BEFORE THE DIRECTOR OF THE
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
OF THE STATE OF OREGON

In the Matter of the Amendment of: )
) ) ) SUMMARY OF
OAR 436-070, Workers’ Benefit Fund Assessment ) TESTIMONY AND
) AGENCY RESPONSES

This document summarizes the significant data, views, and arguments contained in the hearing
record. The purpose of this summary is to create a record of the agency’s conclusions about the
major issues raised. Exact copies of the written testimony are attached to this summary.

The proposed amendment to the rules was announced in the Secretary of State’s Oregon Bulletin
dated Sept. 1, 2016. On Sept. 23, 2016, a public rulemaking hearing was held as announced at

3 p.m. in Room 260 of the Labor and Industries Building, 350 Winter Street NE, Salem, Oregon.
Fred Bruyns, from the Workers” Compensation Division, acted as hearing officer. The record
was held open for written comment through Sept. 29, 2016.

No one testified at the public rulemaking hearing, recorded below as Exhibit 3.

Testimony list:

Exhibit | Testifying (or description)

1 Proposed rules, including Notice of Proposed Rulemaking Hearing and
Statement of Need and Fiscal Impact

2 Chris Day, Senior Forecasting Analyst, Central Services Division,
Department of Consumer and Business Services
3 Transcript of public hearing (no testimony given)
Testimony: OAR 436-070-0010 Exhibit 2

“In accordance with the requirements of ORS 656.506, the director must establish the Workers’
Benefit Fund (WBF) assessment rate effective for calendar year 2017 for employers and
workers. * * * | recommend that the WBF assessment rate be reduced to a combined 2.8 cents
per hour for calendar year 2017. The current rate is 3.3 cents per hour.

“* * * DCBS models rates for future years to estimate the future adequacy of the fund. The
multiple-year rate schedule models the continuation of the 2.8 cents-per-hour rate through the
forecast period. Under this rate schedule, the fund balance is projected to increase from $104.9
million at the end of FY 2016 to $131.9 million at the end of FY 2021.

“* * * |n this analysis, the assessment rate needed for revenue to equal expenditures is defined as
the equilibrium rate. * * * this equilibrium rate has been declining. This is due to declining
program expenditures and increasing employment. Under the current set of assumptions, the
equilibrium rate is expected to be 2.8 cents per hour in FY 2017 and 2.7 cents per hour through
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the remainder of the forecast period. * * * Under the current program, the WBF should continue
to see a positive net cash flow in FY 2017 and beyond. * * *”

Response: Because a reduced WBF assessment rate of 2.8 cents per hour is projected to be
sufficient to maintain or increase reserves in the WBF, we agree that the rate should be reduced
to 2.8 cents per hour as recommended.

Dated this 30" day of September, 2016.
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Exhibit
“1”
Proposed Changes —
Workers’ compensation rules governing

Workers’ Benefit Fund assessments

The Workers” Compensation Division proposes changes to OAR 436-070, Workers’ Benefit
Fund Assessment. Please review the attached documents for more information about proposed
changes and possible fiscal impacts.

The department welcomes public comment on proposed changes and has scheduled a public
hearing.

When is the hearing? Sept. 23, 2016, 3 p.m.

Where is the hearing? Labor & Industries Building
350 Winter Street NE, Room 260 (2™ floor)
Salem, Oregon 97301

How can | make a comment?  Come to the hearing and speak, send written comments, or do
both. Send written comments to:
Email — fred.h.bruyns@oregon.gov
Fred Bruyns, rules coordinator
Workers” Compensation Division
350 Winter Street NE (for courier or in-person delivery)
PO Box 14480, Salem, OR 97309-0405
Fax —503-947-7514

The closing date for written comments is Sept. 29, 2016.

How can | get copies of the proposed rules and view testimony?
On the Workers’ Compensation Division’s website —
http://wcd.oregon.gov/laws/Pages/proposed-rules.aspx.

Or call 503-947-7717 to get free paper copies
Questions? Contact Fred Bruyns, 503-947-7717.


http://wcd.oregon.gov/laws/Pages/proposed-rules.aspx
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Secretary of State
y FILED

NOTICE OF PROPOSED RULEMAKING HEARING* 8.15-16 3.41 PM
A Statement of Need and Fiscal Impact accompanies this form ARCHIVES DIVISION
SECRETARY OF STATE
Department of Consumer and Business Services, Workers' Compensation Division 436
Agency and Division Administrative Rules Chapter Number
Fred Bruyns (503) 947-7717
Rules Coordinator Telephone

Department of Consumer and Business Services, Workers' Compensation Division, PO Box 14480, Salem, OR 97309-0405

Address
RULE CAPTION

Workers' compensation rules governing Workers' Benefit Fund assessments

Not more than 15 words that reasonably identifies the subject matter of the agency's intended action.

Hearing Date Time Location Hearings Officer
9-23-16 3:00 p.m. ‘Room 260 (2nd flr) Labor & Industries Bldg, 350 Winter St. NE, Salem, |Fred Bruyns

RULEMAKING ACTION
Secure approval of rule numbers with the Administrative Rules Unit prior to filing.

ADOPT:

AMEND:
OAR 436-070-0003, 436-070-0010

REPEAL:
RENUMBER: Secure approval of new rule numbers with the Administrative Rules Unit prior to filing.

AMEND AND RENUMBER: Secure approval of new rule numbers with the Administrative Rules Unit prior to filing.

Statutory Authority:
ORS 656.726(4); 656.506

Other Authority:

Statutes Implemented:
ORS 656.506

RULE SUMMARY

The public may also listen to the hearing or testify by telephone: Dial-in number is 213-787-0529; Access code is 9221262#.

The agency proposes to amend OAR chapter 436, division 070, "Workers' Benefit Fund Assessment," to:

- Revise the hourly assessment rate that subject employers and any employers electing to provide workers' compensation coverage for their
employees must pay to the Department of Consumer and Business Services for the Workers' Benefit Fund (WBF). The agency will announce
the proposed 2017 WBF assessment rate by mid-September, 2016.

The Agency requests public comment on whether other options should be considered for achieving the rule’s substantive goals while reducing negative
economic impact of the rule on business.

09-29-2016 Close of Business Fred Bruyns fred.h.bruyns@oregon.gov.
Last Day (m/d/yyyy) and Time Rules Coordinator Name Email Address
for public comment

*The Oregon Bulletin is published on the 1st of each month and updates the rule text found in the Oregon Administrative Rules Compilation.



Secretary of State FILED
STATEMENT OF NEED AND FISCAL IMPACT 8.15.16 3-41 PM
A Notice of Pronnsed Rillemakinn Hearinn accomnanies this form ARCHIVES DIVISION
SECRETARY OF STATE

Department of Consumer and Business Services, Workers' Compensation Division 436

Agency and Division Administrative Rules Chapter Number

Workers' compensation rules governing Workers' Benefit Fund assessments

Rule Caption (Not more than 15 words that reasonably identifies the subject matter of the agency's intended action.)
In the Matter of:

The amendment of OAR 436-070, Workers' Benefit Fund Assessment

Statutory Authority:
ORS 656.726(4); 656.506

Other Authority:

Statutes Implemented:
ORS 656.506

Need for the Rule(s):

The Workers' Benefit Fund (WBF) assessment rate has been established through rulemaking, and this rulemaking is needed to revise the
rate. The WBF supports several important programs, including return-to-work incentive programs and a program that provides cost-of-living
increases for some worker benefits. The proposed rule changes are needed to set the assessment rate that will be in effect starting Jan. 1,
2017. The agency will announce the proposed WBF assessment rate by mid-September, 2016.

Documents Relied Upon, and where they are available:
The "Workers' Benefit Fund Assessment Rate Recommendation for CY 2017." This document will be available by mid-September and
subsequently available upon request. Please contact Fred Bruyns, 503-947-7717, fred.h.bruyns@oregon.gov.

Fiscal and Economic Impact:

The agency director is required to maintain sufficient funds in the WBF for not less than six months of projected expenditures. The agency
estimates that the revised assessment rate will be sufficient to maintain at least a six-month fund balance. The agency will announce the
proposed assessment rate by mid-September 2016; fiscal and economic impact information will be available at that time, as well as at the
public rulemaking hearing.

The fiscal impact of the proposed amendment cannot be estimated until it is determined if there will be a proposed change in the WBF
assessment rate. Before recommending the 2017 rate, the agency must analyze additional financial data and review and authorize a
proposed WBF assessment rate. We expect the recommendation for the 2017 WBF assessment rate to be announced by mid-September
2016. At that time we will have the information necessary to estimate the impacts on state agencies, local government, and the public, as well
as to estimate the extent of the impacts. The estimated impacts will be provided at the rulemaking hearing.

Refer to additional economic impacts under "Statement of Cost of Compliance" below.

Statement of Cost of Compliance:
1. Impact on state agencies, units of local government and the public (ORS 183.335(2)(b)(E)):

The agency will announce the proposed 2017 WBF assessment rate by mid-September 2016. At that time we will have the information
necessary to estimate the impacts on state agencies, local government, and the public, as well as to estimate the extent of the impacts. The
estimated impacts will be provided at the rulemaking hearing.

2. Cost of compliance effect on small business (ORS 183.336):
a. Estimate the number of small business and types of businesses and industries with small businesses subject to the rule:
The agency will announce the proposed 2017 WBF assessment rate by mid-September 2016. At that time we will have the information

necessary to estimate the cost of compliance effect on small business. The estimated impact will be provided at the rulemaking hearing.

Oregon employers subject to the WBF assessment number approximately 112,000. At least 90 percent of employers are small businesses (50
or fewer employees).



b. Projected reporting, recordkeeping and other administrative activities required for compliance, including costs of
professional services:
The agency projects a cost for employers to adjust payroll systems to reflect any change, whether an increase or a decrease, in the Workers'
Benefit Fund assessment rate. The agency does not have data it can use to estimate the dollar impact of this adjustment.

c. Equipment, supplies, labor and increased administration required for compliance:
The agency projects no impact on equipment, supplies, labor, or increased administration required for compliance.

How were small businesses involved in the development of this rule?
Small businesses were not involved in the decision to revise the assessment rate. The proposed revision is based on an actuarial analysis of
income to the Workers' Benefit Fund and the statutory requirement under ORS 656.506 to maintain funds sufficient for no less than six-
months of projected expenditures.

Administrative Rule Advisory Committee consulted?: No
If not, why?:
The agency did not consult an advisory committee because the proposed change will be based on an actuarial analysis of income to the
Workers' Benefit Fund and the statutory requirement under ORS 656.506 to maintain funds for no less than six-months of projected
expenditures.

09-29-2016 Close of Business Fred Bruyns fred.h.bruyns@oregon.gov

Last Day (m/d/yyyy) and Time Printed Name Email Address
for public comment

Administrative Rules Unit, Archives Division, Secretary of State, 800 Summer Street NE, Salem, Oregon 97310. ARC 925-2007



ORDER NO. 16-XXX
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
WORKERS’ COMPENSATION DIVISION
Proposed WORKERS’ BENEFIT FUND ASSESSMENT

Proposed OREGON ADMINISTRATIVE RULES
CHAPTER 436, DIVISION 070

436-070-0003  Applicability of Rules

(1) These rules are effective Aprit1,-2043Jan.1, 2017.
(2) These rules govern the Workers” Benefit Fund assessment under ORS 656.506.

(3) These rules apply to all subject employers as defined in ORS 656.005 and any otherwise non-
subject employer who elects coverage pursuant to ORS 656.039.

(4) Applicable to this chapter, the director may, unless otherwise obligated by statute, in the
director’s discretion waive any procedural rules as justice so requires.

Statutory authority: ORS 656.506, 656.726(4)

Statutes implemented: ORS 656.506

Hist: Amended 12/7/12 as WCD Admin. Order 12-063, eff. 4/1/13
Amended xx/xx/xx as WCD Admin. Order 16-XXX, eff. xx/xx/xx

436-070-0010  Assessment Rate: Method and Manner of Determining

(1) All subject employers and any employer electing to provide workers’ compensation coverage for
its employees must pay an assessment rate of 3-3 [See footnote.] cents per hour to the Department of
Consumer and Business Services, under this rule division and ORS 656.506.

(2) Factors considered in developing the rate include, but are not limited to:

(a) The estimated annual fund expenditures and revenues;

(b) The fund balance requirements;

(c) The estimated annual hours worked per employee;

(d) The estimated number of employees covered by workers’ compensation insurance; and

(e) Other records relating to fund expenditures and revenues.

Statutory authority: ORS 656.506, 656.726(4)

Statutes implemented: ORS 656.506

Hist: Amended 12/7/12 as WCD Admin. Order 12-063, eff. 4/1/13
Amended xx/xx/xx as WCD Admin. Order 16-XXX, eff. xx/xx/xx

Footnote: The agency will announce the proposed 2017 WBF assessment rate by mid-September 2016.

Page 1 of 1
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MEMORANDUM

September 6, 2016

To: Patrick Allen, Director, DCBS
Jean Straight, Deputy Director, DCBS
Carolina Marquette, Financial Services Manager, DCBS
Louis Savage, Administrator, Workers’ Compensation Division, DCBS

From: Chris Day, Senior Forecasting Analyst, Central Services Division, DCBS

Subject:  Workers' Benefit Fund Assessment Rate Recommendation for CY 2017

Issue

In accordance with the requirements of ORS 656.506, the director must establish the Workers’
Benefit Fund (WBF) assessment rate effective for calendar year 2017 for employers and
workers.

WBF Assessment CY 2017 Rate Recommendation

| recommend that the WBF assessment rate be reduced to a combined 2.8 cents per hour for
calendar year 2017. The current rate is 3.3 cents per hour.

Multiple-Year Rate Schedule for Planning Purposes

DCBS models rates for future years to estimate the future adequacy of the fund. The multiple-
year rate schedule models the continuation of the 2.8 cents-per-hour rate through the forecast
period. Under this rate schedule, the fund balance is projected to increase from $104.9 million at
the end of FY 2016 to $131.9 million at the end of FY 2021.

Table 1 displays the forecast outcomes of lowering the assessment rate to 2.8 cents per hour
effective January 1, 2017 and retaining that rate.

Table 1 — WBF Financial Outcomes

Lt ettt ettt ittt Projected---
2013-2015 biennium 2015-2017 biennium 2017-2019 biennium 2019-2021 biennium
FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Ending Fund Balance $81,023,380  $89,998,419 | $104,938,341 $115,374,032 [$117,635,286 $121,592,723 |$126,393,081 $131,926,540
Coverage Ratio 3.49 3.83 4.54 5.41 5.46 5.60 5.79 6.01
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WBF Assessment Summary

Effective April 1, 2013, the department raised the WBF assessment rate from 2.8 cents per hour
to 3.3 cents per hour. Also, the Workers” Compensation Division reduced the Employer-at-Injury
wage subsidy from 50 percent to 45 percent of wages for programs starting after July 1, 2013.
The department’s administrative costs were also reduced. The purpose of these changes was to
stabilize the WBF fund balance. This was accomplished, and the fund balance has grown by
$23.9 million over the past two fiscal years. We do not expect expenditures to increase
significantly in the future, so a rate reduction is reasonable.

Modeled WBF rates, CY 2004-2021
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Forecast assumptions
The primary revenue, expenditure, and transfer assumptions used in this analysis are described
below.

Revenue assumptions:
1. Assumes a lowering of the WBF rate to 2.8 cents per hour effective January 1, 2017.

2. Includes actual revenue data from DCBS quarterly financial statements through June
2016.

3. Includes an updated employment forecast from the June 2016 Office of Economic
Analysis (OEA) forecast.

4. Includes an updated estimate of the average annual number of hours worked. This is
taken from the 2014 Bureau of Labor Statistics Survey of Occupational Injuries and
IlInesses.

5. Includes updated estimates of the recoveries for the Non-Complying Employer Program.

6. Includes estimates of investment income based on the latest information from the State
Treasurer’s Office.

Expenditure and transfer assumptions:
1. Includes actual expenditure and transfer data from the DCBS quarterly financial
statements through June 2016.

Page 2



2. Includes updated forecasts of all WBF program expenditures based on the June 2016
OEA forecasts. The two largest expenditures for the WBF are briefly described below.

WBF Program Expenditures

2013-2015 2015-2017 2017-2019 2019-2021
FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Expenditures:

Workers with Disability Program 347,136 322,935 321,015 232,244 190,914 152,250 116,003 81,952

Reemp. Assistance Prog., exc. OIOHS 28,971,637 27,938,251 26,507,144 | 28,154,795 30,148,565 31,965,040 33,528,816 35,008,366

Reopened Claims Program 4,061,153 3,777,357 3,808,966 4,452,434 4,554,962 4,779,322 5,055,581 5,330,532

Retroactive Program 45,051,343 42,652,573 41,411,679 | 40,440,923 38,987,221 37,555,394 36,148,398 34,770,515

SB 485 Multiple Wage Jobs 1,051,587 901,658 869,791 958,826 958,826 958,826 958,826 958,826

SB 1558 Claim Payments 112,193 4,654,977 1,960,201 1,406,000 1,279,892 1,073,828 905,988 769,281
Total WBF Program Expenditures 79,595,049 80,247,751 74,878,796 | 75,645,222 76,120,380 76,484,659 76,713,612 76,919,473

a. The Retroactive Program pays benefit increases to workers and their beneficiaries
for benefit levels that are lower than current levels. Few new claims are entering
the program. As a result, the number of claimants declines each year. The average
payment generally increases over time with changes in the statewide average
weekly wage. Future expenditures are estimated by forecasting the decline in the
number of claims for which there will be reimbursement and the increase in
average payments. These forecasts indicate that expenditures should continue to
decline.

b. The Reemployment Assistance Program provides incentives for returning injured
workers to jobs. The major programs are the Employer-at-Injury Program (EAIP)
and the Preferred Worker Program (PWP); there are also several smaller programs.
In FY 2016, the program’s expenditures were 35 percent of the WBF program
expenditures. Although these expenditures have declined the past two years, they
are expected to increase by about 6 percent per year through the end of the forecast
period.

3. Includes planned WBF administrative expenditure projections for the 2015-17 biennium
and beyond.

4. Includes projected payments to the Oregon Institute of Occupational Health Sciences
(OIOHS) of $1.9 million per year in FY 2017; the amounts are expected to increase about
2.0 percent per year.

5. Includes payments to the Employment Department and Department of Revenue of about
$579,000 per year to cover the costs of collecting the WBF assessment.

6. Includes payments to the Bureau of Labor and Industries (BOLI) for enforcement of
discrimination laws. The amounts are forecast to increase 6.0 percent each biennium.

7. Includes updated estimates of the transfers from the Premium Assessment Operating
Account (PAOA) for the Non-Complying Employer Program expenditures.

8. Includes estimates of the payments from the WBF for claims costs of the three self-
insurer groups that have dissolved under the provisions of SB 1558, passed during the
2014 legislative session.

In this analysis, the assessment rate needed for revenue to equal expenditures is defined as the
equilibrium rate. The following figure shows that this equilibrium rate has been declining. This is
due to declining program expenditures and increasing employment. Under the current set of
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assumptions, the equilibrium rate is expected to be 2.8 cents per hour in FY 2017 and 2.7 cents
per hour through the remainder of the forecast period.

WBF equilibrium rates, FY 2006-2016,
with FY 2017-2021 forecast
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At the end of FY 2016, the WBF had a fund balance of $104.9 million and a coverage ratio of
4.54 quarters. The fund balance has grown by $23.9 million over last two fiscal years. Under the
current program, the WBF should continue to see a positive net cash flow in FY 2017 and
beyond.

cc: Michael Wood David Waki Sally Coen Fred Bruyns
Aaron Corvin Theresa Van Winkle  Nancy Boysen Gary Helmer
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Appendix 1

WORKERS' BENEFIT FUND
REVENUES, EXPENSES, AND FUND BALANCES
FISCAL YEARS 1995-2021; ACTUAL DATA THROUGH 6/30/2016
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Period Investment income Total revenue Total expenses Expenses Chargeback Excess (deficity ~ Ending fund balance Covwerage ratio

FY 2005 $7,395,935 $98,262,147 $109,470,939 $107,292,057 $2,178,882 ($11,208,792) $160,379,467 9.08
FY 2006 $8,744,323 $101,619,776 $93,087,288 $90,898,071 $2,189,217 $8,532,488 $168,911,955 7.65
FY 2007 $8,904,681 $95,930,308 $96,186,812 $94,168,109 $2,018,703 ($256,504) $168,655,451 7.78
FY 2008 $8,748,531 $91,302,624 $95,834,829 $94,768,096 $1,066,733 ($4,532,205) $164,123,246 7.07
FY 2009 $6,404,132 $85,053,542 $100,525,073 $99,343,809 $1,181,264 ($15,471,531) $148,651,715 6.78
FY 2010 $5,559,124 $78,667,893 $98,423,954 $96,912,512 $1,511,442 ($19,756,061) $128,895,654 5.62
FY 2011 $5,059,586 $78,166,357 $94,736,371 $93,476,932 $1,259,439 ($16,570,014) $112,325,641 4.94
FY 2012 ($887,612) $75,153,191 $96,263,525 $94,833,505 $1,430,020 ($21,110,334) $91,215,308 3.85
FY 2013 $2,118,589 $80,006,919 $94,207,500 $92,796,103 $1,411,397 ($14,200,581) $77,014,727 3.33
FY 2014 $2,321,274 $95,657,505 $91,648,852 $90,221,629 $1,427,223 $4,008,653 $81,023,380 3.49
FY 2015 $1,980,827 $101,931,605 $92,956,565 $91,666,797 $1,289,768 $8,975,040 $89,998,419 3.83
09/30/15 628,011 25,108,950 21,465,163 21,141,079 324,084 3,643,787 93,642,206 4.48
12/31/15 270,768 25,053,084 21,914,841 21,427,654 487,187 3,138,243 96,780,449 4.50
03/31/16 483,887 26,886,720 20,666,207 20,215,000 451,207 6,220,513 103,000,962 5.15
06/30/16 303,570 25,040,696 23,103,317 22,209,293 894,024 1,937,379 104,938,341 4.54
FY 2016 $1,686,236 $102,089,450 $87,149,528 $84,993,026 $2,156,502 $14,939,922 $104,938,341 4.54
09/30/16 455,727 25,572,307 23,048,594 22,632,599 415,995 2,523,713 107,462,054 4.62
12/31/16 341,575 25,645,199 22,234,784 21,818,790 415,995 3,410,415 110,872,469 5.11
03/31/17 500,191 25,994,674 21,852,169 21,436,175 415,995 4,142,504 115,014,973 5.40
06/30/17 385,807 22,269,263 21,910,204 21,494,209 415,995 359,059 115,374,032 5.41
FY 2017 $1,683,299 $99,481,443 $89,045,752 $87,381,772 $1,663,979 $10,435,691 $115,374,032 5.41
09/30/17 573,813 22,624,422 22,422,682 21,996,561 426,121 201,740 115,575,772 5.29
12/31/17 459,032 22,654,207 22,451,240 22,025,119 426,121 202,967 115,778,739 5.28
03/31/18 723,250 23,055,747 22,074,441 21,648,320 426,121 981,307 116,760,045 5.43
06/30/18 552,585 22,996,483 22,121,243 21,695,122 426,121 875,241 117,635,286 5.46
FY 2018 $2,308,680 $91,330,859 $89,069,605 $87,365,122 $1,704,483 $2,261,254 $117,635,286 5.46
09/30/18 814,997 23,348,295 22,559,006 22,120,785 438,222 789,289 118,424,574 5.39
12/31/18 666,814 23,272,475 22,588,635 22,150,414 438,222 683,839 119,108,414 5.41
03/31/19 889,244 23,548,612 22,268,275 21,830,054 438,222 1,280,337 120,388,751 5.55
06/30/19 812,896 23,520,393 22,316,421 21,878,200 438,222 1,203,972 121,592,723 5.60
FY 2019 $3,183,951 $93,689,775 $89,732,338 $87,979,452 $1,752,886 $3,957,437 $121,592,723 5.60
09/30/19 935,789 23,709,719 22,718,973 22,259,671 459,301 990,746 122,583,469 5.54
12/31/19 892,999 23,728,878 22,750,474 22,291,173 459,301 978,404 123,561,873 5.57
03/31/20 961,833 23,859,242 22,406,038 21,946,737 459,301 1,453,204 125,015,077 5.74
06/30/20 907,915 23,833,882 22,455,879 21,996,578 459,301 1,378,003 126,393,080 5.79
FY 2020 $3,698,537 $95,131,721 $90,331,364 $88,494,159 $1,837,205 $4,800,358 $126,393,080 5.79
09/30/20 1,061,930 24,079,348 22,813,528 22,340,554 472,974 1,265,820 127,658,900 5.75
12/31/20 990,666 24,045,878 22,846,188 22,373,214 472,974 1,199,689 128,858,589 5.79
03/31/21 995,556 24,074,685 22,540,762 22,067,787 472,974 1,533,923 130,392,513 5.95
06/30/21 1,017,800 24,126,437 22,592,410 22,119,436 472,974 1,534,028 131,926,540 6.01
FY 2021 $4,065,953 $96,326,347 $90,792,887 $88,900,991 $1,891,896 $5,533,460 $131,926,540 6.01
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Appendix 2
WBF revenue, expenditures and transfers
FY 2014 - 2021; actual data through 6/30/2016
With 2.8 cents-per-hour rate effective 1/1/2017

Biennium 2013-2015 2015-2017 2017-2019 2019-2021

FY FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Revenue:

Assessments * 87,336,237 90,498,133 94,692,136 92,625,138 83,789,030 85,211,727 86,077,325 86,841,946

Investment Income 2,321,274 1,980,827 1,686,236 1,683,299 2,308,680 3,183,951 3,698,537 4,065,953

Fines and Penalties 775,463 603,347 758,979 451,713 451,713 451,713 451,713 451,713

Other Income 2 305,120 4,347,518 510,536 222,476 222,476 222,476 222,476 222,476

Non-Complying Employer Program N 4,919,411 4,501,780 4,441,563 4,498,817 4,558,961 4,619,909 4,681,672 4,744,261
Total  $95,657,505  $101,931,605 $102,089,450 $99,481,443 $91,330,859 $93,689,775 $95,131,721 $96,326,347

Expenditures:

Workers with Disability Program 347,136 322,935 321,015 232,244 190,914 152,250 116,003 81,952

Non-Complying Employer Program 5,165,812 4,225,665 4,072,868 4,125,369 4,180,521 4,236,409 4,293,045 4,350,439

Reemployment Assistance Program 4 30,617,582 29,639,214 28,288,916 30,030,136 32,076,892 33,925,123 35,508,220 37,004,838

Reopened Claims Program 4,061,153 3,777,357 3,808,966 4,452,434 4,554,962 4,779,322 5,055,581 5,330,532

Retroactive Program 45,051,343 42,652,573 41,411,679 40,440,923 38,987,221 37,555,394 36,148,398 34,770,515

SB 485 Multiple Wage Jobs 1,051,587 901,658 869,791 958,826 958,826 958,826 958,826 958,826

SB 1558 Claim Payments 112,193 4,654,977 1,960,201 1,406,000 1,279,892 1,073,828 905,988 769,281

Shared Senvices Chargeback ° 1,427,223 1,289,768 2,156,502 1,663,979 1,704,483 1,752,886 1,837,205 1,891,896

Collection Cost Expenditures 0 655,671 585,179 632,993 579,126 579,126 579,126 579,126 579,126

WCD-WBF Administrative Cost 1! 2,225,828 2,414,002 2,630,679 2,337,673 2,402,449 2,502,155 2,616,162 2,693,097

Workers Comp Assessment Unit Cost 2 838,301 822,542 20,308 961,758 988,407 1,029,428 1,076,333 1,107,985

IWO-WBF Administrative Cost % 52,724 54,080 56,688 54,422 55,929 58,251 60,905 62,696

WCB-WBF Administrative Cost 323,402 329,935 349,060 343,829 353,356 368,021 384,790 396,105
Total  $91,929,955 $91,669,885 $86,579,666 $87,586,718 $88,312,978 $88,971,020 $89,540,581 $89,997,288

Transfers:

NCE/Rehab ° 664,047 (903,765) (183,815) (1,076,563) (350,864) (355,555) (360,309) (365,125)

Bureau of Labor and Industries °® (382,471) (382,472) (382,471) (382,471) (405,763) (405,763) (430,474) (430,474)

Transfer Out - Other ’ (473) (443) (3,576) 0 0 0 0 0
Total $281,103 ($1,286,680) ($569,862) ($1,459,034) ($756,627) ($761,318) ($790,782) ($795,599)

Net Cash Flow 4,008,653 8,975,040 14,939,922 10,435,691 2,261,254 3,957,437 4,800,358 5,533,460

Ending Fund Balance 81,023,380 89,998,419 104,938,341 115,374,032 117,635,286 121,592,723 126,393,081 131,926,540

Balance Coverage Ratio ® 3.49 3.83 4.54 5.41 5.46 5.60 5.79 6.01

All figures are actual through quarter ending 6/30/2016.

1. Assessment forecasts are based on a WBF assessment rate of 3.3 cents effective April 1, 2013 and 2.8 cents effective January 1, 2017.

2. Estimates are based on an average of the past several years of actual collections. The large amount of 'Other Income' in 2015 was due to large reimbursments

by some decertified Self-Insured Groups under the provisions of SB 1558.

3. Non-Complying Employer Program revenues includes NCE recoveries, NCE fines and penalties, and NCE interest.

4. Planned OHSU expenditures are equal to 1/16 cent per worker per hour and are included with total Reemployment expenditures.

5. Net NCE/Rehab expenditures are transferred from the Premium Assessment Operating Account.

6. The 2015-17 transfer to BOLI is from the 2015-17 Legislatively Adopted Budget and is for enforcement of Oregon discrimination laws. In subsequent years,

the transfer amounts are increased by the estimated average annual increase in overall DCBS expenditures.

7. Actual adjustments from DCBS quarterly financial statements.

8. Balance Cowerage Ratio excludes expenditures and transfers associated with the NCE/Rehab programs.

9. Chargeback reflects Shared senice chargeback expenses.

10. Payments to Department of Revenue and Employment Department for costs related to WBF revenue collections by these agencies.

11. Expenditure for WCD administrative costs related to the WBF.

12. Expenditure for the Workers' Compensation Assessment Unit.

13. Expenditure for Injured Worker Ombudsman administrative costs related to the WBF.

14. Expenditure for Workers' Compensation Board administrative costs related to the WBF.

Column detail may not add to totals due to rounding.

Source: Central Senices Division, Department of Consumer and Business Senices. 09/06/16
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BEFORE THE DIRECTOR OF THE
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
OF THE STATE OF OREGON

PUBLIC RULEMAKING HEARING

Exhibit
“3”

In the Matter of the Amendment of OAR:

436-070, Workers’ Benefit Fund Assessment TESTIMONY

)
) TRANSCRIPT OF
)
)

The proposed amendment to the rules was announced in the Secretary of State’s Oregon Bulletin
dated Sept. 1, 2016. On Sept. 23, 2016, a public rulemaking hearing was held as announced at

3 p.m. in Room 260 of the Labor and Industries Building, 350 Winter Street NE, Salem, Oregon.
Fred Bruyns, from the Workers’ Compensation Division, acted as hearing officer. The record
will be held open for written comment through Sept. 29, 2016.

INDEX OF WITNESSES
Witnesses Page

INO TESTIMIONY ...ttt bbb bbbt bbbt b e et e bbb bbbt et e e e ens NA

TRANSCRIPT OF PROCEEDINGS

No one from the public attended the public hearing.


Bruynsfh
Stamp
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