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RE: IRRCRegaterian#1978
Department of Labor & bdustry
Bureau of Workers' Ctm^ensmw
Special Funds Assessments

Dear Rejaesemadve CHadeck:

We represent several Workers* Coccosensstion inswe^
we have filed objcctiora to the 1 ^
AdmmiscranonFund. OurdkatsarcAasGu^
Coir^anv. NoiGuaidlDsar^^
Wilkes-Bane); Old Goai4lDsiiian^Comt^ PA); aiid Rockwood
Casualty InsoimiceCon^p^ Ead^ of these insurers recdved
g^^^mfgtS in fh£ filll Of 19Q^ # j r h *ma ^grrifSearttly WgVr fh^| tfifcy had antitfapgted. The
reason for the unexpected increase m
CompcasatmnrBtmm^
assessme^fRymacakaWoab
bdded upon earned pc&mvnttL

l l ic &imu]apsed 1^ the Buze^
Form Regulations^ j^wbefb^yonrcornxmuseesmdi^ Review
Commk&»on C 5 ^ ^ ^ ) ^ r appmveL UDfoxronate^ A^ Bureau didaotfedLitwastkeccssacyio
obi^ theappmvalof ]3^
impIero^itingitsQewfoiiaula. As discussed Wlow^howewc^
approvals is not the only legal flaw in iteBuitAtt^saewsssessxncDt^steccL
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In its Regulatory Analysis Foim accompanying iiî ftT>a1 form «%?##% Dy Bwwm
ibdicatesihat it has proposed t ^ Secdoa.2218
of Act 57 provides as follows:

Effective July L 199&̂  ibe aammm*n*s ̂ iriha mamrmnanr̂  of ̂ ^ Sykequfmt
Injury Fund, the Workmen's CoDapeosalion Supasedeas Fund and Workmen^
Conqpec^s^ou Adbmdstcati^
of Jm» 2,1915 (PJL 736, No. S3*), known @s&e "Wodoxs' Qmpm&&cm
Act^3 shaU IK> lo^cr be impost oairfii^^
remitted through insureis in accordbncfe VAA T&gnigtirms j^wjr^[^t^ \y the
D^anment of Labor and Industry,

Section 446 of the Workers* Compensation Act, rtferred to in the above provision of Act
57S directs the Dq?artmem of l^bor and 1 ^ ^
mooeys based oil the ratio t l ^
tbe total compODS&ticmpa^
Nothing in Act 57 indicates an haeatka on i te part of ite
for cs&coladoa of the assessments icguW^y Secoo&44& Act 57 mfiieiy provided thai the
*<ttftssTnants would m> longer be imposed />» iw^^T^ **& IT anti^n?^ L&I # 'fc^rlqpr by
regulation a process for imposing, collecting; asod rejaifting assessmems through insoicrs.

Wlril^ Act 57 did not spe«fy on -whoni the assessincntsv»wadbeixqx>^edifnoton
insurei^ the fert is l b ^ workers'coi2pen$au
pajiiiaat$?iA the employers wbo pay W < ^ C ^ ' Q O I I ^ ^ Of couxse^ these are
tbesame people >*to ewatoally paid theassessDKanspifortoAa57- The cost of assessments
iieededtopayforrcniriDgthewoik
employers in the foim of hj^erpa^miums. Art 57 attempted to clari^
chziacCOTOTc of the assessments f^
^bjeer to recalialoxy taxes in otter staxes. Nochmgemlaworr^i^xitmwasneeded
accomplish the pass-tbough, because it TMSS already Iu©pcnir§ in feet.

Act 57 did noiicpcal Secdon446 of die Woifcos' CoDSpeosadoiL Act. In fact Act 57
refers specifically to tiie assessment for th^ ̂ Woxkezs7 Compcosatioa Admiolstratioii Fund under
s^ction[s] _ 446*'of the Workers'Compecsaticm Act Se^ca 446 icqwcs that dieassessmcm
becalcntecedc^thetedsofc(»npecs$i^ Once that figcre has been
calculated by Ae Bweax^ Act 57 requires lia* the Bureau mipo^ the asse^rno^OQ employers,
that icsurns ca2?ea the sssessinez^
tlnotxgh insurers to the Bnreau.

It is important to keep in mind ifagf̂  T âT^T ŝg <rf*x«}igtr̂ r the asscsamftat is calculated on
the ^comp^^Kfiott paid** ta^s or on ifae ̂ earned pUBawm** basis called for in the proposed
regulation^ The amount imposed on a i ^ ^
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experience. Even \mdex the B u r e ^ s p r o p c ^
eacb insures proportionates!^^ An individual
employer xnay not ha?e been insure
in^osed^ so his assessment v i^
carrier by other en^loyei^aocm the ̂ ^ Therefore, it cannot
be said ia support of the Bujeau*^
order to begin, imposing assessments on employers. The feet is that, even under the newsystem,
the assessment base is still an insurer base, not an cmployerbase.

If ihe Boresa really warned to impose fa tssessmmtiSx&ty cm employee^ it would
base the assessment on the numbes- of employees covered by mmkem* compensation and each
employer woiddpa^ Uzi&rtanmdk, the Wodccis^ Cca%*eDsatioii Act
does not pencil: that kind of chaage in the assessment base, any mote than
proposed by the Bureau from a compensation-paid sysftrax to TO ean^premttta system

It i$ clear, iherefoie, that ihcpxopo^
and the standing committees because n is beyond the samroy axtthority of the Dep^itment of
I^Wr&Iodus&y and does not c o ^ ^
eciactmeDtoftihestamceupm-^chil^ 71 P.S, §7453a(h). An
^<^twint<itptiw agftney has T>n ^ttfhorny to amend & stamtftty manAtfe Ky rmmtlattfrf a&firm

Section 444 lequiies thai assessment be based TJpoDCompeDsadcia paid an tJie prior year.
Seenoa446 does XLOI authorize the calculation of assessments on the basis of earned premiums,
h i s that simple.

The proposed regubnoads^
Assembly b e c a ^ it does ncrt do Tiieco^iMi^tto
ombowtheassessmmt would be imposed^ colkcmdandreimiied. About the only tiung the
xegdatioin has to say ̂  ihat salject is itiat 1 ^
industry, Tlic proposed l e p ^ o a w ^
Code to xequire employeisto comply with "procsdiresdefmedby ite
oggapjgatxoii^^^charethetwoiam^
Tequnedtopartidpateiaasmembeis. 34 Pa. Code §§12122((Q; 12I^3(c); 121.31(e)
(iptoposefy Howe^er^Aci57didnotgh%6e2e^W^
employers s h ^ remit their assessments. The General Assembly delegated thai tespousibiliiy to

EveoifyoxffoomnritieesJxmldde^
the stntutory mandate^ v/c must object to the attempt by L&I to make the regulation retroactive so
that it v^wild apply to all assessmesocs made <m or af^r July 1,199S. If A(a: 37 did nothing else, it
clearly i s g m s d L ^ to a^
>?yhichassessmeaiswoddbeiEapo^ UnfbmmsK^I^kl did not do
-fitat ?TiSt>^,tt^^g"^assg^aa<At5mAe
calculation &r which they arc aow seeking iegula«xy approval Several insurers vrho xecdlvcd
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those assessments ba% filed j ^ ^
their assessments above 'what they would have beeausing the conopesisatkx^paid formula and
because those con^panks <&d i ^ bd i e^
itom their Insured*. TlD̂ ŝe appeals imvebcaiconsoUdaicd for an
is expected to occurialbe summer of tMsyear,

auitority to do something that was i^taiiliio For the xeasoaas discussed
ab<nyev WB believe that the entice tegulafoo should be 5 ^ ^ ^
the stiaiutoiy authority of ̂  Aithc
veiy least, &c House Camnritt^ on Labo^
provision in the regulation, thereby preserving {be appeal rights of our insurance company

Thank you for your consider Ifyoulwcvcmy questions about
our position, ptease Id me know.

Sinceody,

fobtT/Zo-Jcr
Patrick T,Beaty JPatrick T,Beaty

cc- Honc^ble Robert H-Belfeiiti,Jr,
Thomas J. gtwrrna, Esq.
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