Rule 180
Insurance Holding Company System Model Rule

Summary of Comments and Statement
of Basis of Adopted Amendments

The Superintendent of Insurance hereby amends Bureau of Insurance Rule 180, Insurance
Holding Company System Model Rule, pursuant to 24 A M.R.S.A. 88 212 and 222(18), in order
to incorporate changes to the Maine Holding Company Act, 24-A M.R.S.A. 8 222, and the
Model Holding Company Regulation promulgated by the National Association of Insurance
Commissioners (NAIC), and to maintain the Bureau’s compliance with NAIC accreditation
standards. The amendments have been adopted substantially as proposed, with a few technical
changes in response to comments and to correct internal inconsistencies and drafting errors in the
Proposed Amendments. A redlined comparison of the existing Rule, the Proposed Amendments,
and the adopted Amendments appears at the end of this Basis Statement, following a section-by-
section summary of comments with the Bureau’s responses.

On August 28, 2015, the Superintendent issued a Notice of Rulemaking, and he held a hearing
on September 29, 2015. There were no comments at the hearing. The comment period remained
open through October 13, 2015, and written comments were submitted by the Unum Group,
represented by Charles Piacentini, its Vice-President for State Legislative Affairs, and by the
American Council of Life Insurers (ACLI), represented by Daniel C. Bryant, its Regional Vice
President for State Relations. No other comments were submitted.

General Comments: ACLI commented: “We appreciate the Bureau’s effort to update Rule
Chapter 180 to reflect statutory changes enacted by 2013 PL ch. 238. Uniform state adoption of
the current version of the NAIC’s Insurance Holding Company System Model Regulation with
Reporting Forms and Instructions (#450) is important to our member companies, and we
encourage insurance departments around the country to amend their regulations to match that
Model as closely as possible.” ACLI added, however, that “The Bureau has proposed several
changes to Rule Chapter 180 that are not consistent with the Model, and while we understand
that some of those proposed changes are minor, there are some of greater concern.” Unum
submitted similar comments and added that it agreed with ACLI’s comments. Both comments
identified the same five provisions of the Model as specific areas of concern, as discussed with
more particularity below in the order in which they appear in the Rule: Section 20, Item 3 of
Form A, Items 6 and 7 of Form B, and the final paragraph of Text in Form C.



Section 1 (Authority): The only changes proposed to this Section were stylistic. No comments
were received on this Section, which is adopted as proposed.

Section 2 (Purpose): The only changes proposed to this Section were stylistic. No comments
were received on this Section, which is adopted as proposed.

Section 3 (Severability): The only changes proposed to this Section were stylistic. No
comments were received on this Section, which is adopted as proposed.

Section 4 (Forms — General Requirements): The Proposed Amendments to this Section
incorporate recent amendments to the NAIC Model Regulation that strongly encourage
electronic filing, require filing Form A with the NAIC if the applicant is requesting a
consolidated multistate review of the transaction, and add a new enterprise risk report to the list
of required forms. Miscellaneous stylistic changes have also been proposed, and a competitive
impact statement based on the NAIC Model Regulation has been added to the list of required
forms as required by recent amendments to the Maine Holding Company Act. No comments
were received on this Section. It has been further revised to clarify that quadruplicate filings are
only required if documents are filed as hard copy, and is otherwise adopted as proposed with one
further nonsubstantive editorial clarification.

Section 5 (Forms — Incorporation by Reference, Summaries, and Omissions): This Section
has been amended to reference the additional required forms. The only other changes proposed
to this Section were stylistic. No comments were received on this Section, which is adopted as
proposed with two nonsubstantive editorial clarifications.

Section 6 (Forms — Information Unknown or Unavailable and Extension of Time to
Furnish): This Section incorporates recent amendments to the NAIC Model Regulation that
require filers who do not possess all required information to request an extension of time to
obtain the information. Current Subsection 6(A), excusing compliance entirely if certain
conditions are met, is repealed consistent with the repeal of its counterpart in the Model
Regulation. A punctuation change was also made. No comments were received on this Section,
which is adopted as proposed with a nonsubstantive editorial clarification.

Section 7 (Forms -- Additional Information and Exhibits): This Section has been amended to
reference the additional required forms and to clarify the Superintendent’s authority to request
additional information as determined necessary. No comments were received on this Section,
which is adopted as proposed.

Section 8 (Definitions): The definition of “foreign insurer” was removed because the term is
not used anywhere in the Rule. The only other changes proposed to this Section were stylistic.
No comments were received on this Section, which is adopted as proposed.

Section 9 (Subsidiaries of Domestic Insurers): The only changes proposed to this Section
were stylistic. No comments were received on this Section, which is adopted as proposed.

Section 10 (Acquisition of Control — Statement Filing [Forms A and E]): Subsection B has
been added, as required by recent amendments to the Maine Holding Company Act, to require
the filing of a competitive impact statement for acquisitions of domestic insurers that would
increase the market share of any insurer with a market share exceeding 5% in any line of
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insurance; the language is based on the corresponding provisions of the NAIC Model Regulation
as applied to domestic insurers. A cross-reference to the Holding Company Act was also
updated. The Competitive Impact Statement has been designated as Form E, consistent with the
NAIC Model Regulation, which requires renumbering the disclaimer form as Form A-1, as
discussed below. No comments were received on this Section, which is adopted as proposed
with two nonsubstantive editorial clarifications.

Section 11 (Amendments to Form A): The only changes proposed to this Section were to
clarify the cross-references to the Form B registration requirement. No comments were received
on this Section, which is adopted as proposed.

Section 12 (Acquisition of Person in Control of a Domestic Insurer): No comments were
received on this Section, which is left unchanged as proposed with two nonsubstantive editorial
clarifications.

Section 13 (Annual Registration of Insurers — Statement Filing [Form B]): The only
changes proposed to this Section were stylistic. No comments were received on this Section,
which is adopted as proposed.

Section 14 (Summary of Changes to Registration — Statement Filing [Form C]): This
Section incorporates a recent amendment to the NAIC Model Regulation that eliminates the
requirement to file a copy of Form C in other states at the request of their respective insurance
regulators. Primary jurisdiction over such requests lies with the requesting state, not with Maine,
and the Superintendent retains the power to provide assistance should it be necessary. The title
of the Section has also been changed to reflect the new title of Form C in the Model Regulation,
which more accurately reflects the purpose and contents of this form, and some stylistic changes
have been made. No comments were received on this Section, which is adopted as proposed
with a nonsubstantive editorial clarification.

Section 15 (Amendments to Form B): The only change proposed to this Section is the
correction of a grammatical error. No comments were received on this Section, which is adopted
as proposed.

Section 16 (Alternative and Consolidated Registrations): The only changes proposed to this
Section were stylistic. For example, the reference to an “authorized insurer ... provided ... the
filing insurer is the principal insurance company in the insurance holding company system” has
been simplified. No comments were received on this Section, which is adopted as proposed with
two further nonsubstantive editorial clarifications.

Section 17 (Disclaimers and Termination of Registration [Form A-1]): Subsections C and D
have been added to permit a disclaimer of affiliation to be filed by the subject insurer or its
affiliate, and to require reporting of divestitures of control if the transaction is not reported by the
counterparty as an acquisition, in accordance with recent amendments to the NAIC Model
Holding Company Act, codified in Maine at 24-A M.R.S.A. 8§88 222(4-C)(B) & (8)(I). In
addition, Subsection A has been amended to require disclosure of any future transactions in the
subject insurer’s securities that are currently planned or anticipated, along with various technical
and stylistic changes to this Section. The reporting form for disclaimers and divestitures,
currently designated as “Form E,” has been renumbered as “Form A-1" to avoid confusion,
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because other states, following the NAIC Model Regulation, use “Form E” to designate the
Competitive Impact Statement. As discussed above, NAIC Form E is now required in Maine as
a result of recent amendments to the Maine Holding Company Act. No comments were received
on this Section, which is adopted as proposed.

Section 18 (Transactions Subject to Prior Notice — Notice Filing [Form D]): A new
Subsection B has been added, incorporating recent amendments to the NAIC Model Regulation
specifying minimum standards for cost-sharing services and management services agreements,
as required by recent amendments to the Model Act, codified in Maine at 24-A M.R.S.A.
8 222(9)(A-1). The only other changes proposed to this Section were stylistic. No comments
were received on this Section, which is adopted as proposed with three nonsubstantive editorial
clarifications.

Section 19 (New) (Enterprise Risk Report [Form F]): This Section implements the new
requirement of the NAIC Model Holding Company Act, codified in Maine at 24-A M.R.S.A.
§ 222(8)(B-1), requiring an annual Enterprise Risk Report. The language follows the new
section of the Model Regulation, with stylistic revisions. No comments were received on this
Section, which is adopted as proposed.

Section 20 (Formerly 19) (Dividends and Other Distributions): The only comments relating
to the body of the Rule were the comments submitted by Unum and ACLI, objecting to the
revisions to Subsection A of this Section, which as originally proposed would have required
insurers “to obtain affirmative approval of an ordinary dividend.” We agree that this language is
inconsistent with the Model Regulation, and also with the requirements of the Maine Holding
Company Act, 24-A M.R.S.A. §222(11-C), which requires notice of all dividends and
distributions but only requires affirmative regulatory approval for extraordinary dividends.
Therefore, the reference to “requests for approval” in Subsection A has been corrected to refer to
“notice of proposed dividends or distributions.” The existing language of Subsection B has the
same problem, so it has been revised to refer to the statutory requirements for “regulatory
review” of dividends and distributions. A new Paragraph A(4) has been added to provide that a
request for approval is only required if the insurer has determined that the proposed dividend is
extraordinary; otherwise, for ordinary dividends, the insurer is directed to provide notice that the
proposed dividend was not determined to be extraordinary. The title of this Section has also
been changed to clarify that it applies to all dividends and distributions.

The comments also objected to the proposed amendments clarifying that a notice of an ordinary
dividend should provide the same information as a request for approval of an extraordinary
dividend. However, the information required is basic information that applies equally in both
cases, including the calculation the insurer is required by law to conduct in order to determine in
the first instance whether the dividend is ordinary or extraordinary. Maine law requires notice of
ordinary as well as extraordinary dividends so that the Superintendent has the opportunity to
review whether the insurer’s determination that a proposed dividend is ordinary was performed
accurately, and to review whether a proposed ordinary dividend complies with the statutory
restrictions imposed by 24-A M.R.S.A. §222(11-C)(B). These amendments are therefore
adopted as proposed.

Some stylistic revisions were also made to this section. No comments were received on those
revisions, which are adopted as proposed.
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Section 21 (Formerly 20) (Adequacy of Surplus): The only changes proposed to this Section
were stylistic. No comments were received on this Section, which is adopted as proposed with
two further nonsubstantive editorial clarifications.

Section 22 (New) (Effective Date): The existing Rule does not have an effective-date section.
The proposed language has been updated to reflect the 2016 adoption of these Amendments. No
comments were received on this Section, which is otherwise adopted as proposed.

Form A (Statement Regarding the Acquisition of Control of or Merger with a Domestic
Insurer): ACLI and Unum objected to the proposed amendment to Subitem 3(d) that repeals the
ten-year limitation on the reportability of criminal convictions. The current language here and in
Item 4 of Form B were adopted before the Violent Crime Control and Law Enforcement Act of
1994, 18 U.S.C. § 1033, established a lifetime bar from the business of insurance for felony
convictions involving dishonesty or breach of trust. Recent amendments to the NAIC Model
Holding Company Regulation removed the 10-year limitation from Form B but not from
Form A. This inconsistency defeats the purpose of the reporting requirement. It would not make
sense to allow individuals to withhold certain convictions from disclosure under Form A and
then, only after Form A is approved, to require immediate reporting to those same convictions
under Form B.

In addition, the Proposed Amendments add a new Subitem 4(d) inquiring whether the applicant
has met the triggers requiring the filing of Form E; they incorporate recent amendments to the
NAIC Model Regulation that eliminate an exemption from reporting small affiliates with assets
less than 0.5% of the ultimate controlling person’s assets, require biographical affidavits and
third-party background checks for key individuals, require three-year financial projections, and
agree to provide the enterprise risk information required in Form F; and they also make some
technical and stylistic changes. No comments were received on these revisions, which are
adopted as proposed with an editorial revision to make the biographical affidavit requirement
explicit and the correction of some additional punctuation errors.

Form A-1 (Formerly Form E) (Disclaimer of Control or Affiliation with a Maine Stock
Insurer): Although it is not in the appendix to the Model Regulation, this Form is included in
existing Rule 180 as “Form E.” This nonstandard numbering is confusing, especially now that
Maine requires NAIC Form E, the Competitive Impact Statement, so the Disclaimer has been
renumbered as Form A-1. Pairing it with Form A is logical, because the transactions that trigger
Form A-1 are all transactions that would trigger Form A if they involved the acquisition of actual
control. The Form has been revised to reflect recent amendments to the NAIC Model Holding
Company Act, codified in Maine at 24-A M.R.S.A. § 222(4-C)(B) & (1) and discussed above in
the overview of Section 17, which require notice of all divestitures of control and allow a
disclaimer of control to be filed on or behalf of a subject insurer that denies being controlled.
Additional revisions require notice of pending and anticipated transactions as now specified in
Section 17, require disclosure of all further relationships and transactions that might reasonably
be perceived as material and any additional information that would assist the Superintendent in
evaluating the application, correct drafting errors, and make other technical and stylistic changes.
No comments were received on the revisions to Form A-1, which are adopted as proposed with
the correction of some additional typographical errors.
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Form B (Insurance Holding Company System Annual Registration Statement): ACLI and
Unum objected to two proposed revisions to Form B. One is the proposed revision to Item 7,
which currently requires a “statement that” the registrant’s recent transactions were not part of a
plan or series of related transactions entered into for the purpose of avoiding the reporting
thresholds. The proposed revisions would have changed this to a “statement certifying that” no
recent transactions were entered into for that purpose, and further certifying that all plans or
series that exceed the applicable threshold have been properly aggregated and reported in Item 5,
and if applicable in a timely Form D. We agree with the comments, which noted that the word
“certifying” does not appear in the corresponding provision of the NAIC Model Regulation, that
Form B must already be certified in its entirety, and that adding additional certifications within
this certifications is confusing and unnecessarily complex. Therefore, the proposal to add the
word “certifying” has been withdrawn, and the clarification that plans and series of related
transactions must be aggregated and reported if they exceed the applicable thresholds has been
moved to Item 5 and to Form D, which contain the underlying reporting requirements.

ACLI and Unum also objected to the revision of Subitem 6(a), to add civil enforcement
proceedings to the list of governmental actions against the ultimate controlling person or its
directors or officers that must be reported if they “may be relevant to the trustworthiness of any
party thereto.” The comments noted that the NAIC Model Regulation, like the existing language
of Maine Form B, only mentions criminal prosecutions and administrative proceedings, and
suggested that this “could” (ACLI) or “would potentially” (Unum) require some insurers to
collect information that they do not currently collect. They did not, however, say that they are
aware of insurers that do not make any effort to ascertain whether government agencies have
initiated civil enforcement proceedings against their directors and officers that may be relevant to
their trustworthiness. Even if some companies would be required to enhance their due diligence
procedures, such a change would not be unduly burdensome, since administrative enforcement
actions are already reportable and civil enforcement proceedings generally reflect more serious
charges that are all the more important to bring to the attention of the insurer and its regulators.
This revision is therefore adopted as proposed.

The Proposed Amendments also eliminate a restriction (not found in the Model Regulation) that
required reinsurance transactions to be reported only if they ceded all or substantially all of a line
of business, and they incorporate recent amendments to the NAIC Model Regulation that
eliminate the 10-year limitation for reporting criminal convictions (as discussed above in
response to the comments on Form A), eliminate an exemption from reporting small affiliates
with assets less than 0.5% of the ultimate controlling person’s assets, clarify the reporting
requirements when the ultimate controlling person is an individual, expressly require statutory
financial statements where available, or in the alternative SEC filings or audited GAAP financial
statement, and clarify that Form C is a summary of changes from the prior Form B filing. Item 9
was also revised to clarify that Form C is not required if there was no prior Form B filing, and
other technical and stylistic revisions were also made to Form B. No comments were received
on any of these revisions. Due to a clerical error, the Proposed Amendments only incorporated
one of the two revisions to the criminal history inquiry in Model Item 4. That oversight has been
corrected. The revisions described in this paragraph are otherwise adopted as proposed with
three nonsubstantive editorial clarifications.
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Form C (Summary of Changes to Registration Statement): ACLI and Unum objected to a
proposed revision that would have required the registrant to file a statement “certifying that” its
recent transactions were not part of a plan or series of related transactions entered into for the
purpose of avoiding the reporting thresholds. For the reasons discussed in response to their
comments on a similar revision to Form B, we agree with the comments and have withdrawn the
proposal to add the word “certifying.”

The Proposed Amendments also change the title of Form C to reflect its purpose and contents
more accurately, following recent amendments to the NAIC Model Regulation, and add a
requirement to report a change in the ultimate controlling person’s chief executive officer, which
is currently reportable only if the president and the CEO are the same office. The only other
revisions to Form C are technical and stylistic. No comments were received on any of these
revisions, which are adopted as proposed.

Form D (Prior Notice of a Transaction Involving an Affiliate): The title of this Form has
been changed because the reporting requirements encompass some transactions that are not,
strictly speaking, transactions “with an affiliate,” and Item 3 has been revised to clarify,
consistent with Form B, Item 5, that the Superintendent may adjust the materiality threshold by
order. The Proposed Amendments also incorporate recent amendments to the NAIC Model
Regulation that require a statement explaining how the transaction meets the “fair and
reasonable” standard of the Holding Company Act, require reporting of all reinsurance pooling
agreements and modifications to such agreements, and enhance the reporting requirements for
management and service agreements and cost-sharing arrangements. The only other proposed
revisions to Form D are technical and stylistic. In addition, as discussed above, Item 3 of Form
D has been changed in response to the comments on Form B to clarify that any plan or series of
like transactions shall be aggregated and evaluated as a single transaction for purposes of the
reporting requirement. No comments were received on the revisions to Form D, which are
otherwise adopted as proposed.

Form E (New) (Competitive Impact Statement): This Form is one of the standard forms
provided in the appendix to NAIC Model Regulation, but was not previously required in Maine.
As discussed earlier, the form for Disclaimer of Control, now redesignated as Form A-1, was
previously designated as Form E. Because the provisions of the NAIC Model Holding Company
Act regulating transactions between licensed foreign insurers are not accreditation standards and
could lead to jurisdictional conflicts, the new competitive impact statement requirement in the
Maine Holding Company Act, 24-A M.R.S.A. § 222(4-C)(C)(14) applies only when a change of
control of a domestic insurer is involved. NAIC Model Form E has been revised to reflect the
narrower scope of Maine’s reporting requirement, to clarify that information must be reported for
both the acquiring and target companies, to require the market share disclosure to include MGA
activity and business transacted through fronting arrangements, and to provide clearer guidance
on market share reporting, based on standards set forth in Section 3.1 of the NAIC Model
Holding Company Act. No comments were received on Form E, which is adopted as proposed
with a nonsubstantive editorial clarification.

Form F (New) (Enterprise Risk Report): This Form was recently added to the NAIC Model
Regulation to implement recent amendments to the Model Holding Company Act and
Regulation, codified in Maine at 24-A M.R.S.A. § 222(8)(B-1) and new Section 19 of this Rule,
requiring holding company systems to report on various factors that may have a material impact
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on enterprise risk. The language is substantially similar to NAIC Model Form F, with some
technical and stylistic revisions. No comments were received on Form F, which is adopted as
proposed with the correction of three clerical errors.

Comparison of Proposed and Adopted Amendments
Changes from existing Rule 180 are shown as follows:

Language added as proposed: underlined

Further additions that have been adopted: double underlined

Proposed additions that were not adopted: underlined-and-struck through
Language deleted as proposed: struck-through

Further deletions that have been adopted: deuble-struckthrough

Amendments to Chapter 180

Insurance Holding Company System Model Rule
With Reporting Forms and Instructions

Contents
Section 1. AN 11 T4 PSSR 10
Section 2. 0T - PSS 10
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Section 5. Forms — Incorporation by Reference, Summaries, and OmiSSIONS.........c.cocvverirenerinienenine e 10
Section 6. Forms — Information Unknown or Unavailable and Extension of Time to Furnish............c.cccccoeennee. 11
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Section 12.  Acquisition of Person in Control of a DOMESLIC INSUFET ........cccveiviiiiiie i 12
Section 13.  Annual Registration of Insurers — Statement Filing (FOrm B) .....ooovivveiiiiierieeee e 12
Section 14.  Summary of Changes to Registration — Statement Filing (FOrm C).......cccovveivevveiinie e ce e 12
Section 15, AMENAMENTS £0 FOMM B ......oiiiieiiiie ittt sttt st st se et e et sbesbesneereaneeneeneens 13
Section 16.  Alternative and Consolidated RegiStrations ...........couiiiiiiiiiiiie e 13
Section 17.  Disclaimers and Termination of Registration (FOrmM A-1) ......cccoerriirieieiineneene e 13
Section 18.  Transactions Subject to Prior Notice — Notice Filing (FOrm D).......cccceoviiiiiniiieiieieneese e 14
Section 19.  Enterprise Risk REPOIt (FOIM F) ...oiuiiriiiiie ettt eneene e eneas 15
Section 49 20. Exrasrdinary Dividends and Other DiStribULIONS .........ccooiiiiiiii e 15
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Form A: Statement Regarding the Acquisition of Control of or Merger with

A DOMESTIC INSUIEY ...ttt bbbttt bbbt bt bt bt bt et et e e e sb e beeb e et e eneanbenneas 16
Form A-1:  Disclaimer of Control or Affiliation with a Maine StOCK INSUFer..........ccccoeiiiiiiiiiicic e, 20
Form B: Insurance Holding Company System Annual Registration Statement ..........c.cccoocevivvevnivnienineieenenennens 23
Form C: Summary of Changes to Registration StateMeNt..........c.cviiiiiiiieii e 27
Form D: Prior Notice of a Transaction with Involving an Affiliate..........ccocooviiiniiiince 28
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Form F: ENterprise RISK REPOM .....veiveiiiiieeirerieieesie st sie st ee et sra et e st e et snesteenaenae e eneestesnenneanaeneenes 35

Section 1.  Authority

Fheserulesare-promulgated This rule is adopted pursuant to the authority granted by Sections 212 and 222 of the
Maine Insurance Code (Title 24-A M.R.S.A.).
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Section 2. Purpose

The purpose of these—rules this rule is to prescribe the content of required filings and to establish procedural
requirements which the Superintendent deems necessary to carry out the provisions of the Insurance Holding
Company System Regulatory Act (“the Act”), § Section 222 of the Insurance Code. (Fitle24-A—MR.SA)
hereinafterreferred-toas—the-Aet” The information called for by these—+tes this rule is hereby declared to be
necessary and appropriate to the program administration of the Act in the public interest and for the protection of the
policyholders in this State.

Section 3.  Severability Clause

If any provision of these—regulations this rule, or the application thereof to any person or circumstance, is held
invalid, such determination shall not affect other provisions or applications of these-regulatiens this rule which can
be given effect without the invalid provision or application, and to that end the provisions of these-regulatiens this
rule are severable.

Section 4. Forms — General Requirements

A Forms A, A-1, B, C, D, and E, and F are intended to be guides in the preparation of the statements required
by Seetion222-6f the Act. They are not intended to be blank forms which are to be filled in. Fhese The
statements filed shall contain the numbers and captions of all items, but the text of the items may be
omitted provided the answers thereto are prepared in such a manner as to indicate clearly the scope and
coverage of the items. All instructions, whether appearing under the items of the form or elsewhere
therein, are to be omitted. Unless expressly provided otherwise, if any item is inapplicable or the answer
thereto is in the negative, an appropriate statement to that effect shall be made.

B.
HRisbednis e rpeninbe o netiec e o sushor %Lea%e%%eeﬁ% AII forms and statements
flled pursuant to thls rule shall be manuatly signed in the manner prescribed on the ferm forms. Yasigred
red- If the signature of any person is affixed pursuant to a power of attorney or other
similar authorlty, a copy of such power of attorney or other authority shall also be filed with the statement.
C. If an applicant requests a hearing on a consolidated basis under Subsection 7-A of the Act, the applicant

shall file a copy of Form A with the National Association of Insurance Commissioners (NAIC) in
electronic form in addition to filing Form A with the Superintendent.

€D.  Statements should be prepared en

the—ten-lerthendsorner elecironically. =dribisondpanealsitements—unlesssoeeltienl e nranarpd—ar

the—thng—rmaybesubmittednthersronnlsze All essieseanstotement—1aanrslal statements—s:
exhibits shall be elear; easily readable and suitable for phetecepying review and reproduction. Debits in

credit categories and credits in debit categories shall be designated so as to be clearly distinguishable as
such on photocopies. Statements shall be in the English language and monetary values shall be stated in
United States currency. If any exhibit or other paper or document filed with the statement is in a foreign
language, it shall be accompanied by a translation into the English language and any monetary value shown
in a foreign currency normally shall be converted into United States currency. If any form, part of a form,
or supporting material is filed in hard copy, four complete and conformed copies shall be filed with the
Superintendent by personal delivery or mail addressed to: Superintendent of Insurance, 34 State House

Station, Augusta, Maine 04333.
Section 5. Forms — Incorporation by Reference, Summaries, and Omissions

A Information required by any item of Form A, Form A-1, Form B, Form D, ef Form E, or Form F may be
incorporated by reference in answer or partial answer to any other item. Information contained in any
financial statement, annual report, proxy statement, statement filed with a governmental authority, or any
other document may be incorporated by reference in answer or partial answer to any item of Form A, Form
B, Form D, or Form E, previded-such if the document or paper is filed as an exhibit to the statement.
Excerpts of documents may be filed as exhibits if the documents are extensive. Documents currently on
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file with the Superintendent which were filed within the preceding three years need not be attached as
exhibits. References to information contained in exhibits or in documents already on file shall clearly
identify the material and shall specifically indicate that such material is to be incorporated by reference in
answer to the item. Matter shall not be incorporated by reference in any case where such incorporation
would render the statement incomplete, unclear, or confusing.

B. Where an item requires a summary or outline of the provisions of any document, enky a brief statement
shall be made as to the pertinent provisions of the document. In addition to sueh the statement, the
summary or outline may incorporate by reference particular parts of any exhibit or document currently on
file with the Superintendent which was filed within the preceding three years and may be qualified in its
entirety by such reference. In any case where two or more documents required to be filed as exhibits are
substantially identical in all material respects except as to the parties thereto, the dates of execution, or
other details, a copy of only one of sueh the documents need be filed, together with a schedule identifying
the omitted documents and setting forth the material details in which such the omitted documents differ

from the filed documents a—cepy—of-which-isfiled. The Superintendent may—-at-any-time—in-his has the

discretion to require the filing of copies of any omitted documents at any time.

Section 6. Forms — Information Unknown or Unavailable and Extension of Time to Furnish

B——Ifitis impractical to furnish any required information, document, or report at the time it is required to
be filed, an application for extension may shall be filed with the Superintendent as a separate document:

G5 A.  identibang Identifying the information, document, or report in question;
{2y B. stating Stating why the filing thereof at the time required is impractical; and

3y C. reguesting Requesting an extension of time for filing the information, document, or report to a specified
date. The request for extension shall be deemed granted unless the Superintendent within 30 days after
receipt thereof enters an order denying the request.

Section 7. Forms -- Additional Information and Exhibits

In addition to the information expressly required to be included in Form A, Form A-1, Form B, Form C, Form D,
and Form E, and Form F, there shall be added such further material information, if any, as may be necessary to make
the information contained therein not misleading. The person filing may also file such exhibits as it may desire in
addition to those expressly required by the statement. Such exhibits shall be so marked as to indicate clearly the
subject matters to which they refer. Amendments to Forms A, A-1, B, C, D, er E, or F shall include on the top of
the cover page the phrase: “Amendment No. (insert number) to” and shall indicate the date of the amendment and
not the date of the original filing. The Superintendent may also request, at any time, such additional information as
the Superintendent reasonably determines to be necessary to an informed determination of the matters addressed by

the filing.
Section 8. Definitions

A “Executive officer”” means chief executive officer, chief operating officer, chief financial officer, treasurer,
secretary, controller, any other individual charged with active management and control in an executive

capacity, and any other individual whether—incorperated—er—unincorperated; performing functions

corresponding to those performed by the foregoing officers under whatever title.



B. “Ultimate controlling person” means that person which is not controlled by any other person.

Unless the context otherwise requires, other terms found-in-theserules-and-in-Seetion-222(2) defined in
Subsection 2 of the Act are used as defined in-Section-222(2) therein. Other terminology shall be defined

according to the Insurance Code, or industry usage if not defined by the Code.

c
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Section 9.  Subsidiaries of Domestic Insurers
The authority to invest in subsidiaries is specified in §-222(3) Subsection 3 of the Act.
Section 10.  Acquisition of Control — Statement Filing (Forms A and E)

A. A person required to file a statement pursuant to Seetion-222(4-A)y-and{4-B} Subsection 4-C of the Act
shall furnish the required information on Form A, hereby made a part of this rule. The statement shall not
be considered to be filed until the Superintendent determines that all required information has been
furnished.

B. The filer must also furnish the information required on Form E, hereby also made a part of this rule, if the
proposed transaction will result in an increase in market share in this State in any line of insurance, as
specified in the annual statement required to be filed under section 24-A M.R.S.A. 8§ 423, for one or more
insurers_with combined market share greater than 5% in that line of insurance. If indicated by the
circumstances of the transaction, the Superintendent may modify the scope of the information requested in
Form E; and may require an opinion of an economist as to the competitive impact of the acquisition in this
State.

Section 11. Amendments to Form A

The applicant shall promptly advise the Superintendent of any changes in the information furnished on Form A
arising subsequent to the date upon which such information was furnished but prior to the Superintendent’s
disposition of the application. This requirement shall continue to apply until a registration statement has been filed
pursuant to §-222(8} Subsection 8 of the Act and Section 13 of this rule.

Section 12.  Acquisition of Person in Control of a Domestic Insurer

A If the person being acquired controls a domestic insurer, the name of the domestic insurer should be
indicated as follows on the cover page of Form A:

“ABC Insurance Company, a subsidiary of XYZ Holding Company.”

B. Where control of a domestic insurer is being acquired through acquisition of its controlling person,
references to “the insurer” contained in Form A shall refer to both the domestic subsidiary insurer and the
person being acquired.

Section 13.  Annual Registration of Insurers — Statement Filing (Form B)

An insurer required to file an annual registration statement pursuant to Seetion-222(8) Subsection 8 of the Act shall
furnish the required information on Form B, hereby made a part of these—+rules this rule. Each insurer which is
subject to registration shall register within 15 days after it becomes subject to registration and annually thereafter
unless the Superintendent, for good cause shown, extends the time for registration, and then within the extended
time.

Section 14.  Summary of Changes to Registration — Statement Filing (Form C)

An insurer required to file an annual registration statement pursuant to Sectien-222(8) Subsection 8 of the Act is also
reqwred to furnlsh mformatlon requwed on Form C hereby made a part of theseumles this rule ruIe Amnsu%e#shaﬂi#e

Section 15. Amendments to Form B

A. An amendment to Form B shall be filed within 15 days after the end of any month in which there is a
material change to the information provided in the annual registration statement.



Amendments shall be filed in the Form B format with only those items which are being amended and
reported. Each such amendment shall include at the top of the cover page “Amendment No. (insert
number) to Form B for (insert year)” and shall indicate the date of the change and not the date of the
original filings.

Section 16.  Alternative and Consolidated Registrations

A

Any authorized insurer may file a registration statement on behalf of any affiliated insurer or insurers
which are required to register under Seetion-222(8} Subsection 8 of the Act. A registration statement may
include information not required by the Act regarding any insurer in the insurance holding company
system, even if sueh the insurer is not authorized to do business in this State. In lieu of filing a registration
statement on Form B, the autherized—insurer principal insurance company in the insurance holding
company system may file a copy of the registration statement or similar report which it is required to file in
its State state of domicile, provided that:

{&———the statement or report contains information substantially similar to that required to be furnished
on Form Biand

The question of whether the filing insurer is the principal insurance company in the insurance holding
company system is a question of fact and an insurer filing a registration statement or report in lieu of Form
B on behalf of an affiliated insurer shall set forth a brief statement of facts which will substantiate the filing
insurer’s claim that it, in fact, is the principal insurer in the insurance holding company system.

With the prior approval of the Superintendent, an unauthorized insurer may follow any of the procedures
which could be done by an authorized insurer under paragraph Subsection A above.

Anry An authorized insurer may-take-advantage-of-the-provisions—of-Section-222(8HF)-6r{(G)-of the-Act
without-ebtaining is not required to obtain the prior approval of the Superintendent in order to file on behalf

of one or more affiliated insurers under Subsection A. The Superintendent, however, may require
individual filings H-he-deems upon a determination that such filings are necessary in the interest of clarity,
ease of administration, or the public good.

Section 17.  Disclaimers and Termination of Registration (Form A-1)

A.

A disclaimer of affiliation or a request for termination of registration claiming that a person (the
“disclaiming person”) does not, or will not upon the taking of some proposed action, control another person
(hereinafterreferred-to-as the “subject”) shall be submitted on Form E A-1 and shall contain the following
information:

(D) the The number of authorized, issued, and outstanding voting securities of the subject;

(2) with With respect to the disclaiming person whese-centrobis-denied and all affiliates of sueh the
disclaiming person, the number and percentage of shares of the subject’s voting securities which
are held of record or known to be beneficially owned, and the number of such shares concerning
which there is a right to acquire, directly or indirectly as-weH-as-infermation;

(3) Information as to all transactions in any voting securities of the subject which-were-effected that
are currently planned or anticipated, or that occurred during the past twelve months by-—suech
persens, in which the disclaiming person or any affiliate of the disclaiming person was involved;

3} (4) al All material relationships and bases for affiliation between the subject and the disclaiming
person whese-controHis-denied and all affiliates of sueh the disclaiming person;

{4 (5) A statement explaining why sueh the disclaiming person should not be considered to control the
subject; and

{5} (6) Such further information as is required by Form £ A-1.

A disclaimer of affiliation or request for termination of registration shall be deemed to have been granted
unless the Superintendent, within 30 days after he—reeeives receiving the request, notifies the registrant
person filing Form A-1 otherwise.




C. Form A-1 may be filed by or on behalf of the disclaiming person, or may be filed by the subject or by an
affiliate of the subject.
D. At least 30 days before any person divests a controlling interest in a domestic insurer, or in a person

directly or indirectly controlling a domestic insurer, the divesting person shall report the proposed
divestiture to the Superintendent on Form A-1, unless the divestiture transaction consists of the transfer of
the divesting person’s interest to one or more acquiring persons, all of whom have reported their respective
acquisitions on Form A pursuant to Section 10. A partial divestiture is subject to the reporting
requirements of this subsection if the divesting person will lose either presumptive or actual control as the
result of the partial divestiture.

Section 18.  Transactions Subject to Prior Notice — Notice Filing (Form D)

A.

An insurer required to give notice of a proposed transaction pursuant to Sectien-222(9) Subsection 9 of the
Act shall furnish the required information on Form D, hereby made a part of these-regulations this rule.

Adgreements for cost-sharing services and management services shall at a minimum, as applicable:

(1) Identify the person providing services and the nature of such services;

(2) Set forth the methods to allocate costs;

(3) Require timely settlement, not less frequently than quarterly, and compliance with the
requirements in the NAIC Accounting Practices and Procedures Manual;

(4) Prohibit advancement of funds by the insurer to the affiliate except to pay for services defined in
the agreement;

(5) State that the insurer shall maintain oversight for functions provided to the insurer by the affiliate
and that the insurer shall monitor services at least annually for guality assurance;

(6) Define books and records of the insurer to include all books and records developed or maintained
under or related to the agreement;

(7) Specify that all books and records of the insurer are and remain the property of the insurer and are
subject to control of the insurer;

(8) State that all funds and invested assets of the insurer are the exclusive property of the insurer, held
for the benefit of the insurer, and are subject to the control of the insurer;

(9) Include standards for termination of the agreement with and without cause;

(10) Include provisions for indemnification of the insurer in the event of gross negligence or willful

misconduct on the part of the affiliate providing the services;

(11) Specify that, if the insurer is placed in receivership or seized by the Superintendent under Chapter
57 of the Insurance Code:

(a) all All of the rights of the insurer under the agreement extend to the receiver or
Superintendent; and

(b) al All books and records shall immediately be made available to the receiver or the
Superintendent, and shall be turned over to the receiver or Superintendent immediately
upon the receiver’s or the Superintendent’s request;

(12) Specify that the affiliate has no automatic right to terminate the agreement if the insurer is placed
in receivership; and

(13) Specify that the affiliate shall continue to maintain any systems, programs, or other infrastructure,
notwithstanding a seizure by the Superintendent under Chapter 57 of the Insurance Code, and shall
make them available to the receiver, for so long as the affiliate continues to receive timely
payment for services rendered.




Section 19.  Enterprise Risk Report (Form F)

The ultimate controlling person of an insurer required to file an enterprise risk report pursuant to Paragraph 8(B-1)
of the Act shall furnish the required information on Form F, hereby made a part of this rule.

Section 19 20.  BExtrasrdinary Dividends and Other Distributions
A extraordinary Notice of proposed dividends or any-otherextraordinary-distribution

dlstrlbutlons to shareholders shall include the following:

1) The amount of the proposed dividend,;
2 The date established for payment of the dividend;

3) A statement as to whether the dividend is to be in cash or other property and, if in property, a
description thereof, its cost, and its fair market value, together with an explanation of the basis for
valuation;

(4) A request for approval of an extraordinary dividend or a notice that the proposed dividend was not

determined to be extraordinary;

&5 (5) A copy of the calculations determining that whether or not the proposed dividend is extraordinary.
The work paper shall include the following information:

{y(a) The amounts, dates, and form of payment of all dividends or distributions (including
regular dividends but excluding distributions of the insurer’s own securities) paid within
the period of 12 consecutive months ending on the date fixed for payment of the
proposed dividend for which approval is sought and commencing on the day after the
same day of the same month in the last preceding year.

{# (b) Surplus as regards policyholders (total capital and surplus) as of the 31st day of
December next preceding;

i (©) If the insurer is a life insurer, the net galn from operations for the 42+
: g most recent complete calendar year;

) (d) If the insurer is not a I|fe insurer, the net galn from operatlons for these the %eee%

periods period : ,
12-month-perieds each of the three most recent complete calendar years and

{9 (e) If the insurer is not a life insurer, the dividends paid to stockholders excluding
distributions of the insurer’s own securities in the preceding two calendar years.

£53 (6) A balance sheet and statement of income for the period intervening from the last annual statement
filed with the Superintendent and the end of the month preceding the month in which the request
for dividend approval is submitted; and

£6} (7) A brief statement as to the effect of the proposed dividend upon the insurer’s surplus and the
reasonableness of surplus in relation to the insurer’s outstanding liabilities and the adequacy of
surplus relative to the insurer’s financial needs.

B. Reguestsforannroval Regulatory review of dividends and other distributions to shareholders a#e is subject
to the f|||ng reqmrements and other provrsmns of §—222€1—]:-A9 Subsectlon 11 C of the Act m—theeaseet

Section 20 21.  Adequacy of Surplus

The factors set forth in Section—222(10) Subsection 10 of the Act are not intended to be an exhaustive list. In
determining the adequacy and reasonableness of an insurer’s surplus, no single factor is necessarily controlling. The
Superintendent, instead, wiH shall consider the net effect of all of these factors plus other factors bearing on the
financial condition of the insurer. In comparing the surplus maintained by other insurers, the Superintendent wiH
shall consider the extent to which each of these factors varies from company to company and in determining the
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quality and liquidity of investments in subsidiaries, the Superintendent will shall consider the individual subsidiary
and may discount or disallow its valuation to the extent that the individual investments so warrant.

Section 22.  Effective Date

This rule is effective October 15, 1975. The 1993 amendments to this rule are effective August 11, 1993. The 2844

2016 amendments to this rule are effective

Drafting Note: Insert date five days after the adopted Rule as approved by the Attorney General has been filed with the Secretary of State.

FORM A

STATEMENT REGARDING THE ACQUISITION OF CONTROL OF
OR MERGER WITH A DOMESTIC INSURER

Name of Domestic Insurer

BY
