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CHAPTER 425 
 

S.P. 21 - L.D. 35 
 

An Act To Increase the Assessment on Workers' Compensation 
Insurance To Fund the Workers' Compensation Board 

Administrative Fund 
 
 
 Emergency preamble.  Whereas, Acts of the Legislature do not become 
effective until 90 days after adjournment unless enacted as 
emergencies; and 
 
 Whereas, the operating expenses necessary for the Workers' 
Compensation Board to provide adequate services to the employers 
and workers of this State have increased to a level beyond that 
contemplated by the current assessment limit; and 
 
 Whereas, if additional funding is not available before the 90-
day period has expired, it may become necessary for the Workers' 
Compensation Board to suspend the employee advocate program and 
lay off the advocate staff; and 
 
 Whereas, in the judgment of the Legislature, these facts create 
an emergency within the meaning of the Constitution of Maine and 
require the following legislation as immediately necessary for 
the preservation of the public peace, health and safety; now, 
therefore, 
 
Be it enacted by the People of the State of Maine as follows: 
 
 Sec. 1.  39-A MRSA §152, sub-§2-A is enacted to read: 
 
 2-A.  Electronic filing rulemaking.  The board shall adopt 
rules requiring the electronic filing of information required by  



 
this Act and by board rule.  Rules adopted pursuant to this 
subsection are routine technical rules as defined in Title 5, 
chapter 375, subchapter 2-A. 
 

A.  The rules must be developed through the consensus-based 
rule development process set forth in Title 5, section 8051-
B and must include as participants representatives of 
employers, insurers and 3rd-party administrators. 

 
B.  The rules must include written standards and procedures 
for implementation of the standards, which may include 
definition of the applicable programming interface for in-
state and out-of-state entities required to submit reports. 
The rules must relate specific forms required to be filed 
with data points in the standards. 

 
Before adopting the rules, the board shall test the applicable 
application programming interfaces and standards to ensure that 
the program operates successfully. 
 
 Sec. 2.  39-A MRSA §154, sub-§6, as amended by PL 2003, c. 93, §1, is 
further amended to read: 
 
 6.  Assessment levied.  The assessments levied under this 
section may not be designed to produce more than $6,000,000 in 
revenues annually beginning in the 1995-96 fiscal year, more than 
$6,600,000 annually beginning in the 1997-98 fiscal year, more 
than $6,735,000 beginning in the 1999-00 fiscal year, more than 
$7,035,000 in the 2001-02 fiscal year or, more than $6,860,000 
beginning in the 2002-03 fiscal year, more than $8,390,000 
beginning in the 2003-04 fiscal year, more than $8,565,000 
beginning in the 2004-05 fiscal year or more than $8,525,000 
beginning in the 2005-06 fiscal year.  Assessments collected that 
exceed $6,000,000 beginning in the 1995-96 fiscal year, 
$6,600,000 beginning in the 1997-98 fiscal year, $6,735,000 
beginning in the 1999-00 fiscal year, $7,035,000 in fiscal year 
2001-02 or, $6,860,000 beginning in the 2002-03 fiscal year, 
$8,390,000 beginning in the 2003-04 fiscal year, $8,565,000 
beginning in the 2004-05 fiscal year or $8,525,000 beginning in 
the 2005-06 fiscal year by a margin of more than 10% must be 
refunded to those who paid the assessment.  Any amount collected 
above the board's allocated budget and within the 10% margin must 
be used to create a reserve of up to 1/4 of the board's annual 
budget.  The board, by a majority vote of its membership, may use 
its reserve to assist in funding its Personal Services account 
expenditures and All Other account expenditures and to help 
defray the costs incurred by the board pursuant to this Act 
including administrative expenses, consulting fees and all other 



reasonable costs incurred to administer this Act.  The board 
shall notify the chairs and members of the joint standing  
 
committee of the Legislature having jurisdiction over labor matters 
whenever the board receives approval from the State Budget Officer 
and the Governor to use reserve funds to increase its allotment 
above the allocation authorized by the Legislature.  Any collected 
amounts or savings above the allowed reserve must be used to reduce 
the assessment for the following fiscal year.  The board shall 
determine the assessments prior to May 1st and shall assess each 
insurance company or association and self-insured employer its pro 
rata share for expenditures during the fiscal year beginning July 
1st.  Each self-insured employer shall pay the assessment on or 
before June 1st.  Each insurance company or association shall pay 
the assessment in accordance with subsection 3. 
 
 Sec. 3.  Review.  A commission is established to review the budget 
process of the Workers' Compensation Board. 
 
 1.  Members. The commission consists of 2 Senators appointed 
by the President of the Senate, one representing each of the 2 
political parties in the Legislature with the greatest number of 
members, 2 members of the House of Representatives appointed by 
the Speaker of the House of Representatives, one representing 
each of the 2 political parties in the Legislature with the 
greatest number of members, and 2 members of the Workers' 
Compensation Board, one representing and appointed by the labor 
members of the board and one representing and appointed by the 
management members of the board.  
 
 2.  Chairs.  The first-named Senator and the first-named 
member of the House of Representatives are the chairs of the 
commission. 
 
 3.  Appointments; convening of commission.  All appointments 
must be made no later than 30 days following the effective date 
of this Act.  The appointing authorities shall notify the 
Executive Director of the Legislative Council once all 
appointments have been completed.  Within 15 days after 
appointment of all members, the chairs shall call and convene the 
first meeting of the commission. 
 
 4.  Duties.  The commission shall review the process used by 
the Workers' Compensation Board to establish, approve and monitor 
its budget and determine whether improvements are needed.  The 
commission shall determine whether recommendations regarding the 
budget process contained in the 1997 Coopers and Lybrand report 
and the 2001 Berry, Dunn, McNeil and Parker report have been 
implemented and, if not, whether and how they should be 
implemented. 



 5.  Report.  The commission shall report its findings and 
recommendations, along with any recommended legislation, to the 
Joint Standing Committee on Labor not later than December 3, 
2003.  The Joint Standing Committee on Labor is authorized to 
submit legislation to the Second Regular Session of the 121st 
Legislature in response to the report. 
 
 6.  Expenses and per diem.  Commission members who are 
Legislators are entitled to receive legislative per diem, as 
defined in the Maine Revised Statutes, Title 3, section 2, and 
reimbursement for travel and other necessary expenses related to 
their attendance at meetings of the commission.  Commission 
members who are members of the Workers' Compensation Board are 
entitled to per diem and expenses as provided in Title 39-A, 
section 151, subsection 6.  The Workers' Compensation Board shall 
transfer sufficient funds from its reserve fund to the 
Legislature to cover the costs of legislative per diem and 
expenses for commission meetings. 
 
 7.  Staff.  The Workers' Compensation Board shall provide 
staffing to the commission.  Upon approval by the Legislative 
Council, the Office of Policy and Legal Analysis and the Office 
of Fiscal and Program Review shall also provide staff assistance 
to the commission. 
 
 8.  Extension.  If the commission requires a limited extension 
of time to complete its study and make its report, it may apply 
to the Legislative Council, which may grant an extension. 
 
 9.  Commission budget.  The chairs of the commission, with 
assistance from the commission staff, shall administer the 
commission's budget.  Within 10 days after its first meeting, the 
commission shall present a work plan and proposed budget to the 
Legislative Council for its approval.  The commission may not 
incur expenses that would result in the commission's exceeding 
its approved budget.  Upon request from the commission, the 
Executive Director of the Legislative Council shall promptly 
provide the commission chairs and staff with a status report on 
the commission budget, expenditures incurred and paid and 
available funds. 
 
 Sec. 4.  Appropriations and allocations.  The following appropriations and 
allocations are made. 
 
WORKERS' COMPENSATION BOARD 
 
Administration - Workers' Compensation Board 0183 
 
 



Initiative:  Allocates funds for the board to contract with the 
Department of Labor for programming services to implement 
electronic filing by insurers and self-insurers. 
 
Other Special Revenue Funds2003-042004-05All Other$40,000$40,000 
     ________ ________  
 Other Special Revenue Funds Total $40,000 $40,000 
 
Administration - Workers' Compensation 
Board 0183 
 
Initiative:  Provides for increased revenue allocation, 
restoration of positions and All Other costs for the central 
office, dispute resolution and the worker advocate programs to 
continue program operations.  It also restores fiscal year 2004-
05 funding for the law clerk at the administrative office of the 
courts. 
 
Other Special Revenue Funds 2003-04 2004-05 
 Positions - Legislative Count (23.000) (24.000) 
 Personal Services $1,363,043 $1,431,589 
 All Other   242,711 247,794 
     ____________ ____________ 
 Other Special Revenue Funds Total $1,605,754 $1,679,383 
 
Administration - Workers' Compensation 
Board 0183 
 
Initiative:  Allocates funds for Department of Labor programming 
services. 
 
Other Special Revenue Funds 2003-04 2004-05 
 All Other   $70,000 $70,000 
     ____________ ____________ 
 Other Special Revenue Funds Total $70,000 $70,000 
 
Administration - Workers' Compensation 
Board 0183 
 
Initiative: Provides for the reduction in  All Other funds for 
the purpose of staying within the assessment level recommended by 
the board. 
 
Other Special Revenue Funds 2003-04 2004-05 
 All Other   ($20,004) ($25,413) 
     ____________ ____________ 
 Other Special Revenue Funds Total ($20,004) ($25,413) 
 
Administration - Workers' Compensation 
Board 0183 



 
Initiative: Provides for the elimination of one Hearing Officer 
position for the purpose of staying within recommended available 
resources. 
 
Other Special Revenue Funds 2003-04 2004-05 
 Positions - Legislative Count (-1.000) (-1.000) 
 Personal Services ($140,512) ($140,244) 
     ____________ ____________ 
 Other Special Revenue Funds Total ($140,512) ($140,244) 
 
Administration - Workers' Compensation 
Board 0183 
 
Initiative:  Allocates funds to contract for temporary worker 
advocate and clerical support services and associated overtime 
for the Worker Advocate Program offices in Portland and Augusta. 
Recent changes by the Bureau of Accounts and Controls prohibit 
the encumbering of a contract in fiscal year 2002-03 for services 
to be provided in fiscal year 2003-04.  Funding is available for 
these expenditures in fiscal year 2003-04 from the unexpended 
cash in fiscal year 2002-03. 
 
Other Special Revenue Funds 2003-04 2004-05 
 Personal Services $30,000 $0 
 All Other   140,000 0 
     ____________ ____________ 
 Other Special Revenue Funds Total $170,000 $0 
 
WORKERS' COMPENSATION BOARD 
DEPARTMENT TOTALS 2003-04 2004-05 
 
 OTHER SPECIAL REVENUE FUNDS $1,725,238 $1,623,726 
     ____________ ____________ 
 DEPARTMENT TOTAL - ALL FUNDS $1,725,238 $1,623,726 
 
LEGISLATURE 
 
Commission to Review the Budget 
Process of the Workers' Compensation Board 
 
Initiative:  Allocates funds to reflect the reimbursement to be 
received from the Workers' Compensation Board reserve fund to 
cover the costs of legislative per diem and expenses. 
 
Other Special Revenue Funds 2003-04 2004-05 
 Personal Services $880 $0 
 All Other   830 0 
     __________ __________ 



 
 Other Special Revenue Funds Total $1,710 $0 
 
LEGISLATURE  2003-04 2004-05 
 

OTHER SPECIAL REVENUE FUNDS $1,710 $0 
     ________ __________ 

DEPARTMENT TOTAL - ALL FUNDS $1,710 $0 
 
SECTION TOTALS  2003-04 2004-05 
 
 OTHER SPECIAL REVENUE FUNDS $1,726,948 $1,623,726 
     __________ __________ 
 SECTION TOTAL - ALL FUNDS $1,726,948 $1,623,726 
 

 Emergency clause.  In view of the emergency cited in the preamble, this 
Act takes effect July 1, 2003.  
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Membership list 
COMMISSION TO REVIEW THE BUDGET 

PROCESS OF THE WORKERS' 
COMPENSATION BOARD 





 

 

APPENDIX C 
 

Budget Process Recommendations from the Berry Dunn McNeil and Parker Report; 
Workers' Compensation Board Report on Implementation of Recommendations 

























 

 

APPENDIX D 
 

Outline of the Process for Developing the Workers' Compensation Board Budget 







 

 

APPENDIX E 
 

Example of Cost Center Accounting 



















 

 

APPENDIX F 
 

History of Board Assessments and Expenditures 



 
Summary of Assessments and Expenditures 

Workers Compensation Board Administrative Fund 
 
  

 FY98 
 

FY99 
 

FY00 
 

FY01 
 

FY02 
 

FY03 
 
Statutory 
Cap on 
Assessment 

 
$6,600,000 

 
$6,600,000 

 
$6,735,000 

 
$6,735,000 

 
$7,035,000 

 
$6,860,000 

 
Assessment 
Billed 

 
$6,600,000 

 
$6,350,000 

 
$5,100,000 

 
$5,000,000 

 
$4,735,000 

 
$5,640,000 

 
Assessment 
Received 

 
$8,068,110 

 
$6,704,416 

 
$6,371,085 

 
$6,462,485 

 
$5,311,000 

YTD 

 
$4,356,011 

YTD 
       
 
Budget 
Allocation 

 
$6,060,687 

 
$6,855,515 

 
$6,827,879 

 
$6,999,165 

 
$8,094,777 

 
$8,691,175 

 
Actual 
Expenditure 

 
$6,244,676 

 
$6,799,166 

 
$6,926,392 

 
$7,117,125 

 
$7,808,144 

 
$5,559,846 

YTD 
       
 
Excess of 
Receipts 
over 
Amount 
Billed 

 
$1,468,110 

 
$354,416 

 
$1,271,085 

 
$1,462,485 

 
$576,900 

 
 

 
Amount 
Allocated to 
Reserve 

 
$660,000 

 
$354,416 

 
85,584 

 
____ 

  

 
Amount 
Returned to 
Employers 
(returned by 
reducing the 
total 
assessment) 

 
$___ 

 
$250,000 

 
$1,500,000 

 
$1,735,000 

 
$2,000,000 

 
$1,220,000 

 
Note:  FY98 = July 1, 1997 to June 30, 1998 
 
Prepared by the Office of Policy and Legal Analysis, March 3, 2003 
Source:  Berry Dunn McNeil and Parker study report, 2001 and Workers’ Compensation Board Staff 
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Funding and Assessment Methods of Other States 



Prepared by the Office of Policy & Legal Analysis 
From Information Provided by the Workers’ Compensation Board 
September 18, 2003 

SUMMARY of FUNDING MECHANISMS for  
STATE WORKERS’ COMPENSATION REGULATORY AGENCIES 

 
Except as otherwise specified, most states fund the operating cost of their workers’ 
compensation agencies through an assessment or a tax on both insurers and self-insured 
employers.   
 
In most cases, the assessment goes directly to the agency, but cannot be spent unless it is  
allocated by the Legislature and the Governor.  In some states, the assessment or tax is 
deposited directly into the General Fund, and all or a portion of the amount is 
appropriated to the agency from the General Fund by the Legislature and Governor. 
 
In one state (Maryland), a 12-member Advisory Committee advises the governor on the 
budget. 
 
State Source of Funds Basis for Assessment 
 
ALABAMA 

 
Assessment   

 
Based on compensation paid  

 
ALASKA 

 
User fee   

 

 
ARIZONA 

 
Premium tax  

 

 
ARKANSAS 

 
Premium tax  

 

 
CALIFORNIA 

 
General Fund 
 
 
 
 
Plus supplemental funding of system 
improvements provided by user assessment  

 
Amount appropriated from 
the General Fund = 1989 
funding, adjusted for inflation 
and work force 
 
User assessment is based on 
expected premium (ins) or 
indemnity benefits paid (SI) 
 
 
 

 
COLORADO 

 
Premium surcharge  
 
(Deposited in General Fund;  in 2002, 100% 
went to WC agency) 

 

 
CONNECTICUT 

 
Assessment  

 
Based on Benefits Paid 

 
DELAWARE 

 
Assessment on Insurers  
 
Assessment of self-insured (goes to the 
General Fund) 

 
Based on benefits paid (ins) 
 
Based on covered payroll (SI) 
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FLORIDA Assessment  Based on net premium 
collected (ins) or premium 
that would have been paid 
(SI) 

 
GEORGIA 

 
Assessment  
 
(Deposited in the General Fund)  

 
Based on premiums paid 

 
HAWAII 

 
General Fund 

 

 
IDAHO 

 
Premium tax 

 

 
ILLINOIS 

 
General Fund 

 

 
INDIANA 

 
General Fund 
 
Supplemented by fees paid by SI and 
independent contractors – Directly to agency 

 

 
IOWA 

 
General Fund 

 

 
KANSAS 

 
Assessment  

Based on compensation 
benefits paid 

 
KENTUCKY 

 
Assessment  

 
Based on premiums 

 
LOUISIANA 

 
Assessment  
 
(Deposited in General Fund Dedicated 
Account) 

 
Based on benefits paid in 
prior calendar year  

 
MAINE 

 
Assessment divided between insurers and 
self-insurers on basis of pro rata share of 
disabling cases attributable to each group 

 
Based on premiums paid (Ins) 
and Benefits Paid (SI) 

 
MARYLAND 

 
Assessment  
 
A 12-member Advisory Committee advises 
the Governor on the agency’s budget  

 

 
MASS. 

 
Assessment (plus special trust funds) 

 

 
MICHIGAN 

 
General Fund and Assessment of parties 

 
$100 on each party to a 
redemption case 

 
MINNESOTA 

 
Assessment collected semi-annually 

 
Based on premiums collected  
(ins) or indemnity benefits 
paid (SI) 

 
MISS. 

 
Assessment (plus $250 per insurer) 

 
Based on gross claims paid 
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MISSOURI 

 
Premium tax  

 

 
MONTANA 

 
Assessment  

 
Percentage of compensation 
and medical benefits paid 

 
NEBRASKA 

 
Assessment  

 
1% of premium (ins) or 
1.25% of prospective loss 
costs (SI) 

 
NEW 
HAMPSHIRE 

 
Assessment  

 
Based on pro rata share of 
total benefits paid in prior 
year 

 
NEW JERSEY 
 

 
Annual Assessment 

 

 
NEW MEXICO 

 
Assessment collected by Tax Department 
(which gets administrative fee).  A portion 
goes to pay off bond for construction of WC 
office 

 
Quarterly fee of $4 per 
covered employee (1/2 paid 
by employee, ½ paid by 
employer) 

 
NEW YORK 

 
Assessment  

 
In proportion to indemnity 
benefits paid in fiscal year 

 
NO. CAR. 

 
General Fund 

 

 
NO. DAKOTA 

 
Employer premium  
(ND has an exclusive state fund) 

 

 
OHIO 

 
Premiums and assessment  
(Ohio has exclusive state fund) 
 
Administrative assessment on self-insured 
employers 

 
Based on payroll (employers) 
 
Based on benefits paid (self-
insurers) 
  

 
OKLAHOMA 

 
General Fund primarily;  also revenue from 
premium taxes, application fees, etc. 

 

 
OREGON 

 
Assessment  

 
Based on direct earned 
premium (ins) and simulated 
earned premium (SI) 

 
PENN. 

 
Assessment 

 

 
RHODE 
ISLAND 

 
Assessment  

 
Based on gross premium 

 
So. CAR. 

 
General Fund 
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Premium tax is deposited in General Fund;  
Comp agency gets about 25% of tax 
collected 
 

 
SO. DAK. 

 
General Fund 

 

 
TENN. 

 
General Fund 
 
Premium tax goes to General Fund;  ½ is 
used for Second Injury Fund 

 
 

 
TEXAS 

 
Assessment deposited in General Fund 

 
Based on unmodified 
premium 

 
UTAH 

  
General Fund 

 
Assessment based on 
premiums 

 
VERMONT 

 
Premium tax 

 

 
VIRGINIA 

 
Premium tax 

 

 
WASHINGTON 

 
Premium 
(State Fund?) 
 

 

 
WEST 
VIRGINIA 

 
Premium 
(W.Va. has exclusive state fund) 

 

 
WISCONSIN 

 
Assessment  
 
(Deposited in General Fund;  100% goes to 
agency) 

 
Based on indemnity benefits 
paid in prior year 

 
WYOMING 

 
Premium tax 
 
(Wy. has exclusive state fund) 

 

 
G:\2003 Interim Studies\Workers Compensation Board\Other states.doc 
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METHODS of FUNDING WORKERS’ COMPENSATION  
ADMINISTRATIVE AGENCIES, BY STATE 

 
 
 
CALIFORNIA  
(LABOR CODE §62.5) 
 
Administrative Structure: 
Labor & Workforce Development Agency 

Department of Industrial Relations 
Division of Workers’ Compensation  

 
Funding Mechanism:  Pursuant to AB 227 (2003 law chapter 635), the Division will be 100% 
funded by an employer assessment in the future.  Prior to passage of that law, the Division was 
80% funded by the General Fund; 20% by Employer Assessment. 
 
The employer assessment is determined as follows: the amount needed is allocated between 
insured and self-insured employers in proportion to payroll in the most recent year available.   
Among insured employers, the assessment is allocated in proportion to premium. Among self-
insured employers, the assessment is allocated on the basis of indemnity benefits paid in the most 
recent year. 

 
 

Contact:  Bob Wong, Manager of the Information and Assistance Unit, (415) 703-4600.  
www.leginfo.ca.gov.  According to Mr. Wong, it had gotten too difficult to obtain funding from 
the General Fund.  The employer community seemed to be comfortable with shifting to 100% 
assessment funding, realizing the need for efficient, effective service from the WC Division.  
Division is generally acknowledged to be under-staffed.  Budget of $100 million; 1 million 
claims annually; 850 employees. 
 
 
 
MASSACHUSETTS 
(C. 152, §65) 
 
Administrative Structure 
Department of Labor and Workforce Development  

Division/Department of Industrial Accidents 
 
 
Funding Mechanism:  The Division has 3 sources of revenue:  an employer assessment, fines 
($100 a day for failure to timely file a First Report) and a referral fee (currently $574 paid by 
insurers for each case that goes to formal hearing).  The Division gets a General Fund 
appropriation and pays back the General Fund from its revenues. 
 
The assessment rate is determined by dividing the total amount to be raised by the total amount of 
losses paid in the prior year by that particular category of employers (i.e., private insured, self-
insured, group self-insured, public).  The assessment rate for insured employers is applied to 
current manual premium, times an experience modification, and is separately stated on premium 
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notices.  The assessment rate for self-insureds is applied to imputed premium times an experience 
modification factor. 
 
The balance in the fund at the end of the fiscal year in excess of 35% of prior year expenditures 
must be used to reduce the next year’s assessment.  The Commission of the Industrial Accident 
Department/Division may make additional assessments during the year if necessary to gain 
sufficient revenue – the additional assessment is subject to approval of an advisory council and 
the Commissioner of the Department of Labor and Workforce Development. 
 
Contact:  Joan Endres, Accounting Division, 617-727-4900 x 232.  www.state.ma.us/dia.  
According to Ms. Endres, the Division has not had trouble getting the necessary funds 
appropriated from the General Fund.  The Division maintains up to a 35% reserve fund in case 
collections are too low.  She said she doesn’t think the insurers protest the referral fee;  it gives 
incentive to settle at conciliation.  The assessment is collected quarterly. 
 
 
 
 
IOWA 
(CHAPTER 86) 
 
Administrative Structure 
Department of Workforce Development 

Division of Workers’ Compensation 
 

Funding Mechanism 
General Fund  
 
 
 
NEW HAMPSHIRE 
(NH STAT. 281-A: 59) 
 
Contact 
Kathryn Barger, Director, Division of Workers’ Comp 
(603) 271-3599 
 
Administrative Structure 
Department of Labor 

Division of Workers’ Compensation 
 
Funding Mechanism 
Assessment of each insurer and self-insured employer on the basis of total workers comp benefits 
(including medical) paid in the FY ending in the prior calendar year. 
Total assessment cannot exceed the amount appropriated for the budget of the Division for the 
FY in which the assessment is made.  The assessment must be reduced by the balance in the fund 
at the beginning of the new FY. 
 
Kathryn Barger says that they have not had difficulty with assessment collections, and insurers do 
not appear to have complaints about collections based on prior year’s benefits paid.  The only 
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problem is when figures about past benefits are incorrect and the assessment amount has to be 
adjusted. Insurers that stop writing business in NH still have to pay on the basis of benefits 
payments, unless they are insolvent. 
 
 
 
 
OREGON 
(SECTION 656.612, .614) 
 
Administrative Structure 
Department of Consumer and Business Services 

Workers’ Compensation Division 
 

Funding Mechanism 
Assessment is collected from insurers on the basis of current direct earned premium and from 
self-insurers on the basis of direct earned premium that would have been paid had they been 
insured employers.   Division director determines manner and interval for payments.  
 
 
 
 
NEVADA 
(SECTION 232.680) 
 
Administrative Structure 
Department of Business and Industry 

Division of Industrial Relations 
 
 
Funding Mechanism 
Administrator divides the cost of programs among groups of employers (self-insured employers, 
self-insured groups, insured employers, etc.) who benefit from the program on the basis of 
expected annual claims expenditures. 
Within each group, the administrator determines an assessment rate that: 
 

(a)  For insurers:  Reflects the relative hazard of the jobs covered by the insurers, results 
in an equitable distribution of costs, and is based on expected annual premium; 
 
(b)  For self-insured employers and self-insured groups:  Results in an equitable 
distribution of costs among self-insured employers and is based on expected annual 
expenditures for claims.  Pursuant to rules adopted by the Administrator, “Expected 
annual expenditures” are generally calculated as the average of expenditures in prior 3 
years. 

 
The administrator adopts rules to implement the law. 
 
 
MINNESOTA 
(MINN. STAT. SECTION 176.129) 
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Administrative Structure 
Department of Labor and Industry 

Division of Workers’ Compensation 
 

Funding Mechanism 
Amount needed is allocated among insureds and self-insured on the basis of paid indemnity 
losses in the prior calendar year.  Among self-insureds, the assessment is allocated based on paid 
indemnity losses;  Among insured employers, assessment is allocated on the basis of premium 
and collected through a policyholder surcharge 
State agencies pay on a separate basis? 
Half due by August 1;  half by February 1. 
 
 
 
WISCONSIN 
(WIS. STAT. SECTION 102.75) 
 
Administrative Structure 
Department of Workforce Development 

Workers’ Compensation Division 
 
Funding Mechanism 
 
Funds are provided by insureds and self-insureds in proportion that the total indemnity benefits 
paid or payable in cases closed in the prior calendar year by that employer bears to the total 
indemnity benefits paid in cases closed in that calendar year. 
 
Robert Conlin, Senior Staff Attorney for the Wisconsin Legislative Council, (608) 266-2298, says 
that the assessment and costs of administering the workers’ comp system have not been a matter 
of controversy in recent years. 
 
 
RHODE ISLAND 
(RI STAT. SECTION 28-37-13) 
 
Administrative Structure 
Department of Labor and Training 
 
 
Funding Mechanism 
Assessment is 4-1/4% of gross premium paid during the preceding calendar year ( insurers) or 
gross premium that would have been paid by self-insureds in preceding calendar year (or a 
different amount if certified by the Department).  If the assessment rate for the current year is 
lower than the rate for the prior year, the insurer must reduce the employer’s premium payment in 
a like amount or refund the difference to the employer. 
 
 
 
TEXAS 



Prepared by the Office of Policy & Legal Analysis  page 5 
October 2003 

CIVIL STATUTES, SECS. 8306-8309 
 
Administrative Structure 
Workers’ Compensation Commission  6 members, appointed by the Governor; Staffed by 
Executive Director and staff 
 
Funding Mechanism 
Commission sets an assessment rate taking into account expenses, prior-year surplus or deficit, 
other revenue sources.  Insurers apply the assessment rate to modified annual premium;  self-
insurers apply the same assessment rate to their “tax base” which equals the sum of liabilities 
incurred in the prior year and administrative costs in the prior year.   
 
Any deficit in collections is covered by the General Fund;  any excess collections go to the 
General Fund. 
 
 
 
 
VERMONT 
(TITLE 21, CHAPTER 9, §601 ET SEQ.) 
 
Administrative Structure 
Department of Labor and Industry 
 
 
Funding Mechanism 
The assessment rate applicable to insurers is set annually by the General Assembly (the 
Legislature).  The rate is the budget approved by the General Assembly (in the prior year?) 
adjusted by the Department’s projection for salary and benefits, minus the amount collected in the 
prior calendar year from self-insureds, adjusted by the surplus/deficit from the prior calendar 
year, divided by the total direct calendar year premium for the prior year. 
 
(Amounts are currently set at .85% of direct calendar year premium for insureds, and 1% of 
losses for self-insureds) 
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Pros and Cons of Various Funding Mechanisms 
 

Some Issues to Consider in Determining How to Fund the Workers’ Compensation Board 
Practical Issues 

• Predictable revenue to the Board 
• Sufficient revenue to the Board 
• Predictable recovery from employers 
• Administrative ease 

 
Policy Issue: Who should bear the costs of administering the system?   

• All taxpayers?  (General Fund)  
• All covered employees and their employers?  (See New Mexico) 
• All employers with covered employees?  (Assessment based on premium) 
• All employers whose workers suffered compensable injuries?  (Assessment based on premium or benefits paid) 

 
 
Funding Method Pros Cons State Examples Comments 
 
GENERAL FUND 
 
 

 
Revenue is somewhat predictable, 
once appropriation is approved, 
but subject to budget cuts 
 
Spreads the cost to taxpayers, 
generally 
 
Easy to administer 
 

 
Need to compete with other 
programs needing GF dollars 
 
No link to amount of size or 
usage of the system 

 
California (before 
2003, was 80% 
General Fund) 
 
Iowa 
 
Illinois 
 
No. & So. Carolina 
So. Dakota 

 
WC agencies funded through 
the General Fund are usually 
located within a larger 
department 
 
Special tax/assessment may 
still apply to wc entities, but 
funds are not dedicated 
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ALL COVERED 
EMPLOYEES and THEIR 
EMPLOYERS 
 
 

 
All potential users of the services 
of the administrative agency 
share the cost 

 
Not based on amount of 
usage of the system 
 
Somewhat unpredictable 

 
New Mexico ($4 per 
covered e’ee quarterly, ½ 
pd by employer; ½ by 
employee) 
 

 
Collected by the state tax 
entity, which takes a 
percentage of collections to 
cover collection costs 

 
ASSESSMENT  
 
Specific dollar amount based 
on prior year premium 

 
 
Predictable revenue to the 
Workers’ Comp Board, b/c it’s a 
specific dollar amount 
 
Easy to divide among insurers 
because prior-year premium 
levels are known 
 
Premiums presumably have some 
relationship to the number of 
employees, risk and injury rate  
 
 

 
 
Insurers can’t accurately 
spread the cost to employers, 
b/c it’s not expressed as a 
percent of premium 
 
Insurers want assessment to 
show as a separate item on 
premium bills  
 
Changes in market can make 
current year payments unfair 
– insurer can have significant 
business one year, and less 
business in the year the 
assessment is collected 
 

 
 
Rhode Island 

 
 
Some states appear to 
allocate costs based on prior 
year premium, but allow 
insurers to collect it from 
current year policyholders. 

 
ASSESSMENT  
 
Specific dollar amount based 
on prior year benefits paid 
(indemnity, medical, both) 

 
Predictable revenue to the 
Workers’ Comp Board (b/c it’s a 
specific dollar amount) 
 
Easy to divide among insurers 
because prior-year benefits paid  
are known 
 
Makes employers/insurers with 
frequent losses pay for 
administration of system to deal 

 
Same as for specific dollar 
amount based on premium 
(above) 
 
May impact an insurer’s 
settlement process 
 
Payment of benefits does not 
necessarily equate with cost 
to the WCB (if employer 
pays without contesting 

 
Minn (SI) – Indemnity 
benefits paid 
 
NH – All benefits 
 
Wisc. – Indemnity 
benefits paid or payable 
in cases closed in the 
prior year 
 
Maine (SI) – “aggregate 
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with the losses 
 

claims, less work for WCB) 
 
 

benefits” 

 
ASSESSMENT 
 
Percentage of anticipated 
premium (or assumed 
premium for self-insureds) 

 
Insurers can pass assessment 
directly to employers  
 
 
 

 
Unpredictable revenue to the 
WCB 

 
Minn (I) 
Oregon 
Vermont 
Texas 
Nevada 
Mass? 
 

 
 

 
USER FEE  

 
Parties that use the system pay 
for it 

 
Unpredictable revenue 
 
Unfair to impose costs on 
parties who have not 
intentionally chosen to 
become involved with the 
system 
 

 
Massachusetts: insurers 
pay a referral fee for each 
case that doesn’t settle at 
the conciliation stage);  
pays for a portion of the 
costs of the system 
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Appendix H 
 

Proposal to Change Assessment Process, submitted by Department of Professional and 
Financial Regulation Commissioner Robert E. Murray, Jr. 

















 

 

Appendix I 
 

Description of the Assessment Calculation for FY 04 






