
H O U S E .......................... No. 1329
By Mr. Walsh of Agawam, petition of Theodore D. Mann, Michael 

P Walsh, other members of the General Court and another for leg
islation to authorize governmental units to participate in property and 
casualty insurance coverage. Insurance.

je Commontoealtfc of 4Hag*aciju*ett£

In the Year One Thousand Nine Hundred and Eighty-Six.

An Act furth er  a u t h o r iz in g  a g r e e m e n t s  a m o n g  g o v e r n m e n 
tal UNITS.

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

1 SECTION 1. Section 4A of Chapter 40 of the General Laws,
2 as amended by Chapter 24 of the Acts of 1982, is hereby amended
3 by adding after the second paragraph the following: —
4 Two or more governmental units may participate in an organ-
5 ization in which the governmental units are members, and agree
6 to effect such property and casualty insurance coverage as the
7 governmental unit may otherwise purchase by itself.
8 A self-insurance group that is issued a certificate of approval
9 by the commissioner shall not be deemed to be insurers or insur-
10 ance companies and shall not be subject to the provisions of the
11 insurance laws and regulations of this Commonwealth except as
12 otherwise provided herein.

1 SECTION 2. Definitions.
2 A. “Administrator” means an individual, partnership, corpo-
3 ration, or unincorporated association engaged by a public
4 employer self-insurance group’s board of trustees to carry out the
5 policies established by the group’s board of trustees and to provide
6 day to day management of the group.
7 B. “Commissioner” means the Commissioner of Insurance.”
8 C. “Insolvent” or “Insolvency” means the inability of a public
9 employer self-insurance group to pay its outstanding lawful obli-
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0 Scions as they mature in the regular course of business, as may
11 ,be^ 0Wn either by an excess of its required reserves and other 

liabilities over its assets or by its not having sufficient assets to 
reinsure all of its outstanding liabilities after paying all accrued 
claims owed by it.

D. “Public employers self-insurance group” or “group” means 
a not-for-profit association consisting of five or more employers 
all of whom are public entities, who enter into agreements to pool 
their liabilities for property and casualty benefits.

SECTION 3. Authority to Act as a Self-Insurance Group.
No person, association or other entity shall act as a public 

employer self-insurance group unless it has been issued a cer
tificate of approval by the commissioner.

SECTION 4. Qualifications for Initial Approval and Con
tinued Authority to Act As A Public Employers Self-Insurance 
Group.

A. A proposed public employer self-insurance group shall file 
with the commissioner its application for a certificate of approval 
accompanied by a non-refundable filing fee in the amout of 
$100.00. The application shall include the group’s name, location 
ot its principal office, date of organization, name and address of 
each member, and such other information as the commissioner

10 may reasonably require, together with the following:
11 1. A copy of the articles of association, if any.
12 2. A copy of the bylaws of the proposed group.
13 3. A copy of the agreement between the group and each member
14 securing the payment of benefits, which shall include provision
15 for payment of assessments as provided for in Section 14.
16 4- Designation of the initial board of trustees and administrator.

5. The address in this state where the books and records of the
18 group will be maintained at all times.
19 6. A pro forma financial statement on a form acceptable to the
20 commissioner showing the financial ability of the group to pay
21 the obligations of its members.

7. A documented agreement by each member to the group that 
23 at least 33% of that member’s estimated annual net premium is
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24 payable the initial day of coverage afforded by the group;
25 A confirmation of any required reinsurance by a recognized
26 carrier in an amount acceptable to the commissioner of insurance;
27 B- To obtain and to maintain its certificate of approval a public
28 employer self-insurance group shall comply with the following
29 requirements as well as any other requirements established by law
30 or regulation:
31 1. Specific and aggregate excess insurance in a form, in an
32 amount, and by an insurance company acceptable to the commis-
33 sioner. The commissioner may establish minimum requirements

 ̂ 34 for the amount of specific and aggregate excess insurance based
35 on differences among groups in their size, types of local
36 government services provided by members of the group, years in
37 existence and other relevant factors.
38 2. An estimated annual standard premium of at least $250,000
39 during a group’s first year of operation.
40 3. A fidelity bond for the administrator in a form and amount
41 prescribed by the Commissioner of Insurance.
42 C. A group shall notify the commissioner of any change in the
43 information required to be filed under Subsection A. of this

} 44 Section or in the manner of its compliance with Subsection B.
45 of this Section no later than 30 days after such change.
46 D. The commissioner shall act upon a completed application
47 for a certificate of approval with in 90 days.
48 E. The commissioner shall issue to the group a certificate of
49 approval upon finding that the proposed group has met all
50 requirements or the commissioner shall issue an order refusing
51 such certificate setting forth reasons for such refusal upon finding
52 that the proposed group does not meet all requirements.

I 53 Upon refusal, the Commissioner shall hold a hearing within 30
54 days after said refusal, upon notice requesting such hearing by
55 applicant within 10 days of said refusal.

0  56 Each public employer self-insurance group shall be deemed
57 to have appointed the commissioner as its attorney to receive
58 service of legal process issued against it in this state. The
59 appointment shall be irrevocable, shall bind any successor in
60 interest, and shall remain in effect as long as there is in this state
61 any obligation or liability of the group for benefits.
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1 SECTION 5. Certificate of approval, Termination.
A. The certificate of approval issued by the commissioner to

3 a public employer self-insurance group authorizes the group to
4 provide insurance coverage. The certificate of approval remains
5 in effect until terminated at the request of the group or revoked
6 by the commissioner pursuant to provisions of Section 16 of this
7 Act.
8 B. The commissioner shall not grant the request of any group
9 to terminate its certificate of approval unless the group has insured ^

10 or reinsured all incurred obligations with an authorized insurer
11 under an agreement filed with and approved in writing by the com-
12 missioner. Such obligation shall include both known claims and
13 expenses associated therewith and claims incurred but not
14 reported and expenses associated therewith.
15 Subject to the approval of the commissioner, a group may
16 merge with another public employer self-insurance group only if
17 the resulting group assumes in full all obligations of the merging
18 groups. The commissioner may hold a hearing on the merger and
19 shall do so if any party, including a member of either group, so
20 requests.

I
1 SECTION 6. Examinations.
2 The commissioner may examine the affairs, transactions,
3 accounts, records and assets of each group as often as the com-
4 missioner deems advisable.

1 SECTION 7. Board of Trustees: Membership, Powers, Duties,
2 and Prohibitions.
3 Each public employer self-insurance group shall be operated by
4 a board of trustees which shall consist of not less than three (
5 persons who are elected officials or employees of public entities
6 within this state. The board of trustees of each group shall ensure
7 that all claims are paid promptly and take all necessary precau-
8 tions to safeguard the assets of the group, including all of the *
9 following:

10 A. The board of trustees shall:
11 I. Maintain responsibility for all monies collected or disbursed
12 from the group and segregate all monies in a claims fund account
13 and an administrative fund account. Net premiums shall be placed
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14 into a designated depository for the sole purpose of paying claims,
15 allocated claims expenses, reinsurance or excess insurance, and
16 special fund contributions. This shall be called the claims fund
17 account. The remaining net premium after any payments for rein-
18 surance or excess insurance shall be placed in a designated
19 depository for the payment of taxes, general regulatory fees and
20 assessments and administrative costs. This shall be called the
21 administrative fund account.
22 2. Maintain minutes of its meetings and make such minutes
23 available to the commissioner.
24 3. Designate an administrator to carry out the policies
25 established by the board of trustees and to provide day to day
26 management of the group and delineate in the written minutes
27 of its meetings the areas of authority it delegates to the
28 administrator.
29 4. Funds not needed for current obligations may be invested
30 by the board of trustees in accordance with Section 54 of Chapter
31 44.
32 5. Retain an independent certified public accountant to prepare
33 the statement of financial conditions required by Subsection A.
34 of Section 10.
35 B. The board of trustees shall not borrow any monies from the
36 group or in the name of the group except in the ordinary course
37 of business, without first advising the commissioner of the nature
38 and purpose of the loan and obtaining prior approval from the
39 commissioner.

1 SECTION 8. Group membership; Temrination; Liability.
2 A. A public employer joining a public employer’s self-insurance
3 group after the group has been issued a certificate of approval
4 shall submit an application for membership to the board of
5 trustees or its adminstrator. Membership takes effect no earlier
6 than each member’s date of approval. The application for mem-
7 bership and its approval shall be maintained as permanent records
8 of the board of trustees.
9 B. Individual members of a group shall be subject to cancel-
10 lation by the group pursuant to the bylaws of the group. In
11 addition, individual members may elect to terminate their partici-
12 Pation in the group. The group shall notify the commissioner of
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13 the termination or cancellation of a member within 10 days and
14 shall maintain coverage of each cancelled or terminated member
15 for 30 days after such notice, at the terminating member’s expense,
16 unless the group is notified sooner by the insurance department
17 that the cancelled or terminated member has insurance, has
18 become self-insurer, or has become a member of another public
19 employer self-insurance group.
20 C. The agreement between the group and the member shall
21 specify the terms and conditions of payment of benefits for each
22 member’s incurred liabilities during its period of membership.
23 D. A group member is not relieved of its liabilities incurred
24 during its period of membership except through payment by the
25 group or the member or a combination thereof. Payment of benefits
26 by the group to the member shall be limited to the terms specified
27 in the agreement between the group and the member.

1 SECTION 9. Licensing of Agent.
2 Except for the trustees, officers, directors or salaried employees
3 of a group or its administrator, any person soliciting membership
4 in a property and casualty self-insurance group must be a licensed
5 agent as provided by Section 63 of Chapter 175.

1 SECTION 10. Financial statements and Other Reports.
2 A. Each group shall submit to the commissioner of insurance
3 thirty (30) days before the end of its policy year a performance
4 report estimating total outstanding liability, including incurred
5 but not reported claims, for that policy year.
6 B. Each group shall submit to the commissioner a statement
7 of financial condition audited by an independent certified public
8 accountant on or before the last day of the sixth month following
9 'the end of the group’s fiscal year. The financial statement shall

10 be on a form prescribed by the commissioner and shall include,
11 but not be limited to, actuarially appropriate reserves for (1)
12 known claims and expenses associated therewith, (2) claims
13 incurred but not reported and expenses associated therewith, (3)
14 unearned premiums and (4) bad debts, which reserves shall be
15 shown as liabilities.
16 C. The commissioner may prescribe a uniform financial
17 reporting system for all public employer self-insurance groups to
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|g ensure the accurate and complete reporting of groups’ financial 
19 information.
?0 D. The commissioner may prescribe the format and frequency 
2 | of other reports which may include, but shall not be limited to,
22 payroll audit reports, summary loss reports, and quarterly finan-
23 cial statements.

1 SECTION 11. Rates and Reporting of Rates.
2 A. A group shall file with the commissioner its rating plan.
3 B. Each group shall be audited at least annually by an auditor
4 acceptable to the commissioner to verify proper rating. A report
5 of the audit shall be filed with the commissioner in a form pre-
6 scribed by the commissioner. A group or any member thereof may
7 request a hearing on any objections to the rating. If the
8 commissioner determines that as a result of an improper rating
9 a member’s premium contribution is insufficient, he shall order
10 the group to assess that member an amount equal to the defi-
11 ciency. If the commissioner determines that as a result of the
12 improper rating a member’s premium is excessive, he shall order
13 the group to refund to the member the excess collected. The audit
14 shall be at the expense of the group.

1 SECTION 12. Refund.
2 A. Any monies for a fund year in excess of the amount necessary
3 to fund all obligations, including reserves for claims and reserves
4 for incurred but not reported claims for that fund year may be
5 declared to be refundable by the board of trustees not less than
6 6 months after the end of the fund year.
7 B. Each member shall be given a written description of the
8 refund plan at the time of application for membership. A refund
9 for any fund year shall be paid only to those employers who
10 remain participants in the group for the entire fund year.

 ̂ 1 SECTION 13. Premium Payment; Reserves.
2 A. Each group shall establish to the satisfaction of the Com-
3 missioner a premium payment plan in which at least 33 percent
4 of each members estimated net annual premium is payable at the
5 start of the groups fund year and payment of the balance of each 

•  ̂ mentber’s annual premium is payable within the first nine (9)
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7 months of that fund year in monthly or quarterly installments.
8 B. Each group shall establish and maintain actuarially appro-
9 priate loss reserves which shall include reserves for (1) known

10 claims and expenses associated therewith and (2) claim incurred
11 but not reported and expenses assoicted therewith.

1 SECTION 14. Deficits and Insolvencies.
2 A. If the assets of a group are at any time insufficient to enable
3 the group to discharge its legal liabilities and other obligations
4 and to maintain the reserves required of it under this Act, it shall
5 forthwith make up the deficiency or levy an assessment upon its
6 members for the amount needed to make up the deficiency.
7 B. In the event of a deficiency in any fund year, such deficiency
8 shall be made up immediately, either from (a) administrative
9 funds, (b) assessment of the membership, if ordered by the group

10 or, (c) such alternate method as the commissioner may approve
11 or direct.
12 C. If the group fails to assess its members or to otherwise make
13 up such deficit within 90 days the commissioner shall order it to
14 do so.
15 D. If the group fails to make the required assessment of its
16 members within 90 days after the commissioner orders it to do
17 so, or if the deficiency is not fully made up within 120 days after
18 the date on which such assessment is made, or within such longer
19 perod of time as may be specified by the commissioner, the group
20 shall be deemed to be insolvent.
21 E. The commissioner shall proceed against an insolvent group
22 in the same manner as the commissioner would proceed against
23 an insolvent domestic insurer in this state as prescribed in Section
24 6, Chap. 173). The commissioner shall have the same powers and
25 limitations in such proceedings as are provided under those laws,
26 except as otherwise provided in this Act.

1 SECTION 15. Cease and Desist Orders.
2 After notice and opportunity for a hearing, the commissioner
3 may issue an order requiring a person or public employer self-
4 insurance group to cease and desist from engaging in an act or
5 practice found to be in volation of any provision of this Act or
6 of any rules or regulations promulgated thereunder.
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1 SECTION 16. Revocation of Certificate of Approval.
2 A. After notice and opportunity for a hearing, the commissioner
3 may revoke a public employer self-insurance group’s certificate
4 of approval if it (1) is found to be insolvent, (2) fails to pay any
5 regulatory fee or assessment, inposed upon it, or (3) fails to comply
6 with any of the provisions of this Act, with any rules promulgated
7 thereunder, or with any lawful order of the commissioner within 
g the time prescribed. In addition, the commissioner may revoke
9 a group certificate of approval if, after notice and opportunity for
10 hearing, the commissioner finds that (a) any certificate of approval 
]| that was issued to a group was obtained by fraud; (b) there was
12 a material misrepresentation in the application for the certificate
13 of approval; or (c) the group or its administrator has misappro-
14 priated converted, illegally withheld, or refused to pay over upon
15 proper demand any monies that belong to a member, an employee
16 of a member, or a person otherwise entitled thereto and that have
17 been entrusted to the group or its administrator in its fiduciary
18 capacities.
19 B. Any ruling, order or decision of the Commissioner under
20 authority of this section shall be subject to review by appeal to
21 the superior court department of the trial court of Suffolk County
22 at the instance of any party in interest, which appeal shall be on
23 the basis of the record of the proceeding before the Commissioner.
24 Said court shall have jurisdiction to modify, amend, annul, review,
25 or affirm such action, order, finding or decision, shall review all
26 questions of fact and of law involved therein, and may make any
27 other appropriate order or decree. Said court shall determine
28 whether the filing of the appeal shall operate as a stay of any such
29 order or decision of the Commissioner.




