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WSR 21-13-136
PERMANENT RULES
DEPARTMENT OF

LABOR AND INDUSTRIES

[Filed June 22, 2021, 10:58 a.m., effective July 23, 2021]

Effective Date of Rule: Thirty-one days after filing.

Purpose: The purpose of this adoption is to update the self-in-

surance financial rules to:

. Ensure self-insured employers can accurately and timely provide
workers' compensation benefits to their workers;

. Protect and safeguard the Insolvency Trust Fund;

. Promote transparency for the department of labor and industries
actions when a firm is placed on financial watch;

. Make the rules relevant to current financial conditions and busi-
ness models; and

. Create efficient and adaptable standards for employers' overall

financial management.

This adoption updates the rules for the financial qualification
and maintenance of self-insurance certification making the rules con-
sistent with modern business practices.

Citation of Rules Affected by this Order: Repealing WAC
296-15-024; and amending WAC 296-15-021, 296-15-121, 296-15-123,
296-15-151, 296-15-161, and 296-15-221.

Statutory Authority for Adoption: RCW 51.14.020, 51.14.020(7).

Adopted under notice filed as WSR 21-08-069 on April 6, 2021.

A final cost-benefit analysis is available by contacting Brian
Schmidlkofer, 310 Israel Road S.E., Tumwater, WA 98501, phone
360-902-6839, fax 360-902-6900, email Brian.Schmidlkofer@Lni.wa.gov.

Number of Sections Adopted in
ute: New 0, Amended 0, Repealed 0;
Amended 0, Repealed 0; or Recently
Amended 0, Repealed 0.

Number of Sections Adopted at
Entity: New 0, Amended 6, Repealed

Number of Sections Adopted on
Amended 6, Repealed 1.

Number of Sections Adopted in
Reform Agency Procedures: New 0,

Amended 6,

Order to Comply with Federal Stat-
Federal Rules or Standards: New O,
Enacted State Statutes: New 0,

the Request of a Nongovernmental
1.
the Agency's own Initiative: New O,

Order to Clarify, Streamline,
Repealed 1.

or

Number of Sections Adopted using Negotiated Rule Making: New O,

Amended 0, Repealed 0;

Pilot Rule Making: New O,

Amended 0, Repealed

0; or Other Alternative Rule Making: New 0, Amended 0, Repealed O.
Date Adopted: June 22, 2021.
Joel Sacks
Director
OTS-2843.5
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employer qualifies for self-insurance certification? The department
will consider whether:

(a) An emplover satisfactorily demonstrates:

(1) Stability: Has been in business for three years prior to ap-
plving for self-insurance without substantial changes in principle
ownership, structure, or operations.

(1i) Safety: Has a written accident prevention program in place
in accordance with DOSH standards in Washington state for at least six
months prior to making application.

(1ii) Sufficiency: Has net worth of twenty-five million dollars,
or revenue of fifty million dollars, or annual workers compensation
premium payments or loss costs of one million dollars, to be adjusted
once every five vears as indexed to the U.S. Consumer Price Index be-
ginning in 2025. This subsection does not apply to cities and coun-
ties, or groups, authorized under RCW 51.14.150.

(b) Credit ratings of investment grade or higher, or, in the case
of authorized groups, an actuarially determined low likelihood of de-
fault:

(1) A publicly traded business' credit analysis shows a credit
rating of investment grade or higher (Moody's Baa3 or higher, Standard
and Poor's BBB- or higher), and carries excess insurance.

(1i) A privately held business' credit analysis shows a credit
rating of investment grade or higher as determined by self-insurance
credit rating procedures, and carries excess insurance.

(1ii) A public entity, such as a county or city, that shows a
credit rating of investment grade or higher as determined by self-in-
surance credit rating procedures, has adequate monetary reserves as
determined under accepted actuarial practices, and carries excess in-
surance.

(iv) An authorized group such as a hospital district, or an edu-
cational service district, has adequate monetary reserves as deter-
mined under accepted actuarial practices, and carries excess insur-
ance.

(c) In addition, other factors can be considered to establish, to
the director's satisfaction, the employer has the ability to make cer-
tain the prompt payment of all compensation under Title 51 RCW, and
all assessments that may become due to the department from the employ-
er. For publicly traded companies, this may require providing up to
one hundred twenty-five percent of the initial surety amount when
credit ratings are below investment grade.

(2) What factors does the department consider when determining
whether an employer qualifies for self-insurance if there are special
circumstances with principle ownership, structure, or operations? If
there are special circumstances, the department will consider the fac-
tors in subsection (1) (a) through (c) of this section, and an analysis
that includes the following for:

(a) Joint wventure: A joint venture is defined as two or more em-
plovers that have signed a contractual agreement to operate as a sin-
gle unit for a specified period of time for the completion of a spe-
cific task. The department will consider a joint venture's application
for self-insurance if the joint venture is sponsored by a current
self-insurer. Applications must include:

(1) The name of a sponsoring party. The sponsoring party must be
a certified self-insurer in good standing with the department and have
a majority financial interest in the assets and profits of the joint
venture.

Certified on 7/1/2021 [ 4 ] WSR 21-13-136
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(1i) A 1list of named participants. Each named participant must
also demonstrate that it has at least twenty percent interest in the
joint venture.

(1ii) Submit three vears' worth of audited financial statements
prepared by certified independent accountants.

(iv) A written acknowledgment from each named participant of its
joint and several liability for continuing compensation if any partic-
ipant of the joint venture defaults. This responsibility continues un-
til the department grants a written release to the joint venture or
the remaining participant(s) of the joint venture. A written release
from the department is granted only after the contract has been com-
pleted and final settlement of the joint venture account has been
made.

(v) A written description of the obligations of each participant
for the industrial insurance program of the joint venture.

(vi) A written acknowledgment of the sponsoring party's responsi-
bilities for the management of all claims and payment of all compensa-
tion incurred during the period of the joint venture's self-insurance
certification and after the joint venture is dissolved. This acknowl-
edgment must include the sponsor's continuation of benefits if the
joint venture or any of the other parties of the joint venture de-
faults.

(b) Employee stock ownership program (ESOP): An employvee stock
ownership program is defined as a firm in which the employees have
purchased a majority of the financial interest. If the employees pur-
chase an existing self-insured company, that company would be regquired
to return to the state industrial insurance fund for a minimum of one
vear before the department would consider its application for self-in-
surance.

(c) Partnership: A partnership is defined as a business operation
between two or more individuals who share management and profits. Ap-
plications must include:

(1) A copy of the partnership agreement; and

(1i) An explanation of allowed withdrawal of funds by partners.

(d) Group: A group is defined as a group of employvers authorized
under chapter 51.14 RCW to form self-insurance groups. Applications
must include:

(1) A copy of the group's bylaws;

(1i) A current audited consolidated financial statement of the
group (if the group exists at the time of the application);

(1ii) An indemnity agreement jointly and severally binding the
group and each member to comply with the provisions of Title 51 RCW;
and

(iv) A detailed budget of all projected administrative revenues
and expenses for the first yvear of operation.

(e) When the application for a group is tentatively approved, the
applicant must submit the following:

(1) Initial surety, established at one hundred twenty-five per-
cent of the standard industrial insurance premiums; and

(1i) A copy of the excess insurance coveradge policy and a copy of
any aggregate stop loss coverage policy.

[Statutory Authority: RCW 51.14.110. WSR 09-01-177, § 296-15-021,
filed 12/23/08, effective 1/23/09. Statutory Authority: RCW 51.04.020,
51.14.020, 51.32.190, 51.14.090, and 51.14.095. WSR 06-06-066, §
296-15-021, filed 2/28/06, effective 4/1/06. Statutory Authority: RCW
51.14.077, 51.14.120(7), 51.14.150(4), 51.14.160, 51.44.040(3),
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51.44.070 and 51.44.150. WSR 99-23-107, § 296-15-021, filed 11/17/99,
effective 12/27/99.]

AMENDATORY SECTION (Amending WSR 99-23-107, filed 11/17/99, effective
12/27/99)

WAC 296-15-121 Surety for a self-insurance program. (1) What
is surety? Surety is the legal financial guarantee each self-insurer
must provide to the department for its self-insured workers' compensa-
tion program. Failure to provide surety in the amount required by the
department will result in the withdrawal of the self insurer's certif-
ication. If a self-insurer defaults on (stops payment of) benefits and
assessments, the department will use its surety to cover these costs.

(a) Surety for all entities must be provided on the department's
form. The original will be kept by the department. Surety must cover
all ( (pest—present—and—fuoture—setf insurancetiabhitities)) self-in-
surance claims liabilities associated with the claims occurring during
the time an employer functions as a self-insurer. Excluding public en-
tities and groups. Surety amounts for public entities and groups are
covered by WAC 296-15-151 and 296-15-161 respectively.

(b) Surety may not be used by a self-insurer to:

(1) Pay its workers' compensation benefits; or

(ii) Serve as collateral for any other banking transactions.

(c) Surety is not an asset of the self-insurer and will not be
released by the department if the self-insurer files a petition for
dissolution or relief under bankruptcy laws.

(d) The department will determine the amount of surety each self-

insurer must provide annually. ((Fhe—suretytevelmay be—inereased—or
deereased—tomaintainiEts—odeguaeywhenrrneeessa¥ry) ) Surety can also be

determined by an independent gqualified actuary (associate or fellow of
the casualty actuarial society). The surety estimate is subject to the
approval of the department's actuary.

(e) Surety may be increased by a maximum of twenty-five percent
of the estimated claim liabilities. These increases will be based on
the self-insurer's credit rating or the director's discretion.

(f) Surety for privately held entities are required to submit au-
dited financial reports prepared by a certified public accountant an-
nually. Fajilure to provide timely updates will result in increased
surety requirements. If the latest financial reports are older than
twelve months past their fiscal vear, surety will be increased by ten
percent over the required surety calculated by the department. If the
latest financial reports are older than twenty-four months, surety
will be increased by twenty-five percent over the required surety cal-
culated by the department and the department will proceed to decertify
the employer from self-insurance.

(2) What types of self-insurance surety will the department ac-
cept? The department will accept the following types of surety:

(a) Cash, corporate, or governmental securities deposited with a
department approved escrow agent and administered by a written agree-
ment L&I form F207-039-000 between the department, self-insurer and
escrow agent. Use L&I form F207-137-000 for any rider/amendment to the
escrow account.

An escrow account may not be used by the self-insurer to satisfy
any other obligation to the bank which maintains the escrow account.

Certified on 7/1/2021 [ 6 ] WSR 21-13-136
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(b) A bond on L&I form F207-068-000 written by a company approved
to transact surety business in Washington. Use L&I form F207-134-000
for any rider/amendment to the bond.

(c) An irrevocable standby letter of credit (LOC) on L&I form
F207-112-000 if the self-insurer has a net worth of at least 500 mil-
lion dollars. Use L&I form F207-111-000 for any rider/amendment. LOCs
are subject to acceptance by the department. Acceptance includes, but
is not limited to, approval of the financial condition of the issuing
or confirming bank.

(1) The issuing or confirming bank must have a location in Wash-
ington. The bank must provide the department with an audited financial
statement or call report made to the banking regulatory agencies for
the most recent fiscal year. An audited statement/call report is due
at LOC issuance and annually while the LOC is in effect.

(ii) The self-insurer must provide the department a memorandum of
understanding on L&I form F207-113-000 showing the self-insurer's
agreement with the following conditions:

(A) The department will automatically extend an LOC for an addi-
tional year unless notified otherwise by registered mail at least six-
ty days prior to expiration.

(B) If the department is notified an LOC will not be replaced,
and the self-insurer fails to provide acceptable replacement surety
within thirty days of notice:

(I) The department will draw the full value of the LOC. All pro-
ceeds of the LOC will be deposited with the department;

(IT) Accrued interest in excess of the surety requirement will be
returned semiannually to the self-insurer; and

(ITI) If acceptable replacement surety is later provided, the
proceeds of the LOC and accrued interest will be returned to the self-
insurer.

(C) If the self-insurer defaults on the payment of workers' com-
pensation benefits and has failed to provide acceptable replacement
surety for an expired LOC:

(I) The title to the proceeds will be transferred to the depart-
ment; and

(IT) The proceeds and accrued interest will be used to pay the
self-insurer's workers' compensation benefits.

(D) If the self-insurer defaults on the payment of workers' com-
pensation benefits and has an LOC in force:

(I) The department will draw the full value of the LOC. All pro-
ceeds of the LOC will be deposited with the department; and

(IT) The proceeds and accrued interest will be used to pay the
self-insurer's workers' compensation benefits.

(iii) If the self-insurer provides another acceptable type of
surety in the amount required by the department, the department's in-
terest in the LOC will be released.

(iv) All legal proceedings regarding a self-insurer's LOC will be
subject to Washington laws and courts.

(3) ((How—often—is—each self insurer's surety requirement re-—

. 12 | 1e 1 ; . . : i 19
d—en—the—setf insurerls—annual—report:

+4))) When could a self-insurer's surety level change-?

(a) Surety will be maintained at the current level unless the de-
partment's estimate or an independent qualified actuary's estimate of
the self-insurer's outstanding claim liabilities changes by more than
( (Ewernty—five)) one hundred thousand dollars.

(b) Surety changes are due by July 1 of each year.
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((5F)) (4) How does the department determine the required surety
level? The department analyzes each self-insurer's loss history using
incurred development, paid development or other department approved

actuarial methods of loss development ( (—Fhre—foltowingfactors—aitse
masz 4o f a0~ + a1yt sz A+ o 4 o n e
ulu._y LT T 1T T CITT o O L__Y A8 T S S ) ) A S R I @ R U S N B Y

[~ T P P nesz 1 r o P IR~ IR ~NE NN i P o
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{ \ [@QEEEZVNE R T) /N—\v\))

\ 7 [CAT w = cCy C<“op .

((#6)r)) (5) What is considered reinsurance? For the purposes of

Title 51 RCW, excess insurance and reinsurance mean the same thing.

((+)) (6) May a self-insurer reinsure part of its liability?

(a) A self-insurer may reinsure up to eighty percent of its lia-
bility under Title 51 RCW.

(b) The reinsuring company and its personnel are prohibited from
participating in the administration of the responsibilities of the
self-insurer.

(c) Reinsurance policies issued after July 1, 1975, must include
endorsements which state (a) and (b) of this subsection.

(d) The self-insurer must:

(1) Notify the department of the name of the insurance carrier,
the extent and coverage period of the policy; and

(ii) Submit copies of all reinsurance policies in force including
all modifications and renewal provisions.

(e) The department may accept a certificate of insurance on L&I
form F207-095-000 in place of the policy if the certificate certifies
all coverage conditions and exceptions and that the reinsurance compa-
ny and its personnel do not participate in the administration of the
responsibilities of the self-insurer under Title 51 RCW.

((#2>)) (7) What if a self-insurer ends its self-insured workers'
compensation program? If a self-insurer voluntarily surrenders certif-
ication or has its certificate involuntarily withdrawn by the depart-
ment, the former self-insurer must continue to do all of the follow-
ing:

(a) Pay benefits on claims incurred during its period of self-in-
surance. Claim reopenings and new claims filed for occupational disea-
ses incurred during the period of self-insurance remain the obligation
of the former self-insurer.

(b) File quarterly and annual reports as long as quarterly re-
porting is required. A former self-insurer may ask the department to
release it from quarterly reporting after it has had no claim activity
with the exception of pension or death benefits for a full year.

(c) Provide surety at the department required level. The depart-
ment may require an increase in surety based on annual reports as they
continue to be filed. Surety will not be reduced from the last re-
quired level (while self-insured) until three full calendar years af-
ter the certificate was terminated. A bond may be ((eareedtded)) can-
celed for future obligations, but it continues to provide surety for
claims occurring prior to its cancellation.

(d) Pay insolvency trust assessments for three years after sur-
render or withdrawal of certificate.

(e) Pay all expenses for a final audit of its self-insurance pro-
gram.

((#5))) (8) When could the department consider releasing surety
to a former self-insurer or its successor?
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The department may consider releasing surety to a former
insurer or its successor when all of the following have occurred

(a)

self-

and

.
4

insurer are closed
insurer has been released from gquarterly reporting

All claims against the self-

)

(i1)
for at least ten years.

1

(i

The self-

the former self-insurer

If the department releases surety,

(b)
remains responsible for claim reopenings and new claims filed for oc-

cupational disease incurred during the period of self-insurance.

51.14.150(4),
WSR 99-23-107,

51.14.120(7),

: RCW 51.14.077,

[Statutory Authority

51.14.160,

S

51.44.070 and 51.44.150.

51.44.040(3),

effective 12/27/99.]

filed 11/17/99,

296-15-121,

effective

filed 3/21/0¢,

(Amending WSR 06-07-141,

AMENDATORY SECTION

5/1/06)

( (Finaneial wateh-)) Monitoring certification.

WAC 296-15-123
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apce—eertificationof +thatemployer-)) (1) To maintain certification,
a self-insured employer must remain in good standing with department

reporting requirements and payment of assessments, and continue to
demonstrate they have the ability to promptly provide benefits to its
injured workers based on an analysis of the audited financial state-
ments and related information for that employer.

(2) Credit rating evaluation for financial monitoring.

(a) Credit rating equal to or below B+/Bl: Self-insurer must in-
crease their surety by ten percent of estimated claim liabilities.

(b) Credit rating equal to or below CCC+/Caal: Self-insurer must
increase their surety by twenty-five percent of estimated claim lia-
bilities.

(c) Credit rating equal to or below CCC-/Caa3: Self-insurer will
be placed on corrective action for one vyvear. If no improvement in
credit rating, then certification may be withdrawn.

(d) To assess an emplover's ability to promptly provide any and
all required benefits to its injured workers, the department will uti-
lize these and other financial information. The department may also
utilize industry standards and other relevant information in its anal-
ysis.

(e) In addition to the actions and other relevant information
utilized in (a) through (d) of this subsection, the department, with
the director's discretion, may consider general economic conditions to
evaluate whether a self-insurer's certification may be maintained or
withdrawn.

[Statutory Authority: RCW 51.04.020, 51.14.020, 51.32.190, 51.14.090,
and 51.14.095. WSR 06-07-141, § 296-15-123, filed 3/21/06, effective
5/1/06.]

AMENDATORY SECTION (Amending WSR 99-23-107, filed 11/17/99, effective
12/27/99)

WAC 296-15-151 Surety for a public entity's self-insurance pro-
gram. ( (HH)—Howdoes—the department determine the required surety

G-
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Surety for public entities must be provided on a department developed
form consistent with WAC 296-15-121(2). The original will be kept by
the department. Required surety must cover at a minimum one hundred
twenty-five percent of the expected workers' compensation claim costs
occurring in the next calendar vear or five hundred thousand dollars,
whichever is higher. The surety required may be increased up to the
total outstanding liabilities associated with claims occurring during
the time an employer functions as a self-insurer based on the credit
rating of the emplover.

(2) Public entities must provide a public entity surety certifi-
cation which will provide an estimate of the next calendar vear's ex-
pected claim costs and the current estimate of the outstanding claim
liabilities.

(3) Credit rating evaluation for financial monitoring.

(a) For entities with acceptable credit ratings above B+/Bl, the
surety requirement will be one hundred twenty-five percent of the next
calendar vear's expected claim costs or five hundred thousand dollars,
whichever is higher.

(b) For entities with credit ratings at or below B+/Bl, the sure-
ty requirement will be the highest of the above amount, but not less
than fifty percent of the current estimate of outstanding claim lia-
bilities.

(c) For entities with credit ratings at or below CCC+/Caal, the
surety requirement will be the highest of the above amount, but not
less than one hundred percent of the current estimate of outstanding
claim liabilities.

(d) In addition to the actions and other relevant information
utilized in (a) through (c) of this subsection, the department, with
the director's discretion, may consider general economic conditions to
evaluate whether a self-insurer's certification may be maintained or
withdrawn.

[Statutory Authority: RCW 51.14.077, 51.14.120(7), 51.14.150(4),
51.14.160, 51.44.040(3), 51.44.070 and 51.44.150. WSR 99-23-107, S
296-15-151, filed 11/17/99, effective 12/27/99.]

AMENDATORY SECTION (Amending WSR 99-23-107, filed 11/17/99, effective
12/27/99)

WAC 296-15-161 Surety for a group self-insurance program. (1)
How does the department determine the required surety level for a

group self-insurer? ((After—the initiagl five years—eof—ecertifications
+ Aoraprtrmoarmt vz T 7 a0 11z o~ T~ N+ + IeEE NG S T A NN LI N 2P = fFor -~
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1 L]
42))) The department will reguire that each group provide an ac-—

tuarial report prepared by an independent gqualified actuary (associate
or fellow of the casualty actuarial society) that shows the following:
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(a) Development of the next year's rates and allocation to mem-—

bers;

(b) Calculation of outstanding claims liabilities cover all years
after being certified to self-insure; and

(c) Statement of the adequacy of the group's contingency reserve
(assets and liabilities).

(2) May a group self-insurer pay expenses from its reserve fund?
A group self-insurer may pay only the following items from its cash
reserve fund:

(a) Administrative expenses for operating the group self-insur-
ance program, including claims handling expenses, legal, investigative
or administrative costs and department administrative assessments.

(b) Claim expenditures. Supplemental pension fund (SPRF) benefits
may also be paid from the reserve fund if the group redeposits SPRF
reimbursements into the reserve account. Interest earned by the re-
serve account must remain in the account while this method is in ef-
fect.

(c) Reinsurance premiums. All recoveries from these policies must
be redeposited into the reserve fund. Within eighteen months of premi-
um payment, the group must return the amount paid for premiums if re-
insurance recoveries were not sufficient to return the account to its
original amount.

((#4))) (3) How can a group self-insurer assess its members for
reserve fund costs? A group self-insurer may determine how it will as-
sess members for required reserve fund costs. The group's bylaws must
describe the procedures it will use to collect these costs.

((#5F)) (4) Must a group self-insurer purchase reinsurance? A
group self-insurer must obtain reinsurance for each year of operation
to ensure adequate protection against catastrophic or unexpected loss.

((#6¥)) (5) What if a group self-insurer collects excess premiums
during a fund year and has a surplus? A group self-insurer may refund
surplus money from a fund year if it retains sufficient money to ful-
fill all of its workers' compensation obligations. This includes main-
taining the required reserve fund.

((+)) (6) What if a group self-insurer collects insufficient
premiums during a fund year and has a deficit? The department will de-
mand a group self-insurer ((may)) to cover a deficit by:

(a) ((After—reeeiving deportmentapproval—usings

+i))) Unencumbered surplus from a different fund year;

((H+r)) (b) An alternative method; or

((#¥)) (c) Assessing the membership. ((FThe—department—imay re—

o + 1 + e this method-) )
kiLAJ_J. CIT \jJ.U\.Ab/ |y @) CITT 1S5 TTT CITT O

[Statutory Authority: RCW 51.14.077, 51.14.120(7), 51.14.150(4),
51.14.160, 51.44.040(3), 51.44.070 and 51.44.150. WSR 99-23-107, S
296-15-161, filed 11/17/99, effective 12/27/99.]

AMENDATORY SECTION (Amending WSR 09-13-018, filed 6/5/09, effective
7/6/09)

WAC 296-15-221 Self-insurers' reporting requirements. (1) What
information must self-insurers report to the department? Each self-in-
surer must provide the department:

(a) The name, title, address and phone number of the single con-
tact person who is the liaison with the department in all self-insur-
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ance matters. This contact will be sent all department correspondence
and is responsible for forwarding information to appropriate parties
for timely action.

(b) A copy of its current policy of applying sick leave, health
and welfare benefits or any other compensation in conjunction with, or
as a substitute for, time loss benefits.

(2) When must self-insurers notify the department of business
status changes? Self-insurers must notify the department in writing:

(a) Immediately, of any plans to:

(1) Cease business entirely or cease business in Washington; or

(ii) Dispose of controlling financial interest of the original
self-insurer. The self-insurer must surrender its certificate for can-
cellation if requested by the department.

(b) Within thirty days, of any:

(1) Amendment (s) or modification(s) to the self-insurer's arti-
cles, charter or agreement of incorporation, association, copartner-
ship or sole proprietorship which will materially change the business
identity or structure originally certified.

(A) The department may require additional documentation.

(B) If the self-insurer becomes a subsidiary to another firm, the
parent must provide the department with its written guarantee on L&I
form F207-040-001 to assume responsibility for all workers' compensa-
tion liabilities of the subsidiary if the subsidiary defaults on its
liabilities. See WAC 296-15-021 for additional information.

(ii) Separation (for example, divestiture or spinoff) of any part
of the original self-insurer.

(A) The original self-insurer remains responsible for claims lia-
bility of the separated part up to the date of separation unless the
department approves an alternative.

(B) If the separating part wishes to continue being self-insured,
it must submit an application for self-insurance certification (L&I
Form F207-001-000) to the department at least thirty days before sepa-
ration.

(C) If certification cannot be granted before separation, indus-
trial insurance coverage must be purchased from the state fund effec-
tive the date of separation.

(iii) Relocation, addition or closure of physical locations.

(3) When must self-insurers notify the department of administra-
tive changes? A self-insurer must notify the department in writing
within ten days, of any change to its:

(a) Single contact person who is the liaison with the department
in all self-insurance matters. The self-insurer must include the con-
tact's title, address and phone number.

(b) Contract with a service organization or third party adminis-
trator independent of the self-insurer which will participate in the
self-insurer's responsibilities. The self-insurer must submit a copy
of the new or updated service contract. See WAC 296-15-021 for addi-
tional information.

(c) Administrator of its workers' compensation program, if the
self-insurer is self-administered instead of contracting with a serv-
ice organization or third party administrator.

(4) What reports must self-insurers submit to the department?
Fach self-insurer must submit:

(a) Complete and accurate quarterly reports summarizing worker
hours and claim costs paid the previous quarter. Self-insurers must
use a form substantially similar to the preprinted Quarterly Report
for Self-Insured Business, L&I form F207-006-000, form sent by the de-
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partment. This report is the basis for determining the administrative,
second injury fund, supplemental pension, asbestosis and insolvency
trust assessments. Payment is due by the date specified on the pre-
printed report sent by the department.

(1) Worker hours must be reported as defined in chapter 296-17
WAC General reporting rules, audit and recordkeeping, rates and rating
system for Washington workers' compensation insurance.

(1i) Claim costs include, but are not limited to:

(A) Time loss compensation. Include the amount of time loss the
worker would have been entitled to if kept on full salary.

(B) Permanent partial disability (PPD) awards.
Medical bills.
Prescriptions.
Medical appliances.
Independent medical examinations and/or consultations.
Loss of earning power.
Travel expenses for treatment or rehabilitation.
Vocational rehabilitation expenses.
Penalties paid to injured workers.
Interest on board orders.
A complete and accurate annual report of all claim costs paid
for each year of liability with an estimate of future claim costs. The
self-insurer must use a form substantially similar to the Annual Re-
port for Self-Insured Businesses (SIF-7), L&I form F207-007-000. This
report is due March 1 of each year. The department uses this for the
annual determination of each self-insurer's surety regquirement.

OxXRggHITOMEOO
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(c) ((A—fuity auditedFinancialstatementwithin sixmonthsafter
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for—filing—+tim sstensteons)) Privately held entities are required to

submit annually audited financial statements within six months of
their fiscal year end, unless the department grants an extension.
Failure to provide financial statements will result in increased sure-—
ty reguirements and may result in decertification as a self-insured.

(1) This statement must be prepared by a certified public ac-
countant.

(ii) A self-insurer with a parental guarantee may submit the pa-
rent's fully audited financial statement if the parent's audited
statement includes the financial condition of all subsidiaries, in-
cluding the self-insurer.

(iii) A political subdivision of the state may submit a state au-
ditor's report if it includes the self-insurer's audited financial
statement. If the state auditor does not audit the self-insurer annu-
ally, the self-insurer must submit financial statements prepared in-
ternally for any year a report by the state auditor is not available.

[Statutory Authority: RCW 51.14.077, 51.14.150, 51.14.160, 51.44.040,
51.44.070, and 51.44.150. WSR 09-13-018, § 296-15-221, filed 6/5/09,
effective 7/6/09. Statutory Authority: RCW 51.14.077, 51.14.120(7),
51.14.150(4), 51.14.160, 51.44.040(3), 51.44.070 and 51.44.150. WSR
99-23-107, § 296-15-221, filed 11/17/99, effective 12/27/99.]
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REPEALER

The following section of the Washington Administrative Code 1is
repealed:

WAC 296-15-024 Additional certification requirements.
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