a;t;__thg
policy renewal date or, if the necessary c¢laim history is
20 not availabhle at that time, 30 days after notice to the
insured.
22
D. Deductibles in the high-risk division are subject to
24 this paragraph.
26 (1) A__deductible applies to _all coverage for
policyholders in the high-risk division that meet the
4 28 following gualifications:.
30 Lg) net anngg premium of $20,000 or more
S1 t ment r nt thi ion
32 in the State;
34 b A remi : ubject retro ctiv
ing: an
36
{c) _The policyholder'’ hreshold 1 ratio
38 1.0 or greater.
40 The deductible is $1,000 a c¢laim but applies only to
wage loss benefits paid on injuries occurring during
42 the year of coverage, The sum of all ctible
one year of coverage may not exceed the lesser of 15%
44 of net annual payment for coverage or $25,000. FEach
loss to which a deductible applies must be paid in full
46 by _the company. After the year of coverage has
expired, the policyholder shall reimburse the company
| 48 the amount of the deductibles. This reimbursement is
! considered as payment for coverage for purposes of
‘ 50 cancellation or nonrenewal,
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Unless otherwise acted upon as provided for in
subsection 2, beginning October 1, 1996, the board
shall adjust, annually, the $20,000 payment of coverage
level established in this subsection to reflect any
change in rates for the high-risk division and any
change . in wage levels in the preceding calendar year.
Changes in wage levels are determined by reference to
changes in the state average weekly wage, as _computed

by the Department of Labor. Any adjustment is rounded
off to the nearest $1,000 increment.

(2) For policies effective on or after January 1,
1994, the board may modif with the roval of the
superintendent, the mandatory deductible elements. Any
modification or elimination of this rating feature must
congide the incentive impact on an emplover, the
reasonableness of the retained cost relative to the
claim history, safety record or c¢laims management
practices of impacted employers and the ability of
employers of all sizes to absorb these costs.

E. The board may file, with _ the superintendent,
retrospective rating plans that. after hearing., may be
imposed on an employer with a demonstrated record of
repeated serious violations of workplace health and safety

chapter 6 or 2 ni h r 15, whichever is

applicable,

F. The board shall develop and file with _the
superintendent,  and, if = not  disapproved by  the
superintendent, make available olicyholder
voluntary basis, retrospective rating plans.

4., Division advisory boards. Each division. except for the

high-risk division, has its own advisory hoard.

A. Each advisory board must be composed of representatives

of policyholders and employees of the policyholders of the
division.

B. There may be up to 9 advisory board members for each
division, with a ratio of 2 members selected by the
employee selected from employees of the policyholders within
the division. The president, with the approval of the
board., shall establish procedures for the initial and
subseguent selection of advisory _board __members, and
procedures for the filling of vacancies and replacements.

Terms are for 3 years on a staggered basis,
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. _Each isor rd shall elect a chair.

D. Each advisory board shall hold regular meetings and
advigse the board in the following areas:

(1) Workplace safety training;

(2) Claims administration and adjusting;

(3) Compliance with advisory board performance
n r H

{4) Debit and credit plans reflecting member safety
programs and experience:

Policyholder ievances:
(6) Premium audits: and
(7) _Any other issues of concern to the advisory board.

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

Sec. 13. 24-A MRSA §3714, sub-§81, 2 and 5, as enacted by PL
1991, c. 885, Pt. C, §8, are amended to read:

1. Separate accounting. In addition to the financial
reporting requirements applicable to the company, there must be a
separate accounting of each division by fiscal year to the extent
practicable. These financial statements must be based on the
premiums collected and earned, claims paid and incurred, expenses
accrued or allocated, investment income allocated to and any
other financial items that are associated with or allowable to
each division.

20 Rates. Rates developed and filed by the companyy--aad
the - -suppeorting ackwarial -analysisy - musl--eonsider, - to--the -extent
eredibler--the---experience --0f--eagh~-division---based --on--sound
aetuarial--prineipies must be in accordance with chapter 25,
subchapter I1I1-B.

Rates filed within the rate-band are considered voluntary for
purposes of chapter 25, subchapter II-B. I1f a rate is filed

outside the rate band, the superintendent may disapprove the rate
if it is excessive, inadeguate or unfairly discriminatory, using

the standards set forth in section 2382.

"Rate band" means the range of rates from 85% to 145% of the
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For the purposes of this subsection, "benchmark
rate” is the pure premium rate filing filed by the State's
advisory organization as defined in section 2381-C and currently
approved by the superintendent.

5. Assessment. Any assessment levied against policyholders
in-a-Gkvisren is for the exclusive benefit of the policyholders
subject to the assessment. Any policyholder not paying an
undisputed assessment is not eligible for coverage from the
company or in the voluntary market.

SUMMARY

This bill updates the statutory charter of Maine Employers'
Mutual Insurance Company, or MEMIC, to reflect the progress MEMIC
has made since its creation in 1992.

This bill expands the purpose of MEMIC to include being
responsive to the advice of its advisory divisions. It allows
MEMIC to reinsure workers' compensation and employers' liability
insurance for Maine-based employers that MEMIC insures doing
business in other states. The bill provides MEMIC the authority
to create or buy subsidiary companies in other jurisdictions in
order to write workers' compensation in those jurisdictions. It
also removes historical language dealing with MEMIC's
incorporation.

The bill reduces the size of the board of MEMIC from 13 to §
members. Clarification is provided for the terms of board
members, Historical sections governing initial funding and
operation are also removed. The role and responsibilities of the
divisions and their relationship to the board is updated and
revised.

The board's charge 1is adjusted to maintain divisions
consisting of general industry groupings, which can parallel
national classifications. The management responsibilities
reserved for the divisions are shifted to the board. The
divisions become responsible for advising the board on issues of
importance to the divisions. Restrictions regarding surplus and
funding are removed. Historical references to the initial
divisions are removed. The board's authority to adjust the
makeup of divisions, with approval by the Superintendent of
Insurance, continues. The size of the advisory division boards
is adjusted to provide for up to 9 members.

Language is added to provide greater latitude regarding

MEMIC's responsibility for financial accounting and rating for
each division,
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Finally, MEMIC is granted the ability to file and use rates,
the same practice allowed for other insurance companies, if it
files within the established rate band. Rates that are higher or

lower than the rate band must receive prior approval by the
Superintendent of Insurance. .
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