
MAINE STATE LEGISLATURE 

The following document is provided by the 

LAW AND LEGISLATIVE DIGITAL LIBRARY 

at the Maine State Law and Legislative Reference Library 
http://legislature.maine.gov/lawlib 

Reproduced from scanned originals with text recognition applied 
(searchable text may contain some errors and/or omissions) 



REPORT OF THE SUBCOMMITTEE TO STUDY 
THE LAWS REGULATING ANTITRUST ACTIVITIES 

OF THE INSURANCE INDUSTRY 

DECEMBER, 1988 

MEMBERS: 

Sen. Raynold Theriault, Chair** 
Sen. Beverly Miner Bustin* 
Sen. Donald F. Collins 

Rep. Charlene B. Rydell, Chair* 
Rep. Phyllis R. Erwin* 
Rep. Herbert E. Clark 
Rep. P. Kelley Simpson 
Rep. Richard H. c. Tracy* 
Rep. Carol M. Allen* 
Rep. John C. Batt 
Rep. Mary C. Webster 
Rep. Philip E. Curran* 
Rep. Joseph A. Garland 

** Denotes Subcommittee Chair 
* Denotes Subcommittee Members 

Staff: John R. Selser, Legislative Analyst 
Carolyn Chick, Research Assistant 

Office of Policy and Legal Analysis 
Room 101, State House Sta. 13 

Augusta, Maine 04333 
(207) 289-1670 





TABLE OF CONTENTS 
Page # 

APPENDICES. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . i i 

SUMMARY OF RECOMMENDATIONS .............................. ~ iii 

PART ONE- INTRODUCTION .................................... 1 

PART TWO - ANTITRUST LAW ................................... 3 

A. General Antitrust Law .................................. 3 

B. Antitrust Law and the Insurance Industry ............... 6 

C. Tying Violations ....................................... 9 

PART THREE- RATE MAKING IN MAINE ......................... 11 

A. Review of filing process .............................. 11 

1. general lines (file and use) ..................... 11 

2. workers' compensation (prior approval) ........... 15 

B. Rate making organizations ............................. 18 

1. ISO. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 Q. 

2. NCCI .......................... ................... 21 

C. Commentary on rating organizations' function in Maine. 24 

1. Bureau of Insurance .............................. 24 

2. Consumer organizations ........................... 30 

3. Insurance companies operating in Maine ........... 35 

D. Survey of Maine Insurers .............................. 38 

E. Recommendations ....................................... 43 

1 





APPENDICES 

Appendix A- P & SLaw 1987, Chapter 122 

Appendix B - Proposed Bureau of Insurance Bulletin Regarding Tie-in 

Sales-dated December 2, 1988 

Appendix C - List of Rating Organizations 

Appendix D - How ISO Determines Advisory Rates 

Appendix E - Comparison Charts for Different Rates Cl:arged by 

Individual Insurance Companies in Various Lines 

Appendix F - Organizations Supporting Antitrust Regulation of the 

Insurance Industry 

Appendix G - Title 24-A, §221 

Appendix H - Title 24-A, §221-A 

Appendix I - Homeowners Insurance Premium Comparison Report 

Appendix J - Memo from the Bureau of Insurance regarding Consumer 

Activities 

Appendix K - Title 24A, §2328 

Appendix L - Proposed legislation 

11 





SUMMARY OF RECOMMENDATIONS 

1. That legislation be enacted to require the Superintendent 

of Insurance to report annually to the Joint Standing 

Committee on Banking and Insurance o~ insurers doing 

business in Maine. The report or reports shall indicate 

the level of competition among insurers in Maine and the 

availability of insurance in Maine. 

2. That the Bureau of Insurance develop and distribute 

information to consumers on various lines of insurance. 

This information should include, but not be limited to, the 

cost of insurance for various lines and should include the 

rate recommended by ISO for each particular line. The 

information should be presented in a format that is easily 

read and understood. The information should not only be 

mailed to consumers who request it, but copies should be 

placed in areas of public access, i.e. libraries. 

3. That if the Bureau of Insurance, as part of its mandated 

review of rating organizations in Maine, reviews and 

analyzes reports conducted by other states concerning those 

states' reviews of rating organizations, then the Bureau 

should follow up on any deficiencies cited in other states' 

reports on rating organizations, and provide comments to 

the Joint Standing Committee on Banking and Insurance. 

iii 



4. That the Bureau of Insurance continue to make premium 

comparison data available to consumers for homeowners and 

automobile insurance and that the data include comparisons 

based on standardized coverage limits. This data should be 

made available to consumers in easily understood pamphlets 

and distributed to areas of public access and to the joint 

standing committee having jurisdiction over insurance. It 

should be publicized with public service announcements. 

The pamphlet should be updated every 6 months and should 

state that the premiums may have changed since this 

document was published and that more recent data is 

available from the Bureau of Insurance. 

5. That the Bureau of Insurance help clarify what tie-in sales 

are acceptable and unacceptable and distribute this 

clarification to insurance companies, insurance agents, and 

consumers (via distribution in places of public access, 

public service announcements and inclusion in a consumer 

booklet). 
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PART ONE - INTRODUCTION 

LD 2411, "AN ACT to Clarify the Laws Regulating the 

Insurance Industry to Ensure its Regulation by State Antitrust 

Laws," was introduced during the Second Regular Session of the 

ll3th Legislature by Sponsor Senator Theriault and co-sponsors 

Representative Rydell, Representative Allen, and Speaker 

Martin. The bill proposed to amend the laws regulating the 

insurance industry to make it clear that State antitrust laws 

apply to the insurance industry and to prohibit the use of 

rating organizations in rate making. 

After review of this bill, members of the Banking and 

Insurance Committee felt there was insufficient time during the 

session to completely study the issues surrounding antitrust 

laws and joint rate making. Therefore, LD 2411 was amended to 

provide for a Subcommittee of the Joint Standing Committee on 

Banking and Insurance to study the issues regarding antitrust 

laws and the insurance industry and enacted as P&S 1987 c. 

122. (See Appendix A) 

The study focused on two main objectives: 

1. To study the feasibility and necessity of amending 

state antitrust laws as they relate to the insurance 

industry, and 
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2. To study the role of rating, advisory, and trade 

organizations in the rate-making process in relation 

to antitrust laws. 

The Subcommittee to Study the Laws Regulating Antitrust 

Activities of the Insurance Industry of the Banking and 

Insurance Committee of the ll3th Legislature conducted this 

study from May to December of 1988. 
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PART TWO - ANTITRUST LAW 

A. GENERAL ANTITRUST LAW 

The objective of antitrust law is to assure a competitive 

economy based upon the belief that through competition 

producers will strive to satisfy consumer wants at the lowest 

price with the sacrifice of the fewest resources. 1 

Competition among producers allows consumers to bid for goods 

and services. In theory, this results in the best quality 

goods and services at the least possible cost. 

The fundamental federal antitrust law is the Sherman 

Antitrust Act (15 U.S.C.A. §§l-7). Its two main provisions are: 

§l: Every contract, combination in the form of trust or 

otherwise, or conspiracy, in restraint of trade or commerce 

among the several States, or with foreign nations, is 

hereby declared to be illegal ... 

§2: Every person ~ho shall monopolize, or attempt to 

monopolize, or combine or conspire with any other person or 

persons to monopolize any part of the trade or commerce 

among the several states, or with foreign nations, shall be 

deemed guilty of a felony 
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State antitrust statutes often parallel the federal acts 

and rely on their interpretation. Maine law sets out similar 

provisions specific to the State in Title 10 §1101 and §1102. 

Like the Sherman Act, the first provision prohibits any price 

fixing agreement between two or more businesses. 

provides: 

10 MRSA §1101 

"Every contract, combination in the form of trusts or 

otherwise, or conspiracy, in restraint of trade or commerce 

in this State is declared to be illegal; provided that no 

association or corporation organized for the sole purpose 

of marketing, producing or trucking pulpwood or saw logs, 

the members of or stockholders in which are actually 

engaged in the production of such products or selling, 

cutting or trucking the same shall be deemed to be a 

conspiracy or a combination or in restraint of trade or an 

attempt to lessen competition or to fix prices arbitrarily; 

nor shall the marketing contracts and agreements between 

such association or corporation and its members or 

stockholders be considered illegal as such or in unlawful 

restraint of trade or as part of a conspiracy or 

combination to accomplish an improper or illegal purpose. 

Whoever shall make any such contract or engage in any such 

combination or conspiracy shall be guilty of a Class C 

crime." 
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The second provision prohibits monopolization (which 

prohibits any one company from becoming too large). 

§1102 provides: 

10 MRSA 

"Whoever shall monopolize or attempt to monopolize or 

combine or conspire with any other perqon or persons to 

monopolize any part of the trade or commerce of this State 

shall be guilty of a Class C crime." 

The most common violations of antitrust law are: 

1. Price fixing. Price fixing results from an agreement 

between competitors with the purpose and effect of 

limiting competition. 

2. Group boycott. A group boycott occurs when two or 

more businesses join forces to keep another business 

out of the market. 

3. Tying violations. A tying arrangement exists whenever 

a seller stipulates that he will sell a product or 

service - the tying product - only if the consumer 

agrees to purchase another product or service - the 

tied product. 

Immunity from the antitrust laws has been granted to 

several special markets and activities, such as agricultural 
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and fishery marketing associations and export trade 

associations. 2 Included in these exemptions is the 

insurance industry. 

B. ANTITRUST LAW AND THE INSURANCE INDUSTRY 

In 1945, Congress enacted the McCarran-Ferguson Act~ (15 

U.S.C. §§1011-1015) which, in part, exempts the insurance 

industry from the federal antitrust laws if the state regulates 

the industry 3
• The relevant parts of the Act provide: 

§1: Congress hereby declares that the continued regulation 

and taxation by the several states of the business of 

insurance is in the public interest, and that silence on 

tLe part of the Congress shall not be construed to impose 

any barrier to the regulation or taxation of such business 

by the several states. 

§2(a): The business of insurance, and every person engaged 

therein, shall be subject to the laws of the several states 

which relate to the regulation or taxation of such business 

" 

*Currently, the McCarran-Ferguson Act is the focus of a 
bill in Congress (HR 2727) which seeks to repeal the Act. As 
of the publication date of this report, the bill is in the 
Monopolies Subcommittee of the House. 
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In addition to the ·general antitrust provisions in Maine 

law (which parallel the Federal statute), Maine has enacted 

specific antitrust legislation regulating trade practices in 

the business of insurance in response to the McCarran-Ferguson 

provisions indicating that state antitrust regulation regarding 

the business of insurance will supercede federal regulation. 

Title 24-A, Chapter 23 of the Maine Revised Statutes 

defines or provides for the determination of all such practices 

which constitute unfair methods of competition or unfair or 

deceptive acts or practices. 

are: 

Included in the unfair practices 

1. " ... any trade practice which is defined in this 

chapter, as, or determined pursuant to this chapter, to be an 

unfair method of competition ... " (section 2152); 

2. " ... any agreement to commit, or by any concerted action 

commit, any act of boycott, coercion or intimidation resulting 

in or tending to result in unreasonable restraint of or 

monopoly in the business of insurance." (section 2158, 

sub-section 1); 

3. " ... any agreement to commit any act of boycott, 

coercion or intimidation, or in pursuance thereof monopolize or 

attempt to monopolize any part of the business of insurance." 

(section 2158, sub-section 2); 
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4. " ... ~ny method of competition or ... any act or 

practice not defi~ed in this chapter ... which is unfair or 

deceptive ... " (section 2166, sub-section 10). 

Testimony before this study subcommittee by the Attorney 

General's Office and by representatives of the Insurance 

Industry speaking on behalf of and with the authorization of 

the insurers they represent has indicated that the provisions 

of Maine law concerning general antitrust activity and the 

provisions of law specifically addressing the antitrust 

activities of the insurance industry clearly apply to the 

business of insurance and those engaging in that business. 

After reviewing the appropriate laws and the relevant 

testimony, this subcommittee finds that the general antitrust 

laws (5 MRSA §§206-214 and 10 MRSA §§1101-1108) and the 

specific antitrust laws concerning the business of insurance 

(24-A MRSA ch. 23) do apply to the insurance .industry and the 

business of insurance in Maine. 

Whether those laws are adequate to protect the consumer is 

a separate question which is addressed by this study.in two 

aspects: tying violations and rating organizations. Rating 

organizations are discussed in PART THREE of this report. 

Tying violations are discussed in the following section. 
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C. TYING VIOLATIONS 

A tying arrangement in the context of insurance sales would 

occur when an agent and/or an insurer required an applicant tor 

one type of insurance to obtain a second type of insurance from 

the same insurer as a condition for issuance of the first type 

of coverage. The question arose before the commission when it 

was alleged that one insurer was requiring a current customer 

who carried homeowners insurance with that insurer to also 

switch the automobile insurance to the same carrier or be 

denied a renewal of the homeowners coverage. 

According to the Attorney General's Office, "There is no 

express prohibition of this conduct in the Insurance Code." 4 

However, the Superintendent of Insurance in 24-A MRSA §2166, 

sub-§10, is authorized to prohibit undefined practices if they 

are unfair or deceptive. Conduct constituting tie-in sales 

might be found to be a violation of this general authority. As 
' . 

has been pointed out by the Attorney 'General's Office, tying 

arrangements are not prohibited if the consumer is not 

unreasonably restricted in his or her ability to purchase the 

desired coverage elsewhere. The result is that tie-in sales 
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are not prohibited per se; but ''may" be found to be a violation 

of a general prohibition section if the attendant circumstances 

prove an actual restraint on trade or competition exists. The 

Bureau of Insurance is currently preparing a bulletin to help 

clarify acceptable and unacceptable tie-in sales. 

proposed bulletin in Appendix B). 
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PART THREE - RATE MAKING IN MAINE 

A. A REVIEW OF THE FILING PROCESS 

1. Genera I L.i nes of Insurance 

Maine law allows an insurer or a licensed rating 

organization (when the insurer has authorized the 

superintendent to accept filings from the organization on its 

behalf) to file rate changes. The ratings must be filed at 

least 30 days in advance of the effective date, although this 

provision may be waived. 

The type of rate making system ir Maine (except for 

Workers' Compensation Insurance) has been described as a "file 

and use" system. Insurers (or rating organizations) file a 

rate change and, if no action is taken by the Bureau of 

Insurance, those rates become effective after a 30 day waiting 

period (or longer if so requested.) The Bureau will 

acknowledge rates which it does not disapprove. Maine law 

gives the Bureau the authority to review the proposed rates 

against statutory criteria and disapprove those rates if they 

fail to meet the statutory criteria. The burden of proof lies 

with the Bureau of Insurance to prove that the proposed rates 

do not comply with the statutory criteria. In actual practice, 

formal hearings that result in disapproval of a rate are rare. 
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However, many filings are either disapproved and the filer does 

not elect to request a hearing, or the filing is amended by the 

company and the original filing is not approved. Because 

insurers want to avoid the time and expense of a hearing, they 

are usually willing to revise a filing or choose not to contest 

a disapproval. 

The rate filing must state the effective date, the 

character and extent of coverage contemplated, and any 

supporting data. The supporting data may be based on the 

experience or, if no experience is available, the judgment of 

any combination of the following: (l) the insurer or rating 

organization making the filing, (2) any other insurer or rating 

organization, or (3) any other factors deemed relevant by the 

insurer or rating organization. 

Once the Bureau receives the filing, it is assigned to an 

actuary or rate analyst for an initial review for completeness 

and compliance with the law. The Property and Casualty 

Division and the Actuarial Division within the Bureau work 

together on rate filings. 

The Bureau of Insurance looks at the following factors in 

examining a rate filing: 

l. timeliness of data; 
2. Maine vs. countrywide data; 
3. premiums adjusted for prior rate changes; 
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4. adjustments to losses; 
a. loss development factors 
b. trend factors 

5. recent law changes, regulations; 
6. expense load, overhead; 
7. profit factor, consideration of investment income; 
8. classification relativities; 
9. territorial relativities; 
10. rating rules; 
11. credibility of data; 

a. volume of business 
b. comparisons with other sources of data (financial 

reports, other insurers, non insurance data) 
12. non recurring factors; 
13. availability, competition; 
14. impact on insureds. 

Throughout the review process, the Bureau and the filing 

agent (insurer or rating organization) will maintain a 

continuing dialogue as necessary to ensure that the Bureau has · 

sufficient information to complete its· analysis. After all the 

information has been received and reviewed, the Bureau will 

acknowledge the filing, disapprove the filing, or suggest that 

an amendment to the filing be submitted. Given their limited 

resources, the Bureau traditionally devotes more energy to 

reviewing upward deviations from rating organization's standard 

rates than downward deviations. The insurer or rating 

organization may request a hearing if the Bureau and the filing 

agent cannot resolve any remaining issues. A final 

administrative decision by the Superintendent may be appealed 

to the courts. 
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If an insurer or rating organization would like to begin 

using the rates before the filing process can be completed, it 

may request a suspension or modification of the filing 

requirements. 
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2. Workers' Compensation Insurance 

Rate making for workers' compensation insurance requires 

prior approval of the Bureau of Insurance. 5 The law permits 

both rating bureau and independent company filings, but in 

practice all companies licensed to write workers compensation 

insurance are members or subscribers to the National Council on 

Compensation Insurance (NCCI), and rely on NCCI to file rates 

on their behalf. The law authorizes the Superintendent of 

Insurance to eqtablish rates, he or she is not limited to 

approving or disapproving the filed rates. The rates 

established by the Superintendent are maximum rates, an insurer 

may use rates less than those approved if filed within five (5) 

days after use. 

Maine law requires that all companies writing workers' 

compensation insurance in Maine participate in a residual 

market mechanism. Title 24-A MRSA §2366 provides: "All 

insurers authorized to write workers' compensation and 

employers' liability insurance in this State shall participate 

in the workers' compensation insurance residual market 

mechanism, which is composed of an Accident Prevention Account 

and a Safety Pool." Any employer unable to obtain coverage in 

the voluntary market is guaranteed coverage through this 

residual market mechanism. 
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Unlike the rating law applicable to other lines of property 

and casualty insurance, the Workers' Compensation Rating Act 

contains the specific content of filing requirements. Rating 

bureaus must file for each of the three (3) preceding calendar 

years premium, loss, expense and investment income allocable to 

risks in this state. Data is required in aggregate, by 

company, and for loss information by classification. 

Additional information is required on reserves, company 

management and loss control and safety engineering efforts and 

expenses. If, after an initial review for completeness and an 

opportunity for the filer to submit additional material, the 

filing is found by the Superintendent to be incomplete it must 

be dismissed. 

If the filing is found to be complete, a public hearing 

must be held. The Public Advocate is a participant in the 

hearing, and other entities, such as employers and employee 

representativesi may participate. 

The factors listed previously under general lines of 

insurance would be examined during the workers' compensation 

rate hearing. In recent years particular attention has been 

focused on reserving, loss development, investment income, a 

fair profit factor, and evaluation of the effects of recent law 

changes. Because workers' compensation claims may extend for 

many years, the estimation of the impact of each of these 

factors is critical in establishing just and fair rates. 
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After completion of the hearing and review of the testimony 

the Superintendent issues a decision establishing the rates. 

The decision may be appealed by a party or affected person to 

Superior Court. 
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GROUP AIW/OR COI/oPANY OR PROGRAM: 
(as listed by marl-',et share) 

Maine Bonding and Cas .. Co. Homemaster 
Maine Bonding 

Commercial Union 

York Mutual 

Maine Mutual 

Allstate 

Northern Assurance 
Commercial Union 

H0-80 
PAP Plan 

Master 

1·2 
Town Class: > 3-4 

• ·outside City Limits 5-6 

Slate Farm 

Hanover 

Vermont Mutual 

Middlesex Mutual 

Concord 

Andover Companies 

Massachusetts Bay 
Hanover 

Superior 
Standard 

Special 
Standard 

Master 
Standard 

Merrimack Mutual 
Cambridge Mutual 

Union Mutual England Guaranty Superior 
Regular 

Aetna Life & Cas. Standard Fire Ins. Co. 
Aetna Cas. & Surety Co. 

Patrons-Oxford Mut. Ins. Co. Downeaster 
Standard 

Mutual Fire Ins. Co. Saco Preferred 
Regular 

New Hampshire Insurance Granite State 
N.H. Ins. Co. 

Peerless 

Royc:_l Group 

Liberty Mutual 

USAA 

• 200 Deductible 

Preferred 
Regular 

Royal Indemnity 
Royal Insurance Co. 

Preferred 
Standard 

I-5 

.... ... 

A, E3 & C 
within 
1000' 

174 
227 

176 
263 

205 
230 

182 

1!:11 
1!:7 
204 

175 

189 
• 22.7 

163 
218 

152 
175 

189 
205 

within 
5 miles 

174 
227 

176 
263 

205 
230 

192 

204 
204 

2041216*. 

175 

189 
227 

163 
218 

158 
184 

189 
205 

D 
within within 
1000' 5 miles 

174 174 
227 227 

176 
289 

205 
230 

182 

216 

187 

189 
22.7 

163 
-218 

164 
·.184 

189 
205 

176 
289 

205 
230 

192 

2161235 

187 

189 
22.7 

163 
218 

164 
184 

189 
205 

E 
within 

5 miles 

183 

185 
323 

205 
230 

192 

235 

187 

198 
237 

163 
218 

164 
184 

189 
205 

F 
o·:er 

5 miles 

232 
382 

281 

327 
368 

307 

317 

248 

316 
696 

261 
.. ·348 

263 
295 

296 
327 

·---
. A, ct.. C 

\':ithin 
1000' 

395 
516 

399 
598 

466 
523 

415 

409 
421 
438 

362· 

416 
500 

371 
495 

347 
399 

417 
466 

v:ithin 
5 miles 

395 
516 

399 
598 

466 
523 

437 

438 
438 

438/462*. 

362 

416 
500 

371 
495 

·359 
423 

417 
466 

---·--·-----------

within 
1000' 

395 
516 

399 
658 

466 
523 

437 

462 

394 

416 
500 

371 
495 

371 
423 

D 
within 
5 miles 

395 
516 

399 
658 

466 
523 

437 

4621503'. 

394 

416 
500 

371 
495 

371 
423 

417 
466 

E 
within 
5 miles 

416 
544 

420 
744 

466 
523 

437 

503 

394 

. 437 

524 

371 
495 

371 
423 

417 
466 

F 
or over 
5 miles 

643 
841 

639 
957 

744 
838 

698 

679 

515 

379 
835 

593 
791 

569 
705 

661 
744 

Additional Condili-Jns, Credits and Coverag:s 
(See Footnotes) 

b: 

1.4.b. 

·b.c. 

3. S250 deductible 

1.2.3.4.b. 

1.b. 
$250 deductible 5-10% discount for 3 yr.+ renewals. 

"1.a.b.c. 

*1.2.4.a.b. 

4. (Special, only) 
$250 deductible 1.b. (both) 

1.2.3.b.c. (Master, only) 

205/164** 205/164 .. 205/164 •• 205/164 •• 205/164•. 3271261*' 1651372** 4651372** 465/372** 4651372 .. 4651372** 744/594** 
218/174 281/174 218/174 218/174 218/174' 3481279 1951396 4951396 4951396 4951396 4951396 7921633 

• *With Replacement Cost Credit 
a.b.4. (both) 

174 
205 

171 
215 

179 
256 

179 
230 

183 
229 

174 
215 

178 
238 

186 
202 

178 

174 
205 

171 
215 

179 
256 

179 
230 

183 
275 . 

183 
226 

178 
238 

209 
227 

214 

Special Credits Available 
a. Non·smoklng discount. 

174 
205 

171 
215 

179 
256 

179 
230 

183 
22.9 

174 
'215 

178 
238 

186 
202 

178 

b. Extra Credit lor smoke detectors. 

174 
205 

171 
215 

179 
256 

179 
230 

183 
275 

183 
226 

178 
238 

209 
227 

214 

c. If Insuring both HomeOI':ners anc Au:c. 

174 
205 

230 
288 

179 
256 

179 
230 

183 
275 

183 
226 

178 
238 

209 
227 

214 

278 
327 

334 
419 

286 
409 

286 
368 

292 
354 

280 
343 

285 
381 

307 
334 

285 

396 
466 

350 
442 

407 
582 

407 
524 

395 
495 

396 
489 

405 
540 

380 
414 

345 

396 
466 

350 
442 

407 
582 

407 
524 

395 
596 

417 
513 

405 
540 

426 
463 

414 

1ddition 3( Coverages 
. Inflation Guard. 

396 
466 

350 
442 

407 
582 

407 
524 

395 
495 

396 
489 

405 
540 

380 
414 

345 

396 
466 

350 
442 

407 
582 

407 
524 

395 
596 

417 
513 

405 
540 

426 
463 

414 

:. HighE·r Limit on Credit Card Theft/Forgery. 

396 
466 

472 
590 

407 
582 

407 
524 

395 
596 

417 
513 

405 
540 

426 
463 

414 

1, Dwelling amount increased 10°/c il no outbuildings. 

632 4.ab. 
744 

686 
859 

651 
930 

651 
837 

633 
779 

636 
780 

651 
867 

628 
682 

552 

1.3.b. account credit 

4.b.c. 

1.3.4.b. 

*1.3.b. 

4.a.b.c. 5% credit for I.D. Kit 

5% account credit (Indemnity only) 
4. 

1.2.b. 2.5% Credit for 90% . 
coinsurance 

1.2.b. 

4. "Guaranteed Replacement Cost" on D•nelling . 
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Automobile Insurance Premium Comparison Report 

The cost of automobile insurance may vary greatly depending upon which.company 
you choose. An insurance company's rates are ·generally based upon the claims 
it must pay out. operating expenses. and a reasonable margin for profit. The 
premiums you pay for insurance will be higher or lower depending upon the·. 
amount of insurance you buy. the type of policy issued. where· you l-ive. the 
type of auto you drive and haw it is used. the age and driving record of 
drivers. the underwriting emphasis of the company and other pet:tinem.: factors. 

There are many ways in which you as an insurance buyer may be able to control 
the cost· of auto insurance. Here are several suggestions: 

Shop around. Insurance rates are not all the same and may vary· significan~ly 
from cOm.paoy to company. Obtain information about rates. service and claims 
practices from a number of companies and agents •. 

Use Deductibles. Your auto insurance rates will decrease as you raise the 
deductible 'amounts on your policy. A deductible is the amount of a loss that 
you pay. For example. if you have a deductible of $250 and have $1.000 worth 
of damage. you pay the first $250 and the insurance company pays the 
remainder; Compare the premiums at different levels. 

O.U.I. (.Penalties and costs for OUI are not limited to bail. fines and 
attorney's fees. Both criminal and civil OUI convictions result in surcharges 
of 100% or more and usually force your insurance into the assigned risk p.ool 
or other high risk program for at least 3 years. Such a record also reduces 
your chances for participating in preferred programs in the future. 

For example. Rating Example 1 in Portland insured under a preferred plan could 
wind up paying almost double the premium shown for the same example in the 
Maine Auto Plan - which translates to an increase of OVER $1.000 in insurance 
cost alone.; starting as soon as the company learns of such infraction. The 
convicted insured also loses the protection of the Cancellation Control Act. 
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Check the cost of insurance before buying a new car. Highpowered or expensive 
automobiles, those attractive to thieves, or ones with a high cost of repair 
rating, all cost more to insure. Take this into consideration as you select a 
new automobile. Insurance costs for moaels in the same price range can vary 
from $00. to $150 or more a year when both collision and comprehensive are 
purchased. Damage resistant bumpers can also reduce insurance costs. 

Drive Safely. Your driving record has a direct effect upon your insurance 
premiums. Traffic violations and serious or co~tly accidents in which you are 
at fault will generally increase your rates·. 

Take advantage of spectal discounts. There are a variety of premium discounts 
offered by insurance companies among which are the following: "good student" 
discounts for young drivers with good academic records, discounts for insuring 
two or more cars on the same policy, "good driver" discounts having had no 
accidents or serious traffic violations as well as for young drivers who have 
completed driver· education courses, car pool discoun·t~. consideration for 
properly installed and approved anti-theft devices and passive restraints, and 
low mileage discountso Some companies allow a credit if the insured's. 
dwelling is written on a homeowners policy in the same .company or group. 

Eliminate unneee.,;sary coverages. Caref~lly co.nsider not insuring for 
comprehensive or collision on older vehicles. Your need for higher uninsured 
moto~ist and/or m~Jical payment limits may be tempered by an individual's 
·situatio~. Ari older driver, retired with pension and Medicare does not have 
·the needs of a young father who has only a minimu·m health plan and no 
extensive sick leave program.· 

Be persisteni:. If you have been turned down by one insurance company pecause 
you had an auto accident or traffic violation~ try other companies. Do not 
assume that you wUl be tUrned down by all companies. Keep trying. If all. 
falls and you are unable to obtain· auto insurance, any licensed agent ca·n 
obtain insurance for you through the Maine Automobile Insurance Plan. The 
"Assigned Risk" plan should be a last resort because the premium rates are. 
generally higher than those offered on a voluntary basis. 

Footnotes 
(See rating table) 

* $50,000 Combined Single Limit except as noted 

a. Medical payment limit is $1,000 or higher 

b. Annual mileage less than 7500 miles 

c. For (Berwick, Lebanon, No. Berwick. Ogunquit. So. Berwick and 
Wells, see Remainder of State: for Hampden-Hermon & Brewer. see Bangor 

d. Bangor Area premiums total $266. $606. & ineligible 

e. Bangor Area premiums t:otal $332, $7 58, and $462 

f. Does not qualify due to driver's age or experience or for new 
business 

g. Augusta-Gardiner premiums total $245, $594. aiJ,d $287 . 

h. Subject to Divide,nd - Not guaranteed 
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CAVEAT; The danger in publishing such ·a rate comparison is that the consumer 
will not realize that auto insurance rating is a complex procedure and is 
based upon many variables. Price is only one important factor that should be 
considered when selecting an insurance company. Policy .provisions. claims 
P.ractices. personal service by agents or sales representatives and company 
financial strength. are other important factors. 

Insurance companies establish geographical rating territories based upon 
claims experience. 'lhere are as many as A E& such territories. in .Maine 
depending upon the company. The place where the automobile is principally 
garaged will determine which territorial rates are used. ~ fto D. 

'I ¥Rating examples have been showii to compare premiums £~rivers of 
different ages having different driving records. using the same model vehicJ,:e. 
but with different use of the vehicle. 

, 

Rating Example No. 1 - These are· premiums for an adult driver. married. 35 
years of age. no accidents or convictions. car po.ols 2 days a week - 12 · 
miles one way. 

Rating Example No. 2 - These are premiums for an 18 year old male with 
driver education - licensed 3 years - not principal operator. No 
accidents or convictions for any operator. Parents are only other named 
op~rators. Pleasure use. 

The vehicle in each example is a ~9 86 Ford Tempo GL 2-door sedan Sye·6. / 

Coverag~s U @ rating examples are as follows: 

$20.000 per person/$40.000 per accident - Bodily Injury Liability 
$10.000 per accident - Property Damage Liability 

or. as noted by * 
$50.000 Combined Single Limit Liability 

$500 - Med.ical Paym~nts 
$100 - Deductible Comprehensive 
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$200 - Deductible Collision 
$20,000 per person/$40,000 per accident - Uninsured Motorists 

Policy limits for liability_ coverages are the minimum financial responsibility 
limits and are in no way intended to suggest adequate limits - they are 
selected for rate comparison purposes only. 

The so called "Single Limit Policy" is a little more_eXpensive than the "Split 
Limit Policy", however, with today 1 s costs ·~or me4ical attention. law suits, 
and repairs for autos, trucks and othet:: -property, it c;:an be a good value. 

Such a policy makes the 'entire limit available to respond to any liability 
claims (resulting from an accident) rather than a total bodily injury limit 
for each accident, a sub limit for each person, and a· separate limit for 
property damage. 

This· automobile comparison· shoul:d be used as a guide only. While it does sli~ 
which companies have rates that are higher or. lower in the specific examples 
listed, the relative posi tiou of a company • s rates ll!ay vary substantially in 
particular cases. 

To use this comparison, find the ter.ritory co.lUm.n for ':he location where the 
car is gara-ged. Letters after a Company. name refer to the footnotes, and deal 
with differences in coverage, rating metho4 or territo.y. 

\• 
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GROUP AND/OR COMPANY OR PROGRAM 

.e tna: Aetna Cas & Surety 
Aetna Ins. Co. of Htfd. 

\llstate Ins. Co. 

;omm. Union: Empl. Fire· Ins. Co. 
Commercial Union 

~oncord Gr: Concord Gen. HUt. 
Green Mountain· 

Ianover: Mass. Bay· 
H~nover 

.iartford Ins. Hfd. Cas. Ins. t:C~. 

Hfd. Ace. & Ind. Co~ 

:lorace Mann 

Liberty Mutual Fire Ins. Co. 

~aine Bond. & Cas: Automaster 
Standard 

~ine Mutual Fire Ins. Co. 

Metropo 1. Prop. ~ Liab. ·In~.- Co. 

NH Ins. Gr.: Granite St. Ins. Co. 
NH Ins. Co. 

Patrons-Oxford Mut: Prefer.red 
Standard 

Peerless: "Preferred 
Standard 

Prudential Prop. & Cas. Ins. Co. 

State Farm Mut. Auto. Ins. Co. 

Travelers Ind. Co.: Preferred 

USAA 
USF&G: 

Standard 

.Fid.·& Guar. Ins. Co. 
U.S. Fid. & Guar. Co. 

York Mut. Prof. Auto Plan 

<: r'\, ~ t- r~ ... .....,. rof' r..,""'f"' rl.;..,._ 

Ll.Wl. L t'u r L J.a.nu a.DeLn, t aJ.-

(except mouth 
Islands) So. Port. 

Westbrook 

Ex.amp le: Example: 

1 2 

s-is ·to·5o 
664 1350 

X 332 812 

X 458 951 
X 5.40 1123 

. 5'57. 1160 
690' 1441 

491 1114 
608 1383 

X 638.1169 
X 738·i364 

X 380 999 

X . 457 985 

526 1291. 
620 1526 

393 934 

1- • 2 

'·420. ·.8~8 
548 1112' 

302 748 

388 804 
450 934 

453 937 
560'il67 

431 977 
533 1210 

524 . 955 
605 1112 

295 787 

412 895 .. 

446 1091 
536 1316 

393 934 

X '498 1002· 421 847 

540' .1123 . : 445 .924 
718 1497 589 1226 

482 . 997 408 842 
564 1171 477 988 

X 538.1280 
X · 615 1402 

X· 506' 929 

X ·338 933 

X 446 1021 
X • 558 1276 

X 460 965 
464 963 

X 551 1150 

478 1386 

427 968 
. 489 1111 

466 85.4 

310 856 

347 792 
434 990 

378 787 
373 773 
436 930 

4·30 1246 

,.~ "-,.. .... ~-

LOOK 
Madatoaska 
Ft. Kent 
etc. 

Example: 

1 . 2 

460 .930 
598 1214 

286 698 

364 753 
426 884 

443 917 
550 1142 

415 940 
514 1166' 

517 9.40 
596 1094 

. 287 767 

378 755 

454 '1111 
574 1411 

393 934 

409 818 

436 905 
576 1199 

380 785 
.· 445 922 

417 960 
475' 1080 

384 702 

279 770 

363 830 
454. 1038 

372 774 
378 781 
442 915 

411 1191. 

NON STANDARD INSURERS & ASSIGNED RISK PLAN (250 Deductible on.Collision.) 
Dairyland Ins. Co. 
~1aine Auto Ins. Plan 
Progressive Cas. Ins. Co. 

Footnotes: 
*Tn=1.i.:;:ih1e 

X 
X 
X 

I-10:. 

912 2460 768 2112 780 1524 
832 1387 714 1194 683 1141 
714 2068 656 1864 650 1824 

b. $250 deductible collision 

r .. -t....,.._, __ J 

uurn.:..ill, ~.>L<:.y 

Long·& Peaks 
Is. Standish 
So. Windham, 
Yarmouth 

Example: 

1 2 

446 904 
584 1186 

312 780 

362 748 
422 876 

472' 978 
585 ·1218 

432 9.78 
534 1212 

544 993 
629 1156 

348 919 

382 .837 

466 1141 
538 1305 

393 934 

4l!l 89] 

466 96f 
615 128( 

412 85< 
'•482· 99' 

:· 

413 93 
475· 108 

434 79 

309. 85 

352 8C 
440 lOC 

393 81 
366 7~ 
446 9: 

411 ll' 

744 
721 
650 

20 
t2 
18 



<' ., 

\..oll.lJU,Uj L.lll::wt:: l .:>c ... .:u, VLU r.ui.JUlli UalUl.ltt.::.l r\J..l.~J.U-. lU(U, ht,:;..l..l::> lua...ll.&ut.:.L. 
1'-"'.,····-.,, T"".!_r.•_.,~, •, ' r .-. • 

Houlton, i::.tc. 

Example:-

1 

. 420 850 
. 542 1098 

284 700 

338 699 
392 813 

Farmcile 
Randolph 

Example: Example: Example: Example: 

1 2 1 2 1 2 1 2 

446 902 446 902 446 902 454 918 
600 1218 600 1218- . 600 1218. 588 .,1.194 

320 806 322 812 ·~42 866 312 788 
" ·-· 

382 791 382 791 382 791 364 753 
44'8 9'30 448 930 448 930 424 880 

433 896 .. . 500 1039 . 500 1039 500 1Q.39 . 
537 1115 62i ·1291 ·621·-1291' 62.1.12.91 

474 
587. 

984 
1222 

. 380 858. 
471 . 1068 

504 . 915 
581. 1065 

287 767 

357 753 

390 951 
474 1161 

393 934 

435 985 435 985 435 985 
538 1222 538 1222 538 1222 

. 574 1050 574 1050 574 1050 
664. 1223 664·1223 664.1223 

427 
'527 

546 
630 

968 
1197 

994 
1158 

341 904 351 927 347 919 . 350 926 

409 895 398 871 398 871 396 573 

444. 1086 444 1086 438 1071 414 1011 
556 1366 556 1366 544 1336 492 1206 

380 907 . 380 90T ·. 380 907 :380 901 

401 • 893. 450 909 450 909 450 909 432 871 

405 840 490 1018 4~ 1018 477 991 457 949 
534 1110 .647 1448 649 1352 633 1318 607 1264 

380 785 443 917 443 917 443 917 ... 422 873 
445 922 . 519 1078 519· 1078 519 1078 494 1024 

399 .906 
458 1043 

413 757 

279 770 

365 830 
456 1038 

364 755 
347 717 
413 854 

411 1191 

434 985 460 1045 460 1045 416 944 
497 1130 526 1196 526 1196 475 1080 

432 792 432 792 432 792 440 

317 £74 331'• 915 317 874 303 

374 ~56 386 882 386 882 358 
468 1070 482 1102 482 1102 448 

415 867 415 867 415 867 394 
415 861. 415 861 415 ·867 372 
513 1:10~7. 502 1041· 502 1041'· .460 

430 124'6 430 1246 . 430 1246 .430 

808 

'837 

816 
1020 

821 
710 
954' 

1Z46 

Example: 

1 2 

454 . '918 
590 1198 

312 788 

364 753 
424 880 

474 ~84 
587 1222 

427 968 
527 1197 

546 994 
630 ··1158. 

319 849 

SOULil 

Example: 

1 2 

'435 880 
564 1144 

300 746 

342 707 
398 825 

4;31 892 
533· 1111 

388 876 
480 1089 

501 .. 910 
579 1060 

283 758 

Example: 

1 

447. 
. 592 

299. 

364 
430 

. 469 
582 

441 
549 

. 544 
·. 628 

. 332 

2 

904 
1201 

737 

753 
893 

.972 
.1211 

998. 
1247 

990 
·1154. 

880 

392 855 .. 360 780 ' 401 857 

460 1126 396 966 .428 1046 
544 1336 492 1206 526 1291 

380 907 380 907 362 861 

432 871' 434 872 451 909 

456 947 411 852 442 917 
602 1253 542 1127 583 1213 

422 873 384 793 420 869 
494 1024 449 931 492 1021 

416 944 378. '857 429 974 
475 1080 433 982 491 1117 

440 808 

303 837 

358 816 
448 1020 

394 821 
372 770 .. 
460' 952 ; 

. 430 1246 

428 784 NA 

279 170 284 

•374 856 363 
468 1070 454 

361 749 392 
347 717 . 392 
411 850 412. 

411 1191 411 

NA 

782 

830 
1037 

817 
812 
978 

ll~H 

780 2076 
683 1141 
650 1824 

828 2268 828 2268 828 Z268 744 2052 744 2052 
772 1289 772 1289 772 1289 740 1230 740 1230 
748 2148 748 2148 748 2148 656 1864 656 1864 

708 1944 
673 1131 
650 1864 

768 2064 
746 1260 
650 1864 

I-ll 
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John R. ~1cKcrnan, Jr. 

Gm•emor 

Joseph A. Edward., 

Sutlerintentl<'lll 

To: 

Subject: 

DEPARTMENT OF PROFESSIONAL AND FINANCIAL REGULATION 

BUREAU OF INSU.RANCE 
(207) 582-8707 

: .. . ~. -. 

. • November' 3, ·1988 

Members of the Joint.Standing Committee on Banking and 
Insurance 

Jeri :·Gautschi", ·Deputy superintendent, ·Bureau of· 
Insu~ance ·v · , . 
Consumer Activities 

A reorg'anization plan at· the Bureau: of . Insurance was. begun· 
before the last legislative· session.· After legislation essential 
for Lhe reorganiza~ion was passed by the Legislature last Apri·l, 
Bureau staff began to implement the many changes related to the 
reorganization. Consumer services was a priority in this review, 
.analysis, and implementation. Several new procedures and new 
consumer services have been implemented or are presently in the 
proc~ss of implementation. 

Five staff members from the Property/Casualty, Life/Health, 
Consumer, and Market Conduct Divisions attended a newsletter 
worksho~ in October where they learned techniques for setting up 
attract~ve and useful publications. These five people plus 
another Bureau employee with a background in publishing will 
comprise a Bureau publication team. Schedules for various 
publications have been set so that these publications will be 
released on a regular basis in a timely fashion. In the future as 
soo~ as the publications are ready we plan to have press releases 
and public service announcements. We will" continue our current 
practi~e of making these publications available to all libraries 
in the State. 

Members of our staff have also begun preparing a series of 
short informational articles directed at consumers on various 
topics. These articles will be released in brochure form and as 
newspaper articles. 

i· 
Our consumer division is now "computerized". Fiscal year 

89-90 will be the first fiscal year that all complaint 
information will be accessible through the computer. Wa will now 
be able to discover patterns of complaints against agents or 
insurance companies. This information will be used by our new 
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Market Conduct Division to target investigations. 

We have also instituted new procedures in the consumer· 
division in order to be able to respond to consumer complaints 
more quickly. These new procedures are necessary in order to 
keep up with the escalating number of complaints. We are 
currently receiving an average of thirty-~ive calls ... a day ·f.rom 
consumers. · .. 

The new Market , Conduct. Div,:.is.ioil should· be fully staffed by 
January. Once the .. Market Conduct Division is fully staffed, and 
trained, we plan to·- investigate agents and insurers for unfair 
trade practices, improper ·ctaims practices and false advertising,· 
on a re9ular basis •. The Market Conduct· Division· will also be 
resP?ns~bl~ f?r coo~din~ting.~~e Bureau's programs .~o .educat~ t~~ · 
public on ~ns~rance top~cs. . .. · · 

. . ' .. . ~ 

Our new Market. Conduct Examiner 
October 31, 1988. She has begun work 
projects since .he~ arriv~. 

- . . . .... .. . .. ~ . ' ( .. .: ,•• ·. .,· . .. : . ,. ' 

began work with us· on 
on several investigative 

··We . are ali vecy excited ·about· the new consumer serv..;,.fes we· 
are imJ?lementing. The Bureau staff is committed to giving the 
consum~ng public assistance in insurance mat·ters. 

JG/lm 

,. ,. 
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TITLE 24-A 

§ 2328. £xaminations 
. ' 

The superinterid~ht shall examine the affairs, transac­
tions, accounts and records of each ratirig organization li-. 
censed in this State as provided in section 2310, of each 
·advisory organization in this State. as.~efined in section 
23~1, and of jo_int:.unde.t:writers· and 'joint reinsurers as de-
fined in section 23'22, as often as he deems.advisable, but 
n6t less frequently than once every 5 years. The examination 
shall be conducted in the same manner and is subject to the 

.same applicable prpvisions· as apply to examination Qf insur-· 
·ers· in· ch~pte~ 3~ The .reasonable costs of any sue~ examina­
tion.shall be paid by the organi~ation or associat~on so ex­
amined. In lieu of any such examination,.the superintendent 
may accept the report of an examination made by the insur­
ance supervisory official of another state, pursuant to the 
laws of such state. 
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FIRST REGULAR SESSION 

ONE HUNDRED AND FOURTEENTH LEGISLATURE 

Legislative Document 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY NINE 

AN ACT Providing for a Report on the Availability 
of Insurance and Level of Competition Within 
the Insurance Industry in Maine and a Report 
on Insurance Rating Organizations in Maine. 

No. 

Be it enacted by the People of the State of Maine as follows: 

Sec. l. 24-A MRSA §221-B is enacted to read: 

§221-B. Competition and availability of insurance 

1. General review. The Superintendent of Insurance shall 
review annually each authorized insurer in each line of 
insurance in the State for which a rating organization is 
authorized to file rates. The superintendent shall review 
individual insurers involved in those specific lines for which 
the superintendent has a reasonable cause to believe that 
competition may not be an effective regulator of rates for the 
purpose of determining the level of competition among insurers 
providing those lines and the availability of insurance within 
those lines. 

2. Review of specific lines of insurance. In the 
superintendent's determination of the specific lines of 
insurance to be reviewed pursuant to subsection 1, the 
superintendent shall consider: 

A. The number of insurers actually writing insurance 
within the line; 

B. The extent and nature of rate differentials among 
insurers within the line; 
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C. The respective market share of insurers actually 
writing insurance within the line and changes in that 
market share over previous years; 

D. The ease of entry into the line by insurers not 
currently writing such line; 

E. The degree to which rates within the line are 
established by rating service organizations; 

F. The extent to which insurers licensed to write the line 
have sought to obtain new business within the line within 
the past year; 

G. Whether a pattern of excessive rates exists within the 
line in relation to losses, expenses and investment income; 
and 

H. Any other factors the superintendent considers relevant 
to the determination of whether competition is an effective 
regulator of rates within the line. 

3. Report required. The superintendent shall submit a 
report or reports on those line~ of insurance which the 
superintendent has specified as lines for which competition may 
not be an effective regulator of rates. The report shall 
include recommendations to provide a more competitive 
atmosphere. The report or reports shall be submitted annually 
to: 

A. The joint standing committee having jurisdiction over 
banking and insurance; 

B. The Governor; and 

C. The Office of the Attorney General. 

4. Rules authorized. The superintendent shall promulgate 
the rules necessary to carry out this section. 

Sec. 2. 24-A MRSA §2328, as amended by P.L. 1973, c. 585, 
~ is further amended by adding a new paragraph to read: 

If the examination of a rating organization is satisfied by 
acceptance of another state's report on that rating 
organization, the superintendent shall submit a report to the 
joint standing committee of the Legislature having jurisdiction 
over banking and insurance concerning his analysis of that 
report, any deficiencies noted by the superintendent or in the 
other state's report, and on what action has been taken to 
correct those deficiencies. 
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STATEMENT OF FACT 

Section 1 of this bill requires the Superintendent of 
Insurance to monitor annually each authorized insurer in the 
State of Maine if the superintendent has reasonable cause to 
believe that competition may not be an effective regulator of 
rates within a line of insurance. The bill establishes 
standards by which the superintendent may determine whether 
there is reasonable cause to believe that competition may not 
be an effective regulator of rates within each line. The bill 
also requires that the superintendent more closely review those 
lines for which he has determined there is reasonable cause to 
believe that competition is not an effective regulator of rates 
and to report his findings to the joint standing committee of 
the Legislature having jurisdiction over banking and insurance, 
to the Governor and to the Office of the Attorney General. 

Section 2 of the bill requires the superintendent to report 
to· the Banking and Insurance Committee on the results of the 
examination of insurance rating organizations. That. 
examination is already required by law. 

6858 
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