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1 An Act relating to workers' health, safety, and welfare, by

providing funding for the second injury fund and providing
applicability and effective dates.

BE IT ENACTLED BY THE GENZRAL ASSEMBLY OF THE STATL OF TOWA:
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3 : ! i 85.65, Code 199!, i3 anended to read as .

Secuion 1. Section i3 to
foliows:

35.0%  PAYMENTS TO SECOND INJURY FUND.

L. Thre empioyer, or, if insured, the insurance Carrler in
each case of compensable Injury causing death, sha’l pay to

the +reasuzer-sf-state second infury fund board for vhe second

intury fund the sum of four thousand dellars in a case wnero
there are dependents and fitteen thousand dollars n a case
where tnere are no dependents. The payment shal. be made at
the time compensation payments are begun, or at the time the
buriail experses are paid ir a case where there dre no
dependents. dowever, the payments shall be required only in
cases cf Injury resulting in death coming within the purview
of tnis chapter and cccurring after July 1, 1978. These
paymenis shall be in addition £o any payments of compensation
to injured emplovees or thelr dependents, or of oburial
expenses as provided In this chapter. .

2. _For the purpose of providing for revenue for the second

injury fund, every authorized self-insurer approved by the

commissiorer of insurance pursuant to section 87.1., every

policyholder of an authorized self-insurance grcoup approved by

the commissloner pursuant to section 87.4, and every workers'

compensation policyholder of a plan or policy insured pursuanrt

to tivis chapter or rules adopted pursuant 6 this chapter,

shail be iiable for payment of ar annual suyrckarge in

accordance with this seclion.

3. _The annual surcharge shall apply to all worrkers'

compensation insutance nclicies and self-in surance coverages
. 4 ! 2 At

which are written or renewed on or after Juiy 1, 1992,

including the srate of Iowa coverages, inciuding any coverages

for_its departments, divisions, @geﬁcies, commizsiong, and

boards, or any poliricai subdivision coverages which are gelt-

iQSuer 2or heid out o be in any Dart self-irsured. The

surcharge shall nobt apply to any reirsurance Or retrogessional .

Lransaction under sectlon 520.4 or 520.9.
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4. On June 1, 1992, and each year thereafter, the second
Swn odne L, 1474, and e&CA Y e ed ae _sel

cerndd

duying the ensuing ca.endar year, and shall calculate the

total amount ¢f tie annual surcharge to ve Imposed during the

ensulng calendar year upon ali workers' compensaticon

peciicynolders and authorized seif-insurers based upon premiums

insurers shall equa’ the moneys estimated by the board tc be

payable from the second injury Zfund during the caiendar year

for which the annual surcharge :s to be imposed, except that

the surcharge shall not exceed tnree percent Of the

policyhclder's or authcorized self-insurer's workers

compensation requlred deposits, ovremiums paid or due, or

assessments pa.d or due a self-insurance grcup, and provided

that a minimust annual surcharge of ten dollars per

policyholder or authorized seif-insurer shall be paid. The

be entitled to_any portion of the surcharge as a

commission for its collection. not subject

Lo any taxes, licenses, or fees.

5. All surcharge amounts imposed by this section shall be

paid to the second Injury fund board and shall be deposited to

the credit of the second injury fund.

6. Such surcharge amounts shall be paid annually by

insurers and self-insurers. Insurers shall pay the amcunts

not later than the thirtieth dayv of the month following the

end of the vyear in which the amount is received from

policyholders. For purposes of the second injury fund

surcharge, "insurer" includes a self-insurance group appioved

by the commiss:oner of insurance pursuant to section 87.4. An
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authorized self-insurer approved by the cemmiugsioner of

insurance pursuant to sect. 3_§j.ll_shq3; pay the surcharge

oLl later than July 30 cf the_igg: in which tne surcharvge 1s

7. 1f£ a policynolder or self-insurer fails 0 maxe payment

0f the surcharge or an insurer falls ro make Timely transter

to the second 1njury fund bcard ¢f surcharces actualiy

coiiected from policyholders, as req;ired by *his zection, a

venalty of fifteen percent of the surcharge unpaid, or

untransterred, shall be assessed against_tne lighie

po.icyhoider, self-insurer, or insur

e
under thig gubsection shall be collected in a civil acticn oy
b

& zuwemary proceeding brought by the board on benal? of the

fund,
sec. 2. NEW §ECEION. 85.65A CARRIERS Wi 'HDRAWING FROM
STATE [.IABLE [OR SURCHARGEH IMPOSED -- SECOND INJURLD FUND

EMPOWERED TO COLLECT.

If an insurance carrier withdraws from doing busiress in
this state before the tax becomes due according 1o section
85.65, or falls or neglecrs to pay the surcharge 1imposed, the
second 1njury fund board shall at cnce proceed Lo collect the
surcharge, and the board may empioy such lega: process as may
be necessary for that purpose and when so co.lected the board
shall pay the surcharge into the second injury fund. Tne su:i:
may be brought by the board, in any court of this state having
jurisdiction, and reascneble attorney's fees may be taxed as
costs 1n the suit.

Sec. 3. NEW SECTION. 85.658 DELINQUENT SURCHARGE,
INTFREST, RATE -- OVERPAYMENT OF SURCHARGE, CREDIT.

1. TIf the csurcharge impcosed by section 85.65 is nct pald
or transferred when cue, the policyholder, self-insurer, or

nsurer regponsible for the failure shall be reqguired 1o pay,
as part of the surcharge, intervest on the surcharge at the
rate of one and one-half percent per montn for each month or

fraction of a month delinguent. If the second injury fund

- 3=
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board prevails in any dispute concerning an assessmen
surcharge which has rot been paid or
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be paid upecn the amount

w o o~

found due
An Insurer

r+

(]

ransferred,

te
fraction of a mcnth delinquent,

rate of one and cone-haif percent per montt
LS not

-

the state at

liable
policyholder.
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f£or each
Zor

H
=1

paid to the insurer by the policyhoider

cnarge wilcen is
provided
the second injury fund becard.
3. In an
13 surcharge
14 guarterly
15

Insurer
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e

y Zegal contes: concerning the amount ©
imposed under section 85.65 for
installments for th
to be made basecd upor the amount assessed by the secon
fund board. If after
0.

£ the
following year shall ccntinue
the end of
actual surcharge due is less than the tctal amount of
instailments actually paid,
credited against

20
21
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a calendar

year,
any

Lhe
year,
the tax
Sec. 4.

22 follows:

for
from the quarterly installmen: otherwise
23

d oincuary
the anount ©

24
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Sectlion 85.66,
85.66 SECOND
25
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‘ 1
' the
tne excess amcunt paid shall
the following year and deducted

1 bhe
due on

Code 1991, is

26

27
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June 1.
amended to read as
INJURY FUOND PAYMENTS —-- CUSTODIAN.
When the total amcunt of the paymerts
preceding section, 3t
earnings, equals or exceeds ere two million dollars ne-
23 when,
K

-

32

provided for in the
together witn accumulated interest and
thereafter,

contributions to and surcharge assessments for the fund sheall
4

tasr

be required suspended commencing with the next quarter; but
33

intere

month
sur
has made good faith efforts to collect the surcharge [rom the

ISEY
the
An insurer shall report a policyhclider who
tails to pay a surcharge within thirty days of 1:ts5 due date

<

e

[

‘:nn
the amount of the sum frve
huendred-ehousand one million dollars by reason c¢f payments
-2
il" -

made to employees pursuant to this division, contributions
3S

by
>
[0

is reduced below
surcharge assessments shall be resumed commencing with the
million dollars.

next quarter and shall continue until the sum, together with

accumulated 1nterest and earnings, again amounts to one two

and |
The treasurer-of-state second injury fund
- 4 -
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poard shall determine when contributicons and surcharge
assessment s shall be made #s for the fund and when they snail
be suspended and the boavd may enfcree the celiection of
contributicns and surgnarge asscisments.

injury

fund”, in the custody 0f tre treasurer of stauve, to be

Moneys se o coviected shal. constifuate a "Second

o

lisbursed oniy for the purpeses stated in this divisicn, and

SNall not at any time be apoproprlated or dlverved to any otner

state ghal. invest any
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use oY purpose. 't
surp.us moneys of the fund in securities which constituze
legal Invesiments for state funds under the laws of this

state, and nay seli any of the securitlies n which the fund is
invested, 1f necessary, for rhe proper adwiristrarion or in

the best interests 2of the fand. Doshursements from the fund

shal! be patd approved by the treasurer-of-sba-e second injury
d only upon the written order of the industriai

The treasnrer-of-state board shall quarterly
prepare a statement of fhe fund, setting forth the balance o]
moneys in the {fund, tne income of the fund, speciiying the
source of all income, the pavments out 0of the fund, specifying
the varlious ltens of payments, and setting fortn rhe balance
of the fund remaining to its credit. Tre statement shall be
open to public inspection in the office ¢f the rtreasurer-of
atu®e board.

Sec, 5. Section 85.67, Code 1993, 1s amenced *¢ read as
follows:

85.67 ADMINISTRATION OF UND -~ BOARD ESTABLISHED --
SPECTIAL COUNSEL,
L. A second intury fund board is established.

shall consist of five mempers, agpointed or desigrated as

The npcara

£o1lows:

a. The director of the department of empioyment services

or the director’s designee.

b. An attorney practicing in the area of workersg'

compensation, appointed by the governor.
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¢. The comamissioner of insurance, ¢r the comaissioner

designee.

d. A representative of a labor union, organization, or

agsoctation, appeinted by the governor.

' compensatica liabiilecy

e. N representative o a workers

insurance carrier, appoinrted bz the geovernor.

2. Members ¢f the bcard shall serve staggered terms of

four years beginning on July 1 andrending_gn_ggge 30.

Vacancles on the poard shall pe filled in the sane nanner as

orlginal appointments or designations.

3. Merbers of the beoarc shall gualify by taking the ocath

of otfice prescribed by law for state officers. At Its first

meeting of each vear, the board shall organize by electing a

chairperson and vice chairperson for terms of one year. The

poard shail meet at least four times each year and shall hol

g
Vi

special meetings when cailed by the cnalrberson or, in the

absence of the chairperson, by the vice chairperson, or by the
the

chalrperson upon written recuest of three mempers of

board.
4. The treasurer of state shall be charged with the

conservation, investment, and custody of the asse:is of the

second injury fund, and the board is responsible for the

administration and collecticn of eentributirens payments and

assessments to the fund as well as the approval of settlemen's

and claims based upon the awards by the industrial

t
rh

commissioner. The attorney general shall appoint a staf

th
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member to represent the treasurer-ef-atate board and
in all proceedings and matters arising under this division.
5. In making an award urder this division, the industrial
commissioner shall specificaliy find the amcunr the iniured
employee shall be pald weekly, the number of weexks of
compensation which shall be paid by the employer, the date
upon which payments out of the fund shall begin, and, 1if
possible, the length of time the payments shall continue.

6. The board may contract for services from professionals

_6_




ot

[
[

—
Sfa

15
16
17
38

b
L

20
21
22
23
24
25
20
27
23
29
30
31
32
33
34
35

1n order to fuifill its_duties. The board suay;_QOn{racr with
e

an actuary te serve as irs ¢

Cause an annhua. actuarial _vallﬁpien to be made of the assers

and 113911tt;es af the fyund anrd shali prepace an anpua
—— ————— - —— —— — - e . . - ——
shateent of the surcharge amcunts Lo De assessed v the fund

purshiant to the fulc‘ro ”pc“anlews estanlished under Lhis

division., The beard shall oubliskh the valuatisn of gssets and
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‘nciude this -ntorrihic: L1t 3 report "o

the general assesmbly on an arnudal basis covering each liscal

J. 'he wrembers of the board shall be paid actual angd

necessary expenses 1n

aurred in trhe performance o0 thelr dulileg
t

c
and, in adéiticrn, members whc are no employees shall

a
reccive per diem compensatlon at the rate speciiled in section
f~]

7.6, {he per diem and expenrses, as «

administrative costs of the beard, in

C
to, the conpensation and expenses of an actuary, sha.l be

agsessed agalnst and may be paid from the fund.
L L i

Sec. 6. Section 85.68, Code 1991, is awended to read as
follows:
85.68 ACTIONS.
The treasurer-of-atate second injury fung becard, on behalt
a

of the second injury fund crea‘ed under this divisicn, sh
nave a cause of action under section 85.22 to the same extent
as an employer agalinst any person not in the same employment
by reason of whose negligence or wrong the subscquent injury
of the previously disabled perscor was caused. The action
shall pe brought by the treasurer-cf-state board on behaif of

the fund, and any reccovery, less the necessary and reascnabie

For
[
o

expenses incurred by the sreasurer-sf-aseate board, sha e

anc c:editea O the fund,
Sec. 7. NEW SECTIQ&. 85.684A EXPENSLES OF ADMINISTRATTION
PAYABLLE FROM FUND.,

il

pald to the treasurer-of-arake board

The expenses incurred by the treasgsurer of state, secound

_’7_
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injury fund bcard, the attorney generai, or the department ot
revenue and finance, 1n ccnnectien with the second 1njury
fund, are chargeab:e to the second injury fund and may be made
pard from the fund. The second iniury fund pboard umay entoer

into one or more agreenmnents authorized under chaorey 28I wiln

the attorney ageneral to provide compensatlon for the
administrative functions provided by those departiments or

fund.

officers 1In connection with thne
Sec. 8. NEW SECTION. 85.68B RULES.

The second injury fund board, in cocperation with the

treasurer of state, shall adcpt rules, pursuant to chapter
17A, as necessary to administer rhe secondé injury fund and
enforce the second injury fund surcharge assessments.

Sec. 9. FPFUND OPZRATION STUDY COMMITTEL. The legisliative
councii 1s reguested to establish an Interim study commitieo
to exanmine the operation of the second injury fund. The study
committee shall consider whether current mecnanisss a
sufficlent to adequately finance the fund. The study
committee shall submit a report of its findings and
recommendationrs tc the legislative ccuncil and the gencral
assembly by Jaruary 15, 1992.

Sec. 10. ASSESSMENT FOR 1991 AND 1992 FISCAL YEARS.

o

-

1. For the fiscal year commercing July I, 19%0, the
treasurer of state may assess a surcharge that applies to ail
workers' compensation liability insurance carriers. The
surcharge shall be based upon a standarzdé rate applied to the
total dollar volume of premiums received by the carrier
pursuant to compensation liability policies issued for &
fiscal period. However, the treasurer of state shail not
coilect over four hundred thousané dollars in assessing the
surcharge.

2. For the fiscal year commencing July 1, 1991, the secocnd
injury fund board may assess a surcharge that applilles to all

workers' compensation liability insurance carriers. The

_8..
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upon a standard rate applied o the

foh

surchacge shall be ba

n

e
total dollar veiume of premiums recelived by :the carrier
pursuant To compensartion lilability policies issued for a
fizcal peried. However, the board shall not collecht over
seven hundred thousand doliars 1n assessing =he surcharqge,
unicsys the general assembly acthorizes a greater amoun” oo be
assessed.

3. The surcharges collected pursuant to this sectisn sha
be depcsited in the second injury fund, and may be used
Lhe payment of clalms, settlements, adminlstrative and lega’
costs of the second injury fund board, and expense: e

-+

1
s
diem compensation tor beard members. The surccharges ilmposed

under this section are in addition te, and not in lieu of,
other assegsments auvthorized pursuani to this Act,
Sec. Li. EFFECTIVE DATE AND RETROACIIVITY PROVISIONS.

Subsections i and 3 of secticn 10 of this Ach, beling ceemcd
rmmediate importance, take effect upon enactment, and apply
retroactively to the filscal year beginrning July 1, 1990.
EXPLANATION
Sections i through 3 modify the funding mechanism for tne

wor<ers' cempensation second indury fund and provide
procedural and enfgrcement authority for collecting the newiy
imposed suvcharge. Currently the second inury fund is

financed by a payment to the turnd from each death benefl: paid

under the workers' compensation system. Tne bill adds to the
assessment upon death benefit payments a surcharge based upon
premium dollars or self-insurance costs,

Section 4 increases the minimum and maximum cap for tne
fund's balance and maxes conforming changes witn sections 1
through 3.

Sections 5 through 8 establiish a five-member second injgry
fund becard to adminiscer the second injury fund, to asscass and
collect payments to the fund, and to approve settilementis and
Claims from the fund. The beard is reguired *o compile an

annuat actuarial report of the fund. The treasurer of state

-9-
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would remain the custodian of the assets of the fund. Section
/7 provides that adminiscrative expenses related to the fund
would be payable from the fund.

Section 9 requests the legislative council to establish an
interim study committee to examine and report on the operation
and financial adequacy of the second injury fund,

Sections 10 and 11 establish workers' compensation
insurance or self-insurance surcharges for the fiscal years
beginning July 1, 1990, and July 1, 1991,

LSB 2706SV 74
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SENATE FILE 502
FISCAL NOTE

A fiscal note for Senate File 502 is hereby submitted pursuvant to Joint Rule
17. Data used in developing this fiscal note is available from the Legislative
Fiscal Bureau to members of the Legislature upon request.

Senate File 502 modifies the tunding for the workers' compensation Second
Injury Fund by allowing for a surcharge assessment against all workers'
compensation insurance carriers and self-insureds. The total amount charged to
companies 1is to be based on an estimate of the amount necessary to pay the
claims of the Fund and is to be limited to $400,000 for FY 1991 and $700,000
for FY 1992.

A five-member Second Injury Fund Board is established to make assessments and
administer the Ffund. Administrative costs are to be paid from the Fund. The
Legislative Council 1is to establish an interim study committee to examine and
report on the operation and financial adequacy of the Second Injury Fund.

Senate File 502 becomes effective upon enactment and the surcharge 1is
retroactive to July 1, 1990,

ASSUMPTIONS:

1. Surcharge assessments will equal the maximum allowable for FY 1991 and FY

1992,

2. Collections for work-related deaths per current law will he $32%,000 for
FY 1991 and $250,000 for FY 1992.

3. All collections will be expended to pay claims in the same fiscal year.

4. Administrative expenses associated with the Fund are currently charged to
the General Fund, but would be transferred to the Second Injury Fund. The
cost estimate for FY 1992 is as follows:

a. $97,000 for 2 attorneys in the Attorney Ceneral's (AG) Office.
b. $20,717 for | secretary in the AG's Office.

c. $28,686 for 1 investigator in the AG's Office.

d. $17,375 support for the AG's Office.

e, $6,385 for 0.2 FTE in the State Treasurer's Office.

FISCAL IMPACT:

Senate File 502 will increase revenues to the Second Injury Fund by $400,000
for FY 1991 and $700,000 for FY 1992. Expenditures from the General Fund will
decrease by §170,163 for FY 1992.

Sources: State Treasurer
Attorney General
Department of Employment Services (I.SB 27068V, MAS)

PILED APRIL 4, 1991 BY DENNIS PROUTY, FISCAL DIRECTOR
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An Act relating to workers' health, safety, and welfare, by
providing funding for the second injury funé and providing
applicability and effective dates.
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Section 1. SECOND INJURY FUND STUDY COMMITTEE.

1. The legislative council is requested to establish an
interim study committee to examine the operation of the second
injury fund. The study committee shall consist of the
following members:

a. The attorney general or the attorney general's
designee.

b. The industrial commissioner or the commissioner's
designee.

c. An employer insured under a workers' compensation
insurance poiicy, from the business sector.

d. The director of the department of employment services,
or the director's designee,

e. Two attorneys from the Iowa workers' compensation
advisory committee, one of whom represents claimants in
workers' compensation cases, and cne of whom represents
defendants in workers' compensatlon cases.

€. The commissioner of insurance, or the comrissioner's
designee.

g. A representative of a labor union, organization, or
association.

h. A representative of a workers' compensation liability
insurance carrier.

i. A number of legislative members, as determined by the
legisiative council,

2. Ir examining the operation ¢f the second injury fund,
the interim study committee shall address the following
issues:

a. The long-term needs and goals of the fund.

b. Whether current funding mechanisms are sufficient to
adequately finance the €fund, and if not, what types of
additional funding mecnarnisms wculd be appropriate.

c. Recommendations for payment of administrative costs
associated with the fund.

d. Whether a bcard should be established to adminicter the

1=+
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fund, and if not, what entity should be responsibie for
administering the fund,

e. Any other related issues concerning the operation,
administration, purposes, and funding of the second injury
fund.

3. The interim study committee shall have the authority to
contract with an actuary to serve as a technical adviscr in

completing the charge of the committee.

y

4. The interim study committee shall submit a report o
1ts findings and recommendations Lo the legislative council
and the generai assembly by January 15, 1992.

Sec. 2. ASSESSMENT FOR 1991 AND 1992 FISCAL YEARS.

1. For the fiscal year commencing July 1, 2990, the
treasurer of state may assess a surcrharge that applies to aill
workers' compensation insurance policies and self-insurance
coverages of self-insurers subject to approval under section
87.4 or 87.11, including the state of Iowa coverages,
including any coverages for 1its departments, divisions,
agencies, commissions, and boards, or any political
subdivislion coverages which are self-insured or held out to be
in any part self-insured. The surcharge shail not appiy to
any reinsurance or retrocessional transaction under section

ne

T

520.4 or 520.9. The treasurer of state shall base
surcharge upon premiums paid or deposits reguired in the
fiscal year commenc:ing July 1, 1989, as reported by the
commissicrner ¢f insurance. The surcharge shall pe collected
oy insurers from policyhoiders ¢r employers, 2.t an insurance
carrier or its agent shall not be entitled to any portion of
the surcharge as a fee or commission for its collsction. The
surcharge is not subject to any taxes, licenses, or ZIees.
However, the :reasurer of state shali nct colliect over four
hundred thousand doliars in assessing kthe surciharge.

2. For the fiscal year commencing July 1, 19%1, the
treasurer of state Tay assess a surcharge as provided in

e

r BXC
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subsection

pt that the surcharge shall pe dased upon
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premiums paid or deposits required in the fiscal year
commencing July 1, 1990, as reported by the commissioner of
insurance, and that he treasurer of state shall not collect
over seven hundred thousand dollars in assessing the
surcharge, unless the general assembly authorizes a greater
amount to be assessed.

3. The surcharges collected pursuant to this section shall
be deposited in the second injury fund, and may be used for
the payment of claims, settlements, and administrative costs.
The surcharges impcsed in this section are in addition to, and
not in lieu of, any other assessments authorized by law.

4. BAn insurer or self-insurer shall pay a surcharge
imposed by this section no later than thirty days following
the assessment.

5. a. If an insurer, pelicyholder, or self-insurer
withdraws from doing business in this state before the
surcharges authorized by this section become due, or fails or
neglects td pay the surcharge Imposed, the treasurer of state
shall at once proceed to collect the surcharge, z2nd may enploy
such legal process as may be necessary for that purpose, and
when so0 ¢ollected shall deposit the surcharge into the second
injury fund. The treasurer may bring the suit in any court of
this state having jurisdiction, and reasonable attorney's fees
may be taxed as costs in the suit.

b. If the surcharges imposed by this cection are not paid
or transferred when due, the insurer, policyholder, or seif-
insurer responsible for trhe failure shail be required to pav,
as part of the surcharge, interest on the surcharge at the
rate of ore and one-hnalf percent per month for each month or
fraction of a month delinguent. If the treasurer cf state

prevails in any dilspute conce:ning the assessment of a

a
surcharge which has not been pald or transferred, in

nte
shali be paid upon the amount found cue %O the state at the
e

3
it
]
Q
1

rate cf one and one-half percent per month for each

fraction of a month delinqguernt.
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c. An insurer 1is not liable for a surcharge which 1s not
paid to the insurer by the policyholder or employer provided
the insurer has made goocd faith efforts to collect the
surcharge from the policynolder or employer. An insurance
carrier shall report a policyholider or employer who fails to
pay a surcharge witnin thirty days of its due date to the
treasurer of state.

d. In any liegal contest concerning the amount of a
surcharge :imposed by this section, any ¢ther surcharge shali
continue to be made based upon the amount assessed by the
treasurer of state. In the event of an overpayment, the
excess amount pald may be credited against future payments
otherwise due.

6. For the purposes of this section, "insurer” includes a
self~-insurance group approved by the commissiorer of insurarce
pursuant to section 87.4.

Sec. 3. EFFECTIVE DATE AND RETRQACTIVITY PROVISIONS.

Subsections 1 and 3 through 6 of section 2 ¢f this Act,
being deemed of immediate importance, take efifect upon
enactment, and apply retroactively to the fiscal year
beginning July 1, 1990.

ST 592
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Amenc Senate Flle 502 as fellicws:

1. By striking evervthing af:ter the enacting
clause and Lnser*zng the following:

"Section 1. SECOND INJURY FUND STUDY COMMITTEE.

2. The legislative council is reqguested :o
establish an interim study committee tc examine the
operation cf the seccnd injury fund. The study
committee shall consist of the following members:

a. Tnhe atterney general or the attorney general's

ces:ign ee.
©. The indus=trlal commissicner or the
commisskcner's designee.

C. An employer insured uncer a woe
compensation insurance pclicy, from &
sector.

2. The director cf the department cf employment
services, or the director's designee.

e. Two attorneys from the Icwa workers'
compensation advisory committee, one ¢f whonm
tepresents claimants in workers' compensation cases,
and one of whom represents defendants in workers'
compensation cases.

£. The commissicner of Insurance, ¢ the
commissioner's designee.

g. A representative cf a labor union,
organization, or asscciation.

h. A representative of a workers' compensation
llabillty insurance carrier.

1. A rnumber of legislative members, as decermined
by the legislative council.

. In examining the operacich
furnd, the interim study ccormittee
followling issues:

iness

al’\)

of the second injury
shall address the

a. ¢he long—:erm needs and gcals of the fund.

0. Whetnher current funding mechanisms are
sufficient ty adequately firance the fund, and Lf not,
what types of additional funding mechanisms wouid te
appropriate.

c. Recommendablons for payment of administrative
costs asscciated with the fund.

d. Whether a board should be established to
administer the fund, and 1L not, what entity should bpe
responsible for administering the fund.

€. Any other related issues ccncerning the
operation, administration, purposes, and fundirg of
the second injury fund.

3. The 1interim study committee shall have the
authority tc contract with an actuary toc serve as
technical adviscor in completing the charge 0f th
committee.
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4, The interim study committee shall submit a
veport of its findings and recommendations to the
ieglslative ccuncii and the general assembly by
Jarnuary 1%, 1992,

Sec. 2. ASSESSMENT FOR 1991 AND 1992 FISCAL VYEARS.

1. Por the fiscal year commencing Juiy 1, 1990,
the treasurer of state may assess a surcharge trat
applies to all workers' compensation ilnsurance
policies and self-insurance coverages of self-insurers
subject to approval under section 87.4 or 87.L1,
inclucding the state of Icwa coverages, inciuding any
coverages for its departments, divisicons, agencies,
cecamissions, and beoards, or any poiliicai subdivision
coverages which are self-insured or neld cut %o be in
any part self-insured. The surcharge shall not apply
¢ any reinsurance or retrocessional transacticn under
section %20.4 or 520.9. The treasurer cf state shall
base the surcharge upon premiums pald or deposiis
requlred in the fiscal year commencing Suly i, 1989,
as reported by the commnissioner of iasurance. The
surcnarge shall be c¢ollected by insurers from
policynoiders or empleoyers, but an insurance carrier
Or 1ts agent shall not be entitled to any portion of
the surcharge as a fee or commission for its
collection. The surcharge is rct subject to any
taxes, licenses, or fees. However, the treasurer of
state shall not coliect aver four hundred thousand
aollars 1n assessing the surcnarge.

2. Por the fiscal year commencing July 1, 1991,
the treasurer cf state may assess a surcnhnarge as
nrovided o zubsection 1, except that the surcaarge
snali be based upon preniums paid cr depesits required
in the fiscal year commencing JSuiy 1, 1930, as
reported by the commissicner <f 1nsurance, and tha®
the treasurer of state shell nob collect over seven
hundred fhcusand dollars 1in assessing the surcharge,
unless tnhe gensaral assembly authorizes a greater
arcunt to be assessed,

3. The surcharges collected pursuiant Lo this
secticn shail pbe deposited in the second injury fund,
and may be used {cr the payment cf claims,
settiements, and adminlistrative costs. The surcharges
impogsed in this secticn are in addition to, and not in
lieu of, any other assessments authorized by law.

4. &n insurer or self-insurer shall pay a
surcharge 1mpcsed by this section no later than thirty
days following the assessment.

5. a. If an insurer, po¢licyholder, or self-
insurer withdraws from doing business in this state
before the surcharges authorized by this section

_2_
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become due, or fails or neglects to pay the surcharge
imposed, the treasurer of state shall at once proceed
to collect the surcharge, and may employ such legal
process as may be necessary for that purpose, and when
so collected shall deposit the surcharge into the
second iniury fund. The treasurer may bring the suit
in any court of this state having jurisdiction, and
reasonable attorney's fees may be taxed as costs in
the suit.

b. If the surcharges imposed by this section are
not paid or transferred when due, the insurer,
policyholder, cr seif-insurer responsibie £or the
failure shall be reguired tc pay, as parz of zhe
surcharge, interest on the surcharge at the rate of
one and one-half percert per menth Icr each montn Or
fraction of a month delinguent. If the treasurer of
state prevails in any dispute concerning the
assessment of a surcharge which has not been paid or
transferred, interest shall be paid upon the amount
found due to the state at the rate of cne and one-half
percent per month for each month or fraction of a
month delinguent.

c. An insurer is rot liable for a surcharge which
is not paid to the insurer by the policyhelder or
enployver provided the insurer has made good faitn
efforts o collect the surcharge from the policyanlder
or employer. An insurance carrier shall repcrt a
policyholder or employer who £ails to pay a surcharge
within thiroy days of its due date no the treasurer Of
state.

d. I~ any legal contest concerning the amcunt of a
surcharge imposed by this section, any other surcharge
snall continue o be made based upon the anmount
assessed by the treasurer of state. In the event of
an overpayment, the excess amount paid may be credited
against future paymnents otherwise due.

6. For the purpcses of this section, "insurer”
includes a self-insurance group approved by the
commissioner of insurance pursuant to section 87.4.

Sec, 3. EFFECTIVE DATE AND RETROACTIVITY
PROVISIONS.

Subsections 1 and 3 through 6 of section 2
Act, being deemed of immediate importance, ta
upcn enactment, and apply retroactively to in
year beginning July 1, 1580."

2. By renumbering as necessary.

By AL STURGEON
LINN FUHRMAN
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SENATE FILE 502
FISCAL NOTE

A fiscal note for Senate File 502 as amended by $-3245 is hereby submitted
pursuant to Joint Rule 17. Data used in developing this fiscal note 1s
available from the Legislative Fiscal Bureau to members of the Legislature upon
request.

Serate File 502 as amended by $-3245 modifies the funding for the workers'
compensation Second Injury Fund by allowing for a surcharge assessment against
all workers' compensation insurance carriers and self-insureds. The total
amount charged to companies 1is to be based on ap estimate of the amount
necessary to pay the claims of the Fund and is to be limited ro $400,000 for FY
1991 and $700,000 for FY 1992.

The Legislative Council is to establish an interim study committee to examine
and report on the operation and financial adequacy of the Second Injury Fund.

Senate File 302 becomes effective upon enactment and the surcharge is
retrcactive to July 1, 1990.

ASSUMPTIONS:

I. Surcharge assessments will equal the maximum allowable for FY 1991 and FY
1992.

2. Collecrions for work-related deaths per current law will be §325,000 for
FY 1991 and $250,000 for FY 1%92,

3. All collections will be expended to pay claims in the same fiscal year.

4, Administrative expenses associated with the Fund are currently charged to
the General Fund, but would be transferred to the Second Injury Fund. The
cost estimate for FY 1992 1s as follows:

a. $97,000 for 2 attorneys in the Attorney General's (AG) Office.
b. $20,717 for 1l secretary in the AG's Office.

c. $28,686 for 1 investigator in the AG's Office.

d. $17,375 support for the AG's Office.

e. $6,385 for 0.2 FTE in the State Treasurer's Office.

FISCAL IMPACT:

Senate File 502 will increase revenues to the Second Injury Fund by $400,000
for FY 1991 and $700,000 for FY 1992. Expenditures from the General Fund will
decrease by $170,163 for FY 1992.

Sources: State Treasurer
Attorney Ceneral
Department of Employment Services (LSB 27068V.2, MAS)

“TLED APRIL 4, 1991 BY DENNIS PROUTY, FISCAL DIRECTOR
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e 3
consistent allocation methodoicgy. The surcharge

tnhe insured employer fails to pay the insure
insurance carrier, its agent, or a third-par
administrator shall not be entitled to any p
the surcharge as a fee or commission for its
collection. The surcharge is not subject Lo any
taxes, licenses, cr fees. The surcharge is not deemed
to be an assessment or tax, but shall be deemed an
additional benefit paid for injurlies compensable under
the second injury fund. However, the treasurer of
state shall not collect over four hundred thousand
éocllars 1n assessing the surcharge.

2. For the fiscal year commencing July 1, 1991,
the treasurer of state may assess a surcharge as
provided in subsection 1, except that the treasurer
state shall rot collect over elght hundred seventy
thousand dolliars in assessing the surcharge, uniess
the general assembly authorizes a greater amount to pe
assessed.

3. The surcharges collected pursuant to this
section shall be deposited in the second injury fund,
and may be used for the payment of cilaims,
settlements, and administrative costs. The expenses
incurred by the treasurer of state, the attorney
general, the second injury fund, the tasx force, or
the department of revenue and finance, in c¢onnection
with the second injury funé and mayv be paid from the
fund."

2, Page 4, line 8, by striking the words "legal
contest” and inserting the folliowing: Maction®.

3. Page 4, by inserting after line 13 the
following:

" . An employer who fails to pay the surcharges
imposec under tnis section shall not be allowed to
purchase workers' compensation insurance coverage oOr
to renew a self-insurance authorization unless and
until the surcharge has been paid."

4., By renumbering as necessary.

By COMMITTEE ON LABOR AND
INDUSTRIBL RELATIONS
RENAUD of Polk, Chairperson

O
rh

613 FILED APRIL 312, 1991
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SENATE FILE 502

B-3694

Amend the amendment, H-3613, to Senate File 502, as
arended, passed, and reprinteé by the Serate, as
follows:

1. Page 1, by inserting after line 38, the
following:

"The task force shali be exempt f£rom the provisions
of section 69.16."

RS AR « LN W4 I CU P R N I

By SPEAR of Lee
BE-3694 FILE
i .g/,f/‘;/({,___‘ IPEY

SENATE FILE 502

B-3695
: Amend amencment, H i tc Senate Fille 502, as
amended, passed, and rir by the Senate, as
fpolliows:
1. Page i, by
foilowing:

"The voting members li in paragrapns "c", "e",
“g", and "h" shail I ced by the treasurer of
gtate."

2
3
5
6
7
8

513695 FILED APRIL 17,
Adg e 4/ 129 (p 1355)

By BEATTY of Warren
SPEAR of Lee




6

[EEa e BN o« BU B¢ A R U BN SRR VY N N

EQUSE CLIP SHEET

SENATE FPILE 502

8-3613

Amend Senate File 502, as amended, passed, and
reprinteé by the Senate, as fclliows:

i. By strixing page 1, line 1 through page I,
line 11 ard inserting the feollowing:

"Section 1. SECOND INJURY FUND TASK rORCE
ESTABLISHED.

i. The second injury fund task force is
established. The following persons shail serve as
voting members of the task force:

a. The attorney general or the attorney general
designee.

b. The industrial commissioner or the
commissioner's designee.

c. An employer insured under a workers'
compensation insurance policy, from tne business
sector.

d. The director of the department of employment
services, or the director's designee.

e. Two attorneys from the Iowa workers'
compensation advisory committee, one of whom
represents claimants in workers' compensation cases,
and one of whom represents defendants 1n workers'
compensation cases.

f. The commissioner of insurance, or the
commissioner's designee,

g. A representative of a labor union,
organization, or association.

h. A representative of a workers' compensaticn
liability insurance carrier., :

The task force shall also consist of four ex
officio, nonvoting legislative members, one appointed
by the president of the senate, in consultation with
the majority leader of the senate, one appointed by
the minority leader of the senate, one appointed by
the speaker of the house of representatives, in
consultation with tne majority leader of the house of
representatives, and one appointed by the minority
leader of the house of representatives.

2. The treasurer of state shall organize the task
force and perform administrative functions for the
task force.

3. The task force shall study the following issues
related to the workers' compensation second injury
fund:

a. The long-term needs andé gcals of the fund.

b. Whether current funding mechanisms are
sufficient to adequately finance the fund, and if not,
what types of additional funding mechanisms would be
approprliate.

c. Recommendations for payment of administrative

_l__
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1 costs associated with the fund. :
2 d. Changes in the administrative structure
3 concerning the fund or a replacement payment
4 mechanism.
5 e. The role and purpose served by the second il
6
7
8
9

injury fund within the workers' compensation system.
f. Any other related issues concerning the
operation, administration, purposes, and funding of
the second injury fund.
10 4, The task force may contract for professional
11 services necessary for completion of the charge of the
12 task force.

i

13 5. Actual and necessary expenses of the task force
14 shall be paid from the second injury fund.
15 6. In addition to organizing and administering the -

16 task force, the treasurer of state, in consultation

17 with the legislative fiscal bureau, shall examine the

18 financial condition of the fund, including, but not

19 limited to, any trends concerning the fund. The

20 treasurer, in consultation with the legislative fiscal

21 bureau, shall prepare a report of the findings of the

22 examination and transmit the report to the task force.

23 7. The task force shall submit a report of its

24 findings and recommendations to the committee on

25 business and labor relations of the senate and the

26 committee on labor and industrial relations of the

27 house of representatives by January 15, 1992,

28 Sec. 2. SURCHARGE FOR 1991 AND 1992 FISCAL YEARS.

29 1. For the fiscal year commencing July 1, 1990,

30 the treasurer of state may assess a surcharge on

31 workers' compensation weekly benefits paid in the

32 state during the immediately preceding fiscal year.

33 The surcharge is payable by all self-insured employers

34 making weekly benefit payments and all insurers making

35 weekly benefit payments on behalf of insured

36 employers. The surcharge applies to all workers'

37 compensation insurance poclicies and self-insurance

38 coverages of employers approved for self-insurance by

39 the commissioner of insurance pursuant to section 87.4

40 or 87.11, and to the state of Iowa, its departments,

41 divisions, agencies, commissions, and boards, or any

42 political subdivision coverages whether insured or

43 self-insured. The surcharge shall not apply to any

44 reinsurance or retrocessional transaction under

45 section 520.4 or 520.9. The treasurer of state shall

46 base the surcharge for each payor upon the payor's pro

47 rata share of weekly benefits paid in the state during

48 the immediately preceding fiscal year. The treasurer

49 may use reports of weekly benefits paid derived from

50 the last completed policy or reporting year, or other
_2_
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HOQUSE AMENDMENT TO
SENATE FILE 502

5-3522

Amend Senate File 502, as amended, passed, anc
reprinted by the Senate, as {ollows:

1. By striking page 1, iine 1 through page 3,
line 11 and inser ting the foliowing:

"Section 1. SEZCOND INJURY FUND TASK FORCE
ESTABLISHED,

i1, The second injury fund task force is
established. The following persons shall serve as
voting members of the task fcrce:

a. The attorney genera. or the attorney general's
designee.

b. The industrial commissionrer or the
commissioner's designree.

¢. An employer insured under a wWOrkers'
compensation insurance policy, f£rcm the business
sector.

d. The director of the department of employment
services, or the director's cesignee.

e. Two attorneys from the Iowa workers'
compensation adviscry comm‘hhee, one of whom
represents clalmants in workers' compensation cases,
and ore of whom represents defendants in workers'
compensation cases.

f. Tne commissioner ¢f insurance, or the
commissioner's designee.

G- A representative of a labor unicn,
organization, cr association.

h. A representative 0of a workers' compensation
liabpility insurance carrier.

The voting members listed Ln paragraphs “c", "e",
“g", and "h" shall be appointed by the treasurer of
state.

The task force shall also consist of four ex
cofficio, nonvcting legislative members, <ne appolnted
by the president of the serate, 1n consultation with
the maiority leader cf the senate, one appointed by
the minority leader of the senate, one appcinted by
the speaker of the house of representatives, in
censultation with the majority leacder of the house of
representatives, and one appcinted bv the ainority
leader of the house 2f :epresenbac~veb.

2. The treasurer of state shall grganize the task
force and perform administrative functions {cr the
task force.
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related tc the workers' compensation second injury
fund:
a. The long-term needs and goals of the Ffund.
b. Whether current furnding mechanisms are
sufficient to adeguately finance the fund, and 1If nc

<Y
‘N_J

SR =N
pe el

N
o

3. The task force shall study the following issues
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what types of additional funding mechanisms wouid be
appropriate.

Cc. Recommendaticns for payment of administraciv
costs associated with the fund.

d. Changes in the admiristrative structure
concerning the fund or a repiacement payment
mechanism,

e. The role and purpose served by the second
injury fund within the workers' compensat:ion system,

t. Any other related lssues concerning the
operation, adminiscration, purposes, and fundin
the secend injury fund.

4. The tasx Zorce may contract for prof
cervices necessary for completicn of the c¢h
task force.

5. Actual and necessary expenses of the task force
shail be paid from the second injury fund.

6. In addition fo orgarnizing and administering the
rask force, the treasurer of state, 1n consultation
with the legislative fiscal bureau, shall examine the
financial conditicn of the fund, including, but not
iimited to, any trends concerning the fund. The
treasurer, in consultatlion with th _egxsl-\*ve fiscal
bureau, snali prepare a report of the findings of the
examinatlon and %“ransmit the repor:t to the task force.

7. Trhe task force shail submiit a report of ¢
“ndings and recommendations to the committee on
businress and iabor reiatlons cf the senate and Lhe
cemmittee 2n laber and 1ndustrial reiaticns af =
house <f representatives by January 15, 1832,

Sec. 2. SURCHARGLE #OR 1951 AND 25332 FISCAL YLARS,

1. For trhe fiscai year ccmmencilag Juiv L, 1990,
the treasurer of state may assess a surcharge on
workers' compensaticn weexkly benefits paid 1 the
state during the immedliately preceding fiscal year.
The surcharge 18 payable by all self-~insured empioyers
making week.y penefit payments &nd ail insurers making
weekly benefit payments on pehalf of insured
employers. The surcharge app.ies to all workers'
compensation insurance policies and self-insurance
coverages of empioyers approved for self-insurance by
~he commissloner <f insurance pursuant to sscticn 87.
or 87.1%, and to the state of Iowa, lts departments,
divisions, agencies, commissions, and boards, or any
political subdivision ccveragas whether insured or
seif-insured. The surcharge shall not apply tc any
reilasurance or retrocessional transaction under
secticn 520.4 or 520.3. The treasurer cf ztate ﬁall
base the surcharge for each paycr upon the payer's pre
rata share of weekly benefits pald in the srtate curing

_2_
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28
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31
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34
35
36
37
38
39
40
41
42

rhe immediately preceding IZiscal

may use reports of weekly benefl

+he last completed policy or re

consistent allocation methcdoleg

collectable by an insurer ¢r from

the insured employer fails to pay the insurer.
insurance carrier, its agent, or a third-party
administrator shall not be entitled to any portiocn

the surcharge as a fee or commission for its
collection. The surcharge is not subject to any
taxes, licenses, or fees. The surcharge is nct deemed
to be an assessment or tax, put shall be deemed an
additional benefit paid for injuries compensable under
the second injurv fund. However, the treasurer of
state shall not collect over four nundred thousand
dollars in assessing the surcharge.

2. For the fiscal year commencing July 1, 1991,
+he treasurer of state may assess a surcharge as
provided in subsection 1, except that the treasurer of
state shall not collect over eight hundred seventy
thousand dollars in assessing the surcharge, uniess
the general assembly authorizes a greater amount to be
assessed.

3. The surcharges collected pursuant to this
section shail be deposited in the second injury fund,
and may be used for the payment of claims,
settiements, and administrative costs. The expenses
incurreé¢ by the treasurer cf state, tThe attorney
general, the second injury fund, the task fcrce, or
the department of revenue and finance, in connection
with the second insury fund and mayv be palc frcm the
fund."

2. Page 4, line 8, by striking the words "legal
contest" and inserting the following: ‘"acticn”.

3. Page 4, by inserting after line 13 the
following:

" . Aan empioyer who fails to pay the surcrarges
imposed under this section shall not be allicwed to
purchase workers' compensatiocn insurance ccverage or
0 renew a self-insurance authorization unless and
unitil the surcharge has been paid.”

4. By renumbering as necessary.

RECEIVED FROM THE HOUSE

$-3522 FILED APRIL 22, 1991
7
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SENATE FILE 502
3553
amend the amendment
amended, passed, and r
follows:

t
|

, 5-3522, to Senate Flle 5
eprinted by the Senate, as

1. Page 3, line 31, by s:zriking the words "Zund
and" and inserting the following: "fund,".

2. Page 3, line 32, by inserting after the word
"fund." the following: '"However, the payment c¢i

acdministrative costs and expenses incurred by the
treasurer cf state, the attorney general, the second

D Ul Lo b0 2 O D L0~ PN s L) B Y

10 injury fund, the task force, ancé the departmen: of

1l revenue and firance, as authorized in this subsectlon,
12 shall only be permitted for administrative <ests ancg

13 expenses incurred in the fiscal vear commeéncing July

14 1, 2991, and shall not exceed cne nundred seventy

15 thousand dollars, unless further action is taken Dy

16 the ceneral assemblv.”

By AL STURGEON
LINN FUHRMAN

$-3553 FILED APRIL 24, 1991
ADOPTED {p. 5/




SENATE AMENDMENT TO BOUSE AMENDMENT TO SENATE FILE
H-3890

502

Amend the amendment, S$~3522, to Senate File 502, as
amended, passed, and reprinted by the Senate, as
follows:

1. Page 3, line 31, by striking the words "fund
and" and inserting the following: “"fund,".

2. Page 3, line 32, by inserting after the word
“fund." the following: “Eowever, the payment of
administrative costs and expenses incurred by the
treasurer of state, the attorney general, the second
injury fund, the task force, and the department of
revenue and finance, as authorized in this subsection,
shall only be permitted for administrative cosis and
expenses incurred in the fiscal year commencing July
i, 1991, and shall not exceed one nhundred seventy
thousand dollars, unless further action is taken by
the general assembly.”
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BY (PROPOSED COMMITTEE ON
BUSINESS AND LABCR
RELATIONS BILL BY
CHAIRPERSON RUNNING}
Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Ast relating to workers' health, safety, and welfare, by
providing funding for the second injury fund and providing
applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 2706SC 74
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Section 1. Section 85.65, Code 1991, is amended to read as
follows:

85.65 PAYMENTS TO SECOND INJURY FUND.

l. The employer, or, if insured, the insurance carrier in
each case of compensable injury causing death, shall pay to
the treasurer-of-state second injury fund board for the second
injury fund the sum of four thousand dollars in a case where
there are dependents and fifteen thousand dollars in a case
where there are no dependents. The payment shall be made at
the time compensation payments are begun, or at the time the

burial expenses are paid in a case where there are no
dependents. However, the payments shall be reqguired only in
cases of injury resulting in death coming within the purview
of this chapter and occurring after July 1, 1978. These
payments shall be in addition to any payments of compensation
to injured employees or their dependents, or of burial
expenses as provided in this chapter.

2. For the purpose of providing for revenue for the second

injury fund, every authorized self-insurer approved by the

commissioner of insurance pursuant to section 87.11, every
policyholder of an authorized self-insurance group approved by
the commissioner pursuant to section 87.4, and every workers'

compensation policyholder of a plan or policy insured pursuant
to this chapter or rules adopted pursuant to this chapter,

shall be liable for payment of an annual surcharge in

accordance with this section.
3. The annual surcharge shall apply to all workers'
compensation insurance policies and self-insurance coverages

which are written or renewed on or after July 1, 1992,
including the state of Iowa coverages, including any coverages

for its departments, divisions, agencies, commissions, and
boards, or any political subdivision coverages which are self-

insured or held out to be in any part self-insured. The
surcharge shall not apply to any reinsurance or retrocessional

transaction under section 520.4 or 520.9.
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4. On June 1, 1992, and each year thereafter, the second
injury fund board shall estimate the amount of benefits and

administrative expenses payable from the second injury fund
during the ensuing calendar year, and shall calculate the
total amount of the annual surcharge to be imposed during the
ensuing calendar year upon all workers' compensation
policyholders and authorized self-insurers based upon premiums
paid or deposits required in the previous year as reported by
the commissioner of insurance. The amount of the annual
surcharge to be imposed upon all policyholders and self-
insurers shall equal the moneys estimated by the board to be
payable from the second injury fund during the 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

insurer at the same time and in the same manner that a premium
1s collected, but an insurance carrier or its agent shall not

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

commission for its collection. The surcharge is not subject

to any taxes, licenses, or fees.

5. All surcharge amounts imposed by this section shall be
paid to the second injury fund board and shall be deposited to
the credit of the second injury fund.

6. 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
surcharge, "insurer” includes a self-insurance group approved

by the commissioner of insurance pursuant to section 87.4. &n
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authorized self-insurer approved by the commissioner of
insurance pursuant to section 87.11 shall pay the surcharge
not later than July 30 of the year in which the surcharge is
imposed.

7. If a policyholder or self-insurer fails to make payment
cf the surcharge or an insurer fails to make timely transfer

to the second injury fund bocard of surcharges actually
collected from policyholders, as required by this section, a
penalty of fifteen percent of the surcharge unpaid, or
untransferred, shall be assessed against the liable

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

a summary proceeding brought by the board on behalf of the
fund.

Sec. 2. NEW SECTION. 85.65A CARRIERS WITHDRAWING FROM
STATE LIABLE FOR SURCHARGE IMPOSED -- SECOND INJURY FUND
EMPOWERED TO COLLECT.

If an insurance carrier withdraws from doing business in

this state before the tax becomes due according to section
85.65, or fails or neglects to pay the surcharge imposed, the
second injury fund board shall at once proceed to collect the
surcharge, and the board may employ such legal process as may
be necessary for that purpose and when so collected the board
shall pay the surcharge into the second injury fund. The suit
may be brought by the board, in any court of this state having
jurisdiction, and reasonable attorney's fees may be taxed as
costs in the suit.

Sec. 3. NEW SECTION. 85.65B DELINQUENT SURCHARGE,
INTEREST, RATE -- OVERPAYMENT OF SURCHARGE, CREDIT.

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

or transferred when due, the policyholder, self-insurer, or
insurer responsible for the failure shall be required to pay,
as part of the surcharge, interest on the surcharge at the
rate of one and one-half percent per month for each month or
fraction of a month delinquent. If the second injury fund

-3-
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board prevails in any dispute concerning an assessment of
surcharge which has not been paid or transferred, interest
shall be paid upon the amount found due to the state at the
rate of one and one-half percent per month for each month or
fraction of a month delinguent.

2. An insurer is not liable for a surcharge which is not
paid to the insurer by the policyholder provided the insurer
has made good faith efforts to collect the surcharge from the
policyholder. An insurer shall report a policyholder who
fails to pay a surcharge within thirty days of its due date to
the second injury £fund board.

3. In any legal contest concerning the amount of the
surcharge imposed under section 85.65 for a calendar year, the
quarterly installments for the following year shall continue
to be made based upon the amount assessed by the second injury
fund board. 1If after the end of any year, the amount of the
actual surcharge due is less than the total amount of the
installments actually paid, the excess amount paid shall be
credited against the tax for the following year and deducted
from the quarterly installment otherwise due on June 1.

Sec. 4. Section 85.66, Code 1991, is amended to read as
follows:

85.66 SECOND INJURY FUND -- PAYMENTS -- CUSTODIAN.

When the total amount of the payments provided for in the
preceding section, together with accumulated interest and
earnings, equals or exceeds ene two million dollars no-further
contributions to and surcharge assessments for the fund shall

be required suspended commencing with the next quarter: but

when, thereafter, the amount of the sum is reduced below five
hundred-thousand one million dollars by reason of payments
made to employees pursuant to this division, contributions and

surcharge assessments shall be resumed commencing with the
next quarter and shall continue until the sum, together with
accumulated interest and earnings, again amounts to ene two
million dollars. The treasurer-of-seate second injury fund

_4_
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board shall determine when contributions and surcharge
assessments shall be made to for the fund and when they shall

be suspended and the board may enforce the collection of
contributions and surcharge assessments.

Moneys so collected shall constitute a “Second Injury
Fund", in the custody of the treasurer of state, to be
disbursed only for the purposes stated in this division, and
shall not at any time be appropriated or diverted to any other
use or purpose. The treasurer of state shall invest any
surplus moneys of the fund in securities which constitute
legal investments for state funds under the laws of this
state, and may sell any of the securities in which the fund is
invested, if necessary, for the proper administration or in
the best interests of the fund. Disbursements from the fund
shall be patd approved by the treasurer-of-state second injury

fund board only upon the written order of the industrial

commissioner. The treasurer-of-state board shall quarterly
prepare a statement of the fund, setting forth the balance of
moneys in the fund, the income of the fund, specifying the
source of all income, the payments out of the fund, specifying
the various items of payments, and setting forth- the balance
of the fund remaining to its credit. The statement shall be
open to public inspection in the office of the treasuzer-of
state board.

Sec. 5. Section 85.67, Code 1991, is amended to read as
follows:

85.67 ADMINISTRATICN OF FUND -- BOARD ESTABLISHED --
SPECIAL COUNSEL.

1. A second inijury fund board is established. The board

shall consist of five members, appointed or designated as

follows:
ad. The director of the department of employment services,

or the director's designee.
b. An attorney practicing in the area of workers'

compensation, appointed by the governor.

_5_
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¢. The commissioner of insurance, or the commissioner's

designee.
d. A representative of a labor union, organization, or

association, appeointed by the governor.

e. A representative of a workers' compensation liability

insurance carrier, appcinted by the governor.

2. Members of the board shall serve staggered terms of
four years beginning on July 1 and ending on June 30.
Vacancies on the board shall be filled in the same manner as

original appointments or designations.
3. Members of the board shall qualify by taking the oath
of officer prescribed by law for state officers. At its first

meeting of each year, the board shall organize by electing a
chairperson and vice chairperson for terms of one year. The

board shall meet at least four times each year and shall hold

speclial meetings when called by the chairperson or, in the

absence of the chairperson, by the vice chairperson, or by the

chairperson upon written request of three members of the

board.
4. The treasurer of state shall be charged with the
conservation, investment, and custody of the assets of the

second injury fund, and the board is responsible for the

administration and collection of ceneributions payments and
assessments to the fund as well as the approval of settlements

and claims based upon the awards by the industrial

commissioner. The attorney general shall appoint a staff

member to represent the treasurer-of-state board and the fund
in all proceedings and matters arising under this division.

5. In making an award under this division, the industrial
commissioner shall specifically find the amount the injured
employee shall be paid weekly, the number of weeks of
compensation which shall be paid by the employer, the date
upon which payments out of the fund shall begin, and, if
possible, the length of time the payments shall continue.

6. The board may contract for services from professionals

-6~
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in order to fulfill its duties. The board shall contract with
an actuary to serve as its technical advisor. The board shall

cause an annual actuarial valuation to be made of the assets
and liabilities of the fund and shall prepare an annual
statement of the surcharge amounts to be assessed to the fund

pursuant to the funding mechanisms established under this
division. The board shall publish the valuation of assets and
liabilities and the statement of receipts and disbursements of
the fuhd, and shall include this information in a report to
the general assembly on an annual basis covering each fiscal
183t .

7. The members of the board shall be paid actual and
necessary expenses incurred in the performance of their duties
and, in addition, members who are not state employees shall

receive per diem compensation at the rate specified in section

7E.6. The per diem and expenses, as well as the
administrative costs of the board, including, but not limited
to, the compensation and expenses of an actuary, shall be

assessed against and may be paid from the fund.

Sec. 6. Section 85.68, Code 1991, is amended to read as
follows:

85.68 ACTIONS.

The treasurer-of-state second injury fund board, on behalf
of the second injury fund created under this division, shall
have a cause of action under section 85.22 to the same extent
as an employer against any perseon not in the same employment

by reason of whose negligence or wrong the subsequent injury
of the previously disabled person was caused. The action
shall be brought by the tressnrer-of-state board on behalf of
the fund, and any recovery, less the necessary and reasonable
expenses incurred by the »ressurer-of-state board, shall be
paid to the treasnrer-of-scate board and credited to the fund.

Sec. 7. NEW SECTION. 85.68A EXPENSES OF ADMINISTRATION
PAYABLE FROM FUND.

The expenses incurred by the treasurer of state, second

-7 -
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injury fund board, the attorney general, or the department of
revenue and finance, in connection with the second injury
fund, are chargeable to the second injury fund and may be made
paid from the fund. The second injury fund board may enter
into one or more agreements authorized under chapter 28E with
the treasurer of state, department of revenue and finance, and
the attorney general to provide compensation for the
administrative functions provided by those departments or
officers in connection with the fund.

Sec. 8. NEW SECTION. -85.68B RULES.

The second injury fund board, in cooperation with the
treasurer of state, shall adopt rules, pursuant to chapter

17A, as necessary to administer the second injury fund and
enforce the second injury fund surcharge assessments.

Sec. 9. FUND OPERATION STUDY COMMITTEE., The legislative
council is requested to establish an interim study committee
to examine the operation of the second injury fund. The study
committee shall consider whether current mechanisms are
sufficient to adequately finance the fund. The study
committee shall submit a report of its findings and
recommendations to the legislative council and the general
assembly by January 15, 1992.

Sec. 10. ASSESSMENT FOR 1991 AND 1992 FISCAL YEARS.

1. For the fiscal year commencing July 1, 19380, the
treasurer of state may assess a surcharge that applies to all
workers' compensation liability insurance carriers. The
surcharge shall be based upon a standard rate applied to the
total dollar volume of premiums received by the carrier
pursuant to compensation liability policies issued for a
fiscal period. However, the treasurer of state shall not
collect over four hundred thousand dollars in assessing the
surcharge,

2. For the fiscal year commencing July 1, 1991, the second
injury fund board may assess a surcharge that applies to all
workers' compensation liability insurance carriers. The

-8~



S YW 00 < N s W ke

W W W w W W NN RN R R R N = e
L O Lt T = T & ¢ < = T T - PUTNY N B A <o S Ve B+ - I B« O I S N S

surcharge shall be based upon a standard rate applied to the
total qollar volume of premiums received by the carrier
pursuant to compensation liability policies issued for a
fiscal period. However, the board shall not collect over

seven hundred thousand dollars in assessing the surcharge,

unless the general assembly authorizes a greater amount to be
assessed.

3. The surcharges collected pursuant to this section shall
be deposited in the second injury fund, and may be used for
the payment of claims, settlements, administrative and legal
costs of the second injury fund board, and expenses and per
diem compensation for board members. The surcharges imposed
under this section are in addition to, and not in lieu of,
other assessments authorized pursuant to this Act.

Sec. 11. EFFECTIVE DATE AND RETROACTIVITY PROVISIONS.
Subsections 1 and 3 of section 10 of this Act, being deemed of
immediate importance, take effect upon enactment, and apply
retroactively to the fiscal year beginning July 1, 1990.

EXPLANATION

Sections 1 through 3 modify the funding mechanism for the
workers' compensation second injury fund and provide
procedural and enforcement authority for collecting the newly
imposed surcharge. Currently the second injury fund is
financed by a payment to the fund from each death benefit paid
under the workers' compensation system. The bill adds to the
assessment upon death benefit payments a surcharge based upon
premium dollars or self-insurance costs,

Section 4 increases the minimum and maximum cap for the
fund's balance and makes conforming changes with sections 1
through 3.

Sections 5 through 8 establish a five-member second injury
fund board to administer the second injury fund, to assess and
collect payments to the fund, and to approve settlements and
claims from the fund. The board is required to compile an
annual actuarial report of the fund. The treasurer of state

-5 =
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would remain the custodian of the assets of the fund. Section
7 provides that administrative expenses related to the fund
would be payable from the fund.

Section 9 reguests the legislative council to establish an
interim study committee to examine and report on the operation
and financial adequacy of the second injury fund.

Sections 10 and 11 establish workers' compensation
insurance or self-insurance surcharges for the fiscal years
beginning July 1, 1990, and July 1, 1991.

LSB 2706SC 74
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SEMATE FILE 502

AN ACT
RELATLHNG TO WORKERS'™ HEALTH, SAFETY, AND WELFARE, BY PROVID-
ING FUNDING POR THE SECOND [NJURY FUND AND PROVIDING AP-
PLICABILITY AND EFFECTIVE DATES.

8E IT ENACTED BY THE GENERAL ASSENALY OF THF STATE OF IOHA:

Section 1. SECOND INJURY FUND TASK FORCE ESTARLISHED.

1. ‘The second injury fund task force is established. The
following persons shall secve as voting members of the kask
force:

a. The attorney genaral or the attorney general's
designee,

b. The industrial commissioner or the commissioner's
designee,

¢. An employer insured under a workers' compensation
insurance policy, from the business sectoc.

d. The director of the department of employment services,
or the director's designee,

e, Two attorneys [rom the lowa workers' compensation
advisory committee, one of whcm represents claimants in
workers' compensation cases, and one of whom represents
defendants in worketrs' compensatlon cases.

f. The commissioner of ingsurance, or the commissioner's
designee,

g. A representative of a labor unjon, organization, or
assocliation,

Senate File 502, p. 2

. A representative of a workers' compensation liability
insurance carrier,

The voting members listed in paragraphs “c¢™, "e"., "g", and
"h" shall be appointed by the treacurer of state,

The task force shall also consist of four ex officio,
nonvoting legislative members, one appointad by the president
of the senate, in consultation with the majority leader of the
senate, one appolinted by the minority leader of the senate,
one appointed by the speaker of the house of representatives,
in consultation with the majocity leader of the house of
representatives, and one appointed by the minority leadec of
the house of representatives,

2. The treasurer of state shall ocganize the task focce
and perform administrative functions for the task force.

3. The task force shall study the following issues related
to the workers' compensation second injury fund:

a, The long-terr needs and quals of the fund.

b, Whether curteant funding mechanisos are sufficient to
adequately finance the tund, and Lf nok, what types of
additional funding mechanisms would be appropriate.

c. Recommendations €or payment of administrative costs
associated with the fund.

d. Changes in the administrative structure concerning the
fund or a replacement payment mechanism,

e. The role and purpose served by the second injury fund
within the workers' compensation system,

f. Any other related issues concerning the operation,
administration, purposes, and funding of the second injury
fund.

4. The task force may contract for professional services
necessary for completion of the charge of the rtask force.

5. Actual and necessary expenses of the task force shall
be paid from the second injury fund.

6. 1n addition to organizing and administering the tasi

force, the treasurer of state, in consultation with the

206 4s
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legislative figcal bureau, shall examine the financial
condition of the fund, including. but not limited to, any
treads concerning the fund. The treasurec, in consultation
with the legislative fiscal bureau, shall prepace a report of
the findings of the examination and transmit bEhe report to the
task force.

7. The task force shall submit a ceport of itg findings
and recommendations to the committee on business and labor
telations of the senate and the committee on labor and
industrial relations of the house of representatives by
Januvary 15, 1992,

Sec. 2. SURCHARGE FOR 1991 AND 1992 FTISCAL YEARS.

L. For the fiscal yeac commencing July L1, 1990, the
treasurer of state may assess a surchacge on workers'
compensation weekly benefits paid in the state during the
imrediately preceding fiscal year. The surcharge 1§ payable
by all self-insured employers making weekly benefit payments
and all insurers making weekly benefit payments on behalf of
insured employers. The succharge applies Lo all vorkers®
compensation insurance policies and self-insurance coverages
of employera approved for self-insurance by the cocmissioney
of imsurance pursuant to section 87.4 or 87.11, and to the
state of lowa, its depactments, dlvisions, agencies,
comnissions, and boards, or any political subdivision
coverages whether insured or self-ingured. The surcharge
shall not apply to any reinsurance or retrocessional
transaction under section 520.4 cr %210.%9. ‘The treasurer of
state shall base the surcharge for each payor upon the payor’s
pro rata share of weckly benefits paid in the state during the
irmediately preceding fiscal year. The treasurer nay use
ceports of weekly henefits paid derived [rom the lasr
completed pelicy or reporting year, or other consistent
allocation methodoiogy. The surcharqe :s collectable by an
insurer or frow its policyholders if the insured employer
fails to pay the insurer. An iasurance carrierc, its agent, or

Senate File %02, p. 4

a third-party administrator shall not be entitled to any
poction of the surcharge as a fee or commission foc its
collection. The surcharge is pot subject Lo any taxes,
licenses, or fees. ‘The surcharge is not deened to be an
assessment or tax, but shall be deemed an additional benefit
paid for injuries compensable under the seccend injury tund.
However, tha treasurer of srate shall not coliect over four
hundred thousand dollars 1o asscssing the surcharqge,

2. Por the fiscal year comnencing July 1, 1991, the
treasurer of state may assess a surcharge as provided in
subsection 1, except that the teeasurer of state shall not
collect over eight hundred seventy thousand dollars in
assessing the surcharge, unless the gencral assembly
authorizes a greater amount to be assessed.

3. The surcharges collected purcuant to this section shall
be deposited in the second injury fund, and may be used for
the payment of ¢laims, settlements, and administrative costs.
The expenses incurcred by the treasurer of state, the attorney
general, the second injury fund, the task force. or the
department of cevenue and finance, in connection with the
second injury fund, may be paid from the fund. However, the
payment of administrative costs and expenses lncurced by the
treasurer of state, the attorney general, the second injury
fund, the task Force, and the department of reveaue and
finance, as authorized in this subsection, shall only be
permitted for administrative costs and expenses incurred in
the Fiscal year ¢ommencing July 1. 1991, and shali not excecd
one hundred seventy thousand dollacs, unless {urther action is
taken by the general assembly.

4., An insurer or self-ingoerer shall pay a surcharge
impnsed by this section no later than tharty days following
the assessment,

5. a. If an insurer, policybolder, or self-insurer
withdraws feom doing business tn this state pbefore the

surcharges authorized by this section become due, or fails or
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neglects to pay the surcharge imposed, the treagsucer of gtate
shall at once proceed to colhect the surcharge, and may employ
such legal procesa as may be naecessary for that purpose, and
when 30 collected shall deposit the surcharge ianto the second
injucy fund. The treasurer may bring the suibt in any court of
this state having jurisdiction, and reascnabile attorney's fees
may be taxed as €osts in the suit,

b. 1f the surcharges imposed by this section are not paid
ot transfercred when due, the insurer, policyholder, or self-
insurec responsible for the tailure shall be required to pay,
as part of the surchacge, interest on the surchaege at the
rate of one and one-half pecceant per month for each month or
fraction of a month Jdelinguent., [f the treasurer of state
peevaila in any dispute concerning the assessment of a
surchatge which has not been paid or transferced, interest
shall be paid upon the amount found due to Lhe state at the
tate of one and one-half percent per month for each month or
fraction of a month delinguent.

c. An insurer is not liable for a surchacge which is not
paid to tne insurer by the policyholder or employer provided
the insurer has made good fairh efforts to coliect the
surcharge from the policyholder or employer. An insurance
carrier shall ceport a policyholder or employer who fails to
pay a surcharge within thicty days of its due date to the
treasucer of state,

4. In any action concerning the arouat of a succharge
imposed by this section, any other surcharge shall continue to
be made based upon the amount assessed by the treasurev of
state. In the event of an overpayment, the excess amount paid
ray be ceedited agoinst €uture paycents otherwise due,

e. An employer who fails to pay the surcharges imposed

under this section shall not be allowed to putchase workecs

compensation insurance coverage or to renew A self-insucance

authorization unless and until the surcharge has been paid.

S¢nate File 502, p. 6

f. For the purposes of this section, “insurer” includes a
self-insurance qroup approved by the commissioner of insurance
pursuant to section B7.4,

Sec, 3. EFFECTIVE DATE AND RETROACTIVITY PROVIGIONS.

Subgections 1 and 3} theough & of sectiosn 2 of this Act,
being deemed of immediate importance, taxe elfect upon
enactment., and apply retroactively to rhe Eiscal year
beginning July L. 1990,

JOE J. WELSH
Preszident of the Senate

ROAERT C. ARNOULD
Speaker of the House

1 hereby certify that this bill originated in the Senate and
is known as Senate File 502, Seventy-fourth General Assembly.

JOHN F. DWYER
Secretary of the Senate
Approved et f C?m, 1991

TERRY E, BRANSTAD

Governct




