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Calendar year 2004 brought significant accomplishments for the Bureau of Insurance. Major enforcement actions
were executed, consumer initiatives begun, and electronic procedures were implemented toward achieving regulatory
uniformity among the states.

Enforcement Actions

In 2004 the Maine Bureau, along with Tennessee and Massachusetts led a 50 state market conduct examination of the
claims practices at Unum Life Insurance Company of America, Paul Revere Insurance Company and Provident
Insurance Company. This multi-state market conduct examination identified a number of claims handling practices
that concerned state insurance regulators. The resulting regulatory settlement agreement requires significant changes
to UnumProvident’s corporate governance functions, claim handling processes and provides for approximately
200,000 claimants to have their previously denied claims reassessed. UnumProvident was assessed a fine of $15
million to be divided among the participating states based on the amount of long term disability income insurance
premium in each state as of December 31, 2003.

NAIC Insurance Regulatory Modernization Initiatives

The NAIC is a voluntary organization of the chief insurance regulatory officials of the 50 states, the District of
Columbia, American Samoa, Guam, Puerto Rico, and the Virgin Islands. Formed in 1871, it is the oldest association
of state officials. The overriding objective of the NAIC is to protect consumers and help maintain the financial
stability of the insurance industry.

One of the NAIC’s most pressing initiatives is modernizing the state-based system of insurance regulation. The goal
of system modernization is to standardize various areas of regulation to improve timeliness of approvals and review in
areas such as insurance products, licensing, solvency regulation, and market regulation.

In 2003, the Bureau made great strides toward national uniformity and modernization of its regulatory systems which
continued into 2004.

SERFF (System for Electronic Rate and Form Filings) The SERFF system has improved the efficiency of the
Bureau’s review of form filings by encouraging insurers to submit their filings in electronic format. Average
processing time for product filing approvals in 2003 decreased in some areas from 25 days for a paper filing
to 15 days for an electronic filing. In 2004 the average processing time continued to improve. Average
processing time for paper filings decreased to 19.3 days and electronic filings (SERFF) also decreased to an
average of 12.6 days. Insurers are able to obtain a faster approval which enables them to sell their products
more quickly. Additionally, paper filings are now tracked electronically which has improved efficiency by
eliminating the need for Bureau staff to maintain two separate filing systems.

Producer Database and Electronic Appointments/Terminations The producer database is a national
repository that contains producer licensing information from the states. Using this system allows Bureau staff
to streamline the licensing process for nonresident producers. Information that normally would have been
submitted in paper copy now can be obtained electronically. Producers are able to become licensed more
expeditiously. Other states are also able to electronically check Maine’s licensing information which in turn
saves them licensing processing time. By using the producer database, companies are able to appoint or
terminate producers in multiple states at the same time. This electronic processing eliminates multiple paper
submissions to different states.
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Accreditation In 1989, the NAIC established minimum requirements for financial solveéncy regulation by
state insurance departments. The NAIC subsequently adopted a formal certification program where states,
who demonstrate compliance with NAIC standards, are eligible for accreditation. The accreditation process
consists of a rigorous review which includes: 1) laws and regulations; 2) company examination and audit
reports and supporting work papers; 3) inspection of regulatory files for selected companies; 4) organization,
personnel policies and qualifications; 5) interviews with department personnel; and 6) review of Bureau
document and communication procedures. The Bureau was first accredited in 1993, reaccredited in 1998 and
most recently received reaccreditation in 2003.

Licensing Initiatives

ALMS (Agency Licensing Management System), a new Windows-based licensing system, was installed in 2004 and
required that all existing licensee records be converted to the new system. ALMS allows the flexibility to import and
export data from outside sources which helps the Licensing Division to remain current with national uniform licensing
initiatives supported by the NAIC. In addition, the ALMS system provides the flexibility to run several different
licensing reports and also has the capability to update records in batches rather than one record at a time.

Licensing fees for producers and consultants were modified. Licensing fees charged to both residents and non-
residents changed from payment for a fee for each requested line of authority to payment of a single fixed amount for
each application submitted.

Outreach Initiatives

The Bureau’s Consumer Health Care work unit initiated a new outreach program in December 2003. The purpose of
the program is to inform Maine citizens that Bureau staff is available to help them as well as to provide citizens with
an opportunity to speak to staff on a one-to-one basis regarding questions or problems they may have concerning their
health insurance coverage. In 2004, Bureau staff conducted day long visits in each of Maine’s 16 counties.
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