ARTICLE XVI

Uninsured Employers Guaranty Fund

Section 1601. Definitions.

The following words and phrases when used In this article shall have the meanings gliven to
them In this section unless the context clearly Indicates otherwise:

"Compensatlon."” Benefits pald pursuant to sectlons 306 and 307.

"Employer." Any employer as defined In section 103. The term does not include a person
that qualifies as a self-Insured employer under section 305.

“Fund.” The Uninsured Employers Guaranty Fund established in section 1602. The fund
shall not be considered an insurer and shall not be subject to penaities, unreasonable
contest fees, Interest or any reporting and liability requirements under section 440.
“Policyholder." A holder of a workers' compensation policy Issued by the State Workers'
Insurance Fund, or an Insurer that Is a domestic, foreign or allen mutual assoclation or
stock company writing workers' compensation Insurance on risks which would be covered by
this act,

"Secretary." The Secretary of Labor and Industry of the Commonwealth.
Section 1602, Fund.

(a) Establishment.--

(1) There Is established a speclal fund to be known as the Uninsured
Employers Guaranty Fund.

(2) The fund shall be malntained as a separate fund In the State Treasury
subject to the procedures and provisions set forth in this article.

(b) Source.-- The sources of the fund are;
(1) Assessments provided for under section 1607,

(2) Relmbursements or restitution.

(3) Interest on money In the fund.

(c) Use.-- The administrator shall establish and maintain the fund for the exclusive
purpose of paying to any claimant or his dependents workers' compensation benefits
due and payable under this act and the act of June 21, 1939 (P.L. 566, No. 284),
known as The Pennsylvania Occupational Disease Act, and any costs specifically



associated therewith where the empioyer llable for the payments failed to insure or
self-Insure Its workers' compensation ilability under section 305 at the time the
injuries took place.

(d) Administration.-- The secretary shall be the administrator of the fund and shall
have the power to collect money for and disburse money from the fund,

(e) Status.-- The fund shall have all of the same rights[, dutles, responsibilities
and obligations] as an Insurer.

Section 1603. Cialms.

(a) Scope.-- This section shall apply to claims for an Injury or a death which occurs
on or after the effective date of this article.

(b) Time.-- An Injured worker shall notify the fund within 45 days after the worker
knew that the employer was uninsured. The department shall have adequate time to
monltor the clalm and shall determine the obligations of the employer, No employee
£hall receive compensation [shall be paid] from the fund [until] unless: (1)

o -

notifies [notice Is given]
period; and (2) the department determines that the employer falled to voluntarily

accept and pay the claim or subsequently defaulted on payments of compensation,
[No compensation shall be due until notice Is given.]

(c) Process.-- After notice, the fund shall process the clalm in accordance with the
provisions of this act.

(d) Petitlons.-- No claim petition may be filed against the fund untll at least 21 days

after notlce of the claim is made to the fund; provided, however, that unless




Section 1604. Claim Petition.

{a) If a claim for compensation Is filed under this article and the claim Is not voluntarily
accepted as compensable, the employee may file a claim petition naming both the employer
and the fund as defendants. Fallure of the uninsured employer to answer a claim petition
shall not serve as an admission or otherwlse bind the fund under section 416.

Section 1605, Department.

(a) Insurance Inqulry.-- Within ten days of notice of a claim, the fund shall demand
from the employer proof of applicable insurance coverage. Within 14 days from the
date of the fund's request, the employer must provide proof of Insurance. If the
employer does not provide proof, there shall be rebuttable presumption of
uninsurance.

(b) Reimbursement.-- The department shall, on behalf of the fund, exhaust all
remedies at law against the uninsured employer In order to collect the amount of a
voluntary payment or award, Including voluntary payment or award itself and
reimbursement of costs, Interest, penalties, fees under section 440 and costs of the
fund's attorney, which have been pald by the fund. The fund shall also be reimbursed
for costs or attorney fees which are Incurred in seeking relmbursement under this
subsection. The department Is authorized to Investigate violations of section 305 for
prosecution of the uninsured employer pursuant to section 305(b) and shall pursue
such prosecutions through coordinatlon with the appropriate prosecuting authority.
[Any restitution obtained shall be paid to the fund.] The fund shall be

g =i s S LILLITU ' 2 8 < = J AE S S O Mi-E-ER-Ha1Y




(c) Bankruptcy.-- The department has the right to appear and represent the fund as
a creditor in a bankruptcy proceeding Involving the uninsured employer.

(d) Liens.-- If payments of any nature have been made by the fund on behalf of an
uninsured employer, the fund shall file a certified proof of payment with the
prothonotary of a court of common pleas, and the prothonotary shall enter the entire
balance as a judgment against the employer. The judgment shall be a statutory lien
against property of the empioyer In the manner set forth In section 308.1 of the act
of December 5, 1936 (2nd Sp.Sess., 1937 P.L. 2897, No. 1), known as the
Unemployment Compensation Law, and execution may Issue on it. The fund has the
right to update the amount of the lien as payments are made.

Section 1606. Other Remedies.

Nothing contained in this article shall serve to abrogate the provisions of section 305(d)
allowing the clalmant or dependents to bring a direct sult for damages at law as provided by
Article II. The fund shall be entltled to assert rights to subrogation under section 319 for
recovery made from the employer or any other third party.

Sectlon 1607. Assessments.

For the purpose of establishing and maintalning the fund, the sum of $ 1,000,000 Is hereby
transferred from the Administration Fund established under section 446 to the fund for '
operation of the fund for the period commencing on the effective date of this section
through June 30, 2007. The department shall calculate the amount necessary to malntain
the fund and shall assess Insurers and self-insured employers as is necessary to provide an
amount sufficient to pay outstanding and anticlpated claims In the following year in a timely
manner and to meet the costs of the department to administer the fund. The fund shall be
malntained in the same manner as the Workmen's Compensation Administration Fund under
sectlon 446 and the regulations thereunder. In no event shall any annual assessment
exceed 0.1% of the total compensation pald by all Insurers or self-Insured employers during
the previous calendar year.

Section 1608. Regulations,

The department may promulgate regulations for the adminlistration and enforcement of this
article.










Section 305.2. Injuries occurring extraterritorially,

* L I N *

(c) If an employe is entitled to the benefits of this act by reason of an Injury sustained In
this State in employment by an employer who Is domiclled in another state and who has not
secured the payment of compensation as required by this act, the [employer or his
carrier may flle with the director a certificate, issued by]

with the commission or agency of such other state having jurlsdiction over workmen's
compensation claims, [certifylng] that such employer has secured the payment of
compensation under the workmen’s compensation law of such other state and that with
respect to sald injury such employe Is entitled to the benefits provided under such law.

In such event:

[(1) The filing of such certificate shall constitute an appointment by such
employer or his carrier of the Secretary of Labor and Industry as his agent for
acceptance of the service of process In any proceeding brought by such employe
or his dependents to enforce his or thelr rights under this act on account of such

Injury;

(2) The secretary shall send to such employer or carrier, by registered or certified
mail to the address shown on such certificate, a true copy of any notice of claim or
other process served on the secretary by the employe or his dependents in any
proceeding brought to enforce his or their rights under this act;

(3)

(i)] (1) 1f such employer is a qualified self-insurer under the workmen’s compensatlion law
of such other state, such employer shall[, upon submission of evidence, satisfactory to
the director, of his ability to meet his liabllity to such employe under this act,] be

deemed, for the purposes of such employe, to be a qualifled self-insurer under this act;

[(ii)] (2) If such employer's liabillty under the workmen’s compensation law of such other
state is Insured, such employer's carrler, as to such empioye or his dependents only, shall
be deemed to be an insurer authorized to write Insurance under and be subject to this act:
Provided, however, That unless Its contract with sald empioyer requires It to pay an amount
equivalent to the compensation benefits provided by this act, Its Habllity for income benefits
or medical and related benefits shall not exceed the amounts of such benefits for which such
Insurer would have been ilable under the workmen’s compensation law of such other state;

[(4)] (3) If the total amount for which such employer’s insurance is liable under clause
[(3)] (2) above Is less than the total of the compensation benefits to which such empiloye
Is entitled under this act, the [secretary] Department may, If [he] jt deems It necessary,
require the employer to file security[, satisfactory to the secretary,] to secure the
payment of benefits due such employe or his dependents under this act; and

[(5)] (4) Upon compiiance with the preceding requirements of this subsection (c), such
employer, as to such employe only, shall be deemed to have secured the payment of
compensatlion under this act, g sha ¥ sured ¢ :
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[(d)] (e} As used in this section:

(1) "United States" includes only the states of the United States and the District of
Coiumbia.

(2) "state” Includes any state of the United States, the District of Columbla, or any Province
of Canada.

(3) "Carrier” Includes any Insurance company licensed to write workmen’s compensation
Insurance In any state of the United States or any state or provinclal fund which insures
employers agalnst their liabliities under a workmen’s compensation law.

(4) A person’s employment Is principally localized in this or another state when (i) his
employer has a place of business in this or such other state and he regulariy works at or
from such place of business, or (i) having worked at or from such place of business, his
duties have required him to go outslde of the State not over one year, or (iii) If clauses (1)
and (2) foregolng are not applicable, he Is domiclied and spends a substantial part of his
working time in the service of his employer In this or such other state.

(5) An employe whose dutles require him to travel regularly In the service of his employer In
this and one or more other states may, by written agreement with his employer, provide
that his employment is principally localized In this or another such state, and, unless such
other state refuses jurisdictlon, such agreement shail be given effect under this act.

(6) "Workmen's compensatlon law" inciudes "occupational disease law."

Sec. 2 -- Effective date:

The amendments to sections 1602, 1605, 1609, 1610 and 1611 shall take effect
immediately.

The amendments to sections 1603(d) and 1603(e) apply to all claims in which notice under
sectlon 1603 Is provided to the fund on or after the effective date of this act.

The amendments to section 1601, 1603(b), 1603(f), 1604 and 305.2 shall apply
retroactively to all claims existing as of the effective date of this act for which compensation
has not been pald or awarded.



The act of June 2, 1915 (P.L.736, No.338), known as the

Workers' Compensation Act, reenacted and amended June 21, 1939

(P.L.520, No.281), is amended to read as follows:

SECTION 1607. ASSESSMENTS AND TRANSFERS.

(A)

(B)

FOR THE PURPOSE OF ESTABLISHING AND MAINTAINING THE
FUND, THE SUM OF $1,000,000 IS HEREBY TRANSFERRED
FROM THE ADMINISTRATION FUND ESTABLISHED UNDER
SECTION 446 TO THE FUND FOR OPERATION OF THE FUND FOR
THE PERIOD COMMENCING ON THE EFFECTIVE DATE OF THIS
SECTION THROUGH JUNE 30, 2007. THE DEPARTMENT SHALL
CALCULATE THE AMOUNT NECESSARY TO MAINTAIN THE FUND
AND SHALL ASSESS INSURERS AND SELF-INSURED EMPLOYERS
AS IS NECESSARY TO PROVIDE AN AMOUNT SUFFICIENT TO
PAY OUTSTANDING AND ANTICIPATED CLAIMS IN THE
FOLLOWING YEAR IN A TIMELY MANNER AND TO MEET THE
COSTS OF THE DEPARTMENT TO ADMINISTER THE FUND. THE
FUND SHALL BE MAINTAINED IN THE SAME MANNER AS THE
WORKMEN'S COMPENSATION ADMINISTRATION FUND UNDER
SECTION 446 AND THE REGULATIONS THEREUNDER. IN Nd
EVENT SHALL ANY ANNUAL ASSESSMENT EXCEED 0.1% OF THE
TOTAL COMPENSATION PAID BY ALL INSURERS OR SELF-
INSURED EMPLOYERS DURING THE PREVIOUS CALENDAR YEAR.
FOR THE PURPOSES OF FURTHER MAINTAINING THE FUND, THE
SUM OF $4,000,000 IS HEREBY TRANSFERRED TO THE FUND
FROM THE ADMINISTRATION FUND ESTABLISHED UNDER

SECTION 446.



(C) FOR THE PURPOSES OF FURTHER MAINTAINING THE

FUND, THE SUM OF $3,000,000 IS HEREBY TRANSFERRED TO

THE FUND FROM THE ADMINISTRATION FUND ESTABLISHED

UNDER SECTION 446.

SECTION 2. THIS ACT SHALL TAKE EFFECT IMMEDIATELY.



