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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2894 %%

I NTRODUCED BY LAUGHLI N, NOVEMBER 25, 1986

REFERRED TO COW TTEE ON LABOR RELATI ONS, NOVEMBER 25, 1986
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AN ACT
Establishing a fund to provide security for paynment of worknen's
conpensati on and occupati onal disease benefits in the event
of the insolvency of self-insured enployers; and providing
for adm nistration of the fund.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Wrknen's
Conpensation Sel f-1nsurance Security Fund Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Departnment."” The Departnent of Labor and Industry of the
Commonweal t h.

"Fund." The Workmen's Conpensation Sel f-1nsurance Security
Fund created by section 3.

"Qccupational Disease Act." The act of June 21, 1939
(P.L.566, No.284), known as The Pennsyl vani a Cccupati onal
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Di sease Act.

"Secretary."” The Secretary of Labor and |Industry of the
Commonweal t h.

"Wor knen' s Conpensation Act." The act of June 2, 1915
(P.L.736, No.338), known as The Pennsyl vani a Wrknen's
Conpensati on Act.

Section 3. Fund for insuring paynents by self-insurers.

There is hereby created a fund, to be known as the Wrknen's
Conpensation Sel f-1nsurance Security Fund, for the purpose of
assuring to persons entitled thereto the conpensation provided
by the Worknmen's Conpensation Act or the Cccupational Disease
Act for enploynment with enpl oyers who are sel f-insured pursuant
to section 305 of the Wirknen's Conpensation Act and section 305
of the Qccupational D sease Act.

Section 4. Assessnents on self-insurers.

For the privilege of doing business in this Conmonwealth,
every enpl oyer desiring to be self-insured under section 305 of
t he Worknen's Conpensation Act or section 305 of the
Cccupational Disease Act shall, as a condition of receiving any
such exenption, pay into the fund an anmobunt annually assessed by
t he departnent. The anpbunt so assessed shall be in accordance
with a fornmula established by the departnent, which formula
shall equitably take into account the enployer's prior worknen's
conpensati on and occupati onal disease |oss and paynent
experience, as well as the enployer's total nunmber of enpl oyees
in this Commonweal th and the conpensation of such enpl oyees. The
fund shall initially be established at a | evel of $20, 000, 000,
and thereafter the fund bal ance shall be adjusted according to
the | oss and paynent experience incurred.

Section 5. Rules and regul ations.
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The secretary shall have the power to pronul gate rul es and
regul ati ons necessary for the proper establishment and
adm nistration of the fund, including the articulation of a
specific formula for the determi nation of annual assessnents in
accordance with the guidelines stated in section 4.

Section 6. Failure of enployer to provide information or nake
paynent s.

If any self-insurer fails to provide any information or make
any paynment required by this act, or if the secretary has cause
to believe that any information filed is false or inaccurate in
any particular, or that any paynment nade is incorrect, he shal
have full authority to exam ne all the books and records of the
enpl oyer for the purpose of ascertaining the facts, and shal
determ ne the correct anount to be paid, and nay proceed in any
court of conpetent jurisdiction to recover for the benefit of
the fund any suns shown to be due upon such exam nation and
determ nation. Any enpl oyer which fails to nmake any statenent as
required by this act, or to pay any contribution when due, shal
thereby forfeit to the fund a penalty of 5% of the anount of
unpai d assessnent determ ned to be due, as provided by this act,
pl us 1% of such anmount for each nonth of delay, or fraction
thereof, after the expiration of the first nonth of such del ay.
Section 7. Custody and managenent of fund.

The fund created by this act shall be separate and apart from
all other Commonweal th noneys. The State Treasurer shall be the
custodi an of the fund, and all disbursenents fromthe fund shal
be made by the State Treasurer upon vouchers signed by the
secretary, as hereinafter provided. The noneys of the fund may
be invested by the State Treasurer and secretary only in bonds

and securities which are the direct obligations of, or which are
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guaranteed as to principal and interest by, the United States or

of the Commonweal th. The State Treasurer and secretary may sel

any of the securities in which the fund is invested, if

advi sable for its proper adm nistration or in the best interest

of the fund, and all earnings fromthe investnent of the fund

shall be credited to the fund.

Section 8. Paynent of clains against insolvent self-insurers;
recovery agai nst insolvent self-insurers.

(a) Application.--A valid claimfor conpensation, or
install ments thereof, heretofore or hereafter nmade pursuant to
t he Worknen's Conpensation Act, which has remained or shal
remai n due and unpaid for 60 days by reason of default, after
the effective date of this act, by insolvent self-insurers,
shall be paid fromthe fund in the manner provided in this act.
Any person in interest may file with the secretary an
application for paynment of conpensation fromthe fund on a form
to be prescribed and furnished by the secretary. A certified
copy of the award nust acconpany the application. The secretary
shall thereupon certify to the State Treasurer such award for
paynent according to the terns of the sane, whereupon paynent
shall be made by the State Treasurer, on warrant of the Auditor
CGeneral and on requisition of the secretary.

(b) No right of recovery.--Paynent of an award fromthe fund
shall not give the secretary any right of recovery against the
enpl oyer.

(c) Paynment by enpl oyer.--An enployer may pay an award or a
part thereof in advance of paynment fromthe fund and shal
t her eupon be subrogated to the rights of the enpl oyee or other
party in interest against such fund to the extent of the anmount

so paid.
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(d) Recovery.--The secretary shall be entitled to recover
the sumof all liabilities of such insolvent self-insurer
assunmed by the fund from such self-insurer, its receiver
liquidator, rehabilitator, conservator or trustee in bankruptcy,
and all others, except enployers, l|iable under any of the terns
of the Worknmen's Conpensation Act or COccupational Di sease Act,
and may prosecute an action or other proceedings therefor. Al
noneys recovered in any such action or proceedi ngs shal
forthwith be placed to the credit of the fund which has assuned
such liability by the State Treasurer, to reinburse the fund
whi ch has assumed such liability, to the extent of the nobneys so
recovered and paid. If and when all liabilities of all self-
insurers for workmen's conpensation or occupational disease
| osses in this Coomonweal th shall have been fully Iiquidated,

di stribution shall be made to all contributing self-insurers of
t he remai ni ng bal ance of such fund, provided that an insol vent
self-insurer shall be entitled to share in the said distribution
of the fund only to the extent that its distributive share of
said fund is in excess of any | osses paid out of said fund for
its account by the State Treasurer, in accordance with the terns
of this act.
Section 9. Notice of pending clains against insolvent self-

i nsurers.

After the effective date of this act, upon any self-insurer
becom ng insolvent, the secretary shall so notify the Wrknen's
Conpensati on Appeal Board, which shall inmediately advise the
secretary of the follow ng:

(1) Al clains for conpensation pending or thereafter
made agai nst every such insolvent self-insurer.

(2) Al unpaid or continuing awards nmade upon clains for
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conpensation prior to or after the date of such notice from

the secretary.

(3) Al appeals fromor applications for nodification,
resci ssion or review of such awards.
Section 10. Expenses of adm nistration.

The expenses of administering the fund shall be paid out of
the fund. The secretary shall serve as adm nistrator of the fund
wi t hout additional remuneration, but nmay be allowed and paid,
fromthe fund, expenses incurred in the performance of his
duties in connection with the fund. The conpensati on of persons
enpl oyed by the secretary, for the purposes of this act, in
connection with the fund shall be deenmed adm ni stration expenses
payabl e out of the fund. The secretary shall include in his
regul ar report to the Governor a statenent of the expenses of
adm nistering the fund during the period covered by such report.
Section 11. Interim emergency assessnents; annual assessnents.

(a) Enmergency interimassessnent.--Imediately upon the
effective date of this act, interimenmergency assessnents shal
be | evi ed agai nst every self-insured enpl oyer who is exenpted
from worknmen's conpensation i nsurance coverage under section 305
of the Workmen's Conpensation Act or under section 305 of the
Cccupational Disease Act. The assessnents shall be according to
the formula provided for under section 4, so that an initial
fund of $10, 000,000 is raised for purposes of inmediately paying
any worknmen's conpensation clains or occupational disease clains
presently defaul ted upon by any insolvent self-insurer.

(b) Annual assessnents.--After the emergency interim
assessnments, annual assessnents shall be made by the secretary
in accordance with sections 4 and 5, scaled so that after the

first annual assessnents, a fund of $20, 000,000 is avail able at
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all times to nmeet any defaults by self-insured enployers. The
annual assessnents shall be payable at the sane tinme each year
on a date established by the secretary.

Section 12. Ef fecti ve date.
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This act shall take effect inmediately.

K21L77KG 19860H2894B4216 - 6 -



