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Overview of the Maine Bureau of Insurance

The Insurance Industry in Maine

Solvency Regulation

Examination, Financial Analysis, and Licensing
Health Care Division and Insurance Market
Property & Casualty Division and Insurance Market

Enforcement of Maine’s Insurance L.aws



Mission Statement:

The Maine Bureau of Insurance regulates the insurance industry to protect and to
serve the public.

Maine Insurance Code: Title 24 and 24-A M.R.S.A.
A State-based National Regulatory System

The state of Maine is part of the U.S. insurance regulatory framework which is a highly
coordinated state-based national system designed to protect policyholders and to serve
the greater public interest through the effective regulation of the U.S. insurance
marketplace.

Through the National Association of Insurance Commissioners (NAIC), U.S.
insurance regulators establish national standards and best practices, conduct peer
reviews and coordinate their regulatory oversight to better protect the interests of
consumers while ensuring a strong, viable insurance marketplace.
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U.S. insurance regulators also participate in the International Association of Insurance Supervisors (IAIS) along with the NAIC by participating in major standard setting initiatives, including working with fellow regulators from around the world to better supervise cross-border insurers, identifying systemic risk in the insurance sector, and creating international best practices.



Divisions
Examinations Division
Alternative Risk Markets Unit

Financial Analysis
Market Conduct Unit

Licensing Division

and Units

Consumer Health Care

Life & Health Actuarial Unit

Property and Casualty (PC)
PC Actuarial Unit

Administrative Division

Staft Attorneys
Support Unit

Research/Statistical Unit
Outreach



Examine and regulate insurance companies selling products in Maine to
ensure companies remain solvent and able to pay claims on policies

Regulate insurance companies and producers (agents and brokers) to
ensure compliance with Maine law

Assist consumers with insurance questions, appeals and complaints
Conduct policy cancellation and nonrenewal hearings

Review proposed insurance rates and forms



Mainers paid $6.2 billion in premiums 1n 2013

Companies

1,304 insurance companies licensed in Maine

19 domestic insurers (headguartered in Maine)

Producers

123,456 active licenses during 2014 (resident and non-resident)
13,584 new producer licenses issued during 2014

Numbers are current as of 1/13/15 unless otherwise noted.



Accreditation

The accreditation program of the National Association of Insurance Commissioners
(NAIC) aims to establish and maintain standards to promote sound insurance company
financial solvency regulation.

Accreditation review occurs once every five years

Importance of NAIC model laws

The Bureau has been continuously accredited since September 20, 1993.

Risk-Focused Examination Approach

Financial examination approach designed to focus resources on areas posing greatest risk.

Examiners must assess an insurer’s corporate governance and risk management process to
ensure that they can appropriately respond to both current and prospective risks.
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Overview of the Accreditation Process
 
NAIC is the U.S. standard-setting and regulatory support organization created and governed by the chief insurance regulators from the 50 states, the District of Columbia and five U.S. territories.  

The NAIC Accreditation Process
The NAIC Accreditation Process consists of several parts that each state must pass and continually maintain.
A Pre-Accreditation Review usually is conducted by NAIC about a year before a state has a full accreditation review.  This review consists of a high-level review of the financial analysis and financial examination areas to identify areas of weakness that should be improved before the NAIC Accreditation Team visit.
A full NAIC Accreditation Review occurs once every five years.  The full Review requires a complete review by NAIC legal staff of the Part A laws and regulations of the state.  It also includes an on-site review of Part B financial analysis and financial examinations functions, as well as the Part C organizational and personnel practices and the Part D Organizational Licensing and Change of Control of Domestic Insurers.  All four parts assist in determining whether a state is in compliance with the forty-eight accreditation standards as of 2012.
For those years when there is not a full NAIC Accreditation Review, in order to maintain accreditation, each state must submit an Interim Annual Review.  This review is a written submission to the NAIC accreditation team that details law and regulation changes, the financial analysis and financial examination functions, as well as organizational and personnel practices to ensure continued compliance with the forty-eight accreditation standards as of 2012.
 
The Part A Accreditation standards have been implemented to ensure that an accredited state has the required legal authority to effectively regulate the financial solvency of the multi-state insurers domiciled in their state.  The Part B Accreditation standards have been implemented to ensure that an accredited state has the required regulatory procedures in place to support the legal authority standards of Part A.  Part B sets forth the requirements for successful monitoring of the financial solvency of multi-state insurers. 

Importance of Bureau’s Accreditation:
Other states will be able to rely on the work we perform  efficiency and savings for insurers
Ability of other states to rely on our work has great benefits to our domestic multi-state insurance companies.  If we perform an examination or analysis on one of our multi-state domestic companies that writes in various states, the other states do not have to come and perform the same type of examination or analysis, but are able to rely on the work performed by the Maine Bureau of Insurance (MBOI).  
Losing accreditation status would lead to increased monetary costs and inefficiency for our domestics as they would pay for these additional examinations as well as lose valuable man hours by having company personnel assist the examiners during the examinations.

Model Laws
It is essential the MBOI adopt the various model laws prior to the model laws becoming an accreditation standard in order to ensure we can continue to meet the Part A requirements and retain our accreditation status.  
Our 2013 legislative package contains several bills related to updating laws that are required by accreditation.  These amendments relating to accreditation requirements that are part of the 2013 legislative package include:

Accreditation Requirements Update. 
- Risk-Based Capital. Enact amendments to the Risk-Based Capital requirements for insurers to incorporate a “trend test” consistent with changes to the NAIC Risk-Based Capital Model Act.  This amends the trend test component of the risk-based capital formula for life and health insurers and enacts the applicability of that test for property and casualty insurers. 
- Risk Retention Groups: Some provisions are already accreditation standards; more will take effect in 2014. If the RRG is chartered as a commercial insurer, then all the requirements already apply, so the issue is RRGs that are chartered as captives.   
- Hazardous Financial Condition Regulation:  This will become an accreditation standard in 2014.  We believe that we can do this through an amendment to a Bureau rule, but am forwarding it as a legislative proposal until we can confirm that. 
- 2010 Holding Company Model Act Updates:  Enhancements to the insurance holding company laws and regulations that resulted largely as a result of lessons learned during the recent financial crisis. Key revisions include the following: disclosure of enterprise risk reporting within the holding company system; reimbursement for participation in supervisory colleges; modifications to the requirements for transactions within an insurance holding company system; clarifications with regard to the commissioner’s authority to access to books and records; and enhancements to the requirements for divestiture and disclaimers. These amendments are now out for comment as future accreditation standards.  Even though they are not required for accreditation yet, we would like to adopt them.
Credit for Reinsurance:  The Credit-for-Reinsurance Model Laws were amended last year, after more than 10 years of deliberation, to allow reduced collateral for nonadmitted companies that qualify as certified reinsurers.  
Importance: global reinsurance market spreads risk through major international companies that typically either don’t write direct “retail” insurance at all or only do so in their home markets.  (If they write business in the U.S., the do it through separate U.S.-licensed subsidiaries or affiliates.)


Risk Focused
Risk Focused Financial Surveillance Examination Perspective
History
Risk Focused approach was adopted in 2006 replacing the Specific Risk Analysis approach
Risk Focused approach mandated for examinations commencing after January 1, 2010
Purpose
To detect, as early as possible, those insurers with potential financial trouble
To timely identify noncompliance with state statutes and regulation
To compile the information needed for timely, appropriate, regulatory action
To provide an introspective look at the effectiveness of the board of directors and other corporate governance activities
To establish, verify or revise the company’s priority score determined through the analysis and utilization of reported financial results and ratios
To emphasize the analysis of current and prospective solvency risk areas as well as the fair presentation of surplus
 
Examination Approach Overview
Approach requires fully coordinated efforts between the financial examination function and the financial analysis function
Approach is to focus resources on those areas posing the greatest risk and to provide an understanding of the strategies employed to mitigate these risks.
Examiners consider and evaluate the insurer’s corporate governance and risk management processes.
Focus extends beyond balance sheet verification and includes how the insurer identifies, controls, monitors, evaluates and responds to both current and prospective risks.
Risks considered include risks that existed at the “as of” date of the examination and risks that extend beyond the as of date.

Examination is a seven (7) phase approach
Understand the Company and identify its’ key activities
Identify and assess the risk inherent in these activities
Identify and evaluate the insurers’ risk mitigation strategies/controls
Determine residual risk 
Establish/conduct detailed examination procedures
Update prioritization and supervisory plan
Issue examination report and management letter based upon findings



Examination Division

Examines domestic insurers not less than
once every five years to ensure financial
soundness

Alternative Risk Markets Unit

Reviews and evaluates applications for
Workers’ Compensation Self-Insurance
Authority, Captive entities, and Multiple
Employer Welfare Arrangements.

Regulates for solvency; applies rules and
regulations in a fair, consistent, and timely
manner to assure that Maine businesses
utilizing alternative risk do so in an
effective and responsible manner.

Financial Analysis Division

Licenses and monitors Foreign Insurance
Companies, Managing General Agents, Third
Party Administrators, Risk Retention Groups,
Reinsurance Intermediaries, Surplus Lines
Entities and Reinsurance Companies.

On-going financial review of domestic
companies.

Processes mergers, acquisitions, amendments
to authority, redomestications, name changes.

Market Conduct Unit

The Market Conduct Work Unit is
responsible for monitoring
compliance with Maine laws.



LICENSING

Process and maintain permanent license records on producers and
business entities (agencies), including issuing and terminating
licenses.

Participate in NAIC’s reciprocal National Insurance Producer
Registry (NIPR); report/share licensing data and enforcement
actions.

Oversee licensing examination process

Supervise producer continuing education program.



Consumer Health Care Division

The Consumer Health Care Division oversees Maine’s life and health market which
includes:

Life Medicare Supplement (“Medigap”)
Annuities Health

Long-term Care Individual

Disability Small Group

Large Group

Life & Health Actuarial Unit

Reviews rate filings made by licensed insurance companies

Compiles statistics on mandated health insurance benefits.



MAINE’S HEALTH
INSURANCE MARKET

Members

32,000
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Source: 2013 Financial Results for Health Insurance Companies in Maine.
Self-Insured estimated from most recent US Census Data.




Maine’s Health Insurance Market
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Small group enrollment for 2014 has not been reported yet.
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Small group enrollment for 2014 has not been reported yet.


Property & Casualty Division

The Property & Casualty Division oversees insurance on homes, cars, and
businesses available to individuals (personal) and businesses (commercial) in
Maine.

Property insurance protects a person or business with an interest in physical
property against its loss or the loss of its income-producing abilities.

Casualty insurance generally protects a person or business against legal
liability for losses caused by injury to other people or damage to the
property of others.

Lines include: auto, homeowners, inland marine, workers’ compensation,

medical liability, farm, and personal liability.



Catastrophic Weather Events: Maine 2000 — 2013
Expenditures reported from FEMA: $100 M

Generally: spring flooding or snow-related

2000-2005: total $32.5M

All of the disaster or emergency declarations were for events occurring from
Dec-April, with about two-thirds of the expenditures going to snow events.

2006-2013: total $67.5M
April 2007 “Patriot’s Day storm™: $26M
December 2008 ice storm: $10M
December 2010 ice storm: $1.6M
February 2013 blizzard: $1.5M

Maine Emergency Management:
Two BOI staff members are part of the Disaster Assistance and Response Teams.
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CATASTROPHIC WEATHER 2000-2011 – Maine (note: there were no FEMA events for Maine in 2012.)
 
Expenditures reported from FEMA for 2000-2011, $98.5 M 
 Most years included one declaration related to spring flooding – either from snow melt, ice jams, or spring rains that exacerbated the snow melt and ice jam conditions. Those accounted for $21.2 M, with about half the cost attributable to each half of that time span.
 
2000-2005 - totaled $32.5. 
There were fewer incidents relating to typical spring flooding, but some years had several snow related events.  All of the disaster or emergency declarations were for events occurring in the winter, from December thru April, with about two-thirds of the expenditures going to the snow events.
 
2006-2014 - totaled $67.5 M
A record $26 M attributed to the “Patriots Day” Storm of 2007 (high winds and heavy rains)
December 2008 also experienced an ice storm that accounted for $10 M. 
December 2010’s event was an ice storm resulting in $1.6 M in assistance. 
February 2013 event was a blizzard resulting in $1.5 M in assistance
This span also included four summertime events in separate years, including Tropical Storm Irene in August 2011.

Bureau Response:
May 2011: 
Three of our staff had donated vacation time in May that year to lend a hand in tornado ravaged areas of Louisiana and Alabama, helping to staff FEMA disaster centers where they assisted scores (hundreds?) of affected people with the processing of insurance claims. 

August 2011 : 
As the potential for Hurricane Irene to make landfall in Maine increased, the Bureau of Insurance went into action to make what preparations it could for assisting Maine citizens with insurance claims. 
P/C staff to prepare a contact list of claims departments of the top 20 property insurance carriers that was distributed to staff, compilation of questions relating to several anticipated issues – and the appropriate answers – that was distributed to other units in the Bureau for phone assistance, and alternative plans for action if our own building were affected. 

October 2012:  
Bureau offered similar on-hand assistance to the NY and NJ Insurance Departments in the aftermath of Sandy.  
 
Additional Involvement 
Maine Emergency Management: Two staff members are part of the Disaster Assistance and Response Teams. 
One staff member assisted the FEMA disaster center in Van Buren in May 2008 after the ice jams and severe flooding of the St. John and Fish Rivers. 
The P&C unit also provided Q&A Town Meetings in York County following the flooding in that area in 2010.



Personal Auto

Maine - 8th lowest change in avg. auto insurance expenditure 1989-2010

Consumer Federation of America’s Nov. 2013 What Works: A Review of Auto Insurance
Regulation in America (a 2-decade national study of auto insurance regulation)

Maine - 3rd lowest average premiums nationally in 2012

National Association of Insurance Commissioners Dec 2014 Auto Premium Ranking

Homeowners

Maine — 10" lowest average premiums nationally in 2012

National Association of Insurance Commissioners Dec 2014 Hozmeowners Preminm Ranfking

2012 1s the most recent year for which data is available.
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OVERVIEW OF P/C MARKET
 Homeowners:
Quite competitive and among the most affordable in the nation. 
The greatest problem is affordability for some consumers with either specific exposure issues or claims history. Due to adverse loss experience in recent years, rates in this line are increasing, although Maine’s experience is not as severe as in many other states.
 Personal auto:
Low rates and a wide choice of insurers. 
The Consumer Federation of America’s 2008 Nationwide Study of Auto Insurance Regulation identified Maine’s auto market as one of the best in the country. Its competitive scaling analysis determined Maine to be the most competitive market of all the states. 
NAIC shows that Maine is continuing its climb in the top ten states for the lowest premium in this line: 3rd lowest average premiums in the country for 2012 (the latest data reviewed). 
 Competitive & Affordable:
Recent NAIC Reports: 2012 data – Maine in the top ten nationally
2012 Homeowners Insurance Report - Maine is ranked 10th nationally, compared to 11th in previous year. 
2011/2012 Auto Insurance Database Report - Maine’s ranking improved to 3rd in 2012 from 5th in previous year. 



Property & Casualty
Division — 2014

Investigated 296 written consumer
complaints

Handled nearly 3,800 consumer phone
inquiries

Obtained $963,110 in restitution for

consumers

Recetved 3,877 company filings
Reviewed 23,171 forms

Consumer Health Care
Division — 2014

Investigated 586 written consumer
complaints

Handled nearly 4,287 consumer phone
inquiries

Obtained $2,432,187 in restitution for

consumers

Received 1,820 company filings
Reviewed 6,345 forms



»

PENALTIES FOR VIOLATIONS OF MAINE’S
INSURANCE LAWS

* Civil penalty up to $500 per violation for an individual Total 2014 Penaltics:
* Civil penalty up to $10,000 per violation for a corporation $585K

* Cease and Desist Order

® Reprimand / Censure Total 2014 Recoveries:
* Refunds of Overcharges $3.4M

* Restitution (payments to consumers)

Insurance Companies

Suspension or revocation of certificate of authority to sell insurance in Maine

Insurance Licensees
(Brokers, Producers)
Denial of license, suspension, revocation, probation status
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Penalties Levied
2014 $    585,083
2013 $    556,557
2012 $ 1,259,733
2011 $ 1,616,500
2010 $ 1,335,500
Total   $5,353,373

Restitution – P&C
2014 $    963,110
2013 $    381,459
2012 $    943,685
2011 $ 1,691,055
2010 $ 1,547,377
Total   $5,526,706

Restitution - CHCD
2014 $ 2,432,187
2013 $ 1,500,967
2012 $ 2,198,607
2011 $ 1,158,313
2010 $1,923,427
Total  $11,213,501




Eric Cioppa, Superintendent
624-8426 — direct dial
462-2392 — cell

eric.a.cioppa@maine.gov

Timothy Schott, Deputy Superintendent
624-8403 — direct dial
441-4386 — cell
timothy.n.schott@maine.gov

Joanne Rawlings-Sekunda, Deputy Director of
Consumer Health Care
624-8472 — direct dial

joanne.rawlings—sekunda@maine.gov

General Contact Information
Consumer Help Line (in-state only) 1-800-300-5000
Website: www.maine.gov/pfr/insurance
Email: insurance.pfr@maine.gov

Frank Kimball, Director of Property & Casualty
624-8451 — direct dial

frank.j.kimball@maine.cov

Thomas Record, Staff Attorney
624-8424 — direct dial

thomas.m.record@maine.gov

Judi Watters, Consumer Outreach Specialist
624-8445 — direct dial

judith.k.watters(@maine.ocov

Karma Lombard, Executive Assistant to the Superintendent
624-8540 — direct dial

karma.ylombard@maine.gov
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