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WHAT THE MEASURE DOES:

Allows Director of Department of Consumer and Business Services to accept paid-up workers' compensation
insurance policy in lieu of surety bond or other security on deposit from former self-insured employer.

ISSUES DISCUSSED:

e Importance of adequate insurance coverage for claims arising under prior self-insurance
e Difference between claims reserves and "surplus" reserves for SAIF

e Difference, if any, between claims covered by SAIF, private market, and self-insurance

EFFECT OF AMENDMENT:
No amendment.

BACKGROUND:

Current law allows employers to self-insure to meet workers' compensation insurance requirements. These
self-insured employers must deposit security with the Director of the Department of Consumer and Business
Services (DCBS) that can be accessed to ensure mandatory payments are made. The amount of the security must
be sufficient to secure any remaining liability from the period that the employer was self-insured. The security
must remain on deposit for five years after the employer ceases to be self-insured. At the end of the five-year
period, DCBS may accept a paid-up policy, provided the Director approves of the insurance coverage, covering this
liability in lieu of any remaining security. House Bill 3003-A allows DCBS to accept a paid-up insurance policy in lieu
of a surety bond or other security from a former self-insured employer in the five-year period after the employer
is no longer self-insured.
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