
HOUSE .... No. 1026

Accompanying the petition of Mark J. Staples for the establishment
of a state fund for the insurance of employers against accidents to
employees, and to allow employers to insure their own risks. Joint
Judiciary. January 21.

In the Year One Thousand Nine Hundred and Twenty-One.

AN ACT
To provide for the Establishment of a State Fund Asso-

ciation for the Purpose of Insuring the Liability , of
Employers to make Compensation on account of In-
jured Employees and to allow Employers to insure
their own Risks.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Chapter seven hundred and fifty-one of the acts of
2 nineteen hundred and eleven, and amendments thereof,

is hereby further amended by striking out Part IA7 and
i substituting the following

3

6 STATE FUND ASSOCIATION

7 Section 1. There shall fc
8 to be known as the state

established an association
fund association, for the

9 purpose of insuring the liability of employers to pay the

CJ)c Commoniucaltf) of Cgassaclnisetts.

Part IV
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10 compensation provided by Part 11. There shall also be
11 established a state fund, hereinafter called the “fund,”
12 to be administered by the directors of the state fund
13 association, which shall consist of all premiums re-
-14 ceived and paid into the fund, all property and securi-
-15 ties acquired by and through the use of moneys belong-
-16 ing to the fund, and all interest earned upon such
17 moneys. The fund shall be administered without any
18 liability on the part of the commonwealth beyond the
19 amount thereof except as hereinafter provided, and
20 Shall be applicable to the payment of losses sustained
21 by subscribers thereto, and to the payment of expenses

as provided herein
Section 2. The treasur 'r and receiver general shall be

and all disbursements thereon
n vouchers authorized bv the

24 the custodian of the fund
25 shall be paid by him upi

26 directors and signed by any two thereof. The said
27 treasurer shall give a separate and additional bond in

the governor and council,
lerformance of his duty as

28 an amount to be fixed by
29 conditional on the faithful
30 custodian of the fund. He
31 are not required for current
32 with the laws of the conn
33 ments by savings banks.

shall invest such moneys as
disbursements in accordance
lonwealth governing invest-
He may whenever he sells
ties so sold upon receiving
may execute any and all

34 securities deliver the secur

the proceeds thereof, and
36 documents necessary to transfer the title thereof. In-
37 terest earned by the invested portion of the fund shall
38 be collected by the treasurer and placed to the credit
39 of the fund. The cashier of the fund shall weekly pay
40 to the treasurer all moneys collected by him.
41 Section 3. The fund shall be managed and controlled
42 by a board of seven members, two of whom shall be
43 women, who will be appointed by the governor, one of
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44 whom shall be designated by the governor as chairman.
45 The term of office of its members shall be three years,
46 except that when first constituted three members shall

Julv first, nineteen hundred47 be appointed to serve until
48 and twenty-two; two until
49 and twenty-three; and tw
50 hundred and twenty-four.

July first, nineteen hundred
) until July first, nineteen

As their respective terms
51 expire, their successors shall be appointed for the full
52 term of three years. The compensation of the directors
53 shall be fixed by the governor and council. The board
54 of directors shall elect a manager, cashier and such
55 other officers as are necessary for the proper conduct of
66 the business of the association. The cashier shall collect
57 all premiums due the fund, and under such regulations
58 as may be approved by the treasurer and receiver
59 general shall make weekly payments to those entitled
60 thereto under the provisions of Part 11. The treasurer
61 and receiver general, in accordance with appropriations
62 made by the general court, may advance to the cashier
63 such sums, not exceeding in the aggregate fifty thousand
64 dollars, as are necessary in the judgment of the board
65 of directors for the prompt payment of claims of the
66 fund. The board of directors is hereby authorized to
67 provide for the appointment of such clerks, inspectors,
68 investigators and other employees as are necessary for
69 the proper conduct of the business, and shall fix the
70 salaries of all officers and employees. Appointments
71 made or authorized by the board of directors shall not
72 be subject to the provisions of chapter nineteen of the
<3 Ilevised Laws and laws in amendment thereof or in
74 addition thereto.
U> Section U Every employer, employing ten or more
76 persons in this state, shall subscribe to this fund, other

than those provided for in the following section of this
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act. The association shall not refuse to insure any
employer who deposits with it the full annual premium
based upon a proper estimated pay-roll and computed
at the regular rates of the fund.

78
79
SO

81

Section 5. Every employer who shall elect to become
a subscriber under this act shall either insure and keep
insured his liability hereunder as hereinbefore provided
or shall furnish to the insurance commissioner satis-
factory proof of his ability having due regard to the
hazard and extent of his business to pay the com-
pensation hereunder in the amount and manner and
when due as provided in this act.

82

83

84
85

86

87

88

89

In the latter case the employer shall file with said
commissioner a statement in such form as the said
commissioner shall prescribe, showing the number of his
employees, the number of accidents in a given time, and
such other facts as said commissioner shall require and
shall file with the treasurer and receiver general a bond,
running to the commonwealth for such amount and in
such form as may be approved by the insurance com-
missioner, conditioned upon the payment to the
treasurer and receiver general of the whole or such
portions of the penal sum as the insurance commissioner
may from time to time direct, but in no case shall the
penal sum of such bond be less than fifty thousand
clollars. The bond above required shall have as surety

some corporation or association approved by the in-
surance commissioner and engaged in the business of
issuing bonds.

90

91
92

93
94

95

96

97
98

99

100

101
102
103

104
105
106

In lieu of such bond or in conjunction therewith, the
employer may make a deposit with the treasurer and
receiver general of securities satisfactory to the treasurer
and receiver general in such amounts as the insurance
commissioner shall specify, to be held under a trust

107
108
309

110

11l
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112 agreement, in form satisfactory to the insurance coin-

113 missioner, that, in event of the failure of the subscriber
114 to perform the obligations assumed by him hereunder,
115 the whole or such parts of said securities as the in-
116 surance commissioner may direct, may from time to
117 time be sold by the treasurer and receiver general to
118 meet such obligations. The insurance commissioner may

119 also require the payment of the whole or portion of the
120 penal sum of such bond or the sale of the whole or
121 portion of such securities in case the employer fails to
122 provide the benefits required by this act. The amount
123 received by the treasurer and receiver general by virtue
124 of said bond, less expenses of collection, if any, and the
125 proceeds of the sale of said securities, less the expenses
126 of liquidation, if any, shall be administered by a trustee
127 to be appointed by the industrial accident board, for
128 the purpose of discharging the obligations of such em-
129 ployer under this act. Such trustee shall give bond in
130 an amount and with surety or sureties satisfactory to

131 the industrial accident board conditioned upon the
132 faithful performance of his duties. With the approval
133 of the treasurer and receiver general other securitie
134 may from time to time be substituted for those so
135 deposited. If the market value of the deposit is at any

*36 time less than the amount specified by the insurance
137 commissioner to be kept on deposit by the employer,
138 the treasurer and receiver general shall notify the em-
-139 ployer to make good the deficiency. If the employer
140 fails so to do within ten days of such notice his de-
-141 linquency shall be reported to the insurance commis-
142 sioner by the treasurer and receiver general and the
143 insurance commissioner shall revoke the employer’s
144 certificate provided for by this act. Such employer
145 shall also insure his liability on account of his catastrophe
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risk, so-called, in such amount as the insurance com-
missioner may specify, in any corporation, association
or organization authorized to issue surety bonds.

146

147
148

Section 6. Whenever an employer has in the judg-
ment of the insurance commissioner complied with the
provisions of section one of this part relating to self-
insurance, so-called, the insurance commissioner shall
issue to such employer a certificate thereof which shall
remain in force for such term, not exceeding five years,

149

150

151

152
153
154

isioner shall prescribe, unless
deed as herein provided.

the insurance commi155
sooner surrendered or rev156

oner shall forthwith notify the
of the issuance, surrender or
ate.

The insurance commiss:157
industrial accident board
revocation of such certifk

158

159 revocation of such certi
160 The employer holdin uch certificate shall upon its

issuance give notice in writing or print to all persons
under contract of hire with him and shall give such
notice to every person with whom he is about to enter
into a contract of hire that he holds the certificate
under this section and that payments to injured em-
ployees will be made under the provisions of the work-
men’s compensation act. If an employer ceases to hold
such certificate, he shall, on or before the day when
he ceases to hold it, give notice thereof in writing or

'

print to all persons under contract with him.

IGI
162
163
164
165
166

167
IGS
169

170

He shall file a copy of the notice with the industrial
accident board.

171
172

Section 7. An employer holding the certificate pro-
vided for in the preceding section shall be a subscriber
within the meaning of this act and shall also be liable
to pay the compensation provided for by Part II of this
act and be subject to the provisions of Parts I, 11, HI
and V of this act to the same extent as the association

173
174
175
17G
177
178
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for injuries occurring during the period that such cer-

tificate is in effect.
179
ISO

Whenever an injury to an employee has been re-

ported, the employer holding a certificate under this
act shall pay compensation for such injury, if the

employee is incapacitated for a period of at least five
days from earning full wages. Such compensation shall
begin on the sixth day after the injury and shall be
paid on the tenth day after the injury, unless the in-

dustrial accident board or any member thereof shall
have issued an order upon the written request of the
employer suspending payment of such compensation
pending an investigation to determine the liability of
the employer. When compensation shall have begun,
it shall not be'discontinued, except with the written
assent of the employee or the approval of the board or
a member thereof: provided, however, that such com-
pensation shall be paid in accordance with section ten
of Part II of said chapter seven hundred and fifty-one
and acts in amendment thereof and in addition thereto,
if the employee in fact earns wages at any time after
the original agreement is filed.

181
182
183

IS4
185

186

187
188

IS9

190

191

192
193

194
195
196

197
198

199

200

Section 8. The insurance commissioner shall make
such examinations from time to time and call for such
reports as he shall deem necessary and may from time
to time require the employer to furnish additional
security either by bond or the deposit of securities as
defined in section one, or may permit the substitution
of bond or securities in a lesser amount as he. shall
think the circumstances warrant. When the obligations
of such employer shall have been paid in full, and there
is no possibility of further claims arising under this act
to which the bond or securities can be applied, the

201

202
203

204

205

206

207
208

209

210
211
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212 treasurer and receiver general shall, subject to the ap-
213 proval of the insurance commissioner, release said bond
214 to the company furnishing it, or return said securities to
215 the employer, or his legal representatives, as the case
216 may be.
217 Section 9. A certificate issued hereunder may be sur-
218 rendered upon giving notice to the insurance commis-
219 sioner of the date when such surrender is to take effect.
220 The insurance commissioner may after a hearing, of
221 which the employer shall have not less than ten days’
222 notice, for cause revoke the certificate, such revocation
223 to become effective at a date fixed by said commissioner
224 but not less than five days after notice to the employer
225 of such revocation, except that if a petition in bank-
226 ruptcy has been filed by or against a subscriber here
227 under the said commissioner may forthwith revoke said
228 certificate.
229 Upon the expiration, surrender or revocation of such
230 certificate the employer shall cease to be a subscriber
231 within the meaning of the act
232 Section 10. The industrial accident board shall sub-
233 mit a written statement of its findings to the insurance
234 commissioner in case of intentional failure by any sub-
235 scribcr holding a certificate as provided by section two
236 of this part, to make a payment provided by an order,
237 agreement, award or decree under Part 111 of this act
238 from which no claim of review or appeal is pending,
239 or in case of any conduct found by the board to be
240 oppressive toward any employee or employees in con-
41 nection with the carrying out of the provisions of this
42 act, or any failure to perform in good faith the obliga-

243 tions assumed by the subscriber hereunder. It shall be
44 unlawful to ask as a requisite of employment that any
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employee, present or prospective, shall subject them-
selves to any physical examination.

245
246

Section 11. For the purpose of defraying the ex-
penses of the insurance department in administering the
provisions of this part, a subscriber who shall receive a
certificate under section two of said part shall annually
file with the insurance commissioner an estimate of the

247
248
249

250

251
252 pqy-roll of his employees for the ensuing twelve months,

53 and shall annually pay to the treasurer and receiver
254 general of the commonwealth one and one half cents
255 per one hundred dollars of said estimated pay-roll. At
256 the expiration of each ensuing period of twelve months,
257 during the period for which the certificate shall remain
258 in force and also at such times as the certificate expires
259 or is revoked, the subscriber shall make a return to the
260 insurance commissioner, subject to verification by said
261 commissioner, indicating the actual pay-roll for the
262 period so covered. If the actual pay-roll be greater

33 than the estimated pay-roll the subscriber shall there-
264 upon pay to the treasurer and receiver general an
265 amount equal to one and one half cents per one hundred
266 dollars of the difference between the estimated pay-roll
267 and the actual pay-roll. If the actual pay-roll be les;

than the estimated pay-roll the treasurer and receiver268

269 general shall refund to the subscriber an amount equal
270 to one and one half cents per one hundred dollars
271 difference between the estimated pay-roll and the
272 actual pay-roll. The insurance commissioner shall
7y Q n tli H 1 ..f . \ -r *• .a t-vi ~ i-i 4-

269

273 notify the treasurer and receiver general of any amount
274 to be collected or refunded.
275 Section 12. If an employer who holds or has held a
276 certificate under this act offers a composition under the
277 federal bankruptcy act or is adjudicated a bankrupt
278 under said act, the total amount of compensation and
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I'

0

279 other benefits for injuries occurring during the period
280 when such certificate was in effect shall be deemed to
281 be due and payable as of date of the offer of com-
282 position or adjudication, and shall be entitled to priority
283 under the terms of said acts; and if any such em-

284 ployer makes an assignment for the benefit of creditors.
285 or a receiver is appointed of any- of his property or
286 business., the said amounts shall be deemed to be debts
287 due and payable at the time of such assignment or the
288 appointment of such receiver, and shall be preferred as
289 against all other unsecured claims
290 Section 13. Ten per cent of the premiums collected
291 from employers insured in the association shall be set
292 aside by the board of directors for the creation of a
293 surplus until such surplus shall amount to the sum of
294 one hundred thousand dollars, and thereafter five per
295 cent of such premiums until such time as in the judg-
296 ment of the said board such surplus shall be sufficiently
297 large to cover the catastrophe hazard. The said board
298 shall also set up and maintain reserves adequate to meet
299 unpaid losses and carry all claims and policies to ma-
300 turity, which reserves shall be computed in accordance
301 with such rules as shall be approved by the insurance

102 commissioner, but in no event shall such reserves be
303 less than those required by law to be set up by in-
304 surance companies. Until the surplus of the association
305 exceeds three hundred thousand dollars the association
306 shall make special arrangements for its protection from
307 extraordinary losses caused by disaster. Such pro-
-308 tection may be afforded by a company not authorized
309 to transact an insurance business in Massachusetts,
310 satisfactory to the insurance commissioner, but any
311 such arrangement for reinsurance must first be approved
312 in writing by the insurance commissioner.
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of the fund shall be borne113 Section 14- The exper
314 by the commonwealth until July first, nineteen hundred
315 and twenty-three, and the sum of one hundred thousand
316 dollars may be expended from the treasury of the
317 commonwealth for this purpose.
318 Section 15. The association shall be furnished with

319 suitable quarters in the state house or elsewhere, at the
320 expense of the commonwealth, until July first, nineteen
321 hundred and twenty-three.
322 Section 16. The association shall not levy asse

323 ments upon subscribers.
324 Section 17. In the event that the surplus of the
325 association and the protection afforded by reinsurance
326 are not sufficient to pay all the losses incurred, upon
327 request of the board of directors the treasurer and
328 receiver general from time to time before July first,
329 nineteen hundred and twenty-two, may advance to the
330 association from the treasury of the commonwealth
331 sums of money not exceeding in the aggregate one
332 hundred thousand dollars. For the money so advanced
333 the association shall execute and deliver to the treasurer
334 its promissory notes payable to the commonwealth four
335 years after the respective dates thereof, with interest at
336 the rate of four per cent per annum, payable semi-

annually. The notes shall be signed by a majority of
338 the directors, and shall be payable either serially or by
339 installments, so that at least one fourth of the aggregate

40 indebtedness shall be paid in each year beginning with
341 the first day of January, nineteen hundred and twenty
342 four.
343 Section 18. The treasurer and receiver general is
344 hereby authorized to borrow upon the credit of the
345 commonwealth from time to time such amounts as may
346 be necessary to cover the advances authorized in the
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547 preceding section. All moneys so borrowed shall be
548 deposited in the state treasury, and the treasurer and
549 receiver general shall pay out the same as ordered by
550 the directors of the association in accordance with ap-
-351 propriations made by the general court, and shall keep
352 a separate and accurate account of all sums so borrowed
,53 and advanced. Notes issued under the provisions of
;54 the two preceding sections shall not be considered in de-
-155 termining the solvency of the association.

356 Section 19. The board of directors shall distribute
357 the subscribers into groups in accordance with the
358 nature of the business and the degree of the risk of
359 injury. Subscribers within each group shall annually
360 pay in cash such premiums as may be required to pay
361 the compensation herein provided for the injuries which
362 may occur in that year.

363 Section 20. The board of directors may, from time
364 to time, by vote fix and determine the amount to be
365 paid as a dividend upon policies expiring during each
366 year, after retaining sufficient sums to pay all the com-
-367 pensation which may be payable on account of injuries
368 sustained, and after making provision for the surplus as
369 provided in section five. Before declaring a dividend
370 the board shall retain sufficient sums to pay expenses
371 to the extent that the same are not provided for by the
372 commonwealth. Alb dividends shall be fixed by and for
373 groups in accordance with the experience of each group,
574 but all funds of the association shall be available for
575 the payment of any claim against the association.
76 Section 21. Any proposed premium, dividend or dis-
7 tribution of subscribers shall be filed with the insurance
8 department, and shall not take effect until approved by

579 the insurance commissioner after such investigation a
580 he may deem necessary.
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Section 22. The board of directors shall make and
enforce reasonable rules and regulations for the pre-

vention of injuries on the premises of subscribers, and
for this purpose the inspectors of the association shall
have free access to all such premises during regular
working hours. Any subscriber or employee aggrieved
by any such rule or regulation may petition the in-
dustrial accident board for a review, and it may affirm,
amend or annul the rule or regulation.

381
382
383

384
385

386
387

388

389

Section 23. If any officer or director of the associa-
tion shall falsely make oath to any certificate required
to be filed with the insurance commissioner, he shall be

390
391

392
guilty of perjury.393

Section 24. Every subscriber shall, as soon as he
secures a policy, give notice, in writing or print, to all
persons under contract of hire with him that he has
provided for payment to injured employees by the

394
395

396

397
398 association.

Section 25. Every subscriber shall give notice in
writing or print to every person with whom he is about
to enter into a contract of hire that he has provided for
payment to injured employees by the association. If
an employer ceases to be a subscriber he shall, on or
before the day on which his policy expires, give notice
thereof in writing or print to all persons under contract
with him. In case of the renewal of the policy no
notice shall be required under the provisions of this act.

He shall file a copy of said notice with the industrial
accident board. The notices required by this and the
preceding section may be given in the manner therein
provided, or in such other manner as may be approved
by the industrial accident board.

399
400

401

402

■403

404
405

406
407

408

409
410

411
412

Section 26. If a subscriber who has complied with all
the rules, regulations and demand of the association is

413
414
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required by any judgment of a court of law to pay to
an employee any damages on account of personal injury
sustained by such employee during the period of such
subscription, the association shall pay to the sub-
scriber the full amount of such judgment and the cost
assessed therewith, if the subscriber shall have given the
association notice in writing of the bringing of the
action upon which the judgment was recovered and an
opportunity to appear and defend the same.

415
416

417
418
419
420

421
422
i23

Section 27. The provisions of chapter five hundred
and seventy-six of the acts of nineteen hundred and
seven, and of acts in amendment thereof, shall apply
to the association, so far as such provisions are pertinent
and not in conflict with the provisions of this act,
except that its corporate powers shall not expire because
of failure to issue policies or make insurance.

424
425

42G

427
428

429

430

Section 28. This act shall not be construed as re431
pealing or affecting the charter or corporate existence
of any corporation heretofore established under the
provisions of said chapter seven hundred and fifty-one,
or acts in amendment, thereof or in addition thereto,
but all the rights and privileges conferred by law upon
any such corporation shall continue in full force and
effect.

432

433

m
435

436

437
138

Section 29. The provisions of this act, so far as they
are the same as existing law, shall be construed as

439

440

continuations thereof, and not as new enactment441
Section 30. Section two of Part 1’ of said chapter

seven hundred and fifty-one, and amendments thereof,
is hereby amended by striking out the words “Massa-
chusetts Employees Insurance Association ” in para-
graph six, and substituting the words: State Fund
Association.

442
m
444

445
446
447
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448

449

450

451

452
45:

454

455

456

4
458

459

460
461

41

Section 31. Section one of chapter six hundred and

sixty-six of the acts of nineteen hundred and twelve is

hereby amended by adding at the end thereof the

following sentence: — The insurance commissioner may

withdraw his approval of any premium or distribution
of subscribers given by him to the State Fund Asso-
ciation

Section 32. This act shall take effect upon its

passage.
Section S3. On and after January first, nineteen

hundred and twenty-two, every employer, employing

ten or more persons, shall comply with the provisions of

this act under penalty of one hundred'dollars fine or six

months imprisonment or both fine and imprisonment
for each offence.




