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8 The General Assenbly of the Conmonweal th of Pennsyl vani a

9 hereby enacts as foll ows:

10 Section 1. Short title.

11 This act shall be known and nmay be cited as the "State

12 Coll eges Wrkers' Conpensation G oup Self-insurance Fund Act."
13 Section 2. Definitions.

14 The foll ow ng words and phrases when used in this act shal

15 have, unless the context clearly indicates otherw se, the

16 neanings given to themin this section:

17 "Departnment."” The Departnent of Labor and Industry of the
18 Commonweal th of Pennsyl vani a unl ess ot herw se i ndi cat ed.

19 "Enpl oyer." Any enpl oyer as defined by section 103 of the
20 act of June 2, 1915 (P.L.736, No.338), known as "The
21 Pennsyl vani a Wrknen's Conpensation Act,” who is a State coll ege
22 or university as defined by section 2002 of the act of March 10,
23 1949 (P.L.30, No.14), known as the "Public School Code of 1949,"
24 and who has elected to cover all of its enployees under the
25 provision of this act.
26 "Enpl oyers' liability.” The legal liability of an enpl oyer
27 to pay damages because of bodily injury by accident or disease,
28 including death, at any tine resulting therefrom sustained by
29 an enployee arising out of and in the course of his enploynent

30 by the enployer, which is not covered by a Wrknen's
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Conpensati on, Cccupational D sease, or related Federal |aw.

"Excess insurance."” Insurance, purchased from an insurance
conpany appropriately licensed in the Conmonweal t h of
Pennsyl vania or qualified by the Insurance Commi ssioner of the
Commonweal th of Pennsylvania as a surplus lines insurer,
covering |l osses in excess of an anmount established between the
group and the insurer up to the limts of coverage set forth in
the insurance contract on a specific per occurrence or per
acci dent or annual aggregate basis.

"Fund." A Group Self-insurance Fund organi zed by enpl oyers
to pool workers' conpensation liabilities and approved by the
department on an annual basis under the authority of this act.

"Plan committee.” A conmttee conposed of representatives of
each enployer who is participating in a fund.

"Surplus.” That amount of noneys found in the trust to be
excess of all fixed costs and incurred | osses attributed to the
pool net any occurrence or aggregate excess insurance.

"Trust." A witten contract signed by the nenbers of the
fund which separates the | egal and equitable rights to the
noneys hel d by an i ndependent trustee as a fiduciary for the
benefit of enployees of enployers participating in the fund.

"Wbr kers' Conpensation Act." The act of June 2, 1915
(P.L.736, No.338), known as "The Pennsylvania Wrknmen's

Conpensation Act," or the act of June 21, 1939 (P.L.566,

No. 284), known as "The Pennsyl vani a Cccupati onal Di sease Act."
Section 3. Private enpl oyers.

(a) An association of enployers may be permtted by the
departnment to act as a group self-insurance fund.

(b) Private enployers shall be permtted to pool their

l[iabilities under the Wrkers' Conpensation Act and their
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enpl oyers' liability through participation in an approved fund
descri bed in subsection (a). Menbers of a fund shall execute a
trust agreenent under which each agrees to jointly and severally
assunme and di scharge the liabilities of each and every party to
such agreenent arising under their enployers' liability, the

Wor kers' Conpensation Act and under rel ated Federal statutes.
Such trust agreenents shall be subject to approval by the

depart nment.

Section 4. Filing requirenents.

Any applicant for a permt to establish a fund shall file
with the departnent a statenent certifying:

(1) the aggregate net worth of the participants
according to generally accepted accounting principles equals
or exceeds $1, 000, 000; and

(2) the aggregate of the latest year's payroll of the
prospective nmenbers of the fund.

In addition, the applicant shall file with the departnent the
proposed trust agreenent, proposed types and anounts of excess
i nsurance and retention anobunts, and such other information
required on the formwhich the departnment shall provide under
the authority of this section.

Section 5. Approval of applications.

(a) The department shall tentatively approve any application
for a permt for the formation of a fund which neets the
following criteria:

(1) Guarantees benefit | evels equal to those guaranteed
by the Wbrkers' Conpensation Act or other applicable statutes
and denonstrates sufficient aggregate financial strength and
liquidity to assure that all obligations under the act wll

be pronptly nmet and proposes a plan for the pronpt paynent of
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such benefits. Information docunmenting an individual nenber's
financial strength and liquidity shall be made available to
t he departnent upon the departnent's witten request.

(2) Provides for joint and several liability.

(3) Provides a confirmation for excess insurance and
retention anounts in such anount as the departnent deens
acceptabl e on a single accident (single occurrence) and
aggregat e excess basis. The departnent may wai ve the
requi renent for one type of excess insurance if convinced
that the fund' s financial strength is sufficient to assure
paynent of its obligations under the Wrkers' Conpensation
Act or this act.

(4) Contains a list of letters of intent from
prospective group fund nenbers.

(5) Provides for assessnment upon participating enpl oyers
as required herein.

(6) Provides proof of conpetent personnel and anple
facilities within its own organization with respect to clains
adm ni stration, underwiting matters, |oss prevention and
safety engineering or presents a contract with a reputable
servi ce conpany to provide such assi stance.

(7) Includes a paynent plan for assessnents.

(8) Provides all of the information required in section
4 conpleted to the satisfaction of the departnent.

Sai d approval or disapproval shall be given by the departnent
wi thin 90 days of receipt of the conpleted application form

Provi ded, however, That the application shall be deenmed into
effect if the departnment has not di sapproved the application
wi thin said 90-day period.

(b) Prior to the issuance of a permt, a trust agreenent
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made pursuant to the approved application shall be submtted to
the departnent. Wthin 30 days of receipt of the text of the
agreenent and other materials associated therewith, the
departnment shall review the agreement, for technical sufficiency
and conflict or inconsistency with any provisions of this act
and operations being conducted thereunder: Provided, however,
That the agreenent shall be deenmed into effect if the departnent
has not di sapproved the agreenent within said 30-day period.

(c) The department shall issue to each original and renewal
applicant for group self-insurance which conplies with
subsections (a) and (b), a permt for a group self-insurance
fund which shall be effective for a period of 12 cal endar
nmont hs. Unl ess previously revoked, all permts issued under this
section shall expire and term nate on the |ast day of the annual
exenption period for which they were issued. Permts issued
under this act shall be renewed upon filing of a renewal
application. Such renewal application shall be submtted to the
departnment at |east 60 days prior to the expiration of the
permt. Any renewal application shall be deenmed approved unl ess
the departnent notifies the fund of its disapproval within 30
days of the subm ssion of the renewal application. The
departnment may, fromtine to time, require further statenents of
the financial condition of such fund and, if at any tine the
ability of the fund to assure paynment of its obligations under
the Workers' Conpensation Act or this act appears to be in
j eopardy, shall mandate an assessnent or revoke its permt, in
the latter case the nmenbers of the fund shall inmediately obtain
coverage as required by |aw.

Section 6. Disapproval of initial application.

Shoul d the departnment determ ne that the application for a
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fund does not neet the criteria described in section 5(a) and
(b), the department shall issue to an applicant a final order
containing the specific reasons for rejection, and the
requirenents to be nmet before approval may be granted. During
t he pendency of such an appeal, a group of enployers shall not
operate as a fund under the provisions of this act.

Section 7. Annual assessnent.

(a) Menbers of said fund shall pay 25% of their annua
assessnment into the fund on or before the inception of the fund.
The bal ance of the annual assessnents shall be paid to the fund
on a nonthly, quarterly or sem annual basis as required by the
fund' s byl aws and approved by the departnent. Each nenber's
annual assessnment to the fund shall be in accordance with its
own rates with the approval of a nmenber of the American Acadeny
of Actuaries and the departnent.

(b) Nothing contained in this section shall preclude the
assessnment and paynent of suppl enental assessnents as provi ded
in section 11.

Section 8. Approval of additional fund nmenbers.

After the final permt approval date of the fund, prospective
new nmenbers of the fund shall submt an application for
menbership to the fund's plan commttee or adm nistrator on a
form approved by the department. Such application shall include
an agreenent of joint and several liability as required in
section 3. The adm nistrator or plan conmttee nmay approve the
application for nmenbership pursuant to the byl aws of the fund.
The application approved by the fund shall be filed with the
departnment. The fund shall retain the authority to reject any
appl i cant.

Section 9. Term nation of fund menbers.
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(a) Individual nenbers nmay elect to termnate their
participation in a fund or be subject to cancellation by the
fund pursuant to the bylaws of the fund for nonpaynent of
prem um A nmenber of a fund nust remain a nenber for the
duration of the annual approval period unless term nated for
nonpaynment of premumw th the proviso that any such enpl oyer
may resign fromsuch fund by giving at | east 90 days' witten
notice of such intent prior to the filing of the renewal
application. Any w thdrawi ng nmenber of a fund or nenber
term nated for nonpaynent of premiumby a fund shall remain
fully obligated for clainms incurred during the period of its
menbership in accord with fund byl aws, including but not Iimted
to calls for supplenental assessnents. Notice of term nation of
any participant shall be filed with the fund. The fund shal
attach any such notices of termnation to the renewal permt
application filed with the departnent.

(b) The fund shall notify the department i mediately if
term nation of a nenber causes the group to fail to neet the
requi renents of section 5(a). Wthin 15 days of the notice of
wi t hdrawal or decision to expel, the fund shall advise the
departnment of its plan to bring the group into conpliance with
section 5. If the group does not neet the requirenment, the
departnment shall inmediately review the financial stability of
the fund and shall have the authority to revoke its permt if
the ability of the fund to assure paynent of benefits under the
Workers' Conpensation Act or this act is jeopardi zed.

Section 10. Dividends.

Any fund may return to its participants dividends if approved

by a nenber of the Anerican Acadeny of Actuaries. D vidends

shall not be returned if the paynent of such divi dends woul d
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inmpair the fund's ability to neet its obligations under the
Workers' Conpensation Act or this act, nor shall dividends be
returned prior to the beginning of the 13th nonth follow ng the
expiration of the preceding permt year. The initial dividend
paynent for any permt year shall not exceed 30% of the surplus
avai l abl e for the applicable permt year. The fund may, however,
seek annual approval for paynent of dividends fromthe surplus
remai ning fromany permt year which has been conpleted for at

| east 25 nonths or |onger and may include such dividend paynents
with initial dividend paynents fromthe preceding permt year.
Section 11. Supplenental assessnents.

Every fund approved by the departnent under this act shal
assess upon its nenbers an additional paynent whenever needed,
in order to supplenent the reserves of its fund to assure
paynent of benefits under the Wirkers' Conpensation Act or this
act .

Section 12. dCassifications.

Each fund shall request classifications for its participants
fromthe Pennsyl vani a Conpensati on Rating Bureau and shal
utilize those classifications in making assessnents.

Section 13. Investnents.

Each fund may invest any surplus noneys not needed for
current obligations in United States CGovernnent Cbligations,
United States Treasury Notes, investnment share accounts in any
savi ngs and | oan associ ati on whose deposits are insured by a
Federal agency and Certificates of Deposit issued by a duly
chartered commercial bank. Deposits in savings and | oan
associ ati ons and commerci al banks shall be limted to
institutions in the Cormonweal th and shall not exceed the

Federal ly i nsured anmobunt in any one account. |nvestnents nmay
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al so be made in any permtted investnents of capital or surplus
of stock casualty insurance conpanies set forth in section 602
or 603 of the act of May 17, 1921 (P.L.682, No.284), known as
"The I nsurance Conpany Law of 1921," as may be authorized by
regul ati on approved by the conm ssioner.
Section 14. Excess insurance.

(a) Funds approved under this act shall purchase excess
i nsurance by reason of any single accident or any single
occurrence as provided in section 653 of the act of May 17, 1921
(P.L.682, No.284), known as "The Insurance Conpany Law of 1921,"
and aggregate excess insurance. The departnment may in accordance
with section 5(a)(3) waive the requirenent for either single
acci dent (single occurrence) or aggregate excess insurance, but
may not wai ve the requirenment for both single accident (single
occurrence) and aggregate excess insurance.

(b) A policy of insurance by an insurance carrier may
i ncl ude provisions for aggregate excess insurance in addition to
the single accident (single occurrence) excess insurance which
i s authorized under said section 653.
Section 15. Annual reports.

An annual report shall be prepared by each fund, filed with
t he departnent, and nmade avail able to each participating
enpl oyer. The information contained in the annual report shal
include for each nmenber of the fund and the fund itself:

(1) Sunmary | oss reports.

(2) An annual statenent of the financial condition of
the fund prepared by a certified public accountant and
performed in accordance with generally accepted accounting
pri nci pl es.

(3) Reports of outstanding liabilities show ng the
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nunber of clains, anmounts paid to date and current reserves

as certified by a nmenber of the American Acadeny of

Act uari es.

(4) Such other information as required by regul ation of

t he departnent.

Section 16. Rules and regul ati ons.

The departnent is hereby authorized to issue in accordance
with the act of July 31, 1968 (P.L.769, No.240), referred to as
t he Comonweal t h Docunents Law such rul es and regul ati ons whi ch
are required for the adm nistration of this act.

Section 17. Legislative review of rules and regul ati ons.

(a) \Whenever the departnment proposes rules or regul ations or
anmendnents thereto pursuant to this act and before the
department adopts finally any such rules or regulations or
anmendnents thereto pursuant to the Comonweal t h Docunents Law,

t he departnent shall submt such rules or regulations or
anmendnents thereto to the CGeneral Assenbly pursuant to the
provi sions of this section.

(b) The department shall transmit such proposed rul es or
regul ati ons or anendnents thereto to the Speaker of the House of
Representatives and to the President pro tenpore of the Senate
who shall authorize and direct an appropriate conmttee to
review the proposals. Either conmttee may within 30 cal endar
days or five legislative days, whichever is later, recomend
di sapproval of the proposed rules or regul ations or amendnents
thereto to the General Assenbly. Subsequent to a recomendati on
for disapproval by either commttee, the General Assenbly may by
concurrent resolution, within 30 cal endar days or five
| egi sl ati ve days, whichever is |ater, disapprove the proposed

rul es, regul ations or anendnents thereto.
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1 (c) Any rule or regulation or anmendnent thereto not

2 disapproved by the General Assenbly within the allotted tinme nmay
3 be finally adopted by the departnment pursuant to the

4 Commonweal th Docunents Law. Any rule or regul ation or anendnent
5 thereto which has not been submtted to the General Assenbly

6 pursuant to this section or which has been di sapproved shall be
7 null and void and w thout effect.

8 Section 18. Repeals.

9 Al'l acts and parts of acts are repeal ed insofar as they are
10 inconsistent herewth.
11 Section 19. Effective date.
12 This act shall take effect in 60 days.
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