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TITLE: CONCERNING FUNDING FOR CERTAIN WORKERS' COMPENSATION FUNDS. 

Fiscal Impact Summary FY 2009-2010 FY 2010-2011

State Revenue
Cash Funds

Major Medical Insurance and Subsequent Injury Cash Funds ($33.8 million) ($36.6 million)

State Expenditures See State Expenditures Section

FTE Position Change 0.0 FTE 0.0 FTE

Effective Date:  90 days following the final adjournment of the General Assembly unless a referendum
petition is filed (August 4, 2009, if final adjournment is May 6, 2009).

Appropriation Summary for FY 2009-2010:  None required.

Local Government Impact: None.

Summary of Legislation

This bill eliminates the workers' compensation insurance premium surcharge.  Currently,
surcharge revenue is deposited into the Major Medical Insurance Fund (MMIF) and the Subsequent
Injury Fund (SIF) in the Department of Labor and Employment, Division of Workers' Compensation
to pay medical benefits to persons injured or disabled on the job in specific situations and prior to
specific dates.  The bill requires that the current fund balance in the MMI and SIF be used to pay
benefits until the fund balances are exhausted.  When the funds are exhausted, the bill requires that
benefits be paid out of the General Fund. 

Background

The surcharge is assessed on insurance companies based on the value of premiums received
to fund benefits paid out of the MMIF and SIF.  The current level of the surcharge set by the division
is 2.988 percent and cannot exceed 3.25 percent.  Under current law, the surcharge is required to be
levied until both funds are deemed actuarially sufficient to pay all present and future claims against
either fund.  This is estimated by a private actuary to occur in FY 2012-13, assuming a 3 percent
interest rate and a 10 percent medical inflation rate.  The last year benefits will be paid is expected
to be 2067.
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Subsequent Injury Fund--was established in 1945 to encourage employers to hire persons
with preexisting work-related disabilities, especially veterans who had been seriously injured during
World War II.  The SIF accomplished this by eliminating the liability of a current employer for the
continuing effects of an employee's preexisting work-related injury.  Benefits are not available to
claimants whose injuries occurred after July 1, 1993, and for occupational diseases diagnosed after
April 1, 1994. 

Major Medical Insurance Fund--was established in 1965 to defray employer costs for
medically catastrophic injuries.  The fund covers all employer costs for medical care resulting from
work-related injuries once the total cost has reached $20,000.   The injury must have occurred prior
to July 1, 1981.  Once admitted to the fund, the employer's insurance carrier is no longer responsible
for medical costs, but the carrier remains responsible for any disability benefits or lost wages.

TABOR Emergency Reserve.  A total of $80 million in the MMIF and SIF are currently
designated as the liquid portion of the TABOR emergency reserve.  TABOR requires that at least
3 percent of state fiscal year spending, excluding bonded debt service, be kept in a reserve to be used
only in the event of a state of emergency.  Each year, the General Assembly designates and
prioritizes moneys in a set of cash funds to constitute the reserve.  The current Long Bill designates
up to $64 million in the MMIF as the first source and up to $16 million in the SIF as the second
source of funds to be used in the event of an emergency.  The fiscal note assumes that these
moneys would be expended to pay claims for the MMIF and SIF prior to the use of General
Funds.

State Revenue

State cash funds revenue to the MMIF and SIF is expected to be reduced by a total of
$33.8 million in FY 2009-10 and $36.6 million in FY 2010-11.  Table 1 summarizes current
expectations for reduced revenue as a result of the bill through FY 2013-14.

Table 1.  Reduced Revenue to the Major Medical Insurance and Subsequent Injury Funds
Under SB09-037

Year Surcharge Revenue Interest Earnings Total

FY 2009-10 ($33.3 Million)* ($0.5 Million) ($33.8 Million)

FY 2010-11 (35.0 Million) (1.5 Million) (36.6 Million)

FY 2011-12 (35.8 Million) (2.7 Million) (38.5 Million)

FY 2012-13 (37.5 Million) (3.8 Million) (41.3 Million)

FY 2013-14 (39.2 Million) (5.1 Million) (44.2 Million)

Total (180.8 Million) (13.6 Million) (194.4 Million)

*Represents a partial year impact equal to eleven months of revenue.
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The reduction in revenue will likely cause a reduction in the future calculation of the revenue
that may be retained and spent under the provisions of Referendum C after the five-year timeout
period ends.

State Expenditures

Based on current estimates, if the surcharge is discontinued, the MMIF and SIF balances will
run out in FY 2029-30.  The bill is estimated to require a total of $212.7 million (adjusted for
inflation) in General Fund expenditures between FY 2029-30 and FY 2066-67.  Of this, $196 million
will be required for future medical expense payments on existing claimants and $16.5 million for
administrative expenses.  
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