
 

© 2013 Keenan & Associates | License No. 0451271 1 Innovative Solutions. Enduring Principles. 

 

 

 
 
 
 

Following are a summary of some of the changes pertaining to public self-insured employers as a result of the 
reform of SB 863. 

SPECIAL AUDITS 

In response to the recent insolvency of a few California public entities, the Office of Self-Insurance Plans 
(OSIP) has announced that it will begin auditing public self-insured employers in 2013. OSIP will be evaluating 
public self-insurers’ annual reports for any under-reserving or over-reserving trends and will begin auditing 
those entities where these trends are evident. Although there have been no changes to the laws regarding audits 
of public entities, OSIP has begun staffing for audits and has indicated that they are prepared to begin as soon 
as possible.  

CALIFORNIA CODE OF REGULATIONS SECTION 3702.6 (b) through (d) – SPECIAL AUDIT OF PUBLIC SELF-
INSURED EMPLOYERS 

(b) Each public self-insurer shall advise its governing board within 90 days after submission of the 
self-insurer’s annual report of the total liabilities reported and whether current funding of those 
workers’ compensation liabilities is in compliance with the requirements of the Government 
Accounting Standards Board Publication No 10. 

(c) The director shall, upon a showing of good cause, order a special audit of any public self-
insured employer to determine the adequacy of estimates of future liability of claims. 

(d) For purposes of this section, “good cause” means that there exist circumstances sufficient to 
raise concerns regarding the adequacy of estimates of future liability of claims to justify a 
special audit.  

ANNUAL REPORTING 

Other changes that will impact public self-insured employers as a result of SB 863 involve changes to the annual 
reporting requirements. 

CALIFORNIA CODE OF REGULATIONS SECTION 3702.2 – ANNUAL REPORTING 

(a) Public self-insured employers shall provide detailed information as the director determines 
necessary to evaluate the costs of administration, workers’ compensation benefit expenditures, 
and solvency and performance of the public self-insured employer workers’ compensation 
programs, on a schedule established by the director. The director may grant deferrals to public 
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self-insured employers that are not yet capable of accurately reporting the information required, 
giving priority to bringing larger programs into compliance with the more detailed reporting.  

 As the annual report for public entities is based on a fiscal year (July 1st through June 30th) and is not 
due until October 1st, these changes in the law did not require emergency regulations. We expect 
draft regulations to be announced shortly. This is something that Keenan is closely monitoring.  

 The Commission on Health and Safety and Workers’ Compensation (CHSWC) will be conducting a 
study on how to deal with solvency issues of public entities and it is expected that they will issue a 
preliminary report by mid 2013, with a final report by December 31, 2013.  

KEENAN COMPLIANCE 

Keenan has always maintained consistency in reserving practices and follows the California Code of Regulations 
15300 for estimating and reporting work injury claims. Our estimates of future liabilities adhere to the principles 
established under the law.  

As a Keenan TPA client, you will be receiving the TPA pages of your public self-insured annual reports after 
August 15, 2013 along with revised instructions outlining the above changes.  

If you have any questions regarding audits or self-insured annual report requirements, please contact Tracy 
Gold at tgold@keenan.com or by phone at (310) 212-0363, ext. 3739. 

 

 

 

 

 

 

 

 

 

Keenan & Associates is not a law firm and no opinion, suggestion, or recommendation of the firm or its employees shall constitute 
legal advice. Clients are advised to consult with their own attorney for a determination of their legal rights, responsibilities and 
liabilities, including the interpretation of any statute or regulation, or its application to the clients’ business activities. 


