
SE!1ATE 
cm~ERCE -~ LJI.BOR 

Minutes of Meeting 
Wednesday, .'1\::,-ffil 6, 1977 

The meeting of the Commerce and Labo.:. Cammi ttee was helc1_ or, _z\;?ril 6, 
1977, in qoom 213 at 1:45 P.M. 

Senator Thomas Wilson was in the chair. 

PRESENT: Senator Wilson 
Senator Blakemore 
Senator Ashworth 
Senator Bryan 
Senator Hernstac'l_t 
Senator Young 
Senator Close 

ALSO PRESENT: See Attached List 

The Committee considered the following: 

S. B. 374 CREATES STATE Prn•1E':: A.UTHORITY ( BDR 2 5-10 t! I!) 

The first witness ~,,af': the sponsor, SEN 11 r.:'0P r,1 ILLifil,, 
HERNSTADT, who stated this is a skeleton form bill. 
The purpose of this ~ill is to save money fo.:. power. 
This has been a severe problem in Clark County. Any 
power plants th~t might be owned by this Nevada State 
Power Authority would be exempt from the ad valorem 
taxes which run at 35% of actual value t:iI".1eE' 5 %. ':'hi;; 
would basically be a wholesaler situation. Any sav-i_w,,., 
would be passed to the public. The ope~at ion of the se 
plants could !:le Je;::i.sed out to the exi~-l::5_ng compa.n:i_es 
so that the St.ate ~\1ould not have to h ire a number of 
people. His intent in this bill was to create a pA~er 
conduit through ~hich long term, tax free financing 
could be done to benefit our residents. 

The next witncsG • __ Ta.s Mr. Joe L. Gremb,?- D, Pres ident of 
Sierra Pacific Po~e~ Company. ~ee Exhjbit A for his 
testimony. 

The next witness ~as Mr. Gene Matteucci, ~evada Power 
Company , who toJ.<l t.r.e Committee that to accomplish the 
intent of the bill as it presently was explained by 
Senator Hernstadt i3 a legal impossibil3 ty u nder the law 
of the United States. '::'o retain the tax exe!".lpt status 
of any bonds issued for the constructio~ of generation 
facilities, they would have to be clas~jfied under the 
Internal Revenue Code, Section 103Cl as I~Qustrial 
Development Bonds. ~he limiting sect i ons thereafter of 
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S. B. 415 

that particular section address themselves specifically 
to this type of thing and provide that when the benefit 
of the bonds, that js, the prodoct to be produced goes 
to a non-exenpt person, in excess of 25% of the bonds, 
then the entire bonding issue loses its tax exempt 
status. Refer to ~ape 1 for further details of 
testimonv. 

SENATOR HERNST7\DT moved to kill S.B. 37J,. SENATOR 
YOUNG seconded. 1/ote - unanimous. 

LIMITS CERTAIN D_EQUJ'=?_E~1ENTS AND RESTRICTIONS TO 
P:\RTICULAR TYP:S'? 01? 7\PPLICATIONS BEFOPE PUBLIC SERVICE 
COMMISSION OF ""·TF': 7\J)'\ (BDR h8-1352 

Mr. Stan ~arren, Nevada Bell, an2eared in support of 
S.B. 415. See :exhibit for ir.r. ;=;tan Wr1.rren's testimony. 

SENATOR NOF11AN TY HILBRECHT appeared before the 
Committee. He a.dvi£ed that he wished to reemphasize 
that those who had dealt with the measure that resulted 
in this problem last session had never had their atten~ 
tim called to the I)roblem mentioned by Mr. warren. He 
stated he was satisfied after talking with the people 
at the Public Service Commission, and after reviewing 
the problem that Nevada Bell has experienced, that this 
bill was in order. 

Tom Case, Central ~elephone, stated he was in agreement 
with Mr. Warren and Senator Hilbrecht's testimony. 

Heber Hardy, Commissioner of Public Service ''.ommission, 
stated they have reviewed the language and have no 
objection to what they feel is probably an oversight 
in this particular area. He stated this does not 
preclude the Commission from sus:;,)ending the [.>reposed 
rate for the full amount of time and going to a full 
blown hearing. He stated all it does is reduce some
what the requirements for the filing. They would still 
go into a complete determination as to whether or not 
the proposed rate for that piece of e0uipment, whether 
reclassified or otherwise, is justified and if they 
felt, after staff review, it was merely replacing one 
piece of equipment with another at a hi0her rate with
out a new piece of eouipment,they would probably re
commend that this is in fact., a rate increase and would 
suggest that it go to a full hearing. The only question 
would be whether or not they could have filed something 
else while that matter was pending. He thinks they can 
handle those types of problems by staff review before 
gettin0 into any particular dilemma. l· t 
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S. B. 392 

In response to a question by SENATOR WILSON, Mr. 
Hardy stated they recommend the bill. 

REMOVES REQUIREMENT FOR WEEKEND CLOSING OF STATE BANKS 
AND PROHIBITS ADOPTION OF AGENCY REGULATIONS OR LOCAL 
ORDINANCES WHICH REQUIRE CLOSING OF BUSINESSES ON CERTAIN 
DAYS OF THE WEEK (BDR 19-1059) 

The first witness was SENATOR WILLIAM HERNSTADT who 
told the Committee the bill is basically an anti-blue 
law bill. It is to withdraw any requirements for 
forced closings on Saturdays, or Sundays or specific 
days of the week for anything. 

Mr. Preston E. Tidvall, Superintendent of Banks, testi
fied next. See Exhibit C for his testimony. 

Ms. Chris Barainca, National Association of Banking 
Women, opposed this bill. She stated that she repre
sented 5 banks and over 300 women officers in the 
Northern Nevada area. Most of the women at the banks 
spend their weekends washing and cleaning, going to 
church and spending time with their children. She 
believes that competition would force the banks to 
open and lesser position employees will be working. 
She stated that the security problems would be increased. 
Many women chose the banking profession because of the 
good working conditions, having holidays and weekends 
off. She pointed out that it would be costly to keep 
the buildings warm or air conditioned. 

Ms. Mary Hager, representing the American Institute 
of Banking, stated their membership is 2,147. She 
opposed this bill. She said that about 60% of the bank 
tellers are women and they want the weekend5. They have 
babysitting problems and want to be home on weekends 
with their husbands. She agreed on the conservation 
matters of heat, etc. as well as the security problems. 
She stated religion was a matter of consideration. 
Shefelt they would lose a good 50% of the staff if the 
banks had to stay open for competitive reasons. 

Mr. Bill Reuck, American Institute of Banking, spoke 
against the bill. He stated there would be additional 
expenses and staffing problems. Costs would be passed 
on to the consumer. He stated that banking does not 
satisfy the needs of the tourists. It is designed 
primarily for the service and convenience of customers 
and local people. He reiterated problems covered by 
earlier witnesses against the bill. 
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S. B. 404 

A. B. 307 

Mr. Jordan Crouch gave the history of banking within 
the State of Nevada. Five day banking has been the 
most satisfactory they have found thus far. He stated 
that savings and loan operations are different in nature. 

PERMITS PRIVATE INSURANCE CARRIERS TO WRITE WORKMENS' 
COMPENSATION INSURANCE (BDR 53-829) 

Mr. RichaldGarrod, Farmers Insurance Group, stated 
his group is interested in the free competitive system 
of private insurance companies being involved in writing 
workmens' compensation. He believes there should be an 
interim study on the workmans' compensation program on 
states that have the three way system. 

Mr. Joe Midmore, representing the Nevada Independent 
Insurance Agents, told the Committee they had put in a 
bill draft request and the bill they received was not 
what they had put in. 

Mr. Midmore indicated that he didn't think that any 
insurance company he knew would come into the State 
with this type of legislation. Regarding the study, 
Mr. Midmore suggested that the study be pointed at the 
three way system rather than a study of the NIC as such. 
It should direct that the work be done either by or with 
the close cooperation of an independent actuarial con
sulting firm. He did not think NIC could be as object
ive about it. 

Mr. George Vargas stated his people would not support 
this bill. He submitted Exhibits D and_b (Suggested 
amendment to ACR 19 which is an amendment to study the 
Commission and a statement to the problems and position 
regarding a three way system at the present time). 

PERMITS REBATES OF HEALTH INSURANCE BENEFITS FOR WEEKEND 
USE OF HOSPITAL FACILITIES (BDR 57-743) 

The first witness was Mr. David Brandsness, Administrator 
of Sunrise Hospital, who was in favor of A.B. 307. See 
Exhibit F. 

The bill is designed to prohibit insurance companies from 
discriminating against patients and/or a hospital that 
chooses to develop an incentive program to better util
ize the assets of the business. Secondly, the right to 
reward a patient for making a contribution in the de
cision making process. 

A -,, ~ -- ----
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He discussed employee numbers, monies made and patients 
handled. He stated Sunrise Hospital has made an effort 
to operate on a 7 day a week basis, over the past two 
or three years. 

SENATOR CLOSE asked if the physicians would be avail
able on the weekends and if the operating rooms would 
be utilized. Mr. Brandsness stated that operating 
rooms are not utilized on Sunday. Twelve to fourteen 
operations are run on Saturday. On Sundays they run 
GI series and all laboratory services are available 
and utilized. 

He discussed who the 5-1/4% rebate should to to the 
patient or the insurance company. The question of the 
uninsured patient was discussed. 

The next witness was Mr. Seymour Schulman. See Exhibits 
_g_, .!i, and ..L He told the Committee that bringing 
patients in on weekends and not operating until the 
following Monday ran the cost up -- became a matter of 
over-utilization. He brought up the matter of who is 
entitled to the rebate. 

Dr. Otto Ravenholt, Health Officer for the Clark County 
Health District, (see Exhibit J) stated he has great 
difficulty in understanding why the rebate is so differ
ent from the discount. He stated there is no cap on 
the amount of rebate allowed. He could see this type of 
mechanism were it to be endorsed by the Legislature, a 
considerable problem as far as the overall medical cost 
problems are concerned. 

He discussed the insurance coverages and staffing 
schedules, and reviewed bed situations in various 
hospitals. 

Mr. Milos Terzich, Health Insurance Association of 
America, submitted statements given before the Assembly 
on this bill (Exhibit M). His supplemental statement 
for this Committee is also attached as Exhibit K. 

He told the Committee that he believes this bill would 
require a fiscal note. 

Richard Garrod, Farmers Insurance Group, stated that 
many purchasers of health and accident insurance 
throughout the state will be contributing to the refund 
of the few patients who patronize this hospital. Every
body who buys an insurance policy of health and_~ccident 

. ·---·=-, ~;;. -.... 

dmayabb
Senate



' 

I 

Commerce & Labor Committee 
April 6, 1977 
Page 6 

A. B. 455 

and a no fault automobile insurance or automobile 
medical insurance will be contributing if the person 
covered under any of those coverages goes to this 
hospital during the period of time when there is a 
refund. 

The main thing the insurance industry specifically 
opposes is the fact that everyone that they sell in
surance to is paying to provide a service, but only a 
few are able to go to a certain hospital in a certain 
service area. The people in Reno, Elko, and any town, 
who purchase insurance are paying a base cost, but 
someone that lives in Clark County gets a rebate. Our 
insurance policy in relationship to medical payment 
under the no fault medical expenses and under a standard 
medical payment of your medical pay on your car, states 
expenses incurred. Are those expenses sent by the 
hospital prior to the rebate actually incurredZ If not, 
there is an act of fraud against the insurance company. 
He was instructed by one company that they will quit 
writing group insurance in this state if this carries. 

Dr. Henry Soloway, Associate Pathologists, discussed 
two points. (1) How do you, by giving a rebate, en
courage the physician to leave his family, friends, 
church and go to practice medicine on the weekends. 
The answer that is basically there is no incentive. 
(2) If you encourage people that -~,re seriously J_ 

ill to wait to go in for treatment until the rebate is 
in effect, you are putting these people in jeopardy. 

REVISES PROCEDURES FOR HEALTH INSPECTIONS OF FOOD AND 
DRINK ESTABLISHMENTS (BDR 40-1143) 

Mr. Douglas Pushard (see Exhibit M), Clark County 
District Health Department, Clark County District Board 
of Health opposes the amendments as written. The amend
ments, they feel, would be misleading to the public if 
inspections were made and then the grades were not 
posted on that establishment for three days. 

In the existing NRS it says that an inspection will be 
made within 10 days if it happens to be a Grade C 
establishment. Our policy has been never to let that 
10 days go by. 

If there was an objection within the 10 day period and 
you wanted to change that to 48 hours he feels there 
would be no objection from their standpoint if they were 
required to make the inspection within even 24 hours. 

He discussed grading procedures with the Committee. 

dmayabb
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S. B. 423 

Mr. Rod Welks, Supervisor Sanitarian for State Consumer 
Health Protection Services, feels that the grading 
system as it exists gives them leverage in promoting 
sanitation. To change it as set out by A.B. 455, would 
make grading largely ineffective. He personally thinks 
there should be a 10 day period between the request and 
the reinspection. He felt it would prompt the operator 
to maintain the sanitation. 

Mr. John Gionatti, Harrah's,stated he was concerned 
about the rate in his establishments. He said he 
represents the industry. They have asked that the 48 
hour provision be placed because they felt the 10 days 
was much too long to have a "B" or "C" rating sitting 
in the public when you had corrected the deficiencies 
that had been called to their attention. 

See Exhibit N offered by Mr. Gionatti. He discussed 
time for cleanups, etc. 

Dr. Otto Ravenholt, Clark County Health District, told 
the Committee that the industry in Southern Nevada and 
Mr. Cahill had assured him that they were not seeking a 
change in this from the resort hotel side and were not 
seeking this bill. 

Mr. Gionatti stated from the floor that he had talked 
to Mr. Cahill and he had told him that he would support 
it. 

Mr. Rod Welks offered an inspection form for Senator 
Close's study. (See Exhibit 0) 

REGULATES TITLE INSURERS (BDR 57-1242) 

Or. Dick Rottman asked the Committee if they would 
consider hearin~ at this meetin~ the Title Insurance 
Bill, -8.B. 423. He stated that the industry and the 
insurance division had worked on this. He discussed his 
reasons for this request. 

SENATOR ASHWORTH discussed the time problems with this 
bill. 

CHAIRMAN WILSON stated that since the bill has not been 
posted it was not appropriate to consider it at this 
hearing. He asked the secretary to post it to Monday, 
April 11th agenda, for consideration. 

Dr. Rottman advised that he would make the proper 

1d .:~5 
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S. B. 356 

notifications for the hearing. 

REGULATES MOTOR VEHICLE DEALERS'FRANCHISE (BDR 43-922) 

SENATOR WILSON indicated that he had asked Messrs. 
Daryl Capurro and Bob Guinn to return to Committee to 
discuss this bill which had been heard on April 1, 1977. 

The Committee discussed the fact that General Motors had 
not submitted their suggestions and/or amendments by 
Monday morning as they had indicated they would. 

The secretary indicated that upon receipt of the amend
ments they were distributed to the Committee members 
immediately. 

The Committee reviewed the General Motors suggestions 
and the bill in general with Messrs. Capurro and Guinn, 
and jointly worked out questions regarding the bill. 
Refer to Tape 6 for amendments and discussion. See 
Exhibit P. 

SENATOR ASHWORTH moved to amend and pass the bill. 
Senator YOUNG seconded. 

Vote: Do pass; SENATORS ASHWORTH, CLOSE, WILSON, YOUNG, 
HERNSTADT. 

SENATOR BRYAN absent. SENATOR BLAKEMORE 
abstained. 

ADMINISTRATIVE MEETING 

BDR 57-1780 

BDR 54-1504 

BDR 54-1598 

PROHIBITS BAIL BONDMEN FROM MAKING CAMPAIGN CONTRIBUTIONS 
FOR OR AGAINST ELECTION OF CANDIDATES FOR CERTAIN PUBLIC 
OFFICES. 

Senator Hernstadt moved for introduction. Seconded 
by Senator Young. Vote: Unanimous. Senator Bryan 
absent. 

CHANGES TIME WITHIN WHICH TO FILE RECORD OF LAND SURVEY. 

Senator Young moved for introduction. 
Senator Hernstadt. Vote: Unanimous. 
absent. 

Seconded by 
Senator Bryan 

AUTHORIZES STATE BOARD OF PHARMACY TO ISSUE REGISTRATION 
CERTIFICATES TO PHYSICIANS' ASSISTANTS FOR POSSESSION, 
DISPENSING OF CONTROLLED SUBSTANCES, POISONS, DANGEROUS 
DRUGS AND DEVICES. 

dmayabb
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BDR 57-1513 

BDR 10-1474 

BDR 54-1103 

BDR 34-1576 

A. B. 455 

A. B. 307 

S. B. 404 

Senator Young moved for introduction. Senator 
Blakemore seconded. Vote: Unanimous. Senator 
Bryan absent. 

ALLOWS COMMISSIONER OF INSURANCE TO CONDITION 
CONTINUATION OF CERTAIN LICENSES UPON COMPLETION 
OF APPROPRIATE COURSES OF STUDY. 

Senator Ashworth moved for introduction. Senator 
roung seconded. Vote: Unanimous. Senator Bryan 
absent. 

ESTABLISHES REGULATIONS FOR SALE OF CERTAIN LODGING 
AND RECREATIONAL FACILITIES. 

Senator Young moved for introduction. Senator 
Hernstadt seconded. Vote: Unanimous. Senator 
Bryan absent. 

REVISES LICENSING REGULATIONS FOR REAL ESTATE BROKERS 
AND SALESMEN 

Introduction motion by Senator Young. 
Senator Hernstadt. Vote: Unanimous. 
absent. 

Seconded by 
Senator Bryan 

PERMITS DEFERRED COMPENSATION AGREEMENTS BETWEEN 
TEACHERS AND SCHOOL BOARDS. 

Committee did not introduce. Referred for introduction 
to Senator Schofield of Human Resources Committee. 

REVISES PROCEDURES FOR HEALTH INSPECTIONS OF FOOD 
AND DRINK ESTABLISHMENTS (BDR 40-1143). 

Motion. Amend and Pass (2 days) Senator Hernstadt. 
Seconded by Senator Young. Vote: Unanimous - all 
present but Senator Bryan. 

PERMITS REBATES OF HEALTH INSURANCE BENEFITS FOR 
WEEKEND USE OF HOSPITAL FACILITIES (BDR 57-743). 

Committee discussed several motions. No action taken 
on this bill. Senator Young did not participate in 
discussion regarding the processing of this bill. 

PERMITS PRIVATE INSURANCE CARRIERS TO WRITE WORKMENS' 
COMPENSATION INSURANCE (BDR 53-829). 

Motion to indefinitely postpone by Senator Close. 
Seconded by Senator Hernstadt. Vote: Unanimous -
all present but Senator Bryan. 

--
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S. B. 392 

S. B. 415 

S. B. 356 

S. B. 383 

S. B. 350 

S. B. 139 

REMOVES REQUIREMENT FOR WEEKEND CLOSING OF STATE 
BANKS AND PROHIBITS ADOPTION OF AGENCY REGULATIONS 
OR LOCAL ORDINANCES WHICH REQUIRE CLOSING OF 
BUSINESSES ON CERTAIN DAYS OF THE WEEK {BDR 19-1059). 

Motion to indefinitely postpone by Senator Ashworth. 
Seconded by Senator Blakemore. Vote Indefinitely 
Postpone: Senators Ashworth, Close, Wilson, Blakemore, 
Young. ::-Senator Hernstadt voted against postponement. 
Senator Bryan absent. 

LIMITS CERTAIN REQUIREMENTS AND RESTRICTIONS TO 
PARTICULAR TYPES OF APPICATIONS BEFORE PUBLIC SERVICE 
COMMISSION OF NEVADA {BDR 58-1352). 

Motion to pass by Senator Blakemore. Seconded by 
Senator Close. Vote: Unanimous. Senator Bryan 
absent. 

REGULATES MOTOR VEHICLE DEALERS'FRANCHISES {BDR 43-922). 

Senator Ashworth moved to amend and do pass. Senator 
Young seconded. Vote: Yes. Senators Ashworth, Close, 
Wilson, Young and Hernstadt. Senator Blakemore 
abstained. Senator Bryan absent. 

REQUIRES NEVADA INDUSTRIAL COMMISSION TO PROVIDE 
TOLL FREE TELEPHONE SERVICE TO CLAIMANTS {BDR 53-1304). 

Motion to do pass by Senator Ashworth. Seconded by 
Senator Young. Vote: Unanimous. Senator Bryan 
absent. 

REPEALS BASIC REPARATIONS PROVISIONS OF AUTOMOBILE 
INSURANCE {BDR 57-1216). 

Motion to Kill S. B. 350 by Senator Ashworth. 
Seconded by Senator Hernstadt. Vote: Unanimous -
Senator Bryan absent. 

REGULATES PRACTICE OF OSTEOPATHIC MEDICINE AND 
DEFINES TERMS RELATING TO HEALTH CARE {BDR 54-81). 

Senator Young moved that the Committee go with the 
amendment and if any question can have it taken off 
the board. Seconded by Senator Blakemore. 

Amend and do pass vote unanimous - Senator Bryan 
abse:r;it. 

1 ,,, 8 
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Meeting adjourned 6:50 P.M. 

Respectufully submitted, 

dmayabb
Senate



SENATE 

ROOM'~o-/3 DATE 

SE PRINT . _ PLEASE PRINT ... _ PLEASE PRINT .. -PLEASE PRINT .... PLEASE. j?RINT . _PLEASE 

. -TESTI 
FYING? NAME ORGANIZATION ADDRESS PHON1 

... ·· ···-·· ------·- -- - -- ----- 1--· -----

--· ----- ··--· - - - -- -·-- - ---- -- -- -- -- ----------- -- -- --- ---- ---•-•. ----- - - -- ---- - -------- ·-··•--- ---- -- --·-· -- ---·------···- ------ - -



- .TESTI 
FYING? 

' c91~ 
ROOM-:l!i!!9:=· 

SENATE 

DATE l/, ? - 71 
-----"""--'-------'---

PRINT .. PLEASE PRINT - . PLEASE PRINT . PLEASE PRINT .. PLEASE. .PRINT . __ PLEASE 

NAME ORGANIZATION ADDRESS PHON] 

. ---- ·---------------··>----

. -----· --------------1-----------

······-··· ·····-- -······---···-·--·-- ·------- -··· · ·····-· ·-- ··-·--···-··--·--··----· ·-•-····- ----------·--··---



AGE~td~~~~~MMITfEE ON ....... . ~.~~.
1.~~.~.C?.~ .... ~ .... 1::!:.~~~·················· 

April 6, 1977 . 1: 30 PM 213 Dat~ .................•..................... Tune .............................. Room ................ - ........... . 

Billi or Resolutioru 
to be consid.:red 

~.B. 374 

S.B. 415 

S.B. 392 

S.B. 404 

A.B. 307 

A.B. 455 

R E V I S E D 
Subject 

Creates state power authority (BDR 25-1044) 
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Limits certain requirements and restrictions to 
particular types of applications before public 
service commission of Nevada (BDR 58-1352) 

Removes requirement for weekend closing of state 
banks and prohibits adoption of agency regulations 

.or local ordinances which require closing of 
businesses on certain days of the week (BDR 19-1059) 

Permits private insurance carriers to write workmen's 
compensation insurance (BDR 53-829) 

Permits rebates of health insurance benefits for 
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Reyises procedures for health inspections of food and 
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PRESENTATION TO THE 

SENATE GOVERNMENTAL AFFAIRS COMMITTEE 

APRIL 6, 19 77 

MY NAME IS JOEL. GREMBAN AND I AM PRESIDENT OF SIERRA PACIFIC 

POWER COMPANY. 

SIERRA PACIFIC POWER AND THE OTHER ELECTRIC UTILITIES IN NEVADA 

HAVE DONE AN OUTSTANDING JOB OF PROVIDING THE RELIABLE, ADEQUATE 

SUPPLY OF POWER REQUIRED TO PRESERVE THE HEALTH, SAFETY AND WELFARE 

OF THE PEOPLE OF THIS STATE. LONG RANGE CAPACITY PLANNING, AND POWER 

SYSTEM POOLING HAVE ENABLED THE UTILITIES TO PROVIDE FOR ALL REQUIRE

MENTS OF ITS CUSTOMERS. WE HAVE HAD NO BROWNOUTS, BLACKOUTS OR POWER 

SHORTAGES RESULTING FROM A LACK OF CAPACITY. OUR EXPERIENCE AT SIERRA 

OF A 99.99+% RECORD OF RELIABILITY ATTESTS TO THE FACT THAT A RELIABLE 

SOURCE OF POWER EXISTS. 

IN MY OPINION, POWER HAS BEEN PROVIDED AT A REASONABLE COST 

TO ALL CONSUMERS. WE ARE NOT THE HIGHEST COST AREA, SUCH AS IS 

REPRESENTED BY AREAS ON THE EAST COST WHERE RATES HAVE REACHED A 

PEAK OF 8 • 78 CENTS PER AVERAGE KILOWATT HOUR SOLD TO A RESIDENTIAL 

CONSUMER, NOR THE LOWEST AS REPRESENTED BY COMPANIES WITH LOW COST 

HYDRO POWER AVAILABLE, WITH AVERAGE RESIDENTIAL SALES EQUATING TO 

1. 62 CENTS PER KILOWATT. SIERRA'S COSTS AVERAGE 4. 04 CENTS PER 

KILOWATT OF RESIDENTIAL SERVICE. THIS HAS BEEN ACCOMPLISHED IN 

SPITE OF THE FACT THAT SIERRA'S SERVICE AREA HAS VIRTUALLY NO 

NATURAL ENERGY SUPPLY AVAILABLE. ALL NATURAL GAS, OIL AND COAL 

-
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MUST BE IMPORTED AND HYDRO POWER IS VIRTUALLY NON-EXISTENT. 

JANUARY 1, 1974, SIERRA HAS INCURRED FUEL, PURCHASED POWER AND 

NATURAL GAS PURCHASED COST INCREASES OF $41,600,000. 

SINCE 

ESTABLISHMENT OF A STATE POWER AUTHORITY WOULDN'T HAVE REDUCED THESE 

COSTS ONE CENT SINCE IT WOULD HAVE NO MORE INFLUENCE OVER THESE COSTS 

THAN WE HAVE. 

THE BILL ASSUMES THAT THE AUTHORITY COULD ISSUE BONDS AT A 

LOWER RATE OF INTEREST THAN PUBLIC UTILITIES GENERALLY, THEREB{ 

RESULTING IN AN INTEREST SAVING. IN FACT, IT IS DOUBTFUL UNDER CURRENT 

INTERNAL REVENUE SERVICE RULES THAT THIS COULD IN FACT BE ACCOMPLISHED, 

AND IF IT COULD, ANY BENEFIT IS OFFSET BY THE INVESTMENT TAX CREDIT 

OF 10% WHICH IS AVAILABLE TO AN INVESTOR-OWNED UTILITY. IF THE TAX I EXEMPT STATUS IS NOT AVAILABLE TO AN AUTHORITY, ITS INTEREST COSTS 

WOULD IN FACT BE HIGHER THAN THE INVESTOR-OWNED UTILITY. 

A FURTHER PROVISION IN THE BILL PROVIDES NOT ONLY FOR THE 

AUTHORITY TO CONSTRUCT, ACQUIRE, AND PURCHASE NEW FACILITIES FOR 

GENERATION, TRANSMISSION AND DISTRIBUTION, BUT TO ALSO BY EMINENT 

DOMAIN TO TAKE PRIVATELY OWNED PUBLIC UTILITY PROPERTY. 

THERE IS NO PROVISION FOR JUSTIFICATION STUDIES, NO PROVISION 

ON REIMBURSEMENT OF CURRENT OWNERS, NO CONTROL OR APPROVAL TO BE 

OBTAINED FROM ANY INDEPENDENT AGENCY SUCH AS THE PUBLIC SERVICE 

COMMISSION OR THE STATE FINANCE BOARD. THE AUTHORITY WOULD HAVE 

VIRTUAL DICTATORIAL AUTHORITY WITHOUT REPORTING TO THE CITIZENS 

AS TO ACQUISITIONS MADE. 

A STUDY WAS MADE BY BLYTH EASTMAN DILLON FOR THE LEGISLATIVE I SUB-COMMITTEE STUDYING PUBLIC UTILITIES ON THE COSTS INVOLVED IN 
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IN ACQUIRING THE PROPERTIES OF NEVADA POWER. IT POINTED OUT THAT 

TO ACQUIRE JUST THAT ONE UTILITY WOULD REQUIRE FUNDS IN THE AMOUNT 

OF $1.2 BILLION. 'IT FURTHER POINTED OUT THAT THIS AMOUNT OF 

FINANCING WOULD GREATLY EXCEED THE CURRENT DEBT LIMITS OF THE 

STATE. IT ALSO POINTED OUT THAT ONLY 15 STATES IN THE COUNTRY 

HAVE A TOTAL DEBT OF OVER $1 BILLION AND THAT ONLY 12 STATES HAVE 

TOTAL STATE AND LOCAL DEBT EXCEEDING $1000 PER CAPITA, YET THIS 

ONE ACQUISITION ALONE WOULD SKYROCKET NEVADA'S PER CAPITA DEBT TO 

A NATIONAL HIGH OF $2,857. UTILITY RATES BASED ON SUCH ACQUISITION 

COSTS WOULD BE SUBSTANTIALLY HIGHER THAN PRESENT RATES. A COPY OF 

THE REPORT IS INCLUDED FOR YOUR INFORMATION. 

THERE IS NO PROVISION FOR CONTROL OF RATES. PUBLIC AUTHORITIES 

COULD SET THEM AT WILL. NO CONTROL OVER PLANNING OR REVIEW OF 

OPERATIONS BY ANYONE. THIS CAN ONLY RESULT IN HIGHER RATES. ONE 

ONLY HAS TO LOOK AT THE POST OFFICE AND THE MEDICAID PROGRAM TO 

SEE HOW EFFICIENTLY A GOVERNMENTAL ENTITY CAN OPERATE. ANOTHER 

MAJOR FACTOR TO CONSIDER IS THE LOSS OF PROPERTY TAXES WHICH WOULD 

HAVE TO BE MADE UP IN SOME MANNER. A POWER AUTHORITY WOULD PAY 

NO TAXES. SIERRA PRESENTLY PAYS APPROXIMATELY $2.3 MILLION IN 

PROPERTY TAXES TO THE COUNTIES IN WHICH IT SERVES. THE PROPERTY 

TAXES APPLICABLE TO THE NEW PROPOSED PLANT AT VALMY, UNIT #1, 

ONLY WILL PRODUCE UP TO $2 MILLION IN NEW TAXES FOR THE COUNTIES. 

A NUMBER OF COUNTIES ARE CURRENTLY PUSHING THE $5 STATUTORY LIMIT, 

PARTICULARLY WASHOE AND CLARK COUNTIES. A NEW SOURCE OF TAX 

REVENUES WOULD HAVE TO BE DEVELOPED, THE CURRENT RATE OR ASSESS-I MENT RAISED, AN INCOME TAX IMPOSED, ETC., A PARTICULARLY UNPOPULA~,; :'.$ 

-
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APPROACH AT ANY TIME. 

I CAN SEE NO WAY IN WHICH A PUBLIC POWER AUTHORITY CAN 

RESULT IN LOWER RATES TO THE CONSUMER. THIS .WOULD ONLY CREATE 

A NEW PUBLIC BUREAU WITH EXTREME AND UNCONTROLLED POWER. IT COULD 

SET ITS OWN RATES, SERVICE RULES, CONDEMN' PROPERTY, BOND IN THE 

BILLIONS OF DOLLARS, TO THE DETRIMENT OF THE STATE AND ITS 

CITIZENS, ALL FREE FROM SUPERVISION OR CONTROL OF ANYONE. 

EVEN IN THE STATES WITH THE HIGHEST UTILITY RATES IN THE 

COUNTRY, MAINE, NEW JERSEY, NEW YORK AND MASSACHUSETTS, THE 

CITIZENS COULD SEE NO SAVINGS AND REJECTED THE PROPOSALS OF 

A PUBLIC POWER AUTHORITY. 

I STRONGLY RECOMMEND THAT IN THE BEST INTEREST OF THE 

PEOPLE OF THE STATE OF NEVADA THIS BILL SHOULD BE REJECTED. 
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February 11, 1976 

Honorable Daniel J. Demers 
Chairman 
Utility Study Co!l'mittee 
Nevada Legislature 
231 Edelweiss Place 
··At. Charleston 
Las Vegas, Nevada 89101 

Dear ' -Ar. Chairman: 

In response to your request of October 15, 1975, we are 
pleased to submit the following analysis concerning the Nevada Power 
Company. Pursuant to your directions, we have limited our discussion 
to that single Company. However, since any State legislation providing 
for the acquisition or financing of investor-owned utilities would by 
necessity have to cover all investor-owned utilities in the State of Nevada, 
the magnitude of the conclusions reached herein would need to be in
creased several fold 

A number of issues were raised in your letter concerning 
Nevada Power Company and the potential public operations of an electric 
utility. Basically, we have attempted to answer these questions: 

1) Could tax-exempt debt be substituted for the Company's 
existing debt without the credit of the State or with the 
credit of the State. 

2) Could the State acquire the outstanding stock of Nevada 
Power Company and thereby assume operations of the 
Company. 

3) If the State were to acquire the assets of Nevada Power 
Company at their replacement cost, what would the 
price be. 

Our answer to the first question is negative on both legal and 
ccono11 1ic grounds. First of all, there is no State of Nevada StarutP. 
which pcn:1its such a financing. Even if such a statute existed, the lnternal 
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Revenue Code would prohibit the tax-exempt privilege on such bonds, 
thereby eliminating the advantage to the refinancing. 

Secondly, if the Company's currently outstanding debt was 
to be refunded on a tax-exempt basis in the present market, the bonds 
would command an interest rate of at least 9. OOfo. However, of the 
$154,000,000 of long-term debt which is outstanding, only $40,000,000 
has been issued at a rate of 9. 00% or higher and the premium required 
for redeeming the bonds would make any refunding inordinately expensive. 

Finally, if the State was to Jend its own credit to a refunding 
issue, an even lower rate of interest would be available, herein estimated 
at 7-1/2%. While this would make refinancing far more feasible from an 
economic standpoint, the legality is dubious. We will advise you in the 
future as to our specific findings in this area. 

Alternatively, the State could enact legislation which would 
enable it to acquire~ and operate the Company as a publicly-owned power 
agency. The issuance of tax-exempt bonds for this purpose is already 
permitted under federal statute. 

In the following tabulation, we show the purchase price of the 
Company's stock at the market price, plus the estimated cost of paying 
off all existing debt and preferred stock (L e. total acquisition). This is 
an unrealistic number since the price of the stock would immediately rise 
upon announcement of the acquisition. Therefore, the purchase of stock 
and all liabilities of the Corporation are also shown at the stock's book 
value, which somewhat represents the historical investment. 

Stock Purchase 

Common Stock (1) 
Preferred Stock Series A 
Preferred Stock Series B 
Preferred Stock Series C 

Current Stock 
Price 

($19. 75/Share) 

So. Nevada Pwr. Co. Obligations 
Long-Term Ccbt 

$49,748,000 
9,000,000 

13,500,000 
17,006,000 
8,356,000 

154,000,000 
75,000,000 Short-Term Cebt 

Total $326,610,000 

&>ok Value 
Price 

($32. 32/Share) 

$ 81, 411, 000 
10, 925, 000(2) 
16,417, 000(2) 
16,056, 000(2) 
8,356,000 

161, 700, 000(3) 
75,000,000 

$369,865,00() 
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(1) 2,518,902 shares assumed outstanding. 
(2) Redemption value per issuing resolution. 
(3) Across the board 5% premium added for call and 

brokerage. 

Since it is very logical to assume the Company would resist 
a State acquisition, a condemnation value must be considered. In 
California there are three recent condemnations of a private utility by 
public agencies which indicate the court's attitude in such matters. 
(For reference see: City of Riverside vs. Southwest Water Company, 
Alameda County Water District vs. Citizens Utility Company and 
South Bay Irrigation District vs. Calif-American Water Company. ) In 
two of these cases the replacement cost less depreciation was used by 
the court in setting the purchase price. 

While-a detailed report on the replacement cost of the Company's 
assets would be extremely expensive and time-consuming to prepare, we 
have made the following preliminary estimate based upon our experience 
in financing the construction of similar facilities. 

Generating plant 
Transmission facilities 
Distribution facilities 
Other miscellaneous equipment 

Total 

$1,133,000,000 
34,000,000 
42,000,000 

6,000,000 

$1,215,000,000 

Obviously it is speculative to try and assign a value whicl1 a 
court would put upon the Company's assets. However, if the State were 
to acquire this utility for the public benefit, it would also have to consider 
acquiring the State's other major utilities in order to be equitable. These 
acquisitions certainly would drive the total bonding costs into the billions 
of dollars. 

As you know, this amount of financing would greatly exceed 
the current debt limits under Nevada's Constitution. 

The effect of a billion dollar bond issue on the State of Nevada 
is hard to imagine. It would most certainly rival the n1 ost amhitious 
plans undertaken by the City of New York. For example, there are only 
15 states which currently have total debt in excess of $1 bill ion and the 
total state and local debt exceeds $1. 000 per capita in only 12 states. The 
addition of a $1 billion bond issue would skyrocket Nevada's per capita 
debt to a national high of $2,857, exceeding even that of New York City _.a 
and the ptate of New York, a dubious honor. 1 1 • .::~ 
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ln two cases (the Power Authority of the State of New York 
and the Oglethorpe Power Authority in Georgia) tax-exempt bonds have 
been used to acquire an interest in investor-owned generating plants. 
However, in each of these instances, there have been public power users 
available to absorb 75% of the generating capacity so acquired, a con
dition precedent to obtaining approval of the financing by the [nternal 
Revenue Service. This situation does not exist in the State of Nevada. 

We trust that the enclosed material will be of so!l1e assistance 
to your committee's deliberations on this most serious problem which 
plagues many American communities. 

- ~.-. 

Enclosure 

Very tru 1 y yours, 

BLYTH EASTMAN DILLON & CO. 
INCORPORATED 

A _f) I) ,;, ~} 
r-x'J r'"'r l ~'Cwe(/o)~ 

Terrence E. Comerfo/ct 
Senior Vice President 
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M E M O R A N D U M 

TO: Honorable Daniel J. Demers, 
Chairman 
Utility Study Committee 
Nevada Legislature 

FROM: · Dennis G. Ciocca 
Blyth Eastman Dillon & Co. 
Incorporated 

DATE: 

RE: 

February 11, 1976 

Nevada Power Company 
Financial Studies 

The purpose of this memorandum is to serve as supportive data to the 
conclusions provided in my letter of February 11, 1976. The memorandum is 
for the use of yourself and members of the committee in understanding some 
of the conclusions reached. However, since much of this material is tech
nical in nature and could erroneously be quoted out of context, we would 
appreciate your keeping this memorandum confidential. 

In your letter a number of issues have been raised and we will attempt 
to ar.swer them in the same order. The first inquiry involves the total debt 
load of the Company (NPC) and how the State or another political subdivision 
might assume that debt. For purposes of our analysis it is assumed that 
the-intention here is to substitute tax exempt bonds for the Company's 
existing bonds (i.e. refund the existing debt at municipal rates), thereby 
enjoying a lower interest rate, but continuing the operation of NPC as a 
private utility. (See "Debt Assumption".) 

The second, third and fourth questions appear related in the fact that 
they all apply to a State acquisition of the Company. Since they are related 
questions, dealing with difference and rationale of price, they are jointly 
answered under the heading "State Acquisition". · Please note that your inquiry 
has been limited to information concerning NPC. However, should the State 
embark upon a program of acquiring or financing utilities, the additional 
burden of Sierra Pacific Power Company, Southwest Gas and any other investor
owned utilities in Nevada must be added to our conclusions. 

Finally, we are listing some suggestions under the heading "Other 
Altern,ltives" which, while not requested, may be worthy of consideration. 

DEBT ASSUMPTION: The Company currently has approximately $154,000,000 
of long-term debt outstanding, of which $20,000,000 is represented by 25-
year pollution control bonds which are tax exempt. These bonds were sold 
on March 5, 1974 at a net interest cost of 6.44% while the Bond Buyer2 Index 
(the most frequently used barometer of municipal bond prices) stood at_ s..,. 26% ~ 

1 i t .;,i-~ 
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Although these bonds would not be candidates for refinancing at 
municipal rates (since they are already issued on a tax exempt 
basis) they provide a useful comparison of the level where bonds 
might be sold today. 

When offered for sale these pollution control bonds were priced 
at 14% above the existing Bond Buyer's Index. Today's Index is 6.85% 
and applying the same factor for differential would result in a net 

· interest rate in today's market of 8.00%. However, since these bonds were 
issued the Company has suffered a decline in credit rating and a higher 
differential exists. At the present time these bonds are being reoffered 
in the secondary market at a rate of about 9.00%. 

Of the Company's remaining bonds, only $40,000,000 have been issued 
at a rate of 9.00% or higher as is shown below. 

Coupon Due Call Price 

$10,000,000 Series J 9 % 1999 109.00 
$10,000,000 Series K 9-3/8% 2000 107.44 
$20,000,000 Series M 10-7/8% 1984 109.52 

From the above, it is not feasible to refund the Company's high 
coupon debt at the current tax exempt rate, when one includes the call 
premium and issuing expenses which would be involved. The additional 
par value to be sold just to pay the redemption premium would be $3,548,000. 

The remainder of the Company's debt is callable either at par or 
at a premium (usually small). However, since the interest rate is lower 
than the comparable rate at which tax exempt bonds could be sold (some 
of these bonds bear interest as low as 4.25%), the outstanding debt 
would have to be acquired at a substantial discount in order to make 
the refunding feasible. 

The above discussion assumes that a refinancing would not include 
a pledge of the State's own credit. Obviously, if such a pledge was made . 
the interest rate would be lower, in the current market somewhere around 
-7½%, making such refinancing far more feasible. We are currently investi
gating the legality of such a financing for several clients and ·will ad
vise you of our findings as soon as they are available. 

In addition to NPC's long-term bonds there is approxinately 
$75,000,000 of short-term debt which will have to be refinanced under 
a long-term arrangement as soon as possible. No doubt it would benefit 
the Company if this could be arranged on a tax exempt basis. However, 
at the present time both State and Federal law prohibit such a financing 
arrangement. 

In a telephone conversation with bond counsel to the State of Ne
vada, we ~ere advised thdt ther~ is no cvrrent provision in the Nevada 
statutes for the issuance of tax exempt corporate debt other than for 
pollution control purposes and certain water facilities. As a member 
of the Assembly, you could no doubt introduce some form of enabling 
legislation for such financing. 

I 
More difficult than the local lcr,islation is that on the FcdPr.:11 
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the tax exemption privilege to obligations of a "~tate or local 
government" with certain exceptions found under Sections 1O3(c) 
and (d) for industrial revenue bonds. Unfortunately, none of these 
exemptions would apply to refinancing the debt of the Nevada Power 
Company. Furthermore, both the Administration and the Treasury 
Department would vigorously oppose any anendments which would 
broadly extend the tax exempt privilege for corporate purposes. 

In summary, it does not appear financially nor legally fea
sible for the State to refinance the Company's existing long-term 
debt. While it would be financially feasible to refinance the 
Company's short-term debt over a long-term at municipal interest 
rates, the legal mechanism to provide such financing does not exist 
and is not anticipated. 

STATE ACQUISITION: In our conversation with bond counsel, the 
subject of State acquisition of Nevada Power Company was discussed. 
It was bond counsel's opinion that current State law would need to 
be amended in order to provide enabling legislation. However, this 

· would not be difficult and in fact has precedent in the acquisition 
of the }~rlette Lake Water Company. The Internal Revenue Code already 
provides for the issuance of tax exempt bonds for the public acquisi
tion of a private utility, and no amendatory legislation is necessary. 

For the purposes of this study, it is assumed that the State would 
have to acquire all assets of the Company. In two specific instances 
(the Power Authority of the State of New York and the Oglethorpe Power 
Authority in Georgia) only a specified interest in the generating 
facilities was acquired from the investor-owned utilities. However, 

~ in each of these cases, there are public agencies prepared to purchase 
and use or distribute 75% of the output. Such a condition is necessary 
to obtain IRS approval of the financing. This condition does not exist 
in the State of Nevada and we have therefore not considered a partial 
acquisition. 

As to the acquisition price we have considered three methods of 
evaluating the Company. In all probability any state acquisition of 
a private utility company would be resisted (if not by the company 
itself then by the industry in general) and the ultimate price decided 
by the courts. The subject of recent condenmation valuations is con
sidered later in this memorandum. 

The three methods of valuations considered herein are as follows: 

1) Purchase of common stock at current value plus 
payment of all preferred stock and debt. 

2) Purchase of common stock at book value plus 
payment of all preferred stock and debt. 

3} Replacement cost of the acquired company assets. 
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.The first two valuations are relatively simple to calculate, 
and are compared as follows: 

Common Stock(l) 
Preferred Stock Series A 
Preferred Stock Series B 
.Preferred Stock Series C 

Current Stock 
Price 

($19.75/Share) 

So. Nevada Power Co. Obligations 
Long-Term Debt 

$ 49,748,000 
9,000,000 

13,500,000 
·17,006,000 

8,356,000 
154,000,000 . 

,. 75,000,000 Short-Term Debt 

Total $326,610,000 

(1) 2,518,902 shares assumed outstanding. 
(2) Redemption value per issuing resolution. 

Book Value 
Price 

($32.32/Share) 

$ 81,411,000 
10,925,000(2) 
16,417,000(2) 
16,056,000(2) 

8,356,000 
161, 700,000(3) 

75,000,000 

$369,865,000 

(3) Across the board 5% premium added for call and brokerage. 

Of the above figures, the current market price reflects a value 
assigned by the stock market at this point in time for securities 
while the book value more closely reflects the historical cost of 
the system. Neither figure allows any valuation for the Company as 
a "going concern" nor has a value (premium) been assigned to the call 
of preferred stock. In condenmation some additional values would no 

~doubt be assigned to these items. 

Determination of a replacement cost is a much more difficult figure 
to establish. In conversation with engineers qualified in the field, a 
minimum charge for a most preliminary estimate of the replacement cost 
would be $100,000 or more. A detailed analysis of the replacement 
cost would run in the millions of dollars. 

However, in order to determine some replacement cost figure 
for the purposes of this analysis we have attempted to use only the 

.most general numbers. Basically a power supply system may be divided 
into four categories: generation, transmission, distribution and 
miscellaneous (offices, etc.). Since generating facilities account 
for more than 70% of the total original value, and inflation is run
ning highest in this area, we have concentrated our evaluation studies 
in the power generation area. 

· Upon completion of the Navajo Unit No. 3 and Reid Gardner Unit No. 3 
plants (both coal-fired) in mid-1976, NPC will have total generating 
capacity of 1,365,000 kv. The Company purchases 106,000 kw from Nevada's 

1 ·, °7•':J • l •~ , • ·.:;J . 
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entitlement at Hoover Dam (less than 8% of total capacity) with the 
balance (1,259,000 kw) being internally produced • 

. It is reported that the Company's actual cost at the Reid Gardner 
No. 3 facility will run about $600 per kw upon completion. However, 
construction on this generator commenced three years ago and costs 
have risen substantially since that time. 

As investment bankers to 20 major investor owned electric utilities 
as well as 8 public power agencies, we are knowledgeable of the current 
costs of constructing coal fired generating ~lants. The costs acioss the 
country for such a plant with construction commencing in 1976 ranges 
between $1,000 and $1,050 per kw. This includes the costs of environ
mental protective equipment and the use of funds during construction. 
The costs of constructing a nuclear power plant would be substantially 
higher than a comparable coal-fired plant. 

Therefore, in evaluating the replacement cost of the Nevada Power 
Company's plant we have used a conservative value of $900 per kw for 
Company-owned facilities. (No value is assigned to the Hoover Dam 
capacity.) In addition, we have merely doubled the value of the trans
mission, distribution and miscellaneous facilities from those values 
carried on the Company books to arrive at the following total replace
ment cost. 

Generating facilities 
Transmission facilities (1) 
Distribution facilities (1) 
Other facilities (1) 

Total 

$ 

$ 

1,133,000,000 
34,000,000 
42,000,000 

6,000,000 

1,215,000,000 

(1) Double the values as reported in a Company prospe~tus 
dated December 5, 1974. 

Since no state has condemned a major power utility there is no pre
cedent whereby one may judge the value a court may assign. However, in 
California there have been some recent decisions on the condemnation of 
private water utilities by public agencies. In the case of the City of 
Riverside vs. Southwest Water Company the California Public Vtilities Com
mission assigned a reproduction cost less depreciation to the value of 
the system in question. During appeal of the decision to the State Supreme 

:1;~_ 
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Court the parties settled on an agreed price which was somewhat lower. 
In the case of the Alameda County Water District vs. Citizens Utility 
Company the trial court judge instructed the jury _that only replacement 
cost less depreciation could be considered in establishing a 
valuation, while in the case of the South Bay Irrigation District vs. 
Calif-American Water Company the value was established from an earnings 
potential plus a 207. allowance for a "going concern" value. Both 
of the latter cases are currently on appeal. 

With the wide range of values considered herein, and the specu
lative nature of a condemnation valuation, it would be pure folly 
to estimate the costs of a State acquisition of the Nevada Power 
Company. However, if the State is to consider such an action then 
one must add the costs of acquiring the other major utilities, prin
cipally Southwest Gas Co. and Sierra Pacific Utilities. Finally, 
extensive legal and financing costs must be added, undoubtedly 
driving the total bonding costs into the billions of dollars. 

A review of the Moody's Municipal and Government Manual 1975 
showed only 15 states having total debt in excess of one billion dollars 
while only twelve states h_ad per capita state and local government 
debt exceeding $1,000. Nationally, the per capita debt was led by 
Alaska at $2,510 with New York State in second place at $1,839. Nevada 
is compared to some of its neighboring Western states in the following 
tabulation: 

Nevada 

Arizona 
California 
Colorado 
Idaho 
New Mexico 
Utah 

Per Capita Debt 

$ 960 

665 
901 
609 
247 
426 
432 

The addition of $1 billion dollars on Nevada's debt load would 
equal $1,898 per person bringing the total per c~pita debt to $2,8SP, 
by far the highest in the nation and considerably exceeding conditions 
in either New York City or the State of New York. Such an issue would 
be most difficult to market and would probably exceed the current con
stitutional debt limits of the State. 

OTHER ALTERNATIVES: Throughout this discussion it is assumed that 
the intent of the Utility Study Committee is to maintain a high rating 
on the Company's obligati?ns while at the same time keeping power costs 
low in order to protect the consumer. To meet these objectives there 
are certain other alternatives ~hich may be worth consideration other 
thnn the State's assuming the debt of NPC or the outright ncquisltion of 
the utility. 
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The most obvious method of·improving the Company's position with the 
principal securities rating agencies would be to allow higher rates 
of return on its operations. While we recognize that these 
costs must ultimately be passed through to the consumer, it is 
possible that some combination of new rates would allow the Company 
higher earnings while not placing an onerous burden upon any segment 

··of the consumers. 

In addition, it should be remembered that if a utility does not 
receive rate relief its credit rating will fall, and the costs of future 
financings will increase. These increased financing costs are then passed 
on to the consumer in the same fashion as an original rate increase wou~d 
have been. In this regard the New Hexico Public Service Commission is 
using a unique "indexing plan" which guarantees a proper rate of return 
subject to quarterly audits. 

The Company has no doubt made the State aware of their need for rate 
relief. However, as a matter of interest I am including a Standard & 
Poor's stock report on the NPC which I think you will find interesting. 
In the first paragraph of this impartial analysis it. is noted that the 
Company will "require substantial additional rate relief". On the 
second page of ~his report it is pointed out that the average domestic 
electric rates for NPC are approximately 1.70¢ per kw compared with a 
national average of around 2.85~ per kw. This speaks well of the 
Company's operations. 

Another alternative which might be considered is some form of 
special property tax consideration for Nevada's utilities. Theoret
ically, through lower property taxes the Company could pass through 

~ower rates on its services. Unfortunately, this alternative has 
the disadvantage of reducing local revenues for necessary municipal 
services. 

A third and final alternative that the Committee may wish to consider is 
to support legislation which would amend Section 103 of the Internal 
Revenue Code allowing for the issuance of industrial revenue bonds- for 
power generation purposes. Congressman Murphy of New York on October 
21, 1975 introduced such a bill, HR 10277, which would 
provide for issuance of such industrial revenue bonds when 
the fuel to power the generating facilities was "substantially of 
domestic origin". This would apparently apply to the coal-fired
type plants which service most of Nevada's electric needs. For your 
information a copy of HR 10277 is also enclosed. 

Obviously, there is a great deal happening nationally 
in the area of utility financing and public involvement. For example, 
Representative Alan Becker of (Miami) Florida has prefiled a proposed 
state constitutional amendment which would authorize the state purchase 
and operation of investor-owned electric utilities. This proposed amend
ment docs not include a financing plan and its future is obviously dubious. 
In addition. we have been retained as a part of a team in the State of 
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Michigan to consider various methods of controlling utility costs, in
cluding the use of tax-exempt bonds. To date this study has only resulted 
in the expenditure of about $200,000 and the creation of some 25 "models" 
for consideration. Obviously, it is impossible to consider every such 
study and all proposed legislation within this limited memorandum. 

However, within these limitations we hope the enclosed material will 
be of some assistance to you in your deliberations. At your direction 
we would be most happy to provide any additional assistance or input that 
the Committee may desire. 

-- ~- ,·, 
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STAN WARREN 

I EVADA BELLI 

am appearing before your committee today in support of 

SB 415. This bill is actually intended to rectify legislative oversight 

.resulting from the passage of SB 267, in the last legislature. 

During the 1975 session, five bills were introduced in an 

attempt to limit the frequency in which Nevada utilities could seek 

·rate relief from the PSCN. Almost without exception these bills were 

.aimed at the gas and electric utilities - not the telephone industry. 

Nevada Bell has not found it necessary to constantly ask for rate 

relief. In 1968 we asked the PSCN for a general rate increase and 

did so again in 1976. In 1971 we underwent a rate decrease. 

One of the five bills considered during the 1975 session was 

SB 267, introduced by Senator Hilbrecht, and this was the bill that passed. 

tts passage brought about certain restrictions over rate increases for all 

utilities, not just gas and electric. 

At the time SB 267 was being heard, I questioned if the broad

ness of its language stating "whenever there is filed with the Commission 

any schedule stating a new or revised individual or joint rate, fare or 

charge •• " would effect the fact that Nevada Bell requests changes in 

tariffs, and files new ones with the PSCN frequently. All felt that 

.it would not, since that was not the intent of the bill. 

Last year the PSCN was challenged on their interpretation of 

this law, and it was ruled that any application for new or revised tariffs 

would require the same backup material that normally would accompany a 

.request for a general rate increase, such as the ones in 1968 and 1976. 

The backup material I refer to is that each application for a tariff 

l:hange must be accompanied 

for the past 12 months of: 

by a statement showing the recorded resuits 
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All Company Revenues 

All Company Expenses 

-2-

All Company investments and cost of capital 

And, that there can only be one such application pending 

before the Commission at one time by any one utility. 

Since this ruling, we have been spending a great deal of 

our time and a considerable amount of our money developing backup 

.aterial for the 35 to 40 requests per year made to the PSCN for new 

or changed tariffs for such things as: 

I 

New data phones that are developed to meet the unique 

transmission needs of a particular computer. 

New connecting arrangements to allow single or multiple 

station connection arrangements for data transmission. 

New cabinets designed to house telecommunications equipment. 

A text change to list new locations where disconnected 

telephone equipment could be returned for credit. 

/ 

With each of these requests to add a new, or change an old tariff, 

we had to file the complete same data as you would in a full-blown rate 

This bill eliminates the words "new or revised" and adds the 

word "increased", which we believe more fully meets the original intent 

of SB 267. This change would do nothing for the gas and electric 

.tilities since their requests are usually for increased rates, not new 

ones, but this change will certainly do a lot for us in reducing our 

.erating costs, that, as you know, will eventually be passed on to 

~he consumer. 

-
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Please keep in mind that the PSCN still has the right to 

for more backup data on any request for new or changed tariffs. 

I met with Senator Hilbrecht on this because it was his 

.bill th~t was passed in 1975, and I did not want it to look like I 

was trying to go around him. He agreed that the intent of 1975's 

SB 267 was not to place this burden on us, and consequently he agreed 

to introduce this piece of legislation that you are considering today • 

• I appreciate his cooperation in this matter. 

Also, we have met with Chairman Clark and Commissioner Hardy 

of the PSCN, and they have no objections to the changes that we are 

requesting. 

I thank you for your time and I would appreciate the 

opportunity to attempt to answe~ any questions you may have. 

I 
Thank you • 

• 
• 
' --



STATE OF NEVADA 

DEPARTMENT OF COMMERCE 

• <K .. O'CALLAGHAN 

" GOVERNOR 

BANKING DIVISION 
CAPITOL COMPLEX 

NYE BUILDING, ROOM 220 

201 SOUTH FALL STREET 

CARSON CITY. NEVADA 89710 

(702) 8BIS••l280 

' 

MICHAEL L MELNER 
DIRECTOR 

S.B. 392 

PRESTON E. TIDV ALL 
9UPltftlNTENDENT OF BANKS 

Removes requirement for weekend closing of banks and prohibits 

adoption of agency regulations or local ordinances which re

quire closing of businesses on certain days of the week. 

I have some random comments to make in regard to this proposed Senate 

Bill 392. 

The banks operating in the State of Nevada have been closed on Saturdays and 

Sundays for the past 20 years. The present 40 hour work week has proven to 

work successfully in the banking field in Nevada for these many years. 

The trend today is toward a four day work week rather than toward a longer 

work week for many businesses. After the public is educated as to the hours 

their bank is open for business, there really is no problem. I have had very 

few complaints from the public regarding the present banking hours in effect 

in Nevada. Our banks offer Night Depository Facilities, Bank By Mail Facilities, 

Walk Up and Drive Up windows which are open after normal banking hours. Businesses 

with unusual cash requirements can avail themselves of armored car services that 

offer flexibility beyond regular banking hours. 

In my opinion a misconception actually exists in the minds of many people not 

familiar with the internal operations of a bank and that is the idea that when 

a bank closes everyone immediately goes home. This is certainly not true. 
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S.B. 392 
Page 2. 

If you will pardon a little reflection from my past banking experience, I can 

w111 remember the days when the bank I .was working for in Colorado was open 

from 9:30 A.M. to 12 o'clock Noon on Saturdays. By the time I got my day's 

work completed it was always 3:00 or 3:30 P.M., and my Saturday was practically 

over. 

This proposed legislation would be termed permissive legislation in that each 

individual bank could choose to be open or closed on Saturdays and Sundays. 

The fact of the matter is that if any one bank decided to remain open on 

Saturdays or Sundays, all the other banks would feel that they must remain 

open for competitive reasons. This would work a very real hardship on all 

the personnel of the bank as everyone needs their weekends to take care of 

household chores and have a few hours to spend with their families. 

Last but not least, another area of concern is our present energy crisis. 

It is obvious that in Nevada with its 121 banks and branches, much more energy 

would be consumed in keeping these banks open six or seven days a week than 

would be consumed during a normal five day week. 

I would, therefore, recommend that no changes be made which could upset the 

status quo in banking in Nevada. 

-
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AN ACT declaring the public policy of the people of 
the State of Nevada to permJt competitive underwriting, 
and self-insurance, of workmen's compensation insurance, 
effective January l, 1980, and directing the Legislative 
Commission to make a comprehensive study of the Nevada 
Industrial Commission, and the system of insuring 
workmen's compensation liability in Nevada; and providing 
other matters properly relating thereto. 

WHEREAS, there have been questions raised recently, and 

criticisms directed, concerning the Nevada Industrial Commission 

classification, rate determination, and claims administration 

practices; and 

WHEREAS, most other jurisdictions, unlike Nevada, permit 

employers to provide workmen 1 s compensation benefits to their 

employees through self-insurance or insurance with private 

companies; and 

WHEREAS, employers and employees in these other jurisdictions 

thereby benefit from a broad choice of safety plans and programs, 

multi-state and multi-line insurance coverage and an improved 

workmen 1 s compensation system streamlined and made more effective 

by the inate regulation of competition; and 

WHEREAS, ~conomic and demographic conditions in the State 

of Nevada have changed rapidly in recent years and reflect 

Nevada 1 s growth; and 

WHEREAS, the laws regulating the insuring, or .self-insuring 

of liabilities related to workmen 1 s compensation is a complex 

entity of numerous interlocking and interdependent segments 
5hou.\d on\ V 

which will~be changed~after determination of the overall impact 

-1 -
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of the change; now, therefore, 

The People of the State of Nevada, represent~d in Senate 

a~d Assembly, do enact as follows: 

The Legislature hereby finds and declares that the best 
'f"\~'1 ~ 

interests of the people of the State of Nevada ....aAserved by 

permitting employers to provide statutory benefits to their 

employees under the workmen's compensation laws of this State 

through choice of insuring such liability with a Nevada state 

insurance fund, authorized private insurance companies, or by 

qu<llified self-insurance. 

The Legislature further finds and decl:,rhat such a 

c om p e t i t i v e s y s t em s h o u l d b e i mp 1 em e n t e ~i, 1( t he S ta t e o f N e v a d a 
/ 

as soon as reasonably possible, and.,.--fo that objective directs 

the Legislative Commissio/c~ssion the following acts and 

studies, and recommenyp"propr1ate l2g1slat1on to the 60th 

Regular Session~e Legislature of the State of Nevada so 

as to competitive workmen's compensation system 

1, 1980: 

Section 1. The Legislative Commission is hereby directed to: 

1. Commission a thorough study by independent 

consultants possessing national expertise with workmen's 

compensation, who are not financially or politically self

interested in the Nevada Industrial Commission, the private 

insurance industry or any state workmen's compensation insurance 

fund, of the Nevada Industrial Commission and the system of 

insuring workmen's compensation liability in the State of Nevada, 

including, but not limited to, the method of determining 

-2-
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manual classification/'the method of determination and actu-

arial validity of the manual rates, including dir~ct compari-

s"o n o f s u , h r a t e s t o r a t e s . p r om u l g a t e d by t h e Na t i o n a l C o u n c i l 

on Compensation Insurance, the system of delivering benefits 

to injured Nevada employees, the extrat~rritorial and recip-

rocal coverage problems created by Nevada employees working 

in neighboring states, as well as the employees of neighboring 

states working in Nevada, the method of determining and amount 

of reserves for future benefits charged employers as losses, 

and the method and standards for participation by employers 

in experience modification. self-rater, dividend, and similar 

premium cost modificat1on plans. 

2. Require that the Nevada Industrial Commission fur

nish to the independent consultants conducting such study any 

information requested by the independent consultants in order 

to enable them to fulfull the purposes of the study. 

Further require that such consultants make 

available to and request from both private insurance carriers 

and employers who might reasonably be expected to qualify as 

self-insurers, such information as will enable the consultants 

to propose legislation which will allow for a truly competitive 

system of satisfying the workmen's compensation liabilities of 

Nevada employers. 

3. Require that the consultants commissioned for 

such study publicly report the results of such study by July l, 

1978, and make recommendations to the Legislative Commission 

-3-
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for legislation which will embody, but not be limited to, the 

following specific points: ...... 

A. That any Nevada state insurance fund which will 

offer workmen's compensation insurance have no legislatively 

created competitive advantages over private insurance 

companies offering similar insurance; 

B. That all insurance companies, self-insurers, 

and any Nevada state insurance fund be similarly regulated 

by the Nevada Insurance Commissioner's Office; 

C. That 

Insurance be the rating state 

insurance fund, all private insurance companies, 

to all its rules, rates and 

4. Report the results of such study and make 

recommendations for necessary legislation to the 60th Session 

of the Legislature. 

Section 2. This Act shall become effective upon 

passage and approval. 

C . \ \\. ex\- ¼--q_ \\) l C. O.."'- d. p r- u.) ci.\ ~ \ V\ £,<A,r-a. \i\ c.-<-

C. O V\1\ ~o. \'\ \-€ s. b R.. \p e1 •. v,.~d ~ t.) ~ .SQ. V\J\ . .Q. 

. 
G;A c,..\v..-\-.e~ re~aro.w,.j ro..\-zs <l,A.d ~-<2.3v.\.°'"4' O\\.S 

:1,/ -q 
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465 California Street 
AMERICAN INSURANCE ASSOCIATION San Francisco, California 94104 

(415) 362-2170 

Mr. George L. Vargas 
Vargas, Bartlett & Dixon 
201 West Liberty Street 
Suite 300 
P. o. Box 281 
Reno, Nevada 89504 

WESTERN REGIONAL OFFICE 

January 26, 1977 

RE: NEVADA WORKMEN'S COMPENSATION - THREE-WAY 

Dear George: 

Vic has informed me that the agents, with support of the 
Commissioner, are introducing a three-way bill without 
the study provisions. I think that it is important that 
the legislature understands the reservations which private 
companies have with regard to entering the Nevada workmen's 
compensation market. 

I think two of these points may be made most clearly by 
quoting from Larry Jones' letter to the Ohio agents regard
ing the private industry's support for a three-way bill in 
the state of Ohio. Mr. Jones explains AIA's position as 
follows: 

"Quite frankly, there is no enthusiasm on the part 
of our member companies to seek this change at this 
time. You know thatthat reaction represents a 
change in policy on the part of our companies. 
There are many reasons for this change. 

First, the workers' compensation business has not 
been profitable on a national basis in recent years. 
The rate regulatory system has not proved adequate 
to cope with the statutory increase in benefits. 

Second, there is a general shortage of capital in 
the property-casualty insurance industry. We need 
all the capital we have now for present demands on 
our companies." 

-T I AWOC'J..lrr:- lr"'l.tdC'C ... ,.....,. .... _, ____ _ 
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George, there are further reasons for our hesitancy to enter 
the Nevada workmen's compensation market without a full study 
of the current workmen's compensation system, rate structure, 

·• reserving practices, safety services currently being offered, 
and the possible penetration that private industry might make 
vis-a-vis the State Fund and Self Insurance. 

First, we know nothing about rate adequacy in the state of 
Nevada under the Nevada Industrial Commission. It is possible 
that the Nevada Industrial Commission is under reserved and is 
charging an inadequate rate for the long term liabilities 
which may be experienced. While it may be actuarially sound 
to legislate a rate structure under which the National Council 
on Compensation Insurance is the rating bureau, the rate 
change may be significant enough to create employer dissatisfaction 
with a three-way system if, in fact, the current rates are 
inequitably applied as among classifications or inadequate in 
general because of underreserving. 

Second, the Nevada Industrial Commission offers minimal safety 
services. The rate structure which would be adopted by the 
private industry in competition with the State Fund includes 
a loading for safety services which may not be welcomed by 
employer groups even though the long run effect would be to 
decrease losses and thereby create a safer work environment 
as well as potentially lower rates. A study would enable us 
to better determine whether or not increased safety engineering 
would be acceptable to employers at a trade-off of higher 
rates. 

Third, before the private insurance industry can support a 
three-way bill in the state of Nevada, it is necessary to 
determine what type of system will be proposed. Will the 
State Fund be truly competitive with private insurers or will 
it continue to receive support from the General Fund in terms 
of state supplied buildings, automobiles, buying services, or 
other similar benefits? Will the Nevada Industrial Commission 
be subject to the same regulatory controls as private insurers? 
Will private insurers as a price of entering the market in 
Nevada be required to maintain a Nevada office as is the case 
in Oregon? 

Fourth, private industry needs some idea about the amount of 
market penetration it may expect under a three-way system. 
Part of this determination is tied up in determining rate 
adequacy on a classification by classification basis in that 
one classification may currently be subsidizing another 
classification. If such is the case, one employer's rates 
may go up while another goes down. This would no doubt have 

.. 
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the effect of shaking some business loose from the State Fund, 
however, it would be nice to know which classifications might 

~•be affected. There should be significant requirements 
regarding solvency and reserve practices for self insurers. 
A study would determine what levels might be both adequate 
and acceptable to potential private insureds and to what 
extent we may anticipate losing premium volume to Self 
Insurance in the state of Nevada. 

I think it is obvious that there is a great deal which might 
be learned from an appropriate study of the Nevada Industrial 
Commission and the Nevada workers' compensation system prior 
to any commitment by private insurers to enter the state. In the 
absence of such a study and in the face of a bal~ authorization 
for three-·w::i.y in the state of Nevada, it is conceivable that 
few, if any, private insurers will wish to enter the state. 
There has been some talk that a study is too expensive for 
the state of Nevada at this time. I think it might be useful 
to point out to the 1egislature that a three-way system may 
not so easily be achieved without its own cost ramifications. 
It will be necessary to the smooth functioning of a three-way 
workers' compensation system to develop a regulatory body 
separate from the Nevada Industrial Commission or State Fund 
in order to expedite claims management and insure equitable 
treatment of workers by all concerned including the State Fund. 
This is one of the advantages of a three-way system. However, 
it is not without cost to set up such a body. Without having 
any concrete way of knowing, I would imagine that the cost 
of a regulatory commission, including office rent, salaries, 
administrative expenses,and other related expenses for one 
year might be more than the total cost of a study. This is 
especially significant in the event that a three-way bill is 
adopted and private insurers elect not to participate in the 
Nevada workmen's compensation market because of rate inadequacies 
or t~e surplus situation of the individual companies. 

In other words, a study would be a bargain when compared with 
the potential cost to the Nevada Industrial Commission, private 
insurers, and employers of a switch to a three-way system in 
the event the three-way system does not in practice provide 
the benefits which tne proponents have cited. It will only 
be after a thorough study of the system that anyone will know 
the true benefits which a three-way system might bring to the 
state of Nevada. 

As I said earlier I feel it is important that the legislators 
understand the private industry's position with regard to a 
three-way bill and that we would not guarantee private industry 

-
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participation if such a system were adopted in the state. 
Should you find that my presence would be useful prior to 

.~or during legislative consideration of this proposal please 
do not hesitate to contact me. Further, if you have any 
questions regarding these remarks or other matters please 
feel- free to give me a call. 

WPM/ga 

With personal regards, 

Willi.am P. Molmen 
Associate C•unsel 

cc: Messrs. Flockhart - New York 
Stark - Washington, D.C. 
Bellerose - Chairman, Western Regional 

Conference Committee 
Richman - Chairman, Workers' Compensation 

Sub-committee, 
Western Regional Con£. Com. 
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AN ACT declaring the public policy of the people of 
the State of Nevada to permit competitive underwriting, 
and self-insurance, of workmen's compensation insurance, 
effective January 1, 1980, and directing the Legislative 
Commission to make a comprehensive study of the Nevada 
Industrial Commission, and the system of insuring 
workmen's compensation liability in Nevarla; and providing 
other matters properly relating thereto. 

WHEREAS, there have been questions raised recently, and 

criticisms directed, concerning the Nevada Industrial Commission 

classification, rate determination, and claims administration 

practices; and 

WHEREAS, most other jurisdictions, unlike Nevada, permit 

employers to provide workmen's compensation benefits to their 

employees through self-insurance or insurance with private 

companies; and 

WHEREAS, employers and employees in these other jurisdictions 

thereby benefit from a broad choice of safety plans and programs, 

multi-state and multi-line insurance coverage and an improved 

workmen's compensation system streamlined and made more effective 

by the inate regulation of competition; and 

WHEREAS, economic and demographic conditions in the State 

of Nevada have changed rapidly in recent years and reflect 

Nevada's growth; and 

WHEREAS, the laws regulating the insuring, or .self-insuring 

of liabilities related to workmen's compensation is a complex 

entity of numerous interlocking and interdependent segments 
~nou.\cl OV\ \ V 

which willAbe changedAafter determination of the overall impact 

--
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of the change; now, therefore, 

The People of the State of Nevada, represented in Senate 

and Assembly, do enact as follows: 

The Legislature hereby finds and declares that the best 
'M~'1 b-e 

interests of the people of the State of Nevada ,iW.QJ\served by 

permitting employers to provide statutory benefits to their 

employees under the workmen's compensation laws of this State 

through choice of insuring such liability with a Nevada state 

insurance fund, authorized private insurance companies, or by 

qualified self-insurance. 

The Legislature further finds and declare0hat such a 

compet 1t i ve sys tern s hou 1 d be imp 1 emen/~e State of Nevada 

a s s o o n a s r e a s o n a b 1 y po s s i b 1 e , ~,<fo t h a t o b j e c t i v e d i re c t s 
4 

the Legislative Commissio/c"'ommission the follovJing acts and 

studies, and recommend,jiep'propriate legislation to the 60th 

Regular Session o,~"Legislature of the State of Nevada so 

as to impl~ competitive work~en's compensation systeffi 

effpr/4January 1, 1980: 

~e~:i~n 1. The Legislative Commission is hereby directed tc: 

1. Commission a thorough study by independent 

consultants possessing national expertise with workmen's 

compensation, who are not financially or politically self

interested in the Nevada Industrial Commission, the private 

insurance industry or any state workmen's compensation insurance 

fund, of the Nevada Industrial Commission and the system of 

insuring workmen's compensation liability in the State of Nevada, . 
including, but not limited to, the method of determining 

-2-
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manual classification/'the method of determination and actu-

arial validity of the manual rates, including dir~ct compari-

son of su~h rates to rates.promulgated by the National Council 
.,:.). . 

on Compensation Insurance. the system of delivering benefits 

to injured Nevada employees, the extraterritorial and recip

rocal coverage problems created by NP.Vada employees working 

in neighboring states, as well as the employees of neighboring 

states working in Nevada, the method of determining and amount 

of reserves for future benefits charged employers as losses, 

and the method and standards for participation by employers 

in experience modification, self-rater, dividend, and similar 

premium cost modification plans. 

2. Require that the Nevada Industrial Commission fur

nish to the independent consultants conducting such study any 

information requested by the independent consultants in order 

to enable them to fulfull the purposes of the study. 

Further require that such consultants make 

available to and request from both private insurance carriers 

and employers who might reasonably be expected to qualify as 

self-insurers, such information as will enable the consultants 

to propose legislation which will allow for a truly competitive 

system of satisfying the workmen's compensation liabilities of 

Nevada employers. 

3. Require that the consultants commissioned for 

such study publicly report the results of such study by July 1, 

1978, and make recommendations to the Legislative Commission 

-3-
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for legislation which will embody, but not be limited to, the 

following specific points: 
•·· 

A. That any Nevada state insurance fund which will 

offer workmen's compensation insurance have no legislatively 

created competitive advantages over private insurance 

companies offering similar insurance; 

B. That all insurance companies, self-insurers, 

and any Nevada state insurance fund be similarly regulated 

by the Nevada Insurance Commissioner's Office; 

C. That 

insurance insurance companies, 

to all its rules, rates and 

4. Report the results of such study and make 

recommendations for necessary legislation to the 60th Session 

of the Legislature. 

Section 2. This Act shall become effective upon 

passage and approval. 

'------ c. -
\\j l (. C.,v.. c\ \) r' l UC-\ .e., \ V\. ~£,4,t'a. \,\ cA,.. 

( 0 V\;\ ~Q \i\ \ -e s 'o 1<. \o ()-\>,:\Ad ~ '1 ~ .S. Q. \.\,\. .Q. 

. 
~..\ o..\-u..-\-.e::::.. re:io.r6u.tj ro..\-es. a"'-d ("-e.~v-.~o...4, C\\S. 
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American Hospital Association 

Se:;;.-tembet· 1(,, 1976 

Dear Mr. Dubay 

JOHN ALEXANDER McMAHON 
President 

':hank you for your letter of August 16, 1976 in vhich you 
expressed concern with the advcrtisemeut of tbe Sunrise 
Hosr;ita.l ;,iedica.l Center in Las Vegus, Hevru1il which offers 
a cash rebate on their tot.s,l hospHal bill to patients 
c,dJritteu on Fridays and Saturd(J.ys. 

'J:he Sunrise Hospitnl He<lical Center's pli:in apparently 
seeks to increase utilization during ve~kends when fixed 
costs of operations rela:~1.ve t0 case' 1oad ere high. }'Tith 
j_;,creaseit ntilizu.tion dur in.., the weekends,. the hospital 
vc,uld find its 07t:cull con:;,; decreased. 'l'his could, 
therefore, reduce costs to s.11 who use the hospital 
inc:i.u,ling tLe LKlll0<ffS cf your nr,ion. 

I do not believe an etbical issue is involved in thia 
;r;mt.ter. The hospital is experimenting with n unique 
approach in resolving t,l::e proble.n,a of under--utiliza.tion 
of facilities during weekends, and of effective scheduling 
for maxmurr. efficiency throughout the week. 'I'he use of 
a finr-:,cial ince1,tiYc iri not J)er se, unethical. 

'l'he Suu:-ise Hos1dtal progrnr.1 ,i6 not llithout its risks. 
In the event that the increase of weekend utilization 
is not sie,nificant, the bospitnl could. experience n loss 
fron this program. If thiG shollld be the case, it would 
'tc dou't,tl'ul if -che 1.ospi'l.:21 wotllu in te.ct (;O~tinua thin 
prograrn. 

In surr:ir1n.r:,,·, t~;io •~xr•2ri''.:i.e1~"t hn.s -tb: J)otcntial of ben(•fi~in(" 
tbe hos,::dtf-1.1, its :i:,atients, Ol.lD ultimately, the rayors of 
health care. 

840 North Lake Shore Drive • Chicago, Illinois 60611: • 312 645-9400 
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Mr. John H. Dubo.y/2 9/16/76 

1 I beli~ve ex~n..ts.-~uch as this should not be opposed 
.since tb__ey offer nn opportunity to assess different ~ft approaches to holdine dow hospital costs. 

Sincerely 

I•¢ . 
._i:/ Alexa.nder McMahon 
President 

'tf.r. ,John R. Dubay 
Director 
.American Postal Workers Union, AFL-CIO 
P.O. Box 967 
Silver Srring, .Maryland 20910 
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SURVEY OF INPATIENT CHARGES 

DECEMBER 1976 

SUNRISE 
····HOSPITAL 

ROOM & BOARD 

Private 
Semi-Private 
Intensive Care 

RADIOLOGY 

Chest (1 view) 
Chest (2 views) 
Upper G. I. 
I.V.P. 
Lumbar Spine(2 view) 
Ankle ( 3 views) 
Barium Enema 

LABORATORY 

Complete Blood Count 
Urinalysis 
Sodium 
Chloride 
Potassium 
Bilirubin-Total & 

Direct 

CENTRAL SUPPLY 

Suction.Catheter 
I.V. Solutions 

Major Surgery Pack 
Medicut 
Intracath 

E.K.G. 

Interp. & Report 

89.00 
82.00 

211.00 

18.00 
26.00 
60.00 
60.00 
26.00 
21.00 
68.00 

12.00 
7.00 

11.00 
10.00 
11.00 
16.00 

1.35 
11.00 

17.40 
5.40 
5.40 

30.00 

SO. NEVADA 
MEMORIAL 

DESERT VALLEY 
SPRINGS HOSPITAL 

96.00 
88.00 

220.00 

20.00 
30.50 
73.00-110.00 
75.50 
30.50 
29.00 
64.00 

13.00 
7.80 
9.10 
9.10 
9.10 

15.60 

93.00 
84.00 

210.00 

20 .. 00 
30, 00 
65.00 
65.00 
60.00 
27.00 
70.00 

8.00 
4.70 

10.00 
10.00 
10.00 
11.00 

1.24-2.08 2-50 
18.00(l00Occ} 20.00 
13. 00 C_S00ccl 

28.7S 23.00 
4.20 7.00 
5.35 7.00 

35.00 40.00 

104.00 
88.00 

181.00 

19.00 
37.00 

118.50 
113.00 

38.00 
20.00(2 views) 
67.00 

13.00 
8.00 

11. 00 
11.00 
11.00 
11.00 

1.50 
15.50(1000cc) 
11. 50 (500cc) 

7.50(up to 
500cc) 

12.00 
4.00 
4.50 

38.00 
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SUNRISE so. NEVADA DESERT VALLEY 
HOSPITAL MEMORIAL SPRINGS HOSPITAL 

E.E.G. 

Interp. - Awake 70.00 72.45 70-00 76.00 

PHARMACY 

Valium (1 tab) .75 .55 .so .75 
Keflin (1 gm) 10.00 10.00 10.00 19.00 
Keflin (2 gm) 15.00 20.00 20.00 20.00 
Geo pen ( 5 gm) 25.00 30.00 30.00 71.00 
Garamycin(inject 2cc) 12.00 15.00 16.00 18.00 

PHYSICAL THERAPY 

Total Body Whirlpool 20.00 24.00 24 .40 N/A 

:I Ice Massage 9.00 11.00 11-70 11.00 

SURGERY 

Major 1st Hour 140.00 155.00 14 0 -00 140.00 
each 1/4 hr 36.00 35.00 35 .oo 64.50 

Minor 1st Hour 101.00 115.00 140 .oo 97.00 
each 1/4 hr 25.00 25.00 35 .oo 40.50 



,. 

' 
-~·-, 

t 

SUNRISE HOSPITAL 

SERVICE AVAILABILITY - ENTIRE 7 DAY WEEK 

Cardiovascular 

Electrocardiography , 
Vectorcardiography 
Holter Monitoring 
Stress Testing 
Echocardiography 
Cardiac Rehabilitation 
Cardiac Catheterization 
Pacemaker Checks 
Phonocardiography 

Central Service 

E.E.G. 

E.K.G. 

Emergency Room 

Renal Dialysis 

Radiology 

Diagnostic 
Special Procedures 
Nuclear Medicine 
Echoencephlogram 
Computerized Axial Tomography 

Pharmacy 

Laboratory 

Hematology 
Chemistry 
Bacteriology 
Cytology 
Histology 
Pathology 
Radio Isotopes 
Toxicology 
Immunology 
Immunhematology 

Surgery - Scheduled 6 Days 
Sundays - Emergencies 

Physical Medicine 

Pulmonary 

Respiratory Therapy 
Pulmonary Rehabilitation 
Pulmonary Function Lab 
Immunology 
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SUNRISE HOSPITAL 

SERVICE AVAILABILITY - LIMITED 

Radiology · 

Cobalt Therapy 
Ultrasound Scans 

Available Monday - Friday 
Available Monday - Friday 

-
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Medicare Claim Administration 
4600 Kietze Ln. Bid. F 
P. 0. Box 3077 
Reno, Nevada 89502 

September 27, 1976 

D. R. Dr2.ncbnc::;::;, 
Sunrise Ilospital 
P .o. Box 111157 
Las Vee as, H evada 

Administrator 

39101 

Re: Weekend Admiosions 

Dear Mr. ]randsness: 

J;r_LLL F 

!Medicare! 

This letter is in answer. to yom: inquiry rcc;-ctrdinc· r-Iedicr..re I s 
findi!l{;s ,-,i th respect to your weekend ailin.ission rebo.te proc;rrun. 

. . . . . , /s we advised you at the onset of this proe,T2111, o.11 ,rnekcnc1 
admissions of Hedi.care beneficiaries to Sunrise llospi t c1.l Jw.d 
been closely scrutinized in order to verify tlrn.t the full :r.'2.1\'.:;'C 

of hospi tol service::; ,-ms made avc1.ilablc on Sat\ll'd.o.ys and Z,unda:ys 
and to insuxe thn.t IIecli.carc confinements ,,ere not lumececsa:L'ily 
prolonced as a result of weekend udmissioru:;. 

Thin proccclure wo.s follO\·:ed until July of thin year o.t ,rhich 
time ,-:e o.dviscd the Bureau of Heal th Insurance Regional Office 
in San Francisco that this intcn::;i ve revieu ,ms of very limi tcd 
value. Tho pe:ccenta(';e of q_uo::}tionable cJ:aims identified. hy this 
mechanism uas in no wuy remo.rkable when comparccl to the porcenta&e 
of invostic;ations which we routinely perfon:i ,,i thout regard to 
day of admission. Essentially, our invcstiGation demonstr3.tcd 
that 1;:ockcnd admissions to Sunrise Hospitru arc in no Ho.y different 
from any others. 

\fo have recornmended to the DUJ·co.u of Heal th Insm·oncc that n poc t
p;:,.yrnent review, conducted on a qua.rt orly banis, invol vini; a ;,,JJaple 
of ·to;: of your Ilcclic~u·c HCel~cncl ::i.chniosions woulcl Lo :in ac1C<t11ntc 
monitorinis mechnnism in licJ1t of the nllovc findi1l(;fJ. 1i~1i:.:; recom
mendation has been approved by B'1jI nn<l. we n.rc currently c1,1ployinr; 
it. 

/Ltn:1 I lfc l11 <,111.111 ' ,. ( 'llfl'!' • " l'.I ' [ l11· 11 t; :. ,, · I , I ; ! ·, , 11 ~ t ! : t ' I - ~ : , ; . I I i•• :: 'II ; • , 
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I.f you have mzy further quo::; Lions rcca.rclir[;' thio natter, pleo,se 
do not hesitate to contact me. 

sn;,/~, 
{Av,·:«' Admini stmtor 
Eedicare Claim Administration 

DII/nh 

•; 

' .. -., 

1 
,,,3 

I \,-,_.., - ·-,,,,;, . 
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PRESENTATION TO SENATE COMMERCE & LABOR COMMITTEE 

AB 307 - CARSON CITY - APRIL 6, 1977 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS SEYMOUR SCHULMAN 

AND I AM THE EXECUTIVE DIRECTOR OF VALLEY HOSPITAL IN LAS VEGAS. I RECEIVED MY· 

MASTERS DEGREE IN HOSPITAL ADMINISTRATION FROM THE UNIVERSITY OF CALIFORNIA AT 

BERKELEY IN 1952 AND HAVE BEEN A HOSPITAL ADMINISTRATOR FOR THE PAST 24 YEARS. 

__ ;.,;;AM;.;.;0HERE TODAY TO SPEAK AGAINST AB 307, A BILL WHICH I FEEL IS CONTRA TO PUBLIC 

POLICY AND WHICH I BELIEVE WILL PERMIT HOSPITALS TO DEVISE VARIOUS SCHEMES AND 

I 

METHODS OF OFFERING REBATES TO PATIENTS THAT I FEEL ARE BASICALLY UNETHICAL IN 

NATURE AND COULD DRASTICALLY INCREASE THE OVER-ALL COST OF HOSPITAL CARE IN THE 

STATE OF NEVADA THROUGH OVER-UTILIZATION OF HOSPITAL FACiLITIES AND SERVICES. 

CERTAINLY DURING THESE TIMES OF INFLATIONARY PRESSURE IN OUR NATION AND WITH TALK 

OF NATIONAL PRICE CONTROLS UPON THE HOSPITAL INDUSTRY, IT WOULD SEEM TO ME THAT 

LEGISLATION THAT COULD HAVE A TENDENCY TO INCREASE THE COST OF HEALTH CARE 

SERVICES TO THIRD PARTY PAYERS SHOULD BE AVOIDED RATHER THAN ENCOURAGED. 

AB 307 CLEARLY ENCOURAGES PATIENTS, PHYSICIANS ANO HOSPITALS TO OVER

UTILIZE HOSPITAL FACILITIES AND SERVICES BECAUSE IT IS CLEARLY TO THE FINANCIAL 

BENEFIT OF All OF THESE PARTIES. LET ME EXPLAIN HOW THE PATIENT, THE PHYSICIAN 

AND THE HOSPITAL ALL CAN PROFIT FROM THIS LEGISLATION AT THE EXPENSE OF THE· 

THIRD PARTY PAYER OF HOSPITAL BILLS AND EVENTUALLY AT THE EXPENSE, THROUGH 

INCREASED HEALTH INSURANCE PREMIUMS, OF EMPLOYERS IN GENERAL. 

LET US TAKE A TYPICAL CASE OF A PATIENT SCHEDULED FOR ELECTIVE SURGERY t THAT IS TO BE PERFORMED ON A MONDAY, THAT PATIENT WOULD NORMALLY ENTER THE 

HOSPITAL SOME TIME DURING THE EARLY PART OF SUNDAY AFTERNOON. THE PATIENT 

A ·· .. 'd 
t. . ,..) ".'.It -
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WOULD THEN HAVE THE ROUTINE ADMITTING LABORATORY AND X-RAY wrnK 

PERFORMED--BE PREPARED FOR SURGERY SUNDAY EVENING AND BE TAKEN TO SURGERY 

EARLY MONDAY MORNING. ON AN AVERAGE, THE PATIENT WOULD BE EXPECTED 

TO STAY A TOTAL OF SIX DAYS AND, THEREFORE, LEAVE THE HOSPITAL BY NOON 

THE FOLLOWING SATURDAY. THE PATIENT'S BILL WOULD AVERAGE APPROXIMATELY 

$250 PER DAY AND, THEREFORE, TOTAL APPROXIMATELY 51,500. AS A TYPICAL 

PATIENT, APPROXIMATELY $1;200 OR 800/o OF THE COST OF HOSPITALIZATION WOULD 

BE PAID BY A THIRD PARTY PAYER--SOMEONE OTHER THAN THE PATIENT--AND THE 

REMAINING BALANCE OF $300 PAID BY THE PATIENT. 

NOW LET US TAKE THE EXAMPLE OF A HYPOTHETICAL HOSPITAL ThAT UNDER THE 

AUSPICES OF AB-307 DECIDES TO OFFER A 5% CASH REBATE TO ANY PATIENT 

THAT IS ADMITTED TO ITS FACILITY ON A FRIDAY OR A SATURDAY. INITIALLY 

THIS MAY SOUND LIKE A VERY GOOD DEAL TO A PATIENT WHO HAS TO HAVE AN 

ELECTIVE SURGICAL PROCEDURE PERFORMED, BECAUSE IT WOULD APPEAR THAT HE 

PERSONALLY WOULD RECEIVE A CASH REBATE OF APPROXIMATELY $75 WHEN HE LEAVES 

THE HOSPITAL. THE PATIENT, THEREFORE, REQUESTS THAT HIS DOCTOR ADMIT HIM 

TO THIS HYPOTHETICAL HOSPITAL ON SATURDAY INSTEAD OF SUNDAY. IN THIS 

INSTANCE, PATIENT #2 NOW ARRIVES AT THE HOSPITAL SATURDAY AFTERNOON 

INSTEAD OF SUNDAY, HAS HIS ROUTINE X-RAY AND LAB WORK PERFORMED THAT 

AFTERNOON AND SINCE ONLY EMERGENCY SURGERY IS PERFORMED ON SUNDAY 

AT THIS HYPOTHETICAL HOSPITAL, THE PATIENT, BASICALLY, LIES AROUND IN BED THE REST OF 

SATURDAY AND ALL DAY SUNDAY AND THEN ALSO GOESTOSURGERYEARLYMONDAY 

MORNING. GIVEN THE SAME UNEVENTFUL AVERAGE STAY AS THE FIRST PATIENT, PATIENT #2 

WOULD ALSO LEAVE THE HOSPITAL THE FOLLOWING SATURDAY MORNING. THE 

,,,. 
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NET RESULT IN THIS CASE, HOWEVER, IS NOW A SEVEN DAY STAY FOR PATIENT #2, 

AND BASED UPON AN AVERAGE CHARGE OF $250 PER DAY, A HOSPITAL BILL THIS TIME 

OF $1,750 AS WELL AS A HIGHER DOCTOR'S BILL DUE TO AN ADDITIONAL DAY OF 

HOSPITALIZATION. THE HOSPITAL BILL INCREASE REPRESENTS A 16-2/3% INCREASE 

IN REVENUE TO THE HOSPITAL--SMALL WONDER THEN THAT THIS HYPOTHETICAL 

HOSPITAL WOULD BE WILLING TO PAY OUT A REBATE OF 5% TO THE PATIENT IN ORDER 

TO ENCOURAGE PATIENTS TO BE HOSPITALIZED EARLIER. THE HOSPITAL WOULD STILL 

NET ADDITIONAL REVENUES OF 11-2/3°/o ON THIS ADMISSION LESS, OF COURSE, ANY 

lV OR NEWSPAPER ADVERTISING EXPENSES THAT THIS HYPOTHETICAL HOSPITAL MAY 

ELECT TO DO. FOR PATIENT #2, THE THIRD PARTY PAYERS PORTION WILL t'--."OW BE 

$1,400 INSTEAD OF $1,200 AND THE PATIENT PORTION OF THE BILL WILL BE $350 LESS 

A REBATE OF $87.50 OR $262.50 AS COMPARED TO T!,E $300 IN THE FIRST EXAMPLE. 

THE PATIENT IS THEN AHEAD $37.50 ON THE DEAL BUT THE THtRD PARTY PAYER IS OUT THE 

ADDITIONAL $200. THIS DO.ES NOT SEEM TO ME TO BE A VERY LOGICAL WAY TO CONTROL 

OR REDUCE HOSPITAL CHARGES. 

A THIRD EXAMPLE WOULD BE THE PATIENT WHO ENTERS THE HOSPITAL ON FRIDAY 

FOR THIS SAME ELECTIVE SURGICAL PROCEDURE. THE CHANCES ARE THAT HE WILL STAY 

IN THE HOSPITAL AN EXTRA TWO DAYS BECAUSE THIS HYPOTHETICAL HOSPITAL ALSO 

MAINLY DOES ONLY Efy\ERGENCY SURGERY ON SATURDAY. IN SUCH A CASE, CHARGES 

FOR AN EIGHT DAY STAY COULD TOTAL APPROXIMATELY $2,000 OR A 33-1/3% INCREASE 

IN REVENUE FOR THE HOSPITAL. THE THIRD PARTY PAYERS PORTION IN THIS INSTANCE 

WOULD BE $1,600 OR $400 HIGHER THAN FOR THE FIRST PATIENT AND THE PATIENT'S 

PORTION WOULD BE $400 LESS A $100 REBATE OR $300, THE SAME AMOUNT PAID BY t PATIENT DJ. THE PATIENT DISCOUNT, THEREFORE, BECOMES ILLUSORY, AS FOR THE 

HOSPITAL, IT INCREASED ITS AVERAGE REVENUE FROM SUCH A PATIENT BY 
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APPROX I MA TE LY 33-1/3% LESS THE 5% REBA TE OR 28-1/JO/o. 

NOW AS IT ACTUALLY HAPPENS, ONE HOSPITAL IN LAS VEGAS IMPLEMENTED 

SUCH A REBATE PROGRAM. BECAUSE OF THE UNUSUAL NATURE OF THIS PROGRAM, IT 

RECEIVED WIDE NATIONAL MEDIA COVERAGE. TO THE BEST OF MY KNOWLEDGE, NO 

OTHER HOSPITAL, OF THE 7, 156 HOSPITALS IN THE UNITED STATES, INSTITUTED A 

SIMILAR PATIENT REBATE PROGRAM--NOR HAS ANY OTHER STATE LEGISLATURE IN THE 

UNITED STATES CONTEMPLATED LEGALIZING THIS QUESTIONABLE TYPE OF A REBATE 

PROGRAM. 

AB 307, IN ITS PRESENT FORM IN SECTION 3, REQUIRES THAT THE INSURANCE 

COMMISSIOt'-IER SHALL, AT THE EXPIRATION OF THE ACT ON JULY 1, 1979, CONDUCT 

A COMPREHENSIVE STUDY OF REBATE PROGRAMS IN EFFECT AT VARIOUS HOSPITALS 

IN ORDER TO DETERMINE THE EFFECT THAT THE PROGRAM HAS HAD ON HOSPITAL 

CHARGES AND LENGTH OF PATIENT STAY. 

I SUBMIT THAT THIS INFORMATION IS CURRENTLY AVAILABLE TO THE INSURANCE 

COMMISSIONER IN FULL, COMPLETE DETAIL AT THE ONE HOSPITAL IN THE UNITED STATES 

THAT HAS HAD ALMOST ONE YEAR'S EXPERIENCE WITH SUCH A REBATE PROGRAM AND THAT, 

THEREFORE, THERE IS NO NEED TO WAIT FOR AN ADDITIONAL TWO YEAR PERIOD OF TIME 

IN ORDER TO DETERMINE THE GOOD OR EVIL OF THIS TYPE OF PROGRAM. I WOULD 

SUGGEST THAT IF YOUR COMMITTEE FEELS THAT THIS TYPE OF LEGISLATION HAS MERIT, 

THAT YOU CONSIDER AN AMENDMENT TO THE ACT THAT WOULD EMPOWER THE INSURANCE 

COMMISSIONER'S OFFICE TO CONDUCT SUCH A STUDY NOW, BASED UPON THE 

INFORMATION CURRENTLY AVAILABLE AND, THUS, NOT HAVE TO WAIT A TWO YEAR 

PERIOD IN ORDER TO SEE IF IT HAS BEEN GOOD LEGISLATION OR BAD LEGISLATION. 

TO ME, THE ACT, IN ITS PRESENT FORM, LOCKS THE BARN DOOR AFTER THE PROVERBIAL 

HORSE HAS BEEN STOLEN. 
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ADVOCATES OF THIS BILL HAVE STATED THAT THE AVERAGE STAY OF REBATE PATIENTS 

HAS BEEN 6.14 DAYS AS COMPARED TO A 6.8 DAY STAY OF AN AVERAGE PATIENT AT THE 

HOSPITAL THAT HAS HAD A REBATE PROGRAM IN EFFECT. I AM CERTAIN THAT THESE 

FIGURES ARE CORRECT BUT THE CONCLUSION THAT THE AVERAGE STAY OF REBATE 

PATIENTS HAS, THEREFORE, BEEN REDUCED BY SEVEN-TENTHS OF A DAY, IS GROSSLY 

ERRONEOUSo ELECTIVE REBATE PATIENTS--THAT IS PATIENTS WHO CAN SELECT THEIR 

DAY OF ADMISSION BECAUSE OF THE NATURE OF THEIR ADMITTING DIAGNOSIS, HAVE 

FAR DIFFERENT DIAGNOSES AND MUCH SHORTER HOSPITALIZATION PERIODS THAN 

THE NON-ELECTIVE MEDICAL OR EMERGENCY SURGERY ADMISSION. FEW EXAMPLES 

OF SUCH ELECTIVE ADMISSIONS MIGHT BE RHINOPLASTIES, OR NOSE JOBS, BREAST 

ENLARGEMENTS OR ABORTIONS. THE ONLY WAY TO DETERMINE IF, IN FACT, THE 

AVERAGE STAY HAS BEEN EITHER INCREASED OR DECREASED, WOULD BE TO TAKE A 

SERIES OF NON-REBATE PATIENTS AND A SERIES OF REBATE PATIENTS WITH THE SAME 

MEDICAL OR SURGICAL DIAGNOSES AND THEN COMPARE THE AVERAGE LENGTH OF 

STAY OF THE TWO GROUPS. 

THE ADVOCATES OF THE BILL HAVE ALSO STATED THAT BECAUSE OF THE INCREASED 

NUMBER OF FRIDAY AND SATURDAY ADMISSIONS DUE TO THE REBATE PLAN, THE HOSPITAL'S 

AVERAGE EXPENSE PER ADMISSION WAS LESS DUE TO THE USE OF HOSPITAL EQUIPMENT 

ON A SEVEN DAY BASIS. THIS, TOO, I WOULD NOT DISPUTE--THE MORE PATIENTS 

THAT ARE ADMITTED, THE LOWER WILL BE THE AVERAGE HOSPITAL EXPENSE; BUT WHAT 

THIS REALLY MEANS IS THAT NOW THE HOSPITAL HAS IT TWO WAYS--IT IS ABLE TO LOWER 

ITS OWN OPERATIONAL EXPENSE AND AT THE SAME TIME INCREASE ITS REVENUE THROUGH 

OVER-UTILIZATION OF ITS FACILITIES FROM 16-2/3% TO 33-1/3%. THAT IS WHAT I CALL 

A NEAT TRICK. 

LET ME GIVE YOU GENTLEMEN AN IDEA OF THE DOLLARS POTENTIALLY INVOLVED 
. -~ ; 1: .. ·v 

IN THIS PANDORAS BOX)HAT WILL BE OPENED THROUGH THIS TYPE OF LEGI~;~ . ;__) 

.. 
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BECAUSE REMEMBER, THIS BILL PERMITS ALL HOSPITALS TO IMPLEMENT A REBATE 

PROGRAM, NOT JUST THE ONE THAT HAS TRIED OUT SUCH A PROGRAM. 

AT THE PRESENT TIME, THERE ARE TWENTY-THREE HOSPITALS IN THE STATE OF 

NEVADA LISTED IN THE 1976 EDITION OF THE AMERICAN HOSPITAL ASSOCIATION'S 

GUIDE TO THE HEALTH CARE FIELD. OF THESE, EIGHTEEN ARE COMMUNITY HOSPITALS 

THAT HAVE A TOTAL OF 2,428 BEDS. DURING 1975, THE REPORTING PERIOD INDICATED 

IN THE AMERICAN HOSPITAL ASSOCIATION'S 1976 GUIDE EDITION, THESE HOSPITALS 

ADMITTED 92,852 PATIENTS AND PROVIDED 605,095 DAYS OF PATIENT CARE, AT A GROSS 

INPATIENT REVENUE OF $109,677,000; FOR AN AVERAGE GROSS REVENUE PER PATIENT 

DAY OF $181.26. ACCORDING TO A REVIEW OF OUR OWN HOSPITAL'S ADMISSIONS 

AS WELL AS THE PUBLISHED ADMISSIONS OF THE HOSPITAL THAT EXPERIMENTED WITH 

A REBATE PROGRAM, APPROXIMATELY 18% OF THESE PATIENTS WERE ADMITTED ON A 

FRIDAY OR A SATURDAY. IF ONLY 50%, OF THESE PATIENTS OVERUTILIZE THE HOSPITAL 

BY JUST ONE DAY, HOSPITAL REVENUE, BASED UPON 1975 CHARGES, WOULD INCREASE 

BY $1,500,000. IF AN ADDITIONAL 25% OVERUTILIZE THE HOSPITAL BY TWO DAYS, 

YOU WOULD HAVE TO ADD AN ADDITIONAL $1,500,000 TO SUCH REVENUE, FOR A 

TOTAL OF $3,000,000 ANNUALLY. IF YOU THEN ADDED AN ADDITIONAL 20% FOR 

INFLATION SINCE 1975, YOU WOULD HAVE A POTENTIAL INCREASE IN HOSPITAL 
. 

REVENUE DUE TO OVERUTILIZATION OF $3,600,000 ANNUALLY. OUT OF RESPECT 

FOR MY FELLOW HOSPITAL ADMINISTRATORS, I DO NOT MEAN TO IMPLY THAT THEY 

WOULD ALL TAKE ADVANTAGE OF THIS POTENTIAL WINDFALL, BUT THE POTENTIAL IS 

THERE AND THIS BILL WILL HAVE PUT IT THERE. YOU WILL HAVE OPENED UP PANDORAS BOX 

WITH THIS SORT OF LEGISLATION FOR A MINIMUM TWO YEAR PERIOD. THE POTENTIAL 

INCREASE IN REVENUE, AS A RESULT OF OVERUTILIZATION DURING THIS TWO YEAR 

PERIOD, COULD NOW TOTAL APPROXIMATELY $7.2 MILLION DOLLARS. 
1; 1-':),. 

FRANKLY, I FIND LT IMPOSSIBLE TO BELIEVE THAT THE NEVADA L~GISLAT~ 
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WOULD GO BLINDLY AHEAD WITH THE INTRODUCTION OF SUCH LEGISLATION WITHOUT 

FIRST FULLY DETERMINING THE POTENTIAL GOOD OR EVIL OF SUCH A PROGRAM WHEN 

ALL IT HAS TO DO WOULD BE TO HAVE THE INSURANCE COMMISSIONER DO A THOROUGH 

UTILIZATION REVIEW AUDIT OF THE RECORDS AND INFORMATION CURRENTLY 

AVAILABLE AT THE ONE HOSPITAL THAT HAS TRIED THIS PROGRAM. TO DO OTHERWISE 

WOULD INDICATE, I FEEL, A CERTAIN DEGREE OF DISINTEREST TOWARD THE OVER-ALL 

BEST INTERESTS OF THE PUBLIC AND I AM CONFIDENT ENOUGH IN THIS COMMITTEE TO 

BELIEVE THAT SUCH DISINTEREST DOES NOT EXIST. 

THANK YOU VERY MUCH. 
- >. 
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23 February 1977 '"Ma11and Medicine" 

Mr. S. Schulman 
Administrator 
Valley Hospital 
620 Shadow Lane 
Las Vegas, Nevada 89106 

Dear Sy: · 

COUNTY COMMISSIONERS 

Thalia Dondero. Chrmn. 
Manuel Cor:ez. Vice Chrmn. 
Sam Bowler · 
Robert Broadbent 
David Canter 
Jack R. Pe:;tti 
Richard Ro~zone 

I am sorry I cannot join you at the hearing on AB 307. I wou1d like to share 
some thoughts with you. 

1. The hospitals in the U.S.A. establish their charges for services on 
the basis of average costs. Patient X may need more help to get a 
chest x-ray done than Patient Y -- but both are charged the same 
fee. If any group of uati ents is _hargec 1 ess, * a 11 8thers -- ~·ihe:her 
or not covered by insurance or other third party payer -- will be 
charged more, grossly Lnfairly. 

2. The costs of services during week-ends tends to be higher because of 
premium wage scales of some employees, on-call or call-back pay of 
others, and other related factors. 

3. While hospital aver-age costs tend to go dm-m \vith increased volumes, 
one hospital's increased volume at the expense of the other hospitals, 
will not decrease total costs for the community. 

4. While lowered occupancy figures during weekends are inconvenient in 
some ways to all hospitals, the problems are much 1ess significant in 
Las Vegas because of the sizeable weekend tourist population. 

5. Attempts to force doctors to work in non-emergency situations on week
ends is patently unfair to them, and will often pit doctor against 
patient, which is hardly conducive to effective patient-doctor relation
ship. 

Advertising is currently viewed as unethical by hospitals unless if there 
is an unusual feature about which the public should be informed. It is my 
belief that Sunrise Hospital's intention to re-introduce the weekend rebate 
policy is essentially motivated by their wish to advertise. 

If Sunrise is allowed this scheme, the other for-profit hospitals are likely 
to adopt it also. Public not-for-profit hospitals, not being able to offer 
rebates out of corporate profits, would be unfairly discriminated against, 
ultimately at the expense of the taxpayers subsidizing the public hospitals. 

Besrr~ards. 

Geo';;e~~F.A.C.H.A. 
Administrator 

*for reasons other than the costs of service. 
SOUTHERN NEVADA MEMORIAL HOSPITAL 

1800 W. Charleston Blvd .. Las Veaas. Nevada 89102 {702) 385-2000 
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March 1, 1971 

Mr. Fred H iJlerby 
Nevada Hospital Association 
145.0 East Second Street · 
Reno, Nevada 89502 

Dear Fred: 

As yqu know, there has been much concern on the part of a number of hospitals regarding 
the introduction of Assembly Bill No. 307 which permits the rebate of health insurance 
benefits to patients. It is the belief of the undersigned that such rebating could lead 
to the "buying" of patient business by hospitals and to over-utilization of hospital 
services. It is for these reasons that the undersigned hospitals request that the Nevada 
Hospital Association take an active part in the defeat of such legislation. It is our 
feeling that this Bill is against the best interests of all hospitals, their patients and 
their care. 

-As you know, as a result of the opposition voiced at the Committee on Commerce hearing 
on February 23, the matter was referred to a subcommittee chaired by Assemblyman 
Demers. It is the intention of the undersigned hospitals to actively pursue this matter 
until its eventual defeat and request that the Nevada Hospital Association join with us 
in achieving this goal. 

Sincerely, 

~~~. 

t 

Doug as D~ i ey, Administrator 
Womens Hospital 

Las Vegas, Neva:e, 

£;- ISO, Aamini:lralor 
Boulder ity Hospital 
Boulder City, Nevada 

---:c.--._""'--~-----------~ 
~===-__! ________ _ 

Iqbal Paroo, Administrator 
Desert Springs Medical Center 

- Los Vegas, Nevada 

· George Riesz, dministrator ~ 
Southern Nevada Memorial Hospital 

Las Vegas, N\vna 

· -kl~wl ~~tQ1'11{V 
dministrator 

.: .;. 
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Hospitals, U.S.: NEBRASKA-NEVADA-NEW HAMPSHIRE 
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Hosp,tal, Address. Telephone. Admm1s1tator. Approval and rac1htv CO<Ms 

* lndicatn memtaentup JO the Atnet.un HocMt.i Control Codi's St , 63.~ . 71. 72 , ~ 73 ind-a:• halplt.ah 
AS50Cial1on lt1ted bv (he AOHA 

Iii lndtcillei AHA membersh10 and JCA.H .::c-,.,,mtOn T~ 111ea codN. when .., .. ,able.•• 1t,o,,,.,n ~ 
the city .,-,,d county Q lndoCilles JCAH aa:rechtalion 

l tnchcalH memti,e,,sh,p ,n the Atnt-f~ Os1~1·11c Fo, definitions and ••P'lt\lhcw, of 01twt cooes ... Pl~ l 
Ho1()1t# Anoc1-,1ttQn 

YORK-York County (402) 
• YORK GENERAL HOSPITAL, 2200 Lincoln Ave., Zip 68467; tel. 362-6671 ; Dale W. Karnopp, adm 

A-9,10 f-1-3-16-23-34-35-41-45 

/ ,, 

BOULDER CITY-Clark County (702) 
Iii BOULDER CITY HOSPIT Al, 90 l Adams Blvd., Zip 89005; tel. 293-4111 ; Stanley B. Pariso, adm. 

A-1-9-10 f, 1-2-3-6-14-16 -23-35-39-45-46 
CARSON CITY-Ormsby County (702) 
'ii CARSON TAHOE HOSPITAL, 1201 N. Moontain St., Zip 89701 ; tel. 882-1361; John f . Anthony, adm. 

A-1 -9-10 F-1-3 -1 0-12-15 - l 6-l 7-23-30-35-36-39-44-45-46-47 
EAST ELY-White Pine County (702) 
~ WILLIAM BEE Rl!'llE HOSPIT Al, Box 435, Zip 89315; tel. 289-3001 ; C. L Lam0<eaux, adm. (Includes 33 

beds in long-term unit) A-1-9 -10 F- l-3-6-14 -15-16-18-19-23-29-35-39-42-45 -46 
ELKO-Elko County(702) . 

ELKO GENERAL HOSPITAL, 1297 College Ave., Zip 89801 ; tel. 738-5151 ; Jon Felker, adm. !Includes 
18 beds in long-term unit) A-9-10 f-1-3-6-10-12-15-16-19-23-35-39-45 

FALLON-Churchill County (702) 
'ilCHUIICHILL PUBLIC HOSPITAL. 155 N. Tay\0< St., Box 391 , Zip 89406; tel. 423-3151; W. W. H\Jffman, 

adm. A-1 -9- 10 f-3-23-35-45 
HAWTHORNE-Mineral County (702) 
* MOUNT GRANT GENERAL HOSPITAL. Box 1516. Zip 89415; tel. 945-2461; Audrey H. McCracken, 

adm. (Includes 12 beds in long-term unit) 
A-9- 10 f -6- 16- l 7- 19-28-30-32-35-36- 37-39-42-45-47-48-49-51 

HENDERSON - Clark County (702) 
Iii ST. ROSE DE LIMA HOSPITAL. 102 Lak e Mead Dr .. Zip 89015; tel. 564-2622; Sr. Georganoe Duggan, 

adm.; W J. Sthultz, assoc. adm. A-1-2-9 F-1-3-5-8 -9-10-1 1-12-16-1 7-22 -23-35 -36-45 
LAS VEGAS -Clark County (702) 
0 DESERT SPRINGS HOSPIT Al, 2075 E Flamingo Rd, Zip 89109; Mailing Address Box 19204, Zip 

89119; tel. 733 -8800; Richard C Herrmann, adm. 
A-1 -10 f , l -3-5 -10-12-1 4-1 5- 16-23 -35-39-40-44-45-46 

~ SOUTHERN NEVADA MEMORIAL HOSPITAL, 1800 W. Charleston Blvd .. Zip 89102; tel. 385 -2000: 
George Riesz, adm. A-1 -2-3 -9 -10 F-l-2-3-4-5-7-9-10-11-12-15-16-17-2D-21-22-23-24-25-26-
27-30-32-34-35-36-39-40-42-44-45-46-47 

iii SUNRISE HOSPITAL. 3186 Maryland Pkwy., Zip 89109: Mailing Address Box 14157, Zip 89114 ; tel. 
732-9011; pavid R Brandsness. adm A-1-9-10 F-1-2-3-4-5-7-8-9-10-11 -12-14-15-16-17-20-
21-23-26-34-35-36-39-40-4 5-46-48-49- 50- 51-52 

U. S. AIR FORCE HOSPITAL. See Nell,s Air force Base 
'ii VALLEY HOSPIT Al, 620 Shadow l ane. Zip 89106; tel. 385-3011; Charles l. Showalter, oxoc. dir. 

A-1- 10 f - l -3-5- 10-12-14-15-16-2 3-27-28 -30-32 -33-35-36-45-46,47 
~WOMENS HOSPITAL, 2025 E. Sahara Ave., Zip 89105; tel . 735-7106; May E. Hanson, adm. 

A-1 -9-1 0 f -1-5-14- 17-39-40-43 
LOVELOCK-Pershing County (702) 
~PERSHING GENERAL HOSPITAL, Sncth Ave. & County Rd., Box 661 , Zip 89419; tel. 273-2621 ; Robert 

J. Moss. adm. (Includes 25 beds m long-term unit) A-1-9-10 F-1 ·6-19-34-35-45 
NELLIS AIR FORCE BASE-Clark County (702) 
ilu. S. AIR FORCE HOSPITAL. Z,p 89191; 1e1 643,4077; Maj. John P. VanRysselberge, adm. 

A-1 f-2-5 -23-28-33-34 -35 -37 -42-43-45 
NORTH LAS VEGAS-Clark County (702) 
M NORHI LAS VEGAS HOSPITAL, 1409 E. lake Mead Blvd, Zip 89030; tel. 649-7711 ; William E. 

Bennett, adm. A-1-9-10 f-1 -2-3-5-10-12-15-16-23-35-42-43-44-45-46 
OWYHEE-Elko County (702) 
• U S. PUBLIC HEALTH SERVICE INDIAN HOSPITAL, Box 212, Zip 89832 ; tel. 757-3215; T. L 

Welbourne. serv. unit dir. F-15-17-30-32- 33-34 -35-36-37-41-42 
RENO-Washoe County (702) 

NEVADA MENTAL HEAL TH INSTITUTE, See Sparks 
il ST. MARY'S HOSPITAL. 235 W. Sixth St, Zip 89503; tel . 323-2041 ; J. L Reveley, adm. 

A-1 -9-10 F-1-2 -3- 5-7-9- 10- l 1-12-15-16- t 7-23-24-35-36-44 -45-46 
~ VETERANS ADMINISTRATION HOSPITAL. 1000 Locust St, Zip 89502; tel. 786-7200; Harry C. Potter, 

dir. (Includes 22 beds in long•term unit) 

A-1 f -1-3-5-10-14-16-19-23-24-27-26-32-33-34-36-42-46 
ii WASHOE MEDICAL CEN TER, 77 Pnngle Way, Zip 89502; tel. 785-4100; Carroll W . Ogren, adm. 

Oncludes 34 beds in long•te,m un1tl A· 1 •9· 10 
f-1-2 -3-5 -7-9-10-1 1-12-15-1 6-17 -19-20-21 -23-24-25-26-27-28-29-30-35-36-39-42-44-45-46 

SCHURZ-Mineral County (702) 
• U S. PUBLIC HEAL TH SERVICE INDIAN HOSPIT Al, Zip 89427; tel . 773-2345; Reuben T. Howard, adm. 

off F-5-14-30-32-33-34-35-36-3 7-42 -45 
S_PARKS-Washoe County (702) 
~ NEVADA MENTAL HEAL TH INSTITUTE !Formerly Listed Under Reno). 480 Galletti Way, Zip 89431; 

Mailing Address Box 2460, Reno. Z,p 89505; tel. 322 -6961 ; Thomas A. Piepmoyor, dir. 
A-1 -10 F-3-5-23-24-29-33-36-42 -45 -46 

WINNEMUCCA-Humboldt County (702) 
• HUMBOLDT GENERAL HOSPIT Al !formerly Humboldt County General Hospital!, 118 E. Ha•kell SL, Zip 

89445; tel. 623-5222: E. J Hansson. adm. !Includes 10 b<lds in long-term unit) 
A-9-10 f -1-3-6 -14-19-35-42-45 

YERINGTON-Lyon County (702) 
• l YON HEAl TH CENTER. Surprize at Whitacre Ave., Box 940. Zip 8944 7; tel. 463-2301 : Clara M 

Barnett RN, adm. !Includes 18 beds ITT long-term unit) A-9-10 f-2 -6-14 -23-35-" -46 
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76 1220 42 55.3 10 i'd5 1319 723 104 

74 2125 41 55.4 1 273 1607 816 113 

42 1294 18 42.9 8 83 895 503 55 

37 516 18 48.6 5 35 691 415 54 
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460 20018 332 72.2 40 1125 23227 10921 1060 
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41 4157 39 83.0 27 1869 3100 1134 133 

47 215 15 31.9 6 37 502 295 45 

35 2951 26 74.3 13 462 86 

49 1973 30 61.2 2541 816 120 

17 201 6 353 4 15 942 386 34 
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199 3260 166 83.4 9744 5649 434 
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~ TABLE 5C (Continued)/ NEVADA 

~ 
0-
;--
C.11 

.Q 
z 
e 
< 
Q 
0.. 
Q 

CLASSIFICATION 

NEVADA ·····-··-············""'"····················-·---

6·24 beds ... ..... .... ................................... ..... ......... 
25-49 , ....... .... ........... ......................... .......... .......... 
50.99 •·• •······· ·· .. · · ·"· ··· "'' '"'"''''"""''' ' ' •·· "· ·· .. ,, .......... 
100-199 .. ............ ..................... , ... ............. ........... 
200·299 ... ........................... 
300·399 ...................... .... ... .. . :::::::::::: :::::::::::::::::: 
400·499 .................... .... ... .. ... ............................ .... 
500 or more ........ ......................... ........ .. .............. 

Psychiatric ............. .. .. ... .............. ............ .. ... .. .... 
Hospitals ........ .. ........... .. .. ................... .. .. .... 
Institutions for mentally retarded ................ . 

General ... ............... ··············· r Hospitals ............................................... .......... 
Hospital units of institutions ..... ................ ... 

TB and other respiratory diseases ...... .............. 
Obstetrics and gynecology ................................ 
Eye, ear, nose, and throat ······························· .. 
Rehabilitation ................................. ......... ...... ...... 
Orthopedic .... .......... ... ....... .............. ..... ...... ......... 
Chron ic disease ........ ............... .... ..... ......... ..... .... 
Afl other ........................ _ ..................................... .. 

Federal ····· ··········· ... , .. .......................... ...... ........... 
Psychiatric ·· ····" .. ...... .................. .... .............. 
General and other special ... ........................ . 

Nonfederal ........ .......... , ....................................... 
Psychiatric .............................. . ...................... 

Hospitals .... .. ................. .. ············ .. ,, .......... 
Institutions for mentally retarded ....... ..... 

TB and otr,er respiratory diseases .... .. ......... 
Long-term general and olher special .......... 
Short-term general and other special .. ....... 

Hospital units of institutions ...... .... .......... 
Community hospitals ................................ 

--- • 
6-24 beds ...... ...................... .. ................ 
25-49 ......... ..... ...... .. .. .... ..... ..... ..... .......... . 
50-99 ............................... ..... .................. 
100·199 ....................................... .... ....... 
200-299 ...................................... ............ 
300-399 ..... ...................... ..... ........... ....... 
400-499 ....... ................. ..... ......... : ... ....... 
500 or more ..... ........... ..... .................... 

Nongovernment not-for-profit ...... .' ..... 
Investor-owned (for-profit) .................. 
State and local government ................ 

H0SPI• 
TALS 

23 

1 
10 
4 
3 
2 
0 
2 
1 

1 
1 
0 

( 21 
21 

0 
0 
1 
0 
0 
0 
0 
0 

4 
0 
4 

19 
1 
1 
0 
0 
0 

18 
0 

18 

Ii l! 
3 
5 

10 

INPATIENT 
INPATIENT DAY 

BEDS ADMISSIONS 0AYS EQUIVALENTS 

3,156 100,503 786,033 

17 207 2.236 
397 15.284 84.402 
305 9.891 64 .238 
474 13,915 132,504 
541 21 ,839 142.895 

0 0 0 
911 20,793 226.575 
511 18,574 133,183 

451 775 105.363 
451 775 105,363 

0 0 0 
2,658 95,571 666.465 
2,658 95,571 666,465 

0 0 0 
0 0 0 

47 4,157 14,205 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 

277 6.876 75,575 
0 0 0 

277 6,876 75,575 

~ 2,879 93,627 710,458 

' 
451 775 105,363 
451 775 105,363 

0 0 0 
0 0 0 
0 0 0 

2.428 92.852 605,095 
0 0 0 

2,428 92,852 605.095 692.298 1[~ 'I ("d >~ ' 
0 r 11,512 87,058 

~ 305 l_ 9.891 5 64.238 72,488 
275 ~ 10.655 71.995 83,767 

1 541 21,839 o 142,895 160,525 

¥ 46~ s· o r( o 0 
l, 20,018 121,21 2 138.022 

511 18,574 S 133. 183 150,438 

386 15.877 96.618 103,487 
831 36,803 218)42 249,944 

1,211 40,172 290,135 338,867 

- - -
ADJUSTED OUTPATIENT VISITS 

0CCU· AVERAGE AVERAGE AVERAGE 
PANCY, DAILY DAILY STAY, SURGICAL 
percent CENSUS CENSUS day, OPERATIONS Emer2ency Clinic Referred ,..,, 

68.2 2,153 46,641 213,104 229,125 158,457 600,68 

35.3 6 355 726 6,532 2.073 9.331 
57.9 230 6. 147 33.332 115.002 74.567 222.901 
57.7 176 4,400 23,466 0 14.987 38.453 
76.6 363 6,126 17.491 41,764 16.772 76,027 , .. 
72.5 392 10.659 55.538 14.559 33,866 103.963 . ·-0 0 0 0 0 0 0 
68.2 621 9.517 47.074 38.827 4.470 90,371 
71.4 365 9,437 35,477 12,441 11,722 59.&40 

•••. ,:it 

64.1 289 0 0 0 0 0 
64.1 289 0 0 0 0 0 

0 0 0 0 0 0 0 
68.7 1,825 44,240 213,104 229,125 156.176 598.405 
68.7 1,825 44,240 213,104 229,125 156.176 598,405 

0 0 0 0 0 0 0 
0 0 0 0 0 0 0 

83.0 39 2,401 0 0 2,281 2,281 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 

74.7 207 2,601 17,569 160,058 43.242 220.869 
0 0 0 0 0 0 0 

74.7 207 2,601 17.569 160.058 43.242 220,869 

67.6 1,946 44,040 195,535 69.067 115,215 379,817 
64 .1 289 0 0 0 0 0 
64 .1 289 0 0 0 0 0 

0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 

68.2 1,657 44.040 195,535 69,067 115.215 379,817 
0 0 0 0 0 0 0 

68.2 1,657 1,896 6.5 44.040 195.535 69.067 115.215 379,817 

0 0 0 0 0 0 0 0 0 
58.0 195 238 6.0 4.976 16.489 3.240 33.398 53. 127 
57.7 176 198 6.5 4.400 23,466 0 14,987 38.453 
71.6 197 230 6.8 5,051 

" 
17,491 0 16.772 34.263 

72.5 392 440 6.5 10,659 55,538 14,559 33,866 103,963 
0 0 0 0 0 0 0 0 0 

72.2 332 378 6.1 9,517 47,074 38,827 4.470 90.371 
71.4 365 412 7.2 9,437 35,477 12,441 11,722 59.640 

68.7 265 283 6.1 9.550 27.359 0 33.044 60.403 
72.0 598 685 5.9 17.678 72,646 38.827 31 ,614 143,087 
65.6 794 928 7.2 16,812 95,530 30,240 50,S57 176.327 



0) TABLE 11-REVENUE IN COMMUNITY HOSPITALS .:,,. 

ALL COMMUNITY HOSPITALS NONGOVERNMENT NOT-FOR-PROFIT HOSPITALS 
--f ·--· ··-···~. ··-----
Q lnpalient Outpatient Inpatient Outpatient 
C'" AREA Net Net Net Net ;- Gross Por Gross Per lnpatumt Total Gro'is Per Gross Per Inpatient Total 

Revenue Inpatient Revenue Outpationt Revenue Ruvc11utl Revenue Inpatient Revonuo Outpatiant Ro venue Re't"enu 
(in thousands) Oay (in thousands) Visit (in thousand$) (in thousands} (in thousands) Day (in thousands} Visit (in thousands) (in thousa 

UNITED ST ATES --~ ........................ , ......... 134,579,0-43 1142.00 $4,934,720 $25.80 $36,116,106 $39,247,683 $27,068,835 $145."8 '3,506,780 $25.68 $2&,114,373 $21.500 .... ~-.... ' 
6·24 bods Ill f>fi7 9:1 :11 19 9~7 21 02 1();1 1/M I Ill 011 ?(J Ill HI '.JtJ A71'l , .. A7 J;>- 114 3'~ 0-46 "-
25'•49 873 09,4 IOI 06 11J.fi97 19 42 YOH.fiJI !lft:121 :JJ;'J ?13 100U) 4fl OJ7 IH 10 J•S 41.C 371 r,57 ~ 50-99 2 719.030 1013 13 35U07 21 5-4 .!,7!U5:IO ~.930.74<'.J 1.34:1.190 10n r,9 167.0fi0 20 a, 1 394 779 1 46J 4Jt) 
t00•1W 6.-406M6 1:.>fl 2• 819656 23 31 6.471.9// fi.N~,tuJO 4.00l.9fi1 l:i'A 41 553.919 23 36 "4 IS..1312 4 345 463 
200·>99 6.5fi9 7!)5 , .. 2 1!, 8!.i2 hAJ 2f• 02 h,f)40,!t75 li.!Mfi.H71 5,?fi(j fi?~) M?fiO 6fl4 695 25 6B 5 ;,~ 779 5 518 005 300.399 5 ~•ti ;,')fl , .. 9 3,4 764.:17A 2ri ;:,o 5.• 'd f.00 5flW.3I:> "4},/)A '/'J4 14lJ 19 ~~57,. 26 61 • 501 !)f,6 4 732 139 .. 00,-499 -4 5;>5 f,tt9 l&O 99 605 01• ;.>7 J,4 ,4,f,otlW,li 4.111/U?H 3,1141 1140 1',0 Oil 4W 1:>6 ')7 11 3Al9017 4 0:>4 RA.'.l 
!,DO or mo,e 9.647 44,4 165 J8 1.•08.218 29 11 O,;l/19,%:J I0JU3 G07 l.60fUKJ3 lbH I? 984,654 37 3:1 7 301 952 8 009 965 

CENSUS OIVISION 1, 
NEW Et~OLAND .... 2,391,•85 165.6• 401,725 2g,03 2,418,477 2,728,605 2,254,321 166.98 375,677 29.25 2,262,645 2,537,462 

Connec11cu1 531.320 17'} 03 63.947 27 04 560,243 585,791 524,493 172 03 81.718 26 61 551 952 SIS J!,3 MA1ne 157.962 125 10 27,187 22 85 161.6/R 17~1.608 tS:J,631 125 25 26 389 23 18 162 (¥)() 170 616 Ma~!.achuseus ... ,,. .. 1.364.902 179 38 237,862 33 20 1.:i.?1.eao 1.578 388 1,237,541 162 87 215,720 3• 38 1.183 1&4 1,"406 8S6 
New H<1mpsh1re . 101 839 11662 15,633 16 74 108,6:>3 114.711 98,254 119 33 14,754 16 14 104.557 110 530 Rhode Island 170.235 16i 90 27 . .UO 31.06 186,076 196.122 170,235 162 90 27 440 31 06 166.076 196 122 Vermonl 70 167 119 08 9.656 17 18 /J,917 77,985 70,167 11908 9 656 17 18 73,977 77 965 

CENSUS DIVISION 2, 
MtOOLE ATLANTIC 1,aeg,12s 1ss.ae 1,173,975 25.65 7,308,187 8,096,394 6,561,537 157.10 907,105 27.57 8,125.070 6,5-19,222 

New Jersey 1.306,3"'0 149 2• 175.•58 28 •o 1.188.166 1,273.160 1,162.794 151 21 154.248 27 65 1 065 704 1 124 217 New York ·• ... 364,330 16608 875.637 28.67 ... 021,099 ... 592.024 3.349,530 170 41 531 999 ,35 41 3,090 356 3.453 19'7 
Ponnsylvanl.il .. , 2.1gg.2ss 142 23 322,880 20.14 2,096,922 2.231.210 2.049.213 142 10 300.859 1960 1,969 008 2.071 808 

CINSUS OIVISION 3, 
SOUTH ATLANTIC 5,140,3•2 134.62 f71,748 25.10 5,046,128 5,446,923 3,105,868 137.24 382,254 24.87 3,0S9.lo.t 3,228.127 

Delaware 83.39-1 139 59 1".260 23.03 87 87• 9"4,766 83,394 139 59 14.260 23 03 87 674 94.766 o,,tt1c1 or co·,~mb~ 260,788 182 49 •W,858 :l0 93 :>61.874 299.04• 223.834 191 16 35.294 34 31 225,664 255 393 flor,d,11 t,551.685 15o4 89 158,101 27 25 1,463,26-4 1,573,576 830,247 157 25 70.953 23 62 78'< 879 819 172 
G~OIQ!,ill 670,182 130 55 93,541 26 52 f>S6,S42 73? RIO 10 .. 041 152 39 16 200 29 30 186 059 19, ~ai Mnryl1tn(1 63S.fi9"4 167 ,49 '14,141 30 28 649,904 61-16,840 t.35,337 160 08 89 047 30 00 538 425, 56?'}~ 
Nor'.h Carohnit . 65o4.821 108 12 91 049 22 62 (;{)()014 716.1!',9 414,976 107 fl9 57603 7398 o421 J40 .... , <1')7 
Soufh C.1roh11a .. 310032 107 ,47 38.A95 n1s JOH,OAO 330.327 16fiA26 105 52 tG,750 17 33 167M4 t 16 183 v,ro,n,a 60-4 ..... , 121 6" 61,625 22 08 (i4'1,0!,0 GAfl,9:l:> 47fi.S37 117,71 58 353 21 41 459 309 4Al ~87 
Wr:11 V1rgm1tt :KJU,102 110 18 39 078 17 fiO 30:1.s;,11 31!l,4fi9 lll?.076 111 27 24 214 20 98 169 910 199 .. 1& 

CENSUS DIVISION 1', 
EAlf NORTH CENT"AL 7,"41,50 139,15 849,644 :u.20 7,C.26,871 8,058,121' 6,372,662 140,51 1a1.ago 24.H e,c96,&2• 8,7H.'4t 

llhno1s 2'.207,862 151 36 272.01 I 2• 36 ~.:1n.:101 2.•114 !IH7 2.07fl.f,45 tri-• ~.5 23-H ~4• 25 •G 2,0f}tt5fi6 i.?07 690 lntJ,ana 7•9,78o4 114 87 100,7-47 20 9• 79:l. 1(>6 83fi 749 531,!';91 116 58 68.509 21 32 ~tJO 0J.9 St:17 738 M1ch1g.u, t.753.470 1M61 :no.~oa 26 78 u,;,o.9~,9 l,fl!l'!UJJ? 1,•0[J (1?0 l!ifil7 213 819 27 57 1 ,157 702 1.504 608 Ohio 1.016,!l,tt t3J 53 21!1.5.>7 :;i:,75 1,!1;.t~'.?01 2,0,47,(,09 1,G%.fJOfi 133 11 187 07~) 23 09 I 69A fiOO 1,71?6l9 W1\l.nn!l.1n 730,667 1'901 87,091 24 71 71i7 t44 rn, •47 6!17,,'0() 117 00 73,Bf,.3 24 73 681,711 702 491 
CENSUS DIVISION I, 

EASl SOUTH CENTRAL 2,015,032 111.2• 188,620 21.84 1,883,774 2,021,871 1,041,050 121.26 go,3g5 20,28 ggs,115 1.046.048 
Alabama ~.117 126 58 45,522 23 17 53?. 104 564.786 240,S~,5 131 13 17.807 19 46 ,;,4 948 2JA 857 Kentur;k.y •32.893 10656 •9.991 22.09 430,395 •50.680 296,291 107 14 33.147 22 95 302 186 316 314 M1S!IS~1pp1 289 501 102 60 26,566 1967 274.239 298,476 101.303 114 ,49 7.299 21 18 97.059 101 71"' ienness.e-e 704.521 121 38 66.4•1 21 20 646,956 699.929 402.901 129 96 32.142 18 29 371,372 393.161 

2,865,747 11J,4• 279,287 22.71 2,7Sl7,084 3,013,449 2,187,535 117.08 19-4,769 2•.30 2,168,437 2.282.382 
Iowa 429,681 102 96 •6,899 21-41 4-47.964 476,341 305,778 107 64 28.•31 2273 314 118 325 61• Jo<ansas 352.8,49 108 33 36,978 15 65 361,126 383.158 269,029 110,36 26,371 17.55 272.232 282.842 M1nneso1a 692 612 113 58 67,411 28 60 711,193 760.852 517.981 116 03 42,256 31 02 526 205 548 324 Missouri 886,751 125 93 95.711 23 92 842,482 926,726 709,366 13065 72,338 25 , .. 680 33? 728 569 Nf'brnsk.a 250 067 111 60 20.055 22 32 ?44 628 270,317 201,388 11661 14,131 24 51 1% 101 21 t 652 Nor r, 0,1kota 108,285 102 22 6.348 28 •5 105,134 108 586 l07,250 102 32 6 259 28 34 104.042 107 462 South Oako1a 85,502 98 97 5,685 22 20 84.557 87,469 76,743 102 98 •,983 22 24 75,402 77 899 

CENSUS DIVISION 7, 
WEST SOUTH CENTRAL 2,947,725 123.80 307,262 24.32 2.811,305 3,140,058 1,624,291 128,25 125,789 26.72 1,581,IS<t 1,660.6H 

A1k,1nsas . 262,694 106 52 23.249 21 71 246.904 263,496 157,190 111 66 11.196 21 55 145,650 15:? 664 Lou,s1ana 520,509 120 90 55.0136 16 89 523.637 608,713 257,971 132 03 21.954 27 86 261 273 274 :?AO Oklahoma, 368.506 12917 36,693 30.34 370,055 393,737 259,924 134 06 21.811 30 61 249 360 259 958 Te11as 1,778,014 126 58 192,25"' 27.10 1,670,709 1,674,110 949,206 1213 89 70.828 26 35 925.571 973.82" 
CENSUS OIVISION I, 

MOUNTAIN 138,31 28.17 1,343,626 1,1'50.490 927.732 140.08 117,007 26.14 956,172 etl•,702 
Ar1iona ,... 
Colorado. 
Idaho 
Mon:ana 

• Ne1,11da 

Ulah 
Wyoming 

CINSUS OIVISIOH t, 
PACIFIC ..... 4,855,897 111.55 770,438 32.01 4,88~,05,4 5,293,769 2,9~3.839 114,og 461,883 31.53 3,164,501 3.332,611 

Alaska 35,97• 209 24 7.691 32.22 39.915 41,368 32,360 222.63 6,76• 34 92 35.53'.'J 36.749 Ca1tforn1a . 3,770,505 190 00 6•9,896 34 26 3,910.395 4,292,337 2,289.190 193 38 361.999 34 15 2.445.834 2.555 863 Hawa11 76.151 122 54 13.746 16.0-1 64,693 97,639 67,421 138.66 12.126 1623 74 373 . ~.745 Or•oon 309.500 146 56 38,053 23.24 304,581 351,209 241.719 1'49,03 29,043 24 95 239.263 2i I 697 Wa~h,l'IQ\On 463,767 160.20 61.0SO 25.80 •63,070 511,216 363.149 167.18 41.961 25.60 373 498 366 561 

.. ---- _,_,,,:, ,..,,,~"""'*"'""'~~~"'.~Y'!l111"'1t ~- ' 11:ri. 'l'i'-, ... w+~•~1~-,.~~I', " 
,., _,_ . .,,~--............... •--- • ,..W .,~,rwt!,.,½I'~~ " ~<YI-'-,-·•1~~ ...... ,, .. _,_..~.,,, .• ,,,,,_,..,u, - ~,, .. ,,__•N'#t"""-~-.,, 
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l.!y NED D!"..Y 
Tt~ ~!t S~:·.ff \"Vr(t c·r 

A controv,:,:-::,i:ii bill \.o ptrmit 
· rt .,ar~:r1t i0r. of St:~ri;;~ Iio::-: p:t:J·s cn~~h 

re ba te r-r r: c:T:c:n b:.s ~pt.rk ::d 5t:-ong 
op~,(~~-iti~n frorn r~ cr0;.1r1 of L,.s \ 'egss 
a..rea hos~::t.2.l ~t.!ral,;j ,-,~.rrl,to:-s. 

FiYe ~r-:n,1:r:c;.t admir.islrators have 

J·r:::r,.,d U:" "r"'"' f' 0-'fcal o' AB 207 -~ .. I J'- • '-•. f , L~• •"" .._. ., .. 

which, 2cc0:-ci:11, to on 'a t>, tim:..te, could 
gc-n\:ratc. a $:;.5 mi ;;;t,,, wi?:,lfall for 
so::,e hosr•i'.~.is, a t the cxpo!se o( 
t,1:•vc. da :r,:;ur~.i ,c :· co:1,11111<-rs. 

AB 2/J7 L,_:; p:,•;c;('d the :.tate · 
asser.-ib:y and i :, now unde r con
si: 2rat:on by tL o St!!atc Co:nmerce 
C,Jm::n.itt fce . Sen:;.tc hc>ari.7gs o:i. t!ie bi:1 
are sc!-. 2dv lcd for April 6 in C::r:,o:i. 

City. 
Arrior.g the a re::c hospit.--d chiefs 

ohj~·c::r,:; to th-: Lill are Dougl::s 
D:dley, J.dr:tir,:c,trntor · cf Wom"ns 
Hospital in Le-" V,·6:is; St:inky P,,ri5o, 
:ib~: :'. is:r:itor of Do.:ldc·r City Hospit.:',l; 
Igbal P, ,:-('<J, ;,d1:-:in:..strator of D..:scrt 
S;1r:n~s ~,·1cJical Cent-er in Las \,'egas; 
George Eicsz, adri1inist ro.tor of 
So1.:t.l ie; rn Nevado. Memorial l10s pita.l ir1 . 
L:i.s Vegas; ;;nd Scym0ur Schulm:i.n , 
administrator of Valley Eos?itnl in~ .. 
Ve6as. 

' 

lf .. \ .r-• ..... _ ~ 1 .... ,.f 
j f ·, : . ' 

( '. 

~ . , t · • 

' : ' .- .~... . 
"Stcnd with anybody that stands right. Stand with him while he ls right. a:id part with him whon he goos wrong .·· Ab.·,1):urn Lineal., . -u -~- :, 

~ .. • 'f 

~ ·. . 
' ..... - .. ·' 

Phone: Circu/at ion 642-12$ J AU otlw-r /70'2) 6J, 2-25 67 North Las Veg:,.,, .'\',- uc.da 89030 15 c~nis Per C<fp y 

Ch:trr;i;-if'. tbt ihc bill b:?.chd by 
Suru i:,(, ll,,[ 11it:;l v:o:ilcl k,2.d to "buying 
<1f r,at;1:11l businC':'.;;" by ho~µibls ai:d to 
"over-,: ;ti;,:i(. i@'' d hc.spila l r,cr\'ires, 
the five! :tdtii i:,i!; t,:itors called for 
defeat of tlic propo!'al. 

Ncv,:<la Ins\:rancc C1J!111nh·:5io:\er 

Dick Ifottma n has ?.lso bl?.stcd the 
mcas,~rc, rontendi:i~ Urnt it would 
allow for"~ massive consumer ripoff." 

The bill, intrv<!t:<:'.t·d. by the Assembly 
Comn'trc~ Co,nn~ittee unde r the 

· guid--rnc::e of Assemblymen Danny 
Dcrn('rs , would ,:.llow ~\inris<' Eu~pital 
to rci1;:,\~•.\ t\ a G.'.!:i per tl'n t ta~;l1 relJ<Li e 
prugr,11,1 f.;1· pHtieiil:. who c;wck in on 
wc(•ke:ids . 

St:nrisc's pro1;T.::.rn had Leen t.h
wartcd bst year by insurance com
panies which rcfus'3d to p8ss the rcbato 
along to p::licnts. The bill prohibits 
insu r ,ince comp::nie!: from ded ucting 
the rebate from t he amount of the 
tove:raf:C they will p,,y undl'r the terms 
of a health insurance pol icy. 

Since bcinp; forrNl to curt.ail the r.ash 
rebate program, SunrL-;e has been 
offerir.r; an opportunity to compel<' for 
a fre e ~,1(•dit:>rranean cruise lo patients 
who t·nlcr tlie hoc,p.it.:il on weekends. 

Valley Ifospit:11 boss Schulman . 
says that by lurin6 p:.tic11ts into tho 
hospitul on wecl;ends - one or two 

(Cont invedfrom /d) 
cbyr. bdore th-'Y 

should logfr.: :!.!ly c1.t.cr for 
elect.in· f,Urgery wl:ieh oiLen 
is pt:rformc-d on l\io n<::!j'S , nd 
Tuesdays - Sunrise rcn:nues 
woul<l increase by about 16 
pe:r cent. · 

Even with a Cve per cent 
rchntc. he m:tinta.ins, Sunrise: 
shows a net 1~:: in of 11 p,•r 
-cent, with the insur:,11 :--c 
r.omp:rnies paying th e· :iddrd 
freight. 

And, Schulman points out, 
the added cos'ts will even

. tually be pa.,;sed :.lor.g in th~ 
form of incrc~cn premiums 
for health insuranrc. 

Womens Ifospit nl 
Administrr.wr Dailey s,.id, 
"Sure wr::'re opposed to this 
bill. There's not 2.r.other city 

', in the counlry where this ](ind 
· of thing would be allowed. 

"I just moved to L:is Vegas 
·1 a few months ago. But l'\c 
,. never he ard of such a 

shenanigan." 

Dailey ,.:1id, "If you C'.an kick 
bark fiv 1: 1~,.r cent, it means 
you're mak ing five per cent 
rn<,rn tb ::n you should ." 

But Sunri5e officiais 
maintdn t.k,t by utilizing 
r.o:;pitd facilities which 
otherwi.so might s t and idle ori 
wc•ekends, the facility's 
progrr.rn r esults in a nc,t 
dcac-a~,~ of µPr unit cosL<i, 
which lhen allows for the 
rebate. 

According to D11 vid 
Br:rndsncss, Sur.rise ad
ministrator, fl study con
ductt>d fo:-· his hospital shows 
conclusively that the 2.v,:;~·r!gf 
lcni;th of st.'!y dccrez.sed 
<luring the time the reb:i.tc 
prog-rc,m was in rffr•(:t. 

Drandsncss contends that 
patients who enter on 
weekends have access to 
"almost all" hospital facilities 
and services av,.ibble on 
wr,ekdays. 

Southern N<::vada Memorial 
chief Ricsz, however, called 
the rebate program "a 

e-immi rk" designed to allow 
Sunrise the opportunity of 
advertising. 
· Notir:g that he spoke onJy 

for himself and not his 
hospital, Riesz si:.id that it "i.s 
not normally ethical for 
hospitals to advertise." 

Riesz complimented 
Brandsness for being "a 
bright., imaginative and in
novative" marketing 
specialist, but added that he 

.. 

personally felt the rebate pls.n 
t-0 be "unv.-ist>." 

!'Also, I don't think its fstr 
for a hospit.al t-0 sti.'11Ull!te 
discord betwi;en a patient ~:id 
doctor," he said. "Vlhen a 
pati ent is induced to force or 
ujole his doctor to come in 
and work on weekends, it 
leads tc a bed relationship." 

"It's unfair to ask docto:-s to 
give up their weekend leisure 
time." 

' 
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~stand witl'. anybody that stands right. Stand with him whilo he is right, and part with him when he goes wrong." Abraham Lincoln 

Phone : Circulation 642-12J1 AU other f702J 642-2567 North Lil$ Vegas, Nevada 89030 15 Cents Per Cc,py Tuesday, March :29, 1977 

-~ !e,;'.:il at:v<!! p:-opc5il t;:, per.rit cash 
~b.:·.n kr hN;,it.e.l p1'. it!'! ts could kad 
i :. :1-:.5 :::::l:;,:,::i wi:id.:a!i fo:- h~p:tal 
~ ... .: :-t:0:"'S, ~-!lDe ~ ..... vada. i~s-..U-a..'lce 
i::., •;:-r:~~ ;;et st::cl; oa-: th the t!.b. 
.-\tt:ti:-ci~:ig to ?\'e•ada lr.su.ra::ce 

o:,-.;::~si0r.er Dick Ro:ta::in. the 
!b.?:.,, p:1n ~ "a =-s,ive con.sumer 
pc.:':.- ~c.ii.:~ it e::cvun.ges "over• 
:..i~:i,) ::." o( bcs;,l:a.l {r.cilitie~. th~ 
:-:·:i."l,: ,~;, the c:,~: o! he.'!!th cce. 
E-e-a.:.:1e :r.3w-J.1:ce cor::;i:inics · will 

l !U 1!0:-:.::; tl:e ac•:(-d costs by hiking 
!~:h ~~ar.~e pre!"Il:t.:rr~, Rottrr..an 
::r.~::c-<l. -: .:,:: ::i Q. P1:blic i.s 6;..ing t.o end 
, ge:~g ~ s~uck in h:.s eu again." 
S::'.'"~-'..se F.'.0s;; :'...a.! ~ Las Ve6:!.!l o!
,-,,d a. 5.25. ~:- cect rebste r,rbi;rz.m 
-id'.y wt ye:::, :mt:! i.!uunnce 
~?:l.:.ies balked by deducfuig the 
• !:..'!:<" froo the ==t of the 
""enge Uiey wocld pay. 

Und.:?r Sunrise's program, a patient 
entedng the facility on a wcc·kcnd 
would bec0me eligible for the rebate. 

Sunrise lobbyists are now pushing 
for legislative approval of a bill which 
would allow tho hos1,ital to reinsL~te 
the prognm by prohibiting insurance 
compa.'lie; from deducting the rebate 
from their coverage; 

The bi.!!. AB 307, pc., sed the 
assembly Commerce Committee with a 
unanimo us "do pass" recommendation 
!a.st week and is · now under con
sidHation by the full assembly. 

Accord:ng to one estimate, passage 
o{ the bill would increase revenues to 

Sunrise Hospital by about 16 per cent 
Irom patients who take .'l.dvantage of 
the rebate pr_cgram. 

A five per cent rebste to those 
patients would still leave the hospit.ll 

with an a vcrago 11 per cent hike in 
revenues. 

Sever:il Las Vegas hospital ad
ministrators have exp:essed opposition . 
to the bill. 

Seymour Schulman, oxecdive 
director of V:11l,~y Hospital, cxpbincd 
thnt the rebate plan lures patients into 
the hvspit.al before the time when they 
should logically enter. 

"If a patient has scheduled ekdive 
sur;:ery for a Monday morning," 
Schulman said, "he would nor=lly 
ent.::r the hos pit.al late Sunda;1 af• 
ternoon for prt'!paratory tests . 

"On an average, the patient wot:!d be 
ex p€!cl.cd to str.y a total of six cays, 
lt>nvin·g the hospital · by noon the 
following Saturday." 
· · But under a rebate plan. Sch\l:mr.n 
said, the hypothetical patient 
scheduled for Monday surgery would 

enter tho hospital on Saturday - or 
even r'ridny - in order to become 
eligible for the re: bat.e. 

"The patient h,L~ nothing !o lose," he 
said. "Th1: insurr.r.ce company pnys for 
the ad<.!itional days and the patient g ,:, ts 
the n ,bate." 

Schulman ·estimated th::t tl:e per 
pat ient revenues to the ho3p ilal would 
increase by about $500 per hospital 
st.r.y. 

Of the 18 co)nmunity hvspitals in 
Nevada with a total of 2.es bed3, a 
review oi admissions records showed 
tha t the hoc.pi tab admitted 92,852 

, patients in 1S75 and provided 605,o95 
days o{ patient care at a b'T'OSS in
patient revenuo exceeding $109 
million. 

About 18 per cont of 16,713 of th~se 
patients were admitted on a Friday or 
a Saturday. 

According to Schulman. i{ only 50 
pt't' ct-nt of these patients utilize 
hospita l facilities unnecessarily, 
hospital n,venues would increase by 
$1.5 mi ll ion. 

If another 25 per cent over utilize by 
two days, he 8c:id, the revenues would 
increase bt $737,3:i0, for a total hike of 

$2.2 miLlioa r,.nnually. 
"Fra:!~ly," Schulman said, "I can't 

believe that the le[:is!ature would go 
ahead with this proposal to a!low a 
r ebate program for two years without 
fully determining the pvtential for good 
or evil of such a prngram. 

"The potential increase in hospit:tl 
r evenue ns :i. resu lt of over utiliution 
could well tot:;! over $5.5 million during 
this two year ;;eriod. And you can bet 
that the insurance companies are not 
going to absorb it." 

(P/£ase turn to page A-2) 

\ 
\ 

/ 

(Continu.edfrom p.1ge A-1} 
How-,ver, David Br;;:id· 

sness. direcwr of Sc,.rL-,e 
Hospital, arg-~rs th:llf the 
rebste program wiJ! r.ot 
lengthen hos.:, ital stays. !'sor, 
he said, will it drive up heahb 
care costs unnecessarily. 

Brandsness !aid t~at a 
study conducted by Sw:.ri;;e 
Hos;,iul shows that tl:.e 
l~ngth of hospital s~ys e.c
tually decreased ll'.$t yeu 
dim:ig :he time wte:i the 
rebste program wu in e!!ect. 

He said th!.: by 1~'1Ilg 

p::..!~e~ts i.:.~c t~e- ~ y;;,::..t! ..:.:: 
S.:.:~:-c!~y. ..I:.'ll ~ ~ ~ t.:- !' 
d.r..:.:~ c?"S c:: ~}l.'.' £,:'..! cc.: ~~c a:.~ 
in:..o ~u.:-g~~J o:. S'.::-.C::y .... 

Br1..~Csn£l:;1 s.:..: :! :l.1.~ ::. 
c::;l~c s tc~:'lor:.: c ~.-.!::~ -~'l 

utiJ:e 1:°0-!F '.:..:..l f.::.: i.:..:::':'-1 f-..:~y 
er: we-ekc.:-.--:s. rJ.:~.-=:- t.:: z...~ 
l.:~t:.., 5 tt ~ra. ,::.d ::'.:~. 

T~ e re~~: c! i:e -re:-;.;..:.e 
p:-c-~~:!1, ti! 5:l:G. ,.:.:; C><' l ,.i : 
g;;.i...J for !:e~li.C u:-c C:J 7:· 

s'.!::ie!'s be~~:.:.fe bc,sp-:~.1: 
fa.cJ:ti~ 11.rili be \:._ ::_:_:f:d f:.;.:;:.·. 
the:eoy <l«:re;a.s:ng per i;:0:, 

costs. 
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Sir Schulman, M.P.H. . . 
E ve Director 

,. 
. l . ~ 

I 

March 1, 1977 

Mr. Fred H ilferby 
Nevada Hospital Association 
145.0 East Second Street · 
Reno, Nevada 89502 

Dear Fred: 

... ---.,,,,..., 

As yqu know, there has been much concern on the part of a number of hospitals regarding 
the introduction of Assembly Bill No. 307 which permits the rebate of health insurance 
benefits to patients. It is the belief of the undersigned that such rebating could lead 
to the "buying" of patient business by hospitals and to over-utilization of hospital 
services. It is for these reasons that the undersigned hospitals request that the Nevada 
Hospital Association toke on active port in the defeat of such legislation. It is our 
feeling that this Bill is against the best interests of all hospitals, their patients and 
their care. 

-As you know, as a result of the oppositiori voiced at the Committee·on Commerce hearing 
on February 23, the matter was referred to a subcommittee choired by Assemblyman 
Demers. It is the intention of the undersigned hospitals to actively pursue this matter 
until its eventual defeat and request that the Nevada Hospital Association join with us 
in achieving this goal. 

Sincerely, 

· George Riesz, dministrator ~ 
Southern Nevada Memorial Hospital 

Las Vegas, N\vna 

. · k{~Wl w,~l~!~\j 
dministrator 

-~~-Iqbal Paroo, Administrator 
Desert Springs Medical Center 

· las Vegas, Nevada 



~ .----------------

23 February 1977 

Mr. S. Schulman 
Administrator 
Valley Hospital 
620 Shadow Lane 
Las Vegas, Nevada 89106 

Dear Sy: 

u ~ 
'"Man enc, Mel2icine" 

COUNTY COMMISSIONERS 

Thalia Dondero, Chrmn. 
Manuel Cortez. Vice Chrmn. 
Sam Bowler · 
Robert Broadbent 
David Canter 
Jack R. Petitti 
Richard Ronzone 

I am sorry I cannot~ join you at the hearing on AB 307. I would like to share 
some thoughts with you. 

1. The hospitals in the U.S.A. establish their charges for services on 
the basis of average costs. Patient X may need more help to get a 
chest x-ray done than Patient Y -- but both are charged the same 
fee. If any group of pat~ents is .:harged less,* a11 others -- ::hether 
or not covered by insurance or other third party payer -- will be · 
charged more, grossly ~nfairly. 

2. The costs of services during week-ends tends to be higher because of 
premium wage scales of some employees, on-call or call-back pay of 
others, and other related factors. 

3. While hos pita 1 ave~ge costs tend to go down with increased volumes, 
one hospital's increased volume at the expense of the other hospitals, 
will not decrease total costs for the community. 

4. While lowered occupancy figures during weekends are inconvenient in 
some ways to _ all hospitals, the problems are much less significant in 
Las Vegas because of the sizeable weekend tourist population. 

5. Attempts to force doctors to work in non-emergency situations on week
ends is patently unfair to them, and will often pit doctor against 
patient, which is hardly conducive to effective patient-doctor relation
ship. 

Advertising is currently viewed as unethical by hospitals unless if there 
is an unusual feature about which the public should be informed. It is my 
belief that Sunrise Hospital 1 s intention to re-introduce the weekend rebate 
policy is essentially motivated by their wish to advertise. 

If Sunrise is allowed this scheme, the other for-profit hospitals are likely 
to adopt it also. Public not-for-profit hospitals, not being able to offer 
rebates out of corporate profits, would be unfairly discriminated against, 
ultimately at the expense of the taxpayers subsidizing the public hospitals. 

Bes;J;~ards. 

Geo'::;'e~~F.A.C.H.A. 
Administrator 

*for reasons other than the costs of service. 
SOUTHERN NEVADA MEMORIAL HOSPITAL 

1800 W_ Ch;ulP.stnn Alvrl. l ~s VP.n~s . NP.vMl::i RQ1 n? /70?\ ~Ai:;.?non 
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SUPPLEMENTAL STATEMENT BY MILOS TERZICH ON 
A.B. 307 (FIRST REPRINT} 

This statement supplements the statement prepared 

and submitted before the Assembly Committee on Commerce on 

behalf of the Health Insurance Association of ·America. As this 

Committee will note, the language of A.B. 307 was substantially 

changed from its original form, and although the intent appears 

t.o be the same, the language is susceptible to . gross ambiguities. 

SUQ'section 1 of Section 1 of the First Reprint pro-
·: ( ... 

vicies in ef f~ct that no insurance po.licy may be issued in this 

state' if it contains a policy provision which prohibits aper~ori 

from using hospital services under a refund concept £or a bed, 

room or servi'ce when utilized dut-ing a certain time of day or 

day of thecweek. 

· Q~fFY: 1. · Does this mean that if an insm:~rice policy., 
) ~ . . 

does not. llave a provision which prohibits a refund ' under ' S;t;Ch 

circum$tanc~s, that the · ins;urance company may feel free to· deny ·· 

recognition , of the refund; so lo~~ 4,s ,,.t1¼~ ... ,,_.i.rtsi:!!s1J:iqe. :r;:ip~;i.9y;,_.clpes 
;_ ; :· ~ -, ,' . __ :i .: ... . . .. ·. ·'. :-: ··~ , : •' :_ -:: ' . 

not prohibit same? ' ', .. ! ( · : '. ' / · • 4• ,,. > ·" 

2. Does Subsectloi-i'1 rp.~an th~t' the refun~ 

shall be solely for the day or days for which the refund is 

.. offered? 
.,1,-.,.·: ·~ . ,.~ •. ~ j 

For example, if the hospd.i\!i:JJ, ~ Han inducement• for 

, _ h~spital utilization on a w~ekend, offer~ , a refund if a person 
•' 

enters the hospital on . ei.ther Friday or Saturday, to what services · 

dp~s the refund apply; the day the patient entered the hospital, 

the two (2) days uponwhich the refund is offered, or does it 

include that particular patient's entire stay in the hospital for 

five (5) days, a week, two (2) weeks, a month .or what? 

Turning to Subsection 2 o.f Section 1, this prbvides in 

· . . effect that the policy of insurance may contain a provision 

! 

-~'.Ji 
i..:: 

· :· :.,t; ·, .. . 
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·•· · 



\ 

-. • 

' 

which provides that the insurer is not required to pay for the 

account of an insured any refund if the insurer is otherwise 

obligated to pay 95% or more of the usual and customary hospital 

charges. 

Query: 1. What type of insurance policies, contracts 

or evidence of coverage does this particular provision apply to? 

2. Does this provision mean that if the 

policy does not have a provision providin9 that the insurer is 

not required to pay, that anyp0licy qf insurance, contract or 

evidence of coverage which does in fact pay 95% or more of the 

usual and customary charges, would st.111 have to pay the refund? 

3. What do the termson Lines 8 and 9 mean 

when it states that "to pay to or for the account of an insured 

any refund." Does this mean thcilt:'iZ·the·insurerdaes not put a 
' , \; :( ,, ,' , , ,' ', . 

t i .~. 

provision in his policy prohibiting the ref;nd payment, that the 

insurance company is not only reqJir~d. to'·p~y the .. ~{5% o~ the 

usual and customary charges, but also in addition to that, is 
~\,~ "~-:- '. ,,f' ··: -;,;.• 

required to pay the refund to the ihsdr~c!i? 1r~is·conbept in and 

of itself would completely abolish the meaning of insurance as 

the insured would be obtaining much more than he had originally 

paid for. 

Going on to Section 2 of the bill commencing on Line 21 

on Page 1 up through Line 5 on Page 2, this appears to provide 

that the Insurance Commissioner must suspend or revoke an insur

ance company's authorities to do business in this state if he 

finds after a hearing that an insurance policy prohibits the 

utilization of the services of a hospital which offers the refund. 

Query: 1. This portion of Section 2 actually conflicts 

with Subsection 2 of Section l, which in fact does authorize a 

prohibition for insurers paying 95% or more of the usual and 

customary charges. 
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3. Also, does this language mean that the 

insurance company must pay the refund to the account of an 

insured? That appears to be the intent of this bill as well as 

the original version. If the insurance company is obligated to 

pay the refund to or for the account of the insured, then the 

insurance company is being compelled to pay in excess of its 

legitimate percentage that it originally contracted to provide. 

This would require the insurance company to pay the 80 or 90% of 

the total hospital bill and then in addition to pay to the patient 

or insured the actual amount of the refund. This is completely 

contrary to the policy of insurance and it will automatically 

result in the increase of premiums for not only those who 

utilize the refund services but for all persons concerned who 

hold health insurance policies. 

It is respectfully submitted that the entire language 

of this bill is completely unintelligible, unworkable and would 

be declared unconstitutional. 

Speaking to Section 3 of the bill, this would compel 

the Insurance Commissioner to conduct a comprehensive study of 

exactly how the hospital utilization works and whether or not 

the ,:public. is 1beingi sefvgd, by this refund concept. 

It is respectfully submitted that Sunrise Hospital did 

in fact conduct this re~undconcept for approximately 10 or 11 

months, as we understa~d;'and the Insurance Commissioner should 

have no problem in reviewing all of those records and determining 

exactly how successful the rebate program was during its utili

zation and then reporting back to the legislature in the 1979 

session so that it can be determined whether or not this type 

of legislation is actually needed or is in fact to the benefit 
·~'..;\\ 

of the public. 
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2. Again, if an insurance policy does not 

actually prohib.:i,t the utilization of the services of a hospital 

regarding a refund, does this mean that the insurance company may 

refuse to recognize the refund and pay only upon the basis of the 

actual charges incurred by the patient? This is certainly not 

clear. 

Looking to Subsection 1 and Subsection 2 of Section 2, 

appearing at Lines 6 thru 9 on Page 2 of the bill, we have some 

very interesting language which would compel the Insurance Com

missioner to revoke or suspend an insurer's certificate of 

authority if that insurer refused to pay, or delayed payment to 

a hospital which offered the refund, and which refused to pay 

or delayed payment to or for the account of an insured who uti

lized the services of the hospital. 

Query: 1. Does the language in Subsection 1 of 

Section 2 mean that if an insurer refused to pay a hospital 

under the patient's insurance policy that the Commissioner would 

have to revoke or suspend that insurer's certificate of authority? 

There is absolutely no requirement in the law or in any policy 

provision which would require an insurance company to pay the 

benefits of the insurance policy directly to the hospital. The 

contract is between the patient and the insurance company. Although 

a blanket policy may provide that the insurer may pay directly to 

the hospital at the option of the insurer, if the insured requests 

otherwise, the insured's request must be abided by. (N.R.S. 

689B.100) Therefore, if a patient desired to receive the payment 

himself under the insurance policy, the insurance company would 

be obligated to make the payment to the insured and not the hospital. 

Under these circumstances the Insurance Commissioner would be 

compelled to revoke or suspend that insurance company's certificate 

of authority. 

As to group policies, the policy may provide for direct 

payment to the hospital. (N.R.S. 689B.040) If the insured does 
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not desire such a provision he can refuse the policy or require a 

policy change • 

2. Even if both the insurance company and 

the patient agreed to pay the policy amounts to the hospital, 

there may be a legitimate dispute between the insurance company 

and the patient as to whether or not his illness or sickness 

was covered under the policy. Under these circumstances, the 

insurance company could refuse or delay payment until such time 

as it discovered whether or not the sickness or injury was 

covered by the policy. This does sometimes take time. Under 

these circumstances, where there is legitimate dispute, the 

Commissioner of Insurance would be compelled to revoke or suspend 

that insurance company's certificate of authority. Subsection 1 

does not readily define what payment the insurance company is 

even required to make to a hospital. As stated, to whom the pay

ment is made is a matter of contract provisions between the 

insurance company and the insured. 

It should be noted that Subsections 1 and 2 of Section 2 

of the bill are in the conjunctive. However, as applied to the 

concept of insurance, they are completely and totally incompre

hensible. 

Query: 1. In Subsection 2 the company appears to be 

required to pay "to or for the account of an insured who utilizes 

the services of the hospital." What is the insurance company 

·. oblig a te_d to pay to the insured or to his account? 

2. Who is the insured? Is it the employer 

Under a group policy or is it the patient who belongs to the 

group policy? There is no way that an insurance company can pay 

to or for the account of the patient if he is not in fact paying 

the premium to the company. , Under a group concept, the employer_ . 

pays the pr-~rii'f~·' ' t~ ·-th·e insurance company. Does this mean that 

the insurance company must hold some type of monies to or for 



I 
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It is also respectfully submitted that the bill requires 

a fiscal note which would allow the Commissioner to conduct the 

study. The only time reimbursement is provided for is when an 

independent expert is retained by the Commissioner. If an 

independent expert is not obtained, the Commissioner's office 

will be stuck for the expenses. It is obvious that a fiscal 

note is required. 

Wherefore, it is respectfully suggested that there is 

no need for this bill at this time, especially in its present 

form. 

~~~·.· 

Milos Terzic;/ '- _ 
Representative for 
Health Insurance As-sociation 

F of Ameriba _: . ' 
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STATEMENT BY MILOS TERZICH ON A.B. 307 

My name is Milos Terzich, representing the Health 

Insurance Association of America. Initially, I would like to 

state that we are not opposed to the concept and intent of 

A.B. 307 and the efforts to attain greater hospital utilization 

ove_r the weekends are to be commended. However, we are strongly 
'• 

opposed to the mechanics and terminology as expressed in this 

bill. 

I. STATEMENT MADE BY DAVID R. BRANDSNESS, ADMINISTRATOR OF 
SUNRISE HOSPITAL. 

We feel that some comment should be made of the testi

mony offered before the full committee by David Brandsness, the 

Administrator of the Sunrise Hospital. Mr. Brandsness made two 

crucial statements in his testimony in support of this bill. 

One statement was to the effect that by reason of the rebate 

program, wh,tch was apparently instituted in January of 1976, 

the patients do not remain in the hospital any longer and in 

fact their length of stay was down by 2.2%. In this connection, 

we have attached hereto a letter from Mr. Brandsness dated 

April 12, 1976 regarding the rebate program. You will note on 

page 3 of said letter the following statement: 

' . 

"As stated in a previous report, we have 
< 

increased our patient day share of the 

market by approximately 1% in 1976. The 

increased length of stay is of some concern. 

This phenomenon appears to be County wide .and 

not specific to Sunrise Hospital. I do not 

have any explanation for this. We do not see 

any indication this increase in length of stay 

is the result of the weekend rebate program." 

EXHIBIT 5 
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This letter was an attachment to the Nevada Industrial 

Commission's pleadings in a case commenced in Clark County by 

Sunrise Hospital against the Nevada Industrial Commission in con

nection with the rebate program. 

The second crucial statement made by Mr. Brandsness 

was that they have not increased their rates since the beginning 

of 1976. We are attaching hereto a report made by the Insurance 

Commissioner, pursuant to his authority by statute, which shows 

that as of June 1, 1976 the semi-private room rate was $82.00 
,; 

and as of February 1, 1977 the semi-private room rate was $89.00. , 

It is also interesting to note that the inpatient 

charges per day for Sunrise are $253.90 which is the second 

highest of any other hospital in the state. For example, Washoe 

Medical Center, which has approximately 70 more beds than does 

Sunrise, had an inpatient charge per day of $180.94. 

Mr. Brandsness also stated that what they do with 

their own profits is their own business. It should be pointed 

out that we are not talking about Sunrise's profits. You have 

to look at the entire transaction on its face. This bill as 

written, absolutely destroys the deductible factors built into 

a health insurance policy and also destroys the co-insurance 

factors. When a rebate is given to the patient, it has to be 

considered as a rebate agaii:ist the deductible, a rebate as 

against the co-insurance factors as written into the insurance 

policy, ·. or a rebate of the premium. 

Section 689B.020 of the Nevada Revised St~tutes, refers 

to the.fact that group health policies are generally provided 

upon an "expen·se incurred" basis. That is, health insurance 

policies provide for reimbursement to the insured of a certain 

percentage of a medical expense and which is based upon an 

expense incurred basis -for the usual and customary charges. 

Viewing the entire transaction, this law in fact has the e_;Efect 

of imp3.iring the contract of insurance entered into with the 
... 

-2-
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insured. 

This is analogous to a situation in which a usurious 

rate of interest is determined. In that type of case, the court 

looks at all of the documents and all of the circumstances sur

rounding the transaction in order to determine whether or not a 

usurious rate of interest has been charged. Likewise, in the 

pre.sent situation, if one views the entire circumstances surround

ing the rebate program, this bill does in fact intefere with and 

destroy the deductible and co-insurance factors under a health 

ins\irance policy. • 

II. THIS BILL WOULD ENACT A REBATE PROGRAM WHICH IS CONTRARY 
TO EXISTING INSURANCE LAW •. 

There have been statements made that such a rebate 

program as enacted by this bill is not illegal. We would like 

to point out the following sections of the Nevada Revised Statutes: 

N.k.s. 686A.110, N.R.S. 686A.130 and N.R.S. 686A.140. These 

statutes specifically relate to the rebates under the circumstances · 

of this bill. This bill actually gives a hospital the right of 

control over a rebate program, and which we contend is specifi

cally prohibited by a reading of the above statutes. 

For example, Subsection 3 of N.R~S. 686A.130 provides 

as follows: 

; , .. 
~ ... 

"N·o . insured .n.amed in a policy or any employee 
. . - ' 

of such insured shall knowingly receive or 

accept directly or indirectly, any such rebate, 

discount, advantage, credit or reduction of 

premium, or any such special favor or advantage 

. or valuable consideration or inducement." 

Any person who violates these rebate laws, is guilty 

of a misdemeanor. 

Thus, A.B. 307 does give-• the authority to a hospital 

to give favoritism to certain individuals and any rebate given, 

can be construed to be a rebate of premium. Under health insur

ance poiicies, the insurer is obligated only to pay that certain 

percentage of the expenses actually incurred by the insured. 

-3-
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When a rebate is given to the insured, the insurance company 

has paid more than its percentage of the actual expenses incurred • 

. If the intent of this bill is not only to improve 

greater hospital utilization over the weekends, but as testified 

to, that it will reduce health care costs, it is inconceivable 

that this law will achieve. such a purpose. There are absolutely 

no controls over a hospital, either by way of rate regulations 

or other controls to assure that the objective will be accomplished, 
.. 

There is absolutely no prohibition upon a hospital, once 

this bill passes, to increase its rates and further increase 

medical health care costs, not only to the patient by reason of 

hospital rates but also by reason of increase in health insurance 

premium rates. 

If the intent is actually to cut down on medical costs, ~ 

the hospital could impose a discount of its rates for specific 

days, which would obligate the insurer to pay the same percentage 

of the expenses actually incurred. This would also benefit the 

patient-, without interfering or impairing the insurance contract. 

III. THE BILL IS DISCRIMINATORY. 

' There is no _question but that this bill is discriminatory 

notonly among those : patients who do have health insurance poli~ L 
•. t, :.·. ~ .; ~ 

; ._:...: ,. 

cies, but also di.s'criminatory as against · those patients . who do · 

not havE; insurance policies·. For example, a patient without any 
, _ .·-. · • • - . -• • • • •• • < •• • • 

hospitalizatio~ coverage, who may desire to and does participate . 
. ';,(<.· · . 
in the rebate program, · is obligated to pay the entire bill. From 

,, 
. . 

this monies the patient has paid, he should be entitled to receive 

a rebate, which is in fact receiving his own monies. Looking at 

the total picture, it results in a pure and simple discount to 

that patient. The bill does not even discuss a situation such 

as this, but is obviously pointed toward the insurance companies. 

Even among policyholiders, the bill is discriminatory. 

For exq.IT,lple, if a patient has emergency care or elects to go ,,, . 
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into the hospital on a day during which the rebate program is 

not effective, the insurance company pays its percentage of the 

expenses incurred by that patient and the patient must then pay 

to the hospital the difference. Contrarywise, if a patient with 

the same policy has solely elective surgery _and does go into the 

hospital on a rebate day, he is receiving an unfair advantage 

over the other insurance policyholder. They· are both paying the · . 
same premium for the same coverage, yet one receives an additional 

benefit by reason of having an insurance policy and having the 

opportunity to enter the hospital on a r~bJte day. That insured 

is actually paying less for his policy than the other policy

holder, which again brings us to N.R.S. 686A.110 . through 686A.140, 

the statutes against discrimination and rebates. 

It is respectfully submitted that such discrimination 

is not only in violation of our laws but also of our constitution 

and the constitution of the United States. 

IV. OTHER PROBLEMS WITH THE BILL. 

The wording of the bill itself is ambiguous and com

pletely contrary to the concept of health insurance policies. 

The bill in effect states that the reduced rate· or 

rebate shall be held for the account of the insured. It does

not ~define who the insured is in this particular instance. For 
•. ,.- •• :'. •i..; •• .- A' • • 

example, und~r a group -policy situation, the employer can be · 

con~trued as the --insured and the employees as beneficiaries. By 

a literal interpretation of the language of the bill, the 

employer as insured could or would receive the benefit of the 

rebate program and not necessarily the beneficiary, as it.is 

apparently intended. 

Further, the bill states in effect that the insurance 

company must pay within the limits of its policy, the usual 

and customary charges, plus the insurance company must also 

pay the difference between the reduced rate and the usual and 

,. · .. 
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customary rate to or for the account of the insured. What this 

actually does is require the insurance company to not only pay 

the percentage dictated by its policy, but also requires the 

insurance company to pay an additional amount over and above the 

terms of the policy to the insured. Thus, the hospital is not 

onl~ receiving payment in full from the insurance company and 

the insured, but also is compelling the insurance company to 

pay the insured an additional amount, tha.t is whatever the hospital 

determines to be their discount rate and whenever the hospital 

determines that it will have the discount rate in effect. 

This gives to the hospital the absolute and entire 

control over how much an insurance company .must pay. This would 

absolutely destroy the contract as entered il;'lto between the 

insurance company and the policyholder or beneficiary. · 

A further objection to the bill is the fact that it 

requires an insurance policy to be changed to carry the pro

visions as specified in the law, rather than enacting a sub

stantive law which need not be provided for in the policy itself. · .. 

By doing this, you are requiring every insurance company who 

does business in this state in the health area to revise their 

insurance contracts, submit them to the Insurance Commissioner 

for approval a~d thenimplement the provisions in their standard 
i -'·· ~: . , 

policies. Not only does this increase the paperwork of an 

insurance company, which obviously would tend to increase insur

ance company's costs, but such changes do take time, from a 

minimum of 3 months to a maximum of 6 months. 

If this bill is in fact to become law, then the bill 

should be changed to make the provisions a substantive law rather 

than a policy provision change. 

It i~ r _espectfully submitted tha t h ospitals have been 

around for a very long time. Why is there such an urgency to 

this type of legislation, except for the fact of the publicity 

- ~ 
-!I'· 
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it has received in the past?· Why has no other hospital ever 

attempted such a program? Would it not be better to have a 

study of the real problem of hospital utilization, and the 

reduction of health care costs in order to determine whether or 

not a satisfactory answer is possible? As previously stated, 

there are absolutely no controls . listed in this bill and it 

cou~d be subject to many, many abuses. 

If the legislature does decide to enact this bill, 

we would submit an amendment to the bill by amending N.R.S. 

449.490, which would in fact prohibit any discrimination. A 
t . 

copy of said amendment is submitted herewith. 

In . conclusion, the bill as it stands needs subst;antial .· -

revision, as hereinabove.indicated, including the mandatory 
. . 

. . . . . 
. . ~ . 

language submitted by us, before it can constitutionally stand 

as a law. In view of the many problems discussed hereinabove, 

it is respectfully submitted that a more appropriate method of 
attacking the real problem at issue would be a study bill to 

determine whether or not such a rebate program is necessary under ·· 

the circumstances, or whether there is some other alternative to 

greater hospital utilization and lower health care costs. 

---.t. ·- -- ----------

Respectfully submitted, · 

/s/ Milos Terzich 
Milos Terzich 
Representative for 
Health Insurance Association 

of America 
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DI ST~ISU!I0~; 
. r ;iP 

.,, 

DJ\ TE: Apr-il 12,. 1 )7-5 
Cf/' C. E. Lees ~ SUBJECT: 5 ~25t Cash· Ei::bate P .. o~::-a'".1 

ThA Cash Rebate prog::-2r:1 p::-o::edures outlin':!cl in th~ ho3;,ital r.~r.-;o!'c::d!.::t~ 
dated January 26, 1976 ~~e ~ereby sup~rceded. 

The revised p~o::edures ~~ich follo~ are effective L>:1.~~diately for 2ll 
in-patients adr:J.tted OJ:01 .AH Fridays t.iuough 11 :5Y F}! on Sa~urdays. 

To iden.tif"y those patie~r:-.s ....,ho are entitled to a rebate, enter o~ o..t 
the follo';IL.-ig codes after the patients name~ .. ·· 

A. COURTESY CARD A~·:IS3Im!S: E:1 ter "J.:4 II. 

This code replace~ the "X2" entry only for coul:"tesy card ad;:;:issio~s 
on Fridays and Saturdays. ._ .·. -.:. 

B.. ALL O'i'HE;?.. Am•ITSSIO~:s: . Enter 11P.6 11 
• 

This.code is hsed for- all }fnon_;courtesy c~rd· patien.ts . ad;;:itted on 
· -Fridays and ~aturda,:rs. 

11 • DISCHAH.GS AiID CAS~HE?..I~i:} FlWCTIO!i 

In accordance with hospital policy, cash collections at the tL~e af' . the .: · . 
patients discharge ;..ill continue. CASH REBATE: ~llo·,1ancas wlli not be . 
calculated n.t the ti.-n':!' of dischars:c •. T'ne full nn:-ount of: the _pati.ent.'s
balance ~ill continue to be collected. 

- -· · ... . - ~ -
. . . . . -· . --- ' -· 

Wheri collecting patient payments at · the time of admission, du:-jn~ the · ·· · :: ~--·· 
patient's hospitali~ati,::m, at the . tine of discharge, aad after discharge . 
it ·is· important to e:<plain to the patient. and/ or gur-aI1ator the ·rollo;;in.$ :} . 
policy of the c~s_q P28ATE PROGRM!: - . '- . 

A. ::I~tual CASH REBATE allo;;;¼nc·es can 
: .::::_ account charges are finalized • . ·•·· . 

. _. ·· -

only be cleter-mine<l ~t-er ~ll reba ~a -

~)::·'.\;As~ REBATE checks ~ill ba is::med to eligible . oati!:!~t.s after all. ·rehate . 
account char,:_;es ha· . .-e reen p.:!.id. Pa:,'ll'l~nt of rebate ~cc_om1t. charges. i-:1cli.: 
hospital re:ir.ibur-ser.:ent. from _both the insur-:1nce carrier: a~d iae pa~ient. 

- ··./ • ' 

UNDER.110 CL=tCUi-[ST.iU:crs ;.RE CAS:'-1 ~3ATC: CHECKS GP!Ei. TO PA}"~S~ITS mrrrr.. .!..LL. . 
REBATE .AGCOm•iT CHARG~S EI.VE DEEU PAID-

.. 

.'.· ,-: .. 

1 
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Gross reve:.ue i:; up l 4% over budg_et ond 35% over 1975.,. lt must be 
rem ~bered- tho:- '-':$ i nsti tu ted pri cc i n~rec:;es as of January 1 , 1976 ond . 
. t' . I • d · At ' . . d _ since 010!" h::ie we 1cve not increase o:1y prices. tn1s time; we o ne;;t 

·. ,:_nticipde c:1y price increcses grior to Jcnu=:ry 1, 197? os per y~ur direction._ 
Revenue deductions ore up 43% over budget and 70% over 1975. Two major 
factor;; hove led to tliis increase. 

· 1. A higher level of profHobility which as caused cont;acturaf -
odjushnents to become greater. 

2. A percentage increase in the number oF Medicare and Medicaid 
parients. I - . - - - - - - -

-j l'ne weeke~d rebo~e program has contributed <;1pproximotely $190,000. ,, 

I to the increase in revenue deductions. We do not feel that bod debts, employee 
discounts or coudesy discounts have chcnged to any significant degree. 'Ne are 

/ very concerned with the in·crecsing number of cost reimbursement type patients 

l
. ond ore insrituting tv,o programs designed to reduce this segm_ent of the patient 

popu!otion • 

·--1. ecrly cmbulotion _program 

2. ~stobfishment of a home health agency 

Net revenue is self explanatory. 

Operating expe:ises increased as measured by gross dollars, 8.2% over our budgeted 
figure. However, on c poti ent day basis, this increase is seven tentl--s of one percent. 
Listed below is a tob!e providing the mojor elements within operating expenses on a 
per patient qoy basis. · 

Per Patient Day: 

Operoflng cos~s 
Payroll cost 
Depreciation 

· Rentals. 

Interest 
Amortization 

Total 

Page Four 

OperaHng Expenses 

Actual 

$ 105 
105 

7 
4 
6 

S 227 

Budget 

..... ___ ,.... ...... 

,· $ 105 
102 

7 -
5 
6 

$ 225 

-. 
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Net income describes the outstanding performcnce of Sunrise Ho:;?ibl during 
the first six months of 1976. The growth of net income in both gross dollars 
and on a per pcrient day basis, signif:contly exceed;; the growth of net 
revenue and operotir.g expenses .. Vie expect ·net inco~e to exceed the- 1976 

--_ .. -~. 

budget by opp:-oximately 25% for the twelve mo;;:-h period. This wi 11 be en increase 
over 1975 performance of approximately 50%. Vie ore not owcre ~f any ho:;pital 
with greater profits than Sunrise Hospi to! when measuring net incorne from operations. 

As stated in a previous report, we hove increased our porient dcy share of the 
morket by cpproximately 1% in 1976. The increased length of stay is of some;, 
~- This henomenon ppecrs ,o be County wide end not!; ecific to unris 
~al. 2_do not have any exp onohon or thi,.s. We do not see any indico~io_rt 

ti,;s increase in length of stay is the result of the weekend _rebate program. . · 

The remcining figures ore a reiteration of the gross figures on a per patient day 
basis. They are very interesting but their significance has been previously 
explained • 

.Sincerely, 

David R. Brandsness 
Administrator· 

m-
~ . ,. :- .· 
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~!' 

.':I.. .... --· - • 

.. 
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GH - C. Hospital Dcds , LIC - Licensed b. Stn~c fil//ll l...J. c..,,~1, l.. w,,,._1..-.;,;_.__~ ... _ .. -
/ .... SNF .. Sk.J. 0d Nursing Facility Eeds RPTD ~ Reported usod Input.:iant J)a. :is - -

Currant No. .7-1-76 General Inpatient Oper. Rev. 
Licensed sbmi-Private Occupc1notJ Charges Minus-

1iE2.. , Hospital Beds Room Rate R,;1.te 
• 

,rer Dll!l Opar, Exp, 

R 13a ttle ,\!01Jntain Gil· 16· $ 62,50 6-75 29,6% 6-75 $ 93.73 5 .. 75 (63,132.00) 
R Boulder City GH LIC, 38 

GH RPTD 34 70.00 12-75 70,7 12-75 149.13 12-75 62,694,00 
u Carson Tahoe GH 77 93.00 6-75 79,6 6-75 167. 01 ·6-75 56,164,00 
R Churchill GH 42 80,00 6-75 43,0 6-75 126. 61 6-75 (20 I JOO, 00) 
u Desort Springs GH 211 82.00 ·. ll-7 5 3n,3 ll-75 263.14 11-75 123,462,00 
n. Elko GH 56 70,00 6-75 54.5 6-75 131,98 6-75 127,257.00 
:R Humboldt GH --· 22 85,00 6-75 46,8 6-75 84.60 6-75 (220,753.00) ........... 

SNF' ·10 42,00 
'.R Lincoln GH 10 60,00 6-75 52.8 5-75 56.88 6-75 (24,599 b 00) 

SNF' 9 35.00 
:R Lyon GH 24 52;00 6-75 74.9 6-75 59.80 6-75 (8,450.00) 

SNF 18 39,00 
~R Nt. Grant GU 25 68.00 6-75 31.7 5 ... 75 124.47 6-75 '(144,441.00) 

SNF 12 43.00 
u N, Las Vegas GH 99 76.00 6-75 26.8 6-75 230.59 6-75 (81,801.00) 

:R Nye CH 19 80.00 
SNF 24 ·45,00 6-75 · 27 ;9 6-75 64.73 6-75 (265,319.00) 

CR Pershing GH 22 82.00 
SNF 25 40.00 6-75 32,1 6-75. 53,60 • I 6-75 (202,431.00) 

u St. Nary' s GH 268 103.00 12-75 80.6 12-75 177 .13 12-75 9J..7,600.00 
.R St. Rose de Lima GH 80 80.00 6-75 56.3 6-75 164,81 6-75 (139 I J..09 • 00) 
u S. Nen1.da GH 302 83.00 . 6-75 71.9 6-75 214,29 6-75 (1 t145 ,333. 00) 
u Sunrise Gll LIC 481 

. GJI RPTD 486 82.00 12-75 68.6 12-75 253.90 12-75 3,852,349.00 
u Valley GH LIC 269 ....... , -~ 

GH RPTD 126 88.00 12-75 82.9 12-75 216.12 12-7 5 . 1,209,246,00 
u r·lashoe Nedical GIi SS4 103.00 6-75 73.8 6-75 180.94 6-75 626,710.00 

CR Ririe Gil LIC 44 
GH RPTD 1.10 79.00 
SNF 33 39.00 6-75. · 38. 5 6-75 215.85 6-75 63,505,00 

u 'omon's GI-I 62 76.00 4-75 1)2.9 4-75 167.JO 4-75 563,457.00 
I 

-~ 
2721 otal (Col. l) ,:.: GH 

\~,; SNF 131 
Avg. ~ GIi 130 79.26 55.3 152. 22 251,751.24 

SNF' 6' 69.55 
tJ Avg. Urban 258 87,33 07.0 207.82 . 680,206.00 r, 'ti "M p,, ,._., 7 46 72.SO so.a 133.25 (6,518.00) .,., ., .., ,.. ., , 

"" 1 



I INSTITUTION .Su~\RHfi. l-tose1Tt. 1 ~ude:_Cb~_)___ 

1. 
2. 
3. 
4. 

. 5. 
~LI G-2-6. 

7. 

I 

I 

8. 
9. 
10. 
ll. 

J 2. 
/ 3. 
14. 

Licensed Beds ) 
Days Beds l\vailable (:L X 3o~ 
Patient Days (Inpatient) 
Occupancy Rate (3 ❖ 2) 

Serai-Private Room Rate ) 
Inpatient Charges(J/.o~.- C/Z-7, 865'. 
Inpatient Charges Per Day (6 ~ 3) 

r 

s:iR?/ I ~°LL.__ __ 
zs3---:(fo · 

Operating Revenue 3/a 1uJ 4-SGc__. __ _ 
Allowances and UncollectibleA~~k4~_~3~i~~~--5_6~!~8~,---
0perating Expenses 2,4:84-J 4-gq~· __ _ 
Operating Profit or loss (8-9-10) _ _,,.J~8~0~Z"'-'-'~~i4?2~"~~·'----
A~~~ l~.ei~ ~i-d GCO, 2-S"J > 

TA-};'\?S ltS"GI, t;0{,, 

lie+ ~~ 11 691, do .. 

-· - .,.-' _. 
,;;:-_ 

AS OY 
{DATE) 

LZ-31-75 
" ,, 
l/ 

.G- l- 7G 
12..-31-zS
rz-3{-D 

/2-3/-7S ., 
., 
J 

ti 

ct 
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CHARGES r.s oGmte) _rnR _ SUNRISE HOSPITAL 
.. 

l C 

.. 
R00:-1 fU\TE PER P,.r'\ Y 

rrlV~TE $96.00 
stn I PR I\' ATE ____ ___,_$ _8 "---9 ~-oc._oc___ ________ _ 
HARD $82. 00 ------~-___c,:,-=:..:::_:__::·...:::_ __________ _ 

OTHER Pediatric Ward $79.00 

2. EMERGENCY ROO~·l 
BASE CHARGE $ 7. 50 

TIME CHARGE·----------------:-----
OTHER Physician based on 1969 C.R.V.S. 

3. OPERATING Rom,t Major Surgery Minor Surgery· 

4. 

B.l\SE CHARGE· $154.00 $115.00 
TIME CflARGE $ 40.00 ea.¼· hr. . $ 29.00 e;:i. ¼ hr. 
OTHE11 (nAJOR SET -UP, EI C.) . _ 

DELIVERY ROOM 

Mini-Surgery Examples : Cystoscopy $ 6 8. 0 0 .. 
Gastroscopy $10fr.0O 
Therapeutic Abortion $80.00 

BASE CtlARGE. _____ -'$'--'6:..:5:_:•_:o_o __________ _ 
TIME CHARGE __________________ _ 
OTHER ________ - ___ __,_ ________ _ 

RECOVERY ROOi"I 
ROUT HI E ___ ;_M!;a~ji...:so""'r,__----:..$-=2-=5-=·-=0_0 _ _..,,_M.,.,.i ..... n.i..:.o,.,.r_-__.,$:...,.il-5'-".__,_0,..,.0,._ __ 
SPi:TIAL ---------------------0 THE R. ____________________ _ 

6. NURSlJRY 
BASE CHARGI= $53. 00 
OTHER Nee-Natal ICU $53.00 plus $43.00 per shift. 

Intermediate $53.00 plus $25.00 per shift. 
7~ CARDIAC CARE 

BASE CHARGE ___ $_8_9_. _o_o _____________ ~ 
OTHER. _____ i$~4~3~-~0~0_c:p~e~r_s~=h=i=f~t;.._ _______ _ 

8.. · INTEilSIVE CARE 
BASE CH/\RGE $89 .00 ·----'--'---'--'------=------------
OTHER _____ ~$_4_3_.~0~0_..__p~e=r_s_h_i_f~t ________ _ 

9. OTHER U,TAGORIES 
PEOif1TRICS (13 yrs & under) $84.00 semi-private 

$79.00 ward 
OBSTETRICS _____ ======~-$~8-9.00 ~~-p-r-i_v_a_t_e_ 

$82.00 ward 
PSYCH iJ\TP. IC CM~E 71/A---- ·-------

-----

OTHER (-stlF ~F.TC. )_ ___________ -~~=-~-=~==~- ··-·--·-·----··--·-- .. 



. . 

AMENDMENTS TO NEVADA TITLE 40, CHAPTER 454, LAWS 1975 

NftStfl/9. l)f/0; 5uJ,;;e~t"/~ t, 
Amend Sed:io.r 6. r by adding the following new paragraph (c ); 

(c} A statement of aH applicable charges and rates of charges. 

JV /i S 4 if 1- tf f) D 

Amend Se tis .. 6 by adding the following new paragraph 5; 

5. Health care facilities shall not discriminate unfairly in their 

charges among individual purchasers or classes of purchasers of health 

care services. Reductions or discounts in charges may be offered to 

purchasers or classes of purchasers for good and valuable consideration 

demonstrated to financially relate to or reduce the costs of services, 

however, anv such reduction or discount shall be made available without 

unfair discrimination or preference to all such purchasers or classes of 

purchasers for like consideration. Rates or charges to purchasers or 

classes of purchasers qualifying for a reduction or discount shall not 

be subsidized by rates or charges to other purchasers or classes of 

purchasers. For purposes of this Act, purchasers or classes of pur-

chasers means the patients utilizing health care services, insurance 

companies, nonprofit service plan corporations, health maintenance 

organizations, self-funded employee health benefit plans. or any other 

such mechanism through which reimbursement is made or for which 

prepayment of health care services has been arranged for such services. 
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RESOLUTION NO. 14 

CLARK COUNTY DISTRICT BOARD OF HEALTH 
. . ' . 

WHEREAS, The Clark County District Board of Health has been 
.,:,•. ; f" -,~--; 

'- ., "l.' 
is functioni!1g as the local health authority· for the incorporated and unincorp~ 

I -~ ·; :;·~:>~.- ~f3 
orated areas .w,ithin Clark County, Nevada and has elected members from each City 

Counci 1 a;~~')/;~~ ~he County Commission serving on its 11 member board; and -(\{ 
"!'.. ·. ~( .... j 

WHEREAS, in.that capacity the Clark Count; District Board of Health 
I·/ f · ... : .. _ · ··:~---l·0~/' - ./;· /~ . 

enforces the Laws·and _Regulations Governing the Sanitation of Food Establish- 1 

men ts of the S t;~i ~f Nevada and of the Sta•e Boa rd of Hea 1 th; and } \'i!f I 'I 
WHEREAS, Assembly Bi 11 455 has been introduced in the 1977 session ·of} ·:1.; L 

_ . · · :_;;I~~~~i \f 
the Nevada State ~egislature, which bi 11 would amend Chapter 446 of NRS to. ·:',;:.,;;·r: 0

~ 

a 1 low a three day "de 1 ay before downgrading of a food es tab 1 is tvnent afarif !{! ~ 
establishment ·has>been fou.nd deficient ·in sanitation and maintenance; and· · . \ ' 

'--: 1 1. -;·,.,,· f 
~ . . 

: ::· .' WHEREAS,.~the Clark County District Board of Health, recognizing that 
··,_~_.,{$. (,,.:\ ,:- .. t~:}: . ~ -(< ·,: ~ ~( ·-"r- - ,,- -, - ..;_, ;. -· 
Southern Nevada has an economy largely based upon.tourism; believes that strict 

'. .--

; prompt and thorough application of the regulations and conformity to same by 

food establishments is required for the good protection of thepublic health, 

welfare and safety~ and 

WHEREAS, The Clark County Health District has been able to enforce the 

existing statutes in the past without undue diffiiulties, and 

WHEREAS, the ,Clark c6unty District Board of Health is of the opinion. 

that the proposed amendment to the law contained in Assembly Bi 11 455 wouJ_d 

unnecessarily lessen the diligence of owners of food establishments in correct

ing violations and maintaining an acceptable standard for food establishments, 

; l •• NOW, therefore, upon motion duly made, seconded, and unanimously 

carried at the March 24, 1977 meeting of the Clark County District Board of 

Heal th : 
1!l\fllt 

IT JS RESOLVED that the Clark County District Board of Health h~i-~by'°(-t}-X 
t ·z·r.f.-. :.'fi- --:.---· 

conveys to the Nevada State Leg is 1ature this Board's opposition to the_ -P~-ss1ge:. : '. 

of Assembly Bill 455 and urges its defeat~ 

/' .· J . / '") • 
<,./ . •.. -·' ...;:_,,, ;· ,J,? ' 

• d .-~ -;. ... J ~ _.,.· / .I //11/. 
SI gne : _.,, --i-;;r c..-Lz--. /; ( "! , / .£/,(. /.fl-~ 

Lorin L. Wilfiams, Cnafri5an 
District Board of Health 

~~-,~~ ,-/,/ . ~ 
At test f C ;'?-C-~-i.---- 'Lc_,-z__/ /G') 

Otto Rave ho 1 t, M. D. 
Chief He 1th Officer 

-- "· ;. -~ .•· ;·_.; ... 

Adopted by vote of the 
DISTRICT BOARD OF HEALTH 

March 24, 1977 
(Date) 
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'Relaiecl:~--~•I;;' -~:. NEVADA STATE JOURNAL 

RENO, NEVADA 

R
);:,;:(: ,, ,., .i{ ~--, }1,.,'·'' /:~l•"}:t, 

estaurant ·_; 
MAR 3 0 1977 

,;Sf~*d\J~a~ 
~j~ 

4'(__ 
~ _. . -~ :~r).;~:~t:· .- ... :·t~·:? 

,EnCr,ir; . d "'J 
:·_:' itrr~_·~-· UG~-- _--·_ · i_-~·-;_-__ : 
', ,.,}Vashoe-: -<Minty Commissioners 
: endorsed·· a _·· J)I'Oposed bill ~r'- ,. ·Commts.goners Dick Scott and Bob-j 
,., relaxing standaroson restaurant A·&. -~ Rusk led arguments to endorse the·•, 
,·c ·gradings despite. opposition froirfu~i weaker-inspection standards. but Bill i 
., the-, ~tr-::: director of .. con&JIDern Farr and Dwight Nelson joined in the l 
health services. }V :-1 ; , • ·. . > \ unanimous vote to lobby for the bill; 1 
: 'The bill, 1 ABi ~, ·--~ ~ :' Commis.sloner Ken Gatmt, who said I 

. ~urant oeerators three days to ~{ last week he favors present strict : 
.. cl~ up their aet',before the heal~r, .. rules, was ab.sent Tuesday because of ! 
de_p~tment c~d' change __ their". adeathinthefamilyr , , ·\ 
familiar blue. card with white Jetter , . ' 'l don't see how this would hurt ! 
rating.5 to a lov.rer grade. ·. · /: · 4 anything," said Scott,. arguing for AB ! 
:;Presently, _if. a· food establishmenf. 455. Quoting Clock, who said that the i 
opel'.ator _is caught violating ~ugh of health departmenllogs problems with ; 

· ·• ~118 food-handling practl~ health : only 10 per cent of food service -l 
· inspectors ch~;,' his . rating ls iJri.4' ·_~tors. Scott said "We're going to : 
~.mediately:downgraded;:AB145.5 wouict · penali7.e the other 9> prr cent." . . ; 
-_give . him , 72 boors .to d>rrect . thM Scott, a bakery executive with r 
oeflciencies wlUlout J~g the pub~t:, Rainbo Bread of Nevada, after the i 

:.know he-_ had; chalked up enough." meeting said he did not consider his i 
_.,:••demerit:. '. points'; to . waITant ~ a/ ;_ vote a conflict of interest although he ·j 
· change./ ;>{-/ '·\ ;;..1 ; : ·. . · · <~f sells products to practically all of the 1 
• / The· bill, <J ntroduced by the . supermarkets · and ~.many of. the) 

Assembly ,: Commerce Committee, ._ restaurants under inspection. Hesaidf 

t ~goes~~~~y .1? :; ' t . ~~f~~=nit~ 
>,' The measure also ~d:,·cover ·· picking items - from the food m:-~ 
'~nnarkets,. . ~ catering seJ'I-· ' dustry during the \ cow-se. of . hie , 
r __ vices, ,bakeries, snack counters and ·/ business ~ :; · av'· . ~ ---~I 
. any other business handling food. , · Rusk objected ~ the p~t'~gG·l 

County, Conswner • Health Semces ".:: inspection procedw'es on the grcxmm 
. Di_rector Gene Clock told com- I they are" arbitrary.'~ . ; 
, mis&oners his division likes the Jaw : ·· ·· : . - · · · - • ; 
. the·.-. way. it is 7 .•with the. possibility of -,_~ _- _·. _. An mspector cou11,"get out on the~' t, immediate downgrading. . , . :' ' ,,wrong side of bed, · downgrade' an · 
•~: .CJock , sald,;_,sfuce his seven ~ ' r.operatoronsmallitems,and<'jerk.hls/:' 
:.:.spectorsl last y,earbegan quarterl ••• ; 'A'.' rating o!f the ,wall." Or ~-w,, 
;,, ~-• .. ·.-· "·-_• ·· mi:iot~;fooci establishments,. y,~ __ .: { speclor .could ha~ ·a .friend -in the\ ¥-- ~ , bave~, befm(,very effective in \ ' L~prant business lind go easy: on,;-: 
r·_cuttihgdownonviolations. . i.:;, .,- him; ;- allowing bbn to coffl!Ct . bis , 
·-·. · · · 'lbe most serious failing they find ts:. - : deficiencies without downgrading bis 1 
::. food -sitting out in kitchem without .· 'A' of 'B' sign. "All sboukfbe treated -'· ·=ga-a~n~~:::~~ _ ~y,"said~1 _ -.. .; :/i 

poisonin _ _.- ,, · _ _ · · , After the meeting Rusk said he was , 
,,, Clock ~ihls <fii-i~on aims to k~n not ~J?l~ that county impectors ' \ 
food services constantly on their toes, . a~ arb1traril:y or fa~ friends. "But -• • l 
not jum during inspections. The ; with ~ existing Iaw;;:the potential is . -1 
unannounced . visits, with the ! !}lere, hesaid. 'lllethree-dayleeway . l 
possibility of an immediate down- • m the proposed la-:v would e~ that ,j 
grading, have helped accomplish . tnspectorsacteqwtably,he~_d. ·:;~_ ' .;i-4~ 

' that he said ·, . . . ,' ' ' f -~•I ,j l 
'. The relaxed version "does not Clock said in an interview_Tuesday ;zi 
provide that incentive," he told that all but 17 ofl,17$ establishments '.i: 
com111issioners . . 1 .. It allows < a lD1det; ~on in Washoe County ; 
restaurant ~tor) to clean up his : have A ,ratings now. Currently, there,-
ac~ but it would be le$likely to lead : are 14 B sand three C's. 'lbe number- , 
to / "long-lasting'! · ·· corrections of · of B's and C's varies from 10 to 2S ~ • h~ health' conditions said said _,,,. . . . . ,:. .., . -' ,, ., . . ',''i 
Clock. ,;;;; ·,·'! ~- ~ ' . ; 
\ However/ COl1llJlis.goners voted to1 
'do ~the ~ct opposite of what the __ J_

1
_ 

health official recommended. J ,i ---
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INSPECTION REPORT NEVADA STATE DIVISION OF HEALTH 
BUREAU OF CONSUMER HEALTH PROTECTION SERVICES 

Capitol Complex, 505 E, Kina Street 
Carson City, Nevada 89710 Pb, 1185-4750 

• COUNTY OR DISTRICT I NAME OF ESTABLISHMENT I ADDRESS 

115, 

t 

t 1 1 £ ... II. SECTION D . Food Equipment and t 
.. 

I = i I. :!! = J .. 
- SECTION B. Food 1! i .i 

f--
Utensils (Continued) ·a. >--... " 1 1 1 . 

l 
~ 

I J;- ~ l ! 2. CLEANLINESS OF EQUIPMENT i 1 1 ] i ! :!! 
I . FOOD SUPPLlfS ,. .:: :ii AND UTENSILS & 

I a,,,....i ...... 6 37 Td'-11 d- to sight Old '°""' 7t 

2 ,i.i.--.. , ... , .... 1111 6 lltm.t1twore OM fNd-cfff1d wrfa<ts of equiptMIU dta11 t1 • 31 
sight ond •-h 4 

3 llotmi.....,. ~ 
4 Oritl•ol <aol• iM<; ,..,.,ty id• otiflod J9 Grills ood simil• ... Ing dtwi<os ti•• •ily 

s ...... di-
2 .... ,"""-"ad swfott1 of oquipm•ot u,t "- 2 40 II 

' FI.W 10ilk nd llvi<I o,ilk p,o\lods ,-stMlm 6 41 Dol•ll"'I• ood •as1 ... riu ,II , ... _.., swfatos 2 12 

1 lw«ld ... --«i<I !OMS ,_doily <MNd 6 42 ON• wiping dalflt UHII; - l'-lr rt11rldlll 2 
u 

43 Utoasils o•d equl_. ,,.11vn1111, scn,pllll or soef<IIII 2 

I 
.! 

TNl_...,,111...i 14 

I 44 

'i! & ~ e IS 0 4 I- j "i .E litdooowort oorl food-<Oftltd surlocos of oquipmool us•d for 
2. FOOD PROTECTION ~ 

4l ,otootltlly loom,.._, fOM SG11itl1od .t: i:i JI 

" I Pmldod h• -IOl!lto 4 ftdlitlts for wodlirtg 011111 soaitlzioa 111uipn1Ht aM wttnsils tp-
46 4 

Ad-It fatlllll11 for lftli• tol• log 111111 
,rowd, °"""""• ,rop,rly <Hstrudod, molotolnocl IOd _.,od 

' 2 11 
ot kt • t1ld 1,..,.,.,., .. 47 Wosli IOd "nlti1iog woler d-

' 
2 

S.ltoWo ..,_., ,..,1, IKOltd 2 41 Wosh woltr II ,- '"""'""'" 

,.;ti, 111111 II - llll,plmsrrt 2 4' Dlsfl lal>IH od lrolo _., ,r•"-• proptfly louted onrf 2 
____ ... 

fottotltlly llozordovs food ol 45° F. or lG Arl-10 .... o,ltmlt ...._,, ... 2 • 
litlow, Of 140° f . or olooff os r111ulrod 

6 
Sl An,l'fld t1it ....... , ... ,. .. 1dod onrf ntd 

" 13 - !oo,I u,t h11N; ,._ty ....... 2 S2 Sui1alilt dlill ionbts p,ni<l•d 2 

Noodling of food minimhod by u11 of 4 
Sl "----""' tO 

•• sal1tbl1 utNslls Cl.....i ond dooo•d oo4 ... 1111od uteoslls o•d oqulpment pr-ly 
l4 2 

11 11111...t" 1111t1 of froslt l"lflllt,rls; tliscnod tit• - ....... 6 st11od ood boodled; ut..,lls alr-drltd 

16 ........ ,,... , .......... 6 ss S.llobll 10,1111111 ••• IIIOS p, .. ldtd lor storlog uttnslls ood 
NUIDIMAI 2 " 

11 fntlt, ..................... , 2 S4 Slngft-sorvlt1 artidos pr.-lr storllll, ,11...,_i t•d hoodlld 2 
II c...1 .................... -..i •• 2 

'2 
l7 Slngft-S11Vlt1 artldt1 u,1111 •Ir IMI 

" ......... ,--..,lfwrl 2 Sl"llo,,.rvltt artkl11 USN WMO _ ..... wotklog •• MRI· 6 " SI • ""'" -· -,.._ ........ .-,- ., _..... '"' 1 thl!lt fatillli11 111 Ht ,, .. 1,w N 

ti ,._.._ ",....,..,..i,..., 2 SECTION E. Sanitary facilities and Controls H 

n "'-"r latftooil ....... i.tl'f.., p,tallfl 2 I. WATER SUPPLY " n ......... ,...1111,..,...; fotsl Ml ,.........i 4 s, Ina,.,,.... ,_..I ........ , •fo .-lltJ 6 ,1 

,.,_ 1M Ink -••1th ..-Ir 1•1111tc1, "'°"'• sto,111 .ii ht _, toll tv•ltt .. ,. p,n1"4 4 " " ...... , ,.i- ,-11 ...... ,, .... , 
,1 lr-11111 -• ....... , SlerM; " ...... III tail.-, - 6 

6 " llt<lorlclM!, d-1"1 ttd otlitr ,...,...., ,,.,..1, sto,od aod u lm,.__....._,.1 _..h .. _,...W._ 6 
15 ~1111-~llu!ltot u l<t ffltOIMS tOII TOUl itlOI ""'"Y INIIOII, ltlltllOII IM 2 ... ....... , .... 
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"'- § 16. Gener~lly, I 192 

STATl:TES 

r 
§ li. ValiditY: 

[ a J Held valid, 1192 
[b] Held invalid, 1195 

§ 18. Construction, 1197 

~ 

¼ INDEX 

"Agent" of manufacturer, franchise dealer 
as,§ 10 

Anticipated profits, recoYery of. § 9 
Antitru~t l:tws, applicability of provisions of, 

§§ 4, 11 
Attorney"s fees, right to recovery of, § 9 
Burden of proof, § 12 
Class legislation, Automobile Dealers' Day 

in Court Act as, §' 3 
Clayton Act, applicability of provisions of, 

§§ 4, 11 
Coercion-

good faith as requiring freedom from, 
§ 8[a] 

meaning of term, ~ 8[b] 
state statute's prohibition of, § i 7 

Comment,§ 2 
Comtitutionalitv of Federal Automobile 

Dealers' Day · in Court Act, § 3 
Construction of statutes~ 

Automobile Dealers' Day in Court Act, 
particular questions as to construction 
of, §§ 5-15 

state statutes, construction of,§ 18 

Contract, Federal Automobile Dealers' Day 
in Court Act as restricting freedom of, 
§3 

Cost of suit, right to recovery of, § 9 
Criminal penalties, §§ 1 7 [b], 18 
Damages- · 

dealer's right of action for,§§ 14, 17[a] 
types of damages recoverable, § 9 

Dealer, meaning of term, § 7 
Delegation of powers, Federal Automobile 

Dealers' Day in Court Act as violation 
of,§ 3 

Due process-
Federal Automobile Dealers' Day 

Court Act ~s violation of, § 3 
state statute as denial of, § 17 (b] 

~3 
_.-ropriety of,§ 8[a] . 

in 

Extraterritorial service of process provisions · 
of Clayton Act, applicability of, § 4 

Federal Automobile Dealers' Day in Coun 
Act,§§ 3-15 

"Franchise," meaning of term, § 5 
Good faith-

as sufficient!~ definite term, § 3 
burden of showing absence of § 12 
m<'a_ning of term, ~ 8 ' · 

Indorsement, propriety of, § 8[a] 
Injunction, dealer's action for, g 8[a], H, 

18 
Interstate commerce, state statutes as im

posing undue burden on, ~ 17 
Intimidation-

good faith as requiring freedom from. 
§ 8[a] 

meaning of term,§ 8[b] 
Introduction, § 1 
Limitation of actions, § 15 
:Manufacturer, meaning of term, § 6 
Oral contract, right to maintain action for 

breach of, § 5 
Particular questions of construction of Au

tomobile Dealers' Day in Court Act, 
§§ 5-15 

Period of limitation, § 15 
Persuasion, propriety of,§ 8[a] 
Preliminary injunction·, dealer's 

§ 14 
Preliminary matters,§§ 1, 2 

right to, 

Pressure to accept supplies, manufacturer's 
use of,§ 8[b] 

Process; service of, § 11 
Purpose of Federal · Automobile Dealers' • 

Day in Court Act, § 4 

Recommendation, propriety of,§ 8[a] 
Related matters, § 1 (b] 
Relief available, § 14 
Scope of annotation, § I [a] 
Sen·ice of process, § 11 

· State statutes, §§ 16-18 -
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Summary, ~ 2 
T,•mpnrary injnncrinn. dealer·, rif!ht tn. § H 
l"q::ing. propriety of,§ 8[a) 
\"agueness of act. § 3 
Validity of statutes-

Federal Automobile . Dealers' Day in 
Court Act, Yalidity of, § 3 

state statutes. validity of, § 17 
Venn<' of action, ~ IO 
Waiver, § 13 

I. Preliminary matters 

§ I. Introduction 

[a] Scope 
, The franchise agreement bet,,·een an 

automobile manufacturer and a dealer 
has been rl'fcrred to as a "contract of 
adhesion."1 It has been recoonized that -although a. franchise agreement is bi-
lateral in forn, it 1s pm la teral in fact , 
since the tern1s are dictated by the 
manufacturer at Detroit and dra\rn bv 
its counsel with the avo\\"ed purpose of 
protecting the manufacturer to the ut
most and grantine-, if any, few rights 
to, and the smallest protect10n oi. the 
dealer.2 Until relatively recently, the 
~ealer has time a'lll..ag_<li.n...been de.aj££ 
redress in case of an arbitrary termi
nation or non.renewal of fiis franchise, 
an event ¼:.hl,tli, b~ of the dealer's. 
substantial and specia.lized investment 
of his capital, has been ~tly called an 
"economic death sente_rK.~3 The tradi
tional concepts of contract law have 
proved unavailing in the dealer's plight. 

. 1. See Kessler, "Automobile Dealer Fran
chises: Vertical Integration by Contract," 

_66 Yale LJ I 135, 1156 ( 1957). 
2. Buggs v Ford Motor Co. ( 1940, CA 7 

Wis ) 113 F2d 618, cert den 311 US 688, 
85 L ed 444, 61 S Ct 65. 

3. Kessler, "Automobile Dealer Franchises . 
Vertical Integration by Contract." 66 Yale 
LJ 1135, 1156 {1957). 

4. See Note, . 70 Harvard L Rev 1239 
( 1957) . 

5. See, for example, Ford Motor Co. v 

\\"o}d, :rnd phtas<?s-
atltdt1h1bilc 111 :1 n n Lh tu re r. ~~ 6, 7 
coercion, § 8[b] 
dealer,§ 7 
franchise, § 5 
good faith, § 8 
intimidation. § 8(b] 
manufacturer, § 6 

" ' ri.tcn agreement, necessity for , § 5 

' .'i. 
H 
J : 
l .' 

1\fost cases im·oh:irn:: tcnnination of a 
franchise ha\·e 'been decided in farnr 
of the manufacturer either on the 
ground of lack of mutuality of con
sideration or simply because the manu
facturer ,, as irnn1t,ne from liability 
under the terms of the contract.4 And 
eve{l though :l\\·are of the dealer' s plight, 
the , courts refused to ado a12y reqwre-
mem or "e-ood fai th". to the contract, 
ms1sting that since it was "freeh- entered 
into" his preaicament ,,·as of his own 
rnakir:g- and he could not expect the 
courts to place in the contract the pro
tection which he ~T7'3TiectTclln-
sert. -As a result of agitation by the clc-alrrs, 
legislation aimed at curbing the "verti
cal power" of the· automobile manufac
turer has been enacted in se,·eral states 
since 193i. In @])the Federal~ 
~nt followed suit with the pq.ssa~e 
of the so-called "~oll}Qbile Dealers' 
Dav in Court Act" ( 15 USC §§ 1221-
1225 ) ." The last section of : this act 
expresslv decTares that state statutes are 

Kirkmyer Motor Co. ( 1933, CA4 Va) 65 
F2d 1001. 

6. For some notable law reviews discussing 
the background and merits of the legislation 
on the subject, see Kessler, "Automobile 
Dealer Franchises: \"ertical Integration by 
Contract," 66 Yale LJ 1135, 1156 (1957); 
Note. 70 Han-ard L Rev 1135 ( 1957); Brown 
and Conwill, "Autcmobile-Dealer Legisla
tion," 57 Columbia L Rev 217 (1957); 
Stra-rench, Jr., "The Automobile 
Deal · se Act: Another Experiment 
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• -~,r,~ired unless in direct irrei-on- autonio?ile industry b,· curtailing . the 
~riTZ" conflict there,,·itn."': economic advantages of the b.rg-er mln

.• This annotation considers :the Yaliditv ufacturers and incre.'.lsing those of the 
and construction of such statutes, fed·- dealer.11 And the legisla ti\-e intent 
eral and state, pertaining to automobile .seems _to _be to assur~ a_ ? e:1ler an OP: 
manufacturer-dealer relations.' portumty to secure a Jud1c1al detem1ina

lb] Related matters 
Regulation or licensing of business of 

selling motor vehicles. 126 ALR i40, 
57 ALR2d 1265. 

Constit~1tionality, construction, and 
application of statutes relating to high~ 
way transportation of automobiles for 
purposes of sale. 1 IO ALR 622. 

Constitutionality, construction, and 
application of statutes rela ting to ad 
valorem or property taxa tion of motor 
,·ehicles. 114 ALR 847. 

§ 2. Sununal)· and . comment 
Section 1222 of the federal Automo

bile Dealers' DaI, in Court Art 12ermits 
an automobil e dealer to hriug_~uiL 
against anv automobile manufacturer 
engaged in commerce, m any District 
Court of the United States in the di~
trict where the manufacturer residej, or 
is fQ!!!1d, or has an agent,9 for dama~ 
arising- from the failure of the manufac-_,__ ~M------------
turer to act in goo.9.J~ith in p~ng 
or complying with any of the terms or 
provisions of the franchise, or in ter
mmatmg, canceling. or not re~w~ tj; 
ffifficliise-o~ dealer-!0 The policy 
liehmdtfie enactment of such act was 
to establish a balance of power as be
tween manufacturers and dealers in the 

in Federal Class ¼Cgislation," 25 George 
Washington L Rev 667 ( 1957); Comment, 
"The Automobile Dealer Franchise Act: A 
'New Departure' in Federal Legislation." 52 
Northwestern UL Rev 253 ( 1957); Weiss, 
"The Automobile Dealer Franchise Act of 
1956-An Evaluation," 48 Cornell LQ 711 
( 1963). 

7. 15 USC § 1225. 
8. This supersedes § 25 of the annotation 

on the regulation or licensing of selling mo-
tor vehicles at 5 7 ALR2d 1265. . ' 

9. § 10, infra. As for the rules go,·erning 
service of process, see § 11, infra. .. 

tion of his cause of action irrespective 
of · contract ternis, thus precluding the 
application of the doctrine of waiver or 
estoppel in this regard. u · 

The conditions precedent for the cause 
of action created under the act are the 
existence of a franchise between a 
dealer and a manufacturer, as defined 
therein,13 and the failure of a rnanufac-· 
tu rer to act in good faith in performing 
or complying ;with any of its terms or 
provisions, 01/ in terminatin~. canceling. 
or not renewing the dealer's franchise. 
It is also required that the action must 
be bronght within 3 years after .the 
accrual of the ca use of action.14 The 
lack of good faith on the part of the 
manufacturer constitutes the core of the 
dealer's cause of action, and the burden 
of proving it; or of prO\·ing compliance 
with all the statutory requirc111ents, for 
that matter, falls on the dealer. 16 

By statutOI)' definition, "good faith"' 
is restricted to a duty to act in a fail: 
and equitable manner so as_ to guarantee 
~m from coercion,_i..ntimidation, or 
t~s.16 And it is also J)!:_():J.<ied that 
recommendation, indorsemcnt; - exposi
Jion, ~!,!~S--U.asi~n; ~urging~--~r -._argun;ent 
shall not be deemed to constitute a Jack 
~f __ good __ faith. 17 Moreover, the ~a~u-

IO. As to what damages are recoverable. 
see § 9. Although the a~t pro,·ides only for 
an action for damages, it has been held that 
temporary injunctive relief may be available 
in a proper case. See § 14, infra. 

11. § 4, infra. 
12. § 13, infra. 
13. §§ 5, 6, 7, infra. 
14. 15 USC § 1223. See § 15, infra. 
15. § 12, infra. 
16. 15 USC§ 1221(e). See §8[a] , infra. 
17. 15 USC§ 1221 (e) . 

--,, 

t 
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focturer is not barred from assert in~ in ancc pf its wares. and to hai::e' reason
dcfri~~c the failur(' of the dealer to - ;ct able expcct:it;cm that th0St' ,,·ho are 
in good fa:ith:18 · marketing its ca~ have the faciiities for 

As judicially construed, the statutory coping " ·ith the sales efforts of those 
definition of lack of •:good faith'' re- , who are d~aling in the products ~ :;jts 
quires that the acts of the manufacturer competitors.• . :,t,1 
must be · both unfair and coercive.19 In ~11aking the decision of the cal'es ' · ., .. 
Thus, it has been held that the good- turn on the question of the existenc{l' or 
faith requirement does not prevent a nonexistence of e:ood faith. the courts 
m:inufacturer from tenninating a con- have avoided th~ constitu~ional _' issues 
tract with a dealer where the latter has Qf!en raised by the manufactmer ~ -- -
violated, O\·~ r a long period of time, a case alone has di,cctlv passed upon the 
,·:ilid a nd material clause of the con- constitutionalitv of the statu te and has 
tract, and has failed with the continu- sustained it against object ions of viol~-
ing imistence of the manufacturer upon tion ol due prnce,s . under the Fifth 
perfonnance.zo Similarly, no lack of Amendment for bein g- \' a!!t.c> and in
good faith has been found on the part definite, . arbitrary and discriminatq_ry, 
of the manufacturer where the termina- a restriction of th· freedom of co~ract. 
tion of the dealer's franchise was bast'd and an unlawftJ taking- of property. 5 · 

on the dealer's failure to measure up The few cases cecided 1ir.der the st;:,te 
to its reasonable market car sales po- stat__utes, on the other hand, ha\·e beer) 
tential and to provide the manufacturer concerned mamh· with the ccn<titptjqnal 
,,jth what in its business judgment it ~ - The state statutes inrnh-ed gen
considered as adequate representation.1 erally require a Ecense for a manufac
The fact that the manufacturer cstab- turer doing business in the state and 
lis~ed a competitive dealer in an area make an unfair c;:i.ncellation of a fran
near the a ~grieved dealer's has been chise of a dealer without due regard to 
deemed not to be, by itself, · an evidence his equities, or its nonrene\\·al without 
of bad faith.1 In other words, the stat- just provocation, a ~round for denial or 
ute does not curtail the manufacturer's revocation of the license_. or the- ims 
rig-ht to cancel or not to renew an i 1- position of some ·criminal sanctions.41 

e c1ent or un es1ra le dealer's fran- ·Except in one c2:ie·,-: such statutes have 
chise, and neither does it freeze present been upheld as constitutionally valid.a 
channels or methods of automobile dis- Specifically, such statutes have been 
tribution. 3 The manufacturer is entitled held to constitute a l~gitimate exercise 
to bargain for the protection of 'its good of the police ycm·er.9 notwithstanding . \, 
name, to provide for the trade accept- that the persons to be benefited bv ruch ""I( 

18. 15 use § 1222. 
19. § 8[b), infra. . · 
20. Woodard v General Motors Corp. 

(1962, CA5 Tex) 298 F2d 121 , .infra ~ 8 
[a] , cert den 369 US 887, 8 L ed 2d 288, 
82 S Ct l 161, reh den 370 US 965, 8 L ed 
2d 834, 82 S Ct 1584. 

I. Leach v Ford Motor Co. ( 1960, DC 
Cal) 189 F Supp 349, infra § B[a]. 

2. Garvin v American Motors Sales Corp. 
(1963, CA3 Pa) 318 F2d 518, infra § 8[a]. 

3. See HR No 2850 ( 1956) US Code 
Cong & Adm News 4596, 4603. 

4. Woodard· v General · Motors Corp 

(1962, CA5 Tex) 298 F2d 121 , infra§ S[a] , 
cert den 369 US 88i, 8 L ed 2d 288, 82 
S Ct 1161, reh den 370 US 965, 8 Led 2d 
834, 82. S Ct 158-1. 

5. Blenke Bros. Co. v Ford Motor Co. 
( 1962, DC Ind ) 203 F Supp 6i0 , infra § 3. 

6. § 16, infra. 
7. General Mot0rs Corp. v Blevins ( 1956; 

DC Colo ) 14-1 F Supp 381 , infra ~ 17[b]. 
8. § 17[a], infra. 
9. Willv~ Motors. Inc. ,. North\\·est) 

Kaiser-WJilys, Inc. / 1956, DC Mi\111 .. ) 142 F 
Supp 4- ~fotor Co. v F; rd Motor · 

; 

;· ~-i ! 
I• . ! 
i , 

I 

, l . : 
. ! : 

; .: ! i 

; ' 

.. :~ ' 

:di.: . ... . ~ 
I' ·, 

•• 

., 
·• . 
I I 

: i 

: 
f 
! . 

I 
1 

• I 
I 
I 
1 

i 

I 
I 

\ 



. - i ALR3d lli3 

:~ ~,::g-uia to~_ 11!£?-..?l!r:£.....e.!"L.£_£~\ fined_!£ tht> contrary, its constitutionality has 
/ -012<:_ _ <J:!.s.s of citj?,._~L- .UlH!_omobile been sustained in one c:i.se. .·_ .. 
~ q~ill.\'..f.!i ' :10 thev ha\·e also been held not In Blenke Bros. Co. v Ford Motor 

to be so \ ·a[!"uc or indefinite- as to be Co. ( 1962, DC Ind) 203 f Supp 670. 
unentorceaSJ~ bv reason of the failur<" the court upheld the statute against 
to prescribe standards ;11 and futther- attacks that it violated the due process 
more tne constitutionality of such stat- clause of the Fifth Amendmmt for being 
utes has been ~stained as ag;:iins~ vague and indefinite, arbitr:1ry and dis
contention that thev violate the equal criminatory, a restriction of the freedom 
protect10n and due process clauses of of contract, and an unlawful taking of . 
the Fourte._enth 1'2:1end_rr1e12!.,12 

· ~t property. Pointing out that language 
iliey are repugnant to the constitutional similar to the definition of "good faith'' 
provisions prnbihjtjng the impajqnept in the act sun·ived attack before under 
of contracts, 13 However, in:i.smuch as the \·agueness doctrine, and. morf' impor
n::_~ state l~sl~~es not give a · tant, that the statute pro\·ides a civil 
private right of action to the dealer as remedy and riot a penal sanction which 
does the _"Federal Automobile De~lers' othern·ise would haYe required a higher 
Day in Court Act, the decisions under standard of cg'rtainty, the court con
the state statutes may be of only limited duded that the challenged statutorv 
usefulness in interpretin?; the federal definition of "good faith" ' com·eys suffi·. 
law. ciently definite warning as to the pro-

II. The Federal Automobile Dealers' 
Day in Court Act ( 15 USC 

§§ 1221-1225) 

A. In general 

§ 3. Validity 

Most of the law review discussions of 
the statute have suggested that there 
are serious questions as to its consti
tutionality, the principal ones being that 
it constitutes class legislation, unduly 
restricts the right of contract, and re
writes existing contracts, and that its 
vague and indefinite proYisions violate 
due process and the rule against delega
tion of powers.14 No court, however, 
has declared it uriconstitutional. On 

Co. ( 1955 ) 270 Wis 488, 71 J\TW2d 420, 55 
ALR2d 467, both infra § 17[a). 

10. Kuhl Motor Co. v Ford ?-.fo tor Co. 
( 1955) 270 Wis 488, 7 l :t,;'W2d 420, 55 ALR 

/ 

2d 467, infra § 17[a]. 
11. E. L. Bowen & Co. v American 

Motors Sales Corp., Hudson Motor Div. 
(1957, DC Va) 153 F Supp 42, infra ~ 17 
(a] . . 
~ 12. E. L. Bowen & Co. v American 

Motnr• Sales Corp Hudson Motor Div. ... , 

scribed conduct \\'hen measured bv co:11-
mon understanding and prartic~s. · As 
to the contf'ntion that th<.> act re
stricts the freedom of contract and takes 
property without due process of law, 
the court stated that in considering the 
purposes of the law and the means to 
accomplish those purposes, the require
ment that canrC'llation or trrmination be 
in good faith, that is, not the culmina
tion of unfair and coerciYe conduct, is 
not extreme or arbitrary to the point of 
unconstitutionality. To the extent that 
the act limits a manufacturer's freedom 
of contract, the court added, Congress 
had an adequate reason to do so. Fi
nally, as to the argument that the stat
ute is arbitrary and discriminatory · be-

(1957, DC Va) 153 F Supp 42, infra § 17 
[a). ) _. 

13. Wil · Motors Inc.. v "Northwest 
Kaiser-Willys, nc. 956, DC 1finn} 142 " 
F Supp 469, infra § 17[ a] . 

14. See all the law review articles pre
viously cited; see also Note, "A Constitu· 
tional Evaluation of the Automobile Deal
ers' Franchise Act," 26 U of Cincinnati L 
Rev 277 ( 1957) . 

.~LlV;\lt'151L.t. :- --,\J.", :--, l"l .'\LI_LKt. K .'1.:--.ll LJl:. .'\Lt:K 11/';:i 

l i ALR3d 11 i:3 § 4 
caust' . in proYiding that" both partie5 mobile manufacturers .•· Bateman v 
to a franchi~e a~reemcnt must act in For:a >.1 ,,1or C0. ( 10Gj_ C.\~ Pa ) ~02 
good faith, it g;ants only the dealers F2d 6:i : G an~in \ American ?\lofors 
the ri"ht to enforce such obligations in Sak s Corp. ( 1962. DC Pa) 202 F S~pp 
the c~urts, the court · ad\·ert~d to the . 667, revd on other g-rounds (CA3) ·31 8 
purpose behind the enactinent of the F2d 518; Blenke Bros. Co. v Ford :Motor 
statute. which was to "balance the Co. ( 1962, DC Ind ) 203 F Supp 670. 
power'; bet\,·een the manufacturer and In Barney l\1otor Sales Y Cal Sales, 
the dealer. Consequently, the court Inc. ( 1959, DC Cal) 178 F Supp 172, 
said, it is reasonable to assume that Con- it was stated that the basic evil at \~foch 
gress did not give a manufacturer a the le!!islation was aimed was the · dis-· - ·· 
right of enforcement, for the simple pariry"'in b:irgaining power between the 
r~as0 n that it felt that a manufacturer parties to the franchise agrecmer.t. Con
cannot be coerced or intimidated by a ~ess has re<:og ni?C'd, the court ex
dealer. plained, that the power of the manu-

Clearly dictum, it was stated in Gar- facturer vis-a-\·is the dealer is so great 
Yin v American l\fotors Sales Corp. that the terms of any franchise agree
( {962, DC Pa) 202 F Supp 667, re\·d ment can be dictated virtually in their 
on other grouiids (CA3) 318 F2d 518, entirety by the manufacturer, and that 
.that the ;ct is constitutional for it is the.. contract could be designed to in
not , ·a['lle and uncertain and the classi- elude exculpatory clauses immunizing 
ficatioi~ of automobile manufacturers is the manufacturer from suits based ,1pon 
not so unreasonable that its enforce- bad-faith t·ermination of the agency re
rncnt constitutes a denial of due pro~ess lationship or . it could be framed so 
under the Fifth Amendment of the vaguely as to be unenforceable in the 
Constitution of the United States. This courts because of indefiniteness of terms. 
position, according to the court, is given Thus, the . purpose of the statute, the 
further credence bv the fact that a simi- court said, is to give the dealer his day 
lar statute was sustained in Kuhl :Motor in court on an allegation of bad-faith 
Co. v Ford Motor Co. ( 1955 ) 270 Wis termination. rcgar:dless of the legal im-
488, 71 NW2d 420, 55 ALR2d 467, port of the " ·ords , \Ised in the contract 
infra § 18. which he had signed. 

See, however, Glore Motors, Inc. v 
Studebaker-Packard Corp. ( 1%4, CA3 
Pa) 328 F2d 645, where the court, in 
holding that the lack of good faith 
which would support a cause of action 
under the statute requires at least some 
implicit "coercion, _intimidation or 
·threats," hinted that holding otherwise 
\,:ould "perhaps raise serious doubts as 
to the constitutionality of the statute." 

§ 4. Purpose ~f statute; relation of anti-
trust laws 

It has been repeatedly said that the 
purpose of. the statute, as its title de.:. 
clares, is to. balance the power "now 
heavily weighted in farnr of the auto-

In Hoffman Motors Corp. v Alfa 
Romeo S.p.A. ( 1965. DC NY) 244 F 
Supp 70, it was said that the act was 
passed to protect a dealer, economically 
feeble compared to the manufacturer, 
by granting him broad judicial protec
tion from a manufacturer's · arbitrary 
treatment. 

And in Woodard v General Motors 
Corp. ( 1962, CA.5 Tex) 298 F2d 121, 
cert den 369 US 887 , 8 L ed 2d 288, 82 
S Ct 1161, reh den 370 US 965, 8 Led 
2d 834, 82 S Ct 1584, it was pointed out 
that one of the principal evils which the 
statute was designed to remoYe, in· re
stricting the cause of action to cases in
vo)-rcion, was the exertion of 
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:,1,::1 the prescribed ,:-e :....... : ;t.!..,R'.!c 11 ~:: · d I d 
. .....,. .. ,.,irlt".a•::I"~ nron""·ation or c:n1s_c 1s cc are to be. 

i11e cause of action. Tb ' . . . 11 I dd . e Court :icct't: a:a unfair cance _atmn. n a _ _ ition _ to . th
.at_ 

the proceeding before tht- ~tatt' :1d- cc·r:ial or revocauon of the license, the 
mm1strat1\·e bodv whe h • , · · f ct rer is d b" .. II fil d . :e t .e C!."~.c: ;i:- erring m:mu a u ma e su Ject to 1ua v e a ,_, 
f h

,. cornpL:1Ir.t. t:-ie ~-0!1eh:.si0r: a fine. 
0 w ich took place sc:-:1e 8 -..-~-.:ks before 
the running of the fe<le:-.1! .!'tiit~te. did § 1 i. Validity 
not toll the latter. . 

And in Pinne-.; & T o:)Lff .._: Chr-vsler 
Corp. (1959, DC Can 1·:-0 f S~pp 

0

801, 
the dealer ' --·as dt.'r..it'd r,'CO\'Crv on the 
ground, among Nhers, tl,at n~ act of 
bad faith or co,...st>qGciH loss or damage · 
took pface s..:.b,~quently to August 8, 
1956. th~ cff(·C!i\e datr. of the act, and 
the action ,, as fi!Pd more than 3 years 
from the date of accrual of the action. · 

III. The state statutes 

§ 16. Generally 

There are sc\·eral existing state laws 
regulating manufacturer-dealer relations 
and some of them are more embracing 
and darini:r in concept than the federal 
~-

7 Typical of most of them is the 
Wisconsin statute, which r..tguires a year
ly~or"-;;;anufacturers and dealers 
~ng busmess m the state and provides 
for Its denial, suspension, or revocation 
in case of a cancellation of the dealer's 
franchise "without due regard to the 
equities of the dealer and without just 
provocation" or any threat to cancel 
such franchise to "induce or coer~y 
automobile ~ealer to enter into any_ 
agreement with such manufacturer or 
to do any other act unfair to said dealer. 
Nonrenewal of a franchise without just 

. 7. The federal Automobile Dealers' Day 
m Court Act provides that it shall not in
validate any_ pro\·ision of the laws of any 
state except m case of a direct irreconcilable 
conflict ( 15 use § 1225). 

8. See General Motors Corp. v Blevins 
(1956, DC Colo) 144 F Supp 381, infra 
~ 17[b]. Note, however, that parts of sim
ilar state legislation have been dedared un
con~titutional for denial of the , equal pro-

"'"-• because they ,equi,ed th, 

[ a J Held valid · 
Like the federal statute, the state laws 

raise many constitutional questions, in
cluding the peculiar problem of whether 
they impose an undue burden on mter
state commerce. The cases. however . 
indicate a clea! trend in the direction of 
,!heir constitutional · validity. So Gu
only one case, im·oh-ing a statute mo~ 
detailed in its 1prohibitions than the so
called Wisconsin type, has sounded a 
dissenting note. 8 

In Buggs v Ford Motor Co. ( 194-0 · 
CA7 Wis) 113 F2d 618, cert den 311 
US 688, 85 L ed 444, 61 S Ct 65, the 
court, in holding that the stated Wiscon
sin statute did not apply to, or affect . . ' 
ex1stmg contracts, impliedly suggested 
its validity. The court declared that the 
one-sided franchise affords some support 
f?r the ~\·isdom and necessity of legisla
tion which protects the weak against a 
strong party, and that this cannot be 
ignored in considering the validity of 
such legislation. · 

In Kuhl Motor Co. v Ford Motor Co. 
(1955) 270 Wis 488, 71 NW2d 420, 55 
ALR2d 467, a divided court upheld un
der the Fourteenth_Amendment the 
~aine Wisconsin §tatuu:. The court ~
U;.S~ the minority view that it was an 
l!.QCO~tutional in~rference with the . -- .._'- - -
licensing of enfranchised new car dealers but 
not of nonenfranchised dealers in new cars 
or used cars, in the following cases: _ •• 

Ark-Rebsamen Motor Co. v Phillips • 
(1956) 226 Ark 146, 289 SW2d 170 57 
ALR2d 1256. ' -

Neb-Nelsen v Tilley ( 1939) 137 Neb 
327, 289 1\'W 388, 126 ALR 729. . 

Va-Joyner v Centre Motor Co. (1951) 
192 Va 627, 66 SE2d 469. 

. --

•-

. ;.it 7 ALR3d 1173 §lifa] 

jght to conti:~li. insofar as it restricted the due process clause mav not be used 
thc' right of a manufacturer to cancel to Hn;:e cown ~tate laws because thev __ - \ ; 
a franchise. bv finding that the statute a;e unwise, illl p~·ovidc0 n t. or out of har- -f,-· 
was a legi.tim;te exercise of the police_ mony with a particular school of 
~er because it sought to rotect auto- tnought. Kegarding the fu rther conten-
mob!le dealers w o were "economic de- ·tion that the statute ,.,,as -~ S of 
pendents of the companv whose cars.thev the state constitutional _provision pro.:_ 
seTI''9. ag-a[nst unfair dealing by manu- hibiting- snecial or c!as~ )egitl_ation, the: '_ 
~!I!: The fact that the persons b~- ~' in the absence of a controlling' 
efited by the statute were confined to state decision and under the present 
one class of citizens, that is, automobile state of the pleadings, refused to hold -
dealers, did not, according to the court, that it was so arbitrarilv discriminatory · -
militate against its being a legitimate m favor of the dealer. The court noted 
exercise of the -police power. that protection from coercive meth~, 

In E. L. Bowen & Co. v American ~e~~'!.!ion,,..Qf.l;:.im
Motors Sales c~-;p., Hudson Motor Div. ~ises ¼'as a~~t}!!S. 7' 
(i957, DC~) 153 F Supp 42, an ~~d to the e.9.!!ities ~l 1 

act-ion by a dealer against a manufac- ~rt1cs. and that throt.: 0 ~Jb.~J?£i.~...5!f 
turer's salt>s corporation for damages for a franchi;-,'"71~ mav r~ort_.!9 
refusal to renew a franchise, the consti- ~~a serious effect ur2~ 
tutionality of a Vinrinia statute, essen- ~~~nd. in tu~_!;!£_qn 
tiallv the saine as the Wisconsin statute ~._£ublic m gener?-l~urt sug
im·o'lved in Kuhl Motor Co. V Ford Mo- gested, houev~at the constitution-
tor Co. ( 1955) 270 Wis 488, 7_1 NW2d ality of the statute be subjected to test, 
420, 55 ALR2d 467, supra, was upheld by way of declaratory judgment or 
against constitutional attacks. The court otherwise, in the courts of Virginia, and 
stated that the statute was not so vague said that it would delay the trial of the 
and indefinite as to be unenforceable by case if the proposed action would be 
reason of the failure to prescribe stand- instituted promptly:-
ards. The words "unfairly, without due A .Minnesota statute making it un
regard to the equities of a dealer and . lawful for anv manufacturer or dis: 
without just provocation," as well as tributor of motor vehicles to cancel or 
"coerce" and "threaten," were consid- refuse to renew the franchise of any 
ered by the court as apparently designed retail dealer or anv contractual arrange- ' 
to permit evidence relating to the course ment between them without just cause 
of dealings, the nature of the business, was upheld under the Minnesota Con- · 

' .. 

• 
the custom of the trade, the details lead- stitutionag-ainst attacks of being an ex _ 
ing up to a failure to renew the fran- post facto legislation and an impair
chise, or a threatened cancellation ment of the obligation of contract in 
thereof, and other factors to be con- Willvs Motors..,Jn~. V Northwest K~~ 
sidered by the court or jury hearing the Willys.i,n~11956, DC__MinnL14L,L 
case. As to the contention that the stat- Supp -46i a case where the notice of 
ute violated the equal protection and cancellation was given prior to the en-

~ -1( , 
~ : ; :; 

due process clauses of the Fourt:eenth actment of the statute in question but 
Amendment, the court r~~~~2 it and which · cancellation became effective 25 
adverted to the often-quotea -rule that days after said enactment. · In holding 

9. Citing Ju lice Black's dissenting opinion 
in Ford Moior Co. v United States (1948) 
335 US 303, 93 L ed 24, 69 S Ct 93 . 

that the statute did not hav_e any retro
active or ex post facto effect, the cou[! 
unders that it was directed at can-

' ' :, 
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.,/~i~,n \, ifrcmt just C3.t:S{•, not notice tion oi the statute unconstitutional. the 
;;/ ,::i.;1cell:1t1on. and trnt the m:mutac- c~ tl1at motor \·ehicles are 

.//. ~-f'r baci ::-1.~fFcient 1i1ne after pas:-age econor:""!ii."' necessities in moderL living and 
ol the staL.nc to COiT1DlY ,,·1"th 1·t•. tc?;""t"l-~ the·r nrod r· t · - • . .. ,,_ ., 1 ,. • uc 10n, ransnortat1on, and 
by 3 sho,,.- of just cause~ er if thit ·wa~ 
hnµ0ss1blrT hJ re-voke the nnt!ce of can
cellation. As to the other contention 
that the statute iirQ2ajr~1,'1e manu
facturer's contractual oblic:ation bee~ 
ilhad the· 1l.1_l£11.alif~_::x:g;l1t uncter the 
contract to cancel it with or without 

____.,..,~...,_,, --------_-·-
~~-1;~~ the court stated that, ad1nitting 
, . ·-..i ~l ., __., 

~-:!_9:_u, st~0~~a_l~\,eJ ~ 
exercise of the uolict' DO\·:er of the state 
--.--.~·---" --- -~---.-. .J..-----

01 , ::1-urnesota 12_.ei2_::9S-~!::~~ 
puolK purpose was to a1lc,·1ate an ad-~,,..........--......,..,..,.~~..,......,.--,~..__...._,_._ 
verse erono1rnc cond;t10n directlv affect-
:-,--...,.-,__.,.-:..._.~ --~__,. ;.;_""~,,....,..--' - ------
mg most ot the 1,40u automooiie dealers 
m~rsta1e···ana--Inctrr~1~ect~ 
~ar,cis--oT"""o"thciT ~~ -,t~;;b,tarrtGT 
~;1~-ftE~;;;v:-----~ -----·-

....... >,--~~ ,-----, ..... ,-..... '--,_...,, ,-..,,r 

In Louisiana Motor Vehicle Com. v 
\.\"heeling Frenchman ( 1958) 235 La 
332, 103 So 2d 464, a case not in point 
on its facts, the Louisiana statute which, 
among other things. made it unlawful 
for a~ manufactur;r · to "unfairly, with
out due regard to the cauitics of said 
dealer and· witho"t jnst.,-prm·oration, 
cancel the franchise of anv motor vehicle 
deaief' or "to attempt· to induce or 
coerce, or to induce or coerce, any motor 
vehicle dealer to enter into any agree
ment with such manufacturer 
or to do any other act unfair to said 
dealer by threatening to cancel anv 
franchise or any contractual a<rreemeu't . , D 

," was u held as a whole under 
the Constitution of the -mte States 
and the Louisiana Constitution. Actual
ly, the ~ before the reviewing court 
was. the constitutionalitv of the part of 
the statute requiring that a dealer in 
new and unused automobiles be en
franchised bv a manufacturer or dis
tnbutor, the rest of the statute having 
been found valid in the court below. 
In reversing the judgment appealed fr9llas it held the assailed sec-

marke1ing are unquestionablv a proPer. 
subject Tur re!!ubtion b;,, the legislature 
under its police oower. 

Upon the authority of Louisiana M~ 
tor Vehicle Commission v Wheeling 
Frenchman, supra, among others, a si."Il
ilar Tennessee statute was sustained un. 
der the due process clauses of the 
Fourteenth Amend:11ent and the 
Tennessee Constitution in Ford Motor 
~,::._~~ 1960) 206 Tenn 559-;-335 
SW2d 360, app dismd 364 US 444, 5 
L ed 2d 192, 81 jS Ct 235, reh den 364 
US 939, 5 L ed 2d 371, 81 S Ct 3i7. 
In rejecting the contcnti<m that the stat
ute did not provide or furnish any a:;cer
tainable standard in respect ~f such 
terms as "the act of coercing," "threat
ening to cancel anv franchise." "as un
fairly,'' "without 'due regard to the 
equ1t1es of said dealer," and "without 
just provocation,'' the court stated that 
the a;:mlication of the tem1s objected to 
can be fairly administered bv the motor 

\'chicles commission by apoh;,in?;.Jhe Qr- r 

.9.ir,ar,·,. n1 P 9L-i,ng of such terms. As to 
the other argument that the statute, in 
protecting the automobile dealers from 
unfair dealing on the part of the manu
facturers, violated the right to contract, 
the court held that it was clearly within 
the police power, the exercise of which 
was determined by the legislature to be 
necessa..ry to protect the dealers against 
unfair dealing on the part of automobile 
manufacturers. The court expressly re
fused to subscribe to the decision in 
General Motors Corp. v Blevins ( 1956, 
DC Colo) 144 F Supp 381, infra § 17 
(b}, stating as the reasons therefor, ( l) 
that the case was decided without the 
benefit of having the court of last re• 
sort of Colorado pass on the constitu-

tionality of the statute involved_~. ha·t· 
the case was not met with mu~· 

7 ALRJd .-\C10'!'-f0l\lLES --,;''1A:--t·FACTl:RER A:\'!1 VEALER 1 l ::.:_, 
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tion. and (3) that the opinion in the 
ca,.c made refrrence to othrr case, cited 
tn the contraf\· mereh- hY brusLin~ 
them off b,- stating- tlut ~the~ facts "·ere 
im·oh·ed. ~vithout- any attempt to dis
tinguish them otherwise. 

+ 
In Forest Ho•JW Dilllge Jnr, y Karns 

( 1%.':l, Wis) 138 N\V2d 214, the court 
sustained the constitutionalit of a sec
non o t 1e Wisconsin Automobile 
Dealership La,,· requirinl! denial of a 
deaiership license ao• !ir:.Hion of 111-

acturer in an\" ron1m11nitv 0r territor, 
where tlle ,rC'~enth- enfra~chised dC'aler 
or c eaiers ha\·e complied ,,-ith agrl'ed 
remHrenwnts of ~11ch manufacturer for 
adequate renresentation in such .:-om
mumt\' or territorv. Although the stat
ute did net apply to a manufacturer 
who a.cyuircs control of an existing 
di>alership or who seeks a license for a 
replacerncnt dealership, the court re- -
fused to hold that the classification bv 

the statute was unreasonable mereh·,: 
because all possih pot deolr : 
with at oni> time. As to the contention 
that the statute imposed an undue bur
den on interstate commerce, the court 
made short shrift of this argument by 
saying that there was no showing in 
what manner, if anv, the statute was 
~nconstitutionaL Neither was the stat
ute, the court said, so vague as to be 
unconstitutional, since it is the dutv of 
the court to construe the statute in ac
coroance with its legisJatjyP inten!. Fi
nally, the court concluded that the stat
ute was not invalid as an improper 
de~egation of legislatiw power, for the 
reason that the statute, properly con
strued, clearly set the standards that 
would authorize the denial of a license. 

[b J Held invalid 
In General Motors Corp. v Blevins 

{ 1956, DC Colo) 144 F Supp 381, the 
court held inyalid various provisions of 
a Colorado statute attempting to reg-

ulate -. dcJ.lings bet-.\·ecn automobile 
manuhrturer, a:1d de:ikrs. Bec;:;,use of 
tla· numbl'r ~11:d r;'iati\·dy diH-rse nJ. ture 
of the spccifa- 'ho!tlings made in th:s 
case. no citatior:s will be append<'d to 
the separate par;:;,graphs in which such 
holdings are stated. 

Thus, sections of the act making it a 
criminal offeme for a manufacturer or 
distributor to induce or coerce, or _at
tempt io induce or coerce, a motor ve
hicle dealer to accept defa-ery of 
unordt'red motor vehicles, parts, or ac
cessories. 01· to induce de;llers to order 
or acn'J;t deli, er)· of motor ,.-chicles with 
special features or equipment not in
cluded in the list price of the motor 
,·ehicle as publicly adYertised by the 
manufacturer. were held to create an op
pressive and unn·asonable burden on 
interstate commerce, the court pointing 
out that while the state may. protect its 
people against coercion, inducement is 
anothe1· thin". about which there is noth
in!! ilkgallv \Hon!!. the word "induce" 
m~aning tb persu;de by legitimate ar
gument or demonstration, and being dis
tinguished from "coerce." which is to 
compel by threJ.t or other wrongful ac
tion. The court said: "Salesmanship is 
part of the .-\rnericai:i way of life. The 
selling of ne\,· products requires induce
ment. If there is no inducement, the 
public acceptar.ce of the product is min
imized. If ne,\· products will not sell, 
there is no incentive to produce them. 
If there is no incenti\·e to produce, then 
progress has ended and stagnation has 
begun." 

That part of the act making it a 
crime for· a manufacturer or distribu
tor t(} refuse to extend to a motor vehi
cle dealer the privilege of designating 
which available transportation facility 
the dealer desired to be used in mak
ing defa·ery of new motor vehicles to 
him was held invalid, the court stat
ing that it could find no public bene
fit • from anythjng that ap-
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jurv.5 And, 2.5 in crir:1inJ.l cases gener:i.lly,6 a jury trial_. CYer! though guar. 
~-.rntced by a cor:sti~ution aJ provision, may be wain~d by an accused, and it 

is so pro\ided by statute in rnme jurisdictions.7 
. 

In a jury trial of a prcsccut.ion for a motor , ·chick or tr;i.ffic offense, the 
ba.sic rules g?·, erning th~ dut/ of the court to _instruct. the jury, including 
the duty to gn:c or the nght ~o ref use requested mstrucuons, a re those which 
apply in actions and prosecutions gcneraily and which are discussed compre
hensi\'ely else\,·here in this work.8 So far as the · propriety and accuracy of 
instructions on the law invoh·ed in a prosecution for a motor Yenicle or traffic 
offense is .. concerned, manifestly a holding that an instruction correctly or in
correctly ~tates the l;nv is a holding as to what the law is or is not, and hence 
inEtrucfrons as to such matters, or as to elements of the offense ch:irged, are 
treated in the earlier parts of this article dealing with those particular matters. 

§ 346. Questions of bw and fact. 
In a prosecution for manslaughter ansmg out of the unla,\ful or culpably 

negligent oneration of a motor vehicle, questions whether the defendant was 
in ~fact ii.to;;icated at the time when he inflicted the fatal injurics,9 or whether 
he was culpably negligcn t ,10 or whether his unlawful act ccntributed to, or 
v:as the prc:-:imate cause of, the death of the decendent,11 are ordinarily qucs
tiom of fact for the jury to determine, on the basis of the e\'idence in the case, 
under proper instructions from the court. Similarly, in a prosecution for 
criminal negligence resulting in the death of another, whether the conduct 
of the defendant was such as to constitute criminal negligence is generally a 
question for the jury, although under the state of the eYidence or the nature 
of the circumstances in a particular prosecution it rr:ay become a question 
of law for the court.12 In such prosecutions for homicide, "hcther there is a 
sufficient showing of criminal negligence to take the case to the jury is purely 
a question cf law for the court.13 

In a prosecution for driving a motor vehicle while intoxicated or under the 
influence of intoxicating liquor, the question whether the dcfrndant was in 
fact intoxicated or under the influence of intoxicating liquor i.s one for the 
jury where there is conflicting e\'i.dence in regard thercto,u but not where 
there i.s no competent e\·idence of such fact in the record.15 Where there is 
evidence but also uncertainty as to whether the defendant or another person 

5. fo Lat imer v Wilson, 103 NJL 159, 134 
A 750, wherein the corntitutionality of an act 
p rohibiting the operation of a motor vehicle 
while intoxicated was attacked on the ground 
that it granted to the court the 'power to try 
a criminal offense withou t a jury. it was held 
that the objenion was not well t,;ken, because 
the offense was not one which subjected the 
offender to indictment, and it was only in 
such cases that the right of trial by jury was 
guaranteed by the state cons titu tion. 

G enerally as to the ri ght to a trial by jury 
for minor ofTemcs and ordinance infractioru:, 
see JURY (Rev ed §§ 36, 37). 

6. See Jt::RY ,( R ev eel §§ 48 et seq .). 

~ man v State, 'J8 Ohio St 137, 

~ Jur 2~. Arn~!" _A:-;n ERR~R 
;:/ .. 10 cl seq.; T RIAL 1 1st cd ~} :J03 ct srn . l. 

9. State v Buege, 126 ;\le 223, 137 A 2-H, 
53 ALR 241; Potter \" State, 91 Okla Crim 
186, 217 P2d 8-H, 20 ALR2d 1416. 

10. Lipsey v State, 154 Fla 32, 16 So 2d 
439. 

11. State v Budge, 126 l\Ie 223, 137 A 244, 
53 ALR 241. 

12. People v Williams, 187 Misc 299, 61 
NYS2d 252. 

13. Sta te v Olsen, l08 Utah 377, 160 P2d 
427, 160 .-\LR 508. 

14. Potte r v Start>. 91 0kb Crim 186, 217 
P 2d 8-H, 20 ALR.!d H i6; Hes ter v State, 
196 Tenn 680, 270 S\\' '.2d 321 , -d 
568. 

15. Fid<lcr v State, 15~ Xcb 80, 33 NW2d 
.i.; 1 

... 

·.•· 

wa.< dri, ing the · \"Chtk at the time of the offcnsr c!--.~:rgcd, a qucstic,n for the 
. . . d 16 

jury to determme 1s r:use . . . · . _ 
As a general proposition, what constitute" re~:-:\, 0 dm_ rn,; <l_epcr.ids upon 

the circ~mH:mces of the particular ' cas~17 :-.nd 1s i!1crefore ordmanly to be 
cktennine<l fron1 the e\idence by the tncr of fact. 

Where the· c,·idencc supports the defcndar.it's theory ~hat he _droYe a .bor
rowed automobile without knowledge that 1t was equipped with a muffi~r 
cutout and under circumstances not shm\·;ng a w a,-: t of proper care _on his 
part, it is error not to submit to the jury the is, ue of mist ~~e of ~act, since 
it would constitute a valid defense in the prosecution for dnvmg without the 
proper equipment in reference to a cutout.19 

XVII. AUTO:\fOBILE DE.\LERS FR.:\~CHISE ACTS 

§347. State acts. 
A number of states haYe enacted statutes wh;ch wake it unlawful for an 

automo n ' r er to cance or re use to n:ncw tl1e:_ lranc .1sc o a;! 
a utomobile dealer without jw,t cause or ue rcgara t o tnc eaUJ 1cs o. ne uea er. 
The chief objecti\·e of such statutes is to .promote f_a.ir dealing between aut~
mobilc manufacturers and dealers and to protect cl:c latter because of their 
economic disadv::rnta"e in contracting with manufacturers. 1 

~ . 
Such statutes haYe been held to con~titute a b:,itimate exercise of the police 

_po~,-er.2 and the fact that the person<: to be benefited bv such a regulatory 
1111.--asu;·e are confined ra ooc clao0 af citizens. nar:1elY. amomobile dealers, does 

I . l . . . f th 1 • r 3 
not militate acrainst e same}el01_".' a eg1t1mate exe,ri 0 e oe pDU.C~ J.20W!:. • 
r urt ermore such statutes have been held nof to be so vague or mdefimte 

' £ h f ·1 .b 1 d i Th as to be unenforceable by reason o t e a1 ure to prescn e stancar s. e 

16. Whether one charged with driving an 
automobile while intoxicated, or his compan· 
ion, \,·as the dri\·e r of the ca r on the occas(on 
in question, is for the jury to determine 
where. thou,:h the re is evidence tend 1r.g to 
show that th'e companion was dri \·ing the car, 
a witness testified that he saw the car drive 
up and stop and the defendant get _cut of the 
driver's seat and there is testimony that the 
officer who ~rrested the defendant said to him 
that he should have known better than to 
drive while intoxicated, to which defendant 
replied : "I am sorry; I have done wrong." 
State v Coomer, .105 Vt 175, 163 A 585, 94 
ALR 1038. . 

• 17. §§264etseq.,supra. 

18. State v Call. 236 NC 333, 72 SE2d 752; 
Usary v State, 172 Tenn 305, 112 SW2d 7, 
114 ALR 1401. 
Annotation: 52 ALR2d 1370, § 31. 

19. Kellum v State, 110 Tex Crim 260, 7 
S\\'2d 1078. 

20. E. L. Bowen & Co. v American Motors 
Sales Corp. (DC Va) 153 F ~upp ~2; Wiliys 
1\fotors. Inc. v Northwest Ka1ser-W:llys, Inc. 
(DC 11inn) H2 F Supp 469; Kuhl Motor Cc. 
v Ford 'Motor Co. 2i0 Wis 488, 71 KW2d 
420. 55 ALR2d 467. 

G ene.ra]],·, as to the c:rncellation of con• 
tracts of a;e::cy, see. 3 Am Jur 2d, AGENCY 
§§,16 et seq. · 

Automob,:e D ealer Franchises. 66 . Yale LJ 
1135. 

Auto:nobi:,,, }.!;nufacturer-Dealer L egisla
tion. 57 Cd .L Rev 219. 

1. Kuhl 110:or Co. v Ford Motor Co. 270 
Wis 488, il X\\'2d 420, 55 ALR2d 467. 

2. Wil1vs 1,fo:ors. Inc. v :Nonhv;est Kaiscr
Wilh·s Inc. (DC Minn) 142 F Supp 469; 
Kuhi }.fotor Co. v Ford :\Iotor Co. 270 Wis 
488, 71 KW2c -l-'.20, 55 ALR2d 46i. 

3. KurJ :11otor Co. v Ford 11otor Co., supra. 

4. E. L. Bow <'n & Co. v American Motol:'3 
Sales Corp. (DC Va ) 153 F Supp 42, where
in the court held that the werds "unfairly, 
without due re.c:ard to the equities of a dealer 
and without j ;.;;L p:-ovocation," as well as "co
erce" and "t}:rea:en" as set forth in a Virginia 
statute, were apparently desigr>ed to p.:rn.it 
evidence reb tir, ;, to the coune of dea!mgs, the 
nat , of the b..:~,,.,~ss, the custom of the trade, 
th e~,cing up to a failure to renew 
th e. ,:,r. a threatened cancellation 
thcr :-.c ~;:;:,er factci:rs to .be considered .by , 

· •tl,,-. r,ntrl nr· ;+,,.'-. l,p>;1r1~u tk, ..--,eA<: ' :,' 
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/ 'c_on;;timtim:::ility d such ~t:tt~l~:~ _\:is alrn been up~d~ :1_s a?1inst ~he contentio:/·,, 
" ·. tl1at they vwbtc the cqu,d p,, ;n:1.c,on and due proLe~~ ( lau~,:s of the Fourteenth 

,\mer:cimcnt/ or that they ;:i_re repugnant to the con, ::tutionai p,0\-isions pro. 
hibiLn:; the impairment of contract.s.6 

A c?n!ract _b~tween ar: automobile manu_facturer ~d. a . dealer authorizing / " 
canceltat10n or tne franch1se by .the former '\'.'lthout cc.1ch.t1on except as to notice , 
should be interpreted to pcrrr~t- cancelbtion, on due notice, upon any ground 
except one ccntrary to the prov1swns of the aforenoted ~tatutes, making it unlaw- .. 
ful for a m anufacturer to pnfairlv c:rncl a dealer's 1icense w.ithout provoca- =· . 

tion and without considering the dealer's equities.7 In other words, the auto
mobile manufacturer under such a contract can cancel a dealer's fra.'1chisc ---, 
only upon a showing of just cause.a · 

§ 348. Federal act. 
The Federal Automobile Dealers Franchise Act, which has also been referred 

to as the "Automobile Deakrs' Day in Court Act,"9 permits an automobile 
dealer to bring suit against any automobile manufacturer engaged in commerce 

j.QI damages arising from the failure of the manufacturer to act in good faith 
fo perform;r.g or complying with any of the terms or provisions of the franchise, 
or in terminating, canceling, or not renewing the franchise of the dcaler.10 

The policy behind the enactment of such act was to establish a balance of power 
as between manufacturers and dealers in the automobile industry by curtailing 
the economic ad\·antages of the larger manufacturers and increasing those of 
the de::ucr.11 To effectuate this policy, Congress created this new cause of action 
permitting a dealer to reco,·er damages from manufacturers for failure to act 
in good faith in terminating or not renewing the dealer's franchise. 12 The 
dealer is to be given his day in court on an allegation of bad-faith termination, 
regardless of the legal import of the words in the contract which he has signed. u 
By statutory definition, "good faith" is restricted to a duty to act in a fair 
and equitable manner so as to guarantee freedom frcm coercion, intimidation, or 
threats.14 The plain-meaning construction of the definition would give to 
a dealer a cause of action onlv if the acts of the manufacturer are not fair and 
equitable and are coercive.15 

• The act also provides that in any such suit the -
~ - , 

S. E. L. Bowen & Co. v American 1fotors 
Sales Corp,, supra. 

6. Willys l\·fotors, Inc. v .Northwest Kaiser
Wi!lys, Inc. (DC Minn) 142 F Supp 469. 

7. Kuhl Motor Co. v Ford Motor Co. 270 
Wis 488, 71 N\V2d 420, 55 ALR2d 467. 

8. Willys 1fotors, Inc. v Northwest Kaiser
Willys, Inc. (DC Minn) 142 F Supp 469. 

9, Woodard v General Motors Corp_ (CA5 
Tex) 298 F2d 121, cert den 369 US 887, 8 
Led 2d 288, 82 S Ct 1161 , reh den 370 US 
965, 8 L ed 2d 834, 82 S Ct 1584. 

The Automobile Dealer Franchise Act. 25 
Geo Wash L Rev 667. 

A'-!tomobilc Dealer Franchises. 66 Yale LJ 
l 135. 

Automob,le :Manufacturer-Dealer · Legisla• 
<on. 57 Col L Rev .219. 

10. -22. 
G e~ the ~cellation of con-

B94 . . 

tracts of agency, see 3 Am Jur 2d, AGENCY 
§§ 46 et seq_ · 

11. Woodard v General :Motors Corp. (CAS . , 
Tex) 298 F2d 12i, cert den 369 US 88i, 8 · :· 
L ed 2d 288, 82 S Ct 1161, reh den 370 US - . 
965, 8 L ed 2d 834, 82 S Ct 1534. •· 

12. Woodard ~- General 1v!otors Corp., su
pra. 

13. Barney Motor Sales v Cal Sales, Inc.. 
(DC Cal) 178 F Supp 172. 

14. 15 USC § 1221 {e). 

15. Woodard v General Moton Corp. (CA
8
! 

Tex) 298 F2d 121, cert den 369 US 887J.;; . 
Led 2d 288, 82 S Ct 1161 , rchden 370 l:3 

965, 8 L ed 2d rs.;, 82 S Ct 1534, wherein 
the court ~aid that it is not strange or shock-. 
ing that Congress should have restricted,~ .· 
cause of action to cases involving coercion, .. 
since .on_e of .the prir:cipal evils which .. , . :'i . 
was designed to remove was the exer .. ' 
pressure$ by the dcmi,nar.t automobile ,/.,; 

' ' . ;_:., , ,' • ,• 

J '). 
; :\!ii ur _u :U:T0:.1QBILES A~D HlGH\\'.\Y TR.\FflC § 349 

r · 1 1' · l ·b d from assertin,'.!_ 111 l. lefrme the fai1 ure of the n:lnn.arturcr. s 1a t not. 1\~ arre _ 
dc:1kr to act m good fanh. , . _ . 

\n automobile manufacturer is not preduc:cd hy the Aut0m_ob11c Dca~crs :_ 
· f · 1 : - , !'ct fr··cn1 includin" '. in its con .. tract with dealers rec u,rcrnents that. l ranc,1,::,e _,,., " . .:- · J d 
de::ckrs n1ust pr?vide proquct rcprcs~.:1tat10~ corn1_:1e_nsurte~ w1th, ._t :e g~o- ~,? 
will att:1chcd to its tradcname and fac~11tate_ tne prol-'e' sa:e a.,d ser .icmg o': its • 
motor \'Chicks.11 The manufacturer is entnkd to barg::i,m for the P;otecuon 
of its "ood name, to pro,·ide for the trade accepta_nce _of HS ,varcs, :rna to -~a_, e 

. 11':.
1,1c expectation that those who are mar:S.etmg 1L, cars ha,·e the fac1lmes reasv ,,u • . - 1. · tl d f 

-:for coping v;ith the s::ilcs efforts of those who arc dca mg m 1e pro ucts _ o . 
, n •-.• ·1, 0 ·rs is The (Tood~f aith requirement of the act does not prevent a 

COJ.1 -l C • • ~ . , d 1 h 
m:m~ifacturcr from tc~minating a contract with a dea'.cr ,~·here the, ,ea er . :lS, 

. ~ loll"' period of tin'ie violated a Yalid and rnaten~il c!.lu~e cf tne contract o, er "' _,. , . . . . . , , f •. c 
an<l h::i.s failed to comply with the contmu11:~ m,1ste1x? or tne_ m~~u ac,ur r 

., performance 19 Nor dues· the act curtail the manu! ;cc turcr s ngnt to can-
uDo,. • . . . f 1 . d ·t 

:1 r not to renew an inefficient or undestrablc dealer s rar.c .-t:se, nor oes 1 

~~cc~c present channels or methods of automobile distribution. 
20 

P.-\RT FOUR 
' LIABILITY FOR INJURIES A. ';D DA?\L\GE FROM 

Oi>ERATION OF VEHICLES 

XVIII. IK GENER.-\L 

§ 3f,. Generally. . : . . . . . 
This part of the article deals wi!h ~~e specific apphc~t1?n of the pnnop1cs of 

tort and negligence 1aw to civil liability for _person;a m3ury. •:T.ongful <l~ath, 
and property _damage resulting fr°.m the operauo;1 of moto~ an~ hi~~'~'a.:: v~h1?l_es~ 
:'.\fattcrs relatmg to trawc rcgulat10n and _con1:o, general_]), :m~ cn .. 1.n,J ha~,ht: 
and prosecution" in connection with the n o!at1on of particular tr:. ffic :egul~uon~, 
are discussed in preceding subdivisions of this artick.1 Otl:er articles 1_n this 
work deal ·with the liability of a municipality for the negligent operat101: of 
motor vehicles,2 liabilities for injuries resulting from defectiYe streets and high
ways,3 and the· liability of railro.'.3-ds for injuries resulting from collisions between 
motor vehicles and trains.• · · · 

fa~turers upon dealers to ac~~~t aut9mobiles, 
parts, acccsoories, and suppl11~s wh1~h they 
neither needed ncr wanted, . and · which they 
felt their market would 1_10t absorb. . 

16. 15 USC § '1222. ,.--

17. Woodard v. Geneial , fot6rs Corp. (CA3 
Tex) 298 F2d 121,. cert den 369 US 887. 8 
Led 2d.288, 82 S Ct 11 61 rch den 370 US 
965, 8 L ed 83-t, 82 S Ct 1584. 

18. W~dard v Gcn~ral i!6t6rs Corp., supra. 

19. Woodard v General Motors Corp., su
pra wherein the court s."1id th.at there w;u 
no !ecislati"e intent tha t the prohibited coer- , 
cio!! ·;hould in£lude a threat of cancellation 
if there ihould be a pfolonsed failure . on the 

part of the c!caier to heed :1:e recommenda
tions or yield to the persu:mon of the m:mu
facturcr that the dr :,,ler make · a b ona fide 
effort to compiy with its undertakings. 

20. Staten -I sia:od 1'-fornrs, Inc, v American 
Motors 52.les Corp. (DC :1-,;J ) 169 F Supp 
.3i8. -

1. § § 168 et seq., 312 et seq, , supra. 

2. Sec M.:::s1c1rAI. Co:,,!'ORATI0:-15, CouN• 
TIF.s. A:-1D OTHER PcuTIGAL Sulii:>1v1510:'>'s 
(lst.ed § 612). 

3. See HIGHWAYS. S,Rl:ETS, -":-.,;; • BRIDGES 

(1st ed §§ 342 et seq.). 

. 4. 5,, .('"'d H11lil <1 ieq). ·. 

-. :.>.:,. ft C 
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• 1 . t' . f I f "ti d ti " t " - I c\\"O .mstc 1ss11es: I1e mcarnng o gooc a! 1 an · 1c na ·urc ot l 1c r,_• :nc(: 
1 

including- the questirin nf darna.:;·cs. 1n addition, opponents of the bi:i wi!1 ;:,,,:.~ 
ably challenge its constitntionality. 

I 
C 011stitutio11ality •' ' ' .. . , 

Tvpical of the manufacturers' view on the constitutionality · of th~ •.t·~t ::· .. 

the arg11ments of the Gc1,cr::l r·nim,d of the t'J_r<j_ ~,fotrir (~mp:rny. Th , :.: , 
the traditior.ai sanctity nf co!1tracts :m<I p:·olti 1Jit: cm of ch:-s leg;$]:1tion- Uw, 
with atta,ks on the •;agueness of the statutory critcri::i. 

''\\
1c believe that tl:c p~orc~ed l~~!slation ra: ses a nunibcr oi ~·~t .~ t. 

constitutional~1estio,1s ... Tl:cs~ qnc, tions incl:.irlc , in addition ~., ,::.-. · 
ra~d hy the clas·s i,S])'~ ::: ~s nf the r, r np,,~crl lq .,i~lati 1 1:1, thE; ohjl;,:1i,,ns '.!::< 
the propo~cd legisiatio11 -.rn~1ld: 

v · ( 1) "\_~liate th,: tr;rn1s or e::;~~ing- c0ntra½ts, LJ:S.'.;::.:_;,.'......a.r;t:iyeJ ;_tt 1 ,, ! ,,-: v, 
priYate parties, ,,1~,J nu:Ii(y ,!1c :·; ;;l1ts c1f tl,e partir:.s unckr them; 

(2) i,:estrict the right nf private parties tn c01~t,-acl fr~e~>' in !he h,:- 7 '., 

and to chrJose '.vith whnm thev wiil enter -into and crmtinilc hi: :· i,•r- ~-. ~ .. _ 
relationships; • 

v (3) foil to rnecl the test otst2.tutory rer ta ;nty hcc;;t:se rJi the :,_-,,~•1:·1,;:c, 
of its laiig:;:nge anr! the 111)Ce,·t;;in mtttrc r, f the duties and nhli;'.ctf ion, t. : '.! 
it imposes; and 

( ·~) i11\'oll•c it1_111Plll cr:--e! (•l·~gati 1irJ. _'lf JPgisfafr,•c .,\llt hority Ly tl1,:, r ·,,: 
gre~~-!0 the rnurts k :c:ai,sc of tbe generality and arnbisuity ~•f its 1<.:--11: .. '\" ; 
the hi.ck of deftnitc::c ,;s uf the lll'.V stah1t0ty r!11 tic, imrnsC'. c.l q ;,r•n '.':: 
parties. "271 

J :1dgcd by rclc\'ant S1.1;m2111c Cn:irt decisions, these arguments arc 7: •l ·:,!:-: 

vincing. The "clas:; asnr~tt'' oi the :ict ~~~_D.Q.!_j_)_!'_S'J . .CJlt j\ .,' r, ri ~• i1s J"-, •' 1:•·::1 ': 
con~titutinnal G-~:-~ ~!;Ce c,1111.;-rr ,<1,:rnl '.'.:'.tirm umler 1hc C')J_]llllCl'Ce ,·fo:n· ;, .. ,' 
limitd hy the cn,~;11 p rc-tc,:t iu11 r b :.1 ,:c .~.~ Trnc. fcrl<>:·:tl 1r_::is1:ttinn 1!:,.-: -;- · . .. 

s~·rvr. the li·11;: ;,1in11s ,,f the d·:c 1·rr,c-·.-:s· c!;tl'ic. l\ut a f'. 0dC'.r:il , .,,_: 11'. 1: "· 

with •;ta;1 ,l 'ttt;:cl-: on this grr: unrl abs:-1,t a ~h··.,·in6 th2.t it rr- ~ulterl it' " r:l :u< ;· r,.·: 
- - - • • •• • ···- 0 ' f ' ·. , · ' 1 ' 

S:1!.;z~~-~~:~ ~~~~-~-1! __ ~-~t!_s·,n--?.~1 1.tn 1 le~·~a!-:1ng- \vn1ch 111 t111s contc.::.: t ::: ce111s 1.~1: 1;1;:.:: 

i;,..ilure. 278 

Si111ilarl,·, t ii r: 2'."g"lm~r n l_ !; cla in1:n;; fn~ the n'"[t:ircmcnt r1 f gnr.J :.! '::ith :' •. _';
"v·1'1·1· " tes tl1c •,--,11s ,JI' '. ;- ,. ,.-,-i,•: '1'' rn1·•r•,ds fr ee!\· "··1·i,rr•r l ·tt l 1f' l \'." :: (•JI ·1 -~' . ... a ~,. 1 .. . ,. , .1.._. , . •. . L J . 0 \ . . ..... . (.~~., ,1'·· ' ·· ' < -· 

, ;-,.-:1··,,s: · - n11li'1i,-,,: ti,,.; "i ,!its (Jr ti1c 1·:, .. •1·,,,: t•1ir1er tlJ"" l 'ti •rl r 0 ~tri··!, rl, · .:_ l 1 .. ... I. -· • , , • • I j L ..... , ... ,. --~. . • . JJ • . , l - • · , . s. l •.. . ( I '-- ,. '-

of p:-ivate j1arti-:::., to (:nn t,·::c~ fr cc·1y' ' :·prcar incffr::tivc in li-;ht n ;· ~- :; ····. 

Court r :1linl;'S. T11c (,;\1rl !l,\ S rnl:-:1 ti1"i1t-"f~~ic:-::l ,.,~;{,1;·.:011 r,f [\'. c, l'.' C', :::: :: 
- ... . .. - - - · ·- _u --•"\,... '- · . .._'--_) _ · \ ..__ .,_ .... -· .· -

b0 •·e-:l \l jY "ll r;,,~•s 9rn·_-:,-, ,F:,- a~, .. ,: .,.,,d 1,v tbc -,.;:.:nn ·r ;; ,,;,Jatr>d I~ ;'. '°' '· ; · 
- .. ~ .. i , . -- , .. ~ ---~ _ .- ~ : •.. L, _ _ 1 _ --: ' -__ ·_·.· J . __ (. _ .... -1'--"t - ,_ .'. ~., ... · l' ·· ·•:·. --o~~- --~-- __ 

cases 0£ irrc::on~'.b',l e ::on'Ji ct. 70 STAT. 11:'.Vi, 15 'J.S.C.J\ . ~ 1225 (Supp. 1951;• . 
n::sion of the pr,:_,hic;,11, S':c: y r;te , i) HA!(\'. L. R!-:,·. 1239, 1252 ( i957). 

271. I I.A>. JI crr:-:i~gs, !) :•ale;· Frant !1 ists 223-84. 
2i2. :cun,hine: :\•1(hr:•.cite Coal Co. Y • .-\::J.:ii;s, 310 l'.S . .,c;J, -1:)J (1'1~111 ; ! .: 

I ~on \Vt•rk, ·.-. 'Jnit•:·l S:,,: ,_:s , 2~(, "C.S. 3i7, :,'.>1-92 (1!121). 
27.3. Ser: Curr in\'. \'/Jllace, 2'.i', -U. S. 1, 14 (l'.i3)); Stc\\'~rd :-.l ;!chine Co. v. ,,_.. 

U.S. 5-1S, SS.:J- ii5 (19.17). ,c: ' :e ;,i ,,) Brc,·.rn .<;: Cc1n-.,_. :i 1, s:1fra i: ·,tc 2.'.·l, at 23.3. 

I 
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,, , ., . , ' .. ·: 11,, li Llll1u;1. 1 , , ,u 11 , i "r op1i;1 ,n,, the L·lllirt f,iund it "in-
Z:o,{cei\";;t1e'"fl1al:-illc ·~~"ircisc of tli e ,nn1111crce power "111;,.:.• he h:11111x::·cr] or 
restri cted to any cxtc!lt hy cont.-a~ts jWC'.' i0\1slr 11ndc bet.,ve, ·n i11 di,·id 11 ;ds <•r 
corpor;t!ious." 2i::. The bill a lso app '.:2.r s to m~·c t the st;::1'bn ls <)f the Fifth 
;\111c!1d111ent . iz1:gt_i_la!i?11 d12signcd _ t, ) _pr_~tcr;LrnnH.:._p;1J1_lii:: int::l:<.'~ t _c2.n _ Ii ~•1 it tl}f'. . 

t rc!:_ci itional right of freedom of c0ntr~':ct. And, qyer tlts:. h st _tY:o decarlc s, cntu:ts_. 
-alnioi t \V ith;)ltt . cx~ei1:·i;:;,r.· l~\'C- ac.cer: ted the j L;<l grncn t of the lcgd'. •urc \) 11 the. 
-~;0,it;1{'.:i 9.c ~~pub_l_ic __ intcrcst. ~.c Fnrtlier111orc, int~~(~!~ing a good frjth p_ro_-
_ v::i~i~~- i1 ~to _<.'xis_ti!_1g_ fr anch ises. h(,rdly__::·iol::,t~_s _the. due process n.:q01iren,c ,1t, . 
particularly s_i,1ce the de:d er is gi,·e1; a cause ur action o:-ily f11r tlios ·~ hre;1ehes 

-occ1-1rrl'i1g ~fl~r Ll~c_ act i1as ·gone irit ;-;· ei'lect.:!'i, · T i;i~ -~,rn ..:l n;1011 is h11ltn:, ,;l'ri 
-bi· ti1e com ts ' incrcc1 si11g tcndcucy to re.ld an in,plied dury of go,)(\ fa1~li intr; 
existing conlrz,cts generally.~.H Finally, the challenge of ,·agueness is cqu::-, ily 
unconvincing. In distinguishing between coercion, intimidatiun, or threats oi 
coercion nr intimida tion on the one hancl, and recornrnendation,;, enforcement, 
exposition and persuasion, urging or a r6 u111ent 011 fo e ri ther, the statute frilk,,·;:; 
a well-recognized pattern of ju<lici,-.1 intcrprctatiun .~rn 

Good Faith 

The goocl-faith rer1L1ireme11 t m:i.y 1,e ch:i.llenged .ts fa iliui to offer;-, ,,.,ork:i.h!e 
111e;u1s of c,mtrnlling the dealer-111a;111faclun·r relations!1 i;l. The act •~ oppo
tient s have ar,;ued that the franchise: ha~ co11ti111irm:'1y lici:;1 improved, that t he 
inevitable c•m.;equence of the 2.ct will he "tu encotl!',tg1~ the parti.(,s ro rcga!·•l 
themselves as legal antagoni~t~ rat.he r than c1 s partic ipa1;ts in a hus itH~ss \'t ,1lurc '' 

and tlrnt the climate of co-niwratin;1 pre1·aili11g until the a(: vcnt ,: f th e_• r,c-.·; k:.~is
lation wiil be replaceu by a "litigious atmo:-;phere."~s') Predicting that adrt:ini-

7 274. Flcminf v. Rhorks, 331 FS. 100, 107 (19-l?). 
2i 5. Luui sYili e & r-".R.R. v. ;,.[ottl cy, 219 U.::i . .J l,7, 482 (1 'J 11). 
2:6. Sec Daniel v. Fa1:1il)· S ecurity Li fe Ins. Co., 336 l ; .s. 220 (1 9-D) ; l:nitd States 

v. lJarby, 312 U.S. 1()() (1941). Kor is the ,tct'~ cxtt11sio11 of r rn1cd / to (J il ly t ln: 1.kalc:;· 
ct>n,ti tuti onally ohjcctiua;.:ble. Sec ~ LRB v. Jones & Laughli :1 ~V:,2! Cor;,., 3<)1 U.:-:. ! , 
40 (1 93/). 

2i i . Sec 11otc 266 supra, 
278. Sec, e.g., Parcv Products Co. v. I. R okcach & S ons, [nc. , 12.; F.2d 147 (2d Cir. 

1941) . Bu! sec Bushwick-Decatur :.\[otors, Inc. Y. Ford ;,_fotur Co., 11 (: ]0.21\ 6i5 (2d Cir. 
19~0) ; Biever Motor Car Co. v. Chry;;!cr Co rp., 10:J F .· Su;:ji. 048 ( D. Co11n.), a!i''d {er 
rnrirmz, 199 F. 2d 758 (2d Cir. 1952), ccri. dc11icd, 3-i5 U. S. 942 (1 \153). See ,.!so Kr, sicr, 
A ;·l111tr Lii:!011 Corbi;1-,l Tribut,,, 64 Y,\r.r: L.J. 164, 16i (l'J;i :.) ; l\u'.,·, 10 Crnx::;.1. L.•.J. 
CO.'l (l934 ) . 

2i'9. T he pattern is illustrated b:,· F ord ).~c•tur Co. \'. l ..7nitcrl Stutc,, 335 U.S. .'liJ3 
( 19-l-S). On thP. constit11t io,1ality of the act gencral iy, sc,: Bro·:,n I'.: (Gm-;i ll, A:1 ir, ;,1(}t•ii c 

1lfa1111/ac:urcr-Dealcr Lcgislatic,n, 57 Coun.r. L. Ih:.'. 219, 223 ( 1957j ; l'ir, tc, 70 H1,1:\'. 
L. REr. 1239, 1250 (1957) . 

280. H.R . Hearings, Dealer P1·a1ichiscs 284 (statcm~nt o~ t lt~ F err1 ~futl)r (0.). Sec 
- al.;n the tc,timony of the gc:1cral cc, ,111 , cl of t!Jc Ford :,rotor Co., id. at 3iG -2'.J. A ttt rn pts 

to in sul;. te the manui,:ctt:rcr fro111 litigation ha\' c licc11 i11tro cii.'. cc,J into 1'<:C<'llt fr :lllrlii,e 
agreements. Sec, e.g. , 1957 Ford Sales A;;-r,~emcnt ts 2tg) , 25. 
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