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Acronyms 

APA  The Administrative Procedure Act 

HB   House Bill 

L&I  Washington State Department of Labor & Industries 

SHB  Substitute House Bill 

RCW  Revised Code of Washington  

WAC  Washington Administrative Code 
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Chapter 1: Requirements of the Administrative Procedure Act (APA) 

The Administrative Procedure Act (APA; Chapter 34.05 RCW) requires that, before adopting a 

significant legislative rule, the Department of Labor & Industries (L&I) must analyze the probable 

costs and benefits of the rule, and determine that the benefits are greater than its costs, taking into 

account both the qualitative and quantitative benefits and costs. [RCW 34.05.328(1)(d)]  

RCW 34.05.328(5)(c)(iii) defines a "significant legislative rule" as a rule, other than a procedural 

or interpretive rule, that: 

• Adopts substantive provisions of law pursuant to delegated legislative authority, the 

violation of which subjects a violator of such rule to a penalty or sanction; 

• Establishes, alters, or revokes any qualification or standard for the issuance, suspension, 

or revocation of a license or permit; or 

• Adopts a new, or makes significant amendments to, a policy or regulatory program. 

Under certain circumstances, a rule or rule component is exempt from this requirement. These 

exemption criteria are listed in RCW 34.05.328(5)(b) including: 

• Emergency rules adopted under RCW 34.05.350;  

• Rules relating only to internal governmental operations that are not subject to violation by 

a nongovernment party; 

• Rules adopting or incorporating by reference without material change federal statutes or 

regulations, Washington state statutes, rules of other Washington state agencies, shoreline 

master programs other than those programs governing shorelines of statewide 

significance, or, as referenced by Washington state law, national consensus codes that 

generally establish industry standards, if the material adopted or incorporated regulates the 

same subject matter and conduct as the adopting or incorporating rule; 

• Rules that only correct typographical errors, make address or name changes, or clarify 

language of a rule without changing its effect; 

• Rules the content of which is explicitly and specifically dictated by statute; 
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• Rules that set or adjust fees under the authority of RCW 19.02.075 or that set or adjust 

fees or rates pursuant to legislative standards, including fees set or adjusted under the 

authority of RCW 19.80.045. 

This cost-benefit analysis has been prepared in compliance with the APA for the rule amendments 

to Chapter 296-15 WAC that do not fall under these exemptions. 

 
Chapter 2: Background and Description of the Adopted Rules 

In 2023, the legislature passed Substitute House Bill 1521, establishing a duty of good faith and 

fair dealing for certain self-insured employers, which included municipal and group employers. 

If a municipal or group self-insured employer accrues three violations within a three-year period, 

the law says they shall be decertified. 

While implementing this law, questions arose about how an employer’s claims would be handled 

if they were decertified in that manner. L&I determined that it would only make sense to take 

over the administration of those claims, in the same way as if the employer had defaulted. Since 

municipal and group self-insurers are not required to provide surety nor pay into the insolvency 

trust fund, this presented a funding issue if this situation ever occurred. 

To cover this gap, L&I proposed legislation in 2025, which passed as House Bill 1275 

(HB1275). This created RCW 51.14.500 that ensures decertified self-insurers remain liable for 

their self-insured claims and reimburse L&I for all payments made. It also directed L&I to adopt 

rules regarding continuing obligations of decertified self-insured employers and methods of how 

the self-insured employer shall meet financial obligations.  

L&I is adopting rules to implement RCW 51.14.500 (HB1275), regarding the continuing 

obligations of decertified municipal and group self-insured employers and methods for them to 

meet the financial obligations. 

As required by the APA, L&I analyzed its adopted rules to determine whether the rules are 

“significant legislative rules” as defined in RCW 34.05.328 (5)(c)(iii). This section describes the 

result of this analysis and represents only the estimated cost of complying with the portions of 
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the adopted rules that are considered significant legislative rules. This section excludes the 

potential costs associated with, or originating from, current industry practices or “baseline” 

standards under existing laws or rules where the changes are exempt from the cost-benefit 

analysis. Therefore, L&I did not analyze or factor into our estimates costs that can be attributed 

to or are insignificantly different from these baseline standards. This chapter evaluates each of 

the adopted rule components that have been flagged as significant legislative rules with potential 

cost implications.  

 
Chapter 3: Adopted Rule Changes and Cost Implications 

3.1 WAC 296-15-121 Surety for a Self-Insurance Program  

Adopted rule language change: The change to the section removes the exclusion for public entities 

and groups from the requirement for surety under this rule  since their requirements are covered 

under WAC 296-15-151 and WAC 296-15-161.   

Cost Implication: The change in rule does not create a cost for employers, and does not create a 

requirement employers must follow.  

3.2 WAC 296-15-123 Monitoring Certification 

Adopted rule language change: The change clarifies financial requirements for self-insurers basing 

them on “total outstanding liabilities” instead of “estimated claim liabilities” for those with credit 

scores equal to or below B+/B1 and credit ratings equal to or below CCC+/Caa1.  

Cost Implication: The change in rule does not create a cost for employers unless they have a credit 

score equal to or below B+/B1. In those cases, they will have an increased surety cost requirement. 

3.3 WAC 296-15-151 Surety for a Public Entity’s Self-Insurance Program 

Adopted rule language change: Clarifying financial requirements for self-insured public entities. 

Cost Implication: The change in rule does not create a cost for employers unless they have a credit 

score equal to or below B+/B1. In those cases, they will have an increased surety cost requirement. 
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3.4 WAC 296-15-184 Liability for Reimbursement Following Decertification of Self-Insured 
Public Entities and Groups 

Adopted rule language: This new section in rule establishes the financial requirements for a 

decertified self-insured public entity, or group authorized under RCW 51.14.150, to reimburse and 

collateralize claim and pensions from their former self-insurance program. 

Cost Implication: The rule doesn’t create any additional costs that the decertified self-insured 

employers would not have had to pay already. It does create a new requirement for them to follow 

for establishing surety and/or reimbursements to L&I for costs incurred on claims during the time 

they functioned as a self-insurer.  

 
Chapter 4: Cost-Benefit Determination 

As determined in Chapter 3, impacted businesses are not expected to incur any probable costs from 

the adopted rules. When viewed comprehensively, the adopted rules offer primarily benefits to 

those impacted.  Employers that maintain lawful and respectful employment practices will not face 

additional burdens. Instead, they stand to gain from increased operational certainty, better 

employer-employee relationships, and a more favorable public reputation. Meanwhile, the rules 

help establish a level playing field, discouraging non-compliant competitors from gaining unfair 

advantages. 

 

In conclusion, the cost-benefit balance favors these adopted rules. By reinforcing legal norms and 

offering tools to streamline compliance, the rules serve the interests of employers, employees, and 

regulators alike.  

 

Chapter 5: Least Burdensome Analysis 

RCW 34.05.328(1)(e) requires L&I to determine whether significant legislative rules are the least 

burdensome alternative for those required to comply with the goals and objectives of a rule. The 

following sections were identified as needing to be analyzed under this requirement: 
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5.1 WAC 296-15-121 Surety for a Self-Insurance Program 

The rule excludes public entities and groups. L&I will initiate collections procedures for unpaid 

assessments under Chapter 296-15 WAC. This is least burdensome as it clarifies L&I’s 

enforcement of the chapter and does not create a new requirement for employers. 

5.2 WAC 296-15-123 Monitoring Certification 

Allows L&I to initiate collections procedures for unpaid assessments under the chapter. This is 

least burdensome as it clarifies L&I’s enforcement of the chapter and does not create a new 

requirement for employers. 

5.3 WAC 296-15-151 Surety for a Public Entity’s Self-Insurance Program 

States that surety for public entities must be secured through a bond or escrow account or placed 

in a reserve fund.  It also gives clarity on when surety may be increased. 

5.4 WAC 296-15-184 Liability for Reimbursement Following Decertification of Self-Insured 

Public Entities and Groups 

This section in rule states that L&I will take over the management of the claims of self-insured 

public entities and groups that have their self-insured status terminated pursuant to RCW 

51.14.080.  

It also outlines options for those decertified public entities and groups to reimburse L&I for those 

ongoing and continuing claim costs for those claims that occurred during the time they were self-

insured.  
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