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Payroll deduction rates change July 1! 
 
If you provide payroll and/or accounting services for companies that have workers’ 
compensation insurance accounts with the Washington State Department of Labor and 
Industries (L&I), you will need to make adjustments to your payroll deduction system for 
the final six months of 2007. 
 
Because L&I currently has more money than we expect will be needed to pay future health-
care benefits for injured workers, we will not charge employers for the Medical Aid Fund 
portion of the workers’ compensation premium for work performed from July 1 through 
December 31, 2007. L&I will pay that portion of the premium. Employers and workers 
split the cost of this part of the workers’ compensation premium, so savings from this 
temporary “rate holiday” must be shared evenly as well.  Reducing the payroll deduction 
for workers’ compensation insurance will accomplish this task. 
 
Each employer will receive a revised rate notice in mid-June that will provide the 
temporarily reduced workers’ compensation rates for July 1 through December 31, 2007.  
You will receive the notice if you normally receive annual rate notices and quarterly 
reporting forms on behalf of your clients.  If not, please contact your clients for the updated 
information.  However, there’s no need to wait for the rate notice in order to prepare your 
payroll system for the July 1 change.  Here’s the information you need now: 
 

Payroll deduction for Washington State workers’ 
compensation, July 1 – December 31, 2007 
 
During the workers’ compensation rate holiday – July 1, 2007 
through December 31, 2007 – the employee payroll deduction rate 
for all risk classes, with the exception of the six classes listed 
below, will be 0.03340. 
 
Exceptions: 
Drywall -- Risk Classes 0540, 0541, 0550, 0551: the deduction will 
be 0.00025 
 
Volunteer -- Risk Classes 6901 and 6906: the deduction will be 
0.0000  

 



 
 
Here are a few other helpful tips that can help avoid confusion for your clients: 

• Paychecks in July, for work performed in June, should continue to reflect the 
withholding of the Medical Aid Fund premium for hours worked prior to July 1. 

• Paychecks in January 2008, for work done in December 2007, should remain at 
the “rate holiday” deduction level.  That is, there should be no (zero) employee 
deduction for Medical Aid Fund premiums. 

• The rate holiday only suspends premiums paid into the Medical Aid Fund. 
Employers should continue to pay Accident and Supplemental Pension Fund 
portions of the premium, and they should continue to deduct the employee’s share 
(50 percent) of the premium paid into the Supplemental Pension Fund (the rate 
provided in the box on page 1 of this letter).  

 
• Payments for the second quarter 2007 (April, May and June) are due July 31. 

However, that payment should not reflect the rate holiday because it is for work 
performed prior to July 1. 

 
• Similarly, the quarterly payment due in January 2008, for work performed in 

October, November and December 2007, should reflect the rate holiday with a 
zero deduction for premiums paid into the Medical Aid Fund. 

 
The rate holiday is temporary and ends December 31, 2007. For work performed on or 
after January 1, 2008, please resume withholding the employee portion of the Medical 
Aid Fund premium from employee paychecks.  
 
Shortly after the rate holiday was adopted, we mailed a rate holiday flier to all employers, 
and we will continue communicating directly with them as the rate holiday approaches. 
In mid-June, we also will be sending each employer a revised rate notice that lists 
their rates for July 1 through December 31, 2007. 
 
I hope this letter answers any technical questions you might have. A more complete 
explanation of the rate holiday, including answers to other questions you might have and 
a sample of the rate notice that will go out in mid-June, can be found at: 
www.RateHoliday.LNI.wa.gov or call your L&I Account Manager. His or her phone 
number is on your most recent rate notice and quarterly report. 
 
Sincerely, 
 

 
 
Ronald C. Moore, Program Manager 
Employer Services 
 

http://www.rateholiday.lni.wa.gov/
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