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TESTIMONY IN SUPPORT OF SB 0008 (2020)
MARYLAND UNINSURED EMPLOYERS’ FUND

Bill Number — SB 0008 (2020)

Submitted by — State of Maryland Uninsured Employers’ Fund, Michael W. Burns,
Director

Position - SUPPORT

The Maryland Uninsured Employers’ Fund (UEF) appears today in support of SB 8,
“Uninsured Employers’ Fund — Additional Assessment on Awards and Settlements — Amount.”
This legislation would alter the percentage of the additional assessment that the UEF Board may
direct the Workers’ Compensation Commission (WCC) to impose on certain awards and
settlements from the current long-time maximum of 2% to a maximum of 4%, if the board
determines that the reserves of the Uninsured Employers’ Fund are inadequate to meet
anticipated losses and expenses of the agency. The agency respectfully requests that the Senate
Finance Committee approve this legislation for the reasons that follow.

UEF is a statutory agency created to protect Maryland workers who are injured on the job
(from an accidental injury and occupational disease). The purpose of the agency is to provide
workers’ compensation benefits where an uninsured employer fails to provide benefits awarded
by the WCC or in cases where a self-insured employer becomes insolvent.

UEF is a special fund, which means that is funded by fines levied by the WCC against
uninsured employers and assessments imposed on most awards of permanent disability
indemnity benefits. The agency also receives reimbursement from uninsured employers for
expenditures made to claimants. The agency’s obligation to provide benefits and/or
compensation is generally triggered when an uninsured employer defaults on an award issued by
WCC. The agency is 100% self-funded.

UEF was originally designed to be a limited back-stop fund to care for injured workers
whose employers failed to maintain legally required workers' compensation insurance. It was
thought that there would only be a fairly small number of such cases because employers would
maintain workers compensation insurance to cover their employees because it was required by
law. Over the decades, however, this notion has proven to be erroneous as recent events have
shown. Some employers, especially those in the construction and landscaping industries,
routinely fail to carry required insurance because it enables them to underbid their competitors.
Add to this honest employers who simply fail to have coverage and then have a claim from an
injured worker, as well as bankrupt self-insured employers, such as Bethlehem Steel (BSC) and
A&P Supermarkets (A&P), and by 2019 the result has been that UEF has now grown to cover
over 900 claims at any one time, with expenditures for both lost wages and medical bills totaling
millions of dollars per year.

There are a number of factors to consider in evaluating the agency’s revenue
requirements. Years of rising medical costs, hiring a competent Third-Party Claims
Administrator (TPA) to manage claims, and filling and compensating long empty staff positions
continues to require increased expenditures from the fund. In addition, as noted the law requires



UEF to pay claims of self-insured employers who become insolvent. This statute places
unlimited liability on the UEF to pay relevant self-insured employer claimants, but provides no
funding mechanism to do so. In recent years both A&P and BSC - both self-insured - have
become insolvent and UEF has become responsible for millions of dollars in workers’
compensation payments for these two corporations without any source of revenue. Additionally,
as a result of decisions taken in the 2019 legislative session, UEF is now responsible for
potentially hundreds of additional claims amounting to millions of additional dollars for new
BSC claims with no revenue source to offset those mandated payments. The potential liability
the UEF faces for insolvent self-insured claims is in the millions of dollars.

An “analysis of the Uninsured Employers’ Fund’s unfunded estimates of revenue and
expenses” produced for the agency in 2014 indicated an ongoing shrinking of the fund balance
(the agency is working with procurement staff to obtain a new actuarial analysis), with the
balance dropping at an ever-increasing rate year by year, until the balance turns from a positive
figure to a negative one at some point after FY 2024.

Dealing with the current expenditure and revenue reality of the UEF in 2020 is the basis
and reason for SB 8. The bill will grant the board the authority to raise the relevant assessment
on awards and settlements from the current maximum of 2% to a new potential maximum of 4%,
if required to maintain the stability of UEF. Each 1% increase in the assessment is estimated,
based on past history, to increase revenue annually by $4,000,000.

In summary, it is the agency’s evaluation that the present revenue mechanism is outdated
and inadequate, and does not address UEF’s current responsibilities, requirements and
expenditures. This legislation would allow, but not mandate, the Agency Board to increase the
assessment up to an additional 2%, if required to maintain the stability of the fund and to
continue to make required payments to injured Maryland workers and their families. Should the
additional funds not be required by the agency in the future the assessment can be adjusted
downward by the UEF Board at any time. It is a reasonable measure that reflects a reality far
different than that envisioned in the 1980s when the agency was first established.

The agency thanks the committee for its attention and consideration of SB 8, and
sincerely thanks the Committee Chair for agreeing to sponsor this legislation on behalf of the
agency.

The agency urges a favorable report on SB 8.

Respectfully submitted,

Michael W. Burns, Esq.
Director
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Testimony of Chesapeake Employers’ Insurance
Senate Bill 8 would allow the Board of the Uninsured Employers’ Fund to raise the assessment upon certain
indemnity awards in the workers’ compensation arena an additional 3%, that is from the present assessment

to an amount of 4%. For the following reasons, Chesapeake Employers’ Insurance Company and Injured
Workers Insurance Fund respectfully oppose Senate Bill 8.

The Uninsured Employers Fund (UEF) acts as a backstop to provide medical and indemnity benefits to
workers injured on the job while working for employers who have failed to secure workers compensation
insurance. The funding for the UEF comes from collections, fines, and an assessment on every award for
permanent partial disability or settlement ordered by the Workers’ Compensation Commission. At present,
the UEF assessment stands at 2%; an additional 6.5% assessment provides for funding of a sister state
agency, the Subsequent Injury Fund. As such, the total assessment on each of these types of awards is 8.5%

The above-referenced assessment is paid by insurers, and the state, over and above any award of money to
an injured worker. That is, these assessments are in addition to an award of indemnity to an injured worker.
The following charts illustrate the assessment payments made by Chesapeake or the State in the last five
(5) years.

UEF- 2% Actuals State Private SIF - 6.5% State Private
Actuals
2015 $523,280.06 $1,362,541.42 2015 $1,703,072.38  $4,433,603.38
2016 $770,998.47 $1,775,026.18 2016 $2,501,137.36  $5,730,330.01
2017 $637,916.22 $1,525,424.62 2017 $2,067,133.52  $5,086,466.33
2018 $607,372.08 $1,318,466.41 2018 $1,745,483.46  $3,348,765.40
2019 $636,622.15 $1,431,125.48 2019 $2,180,485.15  $4,972,234.11

Total $3,176,188.98 $7,412,584.11 Total $10,197,311.87 $23,571,399.23

If Senate Bill 8 had been in place, the below chart shows how the bill would have impacted expenditures
over the last five (years):

UEF- 2% Increase to 4% State Private

2015 $1,046,560.12  $2,725,082.84
2016 $1,541,996.94  $3,550,052.36
2017 $1,275,832.44  $3,050,849.24



2018 $1,214,744.16  $2,636,932.82
2019 $1,273,244.30  $2,862,250.96

Total $6,352,377.96 $14,825,168.22

As can be seen, the assessments are significant costs that are not paid by insurers in a vacuum; the
expenditures are passed down to Maryland businesses. Significantly, any increase in the assessment in
connection with state claims would serve to move money from other state agencies to the UEF; a budgetary
issue larger than this bill’s focus.

Given the impact of Senate Bill 8 to Maryland businesses and the State, as an employer in the workers’
compensation arena, Chesapeake Employers and IWIF respectfully oppose Senate Bill 8 and request an
unfavorable report.

Respectfully submitted,

Carmine G. D’ Alessandro

Chief Legal Officer

Chesapeake Employers Insurance Company/IWIF
(410)-494-2305 cdalessandro@ceiwc.com



