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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1278 %%

| NTRODUCED BY ARMSTRONG, BELAN, LAVALLE, MOVERY, WENCGER,
TARTAGLI ONE, KASUNI C, MADI GAN, THOWPSON, DELP AND JUBELI RER,
FEBRUARY 2, 1998

REFERRED TO LABOR AND | NDUSTRY, FEBRUARY 2, 1998
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AN ACT

Amendi ng the act of June 2, 1915 (P.L.736, No.338), entitled, as
reenact ed and anmended, "An act defining the liability of an
enpl oyer to pay danmages for injuries received by an enpl oye
in the course of enploynent; establishing an elective
schedul e of conpensation; providing procedure for the
determ nation of liability and conpensati on thereunder; and
prescribing penalties,” providing for paynents of benefits to
certain claimnts who are not covered by the Sel f-1nsurance
Guaranty Fund; establishing rights and obligations of the
Department of Labor and Industry relating to such paynents;
providing for restriction on the amount of such benefits that
may be paid; and maki ng an appropriation.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The act of June 2, 1915 (P.L.736, No.338), known
as the Wrkers' Conpensation Act, reenacted and anended June 21,
1939 (P.L.520, No.281), is anmended by adding a section to read:

Section 451. (a) The term "defaulted self-insured

enpl oyer," when used in this article, shall nean an enpl oyer

exenpted by the Departnent of Labor and I ndustry fromthe

requi renent to insure its liability under section 305 of this

act or section 305 of the act of June 21, 1939 (P.L. 566,




No. 284), known as "The Pennsyl vani a Occupati onal D sease Act,"

for clains on injuries or exposures to the hazard of di sease

whi ch occurred prior to October 30, 1993, and which has fail ed

to pay that liability due to its financial inability or due to

i nsol vent.

The term "fiscal year," when used in this article, shall nean

the fiscal year of the Commonweal th of Pennsyl vani a.
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The term "prequaranty fund claimant," when used in this

10 article, shall nean an enpl oye or a dependent of an enpl oye of a

11 defaulted self-insured enployer who is entitled to benefits

12 wunder this act or the act of June 21, 1939 (P.L.566, No.284),

13 known as "The Pennsyl vani a Cccupati onal D sease Act," as the

14 result of an injury or exposure to hazard of di sease whi ch

15 occurred prior to October 30, 1993, the effective date for

16 coverage by the Self-I|nsurance Guaranty Fund.

17 The term "security," when used in this article, shall nean

18 surety bonds, cash, neqoti able securities of the United States

19 or the Commbnwealth or letters of credit posted by a defaulted

20 self-insured enpl oyer to guaranty the paynent of its workers

21 conpensation liability.

22 The term " Sel f-1nsurance Guaranty Fund," when used in this

23 article shall nean the special fund established in section 902.

24 The term "Wrknen's Conpensati on Adnini strati on Fund," when

25 used in this article, shall nean the special fund established in

26 section 446.

27 (b) Moneys frominvestnent i nconme of the Worknen's

28 Conpensation Admini strati on Fund shall be used to pay benefits

29 under sections 306(a), (b), (c) and (f.1) and 307 for | oss of

30 wages occurring or nedical treatnent provided after the
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effective date of this section to a preguaranty fund cl ai mant

after the security posted by the defaulted sel f-i nsured enpl oyer

liable for the benefits has been exhausted, Provided:

(1) That the benefits are payabl e under an award from a

petition or a notice of conpensati on payable or agreenent for

conpensati on which was filed with the departnent prior to

January 1, 1996;

(2) That such investnent i ncone of the Wirknen's

Conpensati on Adm ni strati on Fund shall not be used to pay

interest, penalties or attorney fees related to the paynent of

such benefits; and

(3) further Provided That such i nvestnent i ncone of the

Wor knmen' s Conpensati on Admi ni strati on Fund shall only pay

benefits relating to nedical treatnent under section 306(f.1)

whi ch are not covered by other types of insurance or Federal,

State or private benefit prograns.

(c) When paynents are nade frominvestnent i ncone of the

VWor knmen' s Conpensati on Admini strati on Fund under this section,

t he departnment assunes the rights and obligati ons of the

defaul ted sel f-insured enpl oyer under this act and "The

Pennsyl vani a OQccupati onal Di sease Act" with reqgard to the

paynent of conpensati on. The departnment shall have the right to:

(1) Initiate and prosecute | egal acti on agai nst the

defaul ted sel f-insured enpl oyer to require the paynent of

conpensati on under this act or "The Pennsyl vani a Occupati onal

D sease Act."

(2) Obtain, in any manner or by the use of any process or

procedure, including, but not limted to, the commencenent and

prosecuti on of | egal action, reinbursenent froma defaulted

sel f-insured enpl oyer and its successors, assigns and estate al
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nmoneys paid frominvestnent i ncone of the Worknen's Conpensati on

Admi ni stration Fund to the prequaranty fund cl ai nants,

i ncluding, but not linmted to, reinbursenent for al

conpensation paid as well as reasonable adm nistrati ve and | egal

costs associated with such paynent.

(d) Total paynents nmade from i nvestnent i ncone of the

Wor knen' s Conpensati on Admi ni strati on Fund pursuant to this

section in any fiscal year shall not exceed the total investnent

i ncone earned by the Whrknen's Conpensati on Adnmi ni strati on Fund

in the prior fiscal year. After paynents nade from i nvest nent

i ncone of the Whrkmen's Conpensati on Administration Fund i n any

fiscal year equal the total investnent inconme earned by the

Wor knmen' s Conpensati on Administration Fund in the prior fiscal

vear, benefits paynents pursuant to this section shall resune

only for | oss of wages occurring or nedical treatnent provided

after the begi nning of the next fiscal year.

(e) |If the departnment projects that total paynents nmade from

i nvestnent i ncone of the Worknen's Conpensati on Adm ni strati on

Fund during a fiscal year pursuant to this secti on may exceed

the total investnent i ncone earned by the Wrknen's Conpensati on

Admi ni stration Fund in the prior fiscal year, the secretary nay

order the paynment of benefits under sections 306(a), (b) and (c)

and 307 at a percentage of the full anpbunts payabl e under this

act. That percentage shall be uniformly applied to all benefits

under those sections paid during the fiscal year. The secretary

may adj ust that percentage fromtinme to tine as i S necessary

based on updated projecti ons on paynent of benefits.

(f) Paynents frominvestnent i ncome of the Worknen's

Conpensati on Admi ni strati on Fund for conpensati on paynents under

this section shall not cause an increase to the anpunt assessed
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agai nst insurers and self-insurers under section 446(b).

(g) Moneys frominvestnent i nconme of the Worknen's

Conpensati on Admi ni strati on Fund are hereby specifically

appropriated in such anbunts as are necessary on a conti nui ng

basis to the departnent for the purposes of this section. The

secretary shall have the power to di spense and di sburse npbneys

frominvestnent i ncone of the Wirknen's Conpensati on

Adm ni strati on Fund for conpensati on paynents under this
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Section 2. This act shall take effect in 60 days.
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