
I 

I 

hlt;i .~;;:"•(_\~th~ ~ev:-.(1 '~ Sl~!+-e Legisl::ttt,iz . 

Sc·:~.:. ':,'.:,,nr., (ttC'.! on.·-········~-::.9~r.cme.,:; c~ .... a.x1/L.1.~P9.:t:.-...................... ·········-······-············· ........ ··········· ........... . 
D'.li,,: .•....... .. .April .... 25.,- .. 1979 
Pag-:: ........... . 1 ......... ··············"········-

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

PRESENT: 

ABSENT: 

OTHERS 
PRESENT: 

Sendtor-Thomas R.C. Wilson, Chairraan 
Senato:!: Richcir.d E. Blakemore, Vice Chai~raan 
Senator Don Ashworth 
Senator Clifford E. Mccorkle 
Senator Melvin D. Close 
Senator C. Clifton Young 
Senator William H. Hernstadt 

None 

John Reiser, Chairman, NIC 
Don Heath, Commissioner, Insurance Division 
James Wadhams, Director, Department of Commerce 

I 
Mark Solomon, Las Vegas Hilton and Flamingo Hotel-Casinos 
Chuck Knaus, Supervisor, Property Casualty, Insurance Divisio: 
John D. Taylor, Assistant Personnel Director, MGM Grand Hotel 

Norman Anthonisorr, SUMMA Corporation 
Richard Lance, The Gibbons Corporation 
Allan Kaufman, Peat, Marwick, Mitchell and 
Patty Becker, Nevada Industrial Attorney 

Las Vegas 

Company 

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 
...1iJ._ 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 l; 
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 in~urers 
must account for reserves funded by assets which are reported on a fi ·· 
nancial statement on an annual basis and are subject to examinati9n. 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. 
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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 quadriplegic 
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 f~lly 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. 

S Form 63 

Mr. Reiser suggested that in sections, there should be language 
such as; "the insurance commissioner may assess all self-insurers 
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CAB 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 should not be forced 
to settle the ol~im 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 lmpose an administrative fine, not to exceed $500 for 
each violation, and may withdraw the certification of a self-insured 
employer Csee 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". 
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(AB 84 - continu~d) 
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 se.lf-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. 

NormanAnthonison, 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 i§_ months." 

Discussion followed regarding section 11. Numbers 1 and 2 were 
amended to read as follows: "l. 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 reimbu+se 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 

(CommlUee Mlllates) 
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(AB 84 ..,. continuedl 

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 be 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 
pudget to provide for that cost. 

Chairman Wilson closed public hearing on AB 84. 

BDR 32-1803 
(si sz,s-) 

BDR 48-1800 
(SB 52--3) 

BDR 46-1802 

(S'B 524) 

BDR S-1805 
(S&52~) 

BDR 2125 
(Sq? .. 3'7) 

BDR 58-1776 

(513 5~) 
BDR 54-2101 

(58 52. c,) 

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 geothermaili 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 

(SB SZD) 

Makes technical correction concerning terms of 
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 . 

(Coamfflee MIiiam) 
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RESPECTFULLY SUBMITTED 

APPROVED: 

Thomas R. C. Wilson, Chairman 

• 

I 
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Exhibit A 

:.•~-=ti 0~ I -

S2::tlc:1 2- Add 11 ~nd ui:..':,1inis:rativc 11 aft.er fin:1nciJl o:i lir-,e 6 

Section 3, paragraph 3- Do<es the insurance departn,ent h.Jve ,taff 2nd fundin9 
to do this? 

Section !•- Add 11 incurred 11 after annual on l in~ IO 

Sect i 011 5-

Sect ion 0-

Sect i o'1 7-

Sec ti on 3-

Sect;OCI 9-

Seel ion IO-

:;s.;ctic.1 l i-

Section~.'<dd "ar,d other e:,ployecs cs'1ered u~:!er ;)rc·.''si:~s of 'ir.S oi6.25:; 
1/7 

a:,d :;?,S 6l6.25f'.:. 11 ,1ftcr errployer on line 3'.?
i 

j·.'' Add "the State lr.ciustrial Attor~ey, t;-;e OSHA ?evi,~._., o,:)ard or t'1e 
i ;:..ppea ls Off i cerl 1 af~:,.;r C0r.-;;1:i :)S ;on on line 40. 
1 (Commission services includ~ unins1Jred e~pl~ye~, subs~cuent 

injury, OSH;... enforc~r::en~) 

(. Pdge 5) 1 ine 3 2fte!' h,!ari--:o, ode..! J2,T-12ry l, l~•: 1J -· Sect ion I J- (,-, i thin 30 dilyS) . 

St2ctio:1 14-

Section I~-

Scc~icn 1;- Costs must be paid by s~lc-insGrers to pr0~ide eq~i t3bie cost 
aprortio:11~ent 2nd avoi:"i consti~·Jtional ~rcb1ei7:S. 

Se;c t ion I 7-

Section 18- What is an exa~ple of a ~a~t~r within the C~m~issio;1 1 s author: ty? 

Section l'.3-

Sec: i c:1 2,)-

Section 21-

Section 2.2- Delete paragraph 4. ii r,e !1\ 2nd I;Z 

Section 2 3- De 1 ete section 23 

Section 211- Delete i1or v,ho qualifid as self-insured emp 1 O'/ers 11 

Section 25-

Section 26- Delete new language and remain with present provision. 
Who determines r~habilitation responsibility of self-insurer? 

Sect ioCI 2.7-

Section 23-

Sectioci 2'.)-

Sectioci 3C-

' . - ·- ~ 
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Section 31- See attache& 

Secti:Jn 32-

Sect;on 33-

Section 34-

E XHI_Bll 4 

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

Section 37, p3ge 13- notice except when death occurs. 

Sccti,-.,:1 38- ;J2c;,:; 14- ,\dd 11 \f ac.!ditior-.31 irifor:nation is nf!c~ssary to cicterr,ir.e 
I iabil ity, written notice must be provided to claimant 
and insurance coccmissioner explaining investigation". 

S::ction 33-

Se::t ion 40-

S<:•,::.; on '+ 1 -

Sect ion 42.-

Sect ion 4;-

Se::tion 41'-

Sec.: ion 45-

Sec~ ion !;€,-

Pa~e 19, line 46- \·/r1; t:1c jurisdicti0n'.' 

Page 2J- )el'=te 1 i;:es .:J. 9, 10 

15.27 



I 

• 

' 

EXHIBIT A 

Proposed Arne~dment 

AB 84 - Section 31 

Paragraph 2. No change in original language. Delete brackets and new proposed 
language, l.ine 40 and 41. 

Rewrite of Paragraph 3. 

The rating system provided by this section is subject to the further limitation that: 
1. All studies conducted by the Commission for the purpose of determining the 

adequacy of rate levels, the equity of rates bet1.~een and anonq classifications, 
and the rc1ti ng of rnd1 v1 dua 1 accounts on the bas 1 s of then exper, ence sha 11 
be conducted in the presence of an actuary des, gnated by the Comrm ss, oner of 
nsurance. 

2. 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 provi~ed by this section, 
the Co~mission must file the revised rates with the Commissioner of Insurance 
and give written notice thereof to the employer affected by such rate change, 
charge or rebate. 

The Commissioner of Insurance will grant the emp1oyer, if requested by him, a 
hearing prior to the effective date of the rate change. At such hearing, 
consideration must be given to the objections as made by the parties appearing, 
and all matters in dispute must be resolved after such hearing by the Co~missioner 
of Insurance in 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 objective 
to be accomplished is 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 orescri bed by 1 aw 
or deemed necessary to meet such contingencies as may reasonably be expected. 
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Sec. 31. NRS 616.380 is hereby amended to read as fol lows: 

616.380. I. ln addition to the authority given the commission.to deter

mine and fix premium rates of employers as provided in NRS 616.395 to 616.405, 

inclusive, th,1 car~ i ss ion: 

(a) Sha I l apply that form of rating system which, in its judgment, is 

best calculated to merit or rate individually the risk more equitably, predi

cated upon the basis of the employer's individual experience; 

(b) Sha! I adopt equitable [rules and] regulations control ling the same, 

which [rules and] regulations, however, [shat I] 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 organization for 

I casualty, fide I ity a~,d surety insurance rating. 

I 

2. The rating system or any rating by a rating organization pursuant 

to this section is subject to the I imitation that the amount of any increase 

or reduc~ion of premium rat~ or additional charge or rebate of premium cont

tributions shal I be in the discretion of the corr.mission. 

3. [The rating syste~ provided by this section is subject to the further 

I imitation that no increase or reduction of premium rate or additional charge 

or rebate of premium contributions shal I become effective for 60 days after 

adoption by the commission. Upc.n the adoption of any increase or reduction of 

premium rate or additional charge or rebate of premium contributions provided 

by this section the commission shal I give written notice thereof to the 

employer 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 

I. 
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date of such rate change, charge or reba~e. At such hearing consideration 

shal r be given to the objections as made by the parties appca~ing, ~nd all 

matters in dispute shal I be resolved after such hearing b; the commission in 

a ~~nncr which wi I I not unjustly affect the objcctinJ party. Th8 objective 

to be accomplished by the commission shal I be to prescribe cHld collect only 

such ~remiums as may be necessary to pay the obi igatio~s created by this 

chapter, administrative expenses, and to carry such reascnab!e r?serves as May 

be prescribed by law or may be de~med necessary to ~eet such conting~ncies 

as may be reasonab~y expected.] The rating system provided by this section 

is subject to the further I imitation that: 

(a) Al I studies conducted by the commission for th2 purpose of determin-

inq the' ad•::;quacy of rut•3 18'/c.Jls, t:-i-? equity of rates t?-:-,: ➔2n a;1cJ ,w,c.~q c'!assi-

·ficotions, and the ratinq of individual accounts on the ~asis of their experience 

shal I be conducted in the presence of an actuary desiqnated bv the commissioner 

of insura .. ce. 

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

rebate of orer:1iu:n contribution Ma'/ becomJ effective for 60 days after adoDtion 

by the cor:imissior;. Upon adootion of any increase or red:Jction of premium rate 

or additional charge or rebate of premium contributions ~roviderl by this 

section, the corn~issicn must fi !e the revised rates with the commissioner of 

insurance and gi'✓ e written notice thereof to the employer affected by such 

rate change, charge or rebate. 

The corrmissioner of insurance will grant the emolover, if reauested by 

him, a hearing prior to the effective date of the rate change. At such hearing, 

2. 
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consideration must be given to tho objections as mado by tho parti0s app•]arin'.], 

and al I matters in dis □ ute must be resolved after such hearinq by the commissione~ 

of insurance in a manner which wi I I not unjustly affect the oblectinq party or 

the state insurance fond. Fol lo'.-iing the houring, the commission sha1 I mak8 

such adjustrr.ents in rates as are ordered by the commissioner. The objective 

to be acccmpl ished is 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 continqencies as mav reasonably be exoected. 

4. Su:isections 2 and 3 of this sectio;i [shal I] do not apply to rating 

plans made by voluntary agreerr.ent between the commission and employer which 

increases or reduces premium contributions for [employers. Such] the employer . 

The voluntary rating plans may be retrospective in nature. A voluntary rating 

plan must be in writing·and signed by both the commission and the employer. 

3. 
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April 13, 1979 

The Honorable Thomas Wilson 
The State Senate 
Capitol Mill Complex 
401 South Carson Street 
Carson City, Nevada 89710 

Dear Senator Wilson: 

Exhibit B 

Thank you for your interest in AB 84, Nevada Worker's 
Compensation system, and other alternative methods of industrial 
insurance coverage. 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 verbal 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. Again, 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 regulatory control of self 
insureds from the Nevada Industrial Commission. As I mentioned 
in the hearing if the NIC fo~ whatever reason decides to retain 
the premium income and future liability reserves of any employer, 

Las Vegas, Nevada 89109 • Telephone (702) 739-4111 
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EXHl&fi fJ 

it can deny the application for self insurance; set excessively 
high deposit requirements; cancel certifications 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, Cormnissioner of Insurance 
Patty Becker, State Industrial Attorney 

Attachments: (1) Amendments .to AB 84 
(2) SB 382 
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