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Subchapter 1: KINDS OF INSURANCE
24-A 8701. DEFINITIONS NOT MUTUALLY EXCLUSIVE

It isintended that certain insurance coverages may come within the definitions of 2 or more kinds of
insurance as defined in this chapter, and the inclusion of such coverage within one definition shall not exclude
it asto any other kind of insurance within the definition of which such coverage is likewise reasonably
includable. [ 1969, c. 132, 81 (NEW.]

SECTI ON HI STORY
1969, c. 132, §1 (NEW.

24-A 8702. "LIFE INSURANCE" DEFINED

Lifeinsurance isinsurance on human lives. The transaction of life insurance includes a so the granting
endowment benefits, additional benefitsin event of death or dismemberment by accident or accidental means,
additional benefitsin event of the insured's disability, and optional modes of settlement of proceeds of life
insurance. [ 1969, c. 132, 81 (NEW.]

SECTI ON HI STORY
1969, c. 132, §1 (NEW.

24-A 8703. "ANNUITY" DEFINED

For the purposes of this Title, an "annuity" is a contract under which obligations are assumed with
respect to periodic payments for a specific term or terms or where the making or continuance of all or of
some of the payments, or the amount of a payment, is dependent upon the continuance of human life, except
payments made pursuant to optional modes of settlement under the authority of section 702. A contract that
includes extra benefits of the kinds defined in sections 702 and 704 is deemed to be an annuity, if the extra
benefits constitute a subsidiary or incidental part of the entire contract. A charitable gift annuity agreement, as
defined in section 703-A, isnot insurance. [ 1995, c. 375, Pt. C 82 (AMD).]

SECTI ON HI STORY
1969, c. 132, 81 (NEW. 1995, c. 375, §C2 (AVD).

24-A 8703-A. CHARITABLE GIFT ANNUITY AGREEMENT

1. Charitable gift annuity agreement defined. For the purposes of this Title, a"charitable gift
annuity agreement" is awritten contract in which a qualified organization receives money or other property
conditioned upon the organization's agreement to pay an annuity to one or more individuals; aslong as,
with respect to the organization, the annuity meets the requirements for exclusion from the definition of
"acquisition indebtedness" under the Internal Revenue Code, Section 514(c)(5) or a successor provision.

[ 1995, c. 375, Pt. C, 83 (NEW .]

2. Qualified organization defined. For the purposes of this Title, a"qualified organization” is an
organization that is privately and specially established as an instrumentality of the State for a nonprofit
purpose or an organization that meets the following requirements.

A. The organization is a nonprofit organization that is either:
(1) An organization to which the Maine Nonprofit Corporation Act applies; or

(2) Organized under the laws of ajurisdiction within the United States and qualified asaforeign
corporation pursuant to Title 13-B, chapter 12. [ 1995, c¢. 375, Pt. C, 83 (NEW.]

24-A 8701. Definitions not mutually exclusive | 5
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B. The organization qualifies as a tax-exempt organization under the Internal Revenue Code, Section
501(c)(3) or asuccessor provision. [ 1995, c¢. 375, Pt. C, 83 (NEW.]

C. The organization:
(1) Has been operating continuously for 5 or more years;
(2) Isaparent or subsidiary of aqualified organization; or

(3) Isthe successor to an organization that meets the requirements of paragraphs A and B and both
organizations together have operated continuously for 5 or moreyears. [ 1995, c¢. 375, Pt.

C, 83 (NEW.]
[ 1995, c. 375, Pt. C, 83 (NEW .]

SECTI ON HI STORY
1995, c. 375, §C3 (NEW.

24-A 8704. "HEALTH INSURANCE" DEFINED

1. Health insurance. For purposes of this Title, except as provided in subsection 2, "health insurance’
means insurance of human beings against bodily injury, disablement or death by accident or accidental
means, or the expense thereof, or against disablement or expense resulting from sickness, and every insurance
appertaining thereto, including provision for the mental and emotional welfare of human beings by defraying
the costs of legal services only to the extent provided for in chapter 38.

[ 2001, c. 79, §1 (NEW .]

2. Exceptions. Asused inthis Titleand Title 24 in any law enacted after the effective date of this
subsection that mandates medical benefits or coverage in individua or group health insurance policies under
chapter 33 or chapter 35 for certain specific health services or diseases or certain providers of health care
services or that mandates rights and obligations under chapter 56-A, unless the context otherwise indicates,
the use of "health insurance” and related terms such as "accident and health insurance," "accident and
sicknessinsurance,” "carrier,” "health,” "health benefit plan,” "health care,” "health insurer” or "insurer"
does not include, unless specifically provided otherwise in the law, the following types of insurance or any
combination of those types of insurance: accidental injury, specified disease, hospital indemnity, dental,
vision, disability income, long-term care, Medicare supplement or other limited benefit health insurance.

[ 2001, c. 79, §1 (NEW .]

SECTI ON HI STORY
1969, c. 132, §1 (NEW. 1983, c. 801, §1 (AMD). 2001, c. 79, &1 (RPR).

24-A 8704-A. HEALTH MAINTENANCE ORGANIZATION

For purposes of this Title, "health maintenance organization" is defined in section 4202-A, subsection
10. [1993, c. 702, Pt. A 89 (NEW.]

SECTI ON HI STORY
1993, c. 702, §A9 (NEW.

6 | 24-A 8704. "Health insurance" defined
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24-A 8705. "PROPERTY INSURANCE" DEFINED

Property insurance is insurance on real or personal property of every kind and of every interest therein
against loss or damage from any and all hazard or cause, and against |oss consequential upon such loss or
damage, other than noncontractual legal liability for any such loss or damage. Property insurance does not
include title insurance, as defined in section 709. [ 1969, c¢. 132, 81 (NEW.]

SECTI ON HI STORY
1969, c. 132, §1 (NEW.

24-A 8706. "BONDS" DEFINED
The definition of "bonds" includes: [ 1995, c. 329, 84 (AMD).]

1. Fidelity insurance, which isinsurance guaranteeing the honesty of persons holding positions of
public or private trust;

[ 1995, c. 329, §4 (ANVD) .]

2. Surety insurance guaranteeing the performance of contracts, other than insurance policies, and
guaranteeing and executing bonds, undertakings and contracts of suretyship; and

[ 1995, c. 329, §4 (AVD) .]

3. Insurance indemnifying banks, bankers, brokers, financial or moneyed corporations or associations
against loss, resulting from any cause, of bills of exchange, notes, bonds, securities, evidences of debt, deeds,
mortgages, warehouse receipts or other valuable papers, documents, money, precious metals and articles
made therefrom, jewelry, watches, gems, precious and semiprecious stones, including any loss while the
same are being transported in armored motor vehicles, or by messenger, but not including any other risks of
transportation or navigation; also insurance against loss or damage to such an insured's premises or to his
furnishings, fixtures, equipment, safes and vaults therein, caused by burglary, robbery, theft, vandalism or
malicious mischief, or any attempt thereat.

[ 1969, c. 132, §1 (NEW .]

SECTI ON HI STORY
1969, c. 132, §1 (NEW. 1995, c. 329, §4 (AVD).

24-A 8707. "CASUALTY INSURANCE" DEFINED

1. Casualty insurance includes:

A. Vehicle insurance. Insurance against loss of or damage to any land vehicle or aircraft or any draft

or riding animal or to property while contained therein or thereon or being loaded or unloaded therein
or therefrom, from any hazard or cause, and against any loss, liability or expense resulting from or
incidental to ownership, maintenance or use of any such vehicle, aircraft or animal; together with
insurance against accidental injury to individuals, irrespective of legal liability of the insured, including
the named insured, while in, entering, alighting from, adjusting, repairing, cranking or caused by being
struck by avehicle, aircraft or draft or riding animal, if such insurance isissued as an incidental part of
insurance on the vehicle, aircraft or draft or riding animal; [ 1969, c¢. 132, 81 (NEW.]

B. Liability insurance. Insurance against legal liability for the death, injury or disability of any human
being, or for damage to property; and provision of medical, hospital, surgical, disability benefitsto
injured persons and funeral and death benefits to dependents, beneficiaries or personal representatives of
persons killed, irrespective of legal liability of the insured, when issued as an incidental coverage with or
supplemental to liability insurance; [ 1969, c¢. 132, 81 (NEW.]

24-A §706. "Bonds” defined | 7
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C. Workers compensation and employer's liability. Insurance, written on a primary basis, of the
obligations accepted by, imposed upon or assumed by employers under law for death, disablement or
injury of employees; [ 1991, c. 872, 81 (AMD).]

C-1. Employee benefit excess insurance. Insurance, protecting an employer against higher than expected
obligations under an employee benefit plan, at retention levels that do not have the effect of making the
plan an insured plan. Reinsurance provided to employers that self-insure their workers' compensation
exposures pursuant to Title 39-A, section 403 does not constitute employee benefit excess insurance.
The transaction of employee benefit excess insurance does not constitute the conduct of the business of
reinsurance; [ 2007, c. 466, Pt. D, 84 (AWVD).]

D. Burglary and theft. Insurance against loss or damage by burglary, theft, larceny, robbery, forgery,
fraud, vandalism, malicious mischief, confiscation or wrongful conversion, disposal or concealment, or
from any attempt at any of the foregoing; including supplemental coverage for medical, hospital, surgical
and funeral expense incurred by the named insured or any other person as aresult of bodily injury during
the commission of aburglary, robbery or theft by another; also insurance against loss of or damage to
moneys, coins, bullion, securities, notes, drafts, acceptances or any other valuable papers and documents,
resulting from any cause; [ 1969, c¢. 132, 81 (NEW.]

E. Personal property floater. Insurance upon personal effects against loss or damage from any cause;
[1969, c. 132, 81 (NEW.]

F. Glass. Insurance against loss or damage to glass, including its lettering, ornamentation and fittings;
[1969, c. 132, 81 (NEW.]

G. Boiler and machinery. Insurance against any liability and loss or damage to property or interest
resulting from accidents to or explosions of boilers, pipes, pressure containers, machinery or apparatus,
and to make inspection of and issue certificates of inspection upon boilers, machinery and apparatus of
any kind, whether or not insured; [ 1969, c. 132, 81 (NEW.]

H. Leakage and fire extinguishing equipment. Insurance against loss or damage to any property or
interest caused by the breakage or leakage of sprinklers, hoses, pumps and other fire extinguishing
equipment or apparatus, water pipes or containers, or by water entering through leaks or openings
in buildings, and insurance against loss or damage to such sprinklers, hoses, pumps and other fire

extinguishing equipment or apparatus; [ 1969, c. 132, 81 (NEW.]

I. Credit. Insurance against loss or damage resulting from failure of debtorsto pay their obligationsto the
insured; [ 1969, c. 132, 81 (NEW.]

J. Malpractice. Insurance against legal liability of the insured, and against |oss, damage or expense
incidental to aclaim of such liability, and including medical hospital, surgical and funeral benefits
toinjured persons, irrespective of legal liability of the insured, arising out of the death, injury or
disablement of any person, or arising out of damage to the economic interest of any person, asthe
result of negligence in rendering expert, fiduciary or professiona service; [ 1969, c. 132, 81

(NEW. ]

K. Elevator. Insurance against loss of or damage to any property of the insured, resulting from the
ownership, maintenance or use of elevators, except loss or damage by fire, and to make inspection of and
issue certificates of inspection upon elevators; [ 1969, c. 132, 81 (NEW.]

L. Congenital defects. Insurance against congenital defectsin human beings;, [ 1969, c¢. 132, 8§81
(NEW . ]

M. Livestock. Insurance against loss or damage to livestock, and services of a veterinary for such
animals, [ 1969, c. 132, 81 (NEW.]

N. Entertainments. Insurance indemnifying the producer of any motion picture, television, radio,
theatrical, sport, spectacle, entertainment or similar production, event or exhibition against loss from
interruption, postponement or cancellation thereof due to death, accidental injury or sickness of
performers, participants, directors or other principals; [ 1969, c. 132, 81 (NEW.]

8 | 24-A 8707. "Casualty insurance” defined
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N-1. Involuntary unemployment. Insurance against the loss of income due to a permanent or temporary
job loss or job change. Involuntary unemployment insurance may include labor dispute coverage.
Governmental benefit programs are not considered involuntary unemployment insurance for purposes of
thisTitle; and [ 2001, c. 138, 82 (NEW.]

O. Miscellaneous. Insurance against any other kind of loss, damage or liability properly a subject of
insurance and not within any other kind of insurance as defined in this subchapter, if such insuranceis
not disapproved by the superintendent as being contrary to law or public policy. [ 1973, c. 585,
8§12 (AMD). ]

[ 2007, c. 466, Pt. D, 84 (ANVD) .]

2. Provision of medical, hospital, surgical and funeral benefits, and of coverage against accidental
death or injury, asincidental to and part of other insurance as stated under subsection 1, paragraphs A
(vehicle), B (liability), D (burglary), G (boiler and machinery), J (malpractice) and K (elevator) shall for all
purposes be deemed to be the same kind of insurance to which it is so incidental, and shall not be subject to
provisions of this Title applicable to life and health insurances.

[ 1969, c. 132, §1 (NEW .]

3. Aninsurer other than a casualty insurer may transact employee benefit excess insurance only if that
insurer is authorized to insure the class of risk assumed by the underlying benefit plan. Employee benefit
excessinsurance, even if written by alife or health insurer, is not subject to chapters 29 and 31 to 37, except
to the extent that particular provisions are made expressly applicable by rule or law. No later than July 1,
1997, the superintendent shall by rule set standards distinguishing excess insurance from basic insurance. In
developing these standards, the superintendent may consider the analysis supporting the recommendations of
the National Association of Insurance Commissioners.

[ 1995, c. 673, Pt. B, §2 (AVD) .]

SECTI ON HI STORY

1969, c. 132, §1 (NEW. 1973, c. 585, §12 (AMD). 1991, c. 385, §§5-7

(AVD). 1991, c. 872, §81,2 (AMD). 1995, c. 375, §C4 (AWD). 1995, c.

673, §B2 (AMD). 2001, c. 138, §2 (AMD). 2007, c. 466, Pt. D, §4 (AWD).

24-A 8708. MARINE AND TRANSPORTATION, "WET MARINE" INSURANCE
DEFINED

1. "Marine and transportation insurance" includes:
A. Insurance against any kinds of loss or damage to:

(1) Vessdls, craft, aircraft, cars, automobiles and vehicles of every kind, aswell as all goods,
freights, cargoes, merchandise, effects, disbursements, profits, moneys, bullion, precious stones,
securities, choses in action, evidences of debt, valuable papers, bottomry and respondentia interests
and all other kinds of property and interests therein, in respect to, appertaining to, or in connection
with any and all risks or perils of navigation, transit or transportation, including war risks, on or
under any seas or other waters, on land or in the air, or while being assembled, packed, crated,
baled, compressed or similarly prepared for shipment or while awaiting the same or during any
delays, storage, transshipment, or reshipment incident thereto, including marine builder's risks and
all personal property floater risks, and

24-A 8708. Marine and transportation, "wet marine" insurance defined | 9
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(2) Person or to property in connection with or appertaining to a marine, inland marine, transit

or transportation insurance, including liability for loss of or damage to either, arising out of or in
connection with the construction, repair, operation, maintenance or use of the subject matter of such
insurance, but not including life insurance or surety bonds nor insurance against loss by reason of
bodily injury to the person arising out of the ownership, maintenance or use of automaobiles, and

(3) Precious stones, jewels, jewelry, gold, silver and other precious metals, whether used in business
or trade or otherwise and whether the same be in course of transportation or otherwise; and

(4) Bridges, tunnels and other instrumentalities of transportation and communication, excluding
buildings, their furniture and furnishings, fixed contents and supplies held in storage, unless

fire, tornado, sprinkler leakage, hail, explosion, earthquake, riot or civil commotion are the

only hazards to be covered; piers, wharves, docks and dlips, excluding the risks of fire, tornado,
sprinkler leakage, hail, explosion, earthquake, riot or civil commotion; other aids to navigation and
transportation, including dry docks and marine railways, against al risks; [ 1969, c. 132, 81
(NEW . ]

B. "Marine protection and indemnity insurance," meaning insurance against, or against legal liability

of theinsured for, loss, damage or expense arising out of, or incident to, the ownership, operation,
chartering, maintenance, use, repair or construction of any vessel, craft or instrumentality in use in ocean
or inland waterways, including liability of the insured for personal injury, illness or death or for loss of
or damage to the property of another person. [ 1969, c. 132, 81 (NEW.]

2. For the purposes of this Title, "wet marine and transportation” insurance is that part of "marine and
transportation” insurance which includes only:

A. Insurance upon vessels, crafts, hulls and of intereststherein or with relation thereto; [ 1969, c.
132, 81 (NEW.]

B. Insurance of marine builders' risks, marine war risks and contracts of marine protection and indemnity
insurance; [ 1969, c. 132, 81 (NEW.]

C. Insurance of freights and disbursements pertaining to a subject of insurance coming within this
definition; and [ 1969, c¢. 132, 81 (NEW.]

D. Insurance of personal property and interests therein, in course of exportation from or importation into
any country, or in course of transportation coastwise or on inland waters, including transportation by
land, water or air from point of origin to final destination, in respect to, appertaining to or in connection
with, any and al risks or perils of navigation, transit or transportation, and while being prepared for and
while awaiting shipment, and during any delays, storage, transshipment or reshipment incident thereto.
[1969, c. 132, 81 (NEW.]

SECTI ON HI STORY
1969, c. 132, 81 (NEW.

24-A 8709. "TITLE INSURANCE" DEFINED

Title insurance isinsurance of owners of property or others having an interest therein, or liens or
encumbrances thereon, against loss by encumbrance, or defective titles, or invalidity, or adverse claim to title.
[1969, c. 132, 81 (NEW.]

SECTI ON HI STORY
1969, c. 132, 81 (NEW.

24-A 8709-A. FINANCIAL GUARANTY INSURANCE DEFINED

Theterm "financia guaranty insurance" includes any insurance under which lossis payable upon proof
of occurrence of any of the following events to the damage of an insured claimant or obligee: [ 1987, c.
707, 82 (NEW.]

10 | 24-A §8709. "Title insurance" defined
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1. Failure of any obligor or obligors on any debt instrument or other monetary obligation, including
common or preferred stock, to pay when due the principal, interest, dividend or purchase price of the
instrument or obligation, whether the failure is the result of afinancial default or insolvency and whether
or not the obligation isincurred directly or as guarantor by, or on behalf of, another obligor which has aso
defaulted;

[ 1987, c. 707, §2 (NEW .]

2. Changesinthelevel of interest rates,whether short term or long term, or in the difference between
interest rates existing in various markets;

[ 1987, c. 707, §2 (NEW .]

3. Changesin therate of exchange of currency, or from the inconvertibility of one currency into
another for any reason; or

[ 1987, c. 707, §2 (NEW .]

4. Changesin the value of specific assets, including the residual value of property at the termination of
alease.

[ 1987, c. 707, §2 (NEW .]

SECTI ON HI STORY
1987, c. 707, §2 (NEW.

24-A 8710. "MULTIPLE LINE" INSURERS
(REPEALED)

SECTI ON HI STORY
1969, c. 132, §1 (NEW. 1991, c. 385, §8 (RP).

Subchapter 2: LIMITS OF RISK
24-A 8721. LIMITS OF RISK

1. Noinsurer shal retain any risk on any one subject of insurance, whether located or to be performed
in this State or elsewhere, in an amount exceeding 10% of its surplus to policyholders.

[ 1969, c. 132, §1 (NEW .]

2. A "subject of insurance” for the purposes of this section, as to insurance against fire and hazards
other than windstorm, earthquake and other catastrophic hazards, includes all propertiesinsured by the same
insurer which are customarily considered by underwriters to be subject to loss or damage from the same fire
or the same occurrence of any other hazard insured against.

[ 1969, c. 132, §1 (NEW .]

3. Reinsurance ceded as authorized by section 731 shall be deducted in determining risk retained. Asto
surety risks, deduction shall be made of the amount assumed by any authorized cosurety and the value of any
security deposited, pledged or held subject to the surety's consent and for the surety's protection.

[ 1969, c. 132, §1 (NEW .]

24-A §710. "Multiple line" insurers | 11
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4. Astoalieninsurers, this section shall relate only to risks and surplus to policyholders of the insurer's
United States branch.

[ 1969, c. 132, §1 (NEW .]

5. "Surplusto policyholders' for the purposes of this section, in addition to the insurer's capital and
surplus, shall be deemed to include any voluntary reserves which are not required pursuant to law, and shall
be determined from the last sworn statement of the insurer on file with the superintendent, or by the last report
of examination of the insurer, whichever is the more recent at time of assumption of risk.

[ 1973, c. 585, §12 (AVD) .]

6. Thissection shall not apply to life or health insurance, annuities, title insurance, insurance of wet
marine and transportation risks, workers' compensation insurance, employers' liability coverages, nor to any
policy or type of coverage as to which the maximum possible loss to the insurer is not readily ascertainable on
issuance of the policy.

[ 1987, c. 769, Pt. A 8§89 (ANVD) .]

7. Limitsof risk asto newly formed domestic mutual insurers shall be as provided in section 3352.
[ 1969, c. 132, 81 (NEW .]

SECTI ON HI STORY
1969, c. 132, §1 (NEW. 1973, c. 585, §12 (AVD). 1987, c. 769, SA89
( AND) .

Subchapter 3: REINSURANCE

24-A 8731. REINSURANCE
(REPEALED)

SECTI ON HI STORY
1969, c. 132, §1 (NEW. 1969, c. 177, 8§15 (AWD). 1973, c. 585, §12
(AVMD). 1985, c. 330, §87-9 (AMD). 1989, c. 846, SSE1,4 (RP).

24-A 8731-A. ACCEPTANCE OF REINSURANCE

An insurer may accept reinsurance only of such kinds of risks, and retain risk thereon within such limits,
astheinsurer isotherwise authorized toinsure. [ 1989, c¢. 846, Pt. E, 82 (NEW,; 1989, c.
846, Pt. E, 84 (AFF).]

SECTI ON HI STORY
1989, c. 846, §8E2,4 (NEW.

24-A 8731-B. CREDIT FOR REINSURANCE

1. Credit for reinsuranceis allowed a domestic ceding insurer as either an asset or a deduction from
liahility on account of reinsurance ceded only when the reinsurance is ceded to a solvent assuming insurer
that:

A. Islicensed to transact insurance or reinsurance in this State, provided the assuming insurer maintains
surplus as regards policyholders in an amount not less than the sum of paid-in capital stock, if any, and
surplus as otherwise required for a certificate of authority for the kinds and amount of insurance and
assumed reinsurance the insurer has in force net of any applicable ceded reinsurance. If the assuming

12 | 24-A 8731. Reinsurance



MRS Title 24-A, Chapter 9: KINDS OF INSURANCE; LIMITS OF RISK; REINSURANCE

insurer is licensed as a special purpose reinsurance vehicle pursuant to section 782 and maintains capital
and surplus in accordance with the requirements of section 787, credit for reinsurance under a special
purpose reinsurance vehicle contract, as defined in section 781, subsection 15, is allowed only to the
extent that:

(1) Thefair value of the assets held by or for the benefit of the ceding insurer equals or exceeds the
obligations due and payable to the ceding insurer by the special purpose reinsurance vehicle under
the special purpose reinsurance vehicle contract;

(2) The assets are held in accordance with the requirements in subchapter 6;
(3) The assets are administered in the manner and pursuant to arrangements under subchapter 6;
(4) The assets are held or invested in one or more of the forms alowed in section 795; and

(5) The contract complies with al other relevant requirements of subchapter 6; [ 2007, c.
386, 81 (AMD).]

B. Isdomiciled and licensed in a state that employs standards regarding credit for reinsurance
substantially similar to those applicable under this section, if the insurer:

B-1.

(1) Submits to the authority of this State to examine its books and records; and

(2) Except where reinsurance is ceded and assumed pursuant to pooling arrangements among
insurers in the same holding company system, maintains a surplus regarding policyholdersin an
amount not less than $20,000,000; [ 1991, c. 828, 816 (AMD).]

Is accredited as areinsurer in this State, in accordance with the following standards.

(1) To apply for accreditation, areinsurer shall file with the superintendent a written application
on aform prescribed by the superintendent, accompanied by the fee prescribed in section 601,
subsection 26 and an agreement to submit to the jurisdiction of the courts of this State and to the
authority of the superintendent to examine the reinsurer's books and records.

(2) An accredited reinsurer must be licensed to transact insurance or reinsurance in at least one
state, or in the case of a United States branch of an alien reinsurer, that reinsurer must be entered
through and licensed to transact insurance or reinsurance in at least one state.

(3) An accredited reinsurer shall file with the superintendent, as part of its application and annually
thereafter, a copy of its annual statement filed with the insurance department of its state of domicile
or United States port of entry and a copy of its most recent audited financial statement.

(4) A reinsurer applying for accreditation that maintains a surplus as regards to policyholdersin

an amount not |ess than $20,000,000 is deemed to be accredited if the reinsurer's application is not
denied by the superintendent within 90 days after submission of the application. The superintendent
has the discretion to grant accreditation to an applicant with a surplus less than $20,000,000 subject
to such terms and conditions as the superintendent determines to be necessary and appropriate for
the protection of domestic ceding insurers and their policyholders.

The superintendent may deny, suspend, revoke or place restrictions upon areinsurer's accreditation,
after notice and opportunity for hearing, for failure to comply with the requirements of this paragraph
or for any grounds that would warrant similar action against the certificate of authority of an authorized
insurer. [ 2001, c. 47, 82 (NEW.]

C. Maintains atrust fund in aqualified United States financia institution for the payment of the valid
claims of its United States ceding insurers, their assigns and successorsin 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
Annua Statement form by licensed insurers to enabl e the superintendent to determine the
sufficiency of the trust fund.

24-A 8731-B. Credit for reinsurance | 13
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(2) Inthe case of asingle assuming insurer, the trust must consist of a trusteed account representing
the assuming insurer's liabilities attributabl e to reinsurance ceded by United States ceding insurers
and, in addition, include a trusteed surplus of at least $20,000,000.

(3-A) A group including incorporated and individual unincorporated underwriters may secure its
obligations with funds held in trust in compliance with the following standards.

(a) For reinsurance ceded under reinsurance agreements with an inception, amendment or
renewal date on or after August 1, 1995, the trust must consist of atrusteed account in an
amount at least equal to the group's several liabilities attributable to reinsurance ceded by
United States domiciled ceding insurers to any member of the group.

(b) Notwithstanding the other provisions of this section, for reinsurance ceded under
reinsurance agreements with an inception date on or before July 31, 1995 and not amended or
renewed after that date, the trust must consist of a trusteed account in an amount not less than
the group's several insurance and reinsurance liabilities attributable to business written in the
United States.

(c) In addition, the group shall maintain a trusteed surplus of at least $100,000,000 held jointly
for the benefit of the United States domiciled ceding insurers of any member of the group for
all years of account.

An incorporated member of the group may not be engaged in any business other than underwriting
as amember of the group and is subject to the same level of solvency regulation and control by the
group's domiciliary regulator as are the unincorporated members. Within 90 days after its financial
statements are due to be filed with the group's domiciliary regulator, the group shall provide to the
superintendent an annual certification by the group's domiciliary regulator of the solvency of each
underwriter member of the group or, if a certification is unavailable, financial statements prepared
by independent public accountants.

(4-A) The superintendent in rules adopted pursuant to subsection 7 may establish alternative criteria
for approval of areinsurance trust if the superintendent determines that the criteria provide adequate
protection to policyholders of United States ceding insurers and are in substantial conformance with
standards approved by the National Association of Insurance Commissioners.

(5) The trust must be established in aform approved by the superintendent and consistent with

any rules adopted by the superintendent pursuant to this section. The form of the trust and any
amendments to the trust must also have been approved by the insurance regulatory official of

the state where the trust is domiciled or of another state that, pursuant to the terms of the trust
instrument, has accepted principal regulatory oversight of the trust. 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 assetsin the trustees
of the trust for the benefit of the assuming insurer's United States 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 aslong
as the assuming insurer has outstanding 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 isto be valued as any other admitted asset or assets; [ 2001, c¢. 47,
83 (AMD).]
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D. Does not meet the requirements of paragraph A, B, B-1 or C, but only with respect to risks located in
ajurisdiction where that reinsurance is required by law. The superintendent for good cause after notice
and opportunity for hearing may disallow or reduce the credit otherwise permitted under this paragraph.
[2001, c. 47, 84 (ANMD).]

[ 2007, c. 386, §1 (AMVD) .]

2. Thecredit permitted by subsection 1 is not to be allowed unless the assuming insurer agreesin the
reinsurance agreements:

A. That, if the assuming insurer fails to perform its obligations under the terms of the reinsurance
agreement, the assuming insurer, at the request of the ceding insurer:

(2) Will submit to the jurisdiction of any court of competent jurisdiction in any state of the United
States,

(2) Will comply with all requirements necessary to give the court jurisdiction; and

(3) Will abide by the final decision of the court or of any Appellate Court in the event of an
appeal;and [ 1989, c. 846, Pt. E, 82 (NEW; 1989, c. 846, Pt. E, 84
(AFF).]

B. To designate the superintendent or an attorney as its attorney upon whom may be served any lawful
processin any action, suit or proceeding instituted by or on behalf of the ceding company, as required
insection421. [ 1989, c. 846, Pt. E, 82 (NEW; 1989, c. 846, Pt. E, 84
(AFF) . ]

This provision is not intended to conflict with or override the obligation of the parties to areinsurance
agreement to arbitrate their disputes, if such an obligation is created in the agreement.

[ 1989, c. 846, Pt. E, §2 (NEW; 1989, c. 846, Pt. E, 84 (AFF) .]

2-A. Credit for reinsurance may not be allowed on the basis of atrust maintained pursuant to
subsection 1, paragraph C unless the assuming insurer agrees in the trust agreements to the following
conditions.

A. Notwithstanding any other provisionsin the trust instrument, if the trust fund contains an amount
less than the amount required by this section, or if the grantor of the trust has been declared insolvent
or placed into receivership, rehabilitation, liquidation or similar proceedings under the laws of its state
or country of domicile, the trustee shall comply with an order of the commissioner with regulatory
oversight over the trust or with an order of a court of competent jurisdiction directing the trustee to
transfer to the commissioner with regulatory oversight all of the assets of the trust fund. [ 2001, c.
47, 85 (NEW.]

B. The assets must be distributed by and claims must be filed with and valued by the commissioner
with regulatory oversight in accordance with the laws of the state in which the trust is domiciled that are
applicable to the liquidation of domestic insurance companies. [ 2001, c. 47, 85 (NEW.]

C. If the commissioner with regulatory oversight determines that the assets of the trust fund or any
part of the assets of the trust fund are not necessary to satisfy the claims of the United States ceding
insurers of the grantor of the trust, the assets or part of the assets of the trust fund must be returned by
the commissioner with regulatory oversight to the trustee for distribution in accordance with the trust
agreement. [ 2001, c. 47, 85 (NEW.]

D. The grantor shall waive any right otherwise available to it under United States law that is inconsistent
with thissubsection. [ 2001, c¢. 47, 85 (NEW.]

[ 2001, c. 47, §5 (NEW .]

24-A 8731-B. Credit for reinsurance | 15



MRS Title 24-A, Chapter 9: KINDS OF INSURANCE; LIMITS OF RISK; REINSURANCE

3. Anasset or areduction from liability for the reinsurance ceded to an assuming insurer not meeting
the requirements of subsection 1 is allowed in an amount not exceeding the liabilities carried by the ceding
insurer. The reduction must equal the value of funds held by or on behalf of the ceding insurer, including
funds held in trust for the ceding insurer, under a reinsurance contract with such assuming insurer as security
for the payment of obligations under the contract, if such security is held in the United States subject to
withdrawal solely by, and under the exclusive control of, the ceding insurer or, in the case of atrust, heldina
qualified United States financial institution. This security may be in the form of:

A.Cash; [1989, c. 846, Pt. E, 82 (NEW; 1989, c. 846, Pt. E, 84
(AFF) . ]

B. Securities listed by the Securities Valuation Office of the National Association of Insurance
Commissioners and qualifying as admitted assets; or [ 1989, c. 846, Pt. E, 82 (NEW;
1989, c. 846, Pt. E, 84 (AFF).]

C. Clean, irrevocable, unconditional letters of credit, issued or confirmed by a qualified United States
financial institution no later than December 31st of the year for which filing is being made and in the
possession of the ceding company on or before the filing date of its annual statement.

(1) A letter of credit from an issuer determined to be acceptable as of the date of issuance or the
date of confirmation of the letter, notwithstanding the issuing or confirming institution's subsequent
failure to meet applicable standards of issuer acceptability, continues to be acceptable as security
until its expiration, extension, renewal, modification or anendment, whichever first occurs. The
ceding insurer shall replace a nonqualifying letter of credit at its earliest opportunity.

(2) The letter of credit must indicate that it is not subject to any condition or qualification outside
the letter of credit, and that the beneficiary need only draw a sight draft under the letter and present
the letter to obtain funds and that no other document need be presented. [ 1993, c. 313, 8§18
(AMVD) . ]

[ 2001, c. 47, §6 (AVD) .]

4. For purposes of this section, a"qualified United States financial institution" means an institution
that:

A. Isorganized or, in the case of a United States branch or agency office of aforeign banking
organization, is licensed under the laws of the United States or any state of the United States; [ 1991,
c. 828, 817 (AWD).]

B. Isregulated, supervised and examined by federal or state authorities having regulatory authority over
banks and trust companies; and [ 1991, c. 828, 817 (AMD).]

C. Has been determined by the superintendent or the Securities Vauation Office of the National
Association of Insurance Commissioners to meet standards of financial condition and standing that are
considered necessary and appropriate to regulate the quality of financial institutions whose | etters of
credit will be acceptable to the superintendent. [ 1991, c. 828, 817 (NEW.]

[ 1991, c. 828, §17 (AVD) .]

4-A. "Qualified United States financia ingtitution" means for purposes of those provisions of this
section specifying those ingtitutions that are eligible to act as a fiduciary of atrust an ingtitution that:

A. Isorganized or in the case of a United States branch or agency office of aforeign banking
organization licensed under the laws of the United States or any state of the United States and has been
granted authority to operate with fiduciary powers; and [ 1991, c. 828, 818 (NEW.]

B. Isregulated, supervised and examined by federal or state authorities having regulatory authority over
banks and trust companies. [ 1993, c¢. 1, 856 (COR).]

[ 1993, c. 1, 8§56 (COR) .]
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5. Creditisalowed as an asset or deduction from liability to any ceding insurer only for reinsurance
ceded to an assuming insurer qualified under this section, except that no credit is allowed, unless the
reinsurance contract provides, in substance, that in the event of the insolvency of the ceding insurer, the
reinsurance is payable under a contract or contracts reinsured by the assuming insurer on the basis of reported
claims allowed by the court, without diminution because of the insolvency of the ceding insurer. The
payments must be made directly to the ceding insurer or to the ceding insurer's domiciliary receiver unlessthe
contract or other written agreement specifically provides another payee in the event of the insolvency of the
ceding insurer or unless the assuming insurer, with the consent of the direct insured or insureds, has assumed
the policy obligations of the ceding insurer as direct obligations of the assuming insurer to the payees under
the reinsured policies and in substitution for the obligations of the ceding insurer to those payees.

The reinsurance agreement may condition the payments upon written notice by the ceding insurer's
domiciliary receiver to the assuming insurer of the pendency of a claim on the contract reinsured within a
reasonable time after the claim isfiled in the proceeding where the claim is to be adjudicated. During the
pendency of such a claim, any assuming insurer may investigate the claim and interpose, at the assuming
insurer's own expense, any defenses in the proceeding that the assuming insurer determines available to the
ceding insurer or to the ceding insurer's receiver. The expenses may be filed as a claim against the insolvent
ceding insurer to the extent of its proportionate share of the benefit that may accrue to the ceding insurer
solely as aresult of the defense undertaken by the assuming insurer. When 2 or more assuming insurers are
involved in the same claim and a majority in interest elect to interpose a defense to the claim, the expense
must be apportioned in accordance with the terms of the reinsurance agreement as though the expense had
been incurred by the ceding insurer.

[ 2001, c. 47, §7 (AVD) .]
6.

[ 1999, c. 113, §21 (RP) .]

7. The superintendent may adopt rules, subject to Title 5, chapter 375, to implement this section. Rules
adopted under this section are routine technical rules pursuant to Title 5, chapter 375, subchapter 11-A.

[ 2001, c. 47, §8 (AVD) .]

SECTI ON HI STORY

1989, c. 846, §8E2,4 (NEW. 1991, c. 38, (AVD). 1991, c. 828, §§16-18
(AVD). 1993, c. 313, §§17,18 (AVD). 1993, c. 666, §CL (AVMD). RR 1993,
c. 1, §56 (COR). 1999, c. 113, §§19-21 (AMD). 2001, c. 47, §§2-8 (AWD).
2003, c. 249, §1 (AMD). 2007, c. 386, §1 (AWD).

24-A 8731-C. BULK REINSURANCE

The cession of bulk reinsurance by a domestic insurer is subject to section 3483. [ 1989, c. 846,
Pt. E, 82 (NEW; 1989, c. 846, Pt. E, 84 (AFF).]

SECTI ON HI STORY
1989, c. 846, §§E2,4 (NEW.

24-A 8731-D. NOTIFICATION OF REINSURANCE CHANGES

Upon request of the superintendent, an insurer shall promptly inform the superintendent in writing of
the cancellation or any other material change of any of the insurer's reinsurance treaties or arrangements.
[1989, c. 846, Pt. E, 82 (NEW; 1989, c. 846, Pt. E, 84 (AFF).]

SECTI ON HI STORY
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1989, c. 846, §8E2,4 (NEW.

24-A 8732. DEPOSITS AND FUNDS WITHHELD UNDER REINSURANCE
TREATIES

Any ceding insurer must report in its annual statement all funds withheld and deposit funds established
pursuant to contracts of ceded reinsurance. Ceding insurers must report this and related information as

required by reporting rules established by the National Association of Insurance Commissioners. [ 1991,
c. 828, 819 (NEW.]

SECTI ON HI STORY
1991, c. 828, 8§19 (NEW.

24-A 8733. EXAMINATION OF REINSURANCE AGREEMENTS
The superintendent may examine the reinsurance agreements or deposit arrangements of a ceding insurer
atanytime. [ 1991, c. 828, 819 (NEW.]

SECTI ON HI STORY
1991, c. 828, 8§19 (NEW.

24-A 8734. MINIMUM SURPLUS REGARDING POLICYHOLDERS TO ASSUME
PROPERTY AND CASUALTY REINSURANCE

1. Prohibition. Notwithstanding section 731-B, subsection 1, paragraph B, a domestic property or
domestic casualty insurer, other than mutual assessment insurers operating pursuant to chapter 51, possessing
less than $10,000,000 in surplus regarding policyholders may not, without the prior written approval of the
superintendent, assume reinsurance on any risk that it is otherwise permitted to assume except when the
reinsuranceis:

A. Required by applicablelaw or rule; or [ 1991, c. 828, 819 (NEW.]

B. Assumed pursuant to pooling arrangements among members of the same holding company system.
[1991, c. 828, 819 (NEW.]

[ 1991, c. 828, 8§19 (NEW .]

2. Application. This section applies to contracts of reinsurance entered into or renewed after the
effective date of this section.

[ 1991, c. 828, §19 (NEW .]

3. Effect. The performance of an activity prohibited by this section does not invalidate any reinsurance
contract between the parties to the contract.

[ 1991, c. 828, §19 (NEW .]

SECTI ON HI STORY
1991, c. 828, 8§19 (NEW.

Subchapter 4: REINSURANCE INTERMEDIARIES
HEADING: PL 1991, C. 828, 820 (NEW)
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24-A 8741. DEFINITIONS

Asused in this subchapter, unless the context otherwise indicates, the following terms have the following
meanings. [ 1991, c. 828, 820 (NEW.]

1. Actuary. "Actuary" means a person who is amember in good standing of the American Academy of
Actuaries.

[ 1991, c. 828, §20 (NEW .]

2. Cession. "Cession" means atransfer by a policy originating insurer to areinsurer of the whole or a
portion of asinglerisk, defined policy or defined division of business as set out 