
SENATE .... No. 260
To accompany the petition ofKenneth J. Kelley, secretary-treasurer,

legislative agent, Massachusetts Federation of Labor, for legislation
to protect the public and employers from exorbitant workmen’s com-
pensation insurance rates. Insurance.

In the Year One Thousand Nine Hundred and Fifty.

\x Act to protect the public and employers from

EXORBITANT INSURANCE RATES

1 Whereas, The public eventually pays the cost of
2 workmen’s compensation insurance in the form of
3 increased prices for goods and services, and whereas
4 exorbitant insurance rates tax industry unduly and
5 hamper further increases in benefits to employees, and
6 whereas injured workers and their dependents (in-
-7 eluding medical treatment) should obtain at least sev-
-8 enty-five per cent of the premium dollar, and whereas
!) under the Massachusetts workman’s compensation

10 act the Massachusetts expenses should be chargeable
11 to industry and consumers for overhead, and not their
12 nation-wide expenses; therefore, acting under the
13 police powers and other powers of this common-
-14 wealth, it is hereby declared that an emergency exists,
15 and the following changes are imperative.
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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 52 of chapter 152 of the General Laws is
2 hereby amended by adding at the end thereof the
3 following paragraphs:
4 No approval shall be granted, however, until after
5 a public hearing, after at least fifteen days’ advance
6 notice to all interested parties, and the commissioner
7 of insurance can and does certify, on evidence before
8 him,that

9 (1) The premiums requested are to be used for
10 payment of reasonable and actual (o) losses and (b)
11 expenses only, with (3) a reasonable profit to be set
12 by the insurance commissioner.
13 (2) The losses shall comprise only actual payments
14 to injured workers and dependents and for actual
15 medical treatment rendered injured workers, and shall
16 exclude penalties, attorney’s fees, and medical fees for
17 testimony. Losses to be paid in the future shall be
18 figured separately and reported separately and shall
19 be allowed only to the extent that prior experience
20 over a period of five to ten years justifies such reserves.
21 Unused reserves shall not go into surplus, but shall be
22 used to reduce future rates. Unexpected payments
23 for which no reserves were made shall be considered
24 by the insurance commissioner only so far as actually
25 made and proved to him as reasonable and necessary.
26 (3) Reasonable expenses for overhead and taxes
27 shall never exceed twenty-five per cent of the gross
28 premiums, and the commissioner of insurance shall
29 exclude the following items:
30 (a) Money spent for lobbying and lobbyists
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31 (h) Acquisition charges in excess of five per cent of
32 the premiums.
33 (c) Claim investigation and adjustment in excess of
34 eight per cent.
35 (d) Accident prevention and inspection in excess of
36 two per cent.
37 (e) General administration in excess of five per cent,
38 and shall exclude all individual salaries and earnings
39 of officers, officials and employees, in excess of ten
40 thousand dollars, any part or all of which comes out
41 of workmen’s compensation premiums, unless the
42 commissioner of insurance and the industrial accident
43 board certify each such salary and earnings to he
44 necessary and equitable.
45 (/) Pay-roll audit in excess of two per cent.
46 (g) Taxes in excess of that actually paid or payable.
47 (h) In no event are any of the above items to exceed
48 the actual and reasonable expenditures made and re-
-49 quired by the Massachusetts workmen’s compensation
50 act. Separate figures are to be kept showing the cost
51 under the Massachusetts workmen’s compensation
52 act, and if less than the above maximum expenditures
53 are actually made, only the actual expenditures may
54 be charged.
55 (4) A reasonable profit shall take into consideration
56 the original investment of the stockholders, the risk
57 involved, and a fair return on the investment. No
58 profit shall be figured until the industrial accident
59 board and the insurance commissioner shall have certi-
-60 fied that the salaries and earnings given officers and
61 employees receiving over ten thousand dollars an-
-62 nually, any part or all of which comes out of workmen’s
63 compensation premiums, are necessary and equitable.




