e ]

MINUTES OF THE
MEETING OF THE SENATE COMMITTEE
ON COMMERCE. AND LABOR

SIXTY~-FIRST SESSION
NEVADA STATE LEGISLATURE
MARCH 2, 1981

The Senate Committee on Commerce and Labor was called to
order by Chairman Thomas R. C. Wilson, at 1:43 p.m. on
Monday, March 2, 1981, in Room 213 of the Legislative
Building, Carson City, Nevada. Exhibit A is the Meeting
Agenda. Exhibit B is the Attendance Roster.

COMMITTEE MEMBERS PRESENT:

Senator Thomas R. C. Wilson, Chairman
Senator Richard Blakemore, Vice Chairman
Senator Melvin Close

Senator Don Ashworth

Senator William Raggio

Senator William Hernstadt

Senator Clifford McCorkle

STAFF MEMBER PRESENT:

Betty Steele, Committee Secretary

SENATE BILL NO. 195--Broadens industrial insurance coverage.

Mr. Robert Gibb, general counsel, Nevada industrial commission,
stated he wanted to put Senate Bill No. 195 into perspective of
the present Nevada Workers' Compensation law. Injuries occurring
within the course and scope of employment are compensable injuries:
Injuries occurring while the emplovee is traveling between the
Places of employment should be compensable. Mr. Gibb stated there
was no necessity for the first part of the amendment in Section 3,
as by practice it is already law. He stated the second part of the
bill would broaden the definition of course and scope of employ-
ment to injuries occurring between the emplovee's residence and
the place of employment. Mr. Gibb commented this is contrary to
accepted workers' compensation law where the basic rule through-
out the U.S. has been the "going and coming" rule or "premises"
rule. The premise of this rule is that employees having fixed
hours of work at a definite work site, if injured on the way to
or from work, are not in the scope and course of their employment.
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Mr. Gibb went into greater detail concerning the "going and
coming” rule and explained the different exceptions which have
come about. (See verbatim testimony, Exhibit C.) He indicated
the Nevada industrial commission did not favor Senate Bill No.
195.

Senator Neal stated he introduced the bill because of an inci-
dent in Clark County where a man was killed in an accident only
five minutes from his work place. When his wife tried to col-
lect from NIC, she was turned down. Senator Neal felt NIC
ought to be able to develop an insurance coverage for a person
on his way to and from work. If a person commutes to work in
an employee bus, he is covered. If he uses his own transpor-
tation, he is not covered. 1In a state like Nevada where people
have to commute long distances, thev should have some insurance
protection in the course of that travel.

Senator Don Ashworth asked how "to and from work" would be de-
fined as so many people run errands before and after work.
Senator Neal replied Senator Ashworth was more familiar with
the law than he was. He said maybe the employee could submit
his route to the employer.

Mr. Claude Evans, executive secretary treasurer of the state
AFL-CIO, stated some people are covered under certain contracts
for 30 minutes of travel time to and from work.

Mr. Chuck, King, representing Nevada Self Insurers, stated they

are opposed to Senate Bill No. 195. They do not feel the em-
ployer is in control of the environment before and after work.

Mr. Bob Warren, executive secretary of the Nevada Mining Associ-
ation, expressed their opposition to the bill. He stated mining
companies would be in particular jeopardy with this piece of
legislation as mining operations are frequently located at great
distances from the workers' residences, some having to travel 25
or 30 miles to work.

Mr. Fred Davis, Reno/Sparks Chamber of Commerce representative,
stated they oppose the bill for basically the same reasons that
have already been stated.

Mr. Chuck Neely, representing the Clark County School District,
stated they oppose Senate Bill No. 195 also. ’

2.
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Senator Raggio suggested the legislative research division be
requested to give the committee some examples of statutes

or regulations in other jurisdictions which attempt to codify
the exceptions to the courses of employment.

Mr. Frank Burn, secretary of the Northern Nevada Building and
Construction Trades Council, testified his organization was in
favor of Senate Bill No. 195. He said many of their employees
travel great distances to and from work and he believes this
bill is the only way they can be adequately covered.

Mr. Rowland Oakes, of Associated General Contractors, stated
that over the years they have eliminated the hourly wage prior
and after working hours for the specific reason of being vro-
tected from paying NIC claims during that period. He said
most of their labor agreements are such that workers are paid
for mileage.

Senator Raggio asked Mr. Gibb, the NIC general counsel, if
that meant the workers were covered by NIC and he agreed they
were. Senator Wilson commented therefore, whether paid by
cents per mile or hourly, the employees are covered by NIC.

SENATE BILL NO. 203--Provides for industrial insurance
coverage by private insurance.

Chairman Wilson stated the talk should be about the policy ques-
tions today--whether or not to make a policy decision to go with
some kind of program of three-way insurance. If the decision is
negative, then it will not be necessary to work out the technical
provisions of the bill as drawn. Chairman Wilson said Section 50
addresses itself directly to the policy question and he requested
the proponents of the bill to speak on that basis.

Mr. Bud Mereley, representing the Nevada Independent Insurance
Agents, followed the suggestion of the broad points on the bill
and what his organization intended. He stated their intent is
to create a competitive atmosphere as is true of workmens' com-
pensation insurance in most other stztes. Mr. Meneley touched

on the intent of Senate Bill No. 203 to reconstitute the NIC as
an administrative body; creating the Nevada state insurance fund;
allowing private insurance carriers to provide insurance; with
the department of insurance regulating market conduct and rate
regulations. He commented on various technical aspects of the
bill and stated in general it was pretty good but there were still
some technical problems with it.

3.
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Senator Wilson stated if a decision is made to process this bill
for a three-way plan, there will be a number of hearings on it,
of a technical nature, to go over the bill itself and make all
necessary corrections. He remarked that, unlike prior three-
way bills, Mr. Meneley was saying the proposal would now require
a flooring of state rates with which the third-party underwriter
would then compete.

Mr. Meneley agreed that some of the policy holders would follow
that floor because they might not be writing enough policies in
the state to go into analysis of the deviations. He said there
would always presumbably be a market similar to what now exists:
hopefully nothing would disturb that market. He pointed out that,
under the bill, the industrial commission as well as the private
carriers would be subject to the normal premium tax. Since the
total premium runs between $125 million and $150 million, the

2 percent premium tax would raise around $3 million which would -
be far in excess of any additional administrative costs.

Mr. Rowland Oakes, representing the Associated General Contractors,
noted that it was suggested testimony be limited to Section 50

and that would be the aim of his testimony. He said his attorney
wrote to the association pointing out the constitution of Nevada
states workmen's compensation funds must be kept in the state
treasury. He suggested an amendment to the state constitution

to orovide for the funds to be kept elsewhere. He stated his con-
cern for the small employer who might no longer have the immunity
present legislation provides, if this bill passes. Mr. Oakes

said there have been several repor:ts, done on the Nevada indus-
trial commission, ‘and all have given NIC a good bill of health with
regard to costs. As a representative of employers, he naturally
is in favor of a plan which charged the construction industry about
$7 when the surrounding states--like Arizona and Oregon--with the
three-way vplans charged $20 for the same coverage. Mr. Oakes asked
that the system remain as it is and be sure the small employer is
protected under self-insurance.

In response to Senator Wilson's statement, Mr. Oakes said he had
heard the argument Nevada's market was too small to support a
three-way system but did not feel he was competent to answer that
question. However, he said he had looked at what was happening in
other states that used to have monopolies and have gone to three-
way and their costs have gone up, and their benefits are not any
better, in some cases not as qgood, as in Nevada.

Mr. Oakes offered copies of a study of the committee appointed by
the legislature (see Exhibit D) and indicated where the overview
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statement, middle of page 5, says Nevada is ranked 1llth highest
natlonally in workmen's compensation benefits, but is the lowest
in premium rates among the surrounding states with comparable
benefit levels.

Mr. Nick Kalanges, administrative manager for vasko and Asso-
ciates, a general contracting and engineering corporation in
Reno, stated on behalf of his company that they were against
Senate Bill No. 203. He pointed out the various benefits of
NIC 1nc1ud1ng a551st1ng with safety programs, services to the
injured, investigation of claims, and the excellent rehabili-
tation program. He felt the main purpose of NIC is that human
life is the center of their concern, not money; while with a
three-way system the human element might get lost. He said
he really had nothing to contribute technically, other than
to ask "Why mess up a good thing?". He said Mr. George Vasko
had sent a memo stating the company position on the matter

to each of the committee members. (See ExhibitE .)

Mr. Claude Evans, executive secretary-treasurer of the Nevada
state AFL-CIO, said he had also acted as member and chairman
for approximately 10 months on the governor's advisory board
of the Nevada industrial commission. However, he stated he
presently is representing the view of the state AFL-CIO and
they opposed the three-way insurance bill because it will cost
more money. He mentioned a breakdown of rates (see ExhibitF )
sent to the committee members.

Senator Wilson stated they were talking about using the same
ratings, basically, as are presently employed by the NIC and
that private industry would use them. He wanted to know if Mr.
Evans was speaking of a new base to be determined by the insur-
ance commissioner, irrespective of NIC's experience and asked
whether Mr. Evans was talking about classifications of insurance.

Mr. Evans replied in the negative stating there are two different
kinds of ratings; one of disability (meaning the extent of a
workers' injury), and the rating applied to an individual employer
classification. He said that speaking of rating in this context,
he is referring to premiums; what the premium will be. Premium
rate is filed for an annual rate for each classification based

on the experience within that separate classification. He said
the purpose is to charge each employer the appropriate rate for
his own employment operation. He stated the National Council

may not accept Nevada's classification system because there are
some special circumstances and unicue types of employment in this
state not found elsewhere. (See Exhibit G .)
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Senator Wilson noteéd that he speaking basically about a conver-
sion from the present NIC classification system to whatever the
national system of classification may be.

Mr. Evans stated this was correct and he had been told a couple
of years ago that NIC was actually putting the National Council
classification system into their computer and may have already
done so.

Senator Raggio stated he was interested in hearing testimony on
the advantages of the three-way system of insurance. The state-
ment had been made that only in Oregon had an increase been
experienced and he assumed what was meant was an increase at some
point over what they had previously. Mr. Evans remarked only in
Oregon had there been a switch from a monopolistic system to a
three-way.

Senator Don Ashworth wanted to know where there was any improve-
ment because it did not make any sense to change to a three-way
system unless there is evidence of historical data to justify it.
He said when we went to "no-fault insurance" he was convinced
premiums would go down. When they did not, he came back and
helped repeal "no fault" insurance. He wanted to know if there
are any specific historical indications that changing from a
monopolistic to a competitive system will result in a lower rat-
ing, a lower premium.

Senator Wilson replied that, with a small state like Nevada, to
lessen the base (the number of employes covered by state funds)
would widely increase premiums or increase the rates.

Mr. Bill Molmen, of the American Insurance Association of San
Francisco, stated he agreed with Senator Wilson in a sense but
not with his conclusion. He indicated that is why a data base
is so important because the law of large numbers still applies.
In Oregon, that did get expensive but he did not want to leave
the misconception that changing to three-way will mean a rate
increase. On the contrary, he felt private insurers would load
the rating (premium) for more service. Mr. Molmen said the long
range effect would probably be what competition would give ard
would be a stablilizing influence on the rate; and perhaps even
a decrease if accidents decrease.

Senator Wilson asked what effect this would have on the bene-
fits to the employees. Mr. Molmen replied the insurance policy
coverage is written by the legislature and private insurers would
by law, pay precisely the same benefits as are paid by NIC today.
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Mr. Molmen added there would be a new commission to resolve
any disputes. Three-way insurance would provide a separate
adjudicatory branch, which he felt was an improvement over the
present law.

Senator Raggio summarized that the benefit level would remain
the same as presently provided by NIC but the premium level
would increase. Mr. Evans remarked at least the going-in level
might increase for some companies, depending on the deviation
level provided.

Mr. Molmen said the reason some employers want to go with pri-
vate insurance is that they will get safety services notpresently
available and, since there are certain companies who specialize
in certain industries, they develop safety programs tailored

to those industries. Not only that, with a private insurer,

they can get other types of insurance such as fire, liability,
etc., benefits and service are given gquickly. However, he added,
if NIC can write the policy cheaper and better, then his company
will not be in business long in Nevada. He stated he would be
available through George Vargas, locally.

Mr. Don Heath, commissioner of insurance, department of commerce,
said he would try to touch on subject areas not covered in todays'
testimony, keeping in mind the chairman's request for policy and
economic considerations. (See testimony, ExhibitH .)

Mr. Heath stated he has not heard any statement as to what Nevada's
rating law really is. He stated a concern was voiced for exces-
siveness and inadequacy but there is a third criteria embraced in
the statutes.

Mr. Joe Nusbaum, chairman, Nevada industrial commission, stated

he was unsure what to do. The advisory board meets today and
tomorrow and had hoped to go over the bill today; and some members

of the board are present at this hearing. He hoped to review the
bill with them tomorrow. With regard to classification rating dif-
ferences, Nevada has had its own classification system since 1911
when their system began. He said there is not too great a devia-
tion from the national system except they have more classifications.
(See Exhibit 1 .) Nevada has gaming classifications which other states
do not. :

Senator Wilson commented there would be additional hearings so the
discussion will be confined to policy and economic guestions and
will defer Mr. Nusbaum's testimony on the bill until he has a chance
to meet with the advisory board.
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Mr. Nusbaum indicated that over a period of time there would be
an increase as the rates level out and the state rate would go
up as the private insurers would come in and take off the best
risks leaving the uninsured employers with the state fund. He
stated NIC applies investment income to premiums or dividends.
Mr. Nusbaum said the proponents of Senate Bill No. 203 will
have to make a very good case because Nevada already has a very
good system and it would be easy to destroy it, with a bill NIC
feels is technically very bad.

In response to Senator Hernstadt's question as to how many major
employers are using self-insurance policies, Mr. Nusbaum replied
approximately 21 employers, which represents about 10 percent of
the premium income.

Mr. Jack Kenney, representing Southern Nevada Home Builders, Las
Vegas, said he started the move toward private insurance in 1975
and is here to follow it up. He presented various statistics
favoring the change. (See ExhibitJ .) He indicated that he felt
NIC was very expensive to run and there is room for the private
insurer to participate and not charge rates or premiums higher
than they are now.

Senator Wilson commented he understood from the exhibit that the
premiums are too high in light of the reserves and dividends;

but understood Mr. Molmen to say that, at least in the short run,
the private premiums were going to be higher.

Mr. Kenney stated the Home Builders favor the private sector. He
said NIC had an admitted surplus of $30 million which they over-
reserved last year so they turned around and created a new cate-
gory to use $22 million as additional reserves, which made a net
of only s$8 million.in changing the reserves.

Senator Wilson asked Mr. Molmen for an evaluation. He stated he
had seen the figures but not being an actuary did not feel he
could evaluate them. He said he assumed the rates and reserves
were acceptable but if they were not, the National Council would
be the one to make the determination.

Senator Wilson stated the committee should have a fairly good
idea of where they are going if they elect to make a policy
judgment and recommend that the Senate proceed with the three-
way bill. He did not feel they could make such a judgment unless
orovided with some indication of the probable result in terms of
premiums, charges to the employers and benefits available to the
employees.




® 0O

MEETING OF THE SENATE COMMITTEE ON COMMERCE AND LABOR
MARCH 2, 1981

Senator McCorkle stated Mr. Kenney's numbers are dramatic but
must be proven to be credible. He said the recommendation the
committee is looking for should have a consensus of opinion in
that all concerned agree on a certain set of numbers, premiums,
benefits and reserves to bring about a certain result. Mr.
Kenney indicated the numbers came out of the NIC audit report.

Mr. John Sweatt, president, Professional Insurance Agents of
California and Nevada, stated there had been a lot of testi-
mony that the rates would go up if the three-way compensation
bill went through. He commented that with or without three-
way compensation, the rates are going to go up because of the
rise in health-care systems costs. He said the cost of a semi-
private hospital room, and medical care, are the costs that
will dictate the claims costs. Mr. Sweatt considers the pre-
sent system to be inequitable and unfair to the small business.
He admitted that in most states the cost of private insurance

is slightly more than the state funds because of the tax struc-
ture. But price alone is not the prime consideration with most
small businessmen. He said the private sector can offer service
and help in adjustment of losses and rates. He said the present
system shuts out the private sector completely, denying the
small business their help.

Senator Hernstadt inquired if they were locked out of other states
which had funds similar to Nevada's and Mr. Sweatt agreed they
were. In reply to Senator Hernstadt's question, Mr. Sweatt said
under a three-way system the premium might be higher but the client
might be willing to pay for the additional services the private
insurance sector can furnish. Senator Hernstadt then asked why
the larger insurance companies were not interested and Mr. Sweatt
indicated the AIA representative was from the larger companies.

He suggested looking to California to see what happens because

the private sector exists and continues to prosper in spite of

the state fund. He indicated it is because the small employer

is willing to pay the extra price for the extra services.

Senator Hernstadt commented if the three-way system subtracts

from the state system by lowering its capabilities and forcing
rates up, it seemed logical that the private sector rates would

go up also. It seemed the small businessman would be at a greater
disadvantage. Mr. Sweatt suggested the rates will rise regard-
less of the program; and wondered if the smaller businessman was
subsidizing the larger one in this regard. If so, the larger
business would have to pay its fair share. In answer to Sena-

tor Hernstadt's request for a percentage breakdown on how much

is self-insured, private and state-insured in California,
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Mr. Sweatt indicated he did not have the percentage breakdown
at the moment.

Mr. Harvey Whittemore, attorney with the firm of Lionel, Saw-

yer and Collins of Reno and Las Vegas, testified acainst Senate
Bill No. 203 on behalf of his clients, the Nevada Resort Asso-
ciation. He discussed the rebate of contributions to the

safest Nevada employers and how it was necessary to go to court
to prevent NIC from rescinding the $15 million to Nevada employers.
He pointed out specific sections of NRS which would be repealed
by this bill and indicated the Nevada Resort Association wants
the fund to be self-supporting but not to make a profit. They do
not want to lose the judicially established mechanism that has
enabled them to get some money back from the system.

In response to Senator McCorkle's gquestion regarding the deficit,
Mr. Whittemore said it was a choice made by the commission with -
respect to their particular operation. He commented on NIC Regu-
lation No. 37 which allows reduction of rates but does not re-
quire NIC to return money to the self-insured who are no longer
in the system or to the major employers who are still in the sys-
tem. : -

Senator Wilson stated in the process of testimony they will deal
with the problem in context of the bill. However, he wanted to
know what Mr. Whittemore's position was on the three-way program
which is the item under discussion. Mr. Whittemore indicated the
Nevada Resort Association takes no position with respect to whether
a three-way system would be good or bad. He said some small em-
ployers might benefit; the medium-sized operations might not.

Mr. Dick Thomas, from Teamsters' Local No. 995, asked to go on
record in full support of the AFL-CIO's position of opposition

to Senate Bill No. 203 and opposing the three-way system. He
said approximately 30,000 emplovees and individuals are involved
in Teamsters' families. He directed attention to the Stanford
Research Institute Report which indicated Nevada's present sys-
tem is a good one and recommended acainst the three-way system
at the time the report was issued. He sugcested private carriers
may not always be located in the state making claim-handling more
difficult for the worker.

Senator Hernstadt asked, with respect to Mr. Thomas' union, how

many members would be placed at a disadvantage by employers who

have gone to self-insurance. Mr. Thomas answered he was not too
familiar with the record on self-insurance but to his knowledge

there have not been any serious complaints.

10.
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Senator Hernstadt inquired whether there was any indication, with
respect to the medical plans under the various union contracts,
that employers have used substandard insurance companies and the
union members have not received their benefits. Mr. Thomas said
there have been cases over the years with certain carriers when
they were found not to have the resources, even though licensed
and bonded by the state, to carry out their obligations. He said
a locally-administered plan may take only 2 to 3 weeks to give
out benefits while an out of state carrier can take 6 to 8 months.

Senator Hernstadt asked why Mr. Thomas should be concerned, if

the members get the benefits they are entitled to, whether through
prlvate insurers, a self-insured plan or the NIC. Mr. Thomas said
it is always their problem when costs go up because cost is a con-
cern no matter where the money goes. He stated when outside
agenc1es find that Nevada has a good system with 89 percent of the
premium dollar going to the Nevada worker and only 65 percent 901ng
back to the California worker, he would like that money to stay in
Nevada for Nevada workers.

7ith no further testimony on the policy question, Chairman Wilson
closed the hearing on Senate Bill No. 203; and the meeting adjourned
at 4:50 p.m.

Respectfully submitte

Betty Steele, ittee Secretary

APPROVED:

Senatgf Thomas R. C. Wilson, Chairman

DATE:

11.
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EXHIBITS - MARCH 2, 1981 - MEETING

Exhibit A is the Meeting Agenda.
Exhibit B is the Attendance Roster.

Exhibit C is the testimony of Mr. Robert Gibb, general counsel,
Nevada industrial commission, re S.B. No. 195.

Exhibit D is the overview of the NIC svstem, submitted by Mr.
Rowland Oakes, re S.B. No. 203.

Exhibit E is the mailgram memo from Vasko Associates in
opposition to S.B. No. 203.

Exhibit F is the testimony of Mr. Claude Evans, AFL-CIO in
opposition to S.B. No. 203.

Exhibit G is the rating study and cost breakdown of various
occupations in Nevada, submitted by Mr. Evans.

Exhibit H is the testimony of Mr. Donald W. Heath, Nevada
commissioner of insurance.

Exhibit I is the testimony of Mr. Joe Nusbaum, chairman,
Nevada industrial commission.

Exhibit J is the audit figure sheet submitted by Mr. Jack
Kenney, of Southern Nevada Home Builders.
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SENATE AGENDA

EXHIBIT A
COMMITTEE MEETINGS
Committee on Commerce and Labor » Room 213
Day Monday » Date March 2 r Time 1:30 p.m.

S.B. No. 195--Broadens industrial insurance coverage.

S.B. No. 203--Provides for industrial insurance coverage
by private insurance.

68
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EXHIBIT C

SENATE BILL NO. 195
TESTIMONY OF ROBERT GIBB, GENERAL COUNSEL
NEVADA INDUSTRIAL COMMISSION

March 2, 1981

I would first like to put the bill into the perspective of present Nevada
workers' compensation law. In Nevada, as in all states, injuries occurring in
" the course and scope of employment are compensable injuries. This bill, in
section 3, broadens the definition of "course and scope of employment" in two
different areas:

First, it states that injuries occurring while an employee is traveling
between the employee's places of employment "should be compensable". This is
the present practice confirmed by couri decisions in the State of Nevada. For.
instance, if a carpenter is working on one construction site in the morning
and his supervisor directs him to travel to a second construction site in the
afternoon any injuries "between the emr-loyee's places of employment" are covered
by workers' compensation. Since the present law is clear, the first part of
of the amendment in section 3 is not necessary.

The second area in section 3 which broadens the definition of "course and
scope of employment" is that injuries occurring "bctween the employee's residence
and place of employment” would be covered injuries. I don't know of any state
having coverage this broad. It is contrary to accepted workers' compensation
law.

There is a basic rule throughcut the United States that is caliéd the

"going and coming" rule or the "premises" rule. The "going and coming” rule
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is that an employee having fixed hours and a definite work site, is not in

the course of his employment if injured off the premises of his employer,

before or after working hours, while proceeding to or coming from his work.
Conversely the "premises" rule is that going to and from work is covered

on the employer's premises.

The touchstone, in many cases, seems to be the control or domination
exercisable by the employer over the property where the injury occurred or
~over the means of ingress and egress. While the employer can control his own
premises he surely has no control over hazards between the employee's home and
the work site.

The real reason for the "premises" rule is, and always has been, the
impracticality of drawing another line at such a point that the administrative
and judicial burden of interpreting and applying the rule would not be unmanage-
able.

Every night millions of people across the nation will emerge from factory
gates, office buildings, and school yards. Some will go straight home, some will
go shopping, some will head for a tavern. Hundreds of them will be involved in
accidents at varying distances from the premises and at varying degrees of
deviation from the direct route home. Two things are certain: first, in the
great majority of cases, no one will ever be able to prove whether the claimant
was really going straight home at the time of the accident; and second, the
course of the hazard will also never be one distinctly associated with the
employment, although here again by gradual extension of the Yarising" cases
the court might well end by covering all traffic accidents, falls on.ice,

and the 1like.

“>
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It should be noted that a number of exceptions to this simple "going
and coming” rule have developed over the years. Underlying some of these
exceptions is the principle that cour;e of employment should extend to any
injury which occurred at a point where the employee was within range of
dangers associated with the employmené.

Without going into detail let me briefly list the different theories
involving these exceptions.

1. The "close proximity"” or "special hazards" doctrine.

a. By reason of the location of his employer's premises
or some condition therecf, the employee is upon nearing
the normal and customary means of ingress subjected to
a risk or hazard greater than that to which the public
generally is subjected.

(:) 2. The "reasonable time" theory.

a. An employment is not necessarily limited by the actual
time when a workman reaches that scene of his labor and
begins it, nor when he ceases, but includes a reasonable
time, space and opportunity before and after while he is
at or near his place of employment.

3. The "special errand" rule.

a. When an employee is on a special or substantial mission
or errand in furtherance of his employer's business,
he is considered to be in the course of the employment
during his entire travel to and from his destination.

4. The “"continguous area" theory.

a. As a general rule, the employer's premises may include

private streets and roads when their use is necessary
or permissible in proceeding to and from the work area;
public streets, highways, alleys and sidewalks, when it
is shown that the employer exercised some dominion and
control over them; parking lots established by the employer
for the use of its ewployees, or designed for the emplover's
use in connection with the operation of his business; and
the mary avenues for entering and leavinc a factory or

C:) office buildings shared by the employer with other tenants
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such as stairs, elevators, hallways, lobbies and the
like, the use of any one of which is considered an
appropriate way to and from the space occupied by
the employer.

5. Where the employer arranges transportation; pays for or reimburses
transportation costs; or gives payment for time of travel.

a. When the employment considered in the light of all
attendant circumstances, contemplates that an employer
has a contractual duty to provide or arrange for
transportation of an employee to and from his work
site, either actually or by paying for the cost thereof,
or by reimbursing the employee for the time and expense
of travel, the employee is considered to he in the
course of his employment while availing himself of
the means of travel accorded him.

All of these exceptions are presently part of the law as practiced in
Nevada since they all fall within the definition of injuries “"within the
course and scope of employment". Because of these exceptions, which cover
the situations where the emplcyer has some control or responsibility and
because of the rationale for the nationally accested "coming ané going"” rule,

NIC believes S.B. 195 is not desirable legis:ation.
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OVERVIEW EXHIBIT D

An assessment of the state of the Nevada Industrial Commission at
the time of the first Advisory B;ard meeting would reveal an organization
which was being besieged from all sides. It was being criticized by
claimants, by employers and, as a result, by the Legislature. It had a
Foor image with the general public although specific reasons for this
could not be developed other than poor communications. This culminated
in a intense desire by the Legislature to take steps to solve the "NIC
problem" once and for all and resulted in the formation of the Advisory

Board of Review.

The chai}man of the Commission left the NIC shortly after the ' -
Advisory Board began its work. The Advisory Board intgrviewed a number
of candidates for the chairmanship and prbvided the Governor with the
results of the interviews. The Governor, in turn, made a selection of
the new Commission chairman. The result of this was td combine the
usual changes that new management brings with the inquiry of the Advisory
Board. It should be said that the new chairman's cooperation with the
Advisory Board has been excellent and that same attitude has mostly

prevailed throughout the remainder of the organization.

Over a period of 16 months the Advisory Board has become as knowledge-
able as a part-time citizen board is likely to be of the operations of a
governmental agency. We have heard hours of testimony by claimants and

employers regarding perceived shortcomings of the NIC. We have heard
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numerous proposals from NIC for changes in internal operations and
Q statutory direction. We have heard expert testimony by those in and cut
of NIC. We have individually reviewed the report of the Legislative
Auditor and will monitor the Commission's progress in complying with the

rgport. Finally, we are submitting a 1ist of our recommendations to the

1t

Comission, the Governor and the Legislature.
3
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O“ ’llsurance administrators but it is restricted by state agency controls.

=1 uphasls on rehabilitation to return injured workers to ga1nfu'l employment.
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Like any insurance carrier it must deal daily with claimants who do not
understand nor accept the 1imitatfons of the carrier's obligations under
the workers' compensation law. Unlike self-insured employers, it must
deal with inherently conflicting demands of employers and employees in
administering the workers' compensation and safety programs. NIC is
staffed with dedicated employees though it has the usual state agency

personnel problems.

The NIC has been responsive to the Advisory Board and other agencies -
that have reviewed its operations. Also, under its present management,
it has gone through a period of self-analysis including public meetings

to hear the complaints of its critics.

In our view, the state programs and the administration of these
programs are basically sound. Modifications are needed due to changes
in circumstances. The major circumstances have been the unpdraI]e]ed
growth in covered employment over the past decade, the major program
changes adopted by the Legislature and NIC in the early and mid-1970's,

and the introduction of self-insurance.
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IWISH T0 EXPRESS MY OPPOSITION TO SENATE BILL #203 PERTAINING TO
WORKMENS COMPENSATION, THE PRESENT SYSTEM IS AN OUTSTANDING EXAMPLE
OF THE STATE SYSTEMS DOING AN EXCELLENT JOB AND I SINCERELY DOUBT
THAT PRIVATE INSURANCE CARRIERS CAN MATCH THEIR PERFORMANCE, I
REALIZE THAT THIS IS ONE OF THE FEW AREAS THAT I CAN SUPPORT
GOVERNMENT OVER FREE ENTERPRISE BUT FROM MY PERSONAL EXPERIENCE IN
SEVERAL WESTERN STATES I THINK NEVADA IS FAR AHEAD OF THE OTHERS THAT

—— PROVIDES FOR PRIVATE CARRIERS

OUR FIRM ENJOYS ONE OF THE BEST INSURANCE RATINGS IN THIS STATZ AND
WE BELIEVE THAT OUR INTEREST IN ON THE JOB SAFETY HAS @RIORITY. IT
NOT ONLY MINIMIZES THE HUMAN PROBLEMS INVOLVED BUT INCREASE
PRODUCTIVITY. NIC DOES AN EXCELLENT JOB IN ADMINISTRATING THEZ PROGRAM
AND YOU SHOULD VOTE TO LEAVE WELL ENOUGH ALONE

GEDRGE E VASKO, PRESIDENT
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March 2, 1981 EXHIBIT F

Testimony of Claude Evans, Executive Secretary-Treasurer of the Nevada
State AFL-CIO, before the Senate Labor and Commerce Committee on
March 2, 1981 regarding Senate Bill 203.

Mr. Chairman and Members of the Committee:

The Nevada State AFL-CIO is opposed to S.B. 203 as it provides
that private insurance carriers can write worker's compensation in
the State of Nevada. Our research has found that in states that go

‘from an exclusive State Fund to a three-way system, premiums are

approximately 20 to 25 percent higher for the same benefits. We are

of the strong opinion that the present system of delivering compensation
benefits to the injured workers of Nevada is not only better for the
injured worker but also for the employer in the State who must pay
premiums for these benefits.

In the State of California, which has the three-way insurance
coverage, approximately 60¢ out of every premium dollar reaches the
injured worker in the form of either benefits or medical cost. In
Nevada, under our present system, approximately 89¢ out of each dollar
is delivered to the injured worker in the form of medical and compensatio:
benefits.

We feel this one issue alone is sufficient to continue the present
system of worker's compensation in the State of Nevada.

I will be happy to answer any question the Committee may have.
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JOKN STRALLA b
o Senator Thomas Wilson
Nevada State Legislature
MICHAEL CHADBURN 1 egislative Building

JOHN MADILL ey
RS - Carson City. Nevada 86710

Dear Spike:

Senate Bill 203, which allows private insurers
to write industrial insurance coverage in the State
of Nevada, has been referred to your committee on
Commerce and Labor. The Nevada State AFL-CIO is
opposed to this proposed legislationm.

£:> Studies have shown that in States where private
carriers are writing coverage, only 60¢ of each premium
dollar is going to the injured worker in medical

costs and benefits. In the State of Nevada, under

our present system, approximately 89¢ of each premium
dollar goes fto the injured worker.

The cost of rhe Nevada Worker's Compensation
Program is lower than our surrounding states with
comparable benefits. Please sce attached breakdown
of the respective occupations and the cost to the
emplover.

We urge your assistance in che defeat of this
legislation.

Sincerely yours,

Claude Evans

Fxecutive Secretary-Treasurer
CE: jf

(:) opeu-29
afl-cio

cc: Mark Tully Massagli
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EXHIBIT G

Attorney's Offices

Auditors, Accountants

Automobiles or Auto Truck Dealers,
except salesmen

Automobiles and Auto Truck Salesmen

Ao or Auto Truck Dismantling

Auto Repair Shops

Auto Service Stationsn
Bakeriesq

Banks, except clerical employees
Banks, clerical employees

Barber Shops 1

Beer or Ale Dealers Wholesale
8lacksmithing,.

Bottling Beverages

Bridge Building, Metal

Building Material, Lumberyards

Buflding Moterial Dealers, New

B+%¥ding Haterial Dealers, Second Hand

8 tding Raising or Moving

Building Operation by Contractors or Owners
Bus Operations

Limousine Operations

Bus or Limousine, Garage Employees

Butchering, including Handling of Livestock
Cabinet Works, Furniture Manufacturing
Carpentry, shop only
Carpentry, Construction or Remodeling

of Dwellings
Carpenlry, N.0.C.

RATE COMPARISON CHART

Page Y of 4

Nevada California Ratio of Calif. Arizona Ratio of Ariz. Oregon
1/1/860 1/1/80 to Nevada Rate 9/1/79 to Nevada Rate 1/1/80
. $ .42 $ .43 102X $ .48 114X $ .19
.42 .42 100% .48 114% .68
3.15 4.45 141% 7.47 237% 8.22
3.15 1.25 40% 1.94 62% V.26
12.09 11.43 95% 22.82 189% A
4.16 6.05 145% 6.08 146% 8.22
4.16 6.05 145X 6.08 146X 6.89
3.3 5.4 161% 6.46 193% 7.34
.70 .70 100% .61 to 7.24 87-1034% 1.05 to 6.93
.42 .70 166% .48 114% .49
.70 1.00 144X .97 139% V.70
3.62 10.38 287% 5.77 159% 6.90
4.37 13.30 304% 1.5 263% 11.03
3.35 5.92 177% 6.61-12.00 197-358% 7.84-8.06
12.09 13.76 114X 32.23 267X 30.35
5.02 6.66 133% 10.10 201% 9.12
5.02 6.66 133% 4.52 90% 4.56
5.02 10.17 203% 18.93 37X 16.09
12.09 19.05 150% LN 257% 34.27
4.43 7.68 173% 7.24 163% 6.93
M. 60 7.08 154% 8.53 185% 11.25
4.60 7.08 154% 8.53 e 11.25
4.60 7.08 154% 71.74 168X 6.60
Vb.ss 11.44 151% 5.1 199% 14.77
7.40 9.06 122% 11.43 155% 12.56
7.40 9.06 122% 8.04 109X 9.60
8.57 8.62 101% 9.43-10.62 110-124% 8.20-13.00
8.57 10.30 120X 18. 94 2% 15.99

A = Varfable rate assiqgned
Rating Bureau.

Ratio of Oreqon
to Nevada Rate

n/x
162%

2612,
40%

196%
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219%
150 to 990%
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243% .
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234 to 241%
251X

102%
9%
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245%
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V70%
1294
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Page 2 of 4 <)
E Nevada Catifornia Ratio of Calif. Arizona Ratio of Ariz. Oregon Ratio of Oregon
' 1/1/60 1/1/80 to Nevada Rate 9/1/19 to Nevada Rate 1/1/80 Lo Nevada Rate
Chemical Mfg. )“ 3.59 $ 4.97-9.40 138-262% $ 4.46 to 21.08 124-507% $A o0
Clubs - Country, Golf, Tennis 2.85 4.97 174% 3.46 2% 3.3 nx
Concrete Products Mfg. ¢ 4.52 11.46 251% 16.10 350% 15,30 kRI[Y4
Concrete Construction range - 4.52 to 3.80 to . B6X to 7.03 to 156X to 9.24 to 2047%
12.09 19.24 159% 16.52 137% 17.09 1918
Convalescent llomes or lospitals 6.93 9.15 132X 5.97 86% 10.38 150%
Dental Laboratories .70 .13 161X 1.19 170% 1.06 151%
€1 *ric Light or Power Companies . 3.15 n 118% 6.82 Q7% 3.89 V2%
Pov..+ Line Construction 12.09 14.43 1% 21.23 V76% 18.65 154%
Electrical Wiring in Buildings 3.26 4.09 125% 7.96 2449% 4,22 129%
Engineers - Consulting .18 1.12 95% 1.79 152X 3.3 281%
Dairy Farms 71.58 8.44 mx n.15 147% 14.50 191%
Cattle Feed Yards + 7.58 15.59 206X 16.39 216X 16.94 223%
Field Crops 8.24 9.90 120% 6.27 76% 14.50 176X
Sheep and Hog Farms 4.86 7.05 145% 15.92 328% 14,50 298%
Truck Farms ' 4.86 4.76 98% 3.87 80% 5.77 119%
Feed Mfg. 6.3%5 7.00 mx 13.46 22 Nn.02 174%
Fence Construction/Metal or Wood 8.57 11.09 129% 18.90 to 11.61 221% to 135X 10.49-15.99 122-187%
Fuel and Material Dealers 5.02 6.66 133% 10.10 201% 9.12 182%
Garbage or Refuse Collections 8.24 15.57 185% 16.76 203% 13.3 162%
Gasoline or 04) Dealers, Wholesalex 5.02 5.66 nx 11.06 220% 9.39 18/%
' Gl. .ers - Shop 3.79 7.30 193% 8.44 223% 7.9 209%
- Qutside .19 1.97 210% 13.03 344% 8.4) 222%
Grading Land 6.7 5.51 82X 1.53 nx 10.30 1547
‘Hospitals, All Employees 2.63 2.7 106% 2.85-784 108 to 298X 2.42-8.89 92 to 338%
Including Clerical .42 2.719 664% .48 114% .49 N7
Hotels, All Employees 4.3 6.08 140% 3.99 92% 7.01 162%
Including Clerfical .42 .43 102% .48 114% .49 nn
Iron or Steel Erection, N.0.C, 12.09 16.02 133X 20.23 167% 2y.17 17%%
Iron or Steel Erection, Structural 12.09 16.55 137% 32.23 267X 30.35 251%
Construction of Buildings Over
2 Stories
3 Iron Vorks, Shop, Fabricating 4.37 11.16 255% ) 14.99 343% 11.4) to }7.00 SR to G0
3.80 5.75 148% 5.98 154% 6.47 16

{ Laundries ¢
l
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Page 3 of 4 D
Nevada California Ratio of Calif. Arizona Ratio of Ariz. Oregon Ratfo ot Oreqon
1/1/80 1/1/80 to Hevada Rate 9/1/19 to Nevada Rate 1/1/60 to_Hevada Rate
Machinery Dealers $4.16 $ 7.58 to 6.02 182-145% $7.82 188% $7.72 196
Machine Shops, N.0.C. . 4.94 5.43 10X 8.23 167% 5.42 110%
Mining, Surface 5.25 9.52 181% 6.06 115% 8.5%9 (KA
Mining, Underground 11.05 14.29 129% 23.06 209% 23.95 217%
Surface Employees 11.05 12.20 110% S o S S0
Ore Milling 4 5.54 9.01 163% 4.07 88% 8.04 145%
MHotels x 4.33 . 6.08 140% 3.99 92% 7.00 162%
W-*orcycle Dealers 4.16 3.99 96X 7.47 180% 8.22 196%
C. ~ical Office Employees .42 .43 102% .40 114X .49 N
- Fircmen . 3.53 11.48 325% 8.32 236X 5.46 155%
Hunicipal br County Employees, White Collar 2.22 to 3.06 138X to 1.77 80X to .49 to 22% to
2.Nn 132% 77% 3.06 132%
Municipal or County Employees, Blue Collar 2.22 to 9.82 442% .
2N 425%
Policemen, Sheriffs, Constables » 3.53 15.0% 425% 6.83 193% 5.62 159% .
Public Schools or Colleges .83 1.76 212% .53 to 5.57 64% to 671X .56 to 6.96 671 to 1043%
Nursing Homes, A1l Employees 6.93 9.15 132% 5.97 86X 10. 38 150%
Including Clerical .42 .4 102% .48 : 1ax .49 1177
Optical Goods Mfg., N.0.C. .n 1.99 179% 1.4 127% 1.76 159%
Painting 7.20 7.56 105% 7.3 102% 12.61 179%
Planing and Molding Mills 7.40 G6.30 85% 7.63 103X 10. 32 139%
Plaster Mills 4,26 8.00 180% 4.73 My 5.92 139
P tering or Stucco Work 8.57 9.50 Mmx 11.03-17.12 129 to 200% 13.18 154%
Plumbing, N.0.C. - Shop and Outsidex 3.96 5.34 135% 7.52 190% 6.49 164%
Quarries 5.21 9.52 183% 14.88 286X 17.45 335%
Radio, Television and Commercial
Broadcasting, All Employees .70 1.03 147X .98 140X 1.18 169%
Including Clerical .42 1.03 245% .48 114X 1.18 281X
Real Estate Agencies .70 .6} 87% .61 87% 1.05 150°%
Restaurants 3.95% 4.02 102% 3.94 & 3.99 99% to 101X 4.42 1M12%
Taverns 2.97 4,02 135% 3.94 133X 4.42 149%
Roof ing 8.57 17.59 205% 30.21 353X 2.7 352%
Tire Ocalers & 4.16 6.05 145% - 6.08 146X 6.89 16
Tire Recapping 4.16 9.20 2% 6.08 1477 6.89 [[3Y




Hevada California Ratfo of Calif. Arizona Ratfio of Ariz. Oregon

1/1/80 1/1/80 to Nevada Rate 9/1/19 to Nevada Rate 1/1/80

Iron and Scrap Dealers $12.09 $21.65 179% $21.09 174% $20.73

Sand or Gravel Oigging 5.2) 6.37 122% 13.43 258% 11.83

Sewer Construction 6.7 10.48 156X 14.48 216X 16.73

Stores - Auto Accessoriesy 1.78 2.6) 146% 3. 180X 3.06

Stores, Department 1.78 2.0} 158% 1.07 105X A

Stores, Furniture 2.60 n 143% 4.19 161X 3.62

Stores, Grocery 3.62 2.66 73X 5.73 to 8.45 156X to 233% 5.5
Sto. _s, Meat, Fish, Poultry 5.65 4.31-8.76 76-155% 9.70 172X 5.71-15.15

Street and Road Construction, Grading 6.7 8.83 132X 7.53 nx 13.10

Paving 6.N 8.57 128% 11.18 167% 10.27

Taxicab Operation, Al} Employees x 6.57 15.73 239% 7.74 to 8.53 118X to 134X 11.25

Clerical .42 .43 102X .48 114X .49

Trucking -~ 6.76 11.43 169% 18.65-34.03 276X to 503X 14.52

Wall Board Application 8.57 5.37 63% 11.98 140% 11.35

Warehouses, General Merchandise ~ 3.78 8.60 228X 7.90 209X 9.57

Welding or Cutting, N.0.C. - Shop or Outside 4.94 9.13 185% 15.40 NX 13.00
Wrecking or Demolitfon of Building 12.09 LT o0 31.11-56.22 257X to 465% 34.27-49.44

62/1275
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. STATE OF NEVADA

@ OEPARTMENT OF COMMERCE
£ D
b

-s. 33 INSURANCE DIVISION
ot 201 SOUTH FaLL STRELT
& ¥ CARSON CITY, NEVADA 89710 EXHIBIT H
ROBERT LIST oD 888-4370 OONALD W. HEATH. CLU
Govenrwon c or

March 2, 1981

TO: COMMERCE -AND LABOR COMMITTEE

FROM: DONALD W. HEATH
Commissioner of Insurance

SUBJECT: SB 203, Comments

Senators, you have before you SB 203. As you all know,
the bill's main thrust is to authorize coverage of industrial
insurance by private carriers in the State of Nevada. However,
I think there are a few observations that I would like to
point out to this committee.

Section 53, on page 16, provides that private carriers,
in addition to self-insured employers, are to pay an amount
of monay into the subsequent injury fund which has been
created in my office for the purposes of the present and
existing self-insurance of workmen's compensation program.
Presently, the self-insured employers are paying an assessment
into this fund. Interesting, however, is that Section 117,
subsection 2 and 3, on page 41, further provides that there shall
be another subsequent injury fund established in the State
Treasurer's office. The self-insured employers are to pay into
this fund additionally. With the proposed effective dates
outlined in Section 176, on page 58, of the bill, there seems
to be a probable payment by the self-insured employers into
both funds for a least the l0-month period between January 1,
1982, and October 1, 1982. I think that some clarification
is required to prevent possible double payment by the self-
insured employers.

Section 74, subsection 2, on page 22, provides that an
insurer may satisfy its obligations to make a rate filing by
beconing a member of, or subscribing to a rating organization.
This section goes on to specifically provide that nothing
in that section shall require an insurer to become a rember
of, or subscribe to,a rating organization. However, in Section
152, on page 53, the bill specifically p>rovides that all
insurers must become a member of a rating organization beginning

g
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Donald W. Heath
SB 203, Comments
March 2, 1981
Page 2

on October 1, 1982. In my opinion, these two sections
should be consistent.

Purther, Section 74, Subsection 2, states that

“an insurer”, yet provides no definition for an "insurer®,
wvhereas Section 152, on-pagae 53, which is to be located in Title 57
of the Nevada Revised Statutes (i.e., Nevada Insurance Code)
specifically provides a definition of an "insurer". I think
that a definition should be provided in both of these sections
which are consistent and uniform. This will allow a proper
interpretation of exactly what insurers are to be considered
within the context of the legislature‘'s intent in SB 203.

I would again call your attention to Section 74 on
page 22, subsection 3, wherein “"the Director may authorize"
(lines 14). “Director” is again used on line 24. I fail
to understand who this individual is, as it is used in the
context of this particular section. My office has no such
position authorized in its budget. This. is another section
that requires clarification.

This concludes my discussion of specific sections
of SB 203. However, I would like to discuss an important
area which has not been addressed in SB 203. As you all
know, my office has been the regulatory agency for the
self-insurance of workmen's compensation program since its
authorization on January 1, 1980. Your Honorable bcdy allowed
saelf-insurance of workmen's compensation in the last session
by enacting AB 84. In AB 84 you provided specific prohibited
criteria which could be grounds for withdrawal of a certificate
to self-insure workmen's compensation. I would refer this
committee’s attention to NRS 616.294.

Purther, if private carrier’'s are authorized to insure
workmen's compensation, specific sections in the Nevada Insurance
Code and various insurance regulations provide criteria which
would be grounds for revocation of a casualty iasurer's certificate
of authority.

Prom my understanding of SB 203, the new Nevada Industrial
Commission would become the regulatory agency of workmen's
compensation insurers in Nevada. However, there seems to be .
no criteria other than Section 109, on page 38 of the bill
to allow the Nevada Industrial Commission to properly execute
its dyties.

6u0



ponald W. Heath
SB 203, Comments
March 2, 1981
Page 3

Although the Hearings Division of the Department of
Adnmninistration is the agency through which a dissatisfied
claimant must go %o seek relief regarding an improper
determination of his or her benefits, I must inform the
members of this committee that claimants have called the
workmen's compensation section of my office on a few
occasions to complain about a determination of their
benefits. They do this because they do not wish to seek
a hearing and therefore ask my office for any assistance
we can provide them. I am happy to inform this committee
that the workmen's compensation section of my office has
been able to resolve these camplaints, within hours in some
cases, to the complainant's satisfaction.

It is my opinion, that the new Nevada Industrial
Commission, a3z the regulatory body, should be given specific
regulatory authority to properly regulate the three carriers
authorized to insure workmen's compensation in Nevada.
Therefore, I think an amendment should be made to SB 203
to provide the Nevada Industrial Commission with specific
provisions regarding market conduct and compliance. This
amendment should also provide the Nevada Industrial Commission
with specific responsibilities before my office, if a hearing
is called to withdraw a certificate to self-insure or to
revoke a certificate of authority to insure in the State of
Nevada.

Lastly, I call this committee's attention tc the fiscal
note that my office has prepared for SB 203. I think it is
an accurate (conservative) estimate of the costs that my office
will incur if SB 203 is enacted into law. I will be happy
to explain it in detail to the committee or I can respond to
any questions any of you may have regarding the fiscal note.

Further, I will be happy to respond to any questions
the committee might have regarding any of my previous presenta-
tion at your convenience.

RSS:ms
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g - PISCAL NOTE . A.B.

i §.B.__ 203
o

STATE AGENCY BESTIMATES Date Prepared 2-23-81
jency Submitting Oept. of Commerce: Insurance

Revenue and/or Piscal Year ‘'Piscal Year Pigscal Year

Expense Items 1980-81 1981-82 1982-83 Continuing
rsonnel/Adninistrative $ ©3,363.28 $49,763.28
1rings costs $ 6,500.00 $.6,500.20
ninistrative costs $ 2,500.00 $ 2,500.90
atingent Liability $ 5,000.00 $ 5,900.%0

Total $ 67,363.28 $ 63,763.28_

Explanation (Use Continuation Sheets If Required)

Section 36(1): This section could require the Commission of Insurance to institute a hearing
1f a carrier becomes insolvent or files bankruptcy. There is only contingent
- monetary 1iability, however, it should be considered. Estimated cost=$1,300.20

Section 50(1)§"Some system will have to be imnlemented to nronerly aualifv and reculate those
casualty insurers that are snecifically insuring industrial accidents and occu-
pational diseases. This will cause administrative costs.of $1,500.00.

Section §1(1): If a plan is requested, a proper ecuitable anportionment must Se pranared.
This will cause contingent monetary 1iability. Estimated cost=$1,000.09.

Local Government Impact YES // NO

(Attach Explanation) Signature /
Title
DEPARTMENT OF ADMINISTRATION COMMENTS Date
Signature
Title
LOCAL GOVERNMENT FISCAL IMPACT Date

(Legislative Counsel Bureau Use Only)

Signature
=3 (Reviged 5-29-80) Title

o Goad




s.B._ 203

.Section §1(2): " This section could require a revocation hearing, thus contingent monetary
Tiadbility. Estimated coste $1,000.00. (Hearing costs).

Section 53: The current regulation will have to be revised to accomodate the private
carriers. We can expect a 2-3 day hearing which will require one hearing
officer, one court reporter, secretarial support and other attendant costs.
Estimated coste $2,000.00. (Hearings costs).

Section 74- : Rate filings will require actuarial review bv staff in order to determine

76 whether they will be approved. If disapproved, an administrative hearing
will be necessary. Present staff cannot accomodate this review. Furiler,
any deviations or specfal rate filings could require additional review and
study. It could also lead to a h.aring to resolve. 4ith the number of cas-
ualty insurer that presently write insurance in Nevada and the additional
insurers that will request certification {f SB 203 is enacted, further staff
requirements will be necessary. It will be therefore necessary to ewploy
one actuarial type employee, secretarial support, hearing support, or{ice
expenses. Estimated cost= $33,563.28, initially; $49,763.28 continuirg.

. (administrative and personnel costs).
Section 110: Refer to comments and costs in Section 50, hereinabove.

Section 114(4a): Consultation will be provided to the Nevada Industrial Commission. Although
the exact cost cannot be document.d, monetary liability does exist. Estimated
coste $1,000.00. (administrative costs).

Section 114(4b): The regulation will require staff time, a hearing officer and other hearing
expenses as described in Section 53, herefnabove. Estimated cost= $2,000.00.

(hearings).
Section 134 : Refer to commants and costs in Section 74-76, hareinabove,

Section 136 : Refer to comments and costs in Section 59, hercinabove.

Section 138-: Proper licensing and filing procedures and/or regulations must be adopted to
170 properly regulate rating organizations and advisory organizations. This will
require an administrative hearing with its attendant costs. Further, hearings
may be necessary {f licensing is denied which will creat contingent monetary
liability. Estimated costs= $2,500.00 (Hearings costs).
which
Therefore, all sections that could and/or would require an administrative hearings wuld
require the employment of one hearing officer, one court reporter, secretarial support and
other attendant hearing costs.

A1l rate filings and rate organization licensing provisions will require the emplovment
of one assistant actuary at a grade 32, one full time secretary at grade 23, plus offica
equipment - d supplies. Further, the fact that the certification of the self insured employers
will remain with the Commissioner of Insurance. This will necessitate the hiring of tie above
personnel. A breakdown of the budget is as follows:

01 _PERSONNEL: 21; Assistant Actuary @ grade 32: $21,517.53
1) Management Assist @ grade 23: 3%26%§§6%3_
2 Out-of-State Travel: $ 2,000.00
03 In-State Travel: $ 5,000.00
$75,000.00
24 _Operating Expenses: Office Supplies- $ 250.00 yearly
Communication Expense- $1200.00 yearly
Printing, Dupli.,Copy- $1200.00 yearly
Equipment Repair- $ 500.00 yearly
Building rent/utilities- $3600.00 yearly
$6.750.00
25 _Capital Qutlay-Equipment: Office equipment and furniture $ 3,600.00

A TOTA $ .
+ The fact that the market conduct and compliance of self 1nsured(%ndustr1a1 23,363.28
1 not cause a reduction in expense because the
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Nevada Industrial Commission ’ '3,
Form G2 INTEROFFICE OAORANDUM 033,
TQ ACCOUNT NO.
OM BOB_HALEY ; CLAIM NO.
SUBJECT . S.B, 203 DATE_._MARCH 2 1981
EXHIBIT 1

Chairman Nusbaum asked that I suggest some questions which you might ask during
the first hearing session on S.B. 203.

He has reviewed these questions and has approved my sending them to you in time
for this afternoon's hearing.

Thg questions generally are directed at some entirely confusing sectiods of the
bill.

RSH/dke
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<;;ngested Quesiions for Spike

Question: Please explain section 74,

Commenf: This section could create chaos as far as classification, premium rates
and experience rating systems are concerned.

The insurance commissioner, though given.the function of regulator, could be inundated
with filings. .

Specific points -

Section 74-1 "Every insurer shall file with the commissioner of insurance the rating
system it proposes to use.” If each insurer can define its own rating systems and
if its filings may be supported by the "experience or Jjudgement" of the insurer
(1ines 49 and 50, page 21; and lines 1-3, page 22), there could soon be no coherent
classification, premium rate or experience rating system in Nevada.

Question: Section 74.2. Explain the apparent conflict between the provision on
page ¢Z, lines 9-11, "Nothing contained in this section requires any insurer to
become a member or a §ubscriber to any rating organization® and,

Section 152, page 53, line 4, “Beginning on October 1, 1982, every insurer must be
a member of a rating organization."

Question: How does one reconcile the provision of section 74 which permits a possible
myriad of "rating plans” which include manuals of classifications, rules and rates, .
every rating plan and modification of any of them, and section }53 (page 53, line 5;13)
which permits the commissioner of insurance to adopt reasonable regulations, and
statistical plans which "must be used thereafter in recording and reporting by
insurers of their loss and expense experience”?

guestion: How does one reconcile the provisions of section 75-3 (page 23, line 18-22)
"No manual of classifications, rules, rating plans or any modification of any of them
which establishes standards for measuring variations in hazards, expense provisions
or both, and which is being used pursuant to requirements of NRS 686.B.050, may be
disapproved if the rates produced thereby meet the requirements of Section 74 of the
Act." with section 153 of the Act? '

Section 153 - The commissioner may adopt regulations and statistical plans which
would be incorpatible with a manual of classifications which may not be disapproved.

Question/Proposal: The provisions of sections 74 and 75 are so muddy that effective
rate regulation would appear to be impossible.

If the purpose of these sections is to permit competition among insurers, would it
not be possible to achieve the desirable end by substituting for sections 74 and 75
language along the following lines: -

1. The commissioner of insurance shall designate a licensed rating organization
—~ to establish a classification system for the purpose of classifying all
risks required to provide worker's compensation to their employees.
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2. Al insurers writing worker's compensation policies shall assign the class-
ification to risks in accordance with the rules and regulations promulgated
by the rating organization and approved by the commissioner of insurance.

3. Base premium rates will be developed and filed by the'deSIQnated rating
organization based on prescribed experience data reported by insurers
providing coverage to Nevada viorkers.

4. Insurers may deviate from the base premium rates approved by the commissioner
of insurance by a fixed percentage, not to exceed ?%, appiable to all class~
jfications. Insurers shall file a declaration with the commissioner of
insurance defining the percentage deviation which will be applied to base
rates. The filing must be made 15 days prior to the effective date of the
rates to which it will apply.

Section 48 - This paragraph makes the state insurance fund, which is defined as a

carrier, responsible for coverage of claims which are the responsibility of uninsured
employers.

gbestion- 1. Uhy 'should the premiums of employers covered by the state insurance
fund be used exc]usive]y for this purpose?

2. VWhy shou]d the Commission not assign such c1a1ms in the same manner
as "assigned risks"? Each carrier would then carry his fair share. '

Section 31 - Please exp15}n the meaning of paragraph 2. "An employer who elects to
insure against his 1iability with a carrier other than the state. insurance fund
assumes responsibility only so far as his carrier does not assume it."

1t appears that a state insurance fund policy covers the entire 1iability of provisions
of NRS 616 and 617. However, other "carriers" would be permitted to write limited
liability policies, and the employee would be required to look to the carrier for

some coverage and the employer for other coverage.

What happens if the employer d1sappears before the claim is settled and the carrier's
Tiability is fulfilled?

Wnen there is a question as to who is responsible, the carrier or the employer, how
is the issue resqlved?

Section 33. 2. (page 9, line 17) This section assigns coverage of trainees of
the rehabilitation division to the state insurance fund for coverage.

This group is a poor risk group.
Why should it not be assigned as an assigned risk coverage? |
Section 52.(pagé 15, line 4, line 7, line 8) - This section provides that the state

insurance fund will provide accident benefits to an injured worker if the Commission
finds that his employer is not providing adequate benefits.

-

Why should the state insurance fund provide benefits for which no premium was paid
to the state insurance fund?
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The cost is a cost of the workers' compensation'program and is a regulatory matter.

The Commission should pay from the administrative fund.

Section 65. Why should the state insurance fund be designated as the carrier
responsible for benefits under "The Federal Longshoreman and Harbor Worker's Comp-
ensation Act, the Federal Coal Mine Health and Safety Act and other programs imposed
on Nevada employers by the federal government?

Why not et carriers provide such coverage as they see fit or make it eligible for

assigned risk coverage?

Comment: Section 111.6. (page 39, lines 27-29) As between any claimant and the
carrier no defense based on any act or omission of the insured employer, except non-
payment of premium, may be raised by the carrier. )

This provision reduces the coverage provided as compared to current NIC practice.

As long as a policy is in force, whether premiuﬁs are delinquent or not, NIC provides
coverage.

The claimant will face greater inconvenience and possibly will be required to litigate
to obtain benefits under the terms of this clause.

If the carrier denies coverage because of nonpayment of premium, will the cla%mant
be entitled to coverage under the uninsured employer provision of the Act? Who makes
the decision? - : : .

Question: Section 114.5.(page 41, lines 10-13) - Please explain the’operation of °
this provision. :

. This section provides that any assessment for worker's compensation levied premiums

will be offset as a credit against any other assessment or further tax or taxes upon
the premiums under any other law of this state.

1t would appear that a carrier could write worker's compensation and collect additional
premium without paying any additional premium taxes until the premium assessment for
worker's compensation exceeded all other premium taxes. ‘

The carrier could double his premium income from the state while holding his taxes
at 2 constant figure. . '

Section 116. (page 41, line 19-27) - This section requires a loan, interest free, .
from the state insurance fund to the administrative fund.

The state insurance fund is a trust fund which earns substantial income by investment

" of its assets.

The loan from the fund should be repaid at the avérage rate of interest realized by
the fund during the years of repayment.

The “cost of the money should be included in the assessments on carriers for the
administrative fund. :
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