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CHANGES TO THE MASSACHUSETTS WORKERS' COMPENSATION
ASSIGNED RISK POOL PLAN OF OPERATION

CONFIDENTIALITY OF ASSIGNED RISK INFORMATION

EFFECTIVE JANUARY 7, 1997

The Commissioner of Insurance has approved the following changes to the Pool
Plan of Operation:

Renumber Article XIll. Section 2. Assignment of Risks to Article XIII.
Section 2.a. Assignment of Risks [underlines added]. There is no
change in the text.

Add the following wording to this section:

2.b. Confidentiality of Assigned Risk Information. The
designated carrier shall keep in confidence and shall not, except as
directed by the insured or the producer of record or as otherwise may
be required by law or regulatory authority, disclose to any third party,
such detailed information as it may obtain by virtue of its position as
the designated carrier.
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We are attaching revised Page 12 to the Pool Plan of Operation which reflects
these changes, Pages 13, 14, 15, 16, replacing current pages in your copy of the Plan,
and a new Page 17, since existing text must be moved forward to accommodate these
changes.

NORMAN R. FONTAINE
Vice President of Industry Affairs

NRF/dc 3213
Attachments
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2.a. Assignment of Risks. The Bureau shall review the information contained in an application
for assignment and determine whether the applicant is eligible for assignment under G.L. c.
152, § 65A.

If the Bureau determines that an applicant is eligible for assignment, the Bureau shall assign
the applicant to a servicing carrier or voluntary direct assignment carrier. The Bureau will
equitably assign applicants to each voluntary direct assignment carrier based on each such
carrier's percentage of the total net workers' compensation insurance premiums written, as
adjusted by any applicable take-out credit, for all carriers in that policy year. Applicants not
assigned to a voluntary direct assignment carrier will be assigned to each servicing carrier based
on each servicing carrier's percentage of the total net workers' compensation insurance written
premiums for all servicing carriers in the most recent policy year for which data is available,
A reconciliation procedure for voluntary direct assignment carriers shall be established in
accordance with such rules and procedures as the Residual Market Committee may adopt, subject
to the approval of the Commissioner. Assignments may also be made in accordance with other
specific rules and procedures as the Residual Market Committee may adopt, subject to the
approval of the Commissioner pursuant to G.L. c. 152, S. 65A. The Bureau shall, upon the
request of any servicing carrier or voluntary direct assignment carrier, provide such servicing
carrier, or voluntary direct assignment carrier with a copy of the records used as the basis for
assigning eligible applicants.

2.b. Confidentiality of Assigned Risk Information. The designated carrier shall keep in
confidence and shall not, except as directed by the insured or the producer of record or as
otherwise may be required by law or regulatory authority, disclose to any third party, such
detailed information as it may obtain by virtue of its position as the designated carrier.

3. Premiums. With the exception of voluntary direct assignment carriers, the Bureau shall
distribute the premiums received from Servicing Carriers to the members of the Pool in
proportion to their workers' compensation insurance premiums written in the state on a calendar
year basis, or as otherwise determined by the Residual Market Committee.

4. Expenses and Payments. The amount of net workers' compensation insurance premiums
written and used as the basis of all computations in this Section, or elsewhere in this Plan of
Operation, shall also be used as the basis for allocating each member's share of expenses which
are not allocable directly to any assigned risk and which are incurred by the Bureau in the
administration of the Pool. A record shall be kept of all such expenses, and the amount thereof
may be recovered from members who satisfy their obligations under the Plan by participating
in the reinsurance pool, by a charge against funds held by the Bureau on behalf of such
members, or, in the discretion of the Bureau and when deemed necessary, by an assessment
levied under Section 7 of this Article. Voluntary direct assignment carriers shall be separately
billed for their portion of such administrative expenses. In addition, voluntary direct assignment
carriers shall be separately billed for expenses associated with inspection and audit and such
other expenses of oversight as may be appropriate, which are directly allocable to risks assigned
to such carriers. Except with respect to claims, the cost of the interpretation of physical and
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X-ray examinations of employees in assigned dust hazard risks, shall be a proper charge against,
and shall be paid from, the general funds held on behalf of the members of the Pool provided
the employer pays for the making of such examinations. Except as the Residual Market
Committee shall otherwise direct, payments to or in behalf of members shall be limited to
administration expenses, reimbursement for losses paid under policies to which these Articles
apply, and for return premiums on such policies, and the payment of such refunds as may be
allowed under this Plan of Operation. Except for costs of premium collection as provided in the
Servicing Carrier Agreement, the Pool shall not assume for payment, and shall not be liable to
pay, any expenses of any nature whatsoever incurred by members.

5. Examinations and Reserves. The Residual Market Committee shall make or cause to be
made such review as they may deem necessary of loss payments by members and reserves held
by members for outstanding claims, which reserves, until the Committee shall have determined
upon a different reserve, shall be the estimated value of the claims reported by the servicing
carrier under the applicable servicing carrier agreement.

6. Transactions, Accounts and Financial Statements. Separate accounts shall be maintained
by the Bureau covering transactions for each policy year. The Bureau shall prepare and deliver
to the members a financial statement showing the apportionment of the expense of administration
provided for herein and the condition of each account.

7. Assessments and Refunds. Assessments shall be levied or refunds allowed by the Bureau
as it may from time to time deem reasonable and necessary. Assessments or refunds for account
of a specified policy year shall be levied upon or allowed to all members who were such during
the calendar year corresponding to such policy year, and each member shall pay such proportion
of such assessment, and shall receive a proportionate share of such refund, as is determined by
the relation which the net workers' compensation insurance premiums written during such
calendar year by such member shall bear to the total net workers' compensation insurance
premiums written during such calendar year by all members. A member may satisfy its
obligation under this section by becoming a voluntary direct assignment carrier, and by
satisfactorily discharging its responsibilities as a voluntary direct assignment carrier in
accordance with this Plan and the rules governing the Voluntary Direct Assignment Program.

The amount of net workers' compensation insurance premiums written, which shall serve
as the basis of all computations in this Section or elsewhere in this Plan of Operation and in the
applicable servicing carrier agreement, shall be that shown by the records of the Bureau. If the
amount of net workers' compensation insurance premiums written for a specified calendar year
is not available at the time of the levying of any assessment or the distribution of any refund, net
workers' compensation insurance premiums written for the preceding calendar year shall be used
as the basis for a preliminary assessment or refund, but such preliminary assessment or refund
shall be adjusted as soon as the net workers' compensation insurance premiums written for the
specified calendar year become available. For the purposes of this section, the net written
workers' compensation insurance premiums associated with large deductible policies which are
written or renewed on or after January 1, 1994, or are in effect on or after January 1, 1995,
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shall be deemed to be the amount equal to the standard premium plus any applicable All Risk
Adjustments Program amounts associated with such policies.

The amount of any assessment levied shall be paid within, and the amount of any refund
allowed shall be distributed within, such reasonable time as may be determined by the Residual
Market Committee, following the submission of the quarterly, or other statement referred to
herein.

The Bureau shall, upon request of a member, provide such member with a copy of the
records used as the basis of calculating the member's assessment or refund.

Any member that wrote Massachusetts workers' compensation insurance in the voluntary
market in 1990, but that was not assessed or allowed a refund for account of policy year 1990
in comnection with any deficit or surplus resulting from the operation of the workers'
compensation insurance assigned risk pool in Massachusetts, may apply to the Commissioner to
be certified for lump sum payments of pool liabilities for account of policy years 1991, 1992 and
1993. The lump sum payment shall equal the product of the eligible member's pool participation
ratio and the present value at the time of the lump sum payment of the residual market results,
for each respective policy year.

The Commissioner shall determine the present value of the residual market deficit for policy
year 1991 in 1/1/94 dollars based on a discounted cash flow analysis with appropriate inputs
selected by the Commissioner.

The Commissioner, if he or she deems it appropriate and necessary, shall determine the
present value of the residual market results for policy years 1992 and 1993 in 1/1/95 dollars and
1/1/96 dollars, respectively. These determinations shall be made prior to 1/1/95 and 1/1/96 for
each respective policy year. Certified members shall be eligible for lump sum payments for
policy years 1992 and 1993, unless the Commissioner deems it inappropriate or unnecessary to
determine the above mentioned residual market results.

These lump sum payments for policy year 1991 shall be paid to the pool by February 1,
1994 or an eligible member may elect to make payments on an installment plan whose term will
end not later than December 31,1995 and at an annual interest rate of 5% or at such other rate
as the Commissioner may determine. These payments shall be used to pay pool liabilities for
policy year 1991. Eligible members that elect to make a lump sum payment for policy year 1991
shall have their otherwise determined participation ratios set equal to zero for that policy year.
Members that do not make these lump sum payments shall have their participation ratios
increased in proportion to their otherwise determined participation ratio so that the sum of all
members' participation ratios equals unity. Lump sum payments for policy years 1992 and 1993
shall be implemented in an analogous manner as described above.

In order to be certified for lump sum payments for policy years 1991, 1992 and 1993, the
following requirements must be met:
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(a) By January 20, 1994, the member must file with the Division of Insurance
documentation demonstrating to the satisfaction of the Commissioner that its failure to
be certified for lump sum payments would threaten its technical solvency pursuant to
statutory accounting principles. At such time the member shall indicate whether it will,
if certified, elect the lump sum payment option for policy year 1991 or whether such
filing is solely for financial reporting requirements as set forth below. Within thirty
days of any determination by the Commissioner of the present value of the residual
market results for policy year 1992 or policy year 1993, the member shall indicate
whether it is electing the lump sum payment option.

(b) Prior to issuance of an order of certification the Commissioner shall require such
member to demonstrate that it can meet its obligations under the lump sum payment
plan set forth herein as well as obligations for pool liabilities and voluntary writings for
policy years 1994 and beyond. In order to so demonstrate, such member must submit
a satisfactory business plan describing the changes that would be made in the business
and operations of the member in order to meet such obligations. The Commissioner
may require such alterations to said plan as he or she deems necessary and may require
that an independent actuarial review be performed at the member's expense.

Members who are certified and elect to make a lump sum payment for their pool liabilities
for policy year 1991 shall reflect these liabilities in all required statutory filings (including
Quarterly and Annual Statements) with the Division of Insurance beginning with their 1993
Annual Statement. Members who are certified and do not elect to make a lump sum payment
for their pool liabilities for policy year 1991 shall reflect their pool liabilities for policy year
1991 as if they had elected to make the lump sum payment as described above in all statutory
filings made in 1994 (including the 1993 Annual Statement). In addition, for all such statutory
filings made in 1994 (including the 1993 Annual Statement) certified members shall not reflect
any results of pool operations for policy years 1992 and 1993. For all statutory filings made
after 1994, the Commissioner shall determine the manner in which certified members shall
reflect their pool liabilities for policy years 1991, 1992 and 1993.

Any funds in escrow accounts established for an eligible member for those policy years
where a lump sum payment will be made shall be returned to the pool.

For policy years 1994 and beyond, all pool members may apply to the Commissioner to be
certified for lump sum settlement in a manner analogous to that set forth above.

8. Netting Out. Notwithstanding any contrary provisions in this Plan, and notwithstanding any
contrary forms of accounting methods or reports that may for convenience be used to determine
the underlying amounts of particular member or servicing carrier rights or obligations for any
or all policy years, in computing at any given time the balance due to any member from the Pool
or to the Pool from any member, whether or not a servicing carrier, all accounts for that
member shall be netted out, with only the net amount to be due either the member company or
the Pool at that time.
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9. Distribution Upon Termination of the Pool. Upon termination of the Pool, distribution
by way of refund (if any) shall be made to the members of the Pool entitled to participate
therein, subject to provisions of Section 2 (g) of Article IV of this Plan of Operation, within such
reasonable period of time as the Residual Market Committee in its sound discretion shall
determine; and all provisions of this Plan of Operation and the Rules of Operation adopted
hereunder relative to administration of the Pool shall remain in full force and effect until final
distribution shall have been made.

ARTICLE XIV
OBLIGATION OF MEMBERS AFTER TERMINATION OF MEMBERSHIP

Obligation of Members after Termination of Membership. Any company whose membership
in the Pool has been terminated by withdrawal or by expulsion shall, nevertheless, with respect
to risks subject to the Plan of Operation prior to midnight of the effective date of such
termination, continue to be governed by this Plan of Operation and Rules of Operation
promulgated hereunder.

ARTICLE XV
DEFINITIONS

1. The term "net workers' compensation insurance premiums written," wherever used in this
Plan of Operation, shall mean the gross direct premiums charged, less all premiums (except
dividends and savings refunded under participating policies) returned to policyholders for all
Workers' Compensation and Occupational Disease Insurance, exclusive of premiums for risks
subject to this Plan of Operation, and for risks written under Special National Defense
Comprehensive Rating or Special National Defense Premium Discount Plans and under excess
policies; provided, however, that in the case of risks written or renewed on large deductible
policies on or after January 1, 1994, or in effect on or after January 1, 1995, the net workers'
compensation insurance premiums written shall be deemed to be an amount equal to standard
premium plus any applicable All Risk Adjustments Program amounts. The term "net workers'
compensation insurance premiums written" shall also include all premium received by non-
admitted carriers on policies issued by such carriers for coverage in the state if such policies are
deemed to meet employer obligations under the workers' compensation statute of the state.

2. The term "servicing carrier" wherever used in this Plan of Operation shall include any
member company servicing coverage written by such member and subject to this Plan of

Operation.

3. The term "voluntary direct assignment carrier” shall mean an insurer that has elected to
receive direct assignments, in lieu of participating in the Pool, and that has obtained prior
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approval from the Commissioner of Insurance authorizing such form of participation.
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