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A BILL FOR 

1 An Act relating to workers' health, safety, and welfare, and 
2 effecting funding for the second injury fund. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section l. Section 85.66, unnumbered paragraph l, Code 

2 1989, is amended to read as follows: 

3 When the total amount of the payments provided for in the 

4 preceding section, together with accumulated interest and 

5 earnings, equals or exceeds £~ve-h~ndred-the~sand one million 

6 dollars no further contributions to the fund shall be 

7 required; but when, thereafter, the amount of the sum is 

8 reduced below three five hundred thousand dollars by reason of 

9 payments made to employees pursuant to this division, 

10 contributions shall be resumed and shall continue until the 

11 sum, together with accumulated interest and earnings, again 

12 amounts to £fve-h~nd~ed-tho~sand one million dollars. The 

13 treasurer of state shall determine when contributions shall be 

14 made to the fund and when they shall be suspended and may 

15 enforce the collection of contributions. 

16 EXPLANATION 

17 This bill increases the minimum and maximum dollar amount 

18 limitation mechanisms for the workers' compensation second 

19 injury fund. The fund provides financial assurance for 

20 injuries to workers related to a prior injury and is intended 

21 to prevent employer discrimination against workers with prior 

22 injuries or handicaps. The fund is financed by contributions 

23 to the ~und whenever a workers' compensation death benefit is 

24 paid, except that currently payments are not required if the 

25 fund balance exceeds $500,000. If the fund balance falls 

26 below $250,000, currently, mandatory contributions are again 

27 required whe~ a death benefit is paid. This bill increases 

28 the triggering of contributions from $250,000 to $500,000, and 

29 increases the cap from $500,000 to $1,000,000. 
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-·--. --- --------·--------· .. ------ -·-------------
A fiscal 00te for Senate File 2187 is hereby submitted pursuant to Joint Rule 
17~ Data used in developing this fiscal no~c is available from the Legislative 
~1scal Bureau to member~ of the Legislature upon request-

··--·----·---
Senate rite 2i87 c~ang~s the amount the Treasurer maintains in the Second 
fnjury Fund. The Second Injury Compensation Act was established i~ the 1960's 
to r~mov~ the financial disincentive from empLoyers to hire wuckers with 

disabilities. The fund supplements benefits to these people who are ~n.iured on 
t.he JOb a second time or . ...,.he hecome permanently disabled by a second inj~ry. 
The fund is financed by one-time payments made by employers, o~ their insu~ers, 
who have an employee killed on the job. The !reasurer col~ects the 
contributions from empioyers Yhen che Fund falls beloY $300,000 and ceas8s 
ccl!.e~tion when the Fund exceeds $500,000. 

SenaLe File 2i87 increases the fund's floor from $300,000 to $500,000 and its 
c~iltn?, !rom S500,000 '.o Sl,OOO,OOO. This chilnge t•; rntended to reduce Lhe 

likellh~)ud 1)( :;he Fund beir.g exhausted by tJne or a lew Large claims. 

ASSUHPTimiS: 

·~· 0: '• 

2. 
3-

·~·h~ Treasurer wi 11 tnvest 
7.:4 retur~ (which is ~he 
for pooled money). 

the money in the Second Injury Fund and rece1vc 
average rate of return for the last three years 

the Fund will payout $200,000 annually over the next f~w years. 
1"hc fund Wlll reach sr,ooo,ooo by the end of FY 1991 and the average 
ba~ance ln the fund for FY 1991 Yilt be $750,000; the average balance will 
be $900,000 in FY :992. 

4. The interest earned in FY 1991 will be 553.250 and $63,900 in FY 1992. 
5. The average fund balance is be $400,000 under the current law. 
6. The interest ear~ed under che current iaw is be $23~qoo~ 
'· The increased interest earned on the Second Injury Fund under the ne~ law 

~ill be $24,850 in FY 1991 and $35,500 in FY 1992. 

FISCAL F.FfE:CT: 

This chance has no anticipated fiscal impact upon the General Fund. 
Contributions are not made by the State, and the Second [njury Compensation Act 
does no~ lndicate that the State is liable for a shor~fa~l in the Second In)u~y 
Fund. 

Empicyer5, or their insurer5, uil~ bear ~he costs oi ~ncreasing the floor and 
ceilir.g by contir.uing tc make contributions until t~e fu~d reaches s:,OOO.OOO 
rather ch~n stopping when it reaches $500,000. There will be a one-time cos~ 
Ci approximately $500,000 to Iowa employers, or their insurers, plus $200,000 
fer fY 1991 benefits costs to reach the new ceiling. Futur~ costs wil~ 

4~~ease by however much the size of the ctaims increase. These costs wiil be 
\~et by additional interest earned; the increased interest will be 
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approxim8t~ly $24,850 for fY 1991 8nd $35,500 for FY l992. 

The risk that the fund wiil be 8Xhausted and that 
their benefits wiiL be redt;ced. 

Sourc~: Office of the T~easurer 

I . c.a1mant.s 

?age 10 

will not receive 
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1 An Act relating to workers' health, safety, and welfare, by 

2 providing funding for the second injury fund and providing 

3 applicability and effective dates . 
4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. 

1 Section 1. Section 85.65, Code Supplement 1989, is amended 

2 by striKing the section and inserting in lieu thereof the 

3 following: 

4 85.65 PAYMENTS TO THE SECOND INJURY FUND -- ASSESSMENT 

5 BASED ON PR£~IUM DOLLARS PAID OR SELF-INSURANCE COSTS. 

6 1. For the purpose of providing for revenue for the second 

7 injury fund, every authorized self-insurer approved by the 

8 commissioner of insurance pursuant to section 87.11, every 

9 policyholder of an authorized self-insurance group approved by 

10 the commissioner pursuant to section 87.4, and every workers' 

ll compensation policyholder of a plan or policy insured pursuant 

12 to this chapter or rules adopted pursuant to this chapter, 

13 shall be liable for payment of an annual surcharge in 

14 accordance with this section. The annual surcharge shall 

15 apply to all workers' compensation insurance policies and 

16 self-insurance coverages which are written or renewed on or 

17 after July 1, 1991, including the state of Iowa coverages, 

18 including any coverages for its departments, divisions, 

19 agencies, commissions, and boards, or any political 

20 subdivision coverages which are self-insured or held out to be 

21 in any part self-insured. The surcharge shall not apply to 

22 any reinsurance or retrocessional transaction under section 

23 520.4 or 520.9. 

24 2. On June l, 1991, and each year thereafter, the 

25 treasurer of state shall estimate the amount of benefits and 

26 administrative expenses payable from the second injury fund 

27 during the ensuing calendar year, and shall calculate the 

28 total amount of the annual surcharge to be imposed during the 

29 ensuing calendar year upon all workers' compensation 

30 policyholders and authorized self-insurers based upon premiums 

31 paid or deposits required in the previous year as reported by 

32 the commissioner of insurance. The amount of the annual 

33 surcharge to be imposed upon all policyholders and self-

34 insurers shall equal the moneys estimated by the treasurer of 

35 state to be payable from the second injury fund during the 
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calendar year for which the annual surcharge is to be imposed, 

except that the surcharge shall not exceed three percent of 

the policyholder's or authorized self-insurer's workers' 
compensation required deposits, premiums paid or due, or 

assessments paid or due a self-insurance group, and provided 
that a minimum annual surcharge of ten dollars per 

policyholder or authorized self-insurer shall be paid. The 

surcharge shall be collected from policyholders by each 

9 insurer at the same time and in the same manner that a premium 

10 is collected, but an insurance carrier or its agent shall not 

11 be entitled to any portion of the surcharge as a fee or 

12 commission for its collection. The surcharge is not subject 

13 to any taxes, licenses, or fees. 

14 3. All surcharge amounts imposed by this section shall be 

15 

16 

17 
18 

19 

20 

21 

paid to the Iowa department of revenue and finance and shall 

be deposited to the credit of the second injury fund. 

4. Such surcharge amounts shall be paid annually by 

insurers and self-insurers. Insurers shall pay the amounts 

not later than the thirtieth day of the month following the 

end of the year in which the amount is received from 

policyholders. For purposes of the second injury fund 

22 surcharge, "insurer" includes a self-insurance group approved 

23 by the commissioner of insurance pursuant to section 87.4. An 
24 authorized self-insurer approved by the commissioner pursuant 

25 to section 87.11 shall pay the surcharge not later than July 
26 30 of the year in which the surcharge is imposed. 

27 5. If a policyholder or self-insurer fails to make payment 

28 of the surcharge or an insurer fails to make timely transfer 

29 to the department of revenue and finance of surcharges 

30 actually collected from policyholders, as required by this 

31 section, a penalty of fifteen percent of the surcharge unpaid, 

32 or untransferred, shall be assessed against the liable 

33 policyholder, self-insurer, or insurer. Penalties assessed 
34 under this subsection shall be collected in a civil action by 

35 a summary proceeding brought by the department of revenue and 
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s.F. H.F. 

1 finance on behalf of the fund. 
2 Sec. 2. NEW SECTION. 85.65A CARRIERS WITHDRAWING FROM 

3 STATE LIABLE FOR SURCHARGE IMPOSED -- DEPARTMENT OF REVENUE 
4 AND FINANCE EMPOWERED TO COLLECT. 

5 If an insurance carrier withdraws from doing business in 
6 this state before the tax becomes due according to section 

7 85.65, or fails or neglects to pay the surcharge imposed, the 

8 department of revenue and finance shall at once proceed to 

9 collect the surcharge, and the department may employ such 

10 legal process as may be necessary for that purpose and when so 

11 collected the department shall pay the surcharge into the 

12 second injury fund. The suit may be brought by the department 

13 of revenue and finance, in any court of this state having 

14 jurisdiction, and reasonable attorney's fees may be taxed as 

15 costs in the suit. 

16 Sec. 3. NEW SECTION. 85.65B DELINQUENT SURCHARGE, 

17 INTEREST, RATE -- OVERPAYMENT OF SURCHARGE, CREDIT. 

18 1. If the surcharge imposed by section 85.65 is not paid 

19 or transferred when due, the policyholder, self-insurer, or 

20 insurer responsible for the failure shall be required to pay, 

21 as part of the surcharge, interest on the surcharge at the 

22 rate of one and one-half percent per month for each month or 

23 fraction of a month delinquent. If the state prevails in any 
24 dispute concerning an assessment of surcharge which has not 

25 been paid or transferred, interest shall be paid upon the 

26 amount found due to the state at the rate of one and one-half 

27 percent per month for each month or fraction of a month 
28 delinquent. 

29 2. An insurer is not liable for a surcharge which is not 

30 paid to the insurer by the policyholder provided the insurer 

31 has made good faith efforts to collect the surcharge from the 
32 policyholder. An insurer shall report a policyholder who 

33 fails to pay a surcharge within thirty days of its due date to 
34 the department of revenue and finance. 

35 3. In any legal contest concerning the amount of the 
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l surcharge imposed under section 85.65 for a calendar year, the 
2 quarterly installments for the following year shall continue 

3 to be made based upon the amount assessed by the director of 
4 revenue and finance. If after the end of any year, the amount 

5 of the actual surcharge due is less than the total amount of 
6 the installments actually paid, the excess amount paid shall 

~ be credited against the tax for the following year and 
8 deducted from the quarterly installment otherwise due on June 

9 l. 

10 Sec. 4. Section 85.66, unnumbered paragraph 1, Code 1989, 

11 is amended to read as follows: 
12 When the total amount of the payments provided for in the 

13 preceding section, together with accumulated interest and 

14 earnings, equals or exceeds f~~e-hH~d~ee-~ho~sa~d two million 

15 dollars ne-ftt~~he~-eon~~ibH~ions-~o surcharge assessments for 
16 the fund shall be ~eqtt~~ee suspended commencing with the next 
17 quarter; but when, thereafter, the amount of the sum is 
18 reduced below th~ee-httnd~ed-theHsane one million dollars by 
19 reason of payments made to employees pursuant to this 
20 division, eont~ibtttie~s surcharge assessments shall be resumed 

21 commencing with the next quarter and shall continue until the 

22 sum, together with accumulated interest and earnings, again 

23 amounts to fi~e-httnd~ed-thoHsand two million dollars. The 
24 treasurer of state shall determine when eent~~btttio~s 

25 surcharge assessments shall be made te for the fund and when 
26 they shall be suspended and the treasurer of state or the 
27 department of revenue and finance may enforce the collection 
28 of eo"~~±btttio"s the surcharge. 
29 Sec. 5. NEW SECTION. 85.68A EXPENSES OF ADMINISTRATION 
30 PAYABLE FROM FUND. 

31 The expenses incurred by the treasurer of state, the 
32 attorney general, or the department of revenue and finance, in 

33 connection with the second injury fund, are chargeable to the 
34 second injury fund and may be made paid from the fund. The 

~35 treasurer of state may enter into one or more agreements 
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1 authorized under chapter 28£ with the department of revenue 

2 and finance and the attorney general to provide compensation 

3 for the administrative functions provided by those departments 

4 in connection with the fund. 

5 Sec. 6. NEW SECTION. 85.688 RULES. 
6 The treasurer of state may adopt rules, pursuant to chapter 

7 l7A, as necessary and convenient to administer the second 

8 injury fund and enforce the second injury fund surcharge 

9 assessments. 
10 EXPLANATION 

ll Sections 1 through 3 change the funding mechanism for the 

12 workers' compensation second injury fund and provide 

13 procedural and enforcement authority for collecting the newly 

14 imposed surcharge. Currently the second injury fund is 

15 financed by a payment to the fund from each death benefit paid 

16 under the workers' compensation system. The bill replaces the 

17 assessment upon death benefits paid with a surcharge or 

18 assessment based upon premium dollars or self-insurance costs. 

19 Section 4 increases the minimum and maximum cap for the 

20 fund's balance and makes conforming changes with sections 1 

21 through 3. 
22 Section 5 allows administrative expenses incurred in 

23 connection with the fund to be paid from the second injury 

24 fund rather than the general fund. 

25 Section 6 authorizes the treasurer of state to adopt 

26 administrative rules regarding the second injury fund and 

27 surcharges. 
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SENATE fii..!: 2187 

AN ACT 

~f.LA1'ING ?0 WO~KERS' Hl':ALTH, SM'ETY, AND 'tlfo:Lf',\RE, AND 

f.FPECTINC; f"UNDI~G f'OR THF: SF.COl'>.'O IN .. ~URY fUND. 

BZ: [T 2~ACTF.O BY THE GJ.:NERAL ASSt:~RLi." 01-" Tilt: S'i"'A'fE 01" IC'riA: 

SPction 1. Section 85.66, unm1mbered paragraph 1, Code 

1989, is a~ended to reaoi as follows: 

When the total arrount of the pay:Tients provided for in the 

preceding section, together with accumulated i~terest ~r.d 

earrHngs, equals or exceeds fi•e ·hanri:-~d··tho".•utnd <?=!!.. :n!._!_l i._Q_n 

dollars no further contributions to the fund shall be 

requic~d: but wncn, thereafter, the amo;Jnt of th(~ sum ts 

reduced be~ .. y.,. t:hr~~ !~Y.£ hundn~d thou!;ctnd CollJ.rs by c~ason of 

paymcnta. made to employees pur:>u,lnt to '::his diviaion, 

contributions shall be resum•~d and sh<i.ll .:ont.inue :.~nt.il th~ 

sun1, together with accunul.ated intl)rest and "arninqs, aqain 

ar--.ounts to f:hr~-MnndT~d-thot:1!'!~1"1d 9.~~-!:'.i.)_!.i_on dollars. The 

- • Senate file 218'/, p. 2 

trrasurer of sta~e ~hall d~t~rm:ne wMPn contributions shall oe 
made to t:ht~ fund ar.d when tht~y shall b~ susp~nd~d .1nd may 

~~force the collection c>f contributions . 

• JO A~N i! I.".M~:;ntAN 

President of ~n0 S('nate 

DONAU) D. AVF.~SON 

Sp~a~Pr of the! Hous~ 

I hereby c~rti[y that thi~ bill oriqinated in the S~nate a~d 

1s known as Senate file 2187, Seventy-third General Asse~bly. 

''"'~~z? 
?ERR'i E. BRANSTAD 

Governor 

1990 

,JOHN F'. 01-.'Yfo;R 

Secr~tary of the Senate 

(/) .., 
N .... 
CX> 
-..j 


