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H 4459. 1

HOUSE BI LL 3108

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on
By Representatives Conway and Chase

Read first tinme 01/28/2004. Referred to Commttee on Cormerce & Labor.

AN ACT Rel ating to oversight of industrial insurance prem umrates;
amendi ng RCW 51. 16. 035; adding a new section to chapter 51.16 RCW and
creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW51.16.035 and 1999 ¢ 7 s 8 are each anended to read as
fol | ows:

(1) The departnent shall classify all occupations or industries in
accordance with their degree of hazard and fix therefor basic rates of
prem um whi ch shal |l be:

(a) The |owest necessary to maintain actuarial solvency of the
accident and nedical aid funds in accordance with recogni zed i nsurance
princi pl es; and

(b) Designed to attenpt to limt fluctuations in premumrates.

(2) The departnent shall fornulate and adopt rules ((and
regutatiens)) L

(a) Governing the nmethod of prem um cal culation and coll ection and
providing for a rating systemconsistent wth recogni zed principl es of
wor kers' conpensation insurance which shall be designed to stinmulate
and encourage accident prevention and to facilitate collection. The

p. 1 HB 3108



©O© 00 N O Ol WDN P

N NN NNMNMNNNNRRRRERRRRRRPR
0o NO” 0o A WNEFEP O O OO NOO O MM WDN RO

29
30
31
32
33
34
35
36
37

department may annually, or at such other tinmes as it deens necessary
to ((re+ntarn—seolveney—of—thefunds)) achieve the objectives under this
section, readjust rates in accordance with the rating systemto becone
ef fective on such dates as the departnent may designate; and

(b) In consultation with the workers' conpensation advisory
comm ttee:

(i) Regarding the level of the contingency reserve needed to
mai ntain actuarial solvency of the accident and nedical aid funds and
limt premumrate fluctuations. This may include nore than one |evel,
with the level in effect to be determ ned by econom c factors or other
conditions specified in the rules; and

(i1) When the level of the contingency reserve exceeds the anpunt
requi red under the rules:

(A) Prohibiting dividends or other simlar neasures that give
refunds, or account credits, to enployers of premuns paid or of
surplus funds; and

(B) Establishing a process wunder which the departnent may
tenporarily reduce rates below the rates fixed under subsection (1) of
this section, but only if: (1) Enployers are notified of the fixed
rate, the tenporary rate, the period over which the tenporary rate
applies, and the reason for adopting a reduced rate; and (Il) the
appropriate conmttees of the legislature are notified of any proposed
action under this subsection (2)(b)(ii)(B) at least sixty days before
taking the action.

((2)) (3) In providing a retrospective rating plan under RCW
51. 18. 010, the departnent may consider each individual retrospective
rating group as a single enploying entity for purposes of dividends or
prem um di scounts.

NEW SECTION. Sec. 2. A new section is added to chapter 51.16 RCW
to read as foll ows:

(1) Wthin ten working days after the departnent files proposed
rul es adopting industrial insurance rates, the departnent shall, at the
request of either the |abor nenbers or the business nenbers of the
wor kers' conpensation advisory conmttee, or both, contract for an
i ndependent actuarial audit of the rate-setting process. The scope of
the audit may include, but is not limted to, a review of whether the
assunptions used by the departnent in setting rates are appropriate to

HB 3108 p. 2



©O© 00 N O Ol WDN P

10
11
12

ensure actuarial solvency of the accident and nedical aid funds as
required in RCW 51.16.035, and whether the departnent's rate-setting
process is appropriately designed to limt premumrate fluctuations.

(2) The results of the actuarial audit, and any auditor
reconmendat i ons, nust be reported to the workers' conpensation advisory
commttee, the governor, and the appropriate commttees of the
| egi sl ature.

(3) The cost of the audit shall be paid from the accident and
medi cal aid funds.

NEW SECTION. Sec. 3. Section 1 of this act applies to industrial
i nsurance rates adopted by the departnent of |abor and industries that
take effect on or after January 1, 2005.

~-- END ---
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