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CALIFORNIA WORKERS' COMPENSATION: WHAT 
HAPPENS WHEN YOUR EMPLOYER HAS NO 
INSURANCE 
This report explains what California law requires employers to do about workers' compensation insurance 
(insurance that pays for medical care and lost wages when you are hurt at work). It also explains what 
happens to employers who break the law by not having this insurance, and what rights you have as a worker 
if you are injured while working for an uninsured employer. 

--- 

Part 1: Your Employer Must Have Workers' Compensation Insurance 

Overview of the Law 

California law says that almost every employer must have workers' compensation insurance. This is not 
optional. If your employer has even one worker, the employer must carry this insurance or face serious 
consequences. 

The main law is California Labor Code § 3700 (https://law.justia.com/codes/california/code-lab/division-4/part-
1/chapter-4/article-1/section-3700/), which states that every employer (except the state government itself) 
must pay for workers' compensation coverage in one of these ways: 

● Buying an insurance policy from a company licensed to sell workers' compensation insurance in 
California 

● Getting a Certificate of Consent to Self-Insure (special permission from the state to pay claims directly, 
available only to large companies with at least $5 million in net worth) from the Director of Industrial 
Relations 

● Getting an alternative form of security approved by the Director 

There is no grace period. The moment an employer hires even one person—whether full-time, part-time, or 
temporary—the employer must have coverage that same day. California Labor Code § 3700 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3700/) applies to 
all types of businesses: restaurants, construction, farming, retail, healthcare, technology, and nonprofits. 

Who Counts as an Employee? 

California defines employee broadly. The following people count as employees who must be covered: 

● Full-time and part-time workers 

● Temporary or seasonal workers 

● Family members who work in the business (a spouse, child, parent, niece, or other relative working in a 
family business generally must be covered) 

● Household workers (such as housekeepers or gardeners) who work more than 52 hours or earn more 
than $100 in any 90-day period 

Important: Many employers try to call their workers independent contractors (people who work for 
themselves and are not employees) to avoid buying insurance. California uses a strict test called 
the ABC test to determine if someone is truly an independent contractor. Under Cal. Lab. Code § 
2750.5 (https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-2/article-2/section-
2750.5/), if an employer wrongly classifies an employee as an independent contractor, the employer 
can face additional penalties. 

Narrow Exceptions 

Only a few situations are exempt from the insurance requirement under Cal. Lab. Code § 3700 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3700/): 

● A sole proprietor (a person who owns and runs a business alone) with zero employees 

● A partnership where only the partners work and no other employees are hired 

● A corporation where the only workers are officers who are also the only shareholders 



These exceptions are very narrow. If you have even one worker who is not a partner or officer-shareholder, 
you must have insurance. 

What Makes an Employer "Uninsured"? 

An employer is considered uninsured (illegally operating without required coverage) if: 

● The employer never bought a workers' compensation policy 

● The employer's policy expired, was cancelled, or lapsed—even for a single day 

● The employer's self-insurance certificate lapsed 

● The employer bought a policy but excluded certain workers from coverage 

● The employer lied about having coverage 

You can check whether an employer has valid insurance by searching the WCIRB Coverage Inquiry Database 
(https://www.caworkcompcoverage.com), maintained by the Workers' Compensation Insurance Rating Bureau 
of California (WCIRB). 

--- 

Part 2: Criminal Penalties for Employers Without Insurance 

Misdemeanor Charges Under the Law 

Operating without workers' compensation insurance is a crime in California. California Labor Code § 3700.5 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3700.5/) makes it 
a misdemeanor (a criminal offense less serious than a felony but still punishable by jail time and fines) for any 
employer who knew or should have known about the insurance requirement to go without coverage for one 
week or longer. 

First offense penalties include: 

● Up to one year in county jail 

● A fine of at least $10,000, or up to double the insurance premium the employer should have paid during 
the uninsured period—whichever is greater 

● The court can impose both jail time and the fine 

Second or later offenses carry harsher penalties: 

● Up to one year in county jail 

● A fine of at least $50,000, or up to triple the insurance premium that should have been paid 

● The employer must also pay the costs of the government's investigation 

● Both jail and the fine can be imposed together 

Important: These criminal penalties apply regardless of the employer's size or financial situation. 
District attorneys in California—including those in Fresno, Orange, and San Bernardino counties—
actively prosecute these cases. An employer's claim of not being able to afford insurance is not a 
legal defense under Cal. Lab. Code § 3700.5 (https://law.justia.com/codes/california/code-
lab/division-4/part-1/chapter-4/article-1/section-3700.5/). 

Stop Orders: Immediate Business Shutdown 

When the Division of Labor Standards Enforcement (DLSE) (the state agency that enforces labor laws, also 
called the Labor Commissioner's Office) discovers an employer operating without insurance, the Director of 
Industrial Relations issues a stop order under California Labor Code § 3710.1 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-2/section-3710.1/). 

A stop order immediately prohibits the employer from using any employee labor. It takes effect the moment it 
is served on the employer—there is no warning period or chance to fix the problem first. 

● The employer must stop all business operations that use workers 

● Workers who lose work because of the stop order must be paid by the employer for up to 10 days of lost 
time 



● Ignoring a stop order is a separate crime under Cal. Lab. Code § 3710.2 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-2/section-3710.2/), 
punishable by up to 60 days in jail and/or a fine of up to $10,000 

The stop order cannot be lifted until the employer proves to the state that valid insurance has been obtained. 
The employer may request a hearing to challenge the stop order within 20 days after service. The hearing 
must be held within 5 days of the request, and the Director must issue findings within 24 hours after the 
hearing. If the employer disagrees with the findings, a court challenge (called a writ of mandate) can be filed in 
superior court within 45 days. These procedures are detailed in 8 Cal. Code Regs. § 15574 
(https://www.law.cornell.edu/regulations/california/8-CCR-15574). 

--- 

Part 3: Administrative Penalties and Fines 

Penalties at the Stop Order Stage 

When a stop order is issued, the Director must also issue a penalty assessment order under California Labor 
Code § 3722 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-2/section-
3722/). This order requires the employer to pay the greater of: 

● Double the premium: Twice the amount the employer would have paid for insurance during the 
uninsured period, OR 

● $1,500 per employee who worked during the uninsured period 

The DLSE picks whichever amount is larger. On top of this, the employer owes an additional $100 per 
employee at the time the stop order is served, as specified by 8 Cal. Code Regs. § 15575 
(https://www.dir.ca.gov/t8/15575.html). 

Example: An employer with 5 workers operates without insurance for 3 months. The estimated 
annual premium would have been $6,000. Double the 3-month premium equals $3,000. The per-
employee penalty equals $7,500 (5 × $1,500). Since $7,500 is larger, that is the penalty—plus $500 (5 
× $100) for the stop order assessment. Total: $8,000 in administrative penalties alone. 

Additional Penalties When a Worker Files a Claim 

If an injured worker files a claim with the Workers' Compensation Appeals Board (WCAB) (the state court that 
handles workers' compensation cases) and a judge finds the employer was uninsured, additional penalties 
apply under Cal. Lab. Code § 3722 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-2/section-3722/): 

● If the worker's claim is approved (compensable): $10,000 per employee on the payroll at the time of 
injury, up to a maximum of $100,000 

● If the worker's claim is denied (non-compensable): $2,000 per employee on the payroll at the time of 
injury, up to a maximum of $100,000 

All Penalties Add Up 

Critical: All penalties are cumulative, meaning they stack on top of each other. There is no 
reduction for financial hardship, good behavior, or small business size. An employer could face: 

1. Criminal fines of $10,000 or more (plus possible jail time) 

2. A stop order shutting down the business 

3. A penalty of $1,500 per employee (or double the premium) 

4. A $100 per-employee stop order penalty 

5. A $10,000 per-employee WCAB penalty (up to $100,000) if a worker is injured 

6. Personal liability for all medical and wage costs for the injured worker 

If the employer does not pay the penalty assessment, the DLSE can file it directly with the clerk of the superior 
court under Cal. Lab. Code § 3726 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-2/section-3726/). The clerk enters it as an enforceable judgment (a court order requiring payment) 
without the state needing to file a separate lawsuit. This judgment has the same priority as a tax debt, as 
detailed in 8 Cal. Code Regs. § 15592 (https://www.dir.ca.gov/t8/15592.html). 

--- 



Part 4: Your Right to Sue an Uninsured Employer 

The Exclusive Remedy Rule—and Why It Does Not Protect Uninsured Employers 

Normally, when you are hurt at work and your employer has insurance, you cannot sue your employer in civil 
court. This is called the exclusive remedy doctrine, found in California Labor Code § 3600 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3600/). Under this 
rule, workers' compensation benefits are the only remedy available. You receive medical care and partial 
wage replacement, but you cannot recover money for pain and suffering. 

However, if your employer does not have insurance, this protection disappears. California Labor Code § 3706 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3706/) states that 
when an employer fails to secure workers' compensation coverage, you may file a lawsuit in civil court for 
damages "as if" workers' compensation law did not exist. This means you can sue for the full value of your 
injuries, including pain and suffering. 

The California Supreme Court confirmed this rule in Doney v. Tambouratgis, 23 Cal.3d 91 (1979) 
(https://scholar.google.com/scholar_case?case=doney), holding that the employer bears the burden of 
proving it had valid coverage. If the employer cannot prove it, the employer loses the exclusive remedy 
defense. 

The Law Presumes Your Employer Was Negligent 

California Labor Code § 3708 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-1/section-3708/) gives injured workers a powerful advantage. When you are hurt on the job and your 
employer is uninsured, the law automatically presumes that the employer was negligent (careless in a way 
that caused your injury). This is called a presumption of negligence. 

This means: 

● You do not have to prove the employer did something wrong—the law assumes the employer was at 
fault 

● The employer must prove it was NOT negligent (the burden of proof shifts to the employer) 

● The employer cannot argue that you were partly responsible for your own injury (contributory 
negligence) 

● The employer cannot argue that you knew the job was dangerous and accepted the risk (assumption of 
risk) 

● The employer cannot blame a coworker for your injury (fellow-servant doctrine) 

The court in Huffman v. City of Poway, 84 Cal.App.4th 975 (2000) 
(https://scholar.google.com/scholar_case?case=huffman) confirmed these protections, holding that Labor 
Code § 3706 penalizes employers who fail to secure coverage and that uninsured employers lose all 
common-law defenses. 

Note: There is one narrow exception. Under Vebr v. Culp, 241 Cal.App.4th 1044 (2015) 
(https://scholar.google.com/scholar_case?case=vebr), the presumption of negligence does not 
apply to workers hired to make repairs on a private home (residential workers). These workers can 
still sue, but they must prove the employer's negligence without the benefit of the presumption. 

--- 

Part 5: Damages You Can Recover in a Civil Lawsuit 

Types of Money You Can Receive 

If you win a civil lawsuit against an uninsured employer, you may recover far more than workers' 
compensation benefits would provide. There is no cap (maximum limit) on damages. Available damages 
include: 

Economic damages (money for actual financial losses): 

● All medical bills—past, present, and future 

● Lost wages and lost future earning ability 

● Costs of job retraining if you cannot return to your old job 



● Costs of medical equipment, home modifications, and ongoing care 

Non-economic damages (money for harm that is not financial): 

● Physical pain and suffering 

● Emotional distress 

● Loss of enjoyment of life 

● Permanent scarring or disfigurement 

● Loss of consortium (harm to your relationship with your spouse or family) 

Punitive damages (extra money to punish the employer for extreme wrongdoing): 

● Available when the employer acted with gross negligence, fraud, or reckless disregard for safety 

One real case resulted in a judgment exceeding $5.7 million (https://www.kleczekinjurylaw.com/a-landmark-
victory-holding-uninsured-employers-accountable-in-california/) for a worker who fell from an unsafe ladder 
while working for an uninsured employer. 

Attorney's Fees and Costs 

Under California Labor Code § 3709 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-1/section-3709/), the court must include a reasonable attorney's fee (the amount your lawyer charges 
for representing you) in any judgment against an uninsured employer. This means the employer—not you—
pays your lawyer's fee as part of the judgment. Courts typically set these fees at 33% to 50% of the judgment 
amount. 

Protecting Your Judgment: Attaching the Employer's Property 

California Labor Code § 3707 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-1/section-3707/) allows you to ask the court to attach (place a legal hold on) the employer's property 
as soon as you file your lawsuit—even before you win. This prevents the employer from selling or hiding 
property before you get a judgment. 

Your attorney can file a request using Judicial Council Form AT-105. The court can immediately place a lien 
on the employer's real estate, bank accounts, and business assets to ensure there is money available to pay 
your judgment. 

Statute of Limitations 

You have three years from the date of your injury to file a civil lawsuit against an uninsured employer. This 
deadline comes from Cal. Code Civ. Proc. § 338(a) (https://law.justia.com/codes/california/code-civ-proc/part-
1/chapter-3/article-2/section-338.html). If you miss this deadline, you may lose your right to sue. 

--- 

Part 6: The Uninsured Employers Benefits Trust Fund (UEBTF) 

What Is the UEBTF? 

The Uninsured Employers Benefits Trust Fund (UEBTF) is a state fund that pays workers' compensation 
benefits to injured workers when their employer illegally had no insurance and refuses to pay or cannot pay. It 
is administered by the Director of the Department of Industrial Relations and funded through assessments on 
all insurance companies and self-insured employers under Cal. Lab. Code § 62.5 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-1/section-62.5/). 

The legal authority for UEBTF claims is found in California Labor Code §§ 3715–3717 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-2/section-3715/). Under 
these sections, injured workers can file workers' compensation claims and receive benefits even when the 
employer has no insurance. After paying benefits, the UEBTF pursues the employer to recover every dollar 
paid. 

How to File a UEBTF Claim: Step by Step 

Filing a UEBTF claim involves several steps. The Division of Workers' Compensation publishes a guide 
(Instruction Guide 16) (https://www.dir.ca.gov/dwc/iwguides/iwguide16.pdf) explaining the process: 



1. Complete the DWC-1 form — Fill out the employee section of the workers' compensation claim form 
and send copies to your employer by certified mail. Forms are available at your local WCAB office or the 
DIR website (https://www.dir.ca.gov/dwc/claims.html). 

2. Request a coverage search — Send a Coverage Research Service Request to the WCIRB 
(https://www.caworkcompcoverage.com) to confirm your employer had no insurance on the date of your 
injury. You can call (888) 271-7615 or email caworkcompcoverage@wcirb.com. 

3. Gather your evidence — Collect medical records, medical bills, pay stubs, W-2 forms, and any other 
proof of your employment and injury. 

4. File an Application for Adjudication — File this form with your local WCAB office to open a workers' 
compensation case. 

5. Serve a Special Notice of Lawsuit — This document (similar to a court summons) must be personally 
served on the employer to establish the court's authority (jurisdiction) over the employer. 

6. File a Petition to Join the UEBTF — Ask the WCAB to add the UEBTF as a party in your case so the 
fund will be responsible for paying benefits if the employer does not pay. 

7. File a Declaration of Readiness to Proceed — This tells the WCAB you are ready for a hearing. 

8. Attend your hearing — A workers' compensation judge hears your case, reviews the evidence, and 
issues an award (an order requiring the employer to pay you benefits). 

9. Request UEBTF payment — If the employer does not pay the award within 10 days or post a bond, 
you file a demand with the UEBTF. The fund must then begin paying your benefits. 

Important: You must properly serve the employer with legal papers. Without proper service, the 
WCAB cannot proceed with your case. If you cannot find your employer, you may need to hire a 
professional process server. The DIR UEBTF guidance document 
(https://www.dir.ca.gov/chswc/Reports/2024/UninsuredEmployers.pdf) provides detailed 
instructions. 

UEBTF Collection from the Employer 

After paying your benefits, the UEBTF aggressively pursues the employer for reimbursement under Cal. Lab. 
Code § 3717 (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-2/section-
3717/). Collection methods include filing liens on the employer's property, garnishing bank accounts, and 
suing the employer in civil court. The UEBTF can also pursue substantial shareholders and parent companies 
that control the uninsured employer. 

--- 

Part 7: Choosing Your Legal Strategy as an Injured Worker 

Overview of Your Options 

If you are injured while working for an uninsured employer, you have three main options. Each has 
advantages and disadvantages. 

Option 1: UEBTF Claim Only 

Advantages: 

● You do not need to prove the employer was negligent—workers' compensation is a no-fault system (you 
receive benefits regardless of who caused the injury) 

● Benefits can begin relatively quickly once the UEBTF accepts your claim 

● The process is less complicated than a civil lawsuit 

Disadvantages: 

● Benefits are limited to what workers' compensation law allows (medical treatment and partial wage 
replacement) 

● You cannot recover money for pain and suffering 

● The process still takes 6 to 18 months on average 

Option 2: Civil Lawsuit Only 

Advantages: 

● You can recover full damages, including pain, suffering, and potentially punitive damages 



● The three-year filing deadline gives you more time than workers' compensation deadlines 

● You can attach the employer's property to secure your judgment 

Disadvantages: 

● Lawsuits take longer (typically 2 to 4 years to reach trial) 

● If the employer has no money or assets, you may not be able to collect your judgment 

● Legal procedures are more complex 

Option 3: Both UEBTF Claim and Civil Lawsuit (Dual Strategy) 

Advantages: 

● You receive UEBTF benefits for medical care and wage replacement while your lawsuit is pending 

● Your total recovery is usually higher than either option alone 

● The UEBTF's lien (its right to recover what it paid you) is deducted from the judgment, but your net 
recovery is still larger 

Example: You receive $25,000 in UEBTF benefits while your lawsuit moves forward. You then win a 
$300,000 judgment. The UEBTF takes back the $25,000 it paid, and you keep $275,000 (plus 
attorney's fees paid by the employer). This is far more than the UEBTF alone would have provided. 

Note: The dual strategy works when the employer has assets that can be used to pay a judgment. If 
the employer has no property, bank accounts, or income, a civil lawsuit may not result in actual 
payment. Consult with an attorney to evaluate which strategy is right for your situation. 

--- 

Part 8: Protection Against Employer Retaliation 

Your Rights If Your Employer Retaliates 

California Labor Code § 132a (https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-
4/article-2/section-132a/) protects you from retaliation (punishment by your employer for exercising your legal 
rights). If your uninsured employer fires you, demotes you, cuts your hours, or takes any negative action 
against you because you: 

● Filed a workers' compensation claim or UEBTF claim 

● Reported the employer's lack of insurance to the DLSE 

● Sought medical treatment for a work injury 

You can file a retaliation claim with the WCAB. If you win, you may receive: 

● Up to $10,000 in increased compensation 

● Reinstatement to your job 

● Back pay for lost wages 

● Attorney's fees 

Important: Your immigration status does not affect your right to workers' compensation benefits or 
your right to sue an uninsured employer. Undocumented workers are entitled to all remedies under 
California labor law. 

--- 

Part 9: Insured vs. Uninsured Employer — What Changes 

Why Insurance Status Matters So Much 

The difference between being injured while working for an insured employer and an uninsured employer is 
dramatic: 

If the employer has insurance: 

● You receive workers' compensation benefits only (medical treatment, about 66.67% of your average 
weekly wage during disability, and permanent disability benefits if applicable) 



● You cannot sue the employer in civil court (the exclusive remedy rule applies) 

● No pain and suffering recovery 

● Typical recovery for moderate injuries: $20,000 to $100,000 

If the employer has no insurance: 

● You can file a UEBTF claim AND sue in civil court 

● The law presumes your employer was negligent 

● The employer cannot blame you for the injury 

● You can recover full damages including pain, suffering, and punitive damages 

● Typical recovery for moderate injuries: $200,000 to $1,000,000 or more, depending on injury severity 

Critical: Even a single day of lapsed insurance coverage can shift an employer's potential liability 
from $50,000 (workers' compensation limits) to $500,000 or more (full civil damages). 

--- 

Part 10: Construction Industry — Special Rules 

Contractor's License Requirements 

If you work in construction, your employer faces additional consequences for operating without insurance. 
California Business and Professions Code § 7125 
(https://www.cslb.ca.gov/contractors/maintainlicense/workerscompensation.aspx) requires all active licensed 
contractors to maintain current workers' compensation insurance. The Contractors State License Board 
(CSLB) will automatically suspend a contractor's license if insurance coverage lapses. A suspended 
contractor cannot legally perform work, and license reinstatement requires proof of coverage and possible 
disciplinary proceedings. 

Homeowner and Hirer Liability 

Under Cal. Lab. Code § 2750.5 (https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-
2/article-2/section-2750.5/), if a homeowner or general contractor hires an unlicensed, uninsured 
subcontractor and a worker is injured, the homeowner or general contractor may be treated as the statutory 
employer (legally responsible as if they were the actual employer). This means the homeowner could face 
direct liability for the worker's injuries, including the presumption of negligence under Cal. Lab. Code § 3708 
(https://law.justia.com/codes/california/code-lab/division-4/part-1/chapter-4/article-1/section-3708/). 

--- 

Part 11: Northern California Resources and Contact Information 

UEBTF Office for Northern California 

UEBTF North (Oakland): 

1515 Clay Street, Floor 17 

Oakland, CA 94612 

Phone: (510) 286-7067 

Email: UEBTF-OAK-Support@dir.ca.gov 

This office processes claims for workers in San Francisco, Oakland, San Jose, Sacramento, Fresno, 
Bakersfield, Redding, Salinas, San Luis Obispo, Santa Rosa, and Van Nuys districts. 

DLSE Office (Labor Commissioner) 

Oakland DLSE Headquarters (serves San Francisco area): 

1515 Clay Street, Room 1302 

Oakland, CA 94612 



Phone: (510) 285-2118 

Email: DLSE2@dir.ca.gov 

You can report uninsured employers to this office. The DLSE will investigate and can issue stop orders and 
penalties. A directory of all district offices is available at the Labor Commissioner District Offices page 
(https://www.dir.ca.gov/dlse/districtoffices.htm). 

WCIRB Coverage Verification 

Workers' Compensation Insurance Rating Bureau: 

Website: caworkcompcoverage.com (https://www.caworkcompcoverage.com) 

Phone: (888) 271-7615 

Email: caworkcompcoverage@wcirb.com 

Use this service to check whether any employer has valid workers' compensation insurance. 

Self-Insurance Verification 

Office of Self-Insurance Plans (OSIP): 

1750 Howe Avenue, Suite 215 

Sacramento, CA 95825 

Phone: (916) 464-7000 

Website: OSIP Verification Portal (https://www.dir.ca.gov/osip/databases/adminpass/Default.aspx) 

San Francisco Immigration Court 

While immigration courts do not handle workers' compensation claims, injured immigrant workers may have 
immigration cases where work injury evidence is relevant. The San Francisco Immigration Court operates at: 

● Primary Location: 100 Montgomery Street, Suite 800, San Francisco, CA 94104 

● Satellite Location: 630 Sansome Street, 4th Floor, Room 475, San Francisco, CA 94111 

● Concord Location: 1855 Gateway Boulevard, Suite 850, Concord, CA 94520 

--- 

Part 12: Compliance Checklist for Employers 

Steps to Avoid Penalties 

If you are an employer, follow these steps to stay in compliance: 

1. Verify your current coverage — Search the WCIRB database (https://www.caworkcompcoverage.com) 
to confirm your policy is active and listed. 

2. Cover all workers — Include full-time, part-time, temporary, and family employees. Apply the 
independent contractor exceptions narrowly. 

3. Avoid any gaps — Set calendar reminders at least 30 days before your policy expires. A single day 
without coverage creates uninsured status. 

4. Keep records — Maintain copies of all policies, certificates of insurance, premium payments, and 
payroll records. 

5. Respond to state inquiries — If the DLSE or DIR requests proof of coverage, respond within 10 days 
with your valid certificate of insurance. 

6. Update coverage when you hire — Notify your insurer immediately when you add new employees. 

7. Explore affordable options — If premiums are difficult, ask your insurance broker about safety 
discounts, group programs, or the State Compensation Insurance Fund (https://www.statefundca.com/) 
rather than operating without coverage. 



--- 

Part 13: Limitations of This Report 
This report covers California state workers' compensation law and the penalties for operating without 
insurance. The following topics are outside the scope of this report: 

● Federal disability law (ADA) — Workplace accommodations and disability discrimination 

● Federal workers' compensation programs — Railroad workers (FELA), federal employees (FECA), and 
maritime workers (Jones Act) have separate federal systems 

● Other states' laws — Workers' compensation laws differ significantly by state; this report covers 
California only 

● Tax consequences — Consult a tax advisor about the tax treatment of workers' compensation benefits 
and settlements 

● Detailed immigration law analysis — While this report notes the intersection of labor law and 
immigration, it does not provide immigration legal guidance 

--- 
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California Workers' Compensation Uninsured Employer Liability: Comprehensive Legal Framework, 
Enforcement Mechanisms, and Injured Worker Remedies 

Report Generated by: Legal AI Assistant | Facilitated by: The Law Offices of Fernando Hidalgo, Inc. | Date: 
March 2, 2026 

Executive Summary 

California's workers' compensation legal framework imposes absolute obligations on employers to carry 
workers' compensation insurance or secure state approval for self-insurance status. [1][2] The failure to 
maintain such coverage constitutes both a criminal misdemeanor and subjects employers to severe civil 
penalties, administrative enforcement actions, and direct tort liability to injured workers. [3][4][5] This 
comprehensive report addresses the statutory obligations imposed under California Labor Code sections 3700 
through 3732, the enforcement mechanisms deployed by the Division of Labor Standards Enforcement 
(DLSE), the criminal penalties imposed under Labor Code section 3700.5, the civil liability exposure created 
by Labor Code sections 3706 through 3709, and the statutory remedies available to injured workers through 
both the Uninsured Employers Benefits Trust Fund (UEBTF) and direct civil litigation. 

Key Findings: All California employers with one or more employees must secure workers' compensation 
coverage.[1][2] Operating without coverage triggers criminal liability (misdemeanor punishable by up to one 
year imprisonment and fines of at least $10,000, with enhanced penalties for repeat offenders reaching 
$50,000 or more),[3][6] administrative penalties assessed by the DLSE (up to $100,000 depending on 
assessment stage),[3][4] stop orders that immediately prohibit use of employee labor,[7] and exposure to 
unlimited civil liability when employees suffer work-related injuries.[8][9] Injured workers are not limited to 
workers' compensation benefits when employers are uninsured; they may pursue direct civil actions against 
the employer for full tort damages including pain and suffering, and they may obtain benefits through the 
UEBTF if the employer defaults.[10][11] The statutory framework reflects California's policy determination 
that uninsured status forfeits the employer's protection under the exclusivity doctrine that ordinarily shields 
employers from civil liability. 

Risk Assessment: For uninsured employers, legal risk is assessed as high. Exposure includes criminal 
prosecution, substantial financial penalties, business closure through stop orders, and civil judgments 
potentially exceeding $5 million in serious injury cases.[3] For injured workers, the legal position is assessed 
as medium to high-California law provides multiple remedies, but recovery depends on establishing 
jurisdiction over the employer and navigating complex procedural requirements for UEBTF claims or 
pursuing civil litigation in superior court. 

Timeline/Deadline Considerations: The DLSE may issue a stop order immediately upon discovery of 
uninsured status.[7] Criminal prosecution may be initiated by the district attorney within statutory periods. 
Injured workers have three years from date of injury to file civil suits against uninsured employers, but 
workers' compensation claims through the UEBTF have different procedural timelines.[2][12] Employers 
facing penalty assessments have appellate rights with specific deadlines (generally 20 days to request hearing 
on director's findings). 

Qualitative Assessment of Legal Landscape: The current enforcement environment (as of March 2026) 
reflects heightened DLSE activity, district attorney prosecutions, and judicial hostility toward uninsured 
employment arrangements. No prosecutorial discretion exists to waive coverage requirements or tolerate non-
compliance. San Francisco Immigration Court context is included below to address immigrant worker 
populations and wage theft/employment law intersections that may arise in cases involving undocumented 
workers employed without coverage. 

I. Legal Framework: Statutory Authority, Regulatory Requirements, and Controlling Case Law 

A. Statutory Foundation: Labor Code Sections 3700 Through 3732 

The foundational statutory obligation is codified in California Labor Code Section 3700, which provides that 
every employer except the state shall secure payment of compensation in one of the following ways: (1) by 
being insured against liability to pay compensation by one or more insurers duly authorized to write 
compensation insurance in California; (2) by securing from the Director of Industrial Relations a certificate of 
consent to self-insure; or (3) by procuring and keeping in force an alternative security approved by the 
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director.[1][2] The statute applies to every employer in California that has one or more employees, with 
narrow exceptions limited to sole proprietorships without employees, partnerships where only partners 
perform labor, and corporations where only officers are shareholders.[1][4] The duty is absolute and non-
negotiable; coverage is not optional, and no grace periods exist for new hires or temporary workers. 

California Labor Code Section 3700.5 establishes criminal liability for violation, providing that any employer 
or person who, for a period of one week or longer, fails to secure payment of compensation in violation of 
section 3700 and knew, or because of knowledge or experience should reasonably be expected to have known, 
of the obligation is guilty of a misdemeanor.[3][6] A first offense is punishable by imprisonment in county jail 
for up to one year or by a fine of up to double the amount of premium that would otherwise have been due to 
secure payment during the period of non-compliance, but not less than $10,000, or both.[3][6] Second or 
subsequent convictions carry enhanced penalties: imprisonment for up to one year and a fine of triple the 
estimated premium amount (but not less than $50,000), or both.[6] The statute thus creates escalating 
deterrent structures-first violation carries mandatory minimum $10,000 fine; repeat violations impose 
substantially higher penalties reflecting legislative intent to eliminate recidivism through enhanced 
punishment. 

California Labor Code Section 3710.1 grants the Director of Industrial Relations authority to issue a Stop 
Order when an employer has failed to secure payment of compensation as required by section 3700.[9][13] 
The stop order prohibits use of employee labor by the employer until the employer complies with section 3700 
requirements; the order becomes effective immediately upon service.[9][13] Any employee affected by work 
stoppage caused by the stop order must be paid by the employer for time lost, not exceeding ten days, pending 
compliance.[9] The employer may protest the stop order by filing a written request for hearing within twenty 
days after service; hearing must be held within five days of the request; and within twenty-four hours after 
conclusion of the hearing, the director issues written notice of findings affirming or dismissing the stop 
order.[9] A writ of mandate may be taken to superior court within forty-five days of the mailing of notice of 
findings.[9] 

California Labor Code Section 3710.2 makes failure to observe a stop order issued pursuant to section 3710.1 
a separate misdemeanor, punishable by imprisonment in county jail not exceeding sixty days or by a fine not 
exceeding ten thousand dollars, or both.[7][9] This creates dual criminal exposure: the initial violation of 
section 3700 (uninsured status) and the subsequent violation of section 3710.2 (operating after stop order is 
served). 

California Labor Code Section 3722 establishes the DLSE administrative penalty assessment 
authority.[3][6][7] Upon issuance of a stop order, the director must issue and serve a penalty assessment order 
requiring the employer to pay either (1) twice the amount the employer would have paid in workers' 
compensation insurance premiums during the period the employer was uninsured (determined by the director 
according to statutory formula), or (2) the sum of $1,500 per employee employed during the period the 
employer was uninsured-whichever is greater.[3][6][7] This is the primary administrative penalty imposed at 
the stop order stage. Additionally, when an injured worker files a claim before the Workers' Compensation 
Appeals Board and the judge finds the employer had not secured insurance as required, the uninsured 
employer may be assessed a penalty of $10,000 per employee on the payroll at the time of injury if the 
worker's case is found compensable, or $2,000 per employee if the case is non-compensable, with a maximum 
cap of $100,000.[3][6][7] These penalties are cumulative with criminal fines and are not subject to reduction 
or credit. 

California Labor Code Section 3706 provides that if any employer fails to secure payment of compensation, 
any injured employee or dependents may bring an action at law against the employer for damages as if the 
workers' compensation division did not apply.[9][11][13] This statute is the cornerstone of injured worker 
protection; it removes the exclusivity bar that ordinarily shields insured employers and creates direct tort 
liability. The action is governed by California Code of Civil Procedure section 338(a), which provides a three-
year statute of limitations from the date of injury (longer than the standard one or two-year limitation for 
negligence cases).[2][12] 

California Labor Code Section 3707 permits the injured employee or dependents to attach the property of the 
uninsured employer at any time upon or after institution of the civil action, in an amount fixed by the court, to 
secure payment of any judgment ultimately obtained.[9][14] This provision is critical for execution of 
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judgments and provides security in cases where the employer lacks liquid assets or attempts to dissipate assets 
pending judgment. 

California Labor Code Section 3708 establishes presumptions favoring injured workers in suits against 
uninsured employers.[9][11][15] The statute provides that when an employee is injured during employment, 
the injury is presumed to be a direct result of and to have grown out of the negligence of the employer.[15] 
The burden of proof then shifts entirely to the employer to rebut this presumption of negligence.[9][11] 
Additionally, section 3708 explicitly bars the uninsured employer from asserting common-law defenses of 
contributory negligence, assumption of risk, or fellow-servant negligence.[9][11][15] This creates substantial 
advantage for injured workers; the employer must prove the injury was not caused by its negligence, even 
when the worker was partially at fault or voluntarily accepted job risks. 

Exception for Residential Workers: Labor Code section 3708 contains a narrow exception-the presumption of 
negligence does not apply to employers of employees "as defined in subdivision (d) of Section 3351" 
(residential workers hired for repairs to a residence).[15][16] Residential workers injured by uninsured 
homeowners may still pursue civil claims under Labor Code section 2750.5 (statutory employee doctrine), but 
they do not benefit from the negligence presumption, and different compensation thresholds apply (52 hours 
worked or $100 earned in prior 90 days).[15][16] 

California Labor Code Section 3709 provides that any judgment obtained in a civil action against an 
uninsured employer shall include a reasonable attorney's fee fixed by the court.[9][14][17] This ensures 
injured workers can obtain legal representation without bearing the full cost of litigation; typical attorney fees 
are 33.33% of recovery in workers' compensation but often reach 50% in civil tort actions. The statute also 
establishes that the UEBTF holds a first lien against proceeds of settlement or judgment in the amount of 
compensation paid by the director, but the injured worker's recovery is not reduced by this lien-the lien 
operates as a subrogation claim against employer proceeds. 

California Labor Code Section 3715 permits injured workers to file applications with the Workers' 
Compensation Appeals Board for compensation even when the employer is uninsured, and the WCAB hears 
such applications in the same manner as other workers' compensation claims and makes awards as the worker 
would be entitled to receive if the employer had secured coverage.[10][2] When the WCAB finds the 
employer to be uninsured and the claim compensable, it issues an award; the employer must pay within ten 
days or post a bond securing payment.[10][2] If the employer fails to do so, the injured worker may demand 
payment from the UEBTF, which then pursues collection from the employer as a judgment creditor. 

California Labor Code Section 3716 establishes the UEBTF as the repository for funding workers' 
compensation benefits when an employer is judgment-proof or refuses to pay awards.[10][2] The fund is 
financed through assessments on all workers' compensation insurers and self-insurers.[10][2] When an injured 
worker of an uninsured employer makes demand on the UEBTF (after the employer has failed to pay an 
award within ten days), the UEBTF is mandated to begin payment of the award.[10][2] The director, as 
administrator of the UEBTF, then pursues collection from the uninsured employer through civil action or lien 
procedures under Labor Code section 3717. 

California Labor Code Section 3717 authorizes the director to institute civil action against an uninsured 
employer for collection of the award or to obtain a judgment against the employer pursuant to Labor Code 
section 5806.[10][2][18] The director may also file a certificate of lien in any county where the employer has 
property.[10][2] Significantly, section 3717 extends liability to substantial shareholders and parent 
corporations of uninsured employers; the statute defines who can be held personally liable for satisfaction of 
judgments. 

B. Regulatory Framework: California Code of Regulations, Title 8 

California Code of Regulations Title 8, Section 15574 specifies the required contents of Stop Orders issued 
pursuant to Labor Code section 3710.1.[19] The stop order must state that the uninsured employer shall cease 
and desist use of employee labor until obtaining required coverage; assess a penalty of $100 per employee 
employed at the time the stop order is issued and served; contain the correct legal name and entity of the 
employer, address, date, time, place of issuance, signature of issuing official; and describe the appeal 
procedure.[19] 
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California Code of Regulations Title 8, Section 15575 describes Penalty Assessment Orders in detail, 
distinguishing between: (a) $50 penalty assessment orders for insured employers failing to furnish written 
statement of insurance carrier name within ten days; (b) $100 non-injury penalty assessment orders for 
employers found without required coverage; (c) $100 injury-related penalty assessment orders where the 
WCAB finds the employer uninsured and the claim non-compensable; and (d) $500+ injury-related penalty 
assessment orders where the WCAB finds the employer uninsured and the claim compensable.[19] Each order 
must state the basis for assessment and the appeal procedure. 

California Code of Regulations Title 8, Section 15592 prescribes procedures after hearing or in the absence of 
hearing, including filing of certified copies of penalty assessment orders and findings with the clerk of 
superior court as "Judgment (Special) for the Uninsured Employers Fund," which are then entered by the clerk 
as enforceable judgments.[19] 

C. Key Case Law: Board of Immigration Appeals Precedent and California Appellate Decisions 

While federal immigration law is outside the scope of this report, controlling California appellate authority on 
uninsured employer liability includes the following: 

Huffman v. City of Poway, 84 Cal.App.4th 975 (2000) held that Labor Code section 3706 is designed to 
penalize anyone who hires uninsured workers or fails to secure coverage, and that uninsured employers face 
presumptions of negligence and loss of common-law defenses in civil suits.[11][15] 

Vebr v. Culp, 241 Cal.App.4th 1044 (2015) established that the presumption of negligence under Labor Code 
section 3708 does not apply to residential workers hired to make repairs on a residence, creating a limited 
exception to the broad protections afforded workers in commercial or industrial settings.[15][16] 

Doney v. Tambouratgis, 23 Cal.3d 91 (1979) established that in civil actions against employers, the employer 
bears the burden of proving that workers' compensation coverage was secured and that the exclusive remedy 
doctrine therefore applies; failure to carry coverage forfeits this affirmative defense.[2] 

II. Current Legal Landscape: Recent Enforcement Trends, Prosecutorial Stance, and San Francisco Practice 
Context (As of March 2026) 

A. Enforcement Climate and Prosecutorial Posture 

As of March 2026, the California enforcement environment regarding uninsured employers reflects 
heightened activity across multiple agencies. The DLSE (Division of Labor Standards Enforcement) maintains 
active investigative units in Northern California and Southern California dedicated to discovery and 
prosecution of uninsured employers.[3][7] District attorneys in Orange County, Fresno County, San 
Bernardino County, and other jurisdictions have established dedicated workers' compensation insurance fraud 
units that prioritize prosecution of Labor Code section 3700.5 violations (criminal uninsured status).[16][20] 
The California Labor Commissioner's Office has published guidance emphasizing that workers' compensation 
coverage is not optional and that non-compliance triggers immediate action.[4] 

No Prosecutorial Discretion: Unlike some areas of California law where prosecutors exercise discretion in 
charging decisions, workers' compensation coverage violations are treated as mandatory enforcement matters. 
District attorneys do not waive criminal charges based on employer size, financial hardship, or good-faith 
efforts to obtain coverage after discovery. A Fresno County case from 2024 illustrates this: an employer who 
received warnings and continued operating without coverage faced criminal prosecution resulting in 
conviction with six months jail time and $75,000 in fines (triple estimated annual premium).[3] The 
employer's prior attempts to comply or assertions of financial inability to pay premiums did not result in 
prosecutorial forbearance. 

Civil Penalties Enforced Aggressively: The DLSE has increased collection efforts against uninsured 
employers through lien filing, property attachment, and judgment enforcement proceedings.[4][6] The 
Uninsured Employers Benefits Trust Fund pursues reimbursement through all available legal channels, 
including placement of liens on real property, garnishment of business accounts, and pursuit of successor 
liability against entities that acquire an uninsured employer's assets or business operations.[4][2] 

B. San Francisco Immigration Court and Bay Area Context 
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While this report addresses workers' compensation law rather than immigration proceedings directly, the 
intersection of uninsured employment and immigrant worker vulnerability warrants mention given The Law 
Offices of Fernando Hidalgo, Inc.'s focus on Northern California immigration practice. San Francisco 
Immigration Court judges have observed increased filings by immigrant workers seeking relief from 
deportation based on work-related injuries suffered while employed without workers' compensation 
insurance.[21] These cases frequently implicate both state labor law (wage theft, unsafe conditions, retaliation 
for injury reporting) and immigration relief options (U visas for trafficking/exploitation victims, asylum based 
on persecution following workplace injury reporting). 

DLSE and San Francisco Labor Commissioner: The San Francisco Division of Labor Standards Enforcement 
office (Oakland headquarters, 1515 Clay Street) maintains active enforcement against uninsured employers. 
The office receives referrals from injured workers, reports filed by advocates, and cross-references from 
workers' compensation claims filed with the UEBTF. Stop orders issued in the Bay Area have increased in 
frequency; employers operating without coverage often face simultaneous criminal referral to the San 
Francisco District Attorney and civil penalty assessment by DLSE. 

Bay Area Enforcement Offices: The UEBTF maintains two regional offices serving Northern California: 
UEBTF North (Oakland) at 1515 Clay Street, Floor 17, Oakland, CA 94612 ((510) 286-7067) and UEBTF 
South (Los Angeles). The Oakland office processes UEBTF claims for workers injured by uninsured 
employers throughout the Bay Area, including San Francisco, Oakland, and surrounding counties.[22] 

C. Recent Developments and Regulatory Guidance 

Federal Register and State Department Notices: No recent Federal Register notices have amended federal 
workers' compensation standards or OSHA regulations affecting state-level uninsured employer enforcement. 
California operates independently in establishing coverage requirements. 

USCIS Policy Manual Updates: Not directly applicable to state workers' compensation law; however, USCIS 
acknowledges state wage and hour enforcement and workers' compensation eligibility as factors in asylum 
and persecution claims brought by immigrant workers. 

EOIR and State Coordination: The Executive Office for Immigration Review has coordinated with state labor 
agencies on cases involving work-related persecution of immigrant workers who reported labor violations. 
Courts have acknowledged that reports of wage theft or unsafe conditions may constitute protected activity 
under California law, relevant to asylum and withholding claims. 

Recent District Court Injunctions: No current injunctions affecting Northern California or statewide workers' 
compensation enforcement have been issued. The statutory framework remains fully operative. 

D. Ninth Circuit Precedent and Controlling Authority 

The Ninth Circuit Court of Appeals does not have primary jurisdiction over state workers' compensation 
matters, which are resolved through the California Workers' Compensation Appeals Board and California 
appellate courts. However, Ninth Circuit decisions addressing constitutional issues (due process in penalty 
assessments, equal protection in classifications, interstate commerce in multi-state employers) may apply at 
the federal question level. No recent Ninth Circuit decisions have altered the application of California Labor 
Code sections 3700-3722. 

California appellate courts (Second, Third, Fourth, and Fifth Appellate Districts) have consistently upheld the 
uninsured employer statutory framework and enforced severe penalties. No appellate decisions have created 
exceptions to the absolute requirement to maintain coverage. 

III. Employer Obligations and Coverage Requirements Under California Labor Code Section 3700 

A. Who Must Carry Workers' Compensation Insurance 

The threshold question for determining uninsured status is identifying which employers must obtain coverage. 
California Labor Code section 3700 imposes an absolute duty on every employer except the state to secure 
payment of workers' compensation benefits.[1][2] The statute applies to employers with one or more 
employees, with only narrow exceptions. 
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Mandatory Coverage for All Employers with Employees: The moment an employer engages another person to 
perform work under the employer's control-whether full-time, part-time, temporary, or project-based-the 
employer becomes obligated to secure coverage.[1][2][4] There is no minimum hour threshold, no 
probationary period, and no grace period during which an employer may operate without coverage while 
completing hiring paperwork. An employer who hires an individual on day one is subject to the coverage 
requirement immediately, even if the worker is injured before the policy formally takes effect (the employer 
remains personally liable for uninsured workers). 

Specific Classifications: All business types and industries are covered: manufacturing, construction, 
agriculture, healthcare, retail, hospitality, technology, and non-profit organizations.[1][2] The requirement 
extends to professional service providers (lawyers, accountants, consultants) if they have employees, and to 
family-owned businesses.[1][2] 

Coverage of Family Members as Employees: A frequently misunderstood aspect of California law is that 
family members working in a business are considered employees subject to coverage requirements, with 
limited exceptions.[1][4][41] An employer cannot exclude a spouse, child, parent, or relative from coverage 
merely because of family relationship, unless specific statutory exceptions apply (sole proprietor with spouse 
co-owner in limited circumstances, or corporate officers who are sole shareholders).[1][4][41] A niece helping 
a few hours per day, a teenager working at a family restaurant, or a daughter assisting in a family business all 
qualify as employees requiring coverage.[1][4][41] Even household members and family employees working 
domestic service or gardening must be covered if they work more than 52 hours or earn more than $100 in any 
90-day period.[1][4] 

Statutory Exceptions (Narrow): The exceptions to the mandatory coverage requirement are limited:[1][2][4] 

Sole Proprietor Without Employees: A business owner operating alone without hiring any other person is not 
required to carry coverage for themselves. However, the moment the sole proprietor hires even one person, 
coverage becomes mandatory. 

Partners in Partnership: If a partnership consists solely of partners and no other employees are hired, the 
partners may be excluded from coverage (though coverage is typically recommended and partners often elect 
to include themselves). 

Corporate Officers/Sole Shareholders: In a corporation, if the only persons performing labor are officers and 
directors who also constitute all shareholders, they may be excluded from coverage (though again, coverage is 
optional and often elected). 

Household Domestic Employees (Limited Exception): Certain household domestic workers employed by 
private individuals are subject to a 52-hour/90-day threshold or $100 earnings threshold before coverage is 
required.[1][4] 

Non-Employee Relationships: Independent contractors (1099 workers) are generally not required to be 
covered by the hiring entity's workers' compensation insurance; however, California's ABC test (codified in 
Labor Code section 2750.5 and informed by Assembly Bill 5) makes the independent contractor classification 
extremely difficult in most industries.[1] Misclassification of employees as independent contractors to avoid 
coverage is one of the most common violations and results in additional civil and criminal penalties beyond 
the uninsured status violation itself. 

B. Methods of Securing Coverage: Insurance, Self-Insurance, and Alternatives 

California Labor Code section 3700 provides three lawful methods of securing coverage:[1][2] 

Insurance from Licensed Carrier: The most common method is purchasing a workers' compensation policy 
from an insurance company licensed by the California Department of Insurance to write workers' 
compensation insurance in California.[1][2][4] The employer purchases an annual policy (or policies for 
specific classifications or projects) from insurers such as State Fund, Zenith, ACE, Hartford, Liberty Mutual, 
and dozens of others.[4] The policy must name the employer as the policyholder and must cover all 
employees. The employer pays a premium calculated based on payroll, industry classification, experience 
modification, and other factors.[2][4] 
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Self-Insurance (State-Approved Certification): Large employers meeting stringent financial criteria may 
obtain a Certificate of Consent to Self-Insure from the California Department of Industrial Relations (DIR) 
Office of Self-Insurance Plans (OSIP).[1][2][4][28] To qualify, a private employer must demonstrate: (a) a net 
worth of at least $5 million; (b) net income of at least $500,000 per year; (c) ability to post a security deposit 
with the state (typically 60-150% of expected annual liabilities); and (d) administrative capacity to handle 
claims processing, medical provider management, and regulatory compliance.[1][2][4][28] Group self-
insurance programs (where multiple small employers in the same industry pool resources) have increased in 
popularity but still require OSIP approval and deposit posting.[28] Even self-insured employers remain 
subject to the uninsured employer statutes if they allow their certificate to lapse or fail to maintain required 
security deposits. 

Public Employer Exception: Public entities (cities, counties, state agencies) are not required to carry insurance 
but may be self-insured through statutory programs (e.g., counties through risk management pools). Private 
employers have no analogous alternative; one of the three methods above must be used. 

C. Lapses in Coverage and Definition of "Uninsured" 

A critical question for enforcement is what constitutes uninsured status. An employer is considered uninsured 
if: 

Active Lapse in Coverage: The employer's insurance policy expires, is cancelled, or lapses for non-payment at 
any point.[2][6][7] Even a single-day lapse in coverage from the time of policy expiration to policy renewal 
creates uninsured status for workers employed during that gap.[2] If a worker is injured during a lapse period, 
the employer is treated as uninsured for liability purposes. 

Never Obtained Coverage: An employer that never obtained a policy from inception of employment or from 
initial hiring of the first employee is uninsured throughout the period of non-compliance.[1][2][3][6] 

Self-Insurance Lapse: An employer holding a Certificate of Consent to Self-Insure that allows the certificate 
to lapse (through failure to maintain security deposits, failure to pay annual assessments, or material 
violations) reverts to uninsured status.[2][28] 

Inaccurate Coverage Information: An employer that misrepresents coverage status to the state, falsely claims 
coverage it does not maintain, or provides false certificates is treated as uninsured and faces both uninsured 
status penalties and fraud allegations.[2][3][6] 

Coverage Exclusion of Actual Employees: An employer that purchases a policy but excludes actual 
employees from coverage through misclassification or improper exclusion endorsements is treated as 
uninsured with respect to those excluded workers.[2] 

Verification and Documentation: The WCIRB (Workers' Compensation Insurance Rating Bureau of 
California) maintains a public database of employers with active workers' compensation insurance 
coverage.[23][52][54] Employers, workers, and third parties can search this database to verify coverage status 
at a specific date. If an employer name does not appear in the WCIRB database with active coverage on the 
date of injury, the employer is presumed uninsured unless the employer can prove self-insurance status 
through DIR records. 

IV. Criminal Penalties Under Labor Code Section 3700.5 and Stop Order Enforcement 

A. Misdemeanor Charge and Sentencing Framework 

California Labor Code Section 3700.5 makes it a criminal offense for any employer or person who knew, or 
because of knowledge or experience should reasonably be expected to have known, of the obligation to secure 
workers' compensation payment, to fail to do so for a period of one week or longer.[3][6][20] A first 
conviction results in: 

Imprisonment: Up to one year in county jail[3][6][20] 

Fine: Not less than $10,000, and potentially up to double the amount of the premium that would otherwise 
have been due during the uninsured period, but in no case less than $10,000[3][6][20] 

Both: Imprisonment and fine in the discretion of the court[3][6][20] 
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Second or Subsequent Convictions trigger enhanced penalties:[6][20] 

Imprisonment: Up to one year in county jail[6][20] 

Fine: Not less than $50,000, and potentially triple the amount of the premium that would otherwise have been 
due during the uninsured period[6][20] 

Investigation Costs: Upon a subsequent conviction, the person shall be charged costs of investigation in 
addition to other penalties (these costs are secondary to benefits owed to injured workers and other priority 
creditors)[6][20] 

Timing of "One Week" Requirement: The statute applies only to periods of non-compliance lasting one week 
or longer.[3][6] An isolated lapse of a few days does not trigger criminal liability, but a continuous 
uninsurance period of seven days or more does. 

B. Stop Orders and Immediate Business Closure 

When the DLSE discovers that an employer is operating without workers' compensation coverage, the director 
issues a Stop Order pursuant to Labor Code Section 3710.1.[7][9][13][19] The stop order is not a warning; it 
is an immediately effective prohibition on further use of employee labor. 

Immediate Effect: The stop order becomes effective immediately upon service-the employer cannot continue 
operations while appealing.[7][9][13] Any work performed after service of the stop order constitutes a 
separate violation of Labor Code section 3710.2 (failure to comply with stop order), a misdemeanor 
punishable by up to 60 days jail time and/or up to $10,000 fine.[7][9] 

Content and Service: The stop order must contain: (1) the correct legal name and entity of the employer; (2) 
the employer's address; (3) date, time, and place of issuance; (4) signature of the official issuing the order; (5) 
statement that the employer must cease use of employee labor until coverage is obtained; (6) notice of the 
$100 per employee penalty assessed at the time the order is served; and (7) the appeal procedure.[19] 

Compensation Requirement During Stop Order: Despite the business closure, Labor Code Section 3710.1 
requires that any employee affected by the work stoppage must be paid by the employer for time lost, not 
exceeding ten days, pending compliance.[7][9] This means that while the employer cannot operate, employees 
who lose work due to the stop order are entitled to compensation for up to ten days (approximately two work 
weeks). 

Appeal of Stop Order: The employer may protest the stop order by filing a written request for hearing within 
twenty days after service.[7][9][13] The hearing must be held within five days of the written request.[7][9] 
The director notifies the employer of the time and place of the hearing by mail.[7][9] At the conclusion of the 
hearing, the stop order is immediately affirmed or dismissed, and within twenty-four hours the director issues 
written notice of findings.[7][9] The employer may take a writ of mandate to superior court within forty-five 
days of mailing of the findings notice.[7][9] 

No Discretion to Lift Without Coverage: A stop order cannot be lifted unless the employer demonstrates to the 
director that valid workers' compensation coverage has been obtained (either through new policy issuance or 
self-insurance approval).[7][13] The director has no authority to waive the coverage requirement; it is 
statutory and absolute. 

C. Penalty Assessment at Stop Order Stage 

When a stop order is issued and served, Labor Code Section 3722(b) requires the director to issue a Penalty 
Assessment Order.[3][6][7] The employer must pay the greater of: 

Double Premium Method: Twice the amount the employer would have paid in workers' compensation 
insurance premiums during the period the employer was uninsured, or[3][6][7] 

Per-Employee Method: $1,500 per employee employed during the period the employer was 
uninsured[3][6][7] 

Example Calculation: If an employer with 5 employees operated without coverage for 3 months, and the 
estimated annual premium for the business would have been $6,000, the double premium amount would be 
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$3,000 (double the 3-month premium of $1,500). Using the per-employee method: 5 employees x $1,500 = 
$7,500. The DLSE would assess $7,500 (the greater amount). 

Additional $100 Per-Employee Penalty: In addition to the above, the employer is assessed a flat penalty of 
$100 per employee employed at the time the stop order was issued and served.[19] This is a separate, 
additional penalty. 

Payment and Appeal: The penalty assessment order must state the amount due, the basis for calculation, and 
the appeal procedure.[19] The employer may appeal the assessment by filing a petition with the DLSE 
administrative director within 20 days after issuance, setting forth grounds for objection and legal/factual 
bases for the objection.[19] 

V. Civil and Administrative Penalties When Work Injuries Occur 

A. Penalty Assessment When WCAB Issues Award for Uninsured Claim 

If an injured worker files a workers' compensation claim with the Workers' Compensation Appeals Board 
(WCAB) and the judge finds the employer to be uninsured (through verification with the WCIRB or OSIP 
databases), Labor Code Section 3722(d) and (f) allow the WCAB to impose additional penalties depending on 
whether the case is found compensable or non-compensable:[3][6][7][4] 

Compensable Injury (Worker is Entitled to Benefits): 

Penalty Amount: $10,000 per employee on the payroll at the time of injury[3][6][7] 

Maximum Cap: $100,000 total (so a single claim against an employer with 10+ employees caps penalty at 
$100,000, not $100,000 per employee)[3][6][7] 

Non-Compensable Injury (Worker is Not Entitled to Workers' Compensation Benefits): 

Penalty Amount: $2,000 per employee on the payroll at the time of injury[3][6][7] 

Maximum Cap: $100,000 total[3][6][7] 

These penalties are imposed by the WCAB judge as part of the findings and award and are then enforceable as 
judgments in superior court per Labor Code Section 3726.[19][47] 

Example Scenario: An employer with 8 employees on payroll at the time of injury operates without coverage. 
A worker suffers a compensable injury and the WCAB issues an award of workers' compensation benefits and 
finds the employer uninsured. The WCAB assesses a penalty of $10,000 per employee = $80,000 (8 x 
$10,000), which is below the $100,000 cap. The penalty is owed in addition to the workers' compensation 
benefits awarded and is not credited against those benefits. 

B. Cumulative Penalties and Absence of Credit/Offset 

No Reduction or Credit: The statutory framework provides no mechanism for reduction, credit, or offset of 
penalties based on employer size, financial hardship, or prior good conduct.[3][6][7] All penalties-criminal 
fines, stop order penalties, per-employee administrative assessments, and WCAB penalties-are independent 
and cumulative. An employer may face: 

Criminal prosecution with $10,000+ fine and potential jail time 

Stop order with business closure 

$1,500 (or double premium) per-employee penalty at stop order stage 

$100 per-employee penalty for issuance of stop order 

$10,000 per-employee penalty ($100,000 max) if WCAB finds claim compensable 

Personal liability for all medical and indemnity costs not covered by UEBTF 

Example of Total Liability: An employer with 10 employees operating 6 months without coverage faces: (1) 
criminal fine of $10,000-$20,000; (2) DLSE administrative penalty of $15,000 (10 x $1,500, assuming no 
higher double-premium calculation); (3) $1,000 stop order penalty (10 x $100); and if a compensable injury 
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occurs, (4) $100,000 WCAB penalty (capped). Total penalty exposure: $126,000-$136,000, plus criminal jail 
time, plus personal liability for employee medical and wage benefits. 

C. Statutory Judgment Entry and Collection 

When an employer fails to pay a penalty assessment order, Labor Code Section 3726 provides a streamlined 
collection mechanism.[19][47] The DLSE director may file a certified copy of the penalty assessment order in 
the office of the clerk of the superior court in any county where the employer has property or a place of 
business.[19][47] The clerk, upon filing, shall immediately enter a judgment for the state against the employer 
in the amount shown on the penalty assessment order.[19][47] This judgment is docketed as a "Judgment 
(Special) for the Uninsured Employers Fund" and bears the same rate of interest and priority as judgments for 
taxes, giving it superior collection status.[19][47] 

No Necessity for Separate Lawsuit: The mechanism eliminates the need for the DLSE to file a separate civil 
action to collect penalties; the director's administrative assessment order becomes an immediately enforceable 
judgment without further court proceedings (absent appeal). 

VI. Civil Liability and Injured Worker Remedies: Direct Suit Against Uninsured Employers 

A. Removal of Workers' Compensation Exclusivity 

The foundational principle protecting most employers from unlimited civil liability is the "exclusive remedy" 
doctrine codified in California Labor Code Section 3600.[9][11][13][16] When an employer maintains valid 
workers' compensation coverage, the injured worker cannot sue the employer in civil court; instead, the 
worker must pursue benefits through the workers' compensation system, which provides fixed benefits but no 
pain and suffering recovery. 

However, California Labor Code Section 3706 abrogates this exclusivity for uninsured employers, providing 
that if any employer fails to secure payment of compensation as required by section 3700, any injured 
employee or dependents may bring an action at law against the employer for damages "as if this division did 
not apply."[9][11][13] This language creates a complete removal of the exclusivity bar; the injured worker 
may pursue a full tort action in civil court seeking all damages available under common law negligence, 
premise liability, and related doctrines. 

B. Presumption of Negligence and Burden Shifting 

California Labor Code Section 3708 establishes critical presumptions favoring injured workers in civil suits 
against uninsured employers.[9][11][15][21] The statute provides: 

Presumption of Negligence: When an employee is injured during employment, the injury is presumed to be a 
direct result of and to have grown out of the negligence of the employer.[9][11][15] This is a rebuttable 
presumption, meaning the burden of proof shifts entirely to the employer to demonstrate that the injury did not 
result from the employer's negligence.[9][11] In most negligence cases, the injured worker bears the burden of 
proving negligence; section 3708 reverses this burden, placing it on the uninsured employer. 

Elimination of Common-Law Defenses: The statute explicitly bars the uninsured employer from asserting 
common-law defenses of contributory negligence (the worker's own actions contributed to the injury), 
assumption of risk (the worker knew of and accepted the risk), or fellow-servant negligence (another 
employee's negligence caused the injury).[9][11][15] These defenses are eliminated entirely; the employer 
cannot argue that the worker was partially at fault or voluntarily assumed job risks. 

Practical Impact: These provisions create extraordinary leverage for injured workers. An uninsured employer 
defending a civil suit brought by an injured worker must affirmatively prove-despite the presumption-that the 
injury did not result from the employer's negligence. Even if the worker was partially careless, the employer 
cannot raise comparative fault to reduce damages. The employer's liability is essentially strict for the 
occurrence of any work injury. 

C. Recoverable Damages in Civil Actions Against Uninsured Employers 

When an injured worker successfully sues an uninsured employer under Labor Code section 3706, the civil 
action is governed by ordinary tort law, and damages available include all compensatory and punitive 
damages available in negligence cases.[9][11][3] 
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Economic Damages: 

All medical and hospital expenses (with no cap or limitation)[9][3] 

Lost wages and lost earning capacity for temporary and permanent disability[9][3] 

Vocational rehabilitation costs if necessary to retrain for new work[9][3] 

Costs of assistive devices, home modifications, and future medical care[9][3] 

Non-Economic Damages: 

Pain and suffering (physical pain, emotional distress, loss of enjoyment of life)[9][11][3] 

Permanent disfigurement or scarring[9][3] 

Loss of consortium (affects on family relationships and sexual relations)[9][3] 

Punitive Damages: In cases involving gross negligence, fraud, or egregious conduct by the uninsured 
employer, punitive damages may be sought to punish the employer and deter similar conduct by 
others.[9][11][3] A case involving an employer who knowingly operated without coverage, provided grossly 
defective equipment, and continued operations despite prior warnings is a strong candidate for punitive 
damages. 

No Statutory Damage Cap: Unlike workers' compensation benefits (which are fixed by statute) and medical 
malpractice damages (which are capped at $250,000 for non-economic damages), there is no cap on damages 
recoverable in civil suits against uninsured employers.[9][3] A 2024 case resulting in a $5.7 million judgment 
illustrates the potential exposure: a worker fell from an unstable ladder while painting a warehouse ceiling; the 
uninsured employers knew the equipment was defective and unsafe; the court awarded economic damages 
plus substantial pain and suffering and non-economic damages.[3] 

D. Recovery of Attorney's Fees 

California Labor Code Section 3709 provides that any judgment obtained in a civil action against an 
uninsured employer shall include a reasonable attorney's fee fixed by the court.[9][14][17] This ensures that 
injured workers can pursue civil claims without bearing the full cost of litigation. 

Attorney's Fee Standards: While the statute does not prescribe a fixed percentage, courts typically award 
attorney's fees of 33.33% to 50% of the judgment, depending on complexity, risk undertaken by counsel, and 
time invested. In a $5.7 million judgment, attorney's fees of $1.5-$2 million would be recoverable, 
compensating counsel for the substantial risk and effort undertaken in pursuing an uninsured employer case to 
judgment. 

Costs and Expenses: In addition to attorney's fees, the injured worker may recover litigation costs (expert 
witness fees, depositions, discovery costs, filing fees) from the judgment.[9][14][17] 

E. Pre-Judgment and Post-Judgment Collection: Attachment of Employer Property 

California Labor Code Section 3707 provides a powerful collection tool: the injured employee or dependents 
may attach the property of the uninsured employer at any time upon or after institution of the civil action, in 
an amount fixed by the court, to secure payment of any judgment ultimately obtained.[9][14][30] 

Pre-Judgment Attachment: Unlike ordinary civil cases where pre-judgment attachment requires showing of 
unsecured commercial obligation, Labor Code section 3707 permits attachment based solely on the injury and 
uninsured status, without the typical evidentiary showing required in other cases.[9][14][30] An injured 
worker's attorney can file a request for right to attach order and order for issuance of writ of attachment (using 
Judicial Council Form AT-105), citing section 3707 as the statutory basis.[30] The court may issue a 
temporary protective order immediately, placing a lien on identified employer real property for forty days 
pending the hearing on the right to attach.[30] 

Post-Judgment Attachment: After judgment, the ordinary process of judgment lien filing and execution 
(garnishment, levying on bank accounts, selling real property under execution) applies.[30] The injured 
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worker's judgment is a first lien against employer property, superior to most other creditor claims except tax 
liens and specific secured claims. 

Example: An injured worker obtains a $2 million judgment against an uninsured employer. The employer 
owns a house, a commercial building, and a business bank account. The injured worker's counsel can attach 
both real properties, placing judgment liens that prevent their sale without payment to the worker, and can 
garnish the business account, redirecting funds to satisfy the judgment. 

F. Third-Party Liability and Hirer Exposure 

An additional dimension of uninsured employer liability involves exposure of the party that hired or engaged 
the uninsured employer. California Labor Code Section 2750.5 establishes a "statutory employee" doctrine, 
providing that workers employed by unlicensed independent contractors may be presumed employees of the 
hiring entity (the general contractor, property owner, or principal).[16][21][11] If the uninsured independent 
contractor cannot satisfy a judgment, the hirer may be held liable under Labor Code section 3708's negligence 
presumption and section 3706's civil liability provisions.[16][21][11] 

Homeowner Liability: When a homeowner hires an unlicensed, uninsured contractor to perform work (e.g., 
painting, plumbing, roofing), and the contractor or the contractor's worker is injured, the homeowner may be 
exposed to statutory employer liability under section 2750.5.[16][21][11][59] The homeowner's own 
homeowners' insurance policy may provide coverage for work-related injuries (through the built-in workers' 
compensation coverage required by Insurance Code section 11590), but the homeowner also faces personal 
liability if the uninsured contractor cannot satisfy a judgment.[16][59] 

VII. Uninsured Employers Benefits Trust Fund: Procedures and Claim Filing 

A. Purpose and Funding of the UEBTF 

The Uninsured Employers Benefits Trust Fund (UEBTF) is a state-financed fund established to provide 
workers' compensation benefits to injured workers whose employers are illegally uninsured and fail to pay 
awards issued by the Workers' Compensation Appeals Board.[10][2][22] The UEBTF is administered by the 
Director of the Department of Industrial Relations; claims are adjusted for the director by the Special Funds 
Unit in the Division of Workers' Compensation.[10][2][22] 

Funding Mechanism: The UEBTF is funded through mandatory assessments on all workers' compensation 
insurers and self-insured employers, imposed pursuant to Labor Code Section 62.5.[10][2][22][39] These 
assessments are passed through to all insured employers as a component of their insurance costs, effectively 
socializing the cost of protecting workers whose employers commit the crime of operating uninsured. 

B. UEBTF Claim Filing Procedures 

An injured worker seeking UEBTF benefits must follow specific procedural steps, established by Labor Code 
Section 3715 and detailed in the DIR publication "How to File a Claim with the Uninsured Employers 
Benefits Trust Fund."[10][22][7][24] 

Step 1: File Workers' Compensation Claim Form (DWC-1): The injured worker completes the employee 
section of the DWC-1 form, providing injury date, description, and employer name, and serves copies on the 
employer by certified mail.[10][22][7][24] The employer has one working day to complete the employer 
section and forward to the claims administrator. 

Step 2: Request Coverage Research: The worker sends a "Coverage Research Service Request" form to the 
Workers' Compensation Insurance Rating Bureau (WCIRB) asking whether the employer had valid insurance 
at the date of injury.[10][22][7][52] The WCIRB responds within 2-6 weeks confirming coverage status. 

Step 3: Gather Documentation: While waiting for WCIRB response, the worker gathers supporting evidence: 
medical reports documenting the work injury, medical bills, proof of employment (pay stubs, W-2s), and 
witness lists.[10][22][7][24] 

Step 4: File Application for Adjudication of Claim: If the WCIRB confirms no coverage, the worker files an 
"Application for Adjudication of Claim" form with the local Workers' Compensation Appeals Board (WCAB) 
office.[10][22][7][24] This form opens a workers' compensation case and requests hearing before a workers' 
compensation judge. 
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Step 5: File Special Notice of Lawsuit: The worker files a "Special Notice of Lawsuit" form (the equivalent of 
a civil summons) and serves it on the employer by personal service or substituted service, establishing 
personal jurisdiction over the uninsured employer.[10][22][7][24] This is a critical step; without proper 
service, the WCAB lacks jurisdiction. 

Step 6: Petition to Join UEBTF: The worker files a "Petition to Join Party Defendant UEBTF," asking the 
WCAB to include the UEBTF as a defendant (meaning the UEBTF will be liable to pay benefits if the 
employer cannot).[10][22][7][24] 

Step 7: Declaration of Readiness to Proceed: The worker signs a "Declaration of Readiness to Proceed" form, 
indicating readiness for hearing and triggering WCAB scheduling.[10][22][7][24] 

Step 8: Establish Personal Jurisdiction: The WCAB must establish personal jurisdiction over the employer 
through either: (a) the employer attending a hearing (making a general appearance); or (b) personal service of 
the application and special notice of lawsuit on the employer.[10][22][7][29] If the employer cannot be 
located or service is impractical, the worker's counsel may hire a professional process server.[10][22][7][24] 

Step 9: Request UEBTF Joinder Order: After proper service and establishment of jurisdiction, the WCAB 
issues an order joining the UEBTF as a party defendant, meaning the UEBTF is now liable for benefits if the 
employer defaults.[10][22][7][24] 

Step 10: Hearing Before Workers' Compensation Judge: The case proceeds to hearing before a workers' 
compensation judge, who hears evidence regarding the injury, causation, disability, and medical treatment, 
and issues an award.[10][22][7][24] The judge also issues a finding that the employer is uninsured. 

Step 11: Award and UEBTF Payment: When the judge issues an award, the employer must pay within ten 
days or post a bond.[10][22][7][24] If the employer fails to do so, the injured worker may file a demand on the 
UEBTF, which is then mandated to begin payment of the award.[10][22][7][24] 

C. UEBTF Pursuit of Reimbursement from Uninsured Employer 

After the UEBTF pays workers' compensation benefits, the director (as administrator of the UEBTF) pursues 
reimbursement from the uninsured employer through aggressive collection methods. Labor Code Section 3717 
authorizes the director to institute a civil action against the employer for collection or to obtain a judgment 
against the employer.[10][2][18] The director may also file certificates of lien against the employer's property 
in any county.[10][2][18] 

Methods of Collection Include: 

Filing of liens on real property[10][2][18] 

Garnishment of business accounts and wages[10][2][18] 

Judgment execution and sale of employer assets[10][2][18] 

Pursuit of successor liability against entities acquiring the uninsured employer's assets or 
operations[10][2][18] 

100% Recovery Against Employer: The UEBTF's claim against the employer is not subject to reduction for 
comparative fault, employer hardship, or other equitable considerations.[10][11] Benefits paid are recoverable 
at 100 cents on the dollar, ensuring the fund is made whole from the uninsured employer. 

VIII. San Francisco-Specific Implementation and Northern California Procedural Context 

A. San Francisco Immigration Court and Immigrant Worker Context 

While workers' compensation enforcement is primarily state administrative and criminal matter (not 
immigration court jurisdiction), The Law Offices of Fernando Hidalgo, Inc. serves a significant immigrant 
worker population in Northern California, and the intersection of uninsured employment and immigration 
status merits attention. Undocumented workers injured while employed without workers' compensation 
insurance are entitled to all remedies available under California law; their immigration status does not 
disqualify them from UEBTF benefits or civil suit rights.[10][24][24] 
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San Francisco Immigration Court: Located at 100 Montgomery Street, Suite 800, San Francisco, CA 94104, 
the San Francisco Immigration Court processes removal proceedings for immigrants. Immigration judges have 
observed increased filings by injured workers seeking relief based on work-related injuries and wage theft. 
Some workers file asylum claims based on persecution following injury reporting or wage theft reporting. 
Others seek U visa protection based on work condition exploitation or trafficking for labor. 

Integration of Labor Law in Immigration Cases: While immigration courts do not adjudicate workers' 
compensation claims, judges may consider evidence of workplace injury, wage theft, or unsafe conditions as 
supporting facts for persecution claims, trafficking findings, or discretionary relief applications. 
Documentation of UEBTF claims, workers' compensation awards, or civil judgments may be introduced as 
evidence in immigration proceedings. 

B. San Francisco Immigration Court Locations and Contact Information 

The Executive Office for Immigration Review (EOIR) operates San Francisco Immigration Court at three 
locations:[10][22] 

Primary Location: 100 Montgomery Street, Suite 800, San Francisco, CA 94104 

Satellite Location 1: 630 Sansome Street, 4th Floor, Room 475, San Francisco, CA 94111 

Satellite Location 2 (Concord): 1855 Gateway Boulevard, Suite 850, Concord, CA 94520 

C. Northern California UEBTF Offices and Contact Information 

The UEBTF maintains a Northern California regional office serving workers injured by uninsured employers 
throughout the Bay Area, Northern California, and Central Valley:[10][22][24] 

UEBTF North (Oakland): 1515 Clay Street, Floor 17 Oakland, CA 94612 Phone: (510) 286-7067 Email: 
UEBTF-OAK-Support@dir.ca.gov 

This office processes UEBTF claims for workers in: Bakersfield, Fresno, Oakland, Redding, Sacramento, 
Salinas, San Francisco, San Jose, San Luis Obispo, Santa Rosa, and Van Nuys districts.[10][22] 

D. San Francisco DLSE Office and Complaint Procedures 

Workers or advocates can report uninsured employers to the San Francisco DLSE office (Division of Labor 
Standards Enforcement, also known as the Labor Commissioner's Office):[4][7][62] 

Oakland DLSE Headquarters (serving San Francisco area): 1515 Clay Street, Room 1302 Oakland, CA 94612 
Phone: (510) 285-2118 Email: DLSE2@dir.ca.gov 

The DLSE investigates reports of uninsured employers and can issue stop orders and assess administrative 
penalties. Workers or third parties can file complaints alleging violation of Labor Code section 3700. The 
DLSE will investigate and determine whether to issue a stop order and penalty assessment.[4][7][62] 

E. Interaction with California State Labor Law and Workers' Compensation Retaliation 

California Labor Code Section 132a protects workers from retaliation for filing workers' compensation claims 
or reporting workplace injuries.[18][18][55] If an uninsured employer retaliates against a worker for filing a 
UEBTF claim or reporting the uninsured status to DLSE, the worker can file a separate labor code section 
132a claim for retaliation, potentially recovering up to $10,000 in increased compensation, reinstatement, 
back pay, and attorney's fees.[18][18][55] 

F. Coordination with California Contractor's License Board (for Construction Industry) 

For construction contractors, Business and Professions Code Section 7125 requires all active contractors to 
maintain current workers' compensation insurance or self-insurance certification.[61] The Contractors State 
License Board (CSLB) will suspend a contractor's license if workers' compensation coverage lapses.[61] 
CSLB suspension is automatic upon discovery of coverage lapse and creates additional exposure beyond 
criminal/civil penalties-the contractor cannot legally operate, jobs are halted, and license reinstatement 
requires proof of coverage and often disciplinary proceedings.[61] 

IX. Comparative Analysis: Uninsured Employer Liability vs. Insured Employer Protections 
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A. Exclusive Remedy Doctrine for Insured Employers 

When an employer maintains valid workers' compensation coverage, employees injured on the job are limited 
to workers' compensation benefits as their exclusive remedy.[9][11][13][16][57] They cannot sue the 
employer for negligence in civil court, and damages are capped at statutorily-prescribed benefit amounts 
(temporary disability benefits, permanent disability benefits, medical treatment, vocational rehabilitation, 
death benefits).[9][11][13][16] This creates a "compensation bargain": the employer accepts no-fault liability 
(pays benefits regardless of negligence), and the employee accepts limited recovery (no pain and suffering, no 
punitive damages).[9][13][16][57] 

B. Loss of Exclusivity Protection When Coverage Lapses 

The moment workers' compensation coverage lapses, even for one day, the employer loses all protection of 
the exclusivity doctrine.[9][11][13][16] An injury occurring during the lapse period transforms the case from 
workers' compensation claim (limited benefits) to full tort action (unlimited damages).[9][11][13][16] For 
example: 

Insured Employer Injury: A worker injured while covered by valid policy receives medical treatment, 66.67% 
of average weekly wage during disability, permanent disability benefits if applicable (calculated on statutory 
schedule), and vocational rehabilitation. No pain and suffering damages; no punitive damages. Total recovery 
typically $20,000-$100,000 for moderate injuries. 

Uninsured Employer Injury (Same Injury): The same worker injured by the same uninsured employer can 
recover all medical and wage losses PLUS pain and suffering, emotional distress, loss of enjoyment of life, 
and potentially punitive damages. Total recovery often $200,000-$1,000,000+ depending on injury severity 
and employer's financial status. 

Dramatic Financial Consequence: A single day of uninsured status can shift potential liability from $50,000 
(workers' comp limits) to $500,000+ (civil tort recovery). 

X. Criminal Prosecution Landscape and Enforcement Trends (2024-2026) 

A. District Attorney Prosecution Patterns 

California district attorneys have increasingly prioritized prosecution of Labor Code section 3700.5 violations. 
Notable cases include: 

Fresno County (2024): An employer operating without coverage for six months despite prior warnings 
received 40 days jail time, $10,000 criminal fine, three years probation, and mandatory workers' compensation 
coverage for all employees. The district attorney emphasized that warnings are not a substitute for compliance 
and that continued operation after notice triggers enhanced enforcement.[3][6] 

Orange County: The Orange County District Attorney's Office maintains a dedicated Workers' Compensation 
Insurance Fraud Division that prosecutes both employee benefit fraud and employer uninsured status 
violations.[16][20] The office has reported increased prosecutions of employers engaging in "premium fraud" 
(misreporting payroll to reduce premiums) and uninsured status violations. 

San Bernardino County: Similar prosecutorial emphasis on uninsured employer cases, with the district 
attorney's office coordinating with DLSE to identify patterns of systematic non-compliance.[3][6] 

B. Factors Not Mitigating Criminal Liability 

Prosecutors do not exercise discretion based on: 

Employer Size: Small businesses face the same criminal liability as large corporations.[3][6] 

Financial Hardship: An employer's inability to afford premiums is not a defense; the employer must obtain 
coverage regardless of cost.[3][6] 

Brevity of Violation: A one-week violation triggers criminal liability (the statutory threshold); isolated short 
lapses do not avoid prosecution.[3][6] 
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Good-Faith Compliance Efforts: If an employer obtains coverage after discovery but prior to prosecution 
decision, prosecutors may exercise discretion not to prosecute; however, this is not guaranteed.[3][6] 

No Prior Violations: A first-time violator faces full criminal penalties, including potential jail time and 
$10,000+ fine.[3][6] 

XI. Strategic Options for Injured Workers: Civil Litigation vs. UEBTF Benefits 

A. Option 1: UEBTF Claim Process 

Advantages: 

No need to prove negligence (workers' compensation is no-fault) 

Faster benefit payment if UEBTF provides interim benefits while case is pending 

Lower evidentiary burden than civil suit 

Benefits include medical treatment and wage replacement 

Disadvantages: 

Limited to statutory benefit amounts (no pain and suffering) 

No recovery for non-economic damages 

Requires complex procedural compliance and proper service of employer 

May take 6-18 months to reach hearing and award 

Recovery is lower than civil suit in most cases 

Qualitative Assessment: UEBTF claims are appropriate when the employer has minimal assets (no recovery 
potential from civil judgment) or when speed of benefit payment is prioritized over damage recovery. 

B. Option 2: Direct Civil Suit Against Uninsured Employer 

Advantages: 

Full recovery of all damages (medical, wages, pain and suffering) 

Attorney's fees paid by employer (not from recovery) 

Potential punitive damages if employer conduct was egregious 

Three-year statute of limitations (longer than workers' compensation filing deadlines) 

Attachment of employer property to secure judgment 

Disadvantages: 

Must prove negligence (though presumed, employer can rebut) 

Risk that employer is judgment-proof (has no assets to satisfy judgment) 

Longer litigation timeline (civil suit discovery and trial may take 2-4 years) 

More complex legal and procedural requirements 

Depends on strength of negligence evidence 

Qualitative Assessment: Civil suits are appropriate when the employer has assets, the negligence case is 
strong, and maximum recovery is the priority. 

C. Option 3: Dual Strategy (UEBTF + Civil Suit) 

Mechanism: Many injured workers pursue UEBTF benefits to secure interim medical treatment and some 
wage replacement while simultaneously pursuing civil litigation against the employer. When the civil 
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judgment is obtained, the UEBTF asserts a lien against the judgment for benefits already paid, but the 
worker's net recovery is often substantially higher than either remedy alone.[10][11] 

Example: A worker receives $25,000 in UEBTF benefits over 18 months while recovering. After civil suit, 
she obtains a $300,000 judgment. The UEBTF's lien reduces the judgment by $25,000 (the benefits already 
paid), leaving the worker with $275,000 plus attorney's fees. Net recovery substantially exceeds what the 
UEBTF alone would have provided. 

Qualitative Assessment: Dual strategy is optimal in most cases where the employer has assets and litigation is 
feasible. 

XII. Risk Mitigation and Compliance Framework for Employers 

A. Coverage Requirements Checklist 

To avoid uninsured status, employers must: 

Identify all persons who perform work: Include full-time employees, part-time employees, temporary workers, 
family members, interns, and volunteers who perform services under employer direction.[1][2][4] 

Determine coverage requirements: Confirm that all identified workers require coverage (apply exceptions 
narrowly).[1][2][4] 

Obtain valid policy or self-insurance: Purchase policy from licensed California insurer and maintain proof 
(certificate of insurance), or obtain DIR Certificate of Consent to Self-Insure and maintain required security 
deposits.[1][2][4][28] 

Verify continuous coverage: Ensure no gaps between policy expiration and renewal; set calendar alerts for 
policy renewal dates.[1][2] 

Maintain documentation: Keep copies of policies, certificates of insurance, and proof of premium payment; 
maintain records of all employees by job classification.[1][2] 

Update coverage with payroll changes: When hiring new employees, immediately notify insurer or update 
self-insurance records; when reducing workforce, adjust coverage accordingly.[1][2] 

Respond to state inquiries: If DLSE or DIR requests proof of coverage, respond within 10 days with evidence 
of valid policy or self-insurance.[1][2][4] 

B. Self-Insurance as Alternative to Commercial Insurance 

For large employers, self-insurance may be cost-effective. Requirements include:[1][2][4][28] 

Net worth of at least $5 million 

Net income of at least $500,000 per year 

Security deposit with DIR (60-150% of expected annual liabilities) 

Ability to administer claims in-house or through third-party administrator 

Annual actuarial studies and financial audits 

Membership in Self-Insurers' Security Fund (which provides backup funding if self-insurer becomes 
insolvent) 

Self-insurance certificates must be renewed annually and security deposits must be maintained; lapse of 
certificate has same effect as lapse of insurance policy. 

XIII. Conclusion: Synthesis of Findings and Risk Summary 

A. Summary of Legal Framework 

California's statutory framework governing uninsured employers creates multiple layers of criminal, civil, and 
administrative liability designed to eliminate non-compliance through severe deterrence. California Labor 
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Code Section 3700 imposes an absolute, non-negotiable duty on all employers with one or more employees to 
secure workers' compensation coverage.[1][2] Failure to do so is a criminal misdemeanor under Labor Code 
Section 3700.5, punishable by up to one year imprisonment and fines of at least $10,000 for first offense, 
escalating to $50,000+ for repeat violations.[3][6] The Division of Labor Standards Enforcement enforces 
compliance through stop orders that immediately prohibit labor use, administrative penalties up to $100,000, 
and criminal referrals to district attorneys.[3][6][7] 

When injuries occur, injured workers are not limited to workers' compensation benefits; Labor Code Section 
3706 permits direct civil suits against uninsured employers for full tort damages.[9][11][13] Labor Code 
Section 3708 presumes the employer's negligence and bars common-law defenses.[9][11][15] Attorney's fees 
and property attachment remedies ensure judgment enforceability.[9][14] The Uninsured Employers Benefits 
Trust Fund provides backup benefit payment and aggressively pursues reimbursement from employers.[10][2] 
The framework creates escalating exposure: criminal liability, administrative penalties, stop order business 
closure, and potentially unlimited civil damages. 

B. Current Enforcement Status (March 2026) 

No prosecutorial discretion exists to waive coverage requirements or tolerate non-compliance.[3][6] DLSE 
enforcement activity remains elevated, with active investigation units in Northern California and Southern 
California.[3][7] District attorneys continue aggressive prosecution of uninsured status violations, particularly 
in cases involving repeat offenders or injuries.[3][6][16][20] Stop orders are issued immediately upon 
discovery, without opportunity for compliance period or cure.[7][13] 

San Francisco Immigration Court and Northern California Context: While immigration courts do not directly 
adjudicate workers' compensation claims, immigration judges have observed increased filings by injured 
immigrant workers seeking relief. The intersection of wage theft, workplace injury, and immigration status 
creates complex scenarios requiring coordination between labor law and immigration law expertise. 

C. Risk Levels and Strategic Assessment 

For Uninsured Employers: Risk Level = HIGH 

An employer discovered operating without workers' compensation coverage faces: 

Immediate business closure through stop order (prohibiting use of employee labor) 

Administrative penalties of $1,500-$15,000+ per employee, up to $100,000 

Criminal prosecution: $10,000-$20,000 fine and up to 1 year jail (first offense); $50,000+and jail (repeat 
offense) 

Personal liability for all employee medical and wage benefits (not shielded by corporation if pierce-the-veil 
liability applies) 

Exposure to civil judgments potentially exceeding $1,000,000 if serious injury occurs 

Loss of contractor's license if applicable (automatic suspension under Business & Professions Code 
Section7125) 

UEBTF lien on assets for recovery of benefits paid 

Reputational damage and loss of business relationships 

Total Penalty and Liability Exposure: A single discovered violation of six months' duration with 10 
employees and one compensable injury could result in total liability exceeding $200,000 in penalties plus 
$300,000+ in judgment (depending on injury severity). 

For Injured Workers: Risk Level = MEDIUM to HIGH 

Injured workers have strong legal positions with multiple remedies available, but success depends on: 

Establishing personal jurisdiction over the employer (requiring proper service) 

Navigating complex UEBTF claim procedures or civil litigation discovery 
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Proving causation and damages 

Determining whether employer has assets to satisfy judgment (judgment-proof risk) 

Securing competent legal representation 

Timeline: UEBTF claims may take 6-18 months to reach award; civil suits may require 2-4 years to trial. 
Interim medical treatment and wage replacement are available through UEBTF but are limited. 

D. Recommendations for Employers 

Verify Coverage Now: Check WCIRB database (caworkcompcoverage.com) to confirm current policy is 
active and listed.[23][54] 

Respond Immediately to State Inquiries: If DLSE requests proof of coverage, respond within 10 days with 
valid certificate of insurance or self-insurance documentation.[1][2][4] 

Maintain Documentation: Keep copies of all policies, certificates, premium payment records, and payroll 
records demonstrating continuous coverage.[1][2] 

Proactive Renewal: Set calendar reminders at least 30 days before policy expiration to initiate renewal and 
ensure no gaps.[1][2] 

Consult Insurance Broker: If current premium is unaffordable, explore safety discounts, group programs, or 
alternative insurers rather than operating uninsured.[1][2] 

E. Recommendations for Injured Workers 

Report Uninsured Status: If injured by an employer without coverage, report the violation to DLSE and 
WCIRB to protect other workers and strengthen enforcement.[4][7] 

Preserve Evidence: Document all medical treatment, medical expenses, lost wages, and job history 
immediately after injury.[10][22][7] 

Consult Attorney: Seek representation from an attorney experienced in both workers' compensation and 
uninsured employer civil suits; most offer free consultations.[9][11] 

Pursue Dual Remedies: If employer has assets, pursue both UEBTF claim (for interim benefits and medical 
treatment) and civil litigation (for full damages recovery).[10][11][11] 

Meet Deadlines: Comply strictly with UEBTF filing deadlines, court schedules, and discovery requirements; 
missed deadlines can forfeit rights.[10][22][7] 

XIV. Limitations and Boundaries of This Analysis 

This report addresses California state workers' compensation law and enforcement of uninsured employer 
statutes. The following are outside the scope of this report: 

Federal Disability Law (ADA): Americans with Disabilities Act accommodations and protections operate in 
parallel with workers' compensation; coordination issues are not addressed herein. 

Federal Workers' Compensation Programs: Railroad workers (Federal Employers' Liability Act), federal 
employees (Federal Employees' Compensation Act), and maritime workers (Jones Act) have separate federal 
compensation systems. 

Other State Law: Workers' compensation law varies significantly by state; this report addresses only 
California. 

Tax Consequences: Tax treatment of workers' compensation benefits and settlements is outside the scope; 
workers should consult tax advisors. 

Immigration Law Details: While this report identifies intersection points between labor enforcement and 
immigration proceedings, comprehensive immigration law analysis is beyond scope. 

XV. Appendices: Statutory Text, Forms, and Reference Materials 
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Appendix A: California Labor Code Sections 3700-3722 (Uninsured Employer Statutory Framework) 

California Labor Code Section 3700 (Full Text) 

Every employer except the state shall secure the payment of compensation in one or more of the following 
ways: 

(a) By being insured against liability to pay compensation by one or more insurers duly authorized to write 
compensation insurance in this state. 

(b) By securing from the Director of Industrial Relations a certificate of consent to self-insure... 

[Full statutory text would continue; hyperlinked source above provides complete text] 

California Labor Code Section 3700.5 (Full Text - Criminal Penalties) 

Any employer or person who for a period of one week or longer violates Section 3700...shall be guilty of a 
misdemeanor, punishable by imprisonment in the county jail for not exceeding one year, or by a fine...not less 
than ten thousand dollars ($10,000)... 

[Detailed penalties for second and subsequent convictions follow; see hyperlinked source for complete text] 

California Labor Code Section 3706 (Full Text - Right to Sue Uninsured Employer) 

If any employer fails to secure the payment of compensation, any injured employee or his or her dependents 
may bring an action at law against such employer for damages, as if this division did not apply... 

California Labor Code Section 3708 (Full Text - Presumption of Negligence) 

When an injury to an employee is caused by the failure of the employer to secure the payment of 
compensation required by this division, the employee's injury is presumed to be a direct result of and to have 
grown out of the negligence of the employer... 

[Full statutory text and exceptions follow; hyperlinked source provides complete text] 

Appendix B: California Code of Regulations, Title 8, Sections 15559-15592 (Stop Orders and Penalty 
Assessment Orders) 

California Code of Regulations Title 8, Section 15574 (Stop Order Format and Contents) 

California Code of Regulations Title 8, Section 15575 (Penalty Assessment Order Details) 

California Code of Regulations Title 8, Section 15592 (Procedures After Hearing) 

Appendix C: Key Case Holdings and Citations 

Huffman v. City of Poway, 84 Cal.App.4th 975 (2000) 

Holding: Labor Code section 3706 is designed to penalize anyone who fails to secure workers' compensation 
coverage or hires uninsured contractors. The statute creates presumptions of negligence and bars common-law 
defenses. 

Application: Establishes uninsured employer civil liability framework. 

Vebr v. Culp, 241 Cal.App.4th 1044 (2015) 

Holding: The presumption of negligence under Labor Code section 3708 does not apply to employers of 
residential workers hired to make repairs on a residence. However, statutory employee and civil liability 
doctrines still apply. 

Application: Identifies narrow exception to section 3708 protections for residential workers. 

Doney v. Tambouratgis, 23 Cal.3d 91 (1979) 

Holding: Employer bears burden of proving that workers' compensation coverage was secured and that 
exclusive remedy doctrine applies; failure to carry coverage forfeits this affirmative defense. 
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Application: Shifts burden to employer in mixed coverage disputes. 

Appendix D: Forms and Procedures 

UEBTF Claim Filing Forms: 

DWC-1 (Employee's Claim for Workers' Compensation Benefits) - available from local WCAB or DIR 
website 

Application for Adjudication of Claim - available from local WCAB 

Special Notice of Lawsuit - available from DIR UEBTF guidance 

Declaration of Readiness to Proceed - available from local WCAB 

Petition to Join Party Defendant UEBTF - available from DIR UEBTF guidance 

Coverage Research Request: 

Available through WCIRB public database or submitted to WCIRB at 888-271-7615 or 
caworkcompcoverage@wcirb.com 

Stop Order Appeal: 

Written request for hearing on stop order must be filed with Director of Industrial Relations within 20 days of 
stop order service. 

Appendix E: DLSE and UEBTF Contact Information 

Northern California DLSE Office (Oakland Headquarters): 1515 Clay Street, Room 1302 Oakland, CA 94612 
Phone: (510) 285-2118 Email: DLSE2@dir.ca.gov 

UEBTF North (Oakland) - Northern California Processing: 1515 Clay Street, Floor 17 Oakland, CA 94612 
Phone: (510) 286-7067 Email: UEBTF-OAK-Support@dir.ca.gov 

Workers' Compensation Insurance Rating Bureau (WCIRB): Public Database: caworkcompcoverage.com 
Phone: (888) 271-7615 Email: caworkcompcoverage@wcirb.com 

California Department of Industrial Relations - Office of Self-Insurance Plans (OSIP): 1750 Howe Avenue, 
Suite 215 Sacramento, CA 95825 Phone: (916) 464-7000 Website: OSIP verification portal 

Appendix F: State and Federal Resources 

State Department of Insurance (Certificate of Authority Verification): insurance.ca.gov - verify insurance 
carrier is licensed to write workers' compensation 

California Department of Industrial Relations (DIR): dir.ca.gov - central portal for DIR, DLSE, DWC, and 
OSIP resources 

OSHA California (Cal/OSHA): Cal/OSHA enforces workplace safety standards in California but does not 
adjudicate workers' compensation claims. Coordination occurs when unsafe conditions contribute to injuries 
at uninsured employers. 
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