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Read the first time January 25, 2007.

            
THE COMMITTEE ON BANKING AND INSURANCE

To whom was referred a Bill (S. 344) to amend Section 38-73-520, Code of Laws of South Carolina, 1976, relating to rate filings required, so as to require workers’ compensation insurers to file, etc., respectfully

REPORT:

That they have duly and carefully considered the same and recommend that the same do pass with amendment:


Amend the bill, as and if amended, page 2, Section 38‑73‑525, SECTION 2, by striking lines 18‑24  and inserting:


/
and any modifications to loss costs.  A copy of the filing must be provided simultaneously to the Consumer Advocate.  The filing must contain, at a minimum, the following information:  commission expense; other acquisition expense; general expense; expenses associated with recoveries from the Second Injury Fund; guaranty fund assessments; other assessments; premium taxes; miscellaneous taxes, licenses, or fees; and provision for profit and contingencies.  Rate filings must be reviewed by an actuary employed or retained by the department who is a member of the American Academy of Actuaries or an associate or fellow of the Casualty Actuarial Society.  Within the thirty‑day period, if the director or his or her designee  /.


Amend further, as and if amended, page 3, after line 43, by adding an appropriately numbered SECTION to read:


/
SECTION ___.
Chapter 38, Title 73 of the 1976 Code is amended by adding:


“Section 38‑73‑526.
The director or his or her designee must issue a report to the General Assembly by the first of January each year that evaluates the state of the workers’ compensation insurance market in this State.  The report must contain an analysis of the availability and affordability of workers’ compensation coverage and document that the department has complied with the provisions of Sections 38‑73‑430 and 38‑73‑525 with regard to both workers’ compensation loss cost filings submitted by an advisory or rating organization and multiplier filings submitted by every insurer writing workers’ compensation insurance.”
/

Renumber sections to conform.


Amend title to conform.

DAVID L. THOMAS for Committee.

            
STATEMENT OF ESTIMATED FISCAL IMPACT
ESTIMATED FISCAL IMPACT ON GENERAL FUND EXPENDITURES:

A Cost to the General Fund (See Below)

ESTIMATED FISCAL IMPACT ON FEDERAL & OTHER FUND EXPENDITURES:

$0 (No additional expenditures or savings are expected)

EXPLANATION OF IMPACT:

Department of Insurance


The department indicates that the bill would require additional General Funds of the State to fund a Rates and Forms Analyst at $55,000 in salary and fringe with experience in workers’ compensation insurance.

Department of Consumer Affairs 


Section 38-73-490 of the S.C. Code of Laws states that a proceeding under this section is considered a proceeding to fix or alter rates for consumer services in relation to the duties of the Division of Consumer Advocacy.  In addition, section 37-6-605 addresses the Department of Consumer Affairs responsibilities with regard to insurance ratemaking.  As such the department indicates there will be an annual cost to the General Fund of the State for one attorney with a salary and employer contributions of $45,000.  Contractual expenses of $30,000 are anticipated for actuarial services to review rate changes.  There will also be a one-time cost to the general fund for furniture and equipment of $3,500.  Therefore, first year costs are estimated at $78,500 while annual costs thereafter are estimated at $75,000.   

Other Agencies


The Workers' Compensation Commission, State Accident Fund, and Second Injury Fund report this bill will have no impact on the General Fund of the State or on federal and/or other funds.


Approved By:

Harry Bell


Office of State Budget

A BILL

TO AMEND SECTION 38-73-520, CODE OF LAWS OF SOUTH CAROLINA, 1976, RELATING TO RATE FILINGS REQUIRED, SO AS TO REQUIRE WORKERS’ COMPENSATION INSURERS TO FILE WITH THE DEPARTMENT OF INSURANCE THEIR LOSS COSTS MULTIPLIERS; TO AMEND THE 1976 CODE BY ADDING SECTION 28-73-525 SO AS TO PROVIDE THE TIME FRAME IN WHICH WORKERS’ COMPENSATION INSURERS MUST FILE THEIR LOSS COSTS MULTIPLIERS AND TO FURTHER PROVIDE THE MINIMUM INFORMATION THAT MUST BE INCLUDED IN THEIR FILINGS; TO AMEND SECTION 38-73-960, RELATING TO EFFECTIVE DATES OF PROPERTY AND CASUALTY RATE FILINGS, SO AS TO EXCLUDE WORKERS’ COMPENSATION LOSS COSTS MULTIPLIERS FROM THOSE PROVISIONS; TO AMEND THE 1976 CODE BY ADDING SECTION 38-73-965 SO AS TO PROVIDE THAT THE EFFECTIVE DATE OF FILINGS FOR WORKERS’ COMPENSATION LOSS COSTS MULTIPLIERS ARE GOVERNED BY SECTION 38-73-525; AND TO AMEND SECTION 38-73-990, RELATING TO THE DISAPPROVAL OF FILINGS, SO AS TO PROVIDE THAT THE DIRECTOR OR HIS OR HER DESIGNEE HAS THE AUTHORITY TO DISAPPROVE ANY WORKERS’ COMPENSATION RATES AT ANY TIME AFTER THEY BECOME EFFECTIVE IF HE OR SHE DETERMINES THE RATES DO NOT MEET THE REQUIREMENTS OF CHAPTER 73 OF TITLE 38.

SECTION
1.
Section 38‑73‑520 of the 1976 Code is amended to read:


“Section 38‑73‑520.
Every insurer shall must file with the department, except as to exempt commercial policies, every manual of classifications, rules, and rates, every rating plan, and every modification of any of these which it proposes to use.  The filing exemption shall not apply to loss cost filings by advisory or rating organizations or to the multiplier for expenses, assessments, profit, and contingencies and any modifications to loss costs used by a workers’ compensation insurer to be applied to approved loss costs to develop the insurer’s rates as provided in Section 38‑73‑525.  Every filing shall must state the proposed effective date and shall indicate the character and extent of the coverage contemplated.” 

SECTION
2.
The 1976 Code is amended by adding:


“Section 38‑73‑525.
At least thirty days prior to using new rates, every insurer writing workers’ compensation must file its multiplier for expenses, assessments, profit, and contingencies and any information relied upon by the insurer to support the multiplier and any modifications to loss costs.  The filing must contain, at a minimum, the following information:  commission expense; other acquisition expense; general expense; expenses associated with recoveries from the Second Injury Fund; guaranty fund assessments; other assessments; premium taxes; miscellaneous taxes, licenses, or fees; and provision for profit and contingencies.  Within the thirty‑day period, if the director or his or her designee believes the information filed is not complete, the director or his or her designee must notify the insurer of additional information to be provided.  Within fifteen days of receipt of the notification, the insurer must provide the requested information or file for a hearing challenging the reasonableness of the director’s or his or her designee’s request.  The burden is on the insurer to justify the denial of the additional information. 
 Unless a hearing has been requested, upon expiration of the thirty‑day period or the fifteen‑day period, whichever is later, the insurer may use the rates developed using the multiplier of expenses, assessments, profit, and contingencies.”

SECTION
3.
Section 38‑73‑960 of the 1976 Code is amended to read: 


“Section 38‑73‑960.
The director or his or her designee shall must  review filings as soon as reasonably possible after they have been made in order to determine whether they meet the requirements of this chapter.  Subject to the exceptions specified in Sections 38‑73‑965, 38‑73‑970, and 38‑73‑980, each filing must be on file for a waiting period of sixty days before it becomes effective.  This period may be extended by the director or his or her designee for an additional period not to exceed sixty days if he or she gives written notice within the waiting period to the insurer or rating organization which made the filing that he or she needs additional time for the consideration of the filing.  Upon written application by the insurer or rating organization, the director or his or her designee may authorize a filing which he or she has reviewed to become effective before the expiration of the waiting period or any extension thereof.  A filing meets the requirements of this chapter unless disapproved by the director or his or her designee within the waiting period or any extension thereof.”

SECTION
4.
The 1976 Code is amended by adding:


“Section 38‑73‑965.
A filing made pursuant to Section 38‑73‑525 is governed by the effective dates specified in that section.”

SECTION
5.
Section 38‑73‑990 of the 1976 Code is amended to read: 


“Section 38‑73‑990.
If Except as provided in Section 38‑73‑995, if within the waiting period or any extension thereof as provided in Section 38‑73‑960 the director or his or her designee finds that a filing or a part of a filing does not meet the requirements of this chapter, he shall or she must send to the insurer or rating organization which made the filing written notice of disapproval of the filing or part of a filing specifying therein in what respects he or she finds the filing or part thereof fails to meet the requirements of this chapter and stating that the filing or the part may not become effective.”

SECTION
6.
The 1976 Code is amended by adding:


“Section 38‑73‑995.
An insurer’s workers’ compensation rates developed using its most recent multiplier for expenses, assessments, profit, and contingencies and any modifications to loss costs may be disapproved at any time after they become effective if the director or his or her designee determines that they do not meet the requirements of this chapter.”
SECTION
7.
This act takes effect upon approval of the Governor.
‑‑‑‑XX‑‑‑‑
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