Ch. 55 WASHINGTON LAWS, 1986

This section shall expire on July 1, 1988.

NEW SECTION. Sec. 3. There is appropriated twenty-four thousand
five hundred dollars from the medical aid fund of the department of labor
and industrics and twenty-four thousand five hundred dollars from the ac-
cident fund of the department of labor and industries, or so much thereof as
may ve necessary, 10 the department of labor and industries for the bienni-
um ending June 30, 1987, to carry out the purposes of section 2 of this act.

NEW SECTION. Sec. 4. Section 1 of this act shall take effect July I,
1986, and shall apply to claims accepted after June 30, 1986.

Passed the House February 12, 1986.

Passed the Senate March 3, 1986.

Approved by the Governor March 12, 1986.

Filed in Office of Secretary of State March 12, 1986.

CHAPTER 56

[House Bill No. 1721]
INDUSTRIAL INSURANCE——SUPPLEMENTAL PENSION FUND——
OCCUPATIONAL DISEASE

AN ACT Relating to the supplemental pension fund; and amending RCW 51.48.110.
Be it enacted by the Legislature of the State of Washington:
Sec. 1. Section 65, chapter 289, Laws of 1971 ex. sess. and RCW 51-
.48.110 are each amended to read as follows:
Where death results from the injury or occupational discasc and the
deceased leaves no beneficiaries, a self-insurer shali pay into the supple-
mental pension fund the sum of ten thousand dollars.

Passed the House February 14, 1986.

Passed the Senate March 3, 1986.

Approved by the Governor March 12, 1986.

Filed in Office of Secretary of State March 12, 1986.

CHAPTER 57

[Substitute House Bill No. 1783]
INDUSTRIAL INSURANCE——SELF-INSURERS——SECURITY REQUIREMENTS

AN ACT Reclating to sccuring the obligations of sclf-insured employers; amending RCW
51.14.020, 51.14.060, 51.14.070, and 51.14.080; adding ncw scctions to chapter 51.14 RCW;
and creating a new section.

Be it enacted by the Legislature of the State of Washington:

Scc. 1. Section 27, chapter 289, Laws of 1971 ex. sess. as last amended
by section 9, chapter 323, Laws of 1977 ex. sess. and RCW 51.14.020 are
cach amended to read as follows:
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(1) An employer may qualify as a sclf-insurer by cstablishing to the
dircctor's satisfaction that he or she has sufficient financial ability to make
certain the prompt payment of all compensation vnder this title and all as-
sessments which may become due from such empluyer. Each application for
certification as a sclf-insurer submitted by an employer shall be accompa-
nicd by payment of a fec of one hundred fifty dollars or such larger sum as
the director shall find necessary for the administrative costs of evaluation of
the applicant’s qualifications. Any employer who has formerly been certified
as a sclf-insurer and thereafter ccases to be so certified may not apply for
certification within three years of ceasing to have been so certified.

(2) A sclf-insurer may be required by the director to supplement ex-
isting financial ability by depositing in an escrow account in a depository
designated by the director, moncy and/or corporate or governmental sccu-
ritics approved by the dircctor, or a surcty bond written by any company
admitted to transact surcty business in this state fled with the department.
The money, sccuritics, or bond shall be in an amount reasonably suflicient
in the dircctor's discretion to insure payment of rcasonably foresccable
compensation and assessments but not less than the employer's normal ex-
pected annual claim liabilitics and in no cvent less than one hundred thou-
sand dollars. In arriving at the amount of moncy, sccuritics, or bond
required under this subsection, the director shall take into consideration the
financial ability of the employer to pay compensation and assessments and
his or her probable continuity of operation. The moncy, sccurities, or bond
so deposited shall be held by the director to secure the payment of compen-
sation by the sclf-insurer and to secure payment of his or her assessments.
The amount of security may be increased or decrecased from time. to time by
the director. The income from any securitics deposited may be distributed
currently to the self-insurer.

(3) Sccuritics or money deposited by an employer pursuant to subscc-
tion (2) of this section shall be returned to him or her upon his or her writ-
ten request provided the employer files the bond required by such
subsection.

(4) If the employer sceking to qualify as a sclf-insurer has previously
insured with the state fund, the director shall require the employer to make
up his or her proper share of any deficit or insufliciency in the state fund as
a condition to certification as a sclf-insurer.

(5) A sclf-insurer may reinsure a portion of his or her liability under
this title with any reinsurer authorized to transact such reinsurance in this
state: PROVIDED, That the reinsurer may not participate in the adminis-
tration of the responsibilitics of the self-insurer under this title. Such rein-
surance may not exceed cighty percent of the liabilities under this title.

(6) For purposcs of the application of this section, the department may
adopt separate rules cstablishing the security requirements applicable to
units of local government. In sectting such requircments, the department

[185])



Ch. 57 WASHINGTON LAWS, 1986

shall take into consideration the ability of the governmental unit to meet its
sclf-insured obligations, such as but nol limited to source of funds, perma-
nency, and right of default.

Sec. 2. Section 31, chapter 289, Laws of 1971 ex. sess. and RCW 51-
.14.060 arec cach amended to read as follows: _

(1) The director may, in cases of default upon any obligation under
this title by the sclf-insurer, after ten days notice by certified mail to the
defaulting self-insurer of ((his)) the intention to do so, bring suit upon such
bond or collect the interest and principal of any of the securitics as they
may become due or sell the sccuritics or any of them as may be required or
apply the money deposited, all in order to pay compensation({;)) and dis-
charge the obligations of the defaulting self-insurer under this ullc((—‘md
pay-premiums—for-futurc-tnsuranceof theemployer'sobligations)).

(2) The director shall be authorized to fulfill the defaulting self-in-
sured employer's obligations under this title((;paymg-thenecessary-premi=
um)) from the defaulting self-insured employer's deposit or from other
funds provided under this title for the satisfaction of claims against the de-

faulting sclf-insured employer((;and-having—subrogation—rights—against-the
ddaﬂ*ﬁng‘cmphycrm—thmmr&mfnndv-othﬂ-fhmhcmm}oycﬁs
depositi-expended—for-the—payment—of—premivms—or—compensation—in—per-
formanceof-the—defantting—employer's—obligations)). The defaulting self-

insured cmployer is liable to and shall reimburse the director for the
amounts nccessary to fulfill the obligations of the defaulting self-insured
cmployer that are in excess of the amounts received vy the director from
any bond filed, or securitics or moncy deposited, by the defaulting self-in-
sured cmployer pursuant to chapter 51.14 RCW. The amounts to be reim-
bursed shall include all amounts paid or payable as compensation under this
title together with administrative costs, including attorneys' fees, and shall
be considered taxes duc the state of Washington.

Scc. 3. Scction 36, chapter 289, Laws of 1971 ex. sess. and RCW 5§1-
.14.070 are cach amended to rcad as follows:

((€1)) Whenever compensation duc under this title is not paid because
of an uncorrected default of a self-insurer, such compensation shall be paid
from the medical aid and accidents funds ((ontyafter-the-moneysavaitable
exhausted:
paynrent-into-theappropriate—fund—of-the—amounts—paid-therefromby-tie
!. _mvfor tenforcimmthis—tabititv—thed; _forti
benefit-of-theappropriatefund,—shat-besubrogated—toait-of-therights—of

the-personreceiving-—such-compensation)), and any moncys obtained by the
dircctor from the bonds or other sccurity provided under RCW 51.14.020

shall be deposited to the appropriate fund for the payment of compensation
and administrative costs, including attorneys' fees.
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NEW SECTION. Sec. 4. A new section is added to chapter 51.14
RCW to read as follows:

(1) In all cases of probate, insolvency, assignment for the benefit of
creditors, or bankruptcy, the claim of the state for the amounts necessary to
fulfill the obligations of a defaulting self-insured employer together with
administrative costs and attorneys' fees is a licn prior to all other liens or
claims and on a parity with prior tax licns and the mere existence of a de-
fault by a self-insured employer is sufficient to create the lien without any
prior or subsequent action by the state. All administrators, receivers, and
assignees for the benefit of creditors shall notify the director of such ad-
ministration, reccivership, or assignment within thirty days of their ap-
pointment or qualification.

(2) Separate and apart and in addition to the licn established by this
scction, the department may issuc an assessment, as provided for in RCW
51.48.120, for the amount necessary to fulfill the defaulting sclf-insured
employer's obligations, including all amounts paid and payable as compen-
sation under this title and administrative vosts, including attorneys' fees.

NEW SECTION. Scc. S. It is the infent of the legislature to provide
for the continuation of workers' compensation benefits in the event of the
failurc of a sclf-insured employer to meet its compensation obligations
when the employer's security deposit, assets, and reinsurance are inade-
quate. The legislature finds and declares that the establishment of a self-
insurers' insolvency trust is necessary to assurc that benefit payments to in-
jured workers of self-insured employers will not become the responsibility
of the state fund.

NEW SECTION. Scc. 6. A new scction is added to chapter 51.14
PLW to read as follows:

(1) A sclf-insurers' insolvency trust is established to provide for the
unsecured benefits paid to the injured workers of sclf-insured employers
under this title for insolvent or defaulting self-insured employers and for
the department's associated administrative costs, including attorneys' fees.
The sclf-insurers' insolvency trust shall be funded by an insolvency assess-
ment which shall be levied on a post-insolvency basis and after the default-
ing self—insured employer's security deposit, assets, and reinsurance, if any,
have been exhausted. Insolvency assessments shall be imposed on all self—
insured employers, except school districts, citics, and counties. The manner
of imposing and collecting assessments to the insolvency fund shall be set
forth in rules adopted by the department to ensurc that sclf-insured cm-
ployers pay into the fund in proportion to their claim costs. The depart-
ment's rules shall provide that self-insured employers who have surrendered
their certification shall be assessed for a period of not more than three cal-
endar years following the termination date of their certification.

(2) The director shall adopt rules to carry out the purposes of this scc-
tion, including but not limited to:
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(a) Governing the formation of the self-insurers' insolvency trust for
the purpose of this chapter;

{(b) Governing the organization and operation of the scif-insurers' in-
solvency trust to assure compliance with the requirements of this chapter;

(c) Requiring adequate accountability of the collection and disburse-
ment of funds in the self-insurers' insolvency trust; and

(d) Any other provisions necessary to carry out the requirements of
this chapter.

Scc. 7. Section 32, chapter 289, Laws of 1971 ex. sess. and RCW 51-
.14.080 are cach amended to read as follows:

Certification of a self-insurer shall be withdrawn by the director upon
one or more of the following grounds:

(1) The employer no longer meets the requirements of a sclf-insurer;
or

(2) The self-insurer's deposit is insufficient; or

(3) The sclf-insurer intentionally or repeatedly induces employees to
fail to report injuries, induces claimants to treat injuries in the course of
cmployment as off—the—job injuries, persuades claimants to accept less than
the compensation due, or unreasonably makes it necessary for claimants to
resort to proceedings against the employer to obtain compensation; or

(4) The scli—insurer habitually fails to comply with rules and rcgula-
tions of the director regarding reports or other requirements necessary to
carry out the purposes of this title; or

(5) The sclf-insurer habitually engages in a practice of arbitrarily or
unrcasonably refusing employment to applicants for employment or dis-
charging employees because of nondisabling bodily conditions; or

(6) The self-insurer fails to pay an insolvency assessment under the
procedures established pursuant to section 6 of this 1986 act.

Passed the House February 12, 1986.

Passed the Scnate March 3, 1986.

Approved by the Governor March 12, 1986.

Filed in Office of Secretary of State March 12, 1986.

CHAPTER 58

[Substitute House Bill No. 1873])
INDUSTRIAL INSURANCE BENEFITS——INJURED WORKERS——OPTIONS-—
IMMUNOLOGICAL TREATMENT

AN ACT Relating to benefits for injured workers; amending RCW 51.24.030, 51.32.080,
51.32.050, 51.32.060, and 51.36.010; adding a new scction to chapter 51.32 RCW; and provid-
ing an cfTective date.

Be it enacted by the Legislature of the State of Washington:
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