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SUBJECT/TITLE
AN ACT relating to workers' compensation self-insured groups and declaring an emergency.

SPONSOR
Senator Dan Kelly

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban-County

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 Workers' compensation program

Requirement:
x
Mandatory

Optional

Effect on

Powers & Duties
x
Modifies Existing
x
Adds New

Eliminates Existing

PURPOSE/MECHANICS

SB 86 GA establishes minimum financial standards for workers' compensation self-insured groups.

Under current administrative regulation 803 KAR 25:026, issued by the Kentucky Labor Cabinet to implement provisions of KRS Chapter 342, two or more city, county, municipal or urban-county employers or their agencies may create a "group self-insurance fund" to jointly self-insure their workers compensation liability. SB 86 GA creates a new Subtitle 50 of KRS Chapter 304, the State Insurance Code, to authorize two or more "governmental entities" to enter into agreements to pool their liabilities to qualify as a "workers' compensation self-insured group". (The term "Governmental entities"  includes cities, counties, urban-county governments, charter governments, consolidated local governments, school districts and other political subdivisions of the Commonwealth, and their boards, agencies, authorities and commissions.) Thus, regulatory authority and financial standards for workers' compensation self-insurance groups is newly established in the Department of Insurance. 

SB 86 GA requires workers' compensation self-insured groups  to maintain certain financial standards including:

1.
Trustees & fund administrators are to provide a fidelity bond of not less than $300,000;

2.
Fiscal agents are to provide a fidelity bond to the trustees of not less than 50% or $1,000,000, whichever is less, of the funds to be handled by the fiscal agent;

3.
Service organizations are to provide a fidelity bond to the trustees of not less than 2 times the amount of the revolving fund;

4.
Or in lieu of the bond requirements in #1, 2, or 3, trustees may secure a fidelity blanket bond of not less than 50% of the self-insured group's premium or $2,000,000, whichever is less;

5.
Security deposits of not less than $250,000, ten percent (10%) of the annual premium or ten percent (10%) of the reserve requirement established in the most recent certified statement of financial condition on file with Department of Insurance, whichever is greater; 

6.
An initial and ongoing minimum surplus funds requirement of not less than $1,000,000, except for a workers' comp self-insured group currently operating under a remedial action plan.

(NOTE that Standards #1 through 5 are currently requirements under 803 KAR 25:026.  The minimum surplus fund requirement of one million dollars is a new requirement for workers' comp self-insured groups.)

Workers' compensation self-insured groups that fail meet specified standards are subject to civil penalties under the Act.

Existing workers' compensation self-insured groups have one year from the Act's effective date to comply with the provisions of new Subtitle 50, to the extent these provisions differ from the prior requirements in KRS Chapter 342 and the administrative regulations promulgated under that Chapter.  Extensions of time may be granted for good cause at the discretion of the DOI Commissioner.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of SB 86 GA on local government will depend upon:

1.  
Whether the local government entity included in the new definition of "Governmental 
entities" is currently a member of a group self-insured for workers' compensation purposes, 
or becomes a member of a group self-insured for workers' compensation purposes;

2.
Whether the local government entity is a member of a workers' compensation self-insured 
group that is in compliance with the financial standards provided under SB 86 GA.

Governmental entities that are currently  group self-insured for workers' compensation purposes include: 

SYMBOL 183 \f "Symbol" \s 10 \h
Kentucky League of Cities (KLC Insurance Services);

SYMBOL 183 \f "Symbol" \s 10 \h     Kentucky Association of Counties.
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