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MINUTES 

ASSEMBLY COMMERCE COMMITTEE 

April 4, 1977 

Members Present 

Chairman Harmon 
Vice Chairman Mello 
Mr. Barengo 
Mr. Demers 
Mrs. Hayes 
Mr. Moody 
Mr. Price 
Mr. Sena 
Mr. Weise 

Guests Present 

See Guest List Attached 

Chairman Harmon called the meeting to order at 3:30 p.m. and 
announced that the first bill to be discussed would be A.B. 432. 

Assembly Bill 432 

Assemblyman Joe Dini stated that the last session of the Legis
lature created the Nevada Housing Finance Association which 
was to issue bonds for development of low cost housing or 
industry in Nevada. From figures he received last October, 
Mr. Dini finds that 95% of the money from the bonds has gone 
to Clark County and 5% to Washoe County and the other 15 counties 
have received nothing. A.B. 432 is an avenue to show there 
should be a method for distributing the money throughout the 
state. Mr. Dini said he had been given the excuse that there 
were no financial institutions in Lyon County who would handle 
this low cost money, apparently because they did not receive 
as high a rate of return. He feels this bill is a method of 
bringing forth testimony from various fin~ncial institutions 
to explain why this money can not be spread throughout the 
state. 

Mr. Weise said he was not too sure he understood, reading the 
bill, how this association is going to affect these loans. 
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Mr. Dini said the bill might have to have some modifications. 
However, he feels the biggest problem is the mechanics of 
attempting to regulate federal institutions, whereas the legis
lature is probably capable of having some control over state 
banks and state lending institutions. 

Mr. Mike Melner, State Commerce Director, and Bud Gubelman, 
Administrator of the Housing Division of the Department of 
Commerce, appeared in opposition to A.B. 432. 

Mr. Melner said this program is supposed to work through the 
private sector. When this legislation was passed in 1975, the 
department of administration promised that there would be no 
forced participation in these private programs. The Commerce 
Department trys to make these programs attractive enough so 
that private lending institutions will participate. If the 
institutions do not choose to participate, that is the business 
decision of the institution in the private sector. 

Mr. Melner felt this bill would in essence force institutions 
into the program and would destroy the program and the market
ability of the bonds the agency issues. It is also his under
standing that no state chartered bank could participate in this 
type of program because they are required to be insured by the 
Federal Deposit Insurance Corporation, so both the state charters 
and federal charters are restricted in participation. Mr. 
Melner said he didn't know how to encourage lending institutions 
to get money out into rural areas, but this piece of legislation 
wouldn't accomplish that purpose. 

Mr. Harmon asked why the money was not used in rural areas. 
Mr. Melner explained it is the decision of the lending institutions 
and why they choose to make loans in a particular area is their 
business decision. 

Mr. Harmon further questioned where the money had gone. Mr. 
Melner said $5 million was lent to First Western Savings, $1.5 
million to Nevada National Bank, $500,000 to Family Savings, 
$500,000 to Frontier Savings and about $100,000 to Nevada 
Savings. 

Mr. Price commented that there is a substantial area in his 
district that cannot receive loans, presumably because it was 
too close to the poverty areas. He would personally be interested 
in finding some way to assure that under programs such as this 
the money gets where it is needed, and would hope that A.B.432 
would address this problem. Mr. Melner said he did not think 
the bill does as under A.B. 432 they would not be able to get 
money to lend since they could not sell securities based on 
that kind of a concept. Part of the problem in getting money 
to rural areas, according to Mr. Melner, is that the lending 
institutions are required to make only secured loans. For 
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certain reaons some of the rural areas are considered to be sub
standard or they don't have the security to secure the loans. 
Mr. Price said he knew the problem but would like to know the 
answer. 

Mr. Weise asked if all the money that was available through the 
bonds has been put out. Mr. Melner answered that it had and 
that they were looking for another program sometime in the 
early summer, another bond issue, in the amount of $20 million. 
It will be a mortgage-purchase program which works somewhat 
differently than the current program. 

Mr. Weise: What did you put out the first time? 

-Mr. Melner: 9.2 million. We also have some construction notes 
out. 

Mr. Weise: When the money was made available then on this pro
gram, I suppose you contacted all the eligible institutions in 
the state to make--

Mr. Melner: We asked for commitments. How much money will you 
take. We got commitments from 5 institutions. They committed 
to take money under certain conditions, certain collateral 
requirements. We then sold the bonds and committed the money 
to them. They make loans on the basis of the terms and con
ditions we've established. 

Mr. Weise: And the majority of that went to one institution 
and it was put out basically in Clark County? 

Mr. Melner: No, that's not so. That institution does have 
an office in Reno and one in Carson City. 

Mr. Weise: Do you track the money as it goes out? Do you find 
out eventually where that home loan goes? And 95% are in 
Clark County, is that correct? Can you give us an idea what 
the breakdown is? 

Mr. Gubelman: I think it is going to work out more like the 
proportion of population. 

Mr. Weise: So roughly half of the money would be in Clark 
County and half the money somewhere else? 

Mr. Gubelman thought probably that was so. Mr. Harmon asked 
if the Commerce Department could come back next Wednesday with 
some ideas as to how to get money to the rural areas. Mr. 
Weise suggested that the committee go back to the original 
statute passed 2 years ago and build in it that the money has 
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to be apportioned out on a population basis to the 17 counties. 

Mr. Melner stated that they would not be able to sell securities 
on that basis. Mr. Gubelman said the housing division does not 
ignore the rural area's problem. There is a program now to see 
how housing can be made available in rural areas. The Federal 
Government is going to pick 4 states to carry out the demonstration 
and Nevada has applied. They have a plan to put into effect 
if they are one of the 4 states chosen. 

Mr. Weise: Mike, the original bill, wasn't the nature of it 
not to really put money out to high risk areas but to put money 
out to people who the interest rate alone could have been the 
discriminating factor as to whether or not they would qualify. 

Mr. Melner said the whole program was to lessen the cost of 
money. Mr. Price questioned why it could not be specified that 
a certain amount of the money was to go to so-called high risk 
areas. Mr. Melner said he could discuss it with the under
writers, but doesn't know what their attitude would be. 

Mr. Don Brodeen, representing the Mortgage Bankers Association, 
was the next speaker in opposition to A.B. 432. He stated there 
were several things about the bill that were completely im
practical. He stated that it was difficult for lenders to 
travel long distances to make loans and then to service them. 
They also have trouble ascertaining the economic status of 
an area that is out of their territory and cannot afford to put 
a man who is knowledgeable in real estate lending in every area 
of the state. The bill could be construed to refer to all kinds 
of real estate lenders, not only the Housing Finance Association 
Mr. Brodeen referred to Mr. Price's area and said that declining 
areas are coming back into the area where they are able to get 
money. He also said FHA and VA go into any area. 

Mr. Moody asked if Mr. Brodeen was saying that the only two 
areas he was interested in was Reno and Las Vegas. Mr. Brodeen 
replied they were interested in Las Vegas since that is where 
their office is. Mr. Moody felt that if Mr. Brodeen's services 
were available in other areas they would have sufficient loans 
to pay them to travel and service them. 

Mr. Fran Breen, Nevada Bankers Association, said they realize 
there is a problem in the state which this bill is trying to 
correct. They are not opposed to some sort of solution, but 
this particular bill just won't do the job. A.B. 432 would 
have no application to national banks since the Federal Govern
ment is the sole agency can control them. As far as state 
banks are concerned, he would suspect that Article 8, Section 9, 
of the State Constitution would prohibit a state bank from 

4. 

502 



• 

I 

• 

Assembly Commerce Committee Minutes 
April 4, 1977 

being a member of this association. Also, Mr. Breen pointed out 
that the national bank examiners are very strict with regard to 
loans in rural areas. 

Mr. Jordan J. Crouch, Director of the Nevada Bankers Association, 
explained the difficulties confronting the bankers in making 
loans. They must have good security since they are loaning 
other people's money and the bank examiner is going to classify 
the loan. 

Mr. Crouch suggests that the way to solve the problem in rural 
or other areas where there is not sufficient security for a 
loan is to have the State of Nevada guarantee the loan. 
FHA's are guaranteed by the Federal Government. 

Mr. Weise asked why the First National Bank in Yerington doesn't 
apply for some of the money to put loans out in Yerington and 
Weed Heights at the frozen interest rate of 8%. FNB is presently 
loaning money at 8-3/4%. Mr. Weise further asked why they 
couldn't put out some 8% money to Nevada residents and if it 
was because they would be competing with their own 8-3/4% money. 
Mr. Crouch replied that if Mr. Weise had $10,000 to loan at · 
either 8% or 8-3/4%, he thought he knew where Mr. Weise would 
put the money. 

Mr. Melner also informed Mr. Weise that they loan the money to 
the banks at 6-3/4% and the banks can charge 8%, so in reality 
they only make 1.25%. Mr. Weise said perhaps Nevada has wasted 
time and energy with the agency in trying to solve the problem 
of trying to get money out and available to the citizens at 
an interest rate they can live with. 

The discussion turned to Assembly Bill 490. 

Assemblyman Sue Wagner appeared in support of the bill which she 
had introduced. Mrs. Wagner said she would speak to the concept 
of the bill rather than specifics about insurance. Basically,
the bill prohibits discrimination against disabled persons in 
the sale of life, accident or health insurance unless claims 
experience, acturial projections and other data establish 
significant and substantial differences in class rates because 
of that particular disability. 

Mrs. Wagner urged the committee to look at the concept of the 
bill. The Insurance Commissioner's office has advised her that 
they might be able to help her in amending the bill and if 
the committee desires any changes, Mrs. Wagner would be happy 
to work on amendments. Mrs. Wagner feels that many people would 
benefit by this bill and asked the committee to look at the pro
blem closely . 
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Mr. Weise asked what standards would be utilized by the insurance 
industry in determining the person's rate class on the basis 
of disability and where the insurance company would get the 
information to make this legal discrimination. Mrs. Wagner 
was unable to answer but said that a representative of the 
industry who was to testify would be able to. 

Mr. Bob Rodolph who works for Services to the Blind, State of 
Nevada, also appeared in support of A.B. 490. Mr. Rodolph 
told of his experiences in trying to obtain insurance because 
he has multiple sclerosis. He cannot obtain health, life or 
mortgage insurance. Mr. Rodolph also spoke of the problems 
of the blind vending facility operators in the state. A law 
was passed by Congress in 1973 which was to provide them with 
health insurance and life insurance. This program is still 
being studied by the Federal Government. Mr. Rodolph feels 
there is a need for this type of legislation. 

Mrs. Jane Rosenbrock stated she is a member of the Governor's 
Committee for the Development of the Disabled and she is 
speaking for those disabled persons who are unable to get 
health insurance or life insurance. Something should be 
developed through a state plan in which these people could be 
covered. Four other states have eliminated discriminatory 
insurance practices. Mrs. Rosenbrock stated they had done 
considerable research in this area and found that there are 
mortality statistics available, but there are no morbidity 
statistics. Mrs. Rosenbrock submitted a paper covering some 
of the contacts they had made in an effort to receive information. 
(Exhibit l}. She urged the committee to give careful attention 
to the bill so that people with disabilities could be helped. 

Mr. Weise asked if the four statres Mrs. Rosenbrock had mentioned 
had developed any type of statistics. He further suggested 
there could be exclusions in policies for certain insureds--
for example, blind people could be covered except for injuries 
which might be common to them, such as falling and breaking a 
bone, etc. 

In answer to Mr. Weise's question on the availability of 
statistics, Mrs. Rosenbrock repeated her statement that there 
were statistics for mortality rates, but not morbidity rates. 
Mrs. Rosenbrock would encourage the legislature to request 
the insurance companies to make this information available. 

Mr. Harold Jacobsen, a chartered life underwriter who sells 
life and health insurance, also appeared in support of A.B. 490. 
He explained that the insurance industry's morbidity tables 
are not adequate and they leave a lot of room for arbitrary 
and discretionary decisions by insurance companies. Mr. 
Jacobsen feels this problem is worthy of study and his 
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recommendation would be that a committee be appointed to 5-tudy 
the matter during the interim. 

Mr. Maynard Yasmer of the Rehabilitation Department was the 
next proponent of A.B. 490. Mr. Yasmer said the bill speaks 
for itself and he cannot indicate any data or statistics 
that prove or provide evidence for the fact that various dis
abilities are insurable. Conversely, Mr. Yasmer would maintain 
that the insurance companies to not have acturial evidence that 
would support their decisions in the denials in any of the rate 
classes. 

Milos Terzich, representing the Health Insurance Association 
of America and the American Life Insurance Association, appeared 
in opposition to the bill. He feels that this bill is actually 
mandating insurance companies to cover any person who applies 
for health or life insurance notwithstanding what disability 
he has. Mr. Terzich would suggest that the committee study 
NRS 686A.100, 686B.050, 686B.060 and 686B.110 before taking 
any action on A.B. 490. These statutes have been enacted to 
provide rates in different classes s6 there is no discrimination. 

Mr. Terzich further stated this bill would actually run the 
small company out of business because no small company has the 
available assets or ability to form or hire an acturial depart
ment to form these statistics. Mr. Terzich presented the 
committee with a statement of ALIA made to the State of California. 
(Exhibit 2) 

Mr. Weise: It would seem to me that your two associations which 
make up almost 600 insurance companies would have substantial 
volume of data base and that you would have enough people in
sured under group policies or individual policies who develop 
a disability that you could develop some of these statistics 
and have some basis for acturial determination. 

Mr. Terzich stated some data had been developed for common 
occurences such as high blood pressure and heart conditions. 
In diseases or illnesses which no one has had or for which 
there is no cure, it is difficult to get true statistics. 
Mr. Weise asked if the insurance companies have to justify 
their rates to the Insurance Commissioner. Mr. Terzich said 
the rates were subject to investigation. In further questions 
from Mr. Weise, Mr. Terzich stated that making of rates was 
not based solely upon statistical data. It is a judgment matter 
which varies from company to company. 

Richard R. Garrod, representing Farmers Insurance Group, 
said he felt A.B. 490 was premature since statistics were 
short. 
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Vice chairman Mello stated that the next bill to be discussed 
would be A.B. 504. 

Mr. Virgil Anderson, Triple A, spoke in support of the bill. 
The purpose of the bill is to amend the Nevada Motor Vehicle 
Insurance Act to clarify liabilities of reparation obligors 
to one another. At the time of the passage of the No Fault 
law, the tort exemption provided for a $750 threshold and there 
has been some question as to whether or not the threshold 
applied to the right of subrogation. The holding of the 
Insurance Commissioner is that it does not. The purpose and 
thrust of A.B. 504 is on page 2, line 14-16. 

Mr. Garrod stated that Farmers Insurance Group supports this 
legislation. 

Assembly Bill 505 

Mr. George L. Ciapusci, Property Claim Superintendent, State 
Farm Automobile Insurance Company, stated that they were 
responsible for the original draft of the bill but the 
Legislative Counsel Bureau took liberty with their language 
to the extent that some of their intent has been completely 
reversed. Their original thought was to ask that the bill 
be killed in its entirety, but there are factors which are 
important enough to call to the committee's attention. 

Mr. Ciapusci asked that subsections 1 and 2, ?age 2, lines 
3 through 9, be completely ignored. They think subsection 
3, 4 and 5 should remain. 

Mr. Barengo said that he had received a list of suggested 
changes in No Fault signed by several people in the Reno area. 
They suggest that the following section be added after 698.290: 
"There shall be no subrogation between reparation obligors 
unless all the requirements of NRS 698.280 have been met 
regarding tort liability and the threshold." Mr. Barengo 
asked if that amendment would be acceptable. 

Mr. Anderson felt it was directly contrary to A.B. 504. 
There was discussion between Mr. Barengo and Mr. Ciapusci 
regarding the suggestions which Mr. Barengo had received from 
the Reno Employment Association. Mr. Ciapusci said the insur
ance industry had not given their endorsement to all of the 
suggestions. 

Mr. Jack Lehman, an attorney from Las Vegas, appeared in 
opposition to A.B. 505. Mr. Lehman said it would be an insidious 
thing if this bill were passed since the concept of no fault 
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insurance is that one is entitled to recover for his injuries 
regardless of fault. The idea behing A.B. 505 and the so-called 
first dollar subrogation would frustrate that and the entire 
concept of the no-fault bill. Mr. Lehman discussed the present 
no-fault bill and said this amendment would have a horrible 
effect on those people who have the greatest need for insurance 
protection. He further discussed various personal injury cases 
in which he had been involved. 

Mr. Lehman feels that A.B. 505 is the result of rulings of 
Judge Thompson and Judge Wendell. Senate Bill 137 is contrary 
to this bill and it should be endorsed. A copy of Judge 
Wendell's decision was submitted to the committee. (Exhibit 3) 

Mr. Barengo asked Mr. Lehman for his comments on A.B. 504 with 
regard to deleting the word "chronic" under subsection (i) on 
page 2, line 3. Mr. Lehman said he would have no objection 
since "chronic" was such a nebulous term. 

There was further discussion between Mr. Lehman, Mr. Anderson 
and Mr. Ciapusci regarding A.B. 504 and A.B. 505. 

Vice Chairman Mello requested that the Insurance Commissioner 
furnish the Commerce Committee with a copy of the Nevada 
Insurance Laws. 

Assembly Bill 506 

Mr. Virgil Anderson explained that this bill clarifies who 
death benefits are paid to. Mr. Barengo asked, "What if 
there's a will?" Mr. Anderson didn't know if that question 
has ever arisen. Mr. Barengo said he understood that they 
were trying to pin down who the benefits go to, but this bill 
does n0t accomplish that. 

Mr. Garrod stated that Farmers Insurance Group supports A.B. 506. 
Mr. Ciapusci said that State Farm also agreed with Mr. Anderson. 

Mr. Barengo and Mr. Jim Wadhams of the Insurance Commissioner's 
office discussed Insurance Bulletins 26 and 27. 

Vice Chairman Mello stated if anything was to be done on 
A.B. 504, 505 and 506, the language should be cleaned up. He 
appointed Mr. Barengo and Mr. Price to review these bills. 

Vice Chairman Mello further said S.B. 11 would not be heard 
at this time. 

The meeting was adjourned at 5:45 p.m . 

9. 

Jane Dunne 
Assembly Attache 
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STATE OF NEVADA 

DEPARTMENT OF HUMAN RESOURCES 

qOGER S. TROUNOAY, D1RECTOll 
~ '"' ~• - .._ • ~ • ., ,._ . t I .+ 

JtL NYC.REN. ADMINISTRATOR 

ALTH PLANNING AND RESOURCES 

DEVELOPMENTAL DISABILITIES COUNCIL 
505 EAST KING STREET. ROOM 604 

CARSON CITY. NEVADA 89710 

MIKE O'CALLAGHAN. GOVERNOR 

The 6ollowin.g con.ta.ct.& we1te ma.de in. a.n. attempt to 6in.d 
In.hu.Jta.n.c.e legihla..tion. 1t.ela.tin.g to the. 6ollowJ_ng,~c.01dition.a>a.nd 
a.ctu.a.Jtia.l .&ta.ti.&tic.& on. mo1tta.lity Jta.te.& a.n.d mo1tbidity Jta.te..& 
601t pe.Mon..6 with epile.p.6y, a.u.ti.6m, me.n.ta.l 1teta.1tda.tion, 
c.e.1te.b1ta.l pa.l.6 fJ, mu.lt,lple .6 cle1to.&i.6, cy.6tic 6ib1to.6i.6, 
.6pin.a.l bi6ida. oil. othe.1t di.6a.blin.g condition..&. 

1. Ca.lle.d The. Ce.nte.Jt 601t the. La.w a.n.d the. Ha.n.dica.ppe.d a.n.d 
.&poke. w,i.th M1t. Tom O'Von.n.e.ll. He did not ha.ve. a.ny 
in.601[.ma.tion. c.on.c.e.1tn.in.g in..&u.Jta.n.c.e le.gi.6la..tion 601t th.e..&e. 
cond,lt,lon.& nolt .6ta.ti.6tic..&. He. .&u.gge.6ted c.onta.ctin.g git. 
F1ta.n.k.Un Smith. 

2. Conta.c.te.d V1t. F1ta.n.k.l,ln Sm,lth 06· the. Na..tiona.l Committee. 06 
the. A.&.6oc.ia.t,lon. 601t Re.ta.1tde.d Citizen..&. Sent a. bibliog1ta.phy 06 
mo1tta.lity Jta.te..6 601t the. men.tally 1teta.1tde.d, but ha.d no othe.1t 
in601tma.tion. Re.6e.1t1te.d me. to Rebecca. Knittle.. 

3. Spoke. with Re.be.cc.a. Knittle. a.t Le.ga.l Advoc.a.c.y 601t the. 
Ve.ve.lopme.n.ta.lly Vi.6a.ble.d 06 Minn.e.Jota.. Rebecca. Je.n.t c.opie.6 
06 Min.n.e.&ota.'.6 le.giala.tion. 72A.20,"Me.thod.6, a.c.t.6 a.nd p1ta.c.tic.e..& ·· 
which a.Jte. de.6in.e.d a.n. u.n6a.i1t 01t de.c.e.ptic.e." a.n.d Cha.pte.Jt 296 
1te.la..tin.g to he.a.lth ca.Jte.. Al.&o Jen,t .6u.bcommitte.e. 1te.po1tt.6 06 
te..6timon.y which le.ad to the. e.na.c.tme.n.t 06 thi.& le.gi.&la.tion.. 
Al.&o .&pok.e. with Anne. He.nlttJ a.nd Pa.t Suita. 6Jtom the. .&a.me. o66ic.e.. 

4. Conta.cte.d the. Child Ve.ve:lopme.nt a.n.d Me.n.ta.l Re.ta.1tda.tion. 
Ce.nte.Jt in Wa..&hington .&ta.te.. They we.1te to .&end a. copy 06 
the.ill. in.&ulta.nc.e. di.&c.1timin.a.tion. a.ct. 

5. Spok.e. with Tom Elo1tnow a.nd Gene. Ste.ve.n..6 06 the. Na.tiona.l 
A.&.&oc.ia.tion 601t Blue. Shield in Chica.go. They could n.ot .6u.pply 
me. with .&ta.ti.&tic..6 601t the..&e. condition..&. 

6. Ve.1tn Beck.ell 06 the. Ca.li601tn.ia. A.&.&oc.ia.tion. 601t Re.ta.1tde.d 
Citizen.& .&a.id tha.t the.1te i.6 e.vide.nc.e. to hhow tha.t a.c.c.ident 
1ti.&k.6 601t the. ha.ndic.a.ppe.d in indu.&t1ty a.1te. le..&.&. He. ia 
c.u1t1te.n.tly wo1tkin.g on a. pilot p1toje.ct whic.h p!tovide..& 91toup 
in.6u1ta.n.ce. c.ove.1ta.ge. 601t .&he.lte.1te.d wo1tk..6hop.6. 

7. A c.opy 06 the. Un.6a.,l1t In.&u.1te.1t P1tia.c.tic.e..6 Act wa..& 1te.c.e.ive.d 61tom 
M1t. Mel Boynton 06 the. In.&ulta.n.c.e. Ve.pa.Jttment 06 Pe.n.n.&ylva.n.ia. • 

• 8. The. Health In..&u.1ta.n.c.e A.&.&oc.ia.tion. 06 Ame.tic.a. did not ha.ve. 
.&ta.ti.6tic..6 a.va.ila.ble. a.n.d .&ugge..&ted con.ta.c.tin.g a.c.tua.Jtie.&. 
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9. The Health InhuAance Inhtitute in New YoAk did not have 
htatihtich available. 

10. ChaAleh Stevenhon 06 the Cali6oAnia Regional 066ice 06 the 
National Epilephy Foundation hent mate4ialh on Li6e 
Inhu4ance policieh. 

r1. Sent a lelle4 to John Booth an actuaAy 604 the AmeAican 
Council 06 Li6e Inha4ance. Received a 4ehponhe 6Aom Vaniel 
Cahe, Ahhouate Actua4y. MA. Cahe hent copieh 06 chapte4h 
06 the publication Medical Rihkh: PatteAnh o Mo4talit and 
SuAvival. In hih letteA A. ahe htate, ot a o t e 
condltlonh mentioned in yoaA 4equeht aAe Aep4ehented in the 
enclohed mate4ial. The Aeahon 604 the abhence 06 one condition 
aA anatheA may have to do with the volume oA quality 06 the ~aw 
data available, a4 it may have to do with the higni6icance 
06 the condition 6oA li6e inhu4ance pu4poheh. FoA example, 
it may be the judgement 06 many li6e inhuAance unde4W4iteAh, 
bahed in pa4t on whateveA Aaw data have been pu~lihhed 
elhewhe4e, that autihm, which I ande4htand ih akin to 
juvenile hchizaph4enia, ih ahaally ininhaAable. It may have 
been 6elt that in a book huch ah Medical Rihkh, _which Wah 
compiled in lMge pa4t ~t leaht 604 ahe by the li6e 
inha4ance ba-0inehh and which ih alAeady 784 pageh long, hpace 
hhau.l.d be devoted to conditionh whohe haAvival Aateh 6all 
moAe within the inha4able Aange. Ah you will note, the 
enclohed data Aelate to mo4tality Aateh, but not to 
mo4bidity Aateh. I do not know 06 a good houAce 06 mo4bidity 
data clahhi6ied by type 06 mental 04 phyhical condition." 

12. Talked with GeoAgia Mahhey 06 the Nevada Vepa~tment 06 
Comme4ce, InhWtance Vivihion, and hhe haggehted calling the 
Health InhaAance Ahhocialion 06 AmeAica 6oA htatihtich. 

13. A lette4 Wah Jent to The PAadential IniaAance Company 06 
AmeAica. The dihtuct o66ice in Cali6o4nia did not have the 
in6o4mation and huggehted contacting the Inhtitate 06 Li6e 
InhuAance iu New YoAk ah the beht hou4ce 06 in6o~mation. 

14. A 4equeht 604 actaa4ial htatihilch Wah hent to the New 
Yo4k Li6e InhaAance Company in New YoAk. They huggehted 
obtaining a copy 06 the moht cu44ent hoa4ce 06 mo4tality 
htatihtich, Medical Rihkh: Patte4nh a£ Mo4tality and Su4vival. 

15. In Aehpanhe to oaA Aeqaeht FaAmeAh New Wo4ld Li6e 
Inha4ance Company diht4ict o66ice hent "Monthly Vital 
Statihtich Repo4t" publihhed by the U.S. Vepa4tment 06 
Health, Education and Wel6a4e and a copy 06 "Vital and 
Health Statihtich Publication SeAieh" by the National 
CenteA 604 Health Statihtich. 
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AMERICAN HEALTH 

Llr-E INSUR/-,NC[: INSURANCE ASSOCJ/~1'10~"1' 
OF AMERICA 

.SOCl/:..TION 

i?02) 872-875/J 

322 South Michigan Avenue 
ChicaJo, Illinois 6060'1 
(312) 939-0801 

STATF1 ~,;.i'T OF A?IBRIC/\N LIFE JI~S"(Jrt/lI;"CE !,SSCCJ/\.'l'IOiJ 
AND L~:c',.L'l'E IIJS~J:i~Al'{CE ASSOC:-C/,TlCiJ OF AJ.ZRICA 

AT THC CAII~''OillJIA IHSiJTI!J;C:S DI.;P.,.'\1'.~I :-:::ITT }lEAR::::i~'J ON 
INSURITXI VI2U.,.'\LLY OR FifYSICALLY }-f_;J;DICAP?ED Fi::P.SONS 

HELD ON tHfrJB 2?., 10'.'6 

This stateI'.ient is Gubmitted on behalf of PJncrican Life Insurance Association 

(a division of Ar.:erican Cc1.mcil of Life InsU2.'ancE,) <".lld Health Insurance Associa

tion of America, whose 520 member companies ha.ve over 9Cf'/a of the 1-:i.fe and cUs2,bi-
1 

1 '!
1

, ',,) lity in:om:ance in fore(; in the United States. 

I 
F01· .r.iany years, l:ife ir,surers doing bus~ness in CJ.lifornia ha:re been subject 

to Insm·cmce Code ;:~edion 790.03(f) of the U11fai1· fn,cUces Article which prohibits 

11 r:"'-xinc or perm.i tting any 1..mfair discrimination 1:J'etwcen individuals of the same 

class and equal expcct:,:L:icn ryf life in the r:1tc.s chci,r,s_;ed for ony contract, of' J:: f'e 

insm·ance or of life annuity or in the d.ivicctils or other benefits ps.ye,c1o ther2cn_, 

or in f.ny other of t11t, t"::rr:is ancl conditions cf suc:1 contract." 

Similarly, heo.lth :i.nsu2·e.rs have been subj2ct tc Insm·ance Cod8 Section 10401, 

which p:covio.es that "/0.1y 2ncorp0r2ted jns1u-9r 0d.mi tted. fo~: dfaabi li ty insuran".:!e 

and any agent of such insurer, that m2.kes or f"21%i ts cny d.5.ccri!rdnation bct,.;een 

insm·cds of the same cl:u::s in a:.1y mEJJmcr 1·rh::itsocver with rehtion to such inscrDnce, 

is i;uilty of a misde;,;c2,nci1'." 

Obviously, these laws are intended. to e.::-~-c·cs~ th": b::--os,d r·.,blic policy of tr1E:: 

£tA,b,+;_, 
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of insura.nce, ,·:hereby every insured contributes his f[dr share toward the risk 

• involved anu. that each p1·emj 1Jrn class consl sts of insureds who are exposed to 

con:parable degrees of risk. 

I 

Private life and disa.bility insurance is e:::sentially a voluntary institution 

through i-:hich individuals can distribute and e(}_us.lhc the risk of measurable 

financial loss arisinr-; from accident br sickness. Jn the very early days of 

insurance it was ofte:-1 assumed that the fairest ·way to operate was to charge 

each insured an equal rate. It soon became evident, however, that if individuals 

found the operation of the risk-sharing mechr-.nism to be 1.mfair or inequitable and 

to their disadv2.ntage; they would either elect not to enter the system or would with

dJ.~c,w if they had previously entered. The appro3.ch of charging equal rates to 

everyone failed to tal:e into account the fact that new insureds who were characte

rized by impaired heaJ_th or involvement in dangero1...1.s activities brought greater 

risks to the mechanism. When rc:.tes were not eqn:italily differentiated on the basis 

of individual risl: factors, an ever-i:ncreasinr; number of the better risks elected 

not to participate in the insurance mechanism, leadj_ng to an unward sniral of claim 

and premium rates and the eventual collapse of the arrarnc;e~nt. From such experi

ences emerged the principle that rates charr;ed to individual insureds shouJd be -
made fair and equitable by classifying insureds for rating puruoses on the basis 

of risk factors which are relevant to the expected ri.sk of loss. 

In order to determine a fair and equ.itable price for life or health insurance 

coverar;e, :insurocls must be grouped into cla::-rcs aceorcling to their expected risk 

of loss so that everyone in the same rate classification has approxir.2.tely the 

same risk of loss a.nd is purchasing protecticn h:wine; the same tL,i t value as tl1c1.t 

sold to others :in t!:lat class. Si'1ce expected. r-'.sk of loss refers to the :in2ur<::::c 1 s 

estir,ate of what will be the avcr&ge cccm-r2ncc! of the event insured against 

• among members of any r;iven class, it is evic1cni:; -th::t son;e mer,ibers of the clo.ss 

will incur losses very s-...:bstant:i ally in e,1:cc.::;; c,f l!1:ls c-.vera e, while others wiJ..l 
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incur none. The fact that the event insured against wi1.l occur in the case of 

some members of the cl.s,s::; but not in the cace of other:;, docs not inclicate inequi t-

able treatment of any r;:eel,ers of the class. So long as the occuTrence of the event 

insured against :is approz::i 1::0.tely equally l::.kely f0r any ccmbcr of the class, and 

the prcmiur:1 rate charged properly reflects this probability, then each m(:rriber 

of the class is bein.s treated equitably. This, in fact, is the very principle 

of insui~ance. If it ,·r0re known which individuals would incur the loss and which 

would not, there would be no "r:isk" as such, and no need for insurance. 

Classification of risks is, therefore, both a necessary business practice and 

a legal requirement. Our Associations recocnizc that all residents of California, 

regardless of their personal characteristics, should have an equal opportunity 

to obtain life and disability insurance if it can be furnished at a price that 

is commensurate with their expected risk of loss. At the sa . ..rne ti.ir,e, the law re

coe;n:izes that in ordr?r r~or citizens to obtain life ar.d diss.bili ty jnsurance at a 

fair price, there must be underwri tine; arccl ratine disti!lctions betueec ins~.ffeds 

tc reflect their different expected ri s1, s oi' losf;. Howevecr, such distincLi ons 

must not be the consequence of unfair discrimination l1ased 011 persoP-e.l characteri s

ties which have no connection with thr:: expected risk. 

It has sometimes been argued in the interests of so~::.~.1.l policy ti1at even 

thou.sh there are differences b0twee:n insureds in the expected. risk of loss, equity 

in premium rates should be disregarded and the better classes of risk should sub

sidize the insurance costs of those who are unfortm1ate e:r.ough to be exposed to 

a greater risk of loss. However, as we have noted earlier, broad ecn,m,1 i zati on of 

premim1 rates cannot wor}: in a private insurance system wl!.cre in,urcd,: wl,o feAl 

they arc being charged an inequitable and unfuir r;1te have '~he freedom t0 w:i_th-

serve social purposes by g1..1n~0,nteeinc contribut:,on~ to 'bacic hu.:n:m 1,eecls th:rout:h 

the comoulsorv transfer of wealth f:iyu tl:e: r:icrc- of::'lucnt to the less fortuns.te ______ ,_ 
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members of society. These proc;rnms provicle 9, b:12i.c floor of :protect.:ion wh:ich all 

JrH.:Jr,1;<:rs oi' our soc:jc•ly enjoy as a matter of ri1~ht,. Snp::rjJm)osccl upon ·this bn.sic 

social protection, the private life and dj s2.bil:i ty insurance system provides a 

means by which indi vicL,c:ls can voluntarily pt'rc}.;:~sr_; au.di tional :r:rotectio:. at a 

price that is cor-J.':lensura te with its value. 

In order to provide some perspective to the p:c:oblems which 1:ri_ay exist in 

extenli11g life and di s~,bili ty coverage to t'Le hs,nclj capped thl·onc;l1 the private 

insurance systel!'., it should be noted that there a:::-e differences in the methods 

in which coverages are marl:eted, namely, tm:ough group and individual policy 

rnechsnisms. Under thi:: eroup mechanisms wrjtten through employers, the group 

is rated as a whole and there are relatively few undenrritjng restrictions as ·to 

individual risks. In these situations, when perscns with handicaps are worl:ing, 

coverage offered by the e1-:iployer is extended to these persons unde1· the plan. ' 

Therefore, most of our discussion is directed tc1·,al'Cls individua,l insurance. 

Within the context of Sections 790.03(f) and 10401, life and d.isa,bility 

insurance companies have a responsibility to tl:e i-11.11)lic to establish unlen.'riting 

and rating classification standards and :p:cactices on a basis the.t is fair to all. 

Consequently, such standards and practices should result in each insured pe,ying 

a price for his insurance protection which is corn;ncnsura,t.e with that j nsured' s 

eJ...-pected risk of loss. Such a price should be deteruined as accurately as possible 

,,.,i thin the constraints i:r::nosed by costs and Gy the cp2·rcnt state of the art of 

risk appraisal involvExl in the underwriting aud clo.ssificat:ton process. 

In the underwriting r.nd classification p1·oce:sr;, insm·crs use all ava:; la,ble 

/

information that is relevant to the risk. For cxarr1pl2, a :i:erson's age and 

condition of health are data ·Fhich are relevant to the det;Tcc of risk involved 

' in most kinds of life or cbs:::.bili ty insurance cove,'1:'.Ge. As aide in clc;.sr.:i.fy:in~ 
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dat:1 of varyin['; dec;r.·,-,l'S of rcl;;::,h:l.ljty o..rd coirplctcnc,;s conccrnillg specjfj,d health 

• chs.rn.cte::i:istic:-;. 1''or cxw:,pl.:;, there haxe ;;ccn tllorcutl1 .3tud.ies of death l'':·tes · I runong insured persms whose weir)1t end,ior bloo,l press·J:<·e are above or below average, 

On the other hand, the available clata con~ernin[; a reb.-Livcly uncor:r~on physical 

cond.itio:1 oight be linuted to one or two clin:cal stud-i..e2 consisting of a few cases 

I 

• 

not involving in:;;ireu persons. The appl:i C'.at:ion of s1-1c½ d0.ta in tric:: r,nd.cn:ri tj_ng 

process could ca.11 for the exercise of ccns::_d-::r3,ble: j ·.1clu:,cr/c, in acco:cdQnce with 

previously esta.blish2d ob,jective standards. 

It should be noted that in making use of availoble data, insurers are not 

just trying to deterr.rine what the experience has been in the past. They are 

forming a judgment as to the expected risk of Jos,] in the future. 'fhey must 

take into account trends in heal th and health ca:::·e, lcmgevi ty, employment, and 

other aspects of the envil·onment. In estiIP.atinr; expected risk of loss, the pre-

sence of voluminous data rn3,y not of i t::;elf be suff:i..ci cnt to dcter:nine a p:rorer 

rating classification. On the other h,:,_nd, the o.bscnce cf voluwinous data docs 

not necessarily prevent the insllrer from rn:.:i.l::inc; a snf:ficiently informed jud.£,;r!lent 

to arrive at a fair rating. 

A different type ci' C0'1sidcration uhich h,cn.!.'C'S rrt:1~:t r,lY?,ys tnte i::1to occ:ount 

is insurable interest. Life insurance has been sold t::·c1,ditionally to b:cc;:,,dwinners 

·whose premature death would occasion an econ01:1j c loss to his or her dependents. 

Dependence on a breadwinner's e-'.lrnings cons"ci t ;,,,t2 s an irn; 11TabJ.e inter€ st. Another 

a bread:11inner' s spoc1.sE. In disabil i. ty ins1J..Y'ance, a.n ~nsm·able interest is present 

when the insured, 01· th'::' insured' s family, ·wo·J.lcl c.1ffe:i.' 2.n e:.conomic loss i.f the 

Insurable interest r::',ust be present if an :i.nsJT::.:.!•cc policy :is to be iss,Kri 

on a soimd basj B. If the insurer cannot discern an ins~rc.bJ e interest at J.cust 
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equal to the aL:.ount of li :'e o:::- disc,bili ty insm·nnce appliE-d fer, tne ins1.,1·er 

c;_,1q1,,t ll0 S1l1'(; t>1,1. L1:·· :1r>1>J.:iC:','1.rit. I.lo,_,:: nl, 1, l•'·V<' nn 11ltr1•iur motive· jn a}frily:ir1r; 

• for insurance. The 2.r1li c,~nt ni&y have pJ.:.d,:; to effect a pcrsonci.l c::..::n through 

the insurance 2.nd r::.sy be ccncealins sor:,e fr~~x,rtc,r:.t infon:.'..9.tion cc,ncernil!f; hi.s 

ir.surability. 3uclt c. :._;.;_t,l,:i.tic,n :is inconr;x:b1;lc i·,:ith the roJ.e of insurance &S pro-

tection c>,gainst unforeseen loss. .An insurer has li t~,le choice but to decline 

applications ,.rhich ('.c no+, involve an adequ.cq_te insu.rc.llle interest. 

Over the years, as undenrri ters have gained norc e:,:perience, there has teen 

o,n extension of insttr::rncc to n1r1,ny risks tbat mic;ht prevjou.~ly hcJve been declined. 

In addition, new occupations and avocations, the disoppc:~2:ance of sone occup,1,tions, 

advances in the prevention, treatment and cure of clisease, and the chan;:i n;3 role 

of women in society have all led to cmn3;,::s j n eligib:i.li ty rules and in w1der-

writing and rating standards to reflect the che.nu··c.l significance of certain 

indivjdual risk facto:rs as regards the risk of' lose. These examples are f;iven to I indicate that accepkncc ancl classiHcation oi' risY.s for rating prcposes is net 

• 

a static process, out must be continually cha.n1;i nr: to rE::flect the estir'.'.a,tes of 

expectetl risk of loss uascu on the best current in:f'on:1'1.t:ion avnilo.ble. E.,'\.-:perience 

of insured bves and ether underwriting in1~or::l'J.tion ~-s ccntinua]ly beinc; u_pda.ted 

so that premium ru.tes charged will rnore accur1:ctcl:,r reflect the rr,ost pro'bable 

expected risk of loss. T}ms, wlw.t may have "been u, evidently fair and. equitable 

classification critcric,n rtt one time may bcccme ir1'.:.ppropririte as conditions change. 

A lar6e element of j~1c'Gmcnt is involvccl in attcrnptins to determine a fair 

ris}-: classil~ication, and reasonable men 1r:3,~, d·'. ffcr on what classifications arc 

appro:p:::iate for which handicaps. This is becr"·"1.s2 theTe ere, relevant to this 

hcarins, many diff'crent l,:inis of physical hc',nclic::-.ps, .sc;:e: of wh:Lch may invc.,lve 

progressive djseases, and d~fferent in::::urc2·s i•,jll r-ro1:•obl:r :1:;;,ve dif.fe::>et1t ·,,mys 

of c~; te£,o:cizing thci:, and different ways of 2..r:::il:1_.·, :1 c_r the ,rvailablc data, in their 

mm judgment, to arrive at a prolm,ble un,le1·writ~n:.::; s.cticn. Sc:::c J1 a11dicaps rr,2,y 
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fall in more than 011,2 rating class) and the f':i_!:'.11 up1JY·aisal of the risk would 

depend on the sever:.. ty o.ncl stability of the concUtic21. The evaluntion would be 

condL1cted. throu3h the u::;ual undcrwrjting com·ces, wli:i.ch in va2·:ious cases could 

incluie medical exru2inations, special tests such as ECGs, X-rays, blood tests, 

urinaly::;es, etc.) and/ o:' medical records from attending physicians ~mcl hospi tA.ls. 

In stu1L'll9.ry, the c:::i:::ting competitive sys l:012 afi'orcls the cc•nsumer who feels 

he has been offered life or disability insm·ance at en lU1fair and ineq'J.i table 

rate an o:pportuni ty to seek a l:10tter arrange!'lent frow another inswer. It also 

p:ro-vides a st:cong incentive to coir:nanies to cha:cge f'ciir p1:emium rates. Ch9.rging 

premium rates which are clearly inequitable or unfairly discrhninatory would be 

an lmsound business practice that would not only violate the law but also wculd 

drive away the relatively good risks, leaving the insurer i'li th only the bad risks. 

As will become evjclent from the testimony of individual companies, under-

writin0 is not. an exact science, but nn art which must tak:: into considerution 

many factors-acturial and statistical studies, me-.iical and clinical experiences, 

po1)ulation statistics, social and economic concli tions, other relevant rr:3.terial and. 

chances tlw,t have evol-vccl or are evolv:i.ng in any of this dai:c1.-apply :l.t all to the 

situation of a particular individl,_al using the lmden,riter' s best judgment in order 

to detennine the proper clnssification of risk for that ind1vid.;.1al on the bads 

of probable e:-..'J)ectation of loss in the f'utu.1'.'e. 

We appreciate the opportunity to offer these conrr:ents and observations and 

will be r;Jad to work with the Department in devclop:i ng guj cl.elines or rcc;ulation s 

in this area of life e.ncl disability incurance, if any Eire found to be needed.. 

Jl..merican Life Ins\.D.'ance 
Association 

By 
t9c-~i:.--e ~ o~_z_ 
-----------Daniel 1". Case 
Associate Actuary 

Respectfully submitted, 

Heal th Insurc,nce Association 
of A.n1E.:c i cs, 

By ~)z;-2 { j · fr;::.!-(} ,,___. .------·------
( J 0'.; Vi • p(' l:l 
~c::ocia te G2neru,l Cc1.;11:::cl 
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FILED 
JUL 1g 3 14 PH '76 
LORETTA 80WH.Ui 

CLERK 

I:l THE EIGHTH JUDICIAL DISTRICT COORT OF THE STATE OF NEVADA 
IN AND FOR THE COUNTY OF CI.ABK. 

* * * 
CAROL JUIM JACOB, ) 

) 
Plaintiff, ) 

} 
-vs- ) 

) 
WI!.L:t.Al'i c. SPENC:; et al, ) 

) 
Defendants. ) 

) DECISIO?l 

ALLSTATE INSORA..~CE COMPANY, ) 
) 

Intervl!nor, ) 
) 

-vs- ) 
) 

I 1 . ,· 
CAROL ANN JACOB, Plaintiff; ) 
WILtIAM C. SPENCE; et al, ) 

) 
Defendants. ) 

) 

Plaintiff, Carol Ann Jacob, and Intervenor, All.state 

Insurance Company, have made cross motions for a partial summary 

judgment as to the Third Cause of Action al.leged in the Inter

venor's Complaint. 

Intervenor's Third Cause of Action·is based upon 

an alleged right of setoff. 

It is alleged that the plaintiff, while riding as 

~ passenger i:: the uninsur~d moto:!: vc:::hicla cf ~n::.1i:1m Spence, 

~·r.:1;:; s::;:".:erely injured as the result of an accident. Plaintiff 

,.-;as insured under a policy provided by Allstate which contained 

both uninsured motorist and no-fault cov~rage. Pursuant to their 

o~ligation under the no-fault coverage, Allstate paid basic re-

pdration benefits to the plaintlZZ. 

EXHIBIT "A" 
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The sole qu~stion now be.Eore this court is wh2thar 

J'.llstate c.an offs~t any amount which may becom~·payable to 

9~aintiff under the uninsured motorist cover~ge by the sum they 

h~ve paid as basic reparation bsnefits. 

NRS 6909020(7) provides: •To the extent that a 

pP.rson is entitled to basic or added reparation benefits under 

Chapter 698 of Nevada Revised Statutes, he may not recover pay

ments under uninsured motor vehicle coverage.• 

NRS 698.290(1) provides: 

"A reparation obliger does not have and may 

not directly or indirectly ~ontract for a 

right of reimbursement from or subrogation 

to the proceeds of a claim for relief or 

cause of action for non-economic detriment 

of a recipient of basic or added reparation 

benefits." ; ., 

After hearing oral argument and considering the 

13 points and authorities submitted, it is the decision of the 

19 I court that NRS 690B020(7) and 698.290(1) can be read in har-

fa I 

mony. NRS 698.290 (l) merely precludes the plaintiff from re-· 

covering her basic reparation benefits under both the uninsured 

a."ld no-fault provisions of the policy. The plaintiff may still 

recover the full value of her non-economic detriment up to the 

limits of her uninsured motorist coverage. 

Accordingly, the plaintiff's motio~ for partial 

sum.'.!ar".f judgrr.ent is granted. 
J~ 

DATED this I / day of July, l.976. 

-




