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By Mr. Gallagher of Boston, petition of Thomas M. Gallagher and
Barbara Hildt for legislation to restrict workers’compensation cover-
age to a state insurance fund. Commerce and Labor.

tEfje Commontoealtf) of jWa*Sat(ju«ctta

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

An Act to restrict workers’ compensation coverage to a state

INSURANCE FUND.

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

1 SECTION I. Section I of chapter 152 of the General Laws is
2 hereby amended by striking subsection 7 and inserting in place
3 thereof the following subsection;
4 (7) “Insurer”, the state industrial insurance system and, wherever
5 applicable, a self-insurer, the commonwealth and any county, city,
6 town ordistrict which has accepted the provisions of section sixty-
-7 nine of this chapter.

1 SECTION IA. Section 25A of said chapter 152 is hereby
2 amended by striking clause lof the first paragraph and inserting
3 in place thereof the following clause:
4 (I) By insurance with the state industrial insurance system, or

1 SECTION 2. Section fifty-two of said chapter one hundred
2 fifty-two is hereby repealed.

1 SECTION 3. Sections fifty-two C through fifty-two G, inclu-
-2 sive, of said chapter one hundred fifty-two are hereby repealed.

SECTION 4. Section fifty-three of said chapter one hundred
2 lifty-two is hereby repealed.

SECTION 5. Sections fifty-six through sixty-two, inclusive, of
2 said chapter one hundred fifty-two are hereby repealed.
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1 SECTION 6. Said chapter 152 is hereby further amended by
2 striking section 63 and inserting in place thereof the following
3 section;
4 Section 63. The manager of the state industrial insurance sys-
-5 tern shall, at the request of the division, furnish it in writing any
6 information required in connection with the administration by
7 said division of this chapter, including any statistics and the names
g of all employers insured by them. Notice of issuance of a policy of
9 insurance insuring employers under this chapter shall be given to

10 the division of industrial accidents by said manager within ten days
1 I after the date of issuance thereof. No further notice need be filed in
12 case such insurance is renewed, extended, or otherwise continued
13 by such company. Such insurance shall not be cancelled or shall
14 not be otherwise terminated until ten days after written notice of
15 such cancellation or termination is given to the division or until a
16 notice had been received by said division that the employer has
17 insured the payment of compensation provide by this chapter
18 through obtaining a license as a self-insurer pursuant to section
19 twenty-five A.

1 SECTION 7. Said chapter 152 is hereby further amended by
2 striking section 64 and inserting in place thereof the following
3 section;
4 Section 64. The manager of the state industrial insurance sys-
-5 tern shall make and enforce reasonable rules and regulations for
6 the prevention of injuries on the premises of insured persons, and
7 for this purpose inspectors of the state industrial insurance system
8 shall have free access to all such premises during regular working
9 hours. Insured persons or employees thereof aggrieved by such

10 rules and regulations may petition the department of labor and
I 1 industries for a review, and it may affirm, amend or annul the rule
12 or regulation.

1 SECTIONS. Section 65 of said chapter 152 is hereby amended
2 by striking the second paragraph and inserting in place thereof the
3 following paragraph:
4 As soon as practicable after June thirtieth of any year in which
5 payments made from the fund established by this section exceed
6 deposits therein, the chairman of the industrial accident board
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shall assess upon and collect from the state industrial insurance
system and each self-insurer a sum equal to that proportion of the
excess of disbursements over receipts during such year which
the total compensation payments of the state industrial! insurance
system or such self-insurer bore to the total compensation pay-
ments made by all insurers during such year.

7
8
9

10
11
12

SECTION 9. Said chapter 152 is hereby amended by inserting
after section 75 the following new sections:# 2

3 Section 76. 1. The state industrial insurance system is hereby
established as an independent actuarially funded system for the
purpose of insuring employers against liability for injuries and
occupational diseases for which their employees may be entitled to
benefits under this chapter.

4
5
6
7

2. The system is a public agency which administers and is
supported by the state insurance fund. The executive and legisla-
tive departments of the state government shall regularly review
the system.

8
9
10
11

3. The system is entitled to use any services provided to state
agencies, and must use the services of the state purchasing agent
division. The system is not required to use any other service.
Except as otherwise provided for specified positions, its employees
are in the classified service of the state, subject to the provisions of
chapter thirty-one.

12
13
14
15
16
17

4. The official correspondence and records, other than the files
of individual claimants and policyholders, and the minutes and
books of the system are public records and must be available for
public inspection pursuant to the provisions of section ten of
chapter sixty-six.

18
19
20
21
V

23 Section 77. The system shall be governed by a board of directors
which shall consist of seven members appointed by the governor.
Two members of the board shall be representatives of labor, two
members shall be representatives of policyholders of the system,
one member shall be the commissioner of insurance, one member
shall be knowledgeable and experienced in insurance, and one
member shall be knowledgeable and experienced in investment
management. Two members shall be appointed for an initial term
of two years, two members shall be appointed for an initial term of
three years, and two members shall be appointed for a term of four

24
25
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J27

28
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33 years. All subsequent appointments shall be for four years. Any
34 member shall be eligible for reappointment. Any member may be
35 removed from his appointment by the governor for cause. Any
36 person appointed to fill a vacancy in the office of member of the
37 board shall serve for only the unexpired term of such member and
38 shall possess the same general qualifications as required of his
39 predecessor.
40 Section 78. 1. When absent from home attending to their
41 duties, the members of the board are entitled to receive theiractual
42 and necessary traveling expenses and other expenses within the
43 limit fixed for state officers and employees.
44 2. Fees and reimbursement for expenses must be paid from the
45 state industrial insurance fund.
46 3. The board shall annually elect a chairman and vice chairman.
47 4. The board may adopt by-laws as it deems proper for the
48 conduct of its business.
49 5. The board shall meet at least eight times annually. Board
50 meetings may be called at any time by the chairman of the board,
51 the manager of the system or a majority of the board.
52 6. There is no liability in a private capacity on the part of the
53 board or any member thereof.
54 Section 79. I. The board shall appoint a manager, who shall
55 serve at the pleasure of the board.
56 2. Approve annual and biennial budgets of the system.
57 3. Approve investment policies of the system.
58 4. Approve the appointment of investment counselors and
59 custodians of investments.
60 5. Approve the designation of banks as collection depositories.
61 6. Approve the appointment of an independent actuary and
62 arrange for an annual actuarial valuation and report of the sound-
-63 ness of the system as prepared by the independent actuary.
64 7. Appoint an independent certified accountant who shall
65 provide an annual audit of the system and report to the board.
66 8. Before each legislative session, report to the governor and the
67 legislature on the operation of the system and any recommenda-
-68 tion for legislation which the board deems appropriate.
69 9. On its own initiative or at the request of the manager, review
70 any matter related to the operation of the system and make such
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advisory recommendations to the manager as the board deems
appropriate.

71
72

Section 80. I. The board shall appoint a manager to be in
charge of the operation of the system.

73
74

2. The manager is the chief executive officer of the system and is
responsible for all duties of the system except for those duties
specified by statute for the board.

75
76
77

3. The manager shall serve at the pleasure of the board.78
V 79 4. The manager must;

(a) Be a graduate of a 4-year college or university with a degree
in business administration or public administration or equivalent
degree; and

80
XI
82

(b) Possess at least 5 years’experience in a high level adminis-
trative or executive capacity, with responsibility for a variety of
administrative functions such as retirement, insurance, investment
or fiscal operations.

83
M
85
H 6

(5) Before undertaking the duties of the office, the manager
shall qualify by giving an official bond in an amount and with
sureties approved by the board. The manager shall file the bond
with the secretary of state. The premium for the bond must be paid
by the system.

87
88
89
90
91

Section 81. I. The manager shall select assistant managers
whose appointments are effective upon confirmation by the board.

92
93

2. The assistant managers shall serve at the pleasure of the
manager.

94
95

3. The assistant managers must be graduates of a 4-year college
or university with a degree in business administration or public
administration or an equivalent degree.

96
97
98

4. The managerand assistant managers shall not be in the state
civil service system and shall not be subject to the provisions of
chapter thirty-one. The manager and assistant managers shall
receive annual salaries fixed by the board.

99
100
101
102

-103
*O4 Section 82. The manager and assistant managers shall not

pursue any other business or occupation or perform the duties of
any other oltice of profit unless on leave approved in advance. The
manager and assistant managers shall not participate in any busi-
ness enterprise or investment in real or personal property if the
system owns or has a direct financial interest in that enterprise
or property.

105
106
107
108
109
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Section 83. Subject to the limitations of this chapter and the
budget prescribed by the board, the system must be administered
by the manager, assistant managers, and a staff appointed by the
manager. The manager:

110
111
1 12
113

I. Subject to the authority of the board, has full power, author-
ity and jurisdiction over the system.

I 14
I 15

2. May perform all acts necessary or convenient in the exercise
of any power, authority or jurisdiction over the system, either in
the administration of the system or in connection with the insur-
ance business to be carried on by the system under the provisions
of this chapter, including the establishment of premium rates.

I 16
117
I 18
I 19
120

3. May appoint in the unclassified service of the state no more
than five persons, engaged in management, who report directly to
the manager or an assistant manager. The board shall designate
these positions, and may not change them without the approval of
the advisory personnel commission. These persons are entitled to
receive annual salaries fixed by the board.

121
122
123
124
125
126
127 Section 84. The system may:
128 1. Use its assets to pay medical expenses, rehabilitation expenses,

compensation due claimants of insured employers, and to pay
salaries, administrative and other expenses.

129
130
131 2. Rent, lease, buy or sell property in its own name, and con-

struct and repair buildings as necessary to provide facilities for its
operations.

132
133

3. Sue and be sued in its own name.134
4. Enter into contracts relating to the administration of the

system.
135
136

5. Contract with physicians, surgeons, hospitals, and rehabili-
tation facilities for medical, surgical, and rehabilitative evaluation,
treatment, care and nursing of injured persons entitled to benefits
from the system.

! 37
138
139
140

6. Contract for the services of experts and other specialists as
required by the system.

141
142

7. Provide for safety inspections and furnish advisory services
to policyholders on measures to promote safety and health.

143
144

8. Act in collecting and disbursing money necessary to admin-
ister and conduct the business of the system.

145
146

9. Adopt regulations relating to the conduct of the business of
the system.

147
148
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149 10. Hire personnel to accomplish its purposes and operations.
150 11. Fix the salaries of all persons employed in the classified
151 service for purposes of administering the system in accordance
152 with the provisions of chapter 31. No classifed employee on the
153 staff of the system may be removed in a manner contrary to

154 the provisions of chapter 31.
155 12. Establish premiums and rates to be paid by employers for
156 insurance against liability for workmen’s compensation, pursuant
[37 to the provisions of sections 87 to 91, inclusive.

158 13. Perform all the functions which arc necessary or appro-
159 priate to carry out the administration of section through of

161 Section 85. The system may:
162 I. Insure an employer against liability for workers’ compensa-
163 tion and other liability that the employer may have because of
164 bodily injury or occupational disease to his employee arising out of
165 and in the course of employment, to the same degree as any other
166 insurer;
167 2. Furnish advice, services and excess insurance for workers’
168 compensation; and
169 3. Reinsure any risk or any part thereof.
170 Section 86. The money and assets held in trust by the system
171 include:
172 I. All premiums and other money paid to the system;
173 2. All property and securities acquired through the use of
174 money in the state insurance fund; and
175 3. All interest and dividends earned upon money in the state
176 insurance fund and deposited or invested as provided in this

178 Section 87. I. In addition to the authority given the manager
179 to determine and fix premium rates of employers as provided in
180 sections 89 to 91, inclusive, the manager;

«1 (a) Shall apply that form of rating system which, in his judg-
-2 ment, is best calculated to rate individually the risk more equitably.

183 predicated upon the basis of the employer’s individual experience;
184 (b) Shall adopt equitable regulations controlling the rating
185 system, which regulations, however, must conserve to each risk the
186 basic principles of industrial insurance; and
187 (c) May subscribe to a rating service ofany rating organization
188 for casualty, fidelity and surety insurance rating.

160 this chapter.

177 chapter.
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189 2. The rating system or any rating by a rating organization
pursuant to this section is subject to the limitation that the amount
ofany increase or reduction of premium rate or additional charge
or rebate of premium contributions must be in the discretion of
the manager.

190
191
192
193

3. The rating system provided by this section is subject to the
following further limitations;

194
195

(a) All studies conducted by the manager for the purpose of
determining the adequacy of rate levels and the equity of rates
among classifications must be conducted in the presence of an
actuary designated by the commissioner of insurance.

196
197
198
199

(b) No increase or reduction of premium rate or additional
charge or rebate of premium contributions may become effective
for 30 days after adoption by the manager. Upon the adoption of
any increase or reduction of premium rate or additional charge or
rebate of premium contributions provided by this section the
manager must file therevised rates with the commissioner and give
written notice thereof to the employer affected by such rate change,
charge or rebate.

200
201
202
203
204
205
206
207

(c) The commissioner must grant the employer a hearing, if the
employer requests it, before the effective date of the rate change.
At the hearing consideration must be given to the objections as
made by the parties appearing, and all matters in dispute must be
resolved after such hearing by the commissioner in a manner
which will not unjustly affect the objecting party or the state insur-
ance fund. Following the hearing, the manager shall make such
adjustments in rates as are ordered by the commissioner. The
objective to be accomplished is to prescribe and collect only such
premiums as may be necessary to pay the obligations created by
this chapter, administrative expenses, and to carry such reason-
able reserves as may be prescribed by law or may be deemed nec-
essary to meet such contingencies as may be reasonably expected.

208
209
210
211
212
213
214
215
216
217
218
219
220

4. Subsections 2 and 3 of this section do not apply to rating
plans made by voluntary agreement between the manager and
employer which increases or reduces premium contributions for
the employer. The voluntary rating plans may be retrospective in
nature. A voluntary rating plan must be in writing and signed by
both (he manager and the employer.

221
222
223
224
225
226
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Section 88. Except for self-insured employers, all employers
becoming contributors to the state insurance fund must be placed
in a separate class, the premium rates of which must be sufficient to
provide an adequate fund for the payment of the proportionate
administrative expense and compensation on account of injuries
and death of employees of this class.

227
228
229
230
231
232

Section 89. 1. Except for a self-insured employer, every em-
ployer within, and those electing to be governed by, the provisions
of this chapter, with the exception of the state, counties, municipal
corporations, cities, and school districts, shall pay to the state
insurance fund, premiums in the form of an advance deposit as
fixed by order of the manager.

233
234

I' 5
236
237
238

2. Every employer within or electing to be governed by the
provisions of this chapter who enters into business or resumes
operations shall, before commencing or resuming operations,
notify the manager of such fact, accompanying the notification
with an estimate of his monthly payroll, and pay the premium on
the payroll for the first 2 months of operations.

239
240
241
242
243
244

3. The system may accept as a substitute for payment of pre-
miums either a bond or pledge of assets. The amount and suffi-
ciency of security required, other thancash, must be determined by
the manager but must not be of a value less than the amount of
cash required by this section.

245
246
247
248
249

4. The system shall accept as a substitute for cash payment of
premiums as required in this section a savings certificate or a time
deposit certificate issued by a bank or savings and loanassociation
which indicates an amount at least equal to, but must not be
required to be more than, the next integral multiple of $ 100 above
the cash which would otherwise be required by this section and must
state that such amount is unavailable for withdrawal except by
direct and sole order of the manager. Interest earned on the deposit
accrues to the account of the employer.

250
251
252
253
254
255
256
257
258

£.59"260 Section 90. I. Except for a self-insured employer, every em-
ployer within, and those electing to be governed by, the provisions
of this chapter, shall, on or before the 25th day of each month,
furnish the system with a true and accurate payroll showing:

261
262
263 (a) The total amount paid to employees for services performed

during the month; and264
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265 (b) A segregation ofemployment in accordance with the require-
-266 ments of the system, together with the premium thereon.
267 2. In determining the total amount paid to employees by each
268 employer for services performed during a year, the maximum
269 amount paid by each employer to any one employee during the year
270 shall be deemed to be $24,000.
271 3. Any employer by agreement in writing with the manager may
272 arrange for the payment of premiums in advance for a period of
273 more than 60 days.
274 4. Failure on the part of any such employer to comply with the
275 provisions of this section and section 89 operates as a rejection of
276 this chapter, effective at the expiration of the period covered by his
277 estimate. The manager shall notify the administrator of each such
278 rejection.
279 5. If an audit of the accounts or actual payroll of an employer
280 shows the actual premium earned exceeds the estimated advance
281 premium paid, the manager may require the payment of a sum
282 sufficient to cover the deficit, together with such amount as in his
283 judgment constitutes an adequate advance premium for the period
284 covered by the estimate.
285 6. The manager shall notify any employer or his representative
286 by first class mail of any failure on his part to comply with the
287 foregoing provisions. The notice or its omission does not modify or
288 waive the requirements or effective rejection of this chapter as
289 otherwise provided in this chapter.
290 Section 91. I. The system shall collect a premium upon the
291 total payroll of every employer within the provisions of this chap-
-292 ter, except as otherwise provided, in such a percentage as the
293 manager shall fix by order for accident benefits.
294 2. Every employer paying this premium is relieved from turnish-
-295 ing accident benefits, and the accident benefits must be provided by
296 the system.
297 3. The system is liable for compensation awarded to employees
298 of employers insured by the system, including indemnity, medical,

299 and rehabilitation payments provided for under this chapter.
300 Section 92. 1. All premiums, contributions, penalties, bonds,
301 securities and all other properties received, collected or acquired by
302 the system pursuant to the terms of this chapter must:
303 (a) Be credited on the records of the system to the state insurance
304 fund.
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(b) Constitute, for the purpose of custody thereof, the state
insurance fund, which must be held by the manager as custodian
thereof for the benefit ofemployees and their dependents within the
provisions of this chapter. The manager is liable on his official bond
for the faithful performance of his custodial duty.

305
306
307
308
309

2. The manager shall deliver from the state insurance fund to the
custody of the state treasurer such money as is deemed by the
system necessary to maintain an adequate balance in the state
insurance fund deposit account, which is hereby created for the
transaction of the ordinary business and functions of the system,
including compensation.

310
311
312

314
315

Section 93. 1. All disbursements from the state insurance fund
must be paid by the state treasurer upon warrants or vouchers
of the system authorized and executed by the manager. The state
treasurer is liable on his official bond for the faithful performance
ofhis duty as custodian of the state insurance fund deposit account.
The Commonwealth of Massachusetts is not liable for the payment
of any compensation or any salaries or expenses in the administra-
tion of this chapter, except from the state insurance fund deposit
account, but is responsible for the safety and preservation of the
state insurance fund.

316
317
318
319
320
321
322
323
324
325

2. A sum of $200,000 in the aggregate may be regularly main-
tained on deposit by the system in all the collection depositary
banks. An account kept currently on deposit must be used for the
transaction of the ordinary business and functions of the system,
including compensation. The account must be a trust account, and
must not be removed or drawn upon except on checks or drafts of
the system authorized and executed by the manager and must be
made payable to the state treasurer for the state insurance fund
deposit account.

326
327
328
329
330
331
332
333
334

3. The system shall authorize disbursementsfrom thestate insur-
ance fund to provide all benefits provided for in this chapter.

335
336

§37*3B Section 94. The system, by resolution approved by the gover-
nor, state treasurer and state controller, two of whom constitute a
majority, in writing, may designate a bank or banks as collection
depositaries, and may deposit therewith, with or without interest,
for collection, all premiums, contributions, penalties, properties or
securities paid to or collected or acquired by the system, and such
collection depositaries shall furnish security for such deposits in the
full amount thereof as provided in this chapter. All the proceeds of

339
340
341
342
343
344
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such collections, except as otherwise provided in this chapter, must
be transferred from such depositaries to the state insurance fund by
the system.

345
346
347

Section 96. I. The security to be deposited with the system by
any bank for any premiums, contributions, penalties, or securities,
and for any part of the state insurance fund deposited for collection
or otherwise by the system, must consist of:

348
349
350
351

(a) Bonds of the United States;352
(b) Bonds the payment of which is guaranteed by the United

States;
353
354

(c) Certificates issued under the authority of the United States;355
(d) Bonds of this state or any state in the union;356
(e) Bonds, notes or warrants of any county within any state; or357
(f) Bonds or warrants of any municipality, school district, or

political subdivision of and in the state.
358
359

2. The security must be in an amount determined by the system
and approved by the governor, state treasurer and state controller,
two of whom constitute a majority, but not less than the sums
secured, and must be approved in writing by the system and the
governor, state treasurer and state controller, two of whom consti-
tute a majority, and must be deposited and kept deposited with the
system as provided in this chapter.

360
361
362
363
364
365
366

3. The agreement of security made and deposited with the securi-
ties inures to the system as custodian, and for the use and benefit of
the state insurance fund, and must permit withdrawal, substitution,
and requirement of additional security, upon written approval of
the system and of the governor, state treasurer and state controller,
two of whom constitute a majority. Deposits must be secured to an
amount equal to the daily average balance for each month.

367
368
369
370
371
372
373

Section 97. I. The system may, with the approval of the board
deposit not more than 25 percent of the reserve and surplus of the
state insurance fund in banks or in insured savings and loan associ-
ations in this state, upon interest at not less than the prevailing and
current rate paid in the commonwealth upon savings accounts by
banks or insured savings and loan associations.

374
375
376
377
378
379

2. These banks or savings and loan associations shall deposit
with the system bonds of the United States or other securities in
which money of the state insurance fund may be invested, in an

380
381
382
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383 amount, at market value, sufficient to protect and guarantee the
384 depositor against any loss by reason of the failure or suspension of
385 the bank or savings and loan association, or loss from any other
386 cause. The amount of the security to be deposited and the fair value
387 of the bonds deposited must be determined and fixed by the system
388 and approved by the board but the value of the bonds deposited
389 must not be less than the sum deposited in the particular bank or
J9O savings and loan association.
§9l 3. Interest earned by the portion of the state insurance fund
392 which may be so deposited in any banks or insured savings and loan
393 associations must be placed to the credit of the state insurance fund.
394 Section 98. If the provisions of sections 89 to 91 for the crea-
-395 tion of a state insurance fund, or the provisions of this chapter
396 making the compensation to the workman provided in it exclusive
397 of any other remedy on the part of the workman, shall be held
398 invalid, the entire chapter shall be thereby invalidated, except the
399 provisions of section 100 and an accounting according to the justice
400 of the case shall be had on monies received. In other respects an
401 adjudication of invalidity of any part of this chapter shall not affect
402 the validity of the chapter as a whole or any part thereof.
403 Section 99. I. If the provisions of this chapter relative to corn-
-404 pensation for injuries to or death of employees become invalid
405 because ofany adjudication, or are repealed, the period intervening
406 between the occurrence of an injury or death, not previously corn-
-407 pensated for under this chapter by lump sum payment or completed
408 monthly payments, and such repeal or the rendition of the final
409 adjudication of the validity shall not be computed as a part of the
410 time limited by law for the commencement ofany action relating to
411 such injury or death if the action is commenced within 1 year after
412 such repeal or adjudication.
413 2. In any such action any sum paid out of the state insurance
414 fund or by a self-insured employer by reason of injury to an
j§s employee by whom, or by whose dependents, the action is prose-
-416 cuted, shall be taken in to account and credited upon the recovery
417 as payment.
418 Section 100. If this chapter shall hereafter be repealed, all
419 monies which are in the state insurance fund at the time of the
420 repeal shall be subject to such disposition as may be provided by the
421 legislature, and in default of such legislative provisions distribution
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422
423
424
425
426
427
428
429

thereof shall be in accordance with the justice of the matter, due
regard being had to obligations of compensation incurred and
existing.

Section 101. The manager may, pursuant to a resolution of the
board and subject to the supervision of the board, invest and rein-
vest any money in the state insurance fund and other funds of the
system deemed available for investment, and may employ invest-
ment counsel for that purpose.
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