
 

 
 
 
 
Support S.B. 1181 (Guaranty Fund) 

 
S.B. 1181 as amended represents an industry consensus and reflects national best practices to 
handle claims against insolvent workers compensation carriers. It protects workers in a cost 
effective manner. Currently in Arizona, only workers compensation carriers are not covered by 
the Guaranty Fund.  S.B. 1181 will ensure that workers compensation insurers are treated like 
other insurance carriers through a Guaranty Fund.  In preparation for S.B. 1181, the Legislature 
passed S.B. 1310 which required the Industrial Commission to conduct an actuarial analysis of 
the revenues and liabilities with in Industrial Commission’s Special Fund.  S.B. 1181 utilized this 
analysis transfer the appropriate level of funds to the Guaranty Fund to ensure proper claims 
administration.  
 
Key Provisions of the S.B. 1181: 
 
S.B. 1181 Has Industry Support: The legislation is supported by the Property Casualty 
Association of America, CopperPoint Mutual, Arizona Chamber of Commerce, Greater Phoenix 
Chamber of Commerce and the American Insurance Association.    

 
S.B. 1181 Moves Claims Administration to Agency with a Proven Track Record of Properly 
Administering Claims: S.B. 1181 transfers insolvent workers' compensation insurance carrier 
administration from the Industrial Commission to the Guaranty Fund managed by the 
Department of Insurance. The Guaranty Fund is the state agency with extensive experience and 
is dedicated to the task of administering insolvent carrier claim payments.  Arizona’s Guaranty 
Fund has worked well for many years in addressing insurance company insolvencies in every 
area except for the workers compensation.   

 
S.B. 1181 Will Improve the Competiveness of the Arizona’s Workers Compensation Market: 
By using a trusted and cost-effective system to administer claims, S.B. 1181 will reduce the 
overly burdensome deposit requirements of the Industrial Commission and reduce the 
premium tax costs for insurers.   Currently48states administer workers compensation insolvent 
carrier claims through a Guaranty Fund.  The employer community supports S.B. 1181 because 
they realize it will have a positive impact on the premiums and creates a more efficient system 
to resolve claims.  
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Transfers $222,848,153 in funds from ICA to the Guaranty Fund Workers’ Compensation 
Account.  This is the amount identified by Industrial Commission as carrier supported funds 
allocated to insolvent carrier liability.  The transfer amount is based onan actuarial analysis 
required by SB 1310 pass in the 2013 Session.  These funds represent the assessments and 
taxes levied against workers' compensation insurance carriers doing business in Arizona, as well 
as recoveries from statutory deposits and liquidation of estates. 
 
S.B. 1181 Improves Transparency: The transfer to the Guaranty Fund will bring greater 
transparency in workers' compensation insolvent carrier claim payments and funding.  The bill 
is expected to decrease costs associated with insolvent workers’ compensation claims, resulting 
in savings that will be passed on to Arizona businesses through lower premiums.  The current 
system makes it difficult for taxpayers to understand the relationship between the amount of 
taxes paid to the Industrial Commission and the payments to injured workers.   

 
S.B. 1181 Will Not Reduce the Ability of Injured Workers to be Compensated for the Injuries: 
S.B. 1181 uses a tested model that has been used both nationally and within the Arizona to 
administer claims.  Nothing in S.B. 1181 will eliminate the rights of injured workers to recover 
from the fund. The bill merely sets up a more efficient and transparent mechanism to pay 
claims from insolvent carriers.   
 
S.B. 1181 Ensures the Premium Taxes are Used for their Intended Purpose:  S.B. 1181 reduces 
the ICA’s taxing authority from 2.5% to 1.5% because the ICA is no longer responsible for 
administering insolvent carrier claims. The Guaranty Fund now has the appropriate authority to 
raise revenues to cover insolvent carrier claims.  The 1.5% premium tax authority retained by 
the ICA is adequate revenue for the ICA to meets its other regulatory and administrative 
obligations. 
 


