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Overview and Legal and Fiscal Impact 
 

 The reproposed regulations make clarifying and corrective changes to proposed regulations 

governing the examination of the controllers or promoters of insurers that were published in the 

Maryland Register on February 19, 2016 (43:4 Md.R. 343-344).  The analysis of the original 

proposal is found under DLS Control No. 15-428P.   

 

 The reproposed regulations present no legal issues of concern. 

 

 There is no fiscal impact on State or local agencies. 

 

 

Regulations of COMAR Affected 
 

Maryland Insurance Administration: 

Insurers:  Examination of Principal Management or Controllers of Insurers:  

COMAR 31.04.02.00-.07 

 

 

Legal Analysis  
 

Background 
 

 On December 14, 2015, the Maryland Insurance Administration submitted to the Joint 

Committee on Administrative, Executive, and Legislative Review regulations that extensively 

revise COMAR 31.04.02 governing the examination of persons who exercise control over a 

substantial portion of the general business of an insurer, or the promoter of an insurer, that does 

business in Maryland.  The changes made include eliminating the requirement to examine 

promoters of an insurer, restating the purpose of Chapter .02 and establishing its scope, altering 

the circumstances under which an examination of the principal management of an entity subject 

to Chapter .02 must be conducted, revising the process for submitting biographical affidavits to 

the Maryland Insurance Commissioner, and requiring an approved independent third party to 

prepare a background report and verify the information contained in biographical affidavits 

submitted to the Commissioner.  According to the administration, the proposed regulations 

implement procedures recommended by the National Association of Insurance Commissioners in 

its 2014 Company Licensing Best Practices Handbook and, because most of the review process 

would be conducted by an approved independent third party, the regulations would greatly 

decrease review time for administration staff. 
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 The reproposed regulations address comments received by the administration after 

publication of the proposed regulations in the February 19, 2016 Maryland Register.  The analysis 

of the original proposal is found under DLS Control No. 15-428P.   

 

Summary of Regulations 
 

 The reproposed regulations make clarifying and corrective changes to Regulations .01, 

.02B(13), and .03A as originally proposed.  Specifically (1) Regulation .01 is revised to clarify 

that Chapter .02 does not apply to workers’ compensation self-insurance groups organized 

pursuant to Title 25, Subtitle 3 of the Insurance Article; (2) Regulation .02B(13), which defines 

“insurer,” is revised to correct a cross-reference to the definition of that term in the Insurance 

Article; (3) the lead-in language of Regulation .03A is revised to clarify that biographical affidavits 

must be submitted “on the individuals required by the applicable filing” that triggers the 

requirement to file a biographical affidavit; and (4) Regulation .03A(4) is revised to substitute 

language requiring that a biographical affidavit be filed when a “person files” a specified 

registration statement for inaccurate language requiring that the affidavit be filed when a “change 

in the principal management of a domestic insurer or other entity is reported in” the registration 

statement.  

 

Legal Issues 
 

 The regulations present no legal issues of concern. 

 

Statutory Authority and Legislative Intent 
 

 The administration cites §§ 15-102.6, 19-705, 19-708, 19-7A-03, and 19-7A-04 of the 

Health – General Article and §§ 2-109, 2-205(c), 4-108, 4-113(a)(7) through (9), 7-304, 7-603, 

8-412, 8-417, 14-109(3), and 14-405 of the Insurance Article as statutory authority for the 

regulations.  More specifically, § 19-705(a)(2) of the Health – General Article and § 2-109(a)(1) 

of the Insurance Article provide authority for the regulations.  The remaining cited authority is not 

relevant to these regulations. 

 

 Section 19-705(a)(2) requires the Commissioner, with the advice of the Secretary of 

Health and Mental Hygiene, to adopt “reasonable rules and regulations as necessary to carry out” 

specified provisions of Title 19, Subtitle 7 of the Health – General Article, which governs health 

maintenance organizations.  Section 2-109(a)(1) of the Insurance Article establishes the general 

authority of the Commissioner to adopt regulations to carry out the Insurance Article. 

 

 The relevant cited authority is correct and complete.  The regulations comply with the 

legislative intent of the law. 

 

 

Fiscal Analysis  
 

 There is no fiscal impact on State or local agencies. 
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Agency Estimate of Projected Fiscal Impact 
 

 The administration advises that the regulations result in minimal workload efficiencies due 

to staff being required to spend less time reviewing biographical affidavits, but otherwise they 

have no impact on State or local governments.  The Department of Legislative Services concurs 

and notes that any savings are likely to be negligible.   

 

Impact on Budget 
 

 There is no impact on the State operating or capital budget. 

 

Agency Estimate of Projected Small Business Impact 
 

 The administration advises that the regulations have minimal or no economic impact on 

small businesses in the State.  The Department of Legislative Services concurs. 
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Legal Analysis:  Judith D. Markoya – (410) 946/(301) 970-5350 

Fiscal Analysis:  Richard L. Duncan – (410) 946/(301) 970-5510 




