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1 Section 1. NEW SEC~:ON. 87A.l ?IJRPOS2. 

2 1. This chapter provides a mechdrlism Eo~ the payment of 

~ covered workers\ compe:~sation claims in order LO riVOlO 

4 excessive delay in payment and to avoid financia: loss :0 

5 ciaimallts because of the insolvency or otner i~ability to pay 

6 ~E a seif-insured employer, to assist in the detectlon arId 

7 preventlon of self-insured employer insolvencies, and to 

8 provide an admin.istr:ative mechanism and source :-or fur.dinq 

9 adrninisLrative expenses. 

10 2. This chapter shall be liberally construed to eftect its 

11 purpose. 

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

IJ As used in thIs chapter, unless ~he context requires 

14 olhennse: 

15 i. "Associdtion" means the workers' cornpensatir)n sel~-

16 insured employers guaranty association cceated in secliun 

17 87A.5. 

U3 2. "Commissioner" neans the cor.\y,li~sione~ or ins\~ra:1cp.. 

19 3. "Sel~-insured employer" means arl e~ployer which is 

20 exempted by the commiss!oner of ins~rance u~der sectio:1 87.11, 

71 except those exempled under sectien 87A.S. 

22 Sec. 3. NEW SECTION. 87A.J GU.1I.RANTY FUND ESTAB:,ISIE'l. 

23 1. A workers' compensation self-insurance g~iara~ty fu~d is 

24 established in the state treasllry under the co~lrol of the 

2') commlssioner \o;l1ich shall consist of moneys paia into the fund 

26 under lhis chapter plus accrued interest. Any mo~eys 

27 remaining in the [lInd at the end of each fiscal year shall not 

28 revert to the generai fund of the state, but shall remain in 

29 the guaranty Eurld. 

]0 2. Jpon an initial order by t~e conlmiss~oner, self-insured 

31 e:np~oyers shall pay iI1to the gl1aran~y fur:d a~ asspss:-nent ()f a 

12 s;;m delerminer] by the commissioner suff icien!" to tur;d t"e 

33 aIlnual antl{~ipated ~dffii:listrative expenses o~ the stat~ l~ 

]~ cOl1neclion with workers' compensation self-insu~ance, 

15 includi:lg a reasonable reserv2 to a~ministe~ allY se:E-insurer 
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1 insolven~y p~ior to the next a~nudl asse~S;t0~t. 

2 J. An annual assessrre:1t s{}aJ.1. bt? i:llpc'sec as n;~ccssary by 

j order of the commissioner to :ll<linta.in 0!:" re~:"tcr:f:- .=t rf'sprVI,' 

4 against claiiT.5 Z:l:ld administrdti.ve expei::;es c:1pe::leu adcq:1C.:.e :n 

'5 the sole di5cretio~ of the co~missio~er. 

6 {, •• A!l orderpd assessne~t sha:l be paid by each self-

7 insured e~ployer based on the proportion of ~ha= se!f-i~s~red 

8 empll)yer's total workers l compensation liability incurred in 

S the prior three years corr!pared to t~e total workers' 

10 compe"sation liab:'lity .:ncur:·ed by a~~ self-illsu:·ed er,p:.".>y",.:; 

11 1n the prlor three years. 

12 5. Assessme~ts shall be p~ld to thp lns~:~a~cp a~vls!o~ 

l3 with~n thirty days of ttl0 date of the assPs~lne:1L 0!:ripr. If 

~4 Pdyn~ent ot a:1 aSSeSS!i:cr~t i3 no:~ !l12.de , ..... i:Llll th~r~y dey:: 0: tt,<:.:> 

15 dSSeSs!nen: order, the at~0r~cy genercll may ap?ea:' C~ bp~~~[ of 

"1.7 co;nmissione~, folloV/i:l9 notice and f;earir.g, :r:ay rcovo"o.:p t~:t,~ 

18 e~ploypr's certificate of re:ease from lnS~~~i~CC. 

19 6. All expenses and costs incurred by thf' "tace :.:r,"pc 

20 sectio:l 87.11 and ttis chapter, shall be rei~b~~sed t~ the 

21 agency inc:Jrring the expense or cost ::rol1\ the S\lar,~n::y fund. 

22 Expenses or costs o~ :~e sta~e include these inc'.:rred by :":~e 

23 .insucance di.vision, attorney general, treasllrer 0:: state, or 

24 other state agency, in connection with the admin~stration C)t 

25 workers' compensation self-insurance or the quara:lly fllTld. 

26 Allowed expenses ~nc:ude, but are ~ot lilnited to, the costs of 

27 processing, inves~igating, and paying claims from the gllaran:y 

28 fund and the costs of supervising self-insured e~ployers. 

29 Sec. 4. NEW SECTION. 87A.4 I~SOLVEN7 SELF-[NSURED 

30 EMPLOYERS -- PAYMENT OF WORKE;<S' COMPENSATION LIA3':,:i.'{. 

11 Payment by the corunissioner to a workers' compensation 

12 claimant from the fund created in section 87A.l may be made in 

33 each of the following circumstances: 

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

35 compensation award or judgment re~dered against the e~ployer 
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1 and execl:tion is levied and returned UIlsdtis~ied i'l whole or 

2 in pa cr.. 

3 h. If a self-insu~ed eOlploypr ~i:es for relief u'lder ~11P 

4 bankruptcy law a~d the commIssioner ~as reason to believe t~at 

5 wor~er5' compe~sation payments due are not being paid. 

6 c. If a selE-i!1sLred emp:ojer against w~cn bd:lkr~ptcy 

7 proceedings are filed and the C08missioner has reason to 

8 believp tllat \vorkers' compensa:io'l payments dc:e are not being 

9 paid. 

lO d. If a self-illsured employer is declared ~o be Insolvent 

11 or for whom a rece~ver IS appointed ~n a court of this state. 

12 2, The treasurer of state shall proceed :0 recover fund 

13 payments from th£ employer O~ the eniployer' 5 ::ecei'Jer or 

14 trustee in bankrc:ptcy, ar.d IEay CO:1unence an act:'on or 

l~ pro(:eedillg or flle a claim for t~e payl~ents made from :he ~~,:d 

16 for the employer's liability. The attorney general shale 

17 appear on behalf of the treasurer of st~te in any such acti()~ 

18 or proceeding. All moneys recovered ~n the acrion or 

19 proceedi,ng shall be paid into the fund established under 

20 section 87A.3. 

21 Sec. 5. NEW SECTION. 87A.S SELF-INSURED E~PLOYERS 

22 GUARANTY ASSOCiATION ESTAaLISH~D. 

23 1. A workers' compensation se:f-insured employers guaranty 

24 association is created as a nonpro~it un!ncocporated legal 

2S entity. All self-insured c~p:oypr5 shall be ~e~bers of the 

26 association. The association shall perform :'ts function under 

27 a plan of operation approved by the cOlrunissooner and shai. ~ 

28 exercise its powers and duties throllgh a board of directors 

29 selected by the rne;nbers. The board membership, the board 

10 size, the term of service, and the method of filling Vdcil:~cies 

31 shall all be sub~ect to the approval of the co"E.issioner. 

32 2. Powers of the association under the plan oE operation 

33 shall include, but are not limited to, the following: 

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

3S the commisslone:: to order an examination oE ar.y member ~vh':'ch 
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1 the board in good faith believes may be in d financial 

2 condition hazardous to potentiai claimantK or the ['llblic. 

3 Within thirty days of the receipt of an exam~natioll reqllest 

4 from the board of directors, the co~~issioner s~all begin the 

5 examination. The board of directors and its members are 

6 exempt from liahility In connection with any request for 

7 examination. 

8 b. The board of directors, upon majority vote, may make 

9 reports and recommendations to the commissioner upon any 

10 matter germane to the solvency, liquidation, rehabilitation, 

11 or conservation of any member. S~ch a report or 

12 recommendation, if it relates to a particular member or 

13 insolvellcy, shall not be a public record, and shal: not be 

14 subject ~o disclosure under chapter 22. 

15 c. The board of directors, upon majority vote, may make 

16 recommendations to the commissioner for the detect:on d;ld 

17 prevention of self-insured employer insolvellcies. 

18 3. Obligations oE the commissioner to the association 

19 under the plan of operation shall include, but are not limited 

20 to, the following: 

21 a. ~he commissioner sha:l report to the board of directors 

22 when the commissioner has reasonable cause to believe that any 

23 member may be insolvent or in a financial condition hazardous 

24 to potential clairrants or the public. 

25 b. The commissioner shall submit any proposed changes to 

26 the terms and conditions of exemptions issued under section 

27 87.11 to the board of directors Eor review and 

28 recommendations. Recommendations of the association are not 

29 binding upon the commissioner. 

30 4. The reasonable and necessary expenses of the 

31 association are compensable from the guaranty fund, subject to 

32 an annual budget approved by the co~~issioner. Reimbursable 

33 expenses shall not include any expenses incurred in connection 

34 with attempting to influence legislative action or policy. 

3S S. The association shall be subject to examination and 
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1 reg::]ation by the commissioner. The board of directors shall 

2 Sllbmit. ~ot later than March 30. of each year. a financial 

3 report for the precedi:lg calel:dar year in a form approved by 

4 l!lC commissioner. The commissioner sha:l JPCIl request furnish 

5 to the board of directors a~y public records of the 

(, commissioner \'/nich ',%uld aid 111 the preparatio~ of thE' anll"'" , 

7 tlnancial report. 

8 Sec. 6. NE:W SECTION. 8-/A.6 EXHIPTIONS PROt!, GUARANTY PUND 

9 LIABILITY AND GUARANTY ASSOCIA?IO~. 

10 1. The state. a county. city. school district. or other 

11 political subdivision. is exempt from participation in or 

12 assessment under the guaranty association. 

13 2. A public "'tili~y or telecommunications company subject 

14 to rate base or price regulation by the utilities division of 

l5 the departme~t of commerce. lS exempt from participation in or 

16 assessment under the guaranty associatio~. 

17 Sec. 7. NEW SSCTION. 87A.7 RECOVERY UNDER ANOTHER 

18 GUARANTY ASSOCIATION. 

19 A person having a claim which may be recovered under more 

20 than one state's guaranty fund or ltS Eunctiolldl equivalent 

21 Shall seek recovery first frore that person's state of 

22 residence. Any recovery under this chapter shall be reduced 

23 by the amount of recovery from any other guaranty fJnd or its 

24 fllnctional equivalent. 

25 Sec. 8. ));E\'i SECTION. 87A.8 EXAMrNATION REQUIRED. 

26 The cor;\l-:Jissioner may examir.e or inquire at any time into 

27 the affairs of a self-insured employer. A domestic self-

28 insured employer. Or a self-insured emp~oyer not subject to 

29 periodic exa~ination in its state of origin. shall oe examlned 

30 at least once during each three-year period. 

31 Sec. 9. NEW SECTION. 87A.9 OBLrGATION TO ASSIST AN 

32 EXAMINATION -- OATHS. 

33 When a self-insured employer is being examilled. the 

34 officers. employees. or agents of the employer. shall produce 

35 for inspection all books. documents. papers. or other 
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1 information concerning the affairs of the employer and shall 

2 otherwise assist in such examination so Ear as they can do so. 

3 The commissioner, or the commissioner's legally authorized 

4 representative in charge of the examination, may administer 

5 oaths and take testimony bearing upon the affairs of the 

6 employer under examination. 

7 Sec. 10. NEt" SECTION. 87A.IO SELF-INSURANCE EXA.'-1INERS. 

8 The commissioner shall appoint one or more self-insurance 

9 examiners. An examiner while conducting an examination, 

10 possesses all the powers conferred upon the commissioner for 

11 s~ch purposes. A self-insurance examir.er is subject to the 

12 same powers and conditions as imposed under sections 507.4 

13 through 507.7. 

14 Sec. 11. NEW SECTION. 87A.ll PAY~ENT OF SXA!I.INATION 

IS EXPENSES BY THE SELF-INSURED EM?~OYER. 

16 The commissioner, upon the completion of an exarr,ination, or 

17 at such regular intervals prior to completion as the 

18 commissioner determines, shall prepare an aCCQun: of the costs 

19 incurred in performing and preparing the report of such 

20 examination which shall be charged to and paid by the self-

21 insured employer examined, and upon failure or refusal of the 

22 self-insured employer to pay such charges, the charges may be 

23 recovered in an action brought in the name of this state, and 

24 the commissioner may also revoke the employer's exemption 

25 under section 87.11. All fees collected in connection with an 

26 examination shall be paid into the insurance division 

27 revolving fund. 

28 

29 

30 

31 

EXPLANATION 

This bill creates a workers' compensation self-insurance 

guaranty fund to secure the \vorkers' compensation liability 

self-insured employers which become insolvent or otherwise 

of 

32 unable to pay workers' compensation claims. The guaranty fund 

33 would be funded by assessments against all self-insured 

34 employers based upon their proportional share of the total 

35 workers' compensation liability over the prior three years for 
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1 Section 1. NEW SECTION. 87A.1 PURPOSE. 

2 1. This chapter provides a mechanism for the payment of 

3 covered workers' compensation claims in order to avoid 

4 excessive delay in payment and to avoid financial loss to 

5 claimants because of the insolvency or other inability to pay 

6 of a self-insured employer, to assist in the detection and 

7 prevention of self-insured employer insolvencies, and to 

8 provide an administrative mechanism and source for funding 

9 administrative expenses. 

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

11 purpose. 

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

13 As used in this chapter, unless the context requires 

14 otherwise: 

15 1. "Association" means the workers' compensation self-

16 insured employers guaranty association created in section 

17 87A.S. 

18 2. "Commissioner" means the commissioner of insurance. 

19 3. "Self-insured employer" means an employer which is 

20 exempted by the commissioner of insurance under section 87.11, 

21 except those exempted under section 87A.S. 

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

23 1. A workers' compensation self-insurance guaranty fund is 

24 established in the state treasury under the control of the 

25 co~~issioner which shall consist of moneys paid into the fund 

26 under this chapter plus accrued interest. Any moneys 

27 remaining in the fund at the end of each fiscal year shall not 

28 revert tOo the general fund of the state, but shall remain in 

29 the guaranty fund. 

30 2. Upon an initial order by the commissioner, self-insured 

31 employers shall pay into the guaranty fund an assessment of a 

32 sum determined by the commissioner sufficient to fund the 

33 annual anticipated administrative expenses of the state in 

34 connection with workers' compensation self-insurance, 

35 including a reasonable reserve to administer any self-insurer 
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1 insolvency prior to the next annual assessment. 

2 3. An annual assessment shall be imposed as necessary by 

3 order of the commissioner to maintain or restore a reserve 

4 against claims and administrative expenses deemed adequate in 

5 the sole discretion of the commissioner. 
6 4. An ordered assessment shall be paid by each self-

7 insured employer based on the proportion of that self-insured 

8 employer's total workers' compensation liability incurred in 

9 the prior three years compared to the total workers' 

10 compensation liability incurred by all self-insured employers 

11 in the prior three years. 

12 5. Assessments shall be paid to the insurance division 

13 within thirty days of the date of the assessment order. If 

14 payment of an assessment is not made within thirty days of the 

15 assessment order, the attorney general may appear on behalf of 

16 the state to collect the assessment. In addition, the 

17 commissioner, following notice and hearing, may revoke the 

18 employer's certificate of release from insurance. 

19 6. All expenses and costs incurred by the state under 

20 section 87,11 and this chapter, shall be reimbursed to the 

21 agency incurring the expense or cost from the guaranty fund, 

22 Expenses or costs of the state inClude those incurred by the 

23 insurance division, attorney general, treasurer of state, or 

24 other state agency, in connection with the administration of 
25 workers' compensation self-insurance or the guaranty fund. 

26 Allowed expenses include, but are not limited to, the costs of 

27 processing, investigating, and paying claims from the guaranty 

28 fund and" the costs of supervising self-insured employers. 

29 Sec. 4. NEW SECTION. 87A.4 INSOLVENT SELF-INSURED 

30 EMPLOYERS -- PAYMENT Of ~ORKERS' COMPENSATION LIABILITY. 

31 1. Payment by the co~~issioner to a workers' compensation 

32 claimant from the fund created in section 87A.3 may be made in 

33 each of the following circumstances: 

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

35 compensation award or judgment rendered against the employer 

-2-



S.F. H.F. 

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

3 b. If a self-insured employer files for relief under the 

4 bankruptcy law and the commissioner has reason to believe that 
5 workers' compensation payments due are not being paid. 

6 c. If a self-insured employer against whom bankruptcy 

7 proceedings are filed and the commissioner have reason to 

8 believe that workers' compensation payments due are not being 

9 paid. 

10 d. If a self-insured employer is declared to be insolvent 

11 or for whom a receiver is appointed in a court of this state. 

12 2. The treasurer of state shall proceed to recover fund 

13 payments from the employer or the employer's receiver or 

14 trustee in bankruptcy, and may commence an action or 
15 proceeding or file a claim for the payments made from the fund 

16 for the employer's liability. The attorney general shall 

17 appear on behalf of the treasurer of state in any such action 

18 or proceeding. All moneys recovered in the action or 

19 proceeding shall be paid into the fund established under 

20 section 87A.3. 

21 Sec. 5. NEW SECTION. 87A.5 SELF-INSURED EMPLOYERS 

22 GUARANTY ASSOCIATION ESTABLISHED. 

23 1. A workers' compensation self-insured employers guaranty 

24 association is created as a nonprofit unincorporated legal 

25 entity. All self-insured employers shall be members of the 

26 association. The association shall perform its function under 

27 a plan of operation approved by the commissioner and shall 

28 exercise-its powers and duties through a board of directors 

29 selected by the members. The board membership, the board 

30 size, the term of service, and the method of filling vacancies 

31 shall all be subject to the approval of the commissioner. 

32 2. Powers of the association under the plan of operation 

33 shall include, but are not limited to, the following: 

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

35 the commissioner to order an examination of any member which 
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1 the board in good faith believes may be in a financial 

2 condition hazardous to potential claimants or the public. 

3 Within thirty days of the receipt of an examination request 

4 from the board of directors, the commissioner shall begin the 

5 examination. The board of directors and its members are 

6 exempt from liability in connection with any request for 
7 examination. 

8 b. The board of directors, upon majority vote, may make 

9 reports and recommendations to the commissioner upon any 

10 matter germane to the solvency, liquidation, rehabilitation, 

11 or conservation of any member. Such a report or 

12 recommendation, if it relates to a particular member or 

13 insolvency, shall not be a public record, and shall not be 

14 subject to disclosure under chapter 22. 

15 c. The board of directors, upon majority vote, may make 

16 recommendations to the commissioner for the detection and 

17 prevention of self-insured employer insolvencies. 

18 3. Obligations of the commissioner to the association 

19 under the plan of operation shall include, but are not limited 

20 to, the following: 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

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. 

5. The association shall be subject to examination and 
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1 regulation by the commissioner. The board of directors shall 

2 submit, not later than March 30, of each year, a financial 

3 report for the preceding calendar year in a form approved by 

4 the co~~issioner. The corr~issioner shall upon request furnish 

5 to the board of directors any public records of the 

6 commissioner which would aid in the preparation of the annual 

7 financial report. 

8 Sec. 6. NEW SECTION. 87A.6 EXEMPTIONS FROM GUARANTY FUND 

9 LIABILITY AND GUARANTY ASSOCIATION. 

10 1. The state, a county, city, school district, or other 

11 political subdivision, is exempt from participation in or 

12 assessment under the guaranty association. 

13 2. A public utility or telecommunications company subject 

14 to rate base or price regulation by the utilities division of 

15 the department of commerce, is exempt from participation In or 

16 assessment under the guaranty association. 

17 Sec. 7. NEW SECTION. 87A.7 RECOVERY UNDER ANOTHER 

18 GUARANTY ASSOCIATION. 

19 A person having a claim which may be recovered under more 

20 than one state's guaranty fund or its functional equivalent 

21 Shall seek recovery first from that person's state of 

22 residence. Any recovery under this chapter shall be reduced 

23 by the amount of recovery from any other guaranty fund or its 

24 functional equivalent. 

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

26 The commissioner may examine or inquire at any time into 

27 the affairs of a self-insured employer. A domestic self-

28 insured employer, or a self-insured employer not subject to 

29 periodic examination in its state of origin, shall be examined 

30 at least once during each three-year period. 

31 Sec. 9. NEW SECTION. 87A.9 OBLIGATION TO ASSIST AN 

32 EXAMINATION -- OATHS. 

33 When a self-insured employer is being examined, the 

34 officers, employees, or agents of the employer, shall produce 
35 for inspection all books, documents, papers, or other 
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1 information concerning the affairs of the employer and shall 
2 otherwise assist in such examination so far as they can do so. 

3 The commissioner, or the commissioner's legally authorized 

4 representative in charge of the examination, may administer 

5 oaths and take testimony bearing upon the affairs of the 

6 employer under examination. 

7 Sec. 10. NEW SECTION. 87A.IO SELF-INSURANCE EX~~INERS. 

8 The commissioner shall appoint one or more self-insurance 

9 examiners. An examiner while conducting an examination, 

10 possesses all the powers conferred upon the commissioner for 

11 such purposes. A self-insurance examiner is subject to the 

12 same powers and conditions as imposed under sections 507.4 

13 through 507.7. 

14 Sec. 11. NEW SECTION. 87A.ll PAYMENT OF EXAMINATION 

15 EXPENSES BY THE SELF-INSURED EMPLOYER. 

16 The commissioner, upon the completion of an examination, or 

17 at such regular intervals prior to completion as the 

18 commissioner determines, shall prepare an account of the costs 

19 incurred in performing and preparing the report of such 

20 examination which shall be charged to and paid by the self-

21 insured employer examined, and upon failure or refusal of the 

22 self-insured employer to pay such charges, the charges may be 

23 recovered in an action brought in the name of this state, and 

24 the commissioner may also revoke the employer's exemption 

25 under section 87.11. All fees collected in connection with an 

26 examination shall be paid into the insurance division 

27 revolving fund. 

28 EXPLANATION 

29 This bill creates a wor~ers' compensation self-insurance 

30 guaranty fund to secure t~e workers' compensation liability of 

31 self-insured employers which become insolvent or otherwise 

32 unable to pay workers' compensation claims. The guaranty fund 

33 would be funded by assessments against all self-insured 

34 employers based upon their proportional share of the total 

35 workers' compensation liability over the prior three years for 
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1 all self-insured employers. Currently the only security 

2 mechanism for employees oE self-insured employers is a surety 
3 bond. 

4 The costs incurred by state agencies, including the 

5 insurance division, attorney general, and treasurer of state 

6 in connection with the administration of the fund and 

7 supervision oE workers' compensation self-insured employers 
8 are payable Erom the fund. 

9 
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