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The Honotable Joseph G. Murphy ‘ a

Commissioner of Insurance |
The Commonwealth of Massachusetts

Division of [nsurance

1000 Washington Street, Suite 810

Boston, Massachusetts 02118-6200
m ; o |

Commissioner Murphy: . | _

%sﬁucﬁons and by authority of Section 251, of Chapter 152 df

(“MGL”), an examination has been made of the transactions and
ecember 31, 2010, of the

Pursuant to your
~ Massachusetts Gene
financial condition

\&SACHUSETTS HIGH TECHNOLOGY SELF-INSURANCE GROUP .

' t 1t main administrative office located at ¢/o TD Insurance/FutureComp, 123 Interstate Drive, :
- West Springfield, Massachusetts 01090. The following report thereon is respectfully submitted.
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SCOPE OF EXAMINATION

Massachusetts High Technology Self-insurance Group, (herein after referred to as “MHT” or the
“Group”) was last examined by the Massachusetts Division of Insurance (“Division™) as of

December 31, 2002, The present examination of the Group was conducted by the Division and
covers the transactions of the Group from January 1, 2003, through December 31, 2010,
including any material transactions and/or events occusming subsequent to the examination date
and noted in the course of the examination. '

Handbook. The Handbook requires that we plan and perform the examination to evalua
financial condition and identify prospective risks of the company by obtaining information a
the company, including corporate govemance, identifying and assessing inherent risksgin the
company, and evaluating system controls and procedures used fo mitigate th

examination also includes assessing the principles used and significant esg
management, as well as evalvating the overall financial statement presents
compliance with Statutory Accounting Principles and annual state
applicable to Massachusetts regulations.

The examination was conducted in accordance with the NAIC Financial Condition Exam‘@o\ .

X

All accounts and activities of the company were considered &dﬂae with the risk-focused

examination process.

osGroup, the examination included a
available corporate records, reinsurance
er pertinent matiers to provide reasonable

In addition to a review of the financial conditi
review of the Group’s business policies and prasg
treaties, fidelity bonds and other insurance
assurance that the Group was in compli
planning and conducting the exam'ga i
and risk and examination efforts g

sideration was given to the concepts of materiality
ed accordingly.

The Group has been auditec y by Shores, Tagman, Butler & Co., F.A., an independent

certified public accoun
statutory financial re
certified public

each of the eight years under examination. Review and use of the
ts work papers were made to the extent deemed appropriate and

effective. &o
This fv xamination is wiitten on an exception basis.

&us of Findings of the Pﬁoi‘rExarmiﬂation :

Reportable findings: None
| HISTORY

The Group was organized and commenced business within the Commonwealth of Massachusetts
on January 1, 1994, pursuant to and in accordance with Massachusetts General Law, Chapter

- 180, to establish a not-for-profit association of employers to constitute a workers’ compensation

self-insurance group. The Group was created consistent with Massachusetts General Law,

_' Chapter 152, and Section 25E through 25U and 211 Cor_nmonwealth of ‘Massachusetits

2

1 applicable laws, rules, and regulations. In .

The firm expressed unqualified opinions on the Group’s
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Regulation 67 to provide workers’ compensation coverage for a group of eligible compames
which are engaged in the high technology mdustry

During the period under review the Group has engaged FutureComp a registered trademark of

TD Insurancs, Inc. (the “Administrator”) to perform and manage the day-to-day activities of the
Group through a written administrative services agreement

TERRITORY AND PLAN OF OPERATION

" in the Commonwealth of Massachusetts.

The Group is a self-insurance group permitted to transact workers’ compensation business 60

MANAGEMEI\TT
Pursuant to the bylaws, the affairs of the Group shall be mdnaged by the Bo mstees who
shall have and may exercise all the powers of the Group except those reserved to the
members by law, the Articles of Organization or the By-laws. To e management of
the Group, the Board of Trustees shall appoint an Admmlstrator and manage the day-
o-day activities of the Group. The Board of Trustees bhai wer to adopt and issue
rules, regulations, policies and procedures which shaI g upon the members and the

Administrator.

Corporate Records \

The Articles of Organization and Bylaws 9ev1ewad The minutes of the Board of Trustees
were reviewed for the period unde;e on. For that period, votes and authorizations were

found to be in order and the rec% ed that the group appeared to be conducting its affairs

in compliance with its By-laws aws of the Commonweaslth of Massachuseits,

Annual Meeting

Accordmg to the as amended, the annuai meeting of the members shall be held at such
of March of each year as the board of trustees shall determine. At the first
Truslees held on April 17, 2003, a consensus was laken that the Annual

time durin
quarterly
meew roup will convene in June begiening on June 19, 2003. The Ammual meetmgs.

June during the remaining years.

ard of Trustees _

In accordance with the Group’s By-laws, the Board of Trustees shall at any time consist of not
fewer than three or more that fifteen trustees with the number determined at each annual meeting
by resolution of the members, Fach trustee holds office for a term of one year, Upon expiration

- or resignation their successor is elected at the next annual meeting,

L)

\~§
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The members of the Board of Trustees serving as December 31, 2010, were as follows:

Name of Trustee  Affiliation

Cindy Keegan Analo gic Corporation
Marlene Maffe ' MKS Instruments, Inc.

John Rizzelli Zoran Corporation

Noreen A. Rbssini ' Jaco, Inc. | o t

David Savoy Thermatron Engineering, Inc.

At any meeting of the Trustees, a majority of the Trustees then in offic gonsumte a
quorum. A quorum of Trustees was not present at the quarterly meeting
April 4, 2007, September 27, 2007 and December 13, 2007, T
guorum was obtained at all of the other meetings of the Boe‘

examination period

In accordance with provisions of 211 CMR 67.07 ( ]Ql‘rustees serving are residents of the
b

Commonwealth or officers of corporations authori*o usiness in the Commonwealth,

>

roup shall consist of a president, vice president,
¥, as the Board of Trustees may determine. Any two
individual,

Officers

Pursuant to the bylaws, the officers
treasurer, clerk and such other o
* or more offices may be held by

The officers shall be ele ually by the Board of Trustees at their first meeting following
the annual meeting o bers. There was no election of Trustees and Qfficers at the annual

meeting held on J , 2009, The next electlon of Trustees and Officers was at the annual

meeting hekﬁa 0, 2010

- Theele ers and their respective titles at December 31, 20 10 follow:
_ : ‘ ame of Officers Title
O‘ J‘ofm Rizzelli | ‘President |
Q David Savoy Vice President
Noreen Rossini Treasurer

Daniella DeChristopher Secretary
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Conflict of Interest Procedurss

The Group has adopted a policy staterment periaining to conflict of interest in accordance with
Question 17 of the General Interrogatories of the Annual Statement. The Group has an
established procedure for the disclosure to the Board of Trustees of any material interest ot
affiliation on the part of any officer or Trustee which is in or is ld{ely 1o conflict with their
official duties. : -

DISASTER RECOVERY and BUSINESS CONTINUITY

The Administraior has a formai disaster pian for the contipuity of the Group’s bu@ :

operations in the event of any disaster, The total recovery effort is governed by the TD

Insurance Business Continuity Plan. The plan was made available to the examine eview
and determined to have addressed adequately the process in which o resume critical

business functions of the Group, E

FIDELITY BONDS AND OTHER INSU

In accordance with MGL Cﬁapter 152, Section 25G ap R 67,10, the Group’s
Administrator maintains fidelity coverage with an
aggregate limit of liability provides coverage above

NAIC’s schedule of suggested miniommm amounts@f fide

rescribed minimum set forth by the
ingsurance.

211 CMR 67.08 (2)Xd), states that the Gro @ave a security deposit or bond not less than

$100,000 and any securities or certificate osit shall have a remaining maturity of one year
or less from their time of purchas bex 31, 2010, the Group had a security deposn as
cash in a Massachusetts bank dged to the Commonwealth of ’\/hssachusetts in the
amount 0f$100,127.

EXCESS INSURANCE

The Groupﬁ@&encral procedure of insuring exposures which exceed specified limits.

aintains specific and aggregate excess workers compensation and employejs

hab emmty policies with unaffiliated excess insurance cartiers authorized to transact

msu ce in the Commonwealth of Massachusetts, They are rated (A) by A.M. Best &

mpany Under the policies, the Group initially retained the first $250,000 of each occurrence

and subsequently increased their per occurrence refention lmit to $375,000 at December 31,
2010, on each individual accident. The Group has an aggregate limit of $5 million.

The Group remains primnarily liable for its obligations under its reinsurance contracts. In the
event the reinsurer would be unable to pay its portion of any losses incurred, the Group would be
liable for such obligations.

Massachusetts inswer, The
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ACCOUNTS AND RECORDS

The trial balances, general ledgers and andited financial statements provided by the Group were
reviewed for the years ending December 31, 2003 through December 31, 2010, The financial
‘accounting records are processed and maintained by FutureComp automated administrative
system, An independent statutory accounting specialist is utilized to review the financial records
and to prepare the quarterly filings to the Division of Insurance. The system supports statutory
reporting and accounting requirements as set by the NAIC for the Group’s business operations.

Statement for 2010, All balance sheet accounts were swmmarized and traced to the appro
asset exhibits and liability lines within the Group’s Annual Statement. Selected income
expense allocations and postings were sampled and verified for ressonableness. e

with the Administrator. Reliance upen the controls was ufilized as appropria he selection of

examination procedures.

FINANCIAL STATEMEN é
The following financial statements comply with Stateg Statutory Accounting Principles

promulgated by the NAIC in its Accounting Prac rocedures Manual and with practices
prescribed or permitted by the Mdssachus ision of Insurance which adopted the

codification of statutory accounting principl E e January I,2001,

The internal contrel structure for the Group and for selected accounting stre é discussed

These financial statements reﬂec; p’s agsels and’ liabilities as determined by the
examination, whmh mciude aleg foliowmg .
ili

ities as of December 31, 2010

Statement of Assets '
the year ended December 31, 2010

N

General ledger account balances were reconciled and traced to amounts reported in the A



Statement of Admitted Assets Liabilities
As of December 31, 2010

Per
Assels Statement Adjustments
Bonds ) $1,772,367
Cash and short-term investmanis 307,186
investment Income due & accrued ‘ 24,086
Uneollected premiums 1,227
Current federal incomse tax recoverable 2,765

Co Total Assets : $2,107,641 52,107,643

Per ‘

Lizbilities Statement
Lossas $47436
Loss adjustment expense _

Other expenses

Taxes, licenses and fees ' _ . , 184
Dividends unpaid 1,521,299

Ceded refnsurance premiu ms payabie \/ o 15,062
Payable to members ‘ > - 18,000
Total Liabitlties 0 $2,107,641

Massachusetts High Technology Self-Insurance Group Examination Report

: Per
Examipatlon
$1,772,367
307,196
24,086

1,227
2,765

o?

Per
Examination

$474,786
51,810
24,500
4184
1,521,208
15,062
16,000

52,107,641

Note

o

o

Note

EECRE SR
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Underwriting tncarme
Losses incurred )
Loss adjustepent ex';?enses incurred
Otherunderwriting expenses ncurred
Total undenwriting deductions
Net underwriting gain {less}

Netinvestrment Income earned
‘Netrealized capital gains (losses)
Net investment gain [loes)

Net Incame (ioss) before dividends ta
poiieyholders

Dividends to policyhoiders

Nat thcome (Joss) after dividends to
policyholders ,

Federal income taxes incuried

Net income {loss)

Statement of Income

Asof December 31,2010

Per

Statement

5486,365
423,535
80,192
117,440

621,167

(134,802)

55,805
5,133

60,938

(510,000)

Adlustments

‘Per'

Examinaticn - Note \
$486,365 o
423,535
80,192 ‘

117,440
621,1 e
fisa,@
o 55,805

5,133

(73,864)

(71,913}

(1,951}
8,049

{$10,000)
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NOTES TO FINANCIAL STATEMENTS

Note | | _ ,
- Losses and loss adjustment expenses - : - $526.59¢ 596

The Group establishes reserves based upon the case basis estimates of its claims and an anaiysm
of loss and loss adjustment expense reserves petformed on an annual basis by an independent

actuarial consulting firm, Milliman, Inc. This review is in turn relied upon by the Group’s \
certified public accountants. The Massachusetts Division of Inswrance has revie

documentation of the Group’s loss and loss adjustment expense reserves, and has relied 6

opinion of this independent and qualified expert as deemed appropriate.

The reserve for unpaid losses and Joss adjustmment expenses includes an estimate on for
incwred but not reported losses (IBNR) as well as reported losses, The IBN on totaled
approximately $286,494 on an undiscounted basis as of December 31, 2010,

discount factor not less than the discount factor that would result of the interest rate and
loss pattern prescribed by and under section 846 of the Ind R®enue Code of 1986, as
amended, Such discounting of loss and loss adjustmeny s permitted by Massachusetts®
Regulation 211 CMR 67.08 (2),

The net loss and loss adjustment expense reserves reported haQOdjscouuted using a

The unpaid losses and loss adjustment expens discounted approximately $89,486 for a
net carried reserve of $526,596 at December El,

Note 2
Commitment and Contingencies

&d application and indemnity agreement with each member to
ccs and workers’ compensation insuwrance, The agreement
s, that each member is jointly and severally liable for the workers’
of the Group and its members which were incurred during the
embership in the Group, irrespective of the subsequent termination of the
ship in the Group, the insolvency of bankruptcy of another member of the
facts or circumstances. Accordingly, the financial viability of the Growp is

The Group has entered into
provide risk manageme

stipulates, among © i
compensatlon obli
member’s
member’s

¢ Group does not have any pending legal proceedings. The Group does not have any material

e o:ontmgent liabilities as of the Annual Statement date.
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CONCLUSION

We have applied verification procedures to the data contained in this report using substantive
statistical sampling techniques as deemed appropriate. While sampling techniques do not give
complete assurance that all errors and irregularities will be detected, those that were detected

~ during the course of this examination have been disclosed in this report, We were not informex
of, and did not become aware of, any other error or n‘regu arity that could have a material effect \*

on the finahcial condition of the Group as presented in this report,
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