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Section 1. NEW SECTION. 87A.1 PURPOSE.

1. This chapter provides a mechanism for the paymenc of
covered workers' compensation claims in order to avoid
excessive delay in payment and to avoid financial loss o
cialmants because of the insolvency or otrer lnability to pay
of a seif-insured empiloyer, to assist in the detection and
prevention of self-insured empioyer insolvencies, and to
provide an administrative mechanism and source £or funding
adninistrative expenses,

2. This chapter shall be liberally construed to effect its
purpoese.

Sec. 2. NEW SECTION. 87A.2 DEFINITIONS.

As used in thls chapter, unless =he contexi reqgulres
otherwise:

i. "Association" means the workers' compensation self-
insured empioyers guaranty association created in section
87A.5.

2. "Commisscioner" means the commisslioner of insurance.

3. "Self-insured employer" means an employer which 1is
exempted by the commissioner of insurance under section 87.11,
except those exempted under secticn 87A.5.

Sec. 3. NEW SECTION. 87A.3 GUARANTY FUND ESTABI.ISHED.

1. A workers' compensation self-insurance guaranty fund is
established in the state treasury under the cortrol of the
commissioner which shall consist of moneys paid into the fund
under this cnapter plus accrued interest. Any moneys
remaining in the fund at the end of eacn fiscal year shall not
revert to the generai fund of the state, but spall remain jn
the guaranty fund.

2. Jpon an initial order by the commissioner, self-insured
empioyers shall pay intc the guaranty fund an assessae
sum determined by the commissioner sufficient to ftund
annual anticipated administrative expenses of the sta
connection with workers' compensation self-insurance,

ircluding a reasonable reserve to administer any self-insurer
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insclivency prlor to the next annual assessuent.
3. An annual assessment 3hall ke ilmposed as nwcessary by

order c¢f the commissioner b0 mEintadin oF restcre i reserve

against claims and adminlstrative experges deened adeguatle in
the sole discretion of the commissioner.

4. An ordered agsessmert shall be paid by each seli-
insured employer based on the vproporition of that self-insured
empioyer's totai workers' compensation liability incurved in

the prior three years comparecd tc the total workers

compensatlon liabllity Incurred by all self-insured empioyers
in the prior three vyears.

5. Assegsments shall be paid to the insurance alvis:ion
within thirty days of the date of the assessment order. IFf
payment of an assesssent 13 nou made within thirsy dayvs of the
assessment order, the attorrney general may appear cn behail of
the state to ccllect the agsessment. In adaditlicn, the

foilowing notlice and hearing, way rovoke the

-

commissioner,
empioyer's certificate of release from insurance.

6. All expenses and costs lncurred by the state under
section 87.11 and this chapter, shall be reimpursed to the
ageincy incurring the expense or cost Ircm tipe guaranty fund.
Expenses or costs of the state include these incurred hy iLhe
insurance division, attorney general, treasurer of state, or
other state agency, 1n connection with the administration ot
workers' compensation self-insurance or the guaranty fund
Aliowed expenses Include, but are not limited to, the costs of
processing, investigating, and paying claims from the guaranty
fund and the costs of supervising self-insured employers

Sec. 4. NEW SECTION. B7A.4 INSOLVENT SELF-INSURED
EMPLOYERS -- PAYMENT OF WORKERS' COMPENSATION LIABILITY.

1. Payment by the commissicner to a workers' compensation
claimant from the fund created in section 87A.3 may be made in
each of the following circumstances:

a. If a self-insured employer fails to pay a workers'

compensation award or judgment rendered against the employer

-2-
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and execution is levied and returned unsatisfied in whole or
in part.

b. Tf a self-insured employer files for relief under the
bankruptcy law arnd the commlssioner has reason fo belleve that
workers' compensation paymenis cdue are not belng paid.

¢c. If a seli-insured employer against whem bankruptey
proceedings are f£iled and the commissioner has reascn to
believe that workers' compensation payments due are not being
paid.

d. If a seif-insured employer is declared o be 1nsoivent
or for whom a receiver 1s appointed In a court of this state.
2. The treasurer of state shall proceed t¢ recover und

payments frcm the employer or the enployer's receiver oOr
trustee in bankruptcy, arnd may commence an action oOr
proceeding cr fille a claim for the payments made from the fund
for thne employer's liability. The attorney general shall
appear on benalf of the treasurer of state in any such action
or proceeding., All moneys recovered in the acricn or
proceeding shail be paid into the fund establisned under
sectlon 87A.3.

Sec. 5. NEW SECTION. 87A.5 GSELF-INSURED EMPLOYLRS
GUARANTY ASSOCIATION ESTABLISHRD.

1. A& workers’' compensaticn self-insured employers guaranty
assoclation is created as a nonprofit unincorporated legal
entity. All self-insured cmployers shall be members of the
asscclation. The association shall perform its function under
a plan of operation approved by the commissioner ancé shail
exercise ifs powers and duties throuch a board of directors
selected by the members., The peoard membership, the poard
size, the term of service, and the method of filling vacancies
shall all be subiect to the approval of the commissicner,

2. powers of the association uncer the plan cf operation
shall include, but are not limited to, the following:

a. The board of directors may, upon majority vote, request

the commissioner to order an examinaticn of arny member which
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the board in good faith believes may be in a financial
condition hazardous to potentiail claimants or the public.
Within thirty days of the receipt of an examination request
from the board of directors, the commissioner shall begin the
examination. The board of directors anéd its members are
exempt frem liability in cornnecticn with any request for
examination.

b. The board of directors, upon majority vote, may make
reports and recommendations to the commissioner upon any
matter germane to the solvency, liquidation, rehabilitatiocn,
or consecrvation of any member. Such a report or
recommendation, 1f 1% relates to a particular member or
insolvency, srnall not be a public record, and shall nct be
subject Lo disclosure under chapter 22.

c. The board of directors, upcn majority vote, may make
recommendations <o the commissioner for the detection and
prevention of self-insured employer insolvencies.

3. Obligations of the commissioner to the assoclation
under the plan of operation shall include, but are not limited
to, the following:

a. The commissioner shall report to the board of directors
when the commissicner has reasonable cause to pelieve that any
member may be insolvent or in a financial condition hazardous
to potential claimants or the public.

b. The commissioner shall submit any proposed cnanges to
the terms and conditions of exemptions issued under secticn
87.11 to the board of directors for review and
recommendations. Recommendations of the association are not
binding upon the commissioner.

4. The reasonable and necessary expenses of the
assoctation are compensable from the guaranty furd, subject to
an annual budget approved by the commissioner. Relmbursabie
expenses shall not include any expenses incurred in connection
with attempting to influence legislative acticn or policy.

5. The assoclation shall be subject to examination and

_4_
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regulation by the commissioner. The board of directors shall
submit, rot later than March 30, of each year, a financial
report fer the preceding calendar year in a form aporoved by
the commissicner. The commissiorer shail upcen request furnish
to the board of directors any public records of the
commissicner which wculd ald 1n the preparation of the annuai
financial report.

Sec. 6. NEW SECTION. 874.6 EXEMPTIONS FROM GUARANTY FUND
LCIABILLTY AND GUARANTY ASSOCIATION.

1. The state, a county, city, school district, or other
poilitical subdivision, is exempt from participation in or
assessment under the guaranty asscciation.

2. A public utility or telecorrmunications company subject
to rate base or price reguiation by the utilities division of
the department of ccmmerce, 1s exempt from participation 1n or
assessment under the guaranty association.

Sec. 7. NEW SoCTION. 87A.7 RECOVERY UNDER ANOTHER
GUARANTY ASSOCIATION.

A person taving a claim which may be recovered under more
than one state's guaranty fund or 1ts functional equivalent
shall seek recovery first from that person's state of
residence. &ny recovery under this chapter shall be reduced
by the amount of recovery frcem any other guaranty fund or its
functional equivalent.

Sec. 8. NEW SECTION. 87A.8 EXAMINATION REQUIRED.

The commissioner may examine oOr lnguire at any time into
the affairs of a self-insured employer. A domestic self-
insured employer, or a self-insured employer not subject to
periodic examination in its state of origin, shall be examined
at least once during each three-year period.

Sec. 9. NEW SECTION. 87A.9 OBLIGATION TO ASSIST AN
EXAMINATION -- OATHS.

When a self-insured employer 1s being examined, the
officers, employees, or agents of the employer, shall produce

for inspection all books, documents, papers, or ctner
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information concerning the affairs of the employer and sheall
otherwise assist 1n such examlnation so far as they can do so.
The commissioner, or the commissioconer's legally authorized
representative 1n charge of the examination, may administer
ocaths and take testimony bearing upon the affairs of the
employer under examination.

Sec. 10. NEW SECTION. 87A.10 SELF-INSURANCE EXAMINERS.

The commissioner shall appoint one or more self-insurance

examiners. An examiner while conducting an examinaticn,
possesses all the powers conferred upon the commissioner for
such purposes. A self-insurance examirer 1s subject to the
same powers and conditicns as imposed under sections 507.4
through 507.7.

Sec. 11. NEW SECTION., 87A.11 PAYMENT OF EXAMINATION
EXPENSES BY THE SELF-INSURED ZMPLOYER.

The commissioner, upon the completion of an examination, ot

at such regular intervals prior tc completion as the
commissioner determines, shall prepare an account of the costs
incurred in performing and preparing the report of such
examination which shall be charged to and paid by the self-
insured employer examined, and upon failure or refusal of the
self-insured employer to pay such charges, the charges may be
recovered in an action brought in the name of this state, and
the commissiconer may also revoke the employer's exemption
under section 87.11. All fees collected in connection with an
examination shall be paid into the insurance division
revolving fund.
EXPLANATION

This bill creates a workers' compensation self-insurance
guaranty fund to secure the workers' compensation liability of
self-insured employers which become insolvent or otherwise
unable to pay workers' compensation claims. The guaranty fund
would be funded by assessments against all self-insured
employers based upon their proportional share of the total

workers' compensation liabllity over the prior three years for

-5—
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Section 1. NEW SECTION. 87A.1 PURPOSE.
1. This chapter provides a mechanism for the payment of

covered workers' compensation claims in order to aveid
excessive delay in payment and to avoid financial loss to
clalmants because of the insolvency or other inability to pay
of a self-insured employer, to assist in the detection and
preventiocn of self-insured employer insclvencies, and to
provide an administrative mechanism and source for funding
administrative expenses,

2. This chapter shall be liberally construed to effect its

purpose.

Sec. 2. NEW SECTION. 87A.2 DEFINITIONS.

As used in this chapter, unless the context requires
ctherwise:

1. "Association" means the workers' compensation self-
insured employers guaranty associlation created in section
87A.5.

2. "Commissioner" means the commissioner of insurance.

3. "Self-insured employer" means an employer which is
exempted by the commissioner of insurance under section 87.11,

except those exempted under section 87A.S5.

Sec. 3. NEW SECTION. 87A.3 GUARANTY FUND ESTABLISHED.

1. A workers' compensation self-insurance guaranty fund is
established in the state treasury under the control of the
commissioner which shall consist of moneys paid into the fund
under this chapter plus accrued interest. Any moneys
remalning in the fund at the end of each fiscal year shall not
revert to the general fund of the state, but shall remain in

the guaranty fund.

2. Upon an initial order by the commissioner, self-insured
employers shall pay 1into the guaranty fund an assessment of a
sum determined by the commissioner sufficient to fund the
annual anticipated administrative expenses of the state in
connection with workers' compensation self-insurance,
including a reasonable reserve to administer any self-insurer

-1-




insolvency prior to the next annual assessment.

3. An annual assessment shall be imposed as necessary by
order of the commissioner to maintain or restore a reserve
against claims and administrative expenses deemed adequate in
the sole discretion of the commissioner.

4. An ordered assessment shall be paid by each self-
insured employer based on the proportion of that self-insured

employer's total workers' compensation liability incurred in

V- T N« IV S VO R

the prior three years compared to the total workers'
compensation liability incurred by all self-insured employers

(R
— o

in the prior three years,

5. Assessments shall be paid to the insurance division
within thirty days of the date of the assessment order. 1If
payment of an assessment is not made within thirty days of the

- 4 e
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assessment order, the attorney general may appear on behalf of

[
un

the state to cecllect the assessment. In addition, the

~
S o

commissioner, following notice and hearing, may revoke the

employer's certificate of release from insurance.
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6. All expenses and costs incurred by the state under

section 87.11 and this chapter, shall be reimbursed to the

NN
= <o

agency incurring the expense or cost from the guaranty fund.
Expenses or costs of the state include those incurred by the

[ %)
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insurance division, attorney general, treasurer of state, or
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other state agency, in connection with the administration of
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workers' compensation self-insurance or the guaranty fund.
Allowed expenses include, but are not limited to, the costs of
processing, investigating, and paying claims from the guaranty
fund and the costs of supervising self-insured employers.

Sec. 4. NEW SECTION. 87A.4 INSOLVENT SELF-INSURED
EMPLOYERS ~-- PAYMENT OF WORKERS' COMPENSATION LIABILITY.

1. Payment by the commissioner to a workers’ compensation
claimant from the fund created in section 87A.3 may be made in

O N
v o o~

W W W w
w o~ o

each of the following circumstances:
a. If a self-insured employer fails to pay a workers'
compensation award or judgment rendered against the employer

W W
[S LI -
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and execution is levied and returned unsatisfied in whole or
in part.

b. If & self-insured employer files for relief under the
bankruptcy law and the commissioner has reason to believe that
workers' compensation payments due are not being paid.

¢. If a self-insured employer against whom bankruptcy
proceedings are filed and the commissioner have reason to
believe that workers' compensation paymehts due are not being

paid.
d. TIf a self-~insured employer is declared to be insolvent
or for whom a receiver is appointed in a court of this state.

2, The treasurer of state shall proceed to recover fund
payments from the employer or the employer's receiver or
trustee in bankruptcy, and may commence an action or
proceeding or file a claim for the payments made from the fund
for the employer's liability. The attorney general shall
appear on behalf of the treasurer of state in any such action
or proceeding. All moneys recovered in the action or
proceeding shall be paid into the fund established under
section B7A.3. ‘

Sec. 5. NEW SECTION. 87A.5 SELF-INSURED EMPLOYERS
GUARANTY ASSOCIATION ESTABLISHED.

1. A workers' compensation self-insured employers guaranty
association is created as a nonprofit unincorporated legal
entity., All self-insured employers shall be members of the
association. The association shall perform its function under

a plan of operation approved by the commissioner and shall
exercise-its powers and duties through a board of directors
selected by the members. The board membership, the board
size, the term of service, and the method of £illing vacancies
shall all be subject to the approval of the commissioner.

2. Powers of the association under the plan of operation
shall include, but are not limited to, the following:

a. The board of directors may, upon majority vote, request
the commissioner tc order an examination of any member which

-3




W 0 ~J b W N

T
- o

[
F N

—
wn

16
17
18
19
20

L I S N ST S I S
W ode o b

W W W W W N N R
LoV B N I N = e R« I I« 5

the board in good faith believes may be in a financial
condition hazardous to potential claimants or the public,
Within thirty days of the receipt of an examination request
from the board of directors, the commissioner shall begiln the
examination. The board of directors and its members are
exempt from liability in connection with any request for
examination.

b. The board of directors, upoh majority vote, may make
repcrts and recommendations to the commissioner upon any
matter germane to the solvency, liquidation, rehabilitation,
or conservation of any member. Such a report or
recommendation, if it relates to a particular member or
insolvency, shall not be a public record, and shall not be
subject to disclosure under chapter 22.

c. The board of directors, upon majority vote, may make
recommendations to the commissioner for the detection and
prevention of self-insured employer inscolvencies,

3. Obligations of the commissioner to the association
under the plan of operation shall include, but are not limited
to, the following:

a. The commissioner shall report to the board of directors
when the commissioner has reasonable cause to believe that any
member may be insolvent or in a financial condition hazardous
to potential claimants or the public.

b. The commissioner shall submit any proposed changes to
the terms and conditions of exemptions issued under section
87.11 to the board of directors for review and
recommendations. Recommendations of the association are not
binding upon the commissioner.

4, The reasonable and necessary expenses of the
association are compensable from the guaranty fund, subject to
an annual budget approved by the commissioner. Reimbursable
expenses shall not include any expenses incurred in connection
with attempting to influence legislative action or policy.

S. The association shall be subject to examination and

-4-
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regulation by the commissioner, The board of directors shall .
submit, not later than March 30, of each year, a financial
report for the preceding calendar year in a form approved by
the commissioner. The commissioner shall upon request furnish
to the board of directors any public records of the
commissioner which would aid in the preparation of the annual
financial re?ort.

Sec. 6, NEW SECTION. 87A.6 EXEMPTIONS FROM GUARANTY FUND
LIABILITY AND GUARANTY ASSOCIATION.

1. The state, a county, city, school district, or other
political subdivision, is exempt from participation in or

assessment under the guaranty association.

2. A public utility or telecommunications company subject
to rate base or price regulation by the utilities division of
the department of commerce, is exempt from participation in or J
assessment under the guaranty assoclation.

Sec, 7. NEW SECTION. 87A,7 RECOVERY UNDER ANCTHER |
GUARANTY ASSOCIATION. .

A person having a claim which may be recovered under more

than one state's guaranty fund or its functional eguivalent
shall seek reccvery first from that person's state of
residence. Any recovery under this chapter shall be reduced
by the amount of recovery from any other guaranty fund or its
functiocnal equivalent.

Sec. 8. NEwW SECTION, 87A.8 EXAMINATION REQUIRED.

The commissioner may examine or inguire at any time into
the affairs of a self-insured employer. A domestic self-
insured employer, or a self-insured employer not subject to
periodic examination in its state of origin, shall be examined

at least once during each three-year period.
Sec. 9. NEW SECTION. 87A.9 OBLIGATION TO ASSIST AN
EXAMINATION -~ OATEHS.
When a self-insured employer is being examined, the
officers, employees, or agents of the employer, shall produce .
for inspection all books, documents, papers, or other

_S_
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information concerning the affairs of the employer and shall
otherwise assisﬁ in such examination so far as they can do so,
The commissioner, or the commissioner's legally authorized
representative in charge of the examination, may administer
oaths and take testimony bearing upon the affairs of the
employer under examination.

Sec. 10. NEW SECTION. 87A.10 SELF-INSURANCE EXAMINERS.

The commissioner shall appoint one or more self-insurance

examiners, An examiner while conducting an examination,
possesses all the powers conferred upon the commissioner for
such purposes. A self-insurance examiner is subject to the
same powers and conditions as imposed under sections 507.4
through 507.7.

Sec. ll1. NEW SECTION. 87A.11 PAYMENT QF EXAMINATION
EXPENSES BY THE SELF-INSURED EMPLOYER.

The commlssioner, upon the completion of an examination, or

at such regular intervals prior to completion as the
commissioner determines, shall prepare an account of the costs
incurred in performing and preparing the report of such
examination which shall be charged to and paid by the self-
insured employer examined, and upon failure or refusal of the
self-insured employer to pay such charges, the charges may be
recovered in an action brought in the name of this state, and
the commissioner may also revoke the employer's exemption
under section 87.11. All fees collected in connection with an
examination shall be paid into the insurance division
revolving fund.
EXPLANATION

This bill creates a workxers' compensation self-insurance

guaranty fund to secure tne workers' compensation liability of

self-insured employers which become insolvent or otherwise

unable to pay workers' compensation claims. The guaranty fund
would be funded by assessments against all self-insured
employers based upon their proportional share of the total
workers® compensation liability over the prior three years for

-6-
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all self-insured employers. Currently the only security
mechanism for employees of self-insured employers is a surety
bond.

The costs incurred by state agencies, including the
insurance division, attorney general, and treasurer of state
in connection with the administration of the fund and
supervision of workers' compensation self-insured employers
are payable from the fund.
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