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THE WORKERS? COMPENSATION
RATING AND INSPECTION BUREAU

July 13, 2007
CIRCULAR LETTER NO. 2062
To All Members and Subscribers of the Bureau:

REVISED METHODOLOGY FOR DETERMINING PAYROLL FOR SOLE
PROPRIETORS, PARTNERS OF LEGAL PARTNERSHIPS & MEMBERS OF AN LLC

Effective August 1, 2007, the Commissioner of Insurance approved the Bureau’s
attached filing which proposed a new methodology for setting the basis of premium
amount used to determine the premium charge for sole proprietors, partners of a legal
partnership and members of an LLC.

Effective August 1, 2007, the basis of premium to be used for premium
determination is $36,400. This change will affect new and renewal business and
shall be applied at audit as a mid term adjustment to in force policies.

The basis of premium amount will be revised each October 1st, which is the date the
SAWW is revised each year, using this new methodology. All future adjustments to the
basis of premium amount that are based on a revision to the SAWW will be applicable
to new and renewal business only.

Please contact Dan Crowley (617-646-7594 or dcrowley@wcribma.org) if you have any
guestions.

DANIEL M. CROWLEY, CPCU
Vice President — Customer Services

THE WORKERS’ COMPENSATION RATING & INSPECTION BUREAU OF MASSACHUSETTS
101 ARCH STREET-5™ FLOOR, BOSTON, MASSACHUSETTS 02110-1103
(617) 439-9030, FAX (617) 439-6055, www.wcribma.org
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THE WORKERS? COMPENSATION
RATING AND INSPECTION BUREAU

July 9, 2007

The Honorable Nonnie S. Burnes
Commissioner of Insurance
Commonwealth of Massachusetts
One South Station

Boston, MA 02110-2208

RE: Revision to the Methodology Used to Determine the Payroll for Sole
Proprietors, Partners of Legal Partnerships & Members of an LLC

Dear Commissioner Burnes:

The Bureau requests your approval to change the current methodology for setting the assumed
remuneration amount used to determine the premium charge for sole proprietors, partners of a
legal partnership and members of an LLC. The Bureau’s Governing Committee recently voted
to propose this change in methodology, which will result in a lower assumed remuneration figure

than under the current approved methodology.

Sole proprietors, partners of a legal partnership (and members of an LLC per a DIA directive)
may elect to be employees pursuant to Chapter 169 of the Acts of 2002 for the purpose of
obtaining workers’ compensation insurance coverage for themselves. The associated premium is
currently calculated by assuming a remuneration figure of $52,000. At recent Bureau/Producer
Advisory Group meetings, it was discussed that many sole proprietors are not purchasing
workers’ compensation insurance for themselves because the assumed remuneration figure of
$52,000 is too high. The Bureau/Producer Advisory Group asked that the Bureau explore the
possibility of reducing the fixed payroll amount in an effort to make coverage for sole
proprietors, partners, and members of LLCs more affordable and therefore encourage more

individuals to purchase coverage for themselves.

Attached is a spreadsheet showing the median annual wage from the May 2006 MA Labor &
Workforce Development Survey for the bulk of occupations that we associate with sole
proprietors, partners of a legal partnership and members of an LLC. The wage information
shows that of the 23 occupations listed only 3 have a median annual wage equal to or higher than
the current established $52,000 remuneration figure. The weighted average of the median wages
for the listed occupation groups is $35,843. The Bureau used this information to propose the

following change in methodology.

THE WORKERS' COMPENSATION RATING & INSPECTION BUREAU OF MASSACHUSETTS
101 ARCH STREET 5™ FLOOR, BOSTON, MASSACHUSETTS 02110-1103
(617) 439-9030, FAX (617) 439-6055, www.wcribma.org




Currently, the assumed remuneration is calculated as:

Assumed Remuneration = State Average Weekly Wage (SAWW) x 52 weeks
Subject to rounding to the nearest $100

The proposed new formula would be:

Assumed Remuneration = SAWW x 70% x 52 weeks
Subject to rounding to the nearest $100

Effective October 1, 2006, the SAWW in the Commonwealth of Massachusetts is $1,000.43.
The SAWW of $1,000.43 x 70% x 52 weeks = $36,415.65. If the Bureau’s proposed new
methodology is approved, the assumed remuneration to be used for premium determination
would be $36,400.00 rather than $52,000.00. The assumed remuneration amount would be
revised each October 1st, which is the date when the SAWW is revised each year, using this new

methodology.
The Bureau requests an effective date of August 1, 2007.

Please let me know if you have any comments or questions. Thank you for your time and
attention to this matter.

@i" ) M (,L,[(r

Daniel M. Crowley, CPCU
Vice President Customer Services & Residual Market

Attachments

cc:
Kevin Beagan, Director of State Rating Bureau

Walter Horn, State Rating Bureau
Caleb Huntington, State Rating Bureau
Paul Meagher, President




ejeq Asnng 900z Aeln Juswdojaaaq 80J0HOM B JogeT WIN .

0€2'v¥5$ 005 Sisysg ajqJe pue o)1)
02r'ess 0/5'0L sJapywes)g pue ‘siajyadid ‘siequinid
AALT 00g'cl Sue|oL}os|g
ove' LS 0s€'L2 siayuadie)
019'9v$ 0€€'9 S.|[ejsu| pue Solueyds| UoneJabliay pue ‘Builonipuoy Jly ‘Buiesy
096'tv$ 0cL'L S19j00Yy
0/8'0v$ 0S0'v slalleday pajejey pue Apog aAjowoiny
098'0v$ 0EY'GlL S12J0geT uopjdnIIsuo)
0S¢'0v$ 0€9'lL sJaysiul4 8}8Jou0) pue suosey\ Juse)
062'0v$ 0.9'c sJaleday aulyoely 8d1O pue Jeje pajewony ‘1aindwion
0L0'0v$ 08z'sz J8|iel| -iojoei) pue AAesH ‘sisAlQ Yoni|
056'8¢$ 0Zy'y S0UBUSjUIBN PUB UORONASUO) ‘sisjuied
081°/¢$ oLEPL SOIUBYOS|\ pUB SUBIOIUYOS | 82IAI8S SAIOWOINY
0v2'9¢$ 08¢ S9|lL pJeH pue '‘poopA ‘Jodied Jdeoxg ‘siahe Jooj4
0L2've$ 0/ sJalledey aoueyddy swoH
060°0€$ 016’61 sa0IMeg AudAIB@ Jo JybIT 'SieAuq yoni]
066'62$ 0ge'l sioadien--siadisH
095'62$ 0LZ'L Siapywes)g pue ‘siajiyadid ‘siequinig ‘siahejedid--siadjsH
0ey'ces 09l SUOSBN 000NiS pue ‘siais)se|d ‘sisbueyladey ‘siguied--siadjoH
0l1'62¢$ 0€€'C SUBIoL}09|3--s1ad|sH
068'22$ 08c'0e whmxhogwﬂ_ammv_muczew pue buideospue]
06.'v2$ 098'G6G sJaues|) buidsaxesnon pue SPIBI }de0X3 ‘sisues|] pue siojuer
0se'zes 0.2's SInayneyd pue sIsAlq IXe |
908\ [Bnuuy ueipapy JuswAhodwg

uonednson




COMMONWEALTH OF MASSACHUSETTS
Office of Consumer Affairs and Business Regulation

DIVISION OF INSURANCE
One South Station * Boston, MA 02110-2208
(617) 521-7794 « FAX (617) 521-7475
TTY/TDD (617) 521-7490
http://www.mass.gov/doi

DEVAL L. PATRICK DANIEL O’CONNELL

GOVERNOR ’ SECRETARY OF HOUSING AND
ECONOMIC DEVELOPMENT
TIMOTHY P. MURRAY DANIEL C. CRANE
LIEUTENANT GOVERNOR DIRECTOR

NONNIE S. BURNES
COMMISSIONER OF INSURANCE

July 11, 2007

Daniel M. Crowley, CPCU

Vice President

Workers’ Compensation Rating and
Inspection Bureau of Massachusetts
101 Arch Street, 5" Floor

Boston, MA 02110

RE: REVISIONS TO THE METHODOLOGY USED TO DETERMINE THE
PAYROLL FOR SOLE PROPRIETORS, PARTNERS OF LEGAL
PARTNERSHIPS & MEMBERS OF AN LLC

Dear Mr. Crowley:

I am writing to inform you of the Division’s approval of your request, dated

July 9, 2007, to reduce the imputed remuneration for sole proprietors for purposes of
determining workers’ compensation premium. As requested, this new use of 70% of

State Average Weekly Wage to obtain an imputed annual income shall be effective as
of August, 1, 2007.

Thank you for your filing.

Sincergly, ;}
) / ; ‘;‘JN/’?

/ Director, Sta(iRyt'ﬁg Bureau




