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Be it enacted by the People of the State of Maine as follows:
Sec. 1. 13-A MRSA §811 is enacted to read:

Sec. 4. 13-A MRSA §1401, sub-§§27-A and 27-B are enacted to

read:

Sec. 5. 24-A MRSA §221-A, sub-§3, as amended by PL 1993, c.
313, §5, is further amended to read:
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3. Audits required. All insurers, excepting insurers
transacting business in this State pursuant to the terms of
chapter 51, shall cause to be conducted an annual audit by an
independent certified public accountant and, Each domestic
insurer shall file an audited financial report with the
superintendent on or before June 1lst for the year ending December
31st preceding. An extension of the filing deadline may be
granted by the superintendent upon a showing by the insurer or
its accountant that there exists valid justification for such an

extension. A _ foreign_ or alien insurer shall file an audited
£fi i h i ' A firm of

independent certified public accountants engaged to perform an
audit of an insurer shall substitute the appointed audit partner
in charge with another audit partner in charge at 1least once
every 7 years. An accountant substituted for pursuant to this
subsection may not serve as a partner in charge of that audit
until 2 years £rem after the date of substitution.

Sec. 6. 24-A MRSA §221-A, sub-§4, D, as amended by PL 1993,

c. 313, §6, is further amended to read:

D. The statement must include an independent certified
public accountant's letter, in conformance with standards
blished ] Nati ) , s 4 £ 1
Commissioners. attesting to that certified public
accountant's qualifications, possession of license and
subscription to the code of professional ethics and
pronouncements issued by the American Institute of Certified
Public Accountants.

Sec. 7. 24-A MRSA §221-A, sub-§§6 and 7, as enacted by PL
1985, c. 330, §1, are amended to read:

6. Application and effective date. For those insurers
doing business in this State whieh that are subject to this
section, the filing of the initial annual audited financial
reports required under this section shall--be are due June 30,
1986, covering the calendar year December 31, 1985, Similar
recurring reports shall-be are due each June 30th lst thereafter.

7. Exemptions. Upon written application of any insurer
subject to this section, the superintendent may grant an
exemption of the filing requirements under this section if the
superintendent finds wupon review of the application that
compliance would constitute a financial hardship upon the insurer.

If an insurer's annual statement reflects business in-this-Stake
in an amount 1less than $100,000 in written premium for the
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preceding year, the insurer is exempt from the filing
requirements of this section with respect to that year.

Sec. 8. 24-A MRSA §222, sub-§2, B, as amended by PL 1989, c.
385, §2, is further amended to read:

B. Control

10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

(1) 'Control,' including ‘'controlling,' 'controlled
by' and ‘'under common control with,' means the
possession, direct or indirect, of the power to direct
or cause the direction of the management and policies
of a person, whether through the ownership of voting
securities, by contract other than a commercial
contract for goods or nonmanagement services, or
otherwise, unless the power is solely the result of an
official position with or a corporate office held by
the person. Control shall-be is presumed to exist if
any person is the beneficial owner of 10% or more of
the voting securities, or voting insuranee--pelieies
rights in the case of mutual or reciprocal insurers, or
guaranty capital shares if a mutual insurer has
established a guaranty fund, of any other person. A
beneficial owner may rely in determining the amount of
voting securities of any person outstanding wupon
information set forth in that person's most recent
quarterly or annual report filed with the Securities
and Exchange Commission pursuant to the Exchange Act
unless the beneficial owner knows or has reason to
believe that the information contained therein in the
quarterly or annual report is inaccurate. Two or more
domestic mutual insurance companies whe that have
restricted their 1licensed territories to the State
shalil are not be--deemed-+to--be considered subject to
this section merely because sueh those insurance
companies commonly share facilities, incurred expenses,
personnel services, or otherwise utilize cost
allocations based on generally accepted accounting
principles including pro rata sharing of assumed risks.

(2) Notwithstanding the presumption of control
contained in subparagraph (1), the superintendent, upon
application of the insurance company, may determine
that the insurer is not controlled by the person
presumed to control it. In addition, the
superintendent, after notice and an opportunity to be
heard, may determine, notwithstanding the absence of
the presumption in subparagraph (1), that a person does
control an insurance company or companies.
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Sec. 9. 24-A MRSA §222, sub-§2, JF, as repealed and replaced

by PL 1975, c. 356, §1, is amended to read:

356,

F. Subsidiaryy '"Subsidiary" of a specified person shaill
mean means an affiliate controlled by a that person,
directly or indirectly, through one or more intermediaries.

Sec. 10. 24-A MRSA §222, sub-§2, I is enacted to read:

ir ri with ing ri

Sec. 11. 24-A MRSA §222, sub-§8, §A, as enacted by PL 1975, c.

§1, is amended to read:

A. Every insurer whieh that is authorized to do business in
this State and whiekh that is a member of an insurance
holding company system shall register with the
superintendent, except that sueh these requirements shail do
not apply to a foreign insurer domiciled in a jurisdiction
whieh that in the opinion of the superintendent has adopted
by statute or regulation disclosure statements and standards
substantially similar to those contained in this chapter.
Any An insurer domiciled in a Jjurisdiction that has mnot
adopted by statute or regulation disclosure requirements and
standards substantially similar to those contained in this
section may be treated as a domestic insurer for purposes of
this section. Each insurer whieh that is subject to
registration under this subsection shall register within 60
days--after -the--effective -date-of--this-section-er 15 days
after it becomes subject to registration, whiehever-is-later

and annually thereafter by May 1st, unless the
superintendent, for good cause shown, extends the time for
registration and then an insurer must file within sueh that

extended time. Nothing in this section shali} may be
construed to prohibit the superintendent from requesting any
authorized insurer whieh that is a member of a holding
company system and not subject to registration under this
section for a copy of the registration statement or other
information filed by such insurer with the insurance
regulatory authority of its state of domicile. Upon request
of the insurer or of the insurance regulatory authority of
another jurisdiction in which the insurer is authorized to
transact insurance, the superintendent at the insurer's
expense shall furnish a copy of the registration statement
or other information filed by a domestic insurer with the
superintendent pursuant to this chapter;
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Sec. 12. 24-A MRSA §222, sub-§11-A, as enacted by PL 1993, c.
313, §12, is amended to read:

11-A. Extraordinary dividends. For purposes of this
subsection, an extraordinary dividend or distribution is any
dividend or distribution that exceeds the greater of:

A. Ten percent of the insurer's surplus to policyholders as
of December 31gt of the preceding year; or

B. The net gain from operations for the 12-month period
ending December 31lst of the preceding year.

In addition to the provisions of paragraphs A and B, any dividend
or distribution declared at any time within 5 years following any
acquisition of control of a domestic insurer or by any person
controlling that insurer,--as--ieong--as-that--is--an-extraordinary
dividend-that is an extraordinary dividend if it has not been
approved by a number of continuing directors equal to a majority
of the continuing directors in office immediately preceding that
acquisition of control is-an-esntraordinary-dividend.

A pro rata distribution of any class of the insurer's own
securities is not considered an extraordinary dividend or
distribution for purposes of this section. An insurer subject to
registration under this section may pay an extraordinary dividend
or make any other extraordinary distribution to its stockholders
upon the expiration of 60 days from the time the superintendent
is notified of the declaration if within that period the
superintendent has not disapproved the payment or wupon the
superintendent's approval of that payment within the 60-day
period. Notwithstanding any other provision of law, an insurer
may declare an extraordinary dividend or distribution that is
conditional wupon the superintendent's approval and such a
declaration does not confer any rights to stockholders until the
superintendent has approved the payment of the dividend or
distribution or the superintendent has mnot disapproved that
payment within the 60-day period. The insurer's surplus
following any dividends or distributions to shareholders under
this subsection must be reasonable in relation to the insurer's
outstanding 1liabilities and adequate to meet the insurer's
financial needs. An extraordinary dividend or distribution that
is permissible under statutory terms and conditions in the
insurer's state of domicile is deemed to meet the requirements of
this section if the value of that dividend or distribution does
not materially exceed the value that would be permissible under
this section,

Sec. 13. 24-A MRSA §222, sub-§12, C is enacted to read:
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Sec. 14. 24-A MRSA §222, sub-§§17 and 18, as enacted by PL
1975, c. 356, §1, are amended to read:

17. Jurisdiction of courts:; service of process. Any person
obtaining or attempting to obtain control of a domestic insurer
shall-by--such-aet is subject sueh- gersen to the jurisdiction of
the courts of this State and to service of process in the manner
WW@M
for service of process is on file with the superintendent

rsuan n r ision of this Titl rson i m
in intenden nt for rvi f
r rvi m in th r rovi
. £ 2105
18. Rules. The superintendent may, upon notice and

opportunity for all interested parties persons to be heard, issue
sweh adopt reasonable rulesy-seqations--and-orders as shall-be
necessary to carry out and effectuate provisions of this section.

Sec. 15. 24-A MRSA §226, sub-§§1 and 2, as amended by PL 1973,
c. 585, §12, are further amended to read:

1. The Within 60 days after completion of the examination,
the superintendent shall deliver a copy of the wverified
examination report to the person examined, together with a notice
affording suweh that person 20 days or sweh an additional
reasonable period as the superintendent for good cause may allow,
within which to review the report and recommend changes therein

to the report.

2. If se requested by the person examined, within the
period allowed wunder subsection 1, or if deemed determined
advisable by the superintendent without such request, the
superintendent shall hold a hearing relative to the report and
shall may not file the report in the bureau until after sueh the
hearing and kis the superintendent's order thereen on the report:
except that the superintendent may furnish a copy of the report
to the Governor, Attorney General or Treasurer of State pending
final decision thereen and, if suweh the copies are so furnished,
they shall-be are deemed confidential information until the other
requirements of this section with regard to examination reports

have been satisfied. In lieu of convening a hearing, the

intendent m r n th xami ion or, if r h
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infor i in r all of the modifi ion
proposed by the person examined.

Sec. 16. 24-A MRSA §412, sub-§1, as repealed and replaced by
PL 1975, ¢. 77, is amended to read:

1. No insurance company other than a domestic real estate
title insurance company or a domestic mutual fire insurance
company whiek that is transacting only the business of fire,
marine or glass on the assessment plan shaii may do so in this
State unless it makes and maintains a deposit with the
Superintendent  of Insurance, as security for all its
poiieoyholderst policyholders, of securities whieh that are deemed
determined eligible for deposit under section 1253, Sueh The
deposit shall pust be maintained in a minimum actual market value
whieh that., exclusive of interest, shall may never be less than
$100,000. Sueh The deposit shail must be retained by the
superintendent and disposed of as directed by section 1263.

Sec. 17. 24-A MRSA §413-A, sub-§1, as enacted by PL 1995, c.
375, Pt. D, §1, is amended to read:

1. Port of entry. An alien insurer that has been
authorized by the superintendent to use the State as its port of
entry for the transaction of business in the United States is
considered a domestic insurer to the extent provided in this

section. A ien insurer h h n r nother
h i f en i ider
mici i i m i re i lid
reciproci reemen ween th n i r if th
it ent | let ined t} ] licabl ] £ that
nti imilar hi i n i
impl £ ]

Sec. 18. 24-A MRSA §421, sub-§7 is enacted to read:

7 rson or i r ir itl hig Titl
i n rvi r wh n
vali i i wi i ndent j m
h i ri i £
r m within i i
manner i in ion 21 hi ion n
1i rson i rom th i n in n
i r fr h j i for
failure to comply with that requirement.

Sec. 19. 24-A MRSA §731-B, sub-§1, §C, as amended by PL 1993,
c. 666, Pt. C, §1, is further amended to read:
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C. Maintains a trust fund in a qualified United States
financial institution for the payment of the valid claims of
its United States pelieyholders--and ceding insurers, their
assigns and successors in interest.

(1) The assuming insurer shall report annually to the
superintendent information substantially the same as
that required to be reported on the National
Association of Insurance Commissioners Annual Statement
form by licensed insurers to enable the superintendent
to determine the sufficiency of the trust fund.

(2) In the case of a single assuming insurer, the
trust must consist of a trusteed account representing
the assuming insurer's 1liabilities attributable to

business--written-4dn--the reinsurance ceded by United

States ¢ceding insurers and, in addition, include a
trusteed surplus of at least $20,000,000.

(3) In-the--case--ef-a A group of incorporated insurers
under common administration that---is--under---the
supervisien-of--the--Department -of-Trade--and--Fndustry-of
the--United---Kingdem, may in the superintendent's
discretion secure its obligations with a pooled trust
fund if the group must---have has an aggregate
policyholders' surplus of $10,000,000,000 and €he has

in ran insur i rs

in ri for whi i reinsuran
is to be taken. The trust must be in an amount equal
to the group's several liabilities attributable to
business--written-4in-the reinsurance ceded by United

States geding insurers. In addition, the group shall
maintain a joint trusteed surplus of whieh at least
$100,000,000 4&s that must be held jointly for the
benefit of the United States ceding insurers of any
member of the group. Each member of the group shall
make available to the superintendent an annual
certification of the member's solvency by that member's
domiciliary regulator and the member's independent
public accountant. Each group member shall comply with
the filing requirements of subparagraph 1, submit to
the State's authority to examine the member's books and
recordsy and bear the expense of the examination.

(4) In--the-ease-of--a A group including incorporated
and individual unincorporated underwriters, may secure

its obligations with a pooled trugt fund if the trust

muskt---eensist gggﬁ;ggg of a trusteed account

representing in an amount at least equal to the group's

liabilities attributable to business--written--in--the
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reinsurance ceded by United States ceding insurers and,
in addition, inelude includes a trusteed surplus of at

least $100,000,000,--whieh that must be held jointly for
the benefit of United States ceding insurers of any
member of the group. An incorporated member of the
group may not be engaged in any business other than
underwriting as a member of the group and is must be
subject to the same level of solvency regulation and
control by the group's domiciliary regulator as are the
unincorporated members. The-greup--shall-make-available
to--the -superintendent--an - annval--eertification-by--the
groupte---domioiliary --regulater--and---the---independent
publie-aeccountants-of--the- solvency -of -each-underwriter~
Within 90 days after its financial statements are due
to be filed with the group's domiciliary regulator. the

h i A iati £

(5) The trust must be established in a form approved

by the superintendent and consistent with any rules

h rinten n i

r 1 r i £ The  trust
instrument must provide that contested claims are valid
and enforceable upon the final order of any court of
competent jurisdiction in the United States. The trust
must vest legal title to its assets in the trustees of
the trust for its

United States peiieyhelders-and ceding insurers, their
assigns and successors in interest. The trust and the
assuming insurer are subject to examination, as

determined by the superintendent, at the assuming
insurer's expense. The trust must remain in effect for

as long as the assuming insurer has outstanding
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obligations due under the reinsurance agreements
subject to the trust.

(6) The trustees of the trust shall report to the
superintendent in writing by February 28th of each
year, setting forth the balance of the trust and
listing the trust's investments at the end of the
preceding year and certifying the date of termination
of the trust, if so planned, or certifying that the
trust does not expire before December 31st of the
current year.

(7) The corpus of the trust is to be valued as any
other admitted asset or assets;

Sec. 20. 24-A MRSA §731-B, sub-§1, YD, as enacted by PL 1989,
c. 846, Pt. E, §2 and affected by §4, is amended to read:

D. Does not meet the requirements of paragraph A, B or C,

but only with respect to risks located in a jurisdiction

other-than-the-United-States,-when where that reinsurance is

required by any--appilieable law or--regulatior--of--that

jurisdietion. The superintendent for good cause after
i rin i W

] Y ] . . 3 under thi 1

Sec. 21. 24-A MRSA §731-B, sub-8§6, as enacted by PL 1989, c.
846, Pt. E, §2 and affected by §4, is repealed.

Sec. 22. 24-A MRSA §944, as enacted by PL 1991, c. 128, is

repealed.

Sec. 23. 24-A MRSA §3487 is enacted to read:

4 i i £ i
1. Redomestication of foreign insurers to Maine., Any stock
i i i r law f an r
1 ifi £ in
hi m in w 1l of th
superintendent by amending its certificate of organization or
equivalent corporate charter and by designating a location in
hi i i i 1 f i Th
X m m X 1 n n
r r £ ial £ h r rtifi h
ri h r m ion is in mplian with al
requirements established by the laws of that state, and the
in rmi h h in 's rati n
r niz w m wi m £ thi
h r an h he r m i ion i n ntrar h
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rj ' val refl he insurer'
domestic insurer and its new home office, and the insurer is
h ] 11 provisi £f thi i i 1
m ic i r .

insurer ceases to be a domestic insurer as of the date the
r i i i x ni i new micil

i h insurer
certificate of authority must be amended as of the effective date

£ h m i ion refl h in r'
domestic insurer and its new home office in its new state of
domicile, and the insurer is thereafter subject to all provisgieons
£ thi i 1i foreign in r

3. Effect  of redomestication, The certificate of

X r rs’' ntmen nd licen o r 1
and all other actions and permissions by the superintendent that
are in effect at the time any insurer authorized to transact the

in insuran i hi ate r r i rpor
mici i r r n hi
section or by merger, consolidation or any other lawful method

i in f r f n the r m i i if th
insurer remain 1 1ifi r h in £
insurance in this State, All outstanding policies and other
n
n

1 1i i £ rem i i insurer
remain_in full force and need not be endorsed as to the new name
£ h mpan r i new 1 i n rder h
superintendent. The insurer shall file new policy forms with the
superintendent on or bhefore the effective date of the

m i ion m xistin 1i form with

i ndorsemen if allow nder h ition

as approved by the superintendent. Each redomesticating insurer
11 i h inten £f th i
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10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

redomestication and shall file promptly any resulting amendments
i r ir £il wi h

health insurers.

Sec. 25. 24-A MRSA §6452, sub-§1, as enacted by PL 1993, c.
634, Pt. A, §1, is amended to read:

1. Duty to file. A domestic insurer shall, on or before
March 2Bth 1st, submit to the superintendent a report of its
risk-based capital levels as of the end of the previous calendar
year, in a form and containing such information as is required by
the risk-based capital instructions. In addition, a domestic
insurer shall file its risk-based capital report:

A. With the NAIC in accordance with the risk-based capital
instructions; and
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B. With the insurance superintendent regulator in any state
in which the insurer is authorized to do business, if the
insurance--superintendent that regulator has notified the
insurer of its request for the filing in writing, in which
case the insurer shall file its risk-based capital report
not later than the later of:

(1) Fifteen days £rem after the receipt of notice to
file its risk-based capital report with that state; or

(2) The filing date.

Sec. 26. 24-A MRSA §6453, sub-§3, A, as enacted by PL 1993,

c. 634, Pt. A, §1, is amended to read:

634,

A. Within 45 days eof after the company action level event;
or

Sec. 27. 24-A MRSA §6453, sub-§6, as enacted by PL 1993, c.
Pt. A, §1, is amended to read:

6. Duty to file copies of plan with other states. A

domestic insurer that files a risk-based capital plan or revised
risk-based capital plan with the superintendent pursuant to this
section shall file a copy of the risk-based capital plan or
revised risk-based capital plan with the insurance superintendent
regulator in any state in which the insurer is authorized to do
business if:

A. That state has a risk-based <capital provision
substantially similar to that required by this chapter; and

B. The insurance superintendent requlator of that state has
notified the insurer of its request for the filing in
writing, in which case the insurer shall file a copy of the
risk-based capital plan or revised risk-based capital plan
in that state no later than the later of:

(1) Fifteen days after the receipt of notice to file a
copy of its risk-based capital plan or revised
risk-based capital plan with the state; or

(2) The date on which the risk-based capital plan or
revised risk-based capital plan is filed under-seektien

64B4y-subseation-3 with the superintendent.
Sec. 28. 24-A MRSA §5454, sub-§1, §9F, H and I, as enacted by PL

1993, c. 634, Pt. A, §1, are amended to read:
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F. The Provided the insurer has not challenged _the
determination under section 6457. the notification by the

superintendent to the insurer that:

(1) The risk-based capital plan or revised risk-based
capital plan submitted by the insurer is, in the
judgment of the superintendent, unsatisfactory; and

(2) Provided--the---insurer---has---net--challenged-—-the
determination-under-seotion- 6457, --that-notifieation The
superintendent's finding _unless vacated or stayed
constitutes a regulatory action level event with
respect to the insurer;

H. Provided the insurer has not challenged the
determination under section 6457, the notification by the
superintendent to the insurer that the insurer has failed to
adhere to its risk-based capital plan or revised risk-based
capital plan, but only if that failure has a substantial
adverse effect on the ability of the insurer to eliminate
the company action level event or regulatory action level
event in accordance with its risk-based capital plan or
revised risk-based capital plan and the superintendent has
so stated in the notification; or

I. If the insurer, wunder section 6457, challenges a
determination by the superintendent under paragraph H, the
notification by the superintendent to the insurer that the
superintendent has, after a hearing, rejected the challenge
unless the failure of the insurer to adhere to its
risk-based capital plan or revised risk-based capital plan
has no substantial adverse effect on the ability of the

insurer to eliminate the company action level event or

regulatory action level event with respect to the insurer.

Sec. 29. 24-A MRSA §6454, sub-§4, as enacted by PL 1993, c.
634, Pt. A, §1, is amended to read:

4. Consultants. The superintendent may retain actuaries,
investment experts and other consultants as may be necessary in
the Jjudgment of the superintendent to review the insurer's
risk-based capital plan or revised risk-based capital pilan;
examine or analyze the assets, liabilities and operations of the
insurer; and formulate the corrective order with respect to the

insurer. For insurer ffering m r fin in
n 1 lysi insurer’ rati m

in nalysi £ i ntr 1l relationships with

i h 113 £ th rovider £ill heir

contractual obligations. The fees, costs and expenses relating
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to consultants must be borne by the affected insurer or such

2 other party as directed by the superintendent.
4 Sec. 30. 39-A MRSA §403, sub-§3, JA, as repealed and replaced
by PL 1995, c. 398, §2, is amended to read:
6
A, An individual self-insurer providing an irrevocable
8 standby letter of credit as security shall file with the
Superintendent of Insurance a letter of credit, on a form
10 approved by the superintendent, copies of any agreements or
other documents establishing the terms and conditions of the
12 employer's reimbursement obligations to the financial
institution issuing the letter of credit, together with
14 copies of any required security agreements, mortgages or
other agreements or documents granting security for the
16 employer's reimbursement obligations and any other
agreements that contain conditions, restrictions or
18 limitations of any kind upon the employer, the
superintendent or the Treasurer of State. The form of
20 letter of credit approved by the superintendent must
include, but is not 1limited to, all terms specifically
22 required by this subsection and all terms reasonably
required to secure the payment of compensation and benefits
24 to claimants as required under this Act. The
superintendent, upon receipt of the original irrevocable
26 standby letter of credit, shall promptly forward it to the
Treasurer of State.
28
The - - Superintendent---of --Insuranee--shall--adopt---rules--te
30 establish--the--gualificatione --£or---finaneial --institutions
issuing--irrevoeable - -standby - -letters -of--eredit--that--must
32 inalude-maintenance--of- -a-long-term- unsecured--debt -rating-of
at--least - A--by--either -Moody-! s--Investors--Service -Ilne--0F
34 Standard--and - Poor-6--Gorporation, - or--with--commercial--paper
within---the---3---highest---short-term---rating---categories
36 established- by -Meody'ls- Investors--Serviee, -Iacy--or--Standard
and-~Roor-'s -Corperatien.-- The--irreveocable -standby--tetter-of
38 eredit--must ~be--the--individuali--obligation --of--the--issuing
finaneial-iastitution,- may--net-be-subject--Go--any-agreement,
40 eenditiony--gualifigation-or--defense--between-the--finanaial
institution-—-oand--the -empleyer--and--may -not--in--any - way--be
42 eontingent- on--reimbursement by -the-empleyer~—-Jf-the -rating
6 £ - —an - -issuing - -financial --dnstitution - that--has--issued--an
44 irreveeable--standby--letter--of---gredit - pursuant--to--this
seation-£falls-belew--the- regquired -standard, -the -employer-must
46 obtain--a - new--irrevecable - standby--letter-of--eredit-from-a
gualified--finanecial---institution --or--must---provide --other
48 eligible---seeurity--—of ---equal --value - -approved --by---the
superintendentr--The-irrevocable-standby -letter-of -eredit-is
50 automatieally--estended--for---one -yoar--from--the--date--of
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expiration-uniless, - 90- days-prior -to-any -expiration-date,-the
issuing--firancial --inetitution - notifies--the--superinteondent
that--the --finaneial --institution --eleocts - not—-to--renew--the
irreveocable-standby-letter-of-eredits

(1) Mai . ] _ i debt £ £ af
least A by either Moody's Investors Service, Inc, or

Standard and Poor's Corporation:
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An irrevocable standby letter of credit that has been issued
by a qualified financial institution and accepted by the
Superintendent of Insurance binds the issuing financial
institution to pay one or more drafts drawn by the Treasurer
of State, as directed by the superintendent, as long as the
draft does not exceed the total amount of the irrevocable
standby letter of credit. Any draft presented by the
Treasurer of State, as directed by the superintendent, must
be promptly honored if accompanied by the certification of
the superintendent that any obligation under this chapter
has not been paid when due or that a proceeding in
bankruptcy has been initiated by or with respect to the
employer in a court of competent jurisdiction.

If the Superintendent of Insurance certifies that the
superintendent has been notified by the issuing financial
institution that the irrevocable standby letter of credit
will-eunpire expires by its terms in 30 days or less and that
the irrevocable standby letter of credit was not replaced
within 15 days after that notice to the superintendent by
other eligible security of equal value approved by the
superintendent, then the financial institution must remit
within 15 days the full amount of the irrevocable letter of
credit to the Treasurer of State without further
certification,

Any proceeds from a draw on such an irrevocable standby
letter of credit by the Treasurer of State, as directed by
the Superintendent of Insurance, must be held by the
Treasurer of State on behalf of workers®’ compensation
claimants to secure payment of claims until either the
superintendent authorizes the Treasurer of State to release
those proceeds to the employer wupon provision by the
employer of replacement security adequate to meet the
requirements for security set by the superintendent or the
superintendent directs distribution of the proceeds in
accordance with this Title.

To the extent not inconsistent with state law, the letter of
credit is subject to and governed by the Uniform-Custems-and
Praetiee---for---Degumentary---Credits,---1083, International

Standby Practices 1998 or successor practices governing
standby letters of credit duly adopted by the International

Chamber of Commerce Publieation--Ne.--400. If any 1legal
proceedings are initiated with respect to payment of the
letter of credit, those proceedings are subject to the
State's courts and law.
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SUMMARY

The bill amends Maine's audit report, holding company,
examination, actuarial certification, c¢redit for reinsurance and
risk-based capital standards to bring them more into conformity
with the current versions of the National Association of
Insurance Commissioners, or NAIC, model laws.

The bill brings the audit report law into conformance with
NAIC standards; makes technical changes to the holding company
law and adds a service of process provision and a requirement for
information sharing between affiliates; establishes a procedural
timetable for the issuance of examination reports; adds a
reciprocity provision to the port of entry law; clarifies the
trust requirements of the credit for reinsurance laws and enacts
the ‘'"reinsurance-only" structure now in use by the NAIC;
implements the NAIC's new health organization risk-based capital
standards; and repeals certain obsolete exemptions in the audit
report, credit for reinsurance and actuarial standards.

In addition, the bill provides a mechanism for service of
process when a person required to appoint an agent fails to
comply with that requirement, authorizes the redomestication of
insurance corporations, consistent with the laws of most other
states and eases restrictions on financial institutions seeking
to issue letters of credit to workers' compensation self-insurers.
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