1330
Sponsor(s): Representatives L. Thomas, G ant, Zellinsky, Shel don
and M el ke

Brief Title: Modifying the adm nistration of the responsibilities
of self-insurers.

HB 1330 - DI GEST
(DI GEST AS PASSED LEG SLATURE)

Provides that, wuntil July 1, 2001, subsidiary conpanies,
hol di ng conpanies, or affiliated |l egal entities of the reinsurer,
not involved in providing reinsurance, shall be allowed to
participate in the adm nistration of the responsibilities of the
self-insurer under Title 51 RCW

Directs the departnent to conduct a study of self-insurers’
adj udi cati on outcones, clains nmanagenent practices, and other
appropriate outcones and practices. The study shall conpare
outcones and practices of self-insurers who use the services of
reinsurers and admnistrators that are affiliated to those of self-
insurers who use the services of wunaffiliated reinsurers and
admnistrators, as well as to the outconmes and practices of the
departnment. The departnent shall report the results of the study
to the legislature by January 1, 2000.

VETO MESSAGE ON HB 1330
May 14, 1997
To the Honorabl e Speaker and Menbers,
The House of Representatives of the State of Washi ngton
Ladi es and Gentl enen:

| amreturning herewith, w thout ny approval, House Bill No.
1330 entitl ed:

"AN ACT Relating to adm ni stration of the responsibilities of

self-insurers;"

House Bill No. 1330 would allow third party adm ni strators of
wor kers’ conpensation clains to purchase reinsurance through an
affiliated or parent conpany.

Such a statutory change woul d dramatically alter the all owabl e
rel ati onship between third party adm nistrators and rei nsurers and
have the potential of conpromsing the neutrality of third party
adm ni strators. Utimately, this could jeopardize or inproperly
[imt the benefits to which workers are entitled under the workers’
conpensation program As a claimnmatures and begins to reach the
retention | evel of the excess policy, the third party adm ni strator
woul d be required to informthe affiliated excess carrier that a
potential liability exists. While benefits would |ikely continue,
the affiliated excess carrier wuld be remss in its own
obligations if it did not becone concerned and | ook cl osely at the
further adm nistration of the claim

Furthernore, this bill has the potential of transferring
enpl oyers’ workers’ conpensation obligations to reinsurance
conpani es. For exanple, if an excess carrier were to market a



rei nsurance policy wwth a deductible feature and the deducti bl e be
met, the excess carrier would own the nmanagenent of that claim
This defeats the current prohibition against a private insurance
conpany managi ng Washi ngt on workers’ conpensation cl ai ns.

This bill would al so mandate that the Departnent of Labor &
| ndustries study the effects of this legislation. No funding is
provided in the adopted state operating budget for the additional
burden this bill would place on the departnent.

One purpose of this bill is to encourage conpetition in the
rei nsurance market. However, there appears to be no need to nake
this kind of departure from the protections in current law to

encourage conpetition. There are already nearly 21 conpanies
offering this |ine of excess insurance coverage in this state.

For these reasons, | have vetoed House Bill No. 1330 in its
entirety.

Respectful ly submtted,
Gary Locke
Gover nor



