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State Employees’ Group Insurance Commission.

To the Honorable Senate and House of Representatives.

In compliance with General Laws, chapter 30, sections 33 and
33A, as amended, we have the honor to submit herewith such por-
tions of the annual report as embody recommendations for legisla-
tion, accompanied by drafts of proposed measures to cover such
recommendations as require the enactment of legislation.

Respectfully submitted,

STATE EMPLOYEES’
GROUP INSURANCE COMMISSION,

By

Executive Secretary.
William A. Burke

Cfte Commontoealtf) of Qfjassac&usetts
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In conformity with General Laws, chapter 30, sections 33 and
33A, the following recommendations for legislative action are re-
spectfully submitted to the General Court.

1. An Act extending Group General or Blanket Insurance
to the Surviving Spouse and Dependents of Active and
Retired Employees insured under the State Insurance
Plan without Premium Contribution by the Common-
wealth.

With the passage of chapter 386 of the acts of 1960 the surviving
pouse of a retired employee may retain the hospital-surgical-
medical benefits of the State Insurance Plan; provided, the survivor
is willing to make payment of the full premium cost with no contri-
bution by the Commonwealth. Membership in the Plan continues
until the surviving spouse remarries or dies. It is to be noted tl
the surviving spouse would not be insured for the life insurance por-
tion of the Plan since the status of the surviving spouse is not that of
an employee. The advantage to the surviving spouse and depend-
Nts, if any, are reflected in the premium cost. The premium cost

would be the group rate as contrasted with the higher individual
rate for benefits obtainable through the purchase of hospital insur
ance from any of the writing companies. Further, in the event the
urviving spouse had dependent children under age 19, or students
age 19 or over, the benefits held by the surviving spouse would be
the same for these dependent

Phe legislation proposed herewith would extend these same bene
fits to the surviving spouse of an active employee insured under the
State Insurance Plan. The requirement for payment of full premium
until the surviving spouse remarries or dies would also be the same
as those established under chapter 386 of the acts of 1960. It is
believed that the surviving spouse of an active employee is in the
;ame relative position of need for health insurance benefits as the

surviving spouse of a retired employee and this proposed legislation
is designed to resolve the present inequity.

RECOMMENDATIONS.
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2. An Act authorizing the Distribution of Certain Dividends
or Other Refunds received by tee State Employees’
Group Insurance Commission, to the Commonwealth,
Certain Political Subdivisions and to Employees insured
under the State Insurance Plan and the Optional In-
surance Plan through the Creation of a Trust Fund
and the Establishment of and Supervision by an Invest-
ment Committee.

Section 9 of chapter 32A of the General Laws requires that all
dividends, other refunds or rate credits shall inure to the benefit of
the Commonwealth. This chapter also requires the employees to
pay 50 per cent of the insurance premium and the Commonwealth

ances where employees are
ith no contribution by the

to pay 50 per cent except in certai
required to pay the full premium c
Commonwealth. The administrative cost of operating the program
is borne exclusively bv the Commonwealth.

The Commonwealth, however, receives premium reimbursements
from federal and other non-state funds which serve to reduce the
Commonwealth’s net premium cost. This fact, together with the
full dividend, if any, inuring to the Commonwealth has resulted in
the employees’ share exceeding the aforementioned 50 pei cent
contribution. For the fiscal year ending June 30, 1960, excluding
the administrative cost, the Commonwealth’s share of the premium
paid was only 43 per cent while the employees’ share equalled
57 per cent.

The passage of chapter 389 of the acts of 1960, known as the
Employees’ Optional Life Insurance Plan, requires the employees to
pay 100 per cent of the premium with no contribution by the Com-
monwealth to the premium cost. Yet, all dividends, other refunds
or rate credits under the present law will inure to the exclusive
benefit of the Commonwealth. This is considered inequitable and
calls for a reasonable allocation of dividend receipts. It is significant

note that dividends are not guaranteed and therefore it cannot be
assumed that each year’s activity will result in a dividend. The
legislation proposed herewith is designed to allocate that share of
the dividend which is applicable to the employees’ contribution
after deducting the Commonwealth’s administrative cost, to a trust

, fund, supervised by a qualified investment committee, to which
will be credited all monies held for the benefit of the insured em-
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Insurance Commission would have power to
manner and means by which this fund would
to best serve the interest of the insured em-

ployees. The Group
determine the specific
be expended in order
ployees.

this legislation properly recognizes the con-It is believed that
tributions made by both the Commonwealth and the employees and
will allocate to each their respective share of the returns, if any.


