Florida Workers'
Compensation

AR 2000

Section A

Assessments and Funding

TheDivisonof Workers Compensation man-
agestwotrust funds: the Workers Compensation Ad-
minigration Trust Fund (WCATF) and the Specid Dis-
ability Trust Fund (SDTF). Both fundsare supported
by annual assessments against workers' compensa
tioninsurance premiums, actua or estimated. For in-
surance companies, sdf-insurancefunds, the Joint Un-
derwriting Association, and assessable mutual insur-
ance companies, assessmentsare based on actud pre-
miums; for self-insured employers, assessmentsare
calculated on the premium for comparable coverage
fromcommercid insurers.

Workers’ Compensation Adminis-
tration Trust Fund (WCATF)

Prior totheimplementation of Sgnificant satu-
tory changes passed by the 2000 Florida L egidature,
theDivisonof Workers Compensation, inaccordance
withsection440.51, F. S, determined thefunding level
for afiscd year based upon theadministrative expenses
for the previousfiscal year. Assessmentswere calcu-
lated by prorating thesetotal expensesamong insur-
ance companies, self-insurance funds, assessable
mutuals, theWorkers Compensation (WC) Joint Un-
derwriting Association, and self-insurers. Theassess-
ment wasidentified asapercentage of net premiums
collected or net premiumscal culated for self-insurers,
not to exceed 4%.

For fiscal year 2000, the assessment rate was
3.48%, a.73 percentage-point increasefromthe pre-
viousyear's2.75%. TableA1.1showstheassess-
ment rates and revenues collected for the WCATF,

by fiscal year, since 1986. Theelevated assessment
ratefor fiscal year 2000 increased revenuesby amost
$21 million (25.1%) from 1999 levels, resultinginthe
highest revenuesover the 15-year period: $103.7 mil-
lion.

The passage of Senate Bill 2532 onthelast
day of the 2000 |egidative session substantially modi-
fied the cal culation of funding for the WCATF. By
July 1 of each year, thedivisionisrequired to notify
carriersand self-insurers of the assessment ratefor
the next calendar year. Assessmentsare based on
the anticipated expenses of administering thework-
ers compensation statute during that calendar year.
Theprorating of expensesamong insurersremainsun-
changed.

Notably, Senate Bill 2532 achieved impor-
tant equity goals relative to assessments for the
WCATF andthe Specid Disability Trust Fund (SDTF),
whichisdescribed below. By clarifyingthedefinition
of “net premium,” thebill removed long-standing con-
fusion surrounding that term and hel ped to ensure
greater uniformity throughout theindustry of the pre-
mium base used to figure assessmentsfor both trust
funds. Thehill dso closedthelargedeductible policy
loopholefor the WCATF created when many former
self-insured employers purchased large deductible
commercial policies, thereby exempting all of their
deductible premium dollarsfrom assessment by the
divison. Beginning July 1, 2001, al largedeductible
policyholders must pay on the deductible amount of
thepolicy aswell asthe nondeductibleamount. The
expanded premium base resulting from the greater
equity of assessmentswill allow areductionin assess-
ment rates acrossthe board, benefiting the vast ma-
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[ Table ALL ]

Workers’ Compensation Administration Trust Fund
Assessment Rates and Total Revenues
(Fiscal Years 1986-2000)

Fiscal Year Assessment Rate Revenues
1986 2.40% $34,631,839
1987 2.00% $34,918,694
1988 1.40% $35,867,800
1989 1.40% $37,322,264
1990 1.40% $43,556,000
1991 1.60% $55,000,000
1992 1.50% $53,000,000
1993 1.40% $51,000,000
194 1.66% $62,017,600
1995 3.2% $93,436,220
1996 3.15% $98,710,066
1997 2.50% $90,165,687
1998 2.40% $92,485,615
1999 2.75% $82,953,596
2000 3.48% $103,738,676

Source: Division of Workers' Compensation, Bureau of Operations Support

E:Ifigure A@j

Workers’ Compensation Administration Trust Fund
Revenue Sources and Disbursements*
(Fiscal Year 2000)

Interest/Licenses/Permits
/Other ($3.2 M)
3.1%

Fees, Charges ($4 M)
3.9%

Salaries and Other Personnel
($25.3 M)
30.1%

Service Charges ($6.9 M)
Data Processing/Other 8.3%

Expenses ($9.6 M)
11.5%

Assesaments ($96.5 M)
93.1%

Supplemental Permanent
Total Benefits ($20.8 M)
24.7%

Transfers Out ($21.3 M)
25.4%

*Percentages may not equal 100 due to rounding.
Source: Division of Workers Compensation, Bureau of Operations Support
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jority of Floridaemployerswho purchase workers
compensation insurance. SB 2532 inscribesthean-
ticipated savingsinto law with the statutory assess-
ment cap onthe WCATF lowered from 4%10 2.75%,
effective January 1, 2001.

Revenuesderived from assessmentsare used
to cover expensesfor the Division of Workers Com-
pensation (administrativeand Permanent Totd supple-
menta benefit payments), the Office of Judgesof Com-
pensation Claims, aportion of the Agency for Health
Care Administration, and asmall portion of the De-
partment of Insurance's Bureau of Workers' Com-
pensation Fraud and the Workers Compensation In-
surance Purchasing Alliance. FigureAl.1illustrates
the breakout of revenue sources and disbursements
for fiscal year 2000.

The Special Disability Trust Fund
(SDTF)

Annual assessmentsfor the SDTF are used
primarily to providereimbursement to self-insurersand
carriers for costs generated whenever a covered
worker with apreviousimpairment sustainsasecond
work-related injury, whileasmall portion of the as-
sessmentsfund administrative operationsin thedivi-
sion required to make the reimbursements. Having
been prospectively abolished by the Legidature, the
SDTF does not accept new claimsfor injuries sus-
tained after December 31, 1997.

Asdictated by section 440.49, F. S., thean-
nual assessmentsare ca cul ated to produce an amount
during theensuing fiscd year that, when combined with
any fund balancein excess of $100,000 on June 30 of
thecurrent fiscd year, isequal totheaverageof:

a. the sum of disbursementsfrom the fund
during the previousthree calendar years, and

b. two timesthe disbursements of the most
recent calendar year.

A 1993 SDTF audit conducted by the Auditor Gen-
eral determined the‘ balanceinthefund’ should be
defined asthe cash balancelessany approved liabili-
tiesrather than the smple cash balance used to cal cu-
late assessment ratesin prior years. Thedetermina
tion hashad anegligible effect onthe assessment rate
for thefund, sincelegidation hascapped the SDTF
assessment rate at 4.52% since 1995.

Asinthe WCATF, theassessment rateispro-
rated among insurance companies, self-insurance
funds, the Joint Underwriting Association, assessable
mutuals, and self-insurers. The assessmentsare ex-
pressed as a percentage of net premiumswritten or
net premiums cal culated for self-insurers. Although
the statutory cap remainsat 4.52% foll owing recent
legidation, large deductible policyholdersmay con-
tinueto avoid assessmentson the deductible portion
of the policy for purposesof assessment for the SDTF.

The assessment rates and revenues for the
SDTFsince1986 arelistedin TableAl1.2. Notethat
total revenuesfor fiscal year 2000 roseby dmost $5.7
million (4.3%) despitetheunchanged assessment rate.
Breakoutsof fund revenuesand disbursementsduring
fiscal year 2000 aredisplayed in Figure A1.2. Itis
ingtructiveto notethat nearly nineof every tendollars
expended fromthefund (89.7%) went to reimburse-
mentsfor carriersand self-insurers.
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Special Disability Trust Fund
Assessment Rates and Total Revenues
(Fiscal Years 1986-2000)

Fiscal Year Assessment Rate Revenues
1986 2.15% $31,185,050
1987 2.15% $35,564,193
1988 1.30% $32,347,672
1989 1.20% $32,167,773
1990 2.00% $48,403,436
1991 2.00% $76,663,778
1992 2.14% $70,708,906
1993 2.72% $95,946,973
1994 3.36% $115,380,449
1995 4.52% $166,827,717
1996 4.52% $172,868,903
1997 4.52% $139,176,056
1998 4.52% $140,898,077
1999 4.52% $132,339,956
2000 4.52% $138,006,002

Source: Division of Workers' Compensation, Bureau of Operations Support

(Figure AL.2)

Special Disability Trust Fund
Revenue Sources and Disbursements*

(Fiscal Year 2000)
Expenses/Other ($1.6 M)
Interest ($1.5 M) Filing Fees/Other ($1.2 M) 13%  Saary and Other Personnel
1.1% 0.9% Service Charges ($10 M) ($1.3M)

8.0% 11%

Assesaments ($135.3 M)

98.1% Reimbursements ($111.8)
89.7%

*Percentages may not equal 100 due to rounding.
Source: Division of Workers' Compensation, Bureau of Operations Support
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