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Department of Banking and Insuranc

Division of Insurance,
00 Nashua Street, Boston 14, May 27, 1964.

To the Honorable Senate and House of Representative

In compliance with the General Laws, chapter 76, of the Resolves
of 1964, there is submitted herewith a report of the Division of In-
surance relative to further regulating insurers authorized to write
workmen’s compensation insurance.

Respectfully submitted,

Commissioner of Insurance.

*

Che Commontoealth of Massachusetts

C. EUGENE EARNAM,
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The Division of Insurance has made an investigation and study
of the subject matter of current House Document No. 917 as au-
thorized and directed by chapter 76 of the Resolves of 1964 and
reports as follows thereon:

The substance of the proposed legislation is to include stock in-
surance companies authorized to issue workmen’s compensation
insurance policies on a participating basis within the statutory pro-
visions regulating the payment of dividends presently applicable
only to mutual liability companies issuing comparable policies.

Section 53 of chapter 152 of the General Laws was originally
enacted in 1911, at which time insurance companies operating on
the stock plan did not issue policies to their insureds which per-
mitted their participating in any declaration of dividends. Divi-
dend payments were made for the sole benefit of stockholders of
the company. To compete with companies operating on the mu-
tual plan, stock companies devised various experience rating plans
as means to reward their policyholders for good loss experience.
It was not long before the mutuals adopted these same rating
plans. With the advent of rate regulation, the application and
use of these rating plans were made subject to the approval of the
Commissioner of Insurance.

In recent years, the Legislature of this Commonwealth has en-
acted statutes to permit stock insurance companies to conduct busi-
ness on a participating basis. This kind of operation is similar to
business conducted on the mutual plan. Legislation relative to the
regulation of participating dividends, however, has been lacking.

Since mutual companies may, with the approval of the Commis-
sioner, distribute their risks into groups in accordance with the
nature of the business and the degree of the liability of injury, the
public interest will be best served when stock companies operating
on the participating plan are subject to the same provisions.

Included herewith is a copy of a comprehensive bill which will
equalize the regulation of participating dividends of both stock
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and mutual insurance companies authorized to issue workmen’:
compensation insurance policies in this Commonwealth.

The enactment of the enclosed bill does not involve the expend!
ture of additional funds by the Division of Insurance.

Respectfully submitted,

Commissioner of Insurance.

*
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In the Year One Thousand Nine Hundred and Sixty-Four.

An Act further regulating insurers authorized to writ*

workmen’s compensation insurance.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to equalize the regulation of par-
-3 ticipating dividends of stock and mutual insurance companies,
4 therefore, it is hereby declared to be an emergency law, neces-
-5 sary for the immediate preservation of the public convenience.
Be it enacted by the Senate and House of Representatives in General

Court assembled, and by the authority of the same, as follows:
1 Section 53 of chapter 152 of the General Laws is hereby
2 amended by striking out the first sentence thereof and insert-
-3 ing in place thereof the following paragraphs:
4 From time to time the directors of a stock company qualified
5 under section fifty or under section one hundred and fifty of
6 chapter one hundred and seventy-five of the General Laws to
7 issue workmen’s compensation policies on a participating plan
8 may by vote fix and determine the percentage of dividend or
9 expiration return of premium to be paid on expiring or cancelled

10 policies insuring workmen’s compensation risks or to be paid
11 upon anniversary dates of policies having a term of more than
12 one year or having no expiration dates.
13 Any mutual liability insurance company authorized to do
14 business in this commonwealth, or any stock company author-
-15 ized to issue participating policies under section fifty or section
16 one hundred and fifty of chapter one hundred and seventy-five
17 of the General Laws may with the approval of the commissioner
18 of insurance distribute its risks into groups in accordance with
19 the nature of the business and the degree of the liability of in-
-20 jury and with like approval fix by and for such groups in ac-
-21 cordance with the experience of each group all dividends or

22 expiration return of premium; but all the funds of the com-
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pany both actual and contingent shall be available for the pay-
ment of any claim against the company.

23
24

As respects risks not in a group approved under paragraph
two of this section, all workmen’s compensation policies issued
by a mutual insurance company or by a stock company author-
ized to issue participating policies insuring workmen’s compen-
sation risks in this commonwealth, except those issued to as-
signed risks, shall constitute a single classification and shall
have an equal rate of dividend or expiration return of premium.

25
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28

29
30
31

The requirement as respects an equal rate of dividend or ex-
piration return of premium shall not apply to policies which be-
came effective prior to the effective date of this act nor to the
renewal of such policies on the basis on which they were pre-
viously written.

32
33
34
35
36

As respects workmen’s compensation policies insuring work-
men’s compensation risks in this commonwealth that are as-
signed risks every stock or mutual company shall constitute
such policies as a separate class of business for the purpose of
paying dividends or expiration return of premium. Any divi-
dends on policies in such class shall be declared on the profits
of the company from said class of business.
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