Amrend Section 15210 to read:

8§15210. Security Deposit.

(a) Public self insurers are not required to post or

mai ntain a security deposit with the Director for workers
conpensation liabilities.

(b) Private self insurers shall post and nmaintain a security
deposit, in accordance with the provisions of Labor Code
Section 3701 and the requirenents of Article 3 of this
subchapter 2 and/or _in accordance with Labor Code Section
3701.8 and Article 3.1 of this subchapter 2.

(c) The mnimumrequired security deposit pursuant to Labor
Code Section 3701 for existing, private self insurer's shal
be equal to:

(1) 135 percent of the private self insurer's estinmated
future liabilities for the paynent of conpensation for known
clains, adjusted by any previously docunented reductions to
known claimliability for specific excess insurance coverage
pursuant to Section 153008)(e) of these regulations; and
(2) a deposit, consisting of the average annual estinmated
future liability for the past five (5) years reported on the
Self Insurer's Annual Report, posted in advance for
liabilities of the current year; and

(3) an adjustnent to reduce the liability to be reported on
i ndi vi dual clainms due to any new docunentation of specific
excess insurance coverage not previously reported pursuant
to Section 153008)(e) of these regulations; ..

The required deposit may be increased at the Director's

di scretion as set forth in Article 3 of these regul ations.
Said future liability nay be ascertained fromany rel evant
sour ce.

(d) New private self insurers shall initially post a
security deposit pursuant to Labor Code Section 3701 in an
anount equal to the greater of the foll ow ng:

(1) The prior three (3) years' incurred liability; or

(2) The statutory m nimumrequired by Labor Code Section
3701(b); or

(3) A higher anount approved by the Director.

(e) The addition of a new subsidiary or affiliate private
self insurer to the holder of an existing Certificate to
Self Insure shall initially post a security deposit pursuant
to Labor Code Section 3701 in an amount equal to the greater
of the follow ng:

(1) The average one year incurred liability for the new
subsidiary or affiliate self insurer based upon the prior
three years' incurred liability; or

(2) A higher anount approved by the Director.

(f) Security deposit shall be posted in the form of:

(1) A surety bond executed on State issued bond and rider
forms pursuant to Section 15212 of these regul ations;

(2) An irrevocable letter of credit issued by a bank or
savings institution or other financial institution pursuant
to Section 15215 of these regul ations;




(3) Approved securities in the formof governnment issued or
corporate issued securities, neeting the requirenents of
Section 15213 of these regul ati ons;

(4) Cash in trust deposited pursuant to requirenments of
Section 15214 of these regul ations; or

(5) Any conbination of one or nore of the above four types
of security deposit.

(g) Failure to nmaintain the required anount of deposit or to
post an acceptable formof deposit as set forth in this
Article shall be good cause for assessnent of civil
penal ti es pursuant to Labor Code Section 3702.9(a) by the
Manager and/or, in the Director’s discretion, revocation of
the Certificate to Self Insure.

(h) Failure to post and maintain the required anount of
security deposit for a period of 60 days shall be good cause
for the Manager to summarily revoke a Certificate of Consent
to Self-lInsure. The summary revocation of the Self
|nsurer’s Certificate of Consent will provide for a 15-day
notice of term nation, without a hearingq.

(1) Notwi thstandi ng subsection (h) above, the enployer may
still request a hearing on the Manager's Revocation O der
before the Director as provided in Article 11 of this
subchapt er 2.

(2) A self insurer requesting a hearing pursuant to
subsection (h)(1) shall be required to provide proof of

wor kers' conpensation coverage under a policy from an
admtted carrier for the period of tine without security
deposit or proof of conpliance with the Manager's request to
post security.

Note: Authority cited: Sections 54, 55, and 3701.8, 3702. 10,
Labor Code. Reference: Sections 59, 3700, 3701, 3701.5,
3701.8, 3702, 3702.3, 3702.6, 3702.10 and 3740- 3745, Labor
Code.



Amrend Section 15210.1 to read:

8§15210.1. Adjustnents in the Amount of Security Deposit.

(a) Fhe Any anount of the security deposit required pursuant
to Labor Code Section 3701 shall be reviewed by the Manager
at least annually follow ng receipt of the private Self-

| nsurer's Annual Report.

(b) The private self insurer shall post any annual i ncrease
in security deposit required by Labor Code Section 3701
indicated in the deposit calculations contained in the Self-
I nsurer's Annual Report or as determ ned by the Manager due
to an audit, change in the self-insured enployer's program
or change in deposit rate. The deposit shall cover both
prior known liabilities; anrd-plus an advance deposit for the
current year liabilities based on an average estimated
future liability of clainms for the past 5 years; mnus
credit for liabilities above the retention |evel of specific
excess workers' conpensation insurance policies as reported
on the current year annual report. This deposit iherease
posting is due no later than May 1 each year.

(c) At the request of any private self insurer for a
reduction or where a decrease in security deposit is
indicated in the deposit cal culations on the annual report,
no reduction of security deposit already posted shall be
made wi thout prior witten authorization of the Manager.

Self Insurance Plans shall review each certificate holder's
annual report and the certificate holder's file to determ ne
the extent to which a decrease in deposit, if any, may be
aut hori zed.

(d) For good cause, the Manager shall require the private
self insurer to post and maintain additional security
deposit or adjust the deposit rate for a specific private
self insurer above the statutory m ni mum deposit set forth
in Labor Code Sections 3701, and 3701.7, and 3701.8. Good
cause includes, but is not limted to, understated future
l[tability of clainms on the Self-Insurer's Annual Report; a
pattern of understated liabilities in claimfiles audited in
an audit; failure to report all clains; poor adm nistration
of clains or paynent of benefits due injured workers found
in the audit results of the Ofice of Benefits Audits and
Enforcenment in the Division of Wrkers' Conpensation or
audits by Self Insurance Plans; |ack of an effective safety
and health program as indicated by final citations issued by
the Division of Occupational Safety and Health show ng
repeat or willful violation of safety and health

regul ations; inpairnment of financial condition of the self
insurer; the result of evaluation of an application to self-
insure; or to cover a period of unlawful self insurance—_ or
being required to post security deposit in whole or part
pursuant to Section 3701.8 of the Labor Code and Article 3.1
(commencing with Section 15220) of this subchapter 2.

(e) Wenever the Manager determ nes that a deposit increase
is required to be posted by a self insurer, the Manager

shall send witten notice to the self insurer pursuant to
Labor Code Section 3701(b) and (g)(j) of the amount of
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deposit due in order to create a perfected security interest
for the Self Insurer's Security Fund.

(f) Any increase in a required self insurer’s security
deposit due to understated liabilities on the private
enployer's Self Insurer's Annual Report, shall be reported
to the Security Fund. The Security Fund shall be authorized

to adjust the deposit assessnment for the alternative
conposi te deposit.

NOTE: Authority cited: Sections 54, 55, 3701.8, and 3702. 10,
Labor Code. Reference: Sections 59, 3700, 3701, 3701.5,
3701.7, 3701.8, 3702, 3702.3, 3702.6, 3702.10, 3740, 3741,
3742, 6319(f), 6401.7, Labor Code.



Amrend Section 15210.2 to read:

815210. 2. Deposit Adjustment Upon Revocation of Certificate
to Self Insure.

(a) As part of the revocation of a Certificate to Self

| nsure pursuant to Sections 15422 and 15423 of these
regul ati ons, the Manager shall determ ne the need for a
speci al revocation audit of the clains of any private self
insurer and the need for a deposit adjustnent to secure
future liabilities of the revoked private self insurer
pursuant to Labor Code Section 3701 and/or Section 3701. 8.
(b) The ampunt of deposit or deposit rate required by the
Manager on a revocation of a private self insurer's
certificate to self insure may be at an anount or rate above
the m ni numrequired by Labor Code Section 3701 and /or
Section 3701.8. The Manager in his/her discretion shal

adj ust the rate of deposit or the anpbunt of deposit down to
the statutory mnimumrequired to secure the remaining

wor kers' conpensation liabilities for a revoked self insurer
as necessary over tinme as the liabilities of the remaining
clainms inventory are run off by the adm nistrator.

NOTE: Authority cited: Sections 54, 55, 3701.8, and 3702. 10,
Labor Code. Reference: Sections 59, 129, 3700, 3701, 3701.5,
3701.8, 3702, 3702.3, 3702.6, 3702.8, 3740-3745, Labor Code.



Amrend Section 15216 to read:

8§15216. Admi nistration of Haselvent Defaulted Sel f-lInsurer's
d ai ns.

(a) I'n the event the self insurer fails to pay workers'
conpensati on benefits due, the cost of adm nistration and

| egal expenses of existing and new cl ai ns shall be nade from
the security deposit set aside for this purpose pursuant to
Labor Code Section 3701.5.

(b) I'f clainms have been adm nistered fromout of state, the
Director may order all remaining and future clainms to be
adm nistered fromCalifornia or may turn themover to the
Self-Insurer's Security Fund.

(c) The Manager shall determ ne the adequacy of the existing
security deposit to pay t he insolvent,—bankrupt, or
defaulting self insurer's workers' conpensatlon liabilities
within 90 days of the selfinsurer's Manager's determ nation
that the self-insured has defaul tinged, and shall report

hi s/her findings to the Director and the Self Insurer's
Security Fund.

(d) If it is necessary for the Director to call or cash any
security deposit, a trust shall be established by the
Manager to receive the funds fromthe deposit, except in the
foll ow ng situations:

(1) Were the surety conpany elects, and the Director
approves, handling of the clains directly by the provider of
the surety bond; or

(2) Where the funds and responsibility for the clains are
turned over to the Self-Insurer's Security Fund pursuant to
Labor Code Sections 3740-374+ 3701.5.

(e) In the event of a default, all security deposits,
regardless of formthat is posted by the self insured
enployer, shall be the first in order to be called upon to
pay benefits due. If any portion of the defaulting self
insurer's liabilities are secured in whole or part by an
alternative conposite deposit posted by the Security Fund,
the alternative conposite deposit shall be next in order to
be called upon to pay benefits due. The Director nmay at

hi s/ her discretion call any portion of the entire security
deposit posted at any tinme wthout waiting for the
exhaustion of all funds in the prior level or call order
contained in this subsection.

(e} (f) The Manager shall advise the Self-Insurers' Security
Fund of the receipt of any verified information indicating a
self-insurer's failure to pay benefits due, the filing of
bankruptcy, or inability to post and maintain required
security deposit.

(8> (g) The Director, at his/her discretion, nay order the

Security Fund to assune full liability for any self
insurer's insolvency or failure to pay benefits regardl ess
of whether or not there is a shortfall in the deposit to pay

benefits due.

NOTE: Authority cited: Sections 54, 55, 3701.8, and 3702. 10,
Labor Code. Reference: Sections 59, 129, 3701, 3701.5,
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3701.8, 3702, 3702.3, 3702.6, 3703, 3705 and 3740- 3745,
Labor Code.
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