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The meeting was called to order at 7:30 p.m. in Room 213.
Senator Thomas R. C. Wilson was in the chair.

PRESENT: Senator Thomas R.C. Wilson, Chairman,
Senator Richard E. Blakemore, Vice Chairman
Senator Don Ashworth
Senator Ciifford E. McCorkle
Sepnator Melvin D. Closa
Senatonr C. Clifton Young
Senator William H. Hernstadt

ABSENT : None

OTIIERS John Reiser, Chairman, NIC

PPESENT: Don Heath, Commissioner, Insurance Division
James Wadhams, Director, Department of Commerce
Mark Solomon, Las Vegas Hiltcn and Flamingo Hotel-Casinos
Chuck Knaus, Supervisor, Property Casualty, Insurance Divisio:
John D. Taylor, Assistant Personnel Director, MGM Grand Hotel

Norman Anthonison, SUMMA Corporation Las Vegas

Richard Lance, The Gibbons Corporation . :
Allan Kaufman, Peat, Marwick, Mitchell and Company
Patty Becker, Nevada Industrial Attorney

Chairman Wilson announced that this evening's meeting is not a hearing
but a work session on Assembly Bill 84.

AB 84 Permits self-insurance of workmen's compensation
risks; modifies administrative procedures.

Chairman Wilson referred to section 2,

John Reiser, Chairman, Nevada Industrial Commission, presented Exhibit
A, and suggested that "and administrative" be added after "financial"
on line 6, page 1, section 2.

Don Heath, Commissioner, Insurance Division, explained that this would
be covered in other parts of of the bill.

It was decided to delete "financial" from line 6, section 2, page 1;
and deal with it elsewhere; line 10, section 3, page 1, refers to NRS
617, not NRS 616.

Don Heath suggested a revolving type fund that would handle additional
actuaries.

James Wadhams, Director, Department of Commerce, explained that insurers
must account for reserves funded by assets which are reported on a fi-
nancial statement on an annual basis and are subject to examination. Mr.
Wadhams explained that the reason for the reserve requirement is to in-
sure that the claims are not paid out of the cash flow coming in and

out from the other business operations. ij§jj}
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Mark Solomon, representing the Las Vegas Hilton and Flamingo
Hotel-Casinos, explained that workmen's compensation requires a
higher degree of responsibility than any other insurance. Em-
ployers he has worked and talked with, agree that the 120 percent
referred to on page 9, section 4, is not an unreasonable amount
for the first deposit.

Mr. Reiser suggested that "incurred"” be inserted after "annual"
on line 10, page 2. Mr. Solomon disagreed with that suggestion.

Chuck Knaus, Supervisor, Property Casualty, Insurance Division,
explained "incurred" as follows: "if you have a guadriplegic
who is going to have a certain amount of income over his life
expectancy, plus a certain amount of money to pay his medical
bills, you fully fund that now." He continued that the intent
of the bill is to still have the claims fully funded.

John D. Taylor, Assistant Personnel Director, MGM Grand Hotel,
Las Vegas, referred to his letter of April 13, 1979, in which he
explained agreements between the Commissioner of Insurance, em-
ployer spokesmen, and certain members of the Assembly's Labor
and Management Committee (see Exhibit B).

Mr. Knaus further explained that the initial deposit is only 1
dimension of making sure that the employer's liability is fully
funded; he continued that the Insurance Division would have the-
discretion to increase or decrease the deposits.

Mr. Wadhams referred to lines 19, 20, and 21, page 2, and ex-
plained that there is some flexibility in this calculation, but
that the reserve requirement is to insure the continued ability
of the self-insured employer to pay the claim.

Mr. Solomon explained that there is no need for the 120 percent
deposit of incurred claims, because they will be handled by the
prior insurer, which is the NIC.

Mr. Wadhams explained that when an employer applies for self-
insurance, the Insurance Division will look at how much the first
deposit should be; .to arrive at that, the last five years' exper-
ience will be reviewed. Their expected annual cost, of claims

for the next year will be 10 percent over the average for the past
3 years.

Discussion followed during which time it was decided to amend the
language in section 4, paragraph 2, line 9, to read as follows:
"The first deposit must be in an amount reasonably sufficient to
insure payment of compensation; but in no event may it be less
than 105 percent of the employer's expected annual incurred cost."

Mr. Wadhams suggested that on line 21, after "with", "chapter 618B
of NRS and his" be inserted.

Mr. Reiser suggested that in section 5, there should be language
such as; "the insurance commissioner may assess all self-insurers

Comitce Mimmis | 1520
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. (AB 84 - continued) ;
to fund losses by an insolvent self-insurer.”

Senator Young suggested that on line 31, page 2, after "order" insert
"payment of any claim" and delete "of an appeals officer or a court of
competent jurisdiction",

Senator Close suggested that on line 37, page 3, after "insurance" insert
"gives 10 days' notice" and delete "take action".

Discussion followed regarding the amount of time allowed a company pro-
viding a surety bond for termination of liability to give notice to the
commissioner of insurance and the employer. Thirty days was decided to
be an acceptable period.

Mr. Wadhams explained that if a self-insured employer doesn't requalify
by putting up cash after the surety bond has been terminated, within 30
days the employer must obtain insurance from NIC,

Mr. Reiser suggested that the insurance commissioner be empowered to
impose an administrative fine if a self-insured employer violates any
of the subsections of section 7.

Chairman Wilson stated that sections 13 through 21, the hearings and
appeals procedure, has been taken out of NIC and placed with the Depart-
' ment of Administration. ‘

Mr. Wadhams explained to Senator Close that lines 13 and 14, of page 3,
are intended to track with the trade practice act that relates to insur-
ance companies. This act provides that if an employer makes a practice
of offering substantially less than any reasonable person would feel that
that benefit was entitled to. Mr. Wadhams referred to the unfair trade
practice act as follows: "compelling insureds to institute litigation
to recover amounts due under an insurance policy by offering substan-
tially less than the amounts ultimately recovered."

Senator Close asked, once the money is due, what does the employee have
to do to get his money?

Chairman Wilson observed that if the claimant is at staff level, he may
be dissuaded from a reasonable settlement by threat of sanctions against
his job; if he's in the hearings level, and the settlement is not due,
and even if it is due, and the claim is final; he shouldnot be forced

to settle the claim in fear for his job. Chairman Wilson stated that

is the intent of this legislation; but it is not explicit.

Discussion followed during which it was decided that the commissioner
of insurance may .impose an administrative fine, not to exceed $500 for
each violation, and may withdraw the certification of a self-insured
employer (see subparagraphs in section 7).

Mr. Wadhams referred back to section 5 and suggested additional language
after "thereunder" as follows: "makes a general or special assignment
for the benefit of creditors".

(Committee Minutes) jiS:&l
T
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(AB 84 - continued)

It was additionally decided to amend the language on line 15, page 2,
to read as follows: "the commissioner of insurance may consider the
nature of the employer's business, the financial ability of the em-

ployer to pay compensation and his probable continuity of operation.”

In section 8, Mr. Heath offered the following language for an amend-
ment: "Before any action may be taken pursuant to subsection 2, the
commissioner of insurance shall arrange an informal meeting with the
self-insured employer to discuss and seek correction of any conduct
which would be grounds for withdrawal of the self-insured employer's
certificate of self~insurance."”

Mr. Wadhams suggested language as follows: "Before the withdrawal

of the certification of any self-insured employer, the commissioner
of insurance shall give written notice to that employer by certified
mail, that his certification will be withdrawn 10 days after receipt
of the notice, unless, within that time, the employer corrects the
conduct set forth in the notice as the reason for the withdrawal or
submits a written request for a hearing to the commissioner of insur-

ance."
Discussion followed regarding section 9.

Norman Anthonison, representing SUMMA, and John Taylor explained
that during the conference between the insurance division and the
employers, a compromise had been reached that provides that "the
security deposited under section 4 of this act must remain on ‘de-
posit for a period of at least 36 months."

Discussion followed regarding section 1l1. Numbers 1 and 2 were
amended to read as follows: "l1l. There is hereby created in the
state treasury the administrative fund for workmen's compensation
provided by self-insured employers as a special revenue fund. The
commissioner of insurance shall promptly deposit into the fund all
money collected under this section. The money must be used for the
purpose of defraying all costs and expenses of administering self-
insurance programs of workmen's compensation. 2. The commissioner
of insurance shall establish by regulation the application fee for
prospective self-insured employers. The fee must reimburse the com-
missioner for expenses incurred in acting upon the application."

Mr. Heath suggested deleting the language after "than" on page 4,

line 36, and ending inclusively with "coverage" on line 37; adding
"2 1/2% of the employer's expected annual claims expenditures."

Mr. Reiser referred to his proposed amendment and suggested the new
language for section 12 (see Exhibit A)

Mr. Solomon objected to the January 1, 1980 deadline.

.Discussion followed regarding the January 1, 1980, deadline, and

it was decided to omit it.

~Chairman Wilson announced that the amendments would be submitted to

the bill drafter and copies distributed among those present and then
(Committee Minutes)
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(AB 84 -~ continued)

AB 84 would be re-referred to the Committee for review.

Mr. Reiser referred to section 14 and suggested that it be deleted
or amended to provide that the self-insurer would share in an ad-
verse change in experience as well as sharing in dividends., He
agreed toreview this section with the self-insured employers and
report back to the Committee.

Mr. Heath suggested that on line 23, page 5, after "records" insert
"interview the employees”; on line 26, page 5, after "sioner," in-
sert "the sufficiency of reserves and the reporting, handling and
processing of injuries or claimes,"

Mr. Wadhams suggested that line 37, page 5, should refer to NRS
679.310 rather than NRS 679.370.

Mr. Heath explained that the insurance division had done a fiscal
note on AB 84 and learned that in the fiscal year of 1978-79 an
expense of $85,000; in 1979-80, an expense of $90,000; and in 1980-
81, an expense of $100,000, would ba necessary..

Mr. Reiser referred back to section 16 and suggested that "without
cost to the commissioner" be deleted, Mr. Heath disagreed with
this deletion and explained that the insurance division hasn't the
budget to provide for that cost,

Chairman Wilson closed public hearing on AB 84,

BDR 32-1803

(sg 525)

BDR 48-1800

(5B 522>

BDR 46-1802

(58 524)

BDR §-1805
(5B 52()

BDR 2125
(scr 39)

BDR 58-1776

(5B S28)
BDR 54-2101

(8 529)

S Form 63

Increases types of buildings for which allowances
against property tax is granted for systems of
heating or cooling using renewable sources of

of energy.

Declares that geothermal resources belong to
the public and requires state engineer to adopt
regulations governing development of those resources.

Requires department of energy to adopt regulations
to govern marketing of devices for reducing comsump-
tion of energy and devices for use of solar energy.

Makes appropriation to department of energy for
research and demonstrations in solar energy.

Directs legislative commission to conduct study
of organizational structure and administrative
practices of NIC,

Makes technical correction to provision of law
relating to underground utility services.

Corrects reference to another section of NRS in
provision of law relating to physical therapists.
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BDR 54-2103 Makes technical correction concerning terms of
(58536> members of Oriental medicine advisory committee.

Senator Close moved for Committee introduction
of the eight BDRs listed above.

Seconded by Senator Young.
Motion carried.

Senator Hernstadt absent.

There was no further business. Meeting adjourned at 10:30 p.m.

(Committee Minutes) i 524
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RESPECTFULLY SUBMITTED
Betty L./Kallckl, Secretary
APPROVED:

Thomas R. C. Wilson, Chairman
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Exhibit A
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Section
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Section

2- Add and adwinis:irative' after financial on lire &

3, paragraph 3- Doas the insurance department have stafi and funding
to do this?

4~ Add '‘incurred' after annua! on line 10

5-

G

7_

3

3-

10-

1=

!29 Add "and cther employers covared under provisizas of MNAS 515,285

! and RS 615.25R" after employer on line 3°.

i

|- Add ''the State Industrial Attornmesy, the OSHA Zaview Soard or the

i Lppeals Officer' after Commission on line 40.

! (Commission services includz uninsured employer, subszguent

: injury, OSHA anforcement)

'. Page 5, line 3 after hearing add Jenuary 1, 1820

-

13- {(within 30 days) .

A- Costs must te paid by self-insurars to orov
at

ide z2guitabie cost
apportionment and avoid constiution b

ommission's authority?

')

18- VWihat is an example of a martar within the

22- Delete paragraph 4, line &1 and 42

23- Delete section 23

2h- Dalete ‘or who qualificd as self-insured emplovers"

26- Delete new language and remain with present provision.
Who determines rehabilitation responsibility of self-inscrar?

-
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31-  Sce attached
32-
33-

36- Establish subsequent injury fund with contributions from self-insured.

37, page 13- notice except when death occurs.

38- sage 14- Add '1F additioral iaformation is necszssary (0 detarmine
liability, written notice must be provided to claimant
and insurance commissioner explaining investigation'.

39-
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\
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Q?-
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EXHIBIT A

Proposed Amendment

AB 84 - Section 31

Paragraph 2. No change in original language. Delete brackets and new proposed

language, line 40 and 41.

Rewrite of Paragraph 3.

The rating system provided by this section is subject to the further limitation that:

1.

A1l studies conducted by the Commission for the purpose of determining the

adequacy of rate levels, the equity of rates between and among classifications,

and the rating of individual accounts on tne basis of their experience shall

be conducted in the presence of an actuary designated by the Commissioner of

Insurance.

No increase or reduction of premium rate or additional charge or rebate of

premium contribution may become effective for 60 days after adoption by the
Commission. Upon adoption of any increase or reduction of premium rate or
additional charge or rebate of premium contributions proviced by this section,
the Commission must file the revised rates with the Commissioner of Insurance
and give written notice thereof to the employer affected by such rats change,
charge or rebate.

The Commissioner of Insurance will grant the employer, if requested by him, a

hearing prior to the effective date of the rate change. t such hearing,

consideration must be given to the objections as made by tne parties appearing,

and all matters in dispute must be resolved aftter such hearing by the Cormissioner

of Insurance 1n a manner which will not unjustly affect the objecting party o~

the State Insurance Fund. Following the hearing, the Commission shall make

such adjustments in rates as are ordered by the Commissioner. The abjective

to be accomplished 1s to prescribe and collect only such premiums as may be
necessary to pay the obligations created by this chapter, administrative
expenses, and to carry such reasonable reserves as may be prescribed by law
or deemed necessary to meet such contingencies as may reasonably be expected.

15238



Sec. 31. MRS 616.380 fs hereby amended to read as follows:

616.380. |. Irn addition to the authority given the commission to deter-
mine and fix premium rates of emplovyers as pfovided in NRS 616.395 to 6!6.405,
inclusive, the commission:

() Shall apply that form of rating system which, in its judgment, is
best calculated to meri+ or rate individually the risk more equitably, predi-
cated upon the basis of the employer's individual exgerience;

(b)Y Shall adopt equitable [rules and] regulations controlling the same,
which [rules and] regulations, however, [shall] must conserve to each risk the
basic principles of [workmen's compensation] industrial insurance; and

(c) May subscribe To a rating service of any rating orgaﬁizafion for
casualty, fidelity and surety insurance raf{ng.

2. The rating system or any rating by a rating organizafién pursuant
to this section is subject to the limitation that the amount of any increase
or reduction of premium Eare or additional charge or rebate of premium cont-
tributions shall be iﬁ the discrc#ioﬁ of the commission.

3. [The rating system provided by this section is subject fo the further
limitation that no increase or reduction of premium rate or additicnal chargs
. or rebate of prehium contributions shall become effactive for 60 deys after
adoption by the commission. Upon the adoption of any increase or reduction of
premium rate or additional charge or rebate of premium contributions provided
by this section the commiséion shal! give written notice thereof to the
empioyer affected by such rate change, charge or rebate, and grant the employer,

if requested by him, a hearing before the commission prior to the effective

1029
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date of such rate change, charcgs or rebate. At such hearing considaration

shall bé given to the objecfion§ as made by the parties appearing, and all .
matters in dispute shall be resolved after such hearing by the commission in

a manner which will not unjustly affect the objecting party. The.objcc+ive

to be accomplished by the commission shall be to prescribe and collsct only

such premiums as may be necessafry to pay the obligations created by this

chapter, administrative expanses, and to carry such rsascnab!

e

resarves as rmay

9]

be prescribed by law or may be daemad necessary to meet such contingencie

as may be reasonably expected.] The rating system provided oy this section

is subject to the further limitation that:

(a) Al! studies conducted by the commission for ftha purpose of determin-

ing the adaquacy of rata lsvals, *ha equity of rates Fatuz2en and among classi-

fications, and the rating of individual accounts on the basis of their expearience

shall be conducted in the pressnce of an actuary designated by the commissionsr

of insurance.

(b) No increase or reduction of premium rate or additicnal charge or

rebate of oremium contribution may becomz effective for 60 days after adoption

by thes commission. Upon adoption of anv increase or recuction of oremium rate

or additional charge or rebate of pramium contributicns srovidad by this

section, the commissicn must file the revised rates with the commissioner of

insurance and give writften notice thereof to the emplover affected by such

rate change, charge or rebate.

The commissioner of insurance will grant the emplover, if reguested by

him, a hearing prior to the effactive date of the rate chancz. A+ such hearing,

1530
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consideration must be given to tho objections as made by the parties appuearing,

and all matters in disoute must be resolved after such hearing by the commissionar

of insurance in a mannar which will not unjustly affect the objecting party or

the state insurance fund. Following the hearing, the commission shall make

such adjustments in rates as are ordesred by the commissioner. The objective

to be accemplishad is fto prascribe and collect only such Efemiums as may be

necessary 1o pay the obligations created by this chapter, administrative

expenses, and to carry such reascnable reserves as may be prescribed by law

or deemed necessary to meet such contingencies as may reasonably be expected.

4. Subsections 2 and 3 of this section [shall] do not apply to rating
planskmade-by voluntary agraemsnt between the commission and employer which
increases or reduces premium contributions for [employers. Such] the employer.
The veoluntary rating plans may ba retrospective in nature. A voiunTéry rating

plan must be in writing 'and signed by both the commission and the employer.
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Exhibit B
MGM GRAND HOTzL

April 13, 1979

The Honorable Thomas Wilson
The State Senate

Capitol Mill Complex

401 South Carson Street
Carson City, Nevada 89710

Dear Senator Wilson:

Thank you for your interest in AB 84, Nevada Worker's
Compensation system, and other alternative methods of industrial
insurance coverade. Unfortunately, time did not permit us to
closely analyze each section of AB 84 during the hearing on
Wednesday, April 11, 1979. Although AB 84 is a good bill, there
are some important word changes and other considerations that
should be covered before it is referred out of committee. Please
see Attachment 1. '

As I am sure you are aware, the first 18 sections (as submitted

in the Insurance Commissioner's amendment) are the product of

the combined efforts of employer spokesmen, the Commissioner of
Insurance and certain members of the Assembly's Labor and Manage-
ment Committee. In light of that, it is somewhat unique in that
the parties were able to resolve a substantial number of potential
problem areas before it ever became law. MGM endorses the first
eighteen sections as amended with the wverbal understanding between
MGM and the Commissioner of Insurance that some method of refunding
on a pro rata basis, surpluses generated under Section 11 be resolved
by regulation after passage of the bill.

As mentioned by Claude Evans, spokesman for AFL-CIO, the sections
addressing the adjudicatory process must be revised. This was a
problem we foresaw before AB 84 even came to your committee and
as you will recall, this is why we were pushing SB 382 as amended
to substantially improve the entire hearing process. BAgain, this
bill (SB 382) is unique in that employer representatives and the
State Industrial Attorney negotiated a vastly superior hearing
system with the endorsement of labor (Claude Evans).

Finally, I would like to reiterate the absolute necessity of
separating the administrative and regqulatory control of self
insureds from the Nevada Industrial Commission. As I mentioned
in the hearing if the NIC for whatever reason decides to retain
the premium income and future liability reserves of any employer,

Las Vegas, Nevada 89109 - Telephone (702) 739-4111 iﬁ 3



MGM GRAND HOT:cL EXHIBIT o

Senator Thomas Wilson
April 13, 1979
Page 2

it can deny the application for self insurance; set excessively
high deposit requirements; cancel certificaticons for judgmental
"repeated or intentional" infractions, etc. The inherent conflict
of interest is too great to overcome.

Once again I would like to thank you for your interest and con-
tinuing support of AB 84.

Sincerely yours,

John D. Taylor
Asst. Personnel Director

JDT/dml
ccs: Jim Banner, Chairman, Labor Management Committee, Assembly
Don Heath, Commissioner of Insurance

Patty Becker, State Industrial Attorney

Attachments: (1) Amendments toc AB 84
’ (2) SB 382

1533





