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The meeting was called to order at 12:45p.m. in Room 213
Senator Thomas R. C. Wilson was in the chair.

PRESENT; Senator Thomas R.C. Wilson, Chairman
Senator Richard E. Blakemore, Vice Chalrman
. Senator Don Ashworth
Senator Clifford E. McCorkle
Senator Melvin D. Close
Senator C. Clifton Young
Senator William H. Hernstadt

ABSENT: None
OTHERS See attached guest list, page 1A
'PRESENT:

SB 3 Provides for transition of workmen's compensation from
NIC to private insurance carriers and self-insured employers.

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

Chairman Wilson announced that SB 3 and AB 84 would be heard con-
currently.

Senator Hernstadt introduced SB_3 and presented background infor-
mation (Exhibit A) regarding the benefits of private insurance as
opposed to the Nevada Industrial Commission insurance. He com-
pared various facets of the NIC system to private insurers, indi-
cating that the NIC system is monolithic, state-run and a social-
ized insurance company.

He stated that NIC had used funds in' trust for the purpose of pos-
tage, to lobby against AB 559 (another bill proposing three-way
insurance in Nevada); and said the use of these funds for this pur-
pose is unconstitutional.

Senator Hernstadt explained that claimants are not treated promptly
by NIC and private enterprise would handle claims better. He said
SB 3 is a cumbersome bill, but would provide for transition to a
three—way system, an 1ndependent appeals process, better utiliza-
tion of the trust fund; and some way of taking over the assets of
the rehabilitation center in Las Vegas.

Senator Keith Ashworth stated he had been vice chairman of an in-
terim study committee created to study the feasibility of a three-
way system of workmen's compensation in Nevada, and of the related
problems with NIC. AB 84 is the result of that study. After much
deliberation and consultation with other states, the decision of
the study committee was to recommend a two-way system, instead of
three-way, because the feeling was that large companies do not seem
inclined to come into Nevada at this time.

Senator Keith Ashworth continued that, although NIC has its problems
it is not as bad as sometimes claimed. The biggest problem seems to
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(SB 3 & AB 84 - testimony continued)

be in communication with the accounts (employers) and claimants;
hearings resulted in an ad hoc committee of large employers which
resulted in a great deal of input into the problem. Senator Ash-
worth stated that some of the larger companies subsidize the smal-
ler ones, thus having to pay higher rates. He added that Sears
Roebuck & Co., Kennicott, J.C. Penney, Bell Telephone, United Air-
lines, Harrah's and some others, self-insure in Nevada. These
employers use the NIC appeals officer through their own expense.

Senator Keith Ashworth explained to Senator Blakemore that the
self-insurance must match that of NIC.

Senator Keith Ashworth explained to Senator McCorkle that one need

for the bill is that the large employers who now self-insure, were

"grandfathered-in" in previous legislation. Large private insurers
have been disinclined to come into Nevada because of the small mar-
ket for their product in the state; he feels they should be encour-
aged to come in.

Senator Hernstadt commented that he doesn t feel the two-way sys-
tem would solve the problem.

Claude Evans, Executive Secretary, Nevada AFL-CIO, presented a
point of view prépared by the Washington State Labor Council (see
Exhibit B, copy located in Research Division Library, Legislative
Counsel Bureau). He stated that Washington has the two-way system,
Mr. Evans also stated that the Nevada AFL-CIO is opposed to Senate

Bill 3, and supports Assembly Bill 84, with amendments. He cited
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various objections to three-way insurance, with examples from other
states. He also cited objections to two-way insurance and stated
the the national AFL-CIO has studied the Nevada system and states
it is the best system in the U.S.

Mr, Evans suggested the AB 84 be amended to provide that an
employee could appeal rather than to have the employer provide for
a hearing. He continued that, while he was an NIC Commissioner,
he frequently sent out letters informing unions of court cases,
how best to represent their people, and how the appeals system
works.

Mr. Evans concluded that the Nevada AFL-CIO would rather have the
present system; but could live with a two-way system.

Senator Young commented that whether there is three-way or two-way
insurance, the legislature has the power to set rates.

Mr., Evans remarked that if NIC were to do its job right, with no
profit margin for stockholders, and could operate at 10 percent

of the premium, 90 percent would go to the injured worker. Whereas,
if a private insurer were involved, a profit would have to be shown,
therefore it would cost the employer more.,
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(SB 3 & AB 84 - testimony continued)

Patty Becker, Nevada Industrial Attorney, presented a proposed
amendment to AB 84 ‘see Exhibjt C) and stated that she supports
AB 84, Ms. Becker explained that a problem with the bill is that
it is unrealistic for a self-insured employee to go before the
hearing officer of a self-insured employer. She suggested that
there should be a hearings officer at a layman's level, where a
claimant could settle a case without an attorney. Ms. Becker
suggested that the amendments she had suggested previously to

SB 382 could be applied to_AB 84. She agreed that the hearings
system should be totally independent of NIC or any other carrier.

Norman Anthonison, Personnel Services Manager, SUMMA Corporation,
testified in support of AB 84, and presented proposed amendments
ibit D) and a letter written to Senator Keith Ashworth

regarding the problems employers' groups have with NIC (see Ex-
hibit E). Mr. Anthonison explained that the employers had formed
a committee which testified before the interim committee on three
occasions. Mr. Anthonison stated that the employers support the
amendment presented by Ms. Becker to the Committee to SB 382.

James Banner, Assemblyman, District No. 11, stated that AB 84 is
the result of the NIC study for which Joe Dini, Assemblyman, was
Chairman. Mr. Banner explained that Sections 1 through 17 are
different from the original bill. The bill emcompasses about 17
different items; the Assembly tried to amend the bill by deleting
‘the heart attack provision because it is covered by other bills.
Mr. Banner referred to Sections 31, 60, 23, 22, 38, 26, 56 and 30
which are all deviations of the present practice. He also agreed
that the hearings system should be autonomous, as suggested by

Ms. Becker.

Mr. Banner explained to Senator McCorkle that the interim commit-
tee felt a change to a three~way system would be too drastic a

move at one time due to its complexity. However, it could be
considered in the future. Mr. Banner continued that the insurance
commissioner, as well as interested self-insurers, had participated
with the interim study committee, to solve the transitional problems.

Senator Hernstadt inquired if all the large employers were to self-
insure, how would the state be able to get private insurers to come
into Nevada to deal with the small or medium employers?

Mr. Banner explained that there are large reserves that the large
employers are paying that would not have to be paid if they were
self-insured. He continued that if a small employer could find

a carrier to offer the same coverage as NIC for less premiums, it
should have the option to do so. In Clark County, for instance,
small businesses could consolidate and self-insure. He added that
years ago NIC operated with a premium dollar of 1/10 its present
operation, and did well,

Mr. Anthonison explained to Senator Hernstadt that the figures show
that NIC pays out 62-1/2 cents for every dollar that SUMMA pays in.
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(SB 3 & AB 84 - testimony continued)

Mr. Anthonison continued that studies have shown that SUMMA does
better with a three-way system in states such- as- California and
Arizona.

Mr. Banner read from the interim subcommittee's report as follows:
"The subcommittee recognizes the need to provide the employers of
this state with alternative methods of coverage; but it is not the
opinion that the entry of private carriers into the field of work-
men's compensation insurance at this time is in the best interest
of all concerned."” :

Mr. Anthonison stated that self-insurance provides impetus for
employers to do a much better job with regard to safety for em-
ployees. He continued that it is estimated that this year the

- SUMMA corporation as a whole would pay into NIC about $1,600,000

in premiums; the concern is what happens to the other 37-1/2 cents

- of the dollar premium paid. Mr.Anthonison was particularly dis-

tressed with the lack of efficiency at the rehabilitation center
in Las Vegas.

Senator Hernstadt referred to the Stanford Institute Report, and
asked if SUMMA had employed private lnvestlgators to learn why it
pays out so much in premlums.

'Mr. Anthonison responded that he had appeared before the interim

study committee three times, the ad hoc committee had traveled to
Carson City to meet with the NIC, had inquired of Chairman Reiser,
other Commissioners and Secretary Evans as to the whereabouts of
the excess $2,900,000 and had not received an answer,

In response to Senator Young's inquiry, Mr. Anthonison replied that
if SUMMA withdrew from NIC he does not know where the excess prem-
iums it pays would go, or if it would result in higher premiums.

Roland Oaks, representing Associated General Contractors, stated
that after inquiring of several major insurance companies in Cali-
fornia, he learned that the Stanford Research Institute is held in

‘high regard. He referred to the SRI recommendations with regard

to Nevada: first, that Nevada should not permit entrance of pri-
vate carriers; second, legislation should be adopted which would
permit self-insurance; fourth, NIC should communicate better with
the public; sixth, a committee composed of representatives of em-
ployers, employees, NIC, the insurance industry, and the Depart-

.ment of Labor should be set up on an ad hoc basis. Mr. Oaks sug-

gested that the same standards of NIC be observed by self-insurers,
to be sure that the same reserves, safeguards, and procedures would
be set up; he suggested that NIC have more control over the self-
insurer. He continued that Nevada is one of the highly regarded
systems in the U.S, Mr. Oaks explained'that Oregon pays $20 for

* the same coverage that costs $7 or $8 in Nevada; the Associated
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General Contractors have.established a separate fund for employers
which returns a dividend of 20 to 25 percent. .
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(SB'3 & AB 84 - continued)

In response to Chairman Wilson, Mr. Oaks answered that the NIC
would be best equipped to determine rates, opportunities for
hearings, and procedures. He agreed with Chairman Wilson that

an autonomous hearing system would be most satisfactory; but said
he doesn't know if paying for the hearings officer out of NIC funds
would be constitutional.

Senator Hernstadt asked why $500,000, taken from premiums paid by
employers, should be paid to advertise NIC each yeax?

Mr. Oaks admitted that his position is not popular, but that if
$100,000,000 is being taken in, in premiums, some of it should be
spent in an effort to communicate.

In response to Senator McCorkle's question, Mr., Oaks answered that
reserves should be set aside in both NIC and the self-insured.

Chuck King, Central Telephone Company, stated he had been on the
study committee on AB 84; and explained that the compensation bene-
fits being equal is covered in section 3, subsection 1. Mr. King
presented statistics from his past six years experience with NIC
(see Exhibit F). He stated that Central Telephone feels the re-
serves are too much, that CenTel has never had a job~related death
or a total permanent disability. In the past 25 years there have
been only 12 permanent partial disabilities, 3 of which were sub-
rogated; and CenTel feels it could save money by being self-insured.
Mr. King suggested that employers with bad safety records are cost-
ing Central Telephone and the:rate payers. He explained that AB 84
in its present form would apply to present self-insurers equally
with new ones.

Senator McCorkle stated that NIC shows 11 percent administrative
expenses in the "pie chart" (Exhibit H); but Mr. King's exhibit
shows that they are keeping 75 percent of the.premium. Senator
McCorkle stated that either Central Telephone is subsidizing the
small employers or the reserve is too high. He said that there
should be room for private insurers to . compete.

Bud McNeely, representing Nevada Independent Insurance Agents,
introduced Frank Damon, Mission Insurance Companies, who stated
that AB 559 provides for competitive workers' compensation. Mr,
McNeely explained that six states are monopolistic, but three of
those provide for self-insurance; there are 18 funds like NIC;

32 states are handled by private insurers. Mr. McNeely continued
that Oregon is an outstandingly bad example of the three-way sys-
tem so it is not a fair comparison; there is a problem with the
definition of permanent disability and permanent partial disability.
Mr. McNeely explained that, in Oregon, the state fund does not

~come under the jurisdiction of the insurance division, but the
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private carriers do. He said the American Insurance Association
did the studies for the interim committee. Since it is comprised
of many companies which do not write worker's compensation, a
"low profile" position was presented by the AIA, when actually
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(SB 3, AB 84 - continued)

many companies would be willing to come into Nevada. Mr., McNeely
did not think it a good idea for NIC to regulate self-insurers; it
would be like the competition setting the rules. He said it would
be better for the insurance division to set the regulations. Mr.
McNeely thought the reserves should be the same for all insurers
and that private carriers would be willing to submit to the autono-
mous hearings system. He concluded that if the rating system is
fair, the only effect would be to reduce the total premium.

Frank Damon, Assistant Corporate Counsel, Mission Insurance Group,
the largest workers' compensation carrier in Arizona and fifth
largest in California, testified in support of AB 84 and presented
background information (gee FExhibit G). Mr. Damon stated that a
competitive system, in a state that is growing as fast as Nevada,
would be beneficial to employees and employers. He explained that
ten years ago private carriers went into Arizona, which had a state
fund, and the system has worked very well. The Arizona system is
more analogous to Nevada than the Oregon system. Mr., McNeely stated
there are 14 states with premiums lower than Nevada, and all allow
private carriers (gee Exhibit G). He stated that it is difficult
to compare one state to another with regard to cost per employer
or employee, but rates did increase in Arizona. However, if the
rates are subject to the control of the insurance division, there
will be built—-in incentives with safety programs and dividends
which private carriers do better. :

Mr. Damon explained to Senator McCorkle that Oregon has 28 percent
of the permanent-partial disabilities nationally because the sys-

tem allows the people to get into the system very easily. In Ari-
zona the law is stricter and not as litigous.

Mr. McNeely explained to Senator Blake that in Washington, the
rate is based on hours of work rather than dollars of payroll, so
it would be difficult to compare Washington or Oregon to Nevada.
Mr. Damon explained that the benefit systems are different also;
questions to ask in these deliberations should be: where are the
benefits, how many people are profiting from the system, and how
many are collecting benefits.

Mr. McNeely ‘concluded that the implication that Oregon's rates

are higher because there is a competitive system are just not
true. Mr. McNeely presented a letter from the Associated Bullders
and Contractors, Inc. for the record (see Exhibit H).

chk Chubb, representing Gibbons Company, stated he had met with
the ad hoc. committee to assist in designing the system for the
self-insuring of workers' compensation. Mr. Chubb stressed u51ng

the term "exclusive" rather than "monopoly" because when only pri-

vate carriers wrltewnrkerscompensatlon, it is a monopoly private
carrier system.

Mr. Chubb explained that large industries had workers compensation
before laws were even written; they found it a better way to lower
costs and better communications. He continued that the insurer -
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(SB 3, AB 84 - continued)

puts up cash and security to be self-insured and that is, in ef-
fect, reserves; the level of benefits is comparable to those of

a state fund, but they can be more. He stated that the national
study of state - funded insurance reveals the most litigated cases
were on the part of the state fund. Mr. Chubb concluded that about
400 employees would be involved in a casino~hotel operation.

James J. Carey, of the Stanford Research Institute, presented a
copy of The Workers Compensatlon System in the State of Nevada
(see Exhlblt?Hﬁ‘COpy located in Research Division Library, LCB).
Mr. Carey referred to the "pie chart” on pages 39 through 41 (gege
Exhibit S He stated that the reason for the discrepancy between
the 10 percent expenses NIC claims and the 60 percent return of
premium dollar private carriers claim NIC receives, is because of
reserves, or how much is being held to pay future claims. Mr.
Carey said the SRI report concluded that private insurers are
neither necessary nor desirable at present; and recommends the
existing system expand itself to accommodate self-insurers. He
added the regulation of self-insurers by the insurance division
is unnecessary, impractical, and would be redundant, referring

to page 45 of the SRI report. Mr. Carey stated since rules and
regulations of workers' are legislated, there is no room for the
insurance division to be involved, NIC should be'in charge. How-
ever, he continued, there should be a good line of communication
between NIC, employers and employees; and that is not the case at
present,. : ‘ ' ' : .

Answering Chairman Wilson's question, Mr, Carey said the present
hearings system is satisfactory and fair.

Mr. Carey referred Senator Hernstadt to the "pie chart" in the

SRI report and stated that private carriers could bring nothing

to Nevada that would bring the benefit line down. Concluding that
the SRI report is not based on the assumption that NIC is the per-
fect system, still, compared to the other two systems, there is

no evidence that private carriers function better than NIC.

Senator Hernstadt asked why there is no data to study, if there
are 32 states with private insurers and 3 states with monopoly
systems? '

Mr. Carey did not answer that question; but stated that the evidence
does not show that private carriers would do a better job. In order
to allow them into Nevada, a complete restructuring of the system
would be required. It would increase the cost of workman's compen-
sation because the base would have to be broadened and the laws
would have to be administered.

-Senatcr Young asked why this would not apply to self-insurers.
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Mr., Carey explained that self-insurers would be assessed for any
increases. Assuming that benefits payments will be the same under

oc6
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(SB 3, AB 84 - continued)

either system, the private carriers will use a 2-1/2 percent pro-
fit loading in determining rates. Mr. Carey said they have an
acquisition cost higher than NIC, and they do not take into account
investment income in determination of their premiums. Mr. Carey
referred to page 43 of the SRI report.

Answering Senator Close's question, Mr, Carey referred to page

15 of the SRI report, and explained that the methods used to es-
tablish rates had been considered and the conclusion was that there
is no cross subsidization. He continued that the telephone company
did not take into account the amount of reserves required to make
claim payments agains benefits already incurred as does the NIC.

Senator Hernstadt stated there has been some question as to whether
safe industries are subsidizing others. He continued that private
categories range between 700 and 800; NIC has 70 to 80 categories.
Senator Hernstadt asked, if NIC has as many categories, would the
subsidizing diminish? :

Mr. Carey responded that the private carriers' methods for classi-
fication result in very small categories; therefore are not very
credible for setting premiums.

Chairman Wilson stated that an employer might not want to partici-
pate in a broad classification and pay a higher premium level when
the nature of his business and his experience rating could justify
for a lower premium.

Mr. Carey stated that employers with a better (safety) experience
than their classification, will have a lower premium. He continued
that private carriers can combine their experience. He said that
NIC can subscribe to the classification system used by private car-
riers if it chooses, but this would not be necessary if the employ-
ers have a better understanding of what NIC is doing. He stated
that it costs NIC substantially less than 21 percent to provide

the same level of coverage and benefits than private insurers; but
the SRI report had not studied a comparison with private carriers.
Mr. Carey observed that the level and types of benefits NIC offers
are adequate.

Senator Ashworth stated that the only reason a private carrier
would offer a lower premium than NIC, would be that it would be
able to spread the risk over more states.

Mr. Carey referred to page 39 of the SRI report for explanation of
Senator Ashworth's question regarding the 21 percent differential
between NIC and private carriers.

Senator Hernstadt referred to page 10 of the SRI report, and asked
how many claimants had been consulted when compiling the report.

Mr. Carey answered that he'd not talked with any claimants; but had
talked with claimant representatives, including six labor repre-
sentatives, as well as members of the Labor Management Advisory Board.
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J. D. Taylor, representing the MGM Hotel Casino, Las Vegas, stated
that it's possible the SRI report could be biased since it was
funded by NIC. He continued that the Commissioner of Insurance
need not regulate the self-insurers; but if he does, the state
fund will, in fact be a self-insurer, and should also be regulated
by the Insurance Commissioner. Mr. Taylor explained that if the
NIC did regulated self-insurers, it could effectively regulate

them out of competition by the following methods: deposit require-
ments could be too high, the hearing process (if left with NIC) may
be used to the disadvantage of self-insurers. He added that a sepa-
rate hearings system would be the most satisfactory solution.

Mr. Taylor stated that over a 3-year period, approximately $4.5
million was paid out in premiums for about $1.7 million benefits;
there was about a 39 percent pay-out ratio. He admitted there is

a difference between the 39 per cent and the 90 percent when sub-
‘tracting the 10 percent administrative costs; but the ratios testi-~.
fied today are too high. He explained that in California where

MGM has a private carrier, over a 3-year period the benefits paid
out were slightly over $1 million, and the premiums paid were about
$1.8 million. Mr. Taylor agreed that a separate -ajudicatory system
should be paid for by all involved: the self-insureds, the private
carriers, and NIC, and it would be prorated according to use.

Senator Ashworth stated there could be a problem if the adjudica-
tory system and the NIC were both state agencies.

John Reiser, Chairman, Nevada Industrial Commission, stated that
the Commission thinks that AB 84 is a good concept and the move
within the last few years has been toward additional options within
the present system. The retrospective rating and the self-rating
programs were offered and Harrah's, Harvey's and others are doing
very well by paying attention to cost control; setting up a fully-
funded system the reserves ‘are adequate.

Mr. Reiser stated that self-insurance is an additional option that
belongs in Nevada and will be an improvement in the options avail-
able to employers; but that it should be a carefully watched pro-
gram so that claimants will receive at least comparable benefits.
Hé explained that an audit package is being developed to review
the reserves being used by the self-insurers presently in the state,
to determine that they are adequate. He stated that Peat, Marwick,
Mitchell and Company, an actuarial firm, does an independent review
of the reserves that NIC has, to determine that they are adequate.
He said that it is necessary for an independent review of the re-
serves; a few years ago the NIC had been given the authority to
determine that private carriers have adequate benefits.

In response to Senator Close, Mr. Reiser said that private insurers
could research Oregon's system as to what it would cost to operate
a self-insurance program vs. the cost of using NIC. The way the
bill is written, the private insurer's eligibility criteria would
have to be specified in the law or in rules and regulations. He
suggested that the Committee could provide enabling legislation
for the NIC or the insurance division, allowing self-insurance.
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Then a study group, made up of self-insureds and possibly private
insurers, and the NIC insurance department staff, could develop
the regulations. Mr. Reiser continued that if employers choose
self~insurance, there will be no detrimental effect on NIC; there
are about 144 employers with $100,000 premiums who would be poten-
tial self-insurers. He answered that NIC would need some guidance
as to know who would choose self-insurance when making rates. Mr.
Reiser's answer to Senator Close was that if there were a three-
way system, and smaller insurers left NIC, it would affect the

NIC system. If the NIC were to adopt the National Council of
Compensation Insurance rates, there would be a 21 percent rate
increase, and for the 17,000 small employers who are paying less
than $1,000 per year in premiums, the annual rate would increase
35 to 43 percent. Mr, Reiser said that the competition would be
in the form of premium discounts for those who pay over $1,000 in
premiums and in the form of dividends for those eligible. Mr.
Reiser stated that NIC charges $24 per year for a minimum premlum

_compared to $250 per year generally charged by private companies.

Mr. Reiser continued that if a state could be found that provides
benefits equal to or better than Nevada's, with lower rates, then
that system should be adopted. He clarified for Senator Close
that if self-insurance is allowed, NIC could continue with its
present system of rate-making. The self-insured would have one
tentative rate that they would establish for themselves, and would
be required to set up fully-funded, adequate reserves to pay those

" benefits. He stated that NIC would go to the more numerous cate-
" gories of employees only if there were a three-way system. Pre-

sently NIC is building in the 5 to 10 National Council classifi-
cations that correspond for the purpose of comparison. He stated
it would cost about $1 million to subscribe to the National Coun-
cil for rate making.

Senator Ashworth stated that if employers above $100,000 were to
leave NIC, there would be a large reserve that would no longer be
needed. He asked if claim benefits in the future, that have not
been included, have reserves set up? He also asked if NIC is over-
funded, for all intents and purposes. :

Bob Hailey, NIC, explained that the reserves are set on individual
claims, not on companies; so when the companies leave, they leave
the obligations they had incurred.

Mr. Reiser explained to Senator Hernstadt that trust fund monies
are to be used for the administrative expenses for the payment of
claims and for necessary communication. He offered to provide a
legal opinion as to whether it was the proper use of trust fund
monies; but stated he had not asked the opinion of the Attorney
General's Office.

Senator Hernstedt asked if NIC coverage costs less, what was the
objection to letting private carriers compete?

Mr. Reiser agreed that private carriers should be allowed as long
as all the standards are equal. He stated that the SRI report

L. |
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concluded that private carriers should be invited in to help de-
velop the standards; but better yet, the state fund should be the
standard to meet.

Senator Hernstadt stated that if a private carrier could come in
and provide similar or better benefits, and similar or lower rates,
it should be allowed.

Senator Ashworth stated that if the coverage is equal and it can

be supplied for less by the private carrier because costs are
spread in other states, this would be beneficial to the claimant.
However, Senator Ashworth doesn't think that a private carrler could
actually compete w1th NIC.

Senator Close asked Mr. Reiser's position on three-way insurance
in Nevada.

Mr. Reiser answered that he does not favor the three-way approach
if it will require a 21 percent rate increase over all, and an even
much higher rate increase for small employers. He added that he
had met with private carriers in 1973 and 1975 to see if they would
be willing to come into Nevada and compete.

Senator Close reiterated his previous question on Mr. Reiser's posi-
tion on three-way insurance in Nevada.

Mr. Reiser answered that, as the Assembly Commjittee on Government
Affairs, and the SRI report recommended, an option for self-insurance
should be offered now; that it would follow NIC standards, and in

the next legislative session, look at three-way.

‘Senator Ashworth stated that it is not the obligation of the legis-
lature to protect employers and if they want to pay 21 percent more
it is their choice. He asked if NIC's rates would necessarily go
up?

Mr. Reiser replied that this is the pattern that has taken place

in other states according to the SRI report and Peat, Marwick and
Mitchell. Rates would go up at least 21 percent and it would hit
the small employers the hardest. Mr. Reiser agreed that NIC could
deviate from the National Council rates. He repeated that if there
were no additional costs there would be no reason that private car-
riers could not come in.

Senator Hernstadt asked if, assuming the figures given by previdus
testimony are accurate, all the large employers withdraw from NIC
what would happen to the remaining accounts?

‘Mr. Reiser answered that they are not over-paying; because incurred
costs, which are disbursements plus reserves, have to be considered.
He continued that the insurance base will decrease and some with
poor experience under the self-insurance program but this will not
have a harmful effect on other employers. He explained that one:
permanent total disability can result in a reserve of about $200,000.

Pads X
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Four or five in a bad year could result in a disastrous impact.
He said he did not know why the SRI report had not consulted
claimants.

Senator Close asked, again, what was Mr. Reiser's position on
having a three-level system, requiring the other 2 levels to pro-
vide at least the same benefits that NIC provides; letting the

2 come with the National Rating system and allow1ng NIC to retain
its present system.

Mr. Reiser stated that if the rates remained the same there would
be no problem; but if the system were changed, a higher cost sys-
tem would be imposed on all employers because there would be a dif-
ferent framework for adjudication.

Senator Close explained that the cost for regulating would be paid
by the insurance company; and possibly - NIC's costs would be reduced
because there-would be fewer claims to adjudicate, there would be
fewer employees.

Chairman Wilson explained that SB 382 revises the hearings system
and the question is whether to amend AB 84 with these revisions.
He asked Mr. Reiser's opinion of this matter.

Skip King, attorney for NIC, stated that there is no need to create

a new bureaucracy to achieve independéence of the NIC in order to e-
liminate delays in hearings. He stated that a director of a depart-
ment of hearings would just interfere with the independence of the
appeals and hearings officers. He explained that the appeals offi-
cer. is totally independent of the NIC, and that a good solution would
be to eliminate the hearings officer. He continued that if the
claimant was not satisfied with that level, he could appeal to the
district court.

Patty Becker, Nevada Industrial Attorney, stresseéd that there would
have to be an attorney to represent the claimant. She continued
that employees can only file claims after missing five days work.
Mr. King stated that there would have to be more appeals officers.

Mr. Reiser explained to Senator Ashworth that in Oregon and Wash-
ington, the rates went up because the state fund was forced to com-
pete with the self-insured and private insurers. He agreed that
reserves are for current accidents, not future ones. He agreed to
consider Central Telephone's figures and project what NIC is holding
in reserve for future and report back to the Committee.

Richard Bortolin, Appeals Officer, NIC, stated that if AB 84 and
SB_382 were to be amended as proposed, the following language should
be added: "any notice of appeal filed with the appeals officer shall’
be accompanled and have attached to it a copy of the NIC's final de-
cision”

Chairman Wilson stated that provision should be in rules and regu-
lations and not statutory.

ik |
(Committee Minutes)
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(NIC testimony continued)

Mr. Bortolin explained that in the five years he has been Appeals

Officer, for each case he has sent a memorandum to NIC for the de-
cision, thus using valuable time. He suggested that 7 days, rather
than 5, be allowed for notice of appeal; and 60 days rather than 45
be allowed for the hearing date. ,

Mr. Bortolin stated that 50 percent of the cases are continued by
counsel's request or other reasons; after which time he has to set
the case again. He clarified that a typical month will have 35 to
39 cases; hearings can'tbe held on Tuesdays because the doctors are
held with NIC hearings. He said he would like control of scrutin-
izing continuances and asked to clear that levels beneath him have
been exhausted. He also asked that the 30 days for determination
be set from the time the claim is submitted rather than the hearing
date.

Chairman Wilson stated that court cases are not recessed in order
to get further evidence; if there is not a preponderance of evidence
the case is denied.

Mr. Bortolin replied to Senator Young that the trial is de novo.

Don Heath, Commissioner, Insurance Division, stated he was on the
subcommittee that worked on AB 84, and the concept of a reserve for
the protection of the Nevada employee who would be covered under
the self-insured system. He stated that AB 84 provides an adequate
initial requirement for financial responsibility as well as an on-
going requirement by reference to the general insurance code, and
the subject of reserves and ratings within that code. Mr. Heath
concurred with the amendment submitted by Mr., Anthonison. He ex-
plained to Senator Young that the insurance division is not now
adequately prepared for a three-way system., He stated that in lieu
of using the National rate-making group, the division could work
independently; but that additional actuaries would be needed, and
they are expensive. Mr. Heath said that if three-way insurance is
being considered, in-depth studies will be required for the purpose
of organization and reorganization.

Senator Hernstadt asked, if there were a three-way system, and if
the employer had a good experience rating, would a dividend be pos-
sible and would it bring the rates down?

Mr. Heath replied that this would allow the insurers to inform their
potential clients that these dividends would possibly be offered.

He stressed the need for adequate premiums and reserves to be mea-
sured against competitive rates; in private industry there is always
the possibility of a company failing.

Chuck Knaus, Actuary, Insurance Division, explained that the Nevada
Guaranty Association uses a post-insolvency method of assessing costs
against insurers. He added that NIC is not a part of that association.

Warren Goderton, representing the Nevada Trial Lawyers, stated that
the association supports AB 84 and AB 382, with the proposed >

(Committee Minutes) .
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(NIC testimony continued)

amendments. Mr. Goderton referred to Section 26, which states
that the NIC can order counseling, training or rehabilitation
services for the injured worker regardless of the date on which
the worker first became entitled to compensation; and he stated
that this is a very bad provision.

Mr. Anthonison presented a document for the record revealing NIC
claim costs v. NIC premium costs (se ibit I

Mildred Lucille Nelson, claimant, present a list of unsatisfied
claimants for the record (Exhibit J) and stated she had been
meeting with these claimants and many more for the past year, and
they feel that NIC is not responsive.

Stephana D. Vance presented two 1etters from NIC for the record

(see Exhibit K)

Chairman Wilson closed the public hearlng on Senate Bill 3 ‘and
Assembly Bill 84,

SB 405 Provides increases in certain industrial benefits.

Senator Wilbur Faiss, the introducer of the bill, explained SB 405,
and presented a collection of NIC claimant letters (see Exhibit L,
copy located in Research Division Library, LCB) and a fiscal note
prepared by John Reiser (see Exhibit M).

Chairman Wilson .closed the public hearing on Senate Bill 405.

AB 98 Allows prescriptions for drugs to be filled by
generic name.

SB 137 Requires substitution of less expensive drugs
under certain circumstances.

For previous testimony see minutes of February 12, February 26,
and March 12, 1979.

The Committee decided to allow AB 98 to be amended to conform with .
SB 137.

Chairman Wilson closed the public hearing on AB 98 and SB 137.

AB 470 Provides industrial insurance coverage for paid
firemen injured while performing Certaln voluntary
services off duty. ;

Julius Conigliaro, representing Federated Fire Fighters of Nevada,
testified in support of AB 470. He explained that it would provide
NIC coverage for paid professional fire fighters and volunteers
acting independently and engaging in fighting fires in emergencies.

(Committee Minutes)
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Senator McCorkle questions the precedent of a state worker asklng
for compensation under voluntary circumstances.

Mr. Conigliaro explained that policemen are similarly provided for
in NRS; and explained that accident reports would have to be filed
with the original jurisdiction.

Senator Young observed that there is a lot of difference between
conditions with policemen and firemen; and asked if situations other
than fires would be applicable.

Mr. Conigliaro answered that they probably would and added that the
bill would have no fiscal impact.

Chairman Wilson closed the public hearing on AB 470.

SB 410 Clarifies certain provisions of public
accountancy law.

Todd Russell, representing the Nevada State Board of Accountancy,
testified in support of SB 410 and explained that it is mainly a
"housekeeping" bill. He proposed the following amendments: Sec-
tion 1, add "in the state of Nevada."; section 5, line 39, include
"as provided by law prior to April 21, 1971"; section 7, lines 8,
' 9 and 10, include "what the board determines to be subttantially the

equivalent of the applicable qualifications under Section 4 and 5

of NRS 628.190"; however, the subsection would be 3 and 4, rather
than 4 and 5. ~ ”

BDR 58-1783)F Exempts the employer who operates a vehicle
. for the transportation of his employees from
provisions regulating motor carriers and taxicabs.

Senator Young moved for Committee
introduction and re-referred to
Transportation.

Seconded by Senator Ashworth.
Motion carried unanimously. .
BDR 58-153§”’ Relates to public utilities regulations, establishes
procedures in placing public utilities and general

improvement districts into receivership for inadequate
service.

Senator Young moved for Committee introduction.

Seconded by Senator Blakemore.

. Motion carried unanimously.

¥ 5B HbL
Xt 58 HeD |
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BDR 55—1659* Revises law relating to development corporations.

Senator Ashworth moved for Committee introduction.
Seconded by Senator Young.

Motion carried unanimously.

BDR 54—1636** Changes various provisions of law governing practice
‘ of veterinary medicine.

Senator Young moved for Committee introduction.
Seconded by Senator Ashworth.
Motion carried unanimously.

No further business. Meeting adjourned at 5:30 p.m.

Respectfully submitted,

Betty Kalicki, Secretary

APPROVED:

Thomas R.C. Wilson, Chairman

X3B by
¥ 4B 465
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GUEST LIST -~ OTHERS PRESENT AND TESTIFYING:

Leo J. Gray, Merck, Sharp & Dohme

Ed Garison, CIBA-Geigy

R. Langley, Dept. of Occupational Safety and Health

James J. Carey, Stanford Research Institute

James S. Lorigan, Commission, Nevada Industrial Commission
Roland Oaks, Associated General Contractors

Melvin S. Laird, American Association of Retired Persons
Orvis E. Reil, Nevada Retired Teachers Association, American
, Association of Retired Persons

Connie Wadhams, Attorney

Skip King, Attorney, Nevada Industrial Comm1551on

John Reiser, Chairman, Nevada Industrial Commission
Elizabeth Anderson, Nevada Industrial Commission

Chuck King, Central Telephone Company

Joe Buckley, SUMMA Corporation

J.D. Taylor, MGM Hotel Casino, Las Vegas

Art Christensen, Nevada Industrial Commission

M. Lucille Nelson, Nevada Industrial Commission Committee
Gilbert Velarde, NIC Committee

Cordy Velarde, NIC Committee

Clarence D. Townsend, NIC Committee

Warren W. Moedert, NTLA

Julius Conigliaro, Occupational Safety and Health Review Board
Claude Evans, Executive Secretary, Nevada AFL~CIO

Patty Becker, Nevada Industrial Attorney

Norman Anthonison, SUMMA Corporation

Bud McNeely, Nevada Independent Insurance Agents

Frank Damon, Assistant Corporate Counsel, Mission Insurance Group
Dick Chubb, Gibbons Company

Aurora D. De La Torre

Bob Hailey, NIC

Warren Goderton, Nevada Trlal Lawyers' Association

Todd Russell, Nevada State Board of Accountancy

Richard Bortolin, NIC Hearings Officer

Senator Keith Ashworth

Assemblyman James Banner )

Chuck Knaus, Actuary, Insurance Division

Senator Wilbur Faiss :

Don Heath, Insurance Commissioner

Stephana Vance, claimant
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'_ To The Editor:

It's abouttimesomoonotookagoodm
-look at the Nevada Industnal Com-.(

" mission.

Persons famihar thh the ﬁold of ..*
Worker’s Compensation Insurance —

were not at all surprised to see NIC.
balk when asked to: disclose their:
accounting records and: financial in-
formation, but their latest eseapade
even surprised me. They must really
" feel as. though they dwmt have to_T)
repm'ttoanyone =5, X

The State Legislature is considering
AB 569, abﬂlthatwoulda.[lowpnvah

insurance carriers to provide workers

compensation insurance.

Apparently NIC feels severly -

" threatened. because on March 27,

James Lorigan a NIC Commissioner

sent a letter on .NIC letterhead at

taxpayers expense to every employer -

in the state urging them to persuade
their lognlators to oppose this ]!Btlﬁed

: bill.. T T
Nevadslsoneoifivestatesstﬂlm ;

“the dark ages of a Worker's Com-
. pensation monopoly. B

Evidence that private mdustry can
administer programs more- efﬁuently
than government is enormous, yet we
seem toignoreit. i s SR

It's about time the’ public was in-"
formed of the facts instead of being fed
information from the NIC, the biggest
- and least regulated “Specml Intemt"

in the state.
RodnoyB. l..uviﬁt

-7:

\

Esghibi,t ,94,;
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State Senator William Hernstadt
Legislative Buiiding

- Carson City, Nevada

Honorable Senator Herngtadst:

So tar in your investigation of the Nevada Indust-ia’ Commission
you have done rore than vour other co'veasua's, WHowever, wvou
and your co'league's have on'v Adone a halt ass Jjob, "As V'sual.”

We the citizens do not mind when a candiidate svends more than

the statues states he/she says they shon'd on a camoalen, as “one
as the monies are his, We dont mind that the candidate owns and
operates his own television station which is used tn turther

that candidate's poYitica’ ambitions, Put we Ao mind when that

elected ottical and his colleague's do a voor Job on investisating
a state entity.

The tollowing are auestions which if wou wi?? take the time and
the energy to rind the answers wil' he rewarding not on'v to vou
in your present position but av'so to the emo’overs, the injured

" workman and the Nevada Citizen as a wvhonle,

1. Apparently trom reading the new's medla and watering the
idiot tube vou are aware that thare are two doctor's whom are
guaranteed a minirum ot $100,000.00 a vear in addition to their
own practice. (And I have seen these vrivate natients treated
at the Rehanivitation fenter.) Are vou aware that the nresent
chairman and one ot these doctors name'v Navid Young, anme *rom
Pennsytvania. Are theyv related? TNoes monies evchange hands
between the two? (David Youne was a teacher at Tenn §+atp when
John Rieser attended school there,

2. Have you and your's taken the time to chealk out David voung's
past? For instance Sunrise Wosvita’ and his evisode there,

3. Have vou and your's taken the time to investiesate the reeu't's
or treatment time at the mivvion Ao 7ar institute rav’led the
Hehabilitation Center ot the Mewada Industria® fommiassion, (Among
the injured it is common knowledge that 1t vou want te stav on
compensation transter to Dr. Ynung.)

L, There have been injured peon'e that I lmow make the statement
that Dr. ftoung Aoes an excessive amount ot heavy drinkine,

5. Do vou and vour's know that Kevin Maher had to #o0 t6 a "Mrv
Out Tank" in the Mid-Westarn States to cure this same disease?

Who vpaid tor this treatment and Aid he receive salaryv while
taking these treatments?



e AHIBIT A __id

6. Are you awvare ot the tact that the Rehabilvitation Center has
more high paid emplovees than they “o patient's?

7« Have you investigated the other emn’owvees in the Pehanilitation
Department? TFor instance, the previous sunarvisnr ot this Aenart-
ment, Curtis Lackie, he had to 20 to and institutinon in Vtgh tor
alcohol treatment tor several months. Tid he receive salary wnile
receiving these treatrents? Wno vaid tor these treatments?

8., Are you aware ot the claim's that have heen aovnroved by the
Yevada Industria? Commission which shon'd not have been aonrowedl
Yet they wers. Whv? Bacause the claimant or sameone the
claimant knew, knew one ot the commigsioners nr the chairman.

It is common knowledge that a pendle thrown into a vond wi' cause
nany rioples but it may never get fo the bobtom ot the nond,

Please show us, the peovn’e who voted tor vou an? mav vote Tor vou
again that you are sincerely interested in this oroblem and not
your own political ambitions.

incore'w

A TNTHTTR TUTDTNCTR ONR WOD HAS
TRDT ulS MADS OTTNF AND ATSH TR
METYETY MUDAMMEITT TOAM AT

<873
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April 5, 1979

Dear Senator Hernstadt,

I do not know rather or not you remember me or not. My name is

Edward H. Sleeper. I have been disabled for almost four years now.

I have been disabled with a broken back. The NIC has caused me to be
hit, stuck, pushed,.pulled, stabbed, knocked, §orced to bend, kicked,.
twisted,stretched by 23 doctors now., I have had to undergo every

type of examination ther is. And I have never as yet been released by
my doctor, ‘ :

The NIC has made me go through two back fusions, when one would have
done the job. And now I have to undergo a third. All because the NIC
Will not wait until my doctor, Doctor Qgilvike has completed his work
and medication. This has been going on since June 1975. The NIC cut
me off last July 10, 1978. And at that time the NIC Doctor forced me
to bend by actually pushing me over, and broke all my operation loose.
I have been in severe pain ever since.

I know, and many people I have talked to believe you are doing or at
least trying to do something about the situation. I would like to

help us victims and you. I believe there is one thing that would help
such unjust treatment. At the same time would save hundreds of thousands
of dollars. Try in some way to prevent the NIC from giving out phony,
untrue reports. They just don't bend the truth but they just out and
out lie. The reports to the commissioners are lies. The reports sent
out to Joctors by theNIC are lies. Reports sent to appeals officer.

are lies.

I do not know if there is anything you can do or not, but brother it

is really unbelievable. NIC employees sit in hearings and lie to the
cormissioners, and of course there is nothing or no way we can convince

the commissioners or anyone else of the truthyg I don't think they want

to here the truth. If the NIC was just forced to abide by the Nevada

Law. Would help. We victims have to but the NIC no way period. !
Thank You in Advance

Sincerely

G dmad b Plagoo

1*83
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April 6, 1979
Senator Bill Hernstadt

Capitol Complex Lk i
Carson City, Nevada 89710 _ h

" Dear Senator Hernstadt:

I am Frank Garrett, #8 Carthay Circle, Las Vegas, Nevada. I am a pipefitter-
welder. I was injured at the Nevada Test Site on November 8, 1977. I received
first aid by Dr. Poole, given pain pills and was driven home from the

Test Site. On Thursday, I saw Dr. Cedarblade at REECO Medical and was given
more pain pills. I was not X-rayed by either doctor but was sent back to
work on Friday. On Saturday, I went to a chiropractor. He X-rayed me

and gave me heat, diathermy, etc., but did not do any sort of adjustment
because he was fairly certain I hac¢ herniated discs and a crushed vertebrae.
This was Tlater confirmed by a positive mylogram. I have had 2 bone scans

to confirm that I am not healing. I did not want to have surgery and Dr.
Kreisler advised against surgery. I asked N.I.C. to allow me to go to a
neurosurgeon in Abilene, Texas, for another opinion and was refused. 1
stayed in a cast awhile, stayed in bed one month - only getting up for meals
and to the bathroom. I took all the medications that were prescribed. I
did several months rehabilitation - the same kind they give everyone instead
of specialized therapy for herniated discs. A Neuromod (pain interceptor)
was given me, which helps a little - sometimes.

I agreed to go back to light duty, mostly to get out of the rehabilitation
program and also to work the 10 months I need to vest my. pension rights through
my union. I was told that I would be pa1d maintenance until I could go back
to work. I haven't received a check since ear]y March and haven't secured
- any light duty.
Some of my medical b111s have not been paid and are be1ng passed back and
forth between N.I.C. and REECO. .
I used the same Dr's report to file for Social Security and was awarded fu]]
disability. I am unable to understand why N.I.C. has only offered me 20% and
that, only until I'm 65. I was hurt when I was 57 so, from now, that wou]d
only be 6 years. That seems very unfair to me.

/

A

Yours truly,//y
=
. /",{fs}}/l,9/¢ /‘/
. Frank arrett

¢¢: Governor Robert List
Congressman Jim Santini

9841
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[. INTRODUCTION

1. Why Labor supports Washington's nonprofit State Fund,
2. Why Labor opposes SB 2219 and HB 924.

? THREE-WAY WORKERS’ COMPENSATIOM: LABOR’S POINT OF VIEM

11, AN EsTABLISHED PROGRAM THAT'S “orKING WELL

1. $1.05 paid to workers for each $1.00 in premiums.
2. Private carriers soak up half the premium dollar.
3. Labor & Industries staff efficiency increasing,
4, First checks being mailed within 14 days.

5. Medical bill backlog has been eliminated.

6. Few Department decisions being appealed.

7. Fraud is minimal, Hotline results show.

8. State safety program is saving workers' lives.

II11. THe SMALL EMPLOYER MEEDS A STRONG STATE FUND

How the State Fund achieves "credibility."

Layers of fat in private carrier premium dollar.

State Fund premium rates are lower.

Private carriers rig rates to favor big business.
Comparison of selected Oregon and Washington rates.

The State Fund: A real bargain for the small employer.

AN d W
. . . - .

IV, ARGUMENTS FOR THREE-WAY: LABOR’S REBUTTAL

1. "The State Fund operation is too big."

2. "Competition will improve the system,"

3. "State Fund costs and deficits are spiralling.”

4. "What's the difference who sends the injured worker
his check?"

5. "Insurance companies will do a better job on safety."

V. A Workers' CoMPENSATION iISCELLANY

1, Oregon's program in trouble, recent studies show.
| 2. Insurance industry ethics under the hot Texas sun.
i 3. Why the Ohio Manufacturers Assn. opposed three-way.
4. Impact of three-way at the check-out stand.
5. How would you keep a handle on the system?
6. Selected readings on workers' compensation,
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WHY LABOR SUPPORTS
WASHINGTON' s
NoNPROFIT STATE FUuUND

The basic objective of our state workers' compensation program
is set forth in RCW 51.04.010: "The welfare of the state depends
upon.its industries, and even more upon the welfare of its wage
worker." The goal of the law is the provision of "sure and certain
relief for workmen, injured in their work, and their families
and dependents."

It's been that way since 1911.

The proposed intrusion of private insurance companies into our

workers' compensation program should be judged by a single standard:

Will it promote sure and certain relief for injured workers?

Labor is convinced that it will not. The insurance lobby has
been around a long, long time. Little in its record suggeéts an
abiding compassion for injured workers.

In private industry, competition is socially wholesome. In
a social insurance program like workers' compensation, it is
wasteful and destructive.

The Department of Labor and Industries now administers the
program at a cost of about seven cents out of the premium dollar.
That figure would at least double with the advent of private

~1-
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insurance. The State Fund would be saddled with the heavy
acquisition and administrative costs associated with the private
carriers. It would be compelled to lobby to protect its share
of the market against the insurance industry. Such expenditures
waste the substance of a program whose sole object is to help
injured workers.

Insurance companies say they can cut costs. The major cost
in workers' compensation is benefits. The only way insurers can
significantly cut costs is to reduce the number of claims. The in-
centive to obstruct claims is built right into the three-way system.

The insurance company becomes the injured worker's adversary.
The humanitarian goals of the law are ignored in the scramble
for profits.

Our nonprofit State Fund is not under pressure to maintain
profit margins or engage in cut-throat competition. It functions
not as an adversary, but as a trustee, whose responsibility is to
evaluate each worker's c’aim objectively and to implement the
"sure and certain relief" mandated by statute.

Certainly labor is often critical -- sometimes sharply
critical -- of Department methods, policies and interpretations.
Certainly the level of statutory protection afforded the injured
worker and his or her family is in many respects less than |
adequate. But every needed improvement in the program can be
made -- can best be made -- within the framework of the non-

profit State Fund.
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In the final analysis, the workers' compensation program
belongs to the workers it serves, not to the employers, and

most certainly not to the insurance companies.

* % %% * % * %

The material on the following pages presents labor's position
in considerable detail. We have sought to address the main points
at issue, but in a subject as complex as workers' compensation,
we must inevitably have left some questions unanswered.

Please feel free to get in touch with us if we can be of

further assistance.

* K ** * & * % * & * % * % * % x* % * * % *k * %

“THERE SHOULD BE NO PROFIT FROM PAIN,”

Governor Dixy Lee Ray,

declaring her opposition

to three-way workers' compensation
in an address to the Joint Council
of Teamsters, November 5, 1978

* % * % * % * % * % * % ** * % * % * % k% * & * &
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NHY LABOR OPPOSES
THE AW.B.’S THREE-WAY BILLS

Washington's established workers' compensation program would
be totally restructured to guarantee insurance industry profits
under Senate Bill 2219 and House Bill 924, the Association of
Washington.Business "three-way" bills. The measures would open
up the lucrative half-billion dollar workers' compensation market
to the approximately 500 general casualty insurers now doing
business in this State.

The bill is sweetened with a provision repealing the exist-
ing worker contributions to the medical aid fund. These range
from about two cents a day for telephone workers to about 25 cents
an hour for loggers. That lump of sugar is calculated to pacify
workers. Everything else in the bill is written with a cold
eye to insurance company profits. Here are some of the long-
established injured-worker rights and protections the bill attacks.

Pension rights jeopardized: 1In some three-way states,

insurance companies are allowed by agreement with the claimant
to pay a lump sum in lieu of lifelong pensions to totally and
permanently disabled workers and to spouses who survive an
industrial fatality. Such "compromise and release" agreements,
as they are called, rarely contribute to the worker's long-term
well-being. The National Commission on State Workers'®
Compensation Laws unanimously opposed their use. They are pro-
hibited in this State, although the statute gives the Department

of Labor and Industries carefully limited authority to make
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lump-sum advances up to $8,500 in exceptional cases. SB 2219

and HB 924 repeal the $8,500 limit and open the way to compromise
and release. Here's what can happen: The worker is enticed by

an insurance claims adjuster into accepting $20,000 to invest in

a small business. A year later, the business folds. The insurance
company has been released from all responsibility, and the worker
has lost his right to the pension that would have sustained him

the rest of his life.

Built-in harassment of pensioners: At present, industrial

insurance pensioners must certify by affidavit twice each year
that the circumstances qualifying them for a pension have not
changed. The insurance industry's bill would substitute for

this reasonable requirement the mandatory periodic physical
re~examination of every permanently and totally disabled worker
"to determine if the worker remains permanently incapacitated
from performing any work at any gainful occupation." This
amounts to a directive to hound the industrially maimed, crippled
or widowed person off the pension rolls or into an early grave.

Worker's medical history unprotected: The department's

present practice is to request additional medical information
only when it has good reason to believe that the information may
help determine the cause of any injury or condition, the degree
of its aggravation, or other facts bearing upon the claim. The
worker must sign a release before the department can get the

additional information. SB 2219 and HB 924 introduce Washington's
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500 licensed general casualty insurers into this delicate process.
An insurance company could conduct endless "fishing expeditions"
into a worker's lifelong medical history probing for grounds to
deny or terminate a claim. Opening medical records to insurers
also creates the possibility of an insurance "medical blacklist"
advising prospective employers not to hire workers whose medical
histories they regard as suspect.

Right to refuse treatment eliminated: Under the present law,

an injured worker has a right to refuse, for good cause, to undergo
an examination or a course of treatment directed by the department or
by a self-insuring employer. SB 2219 and HB 924 destroy this pro-
tection. Section 35 would enable an insurance company, for example,
to order repeated examinations of a Black worker by a racist doctor,
or a woman worker by a sexist doctor, upon penalty of his or her case
being closed. Or a worker could be compelled to submit to unwanted
and risky surgery as a condition of continued coverage.

New self-insurance gimmick for employers: A substantive change

much desired by employers is that incorporated in Section 27, per-

mitting associations of employers to self-insure. Under present

law, only relatively large individual employers, meeting relatively
stiff requirements, may self-~-insure. Self-insurance under an
"association" umbrella would enable the individual employer to
escape setting aside the substantial reserves required of individual
self-insurers or private carriers. While materially improving the
employer's cash flow, self-insurance under such conditions could

jeopardize downstream pension and other benefits for his workers.

-6-
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AN EsSTABLISHED
PROGRAM THAT'Ss
WorRkING WELL -

With the rights and benefits of more than
2.3 million working men and women on the line,
surely it's wise to think twice before ditching
an established workers' compensation program for
something radically different and controversial.

Especially when that established program can
be shown to be working well.

Let's begin with benefit payout...
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An Established Program That's Working Well:

1. $1.05 In BemeriTs Fer EacH 5 1.00 In PreEMIuM

In Washington State, for every dollar paid in premium, an
injured worker down the road draws about $1.05 in benefits.
That's possible because investment earnings more than offset the
entire expense of administering the program.

The Department of Labor & Industries spends about seven
cents of each premium dollar for all administrative costs,
including occupational health and safety, the rehabilitation

program, and the cost of appeals. The Department earns about

twelve cents on each dollar of investment. Every bit of invest-

ment income is plowed back into the program. This income enables

the Department to discount premium rates about ten per cent.

No private insurance carrier, and no private insurance
state, will ever deliver that kind of performance.

Of each dollar in premium paid, only about 76.5 cents
comes from employers. The remaining 23.5 cents comes out of
workers' paychecks. Workers' contributions finance half the
medical aid and supplemental pension funds.

Employers paid $232 million and workers paid $87 million

in premium to the nonprofit State Fund in 1978.
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An Established Program That's Working Wcll:

2. PrivaTE CARRIERS Soak UP HalLF THE PreEmIium DoLLAR

In three-~way Oregon,; "in 1977, only about 47 cents per
insurance dollar reached claimants or survivors," reported
the Oregon Journal after a six-month investigation of that
state's program.

In New Jersey, the insurance industry has the program all
to itself, unfettered by a competing state fund. A 1974 State
Commission investigating New Jersey's program commented:

"The most tragic aspect of the Workmen's Compensation
system in the state is the small percentage of premium which
ultimately inures to the beneifit of the worker. Despite the
fact that over $1.2 billion was credited to premium income by
insurance carriers from 1967~1971, only 41 percent or $502.8
million ultimately found its way to the person for whom the
system was formed,; the worker."®

A federal Workers' Compensation Task Force reported in
1977 that, nationally, only 52 cents of every premium dollar
reaches the pockets of the injured worker.

Look at it this way. Working people want becnefits to be
as high as possible. Employers want the cost of the program
to ke as low as possible. These are conflicting goals. We
can come a lot closer to satisfying both goals under our non-
profit State Fund, with its consistently high ratio of benefit

payout to employer (and employee) premiums.
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An Established Program That's Working Well:

3. - LABOR & INDUSTRIES STAFF EFFIcCIENCY RISING

The insurance lobby castigates the State Fund operation as
"inefficient" and "bureaucratic," and claims the private carriers
can do a better job.

Any department big enough to process 215,000 claims and
handle $369 million in premium income in a single year is going
to make errors and be subject to criticism. But in fairness,
the criticism ought to be tempered by an overall look at the
department’'s effectiveness.

Over the past five years the number of claims processed per

staff year in the department's industrial insurance division has
risen steadily. The increased efficiency applies both to claims-

handling staff and to employer account-handling staff. Here

are the figures for the claims section:
State Fund
Fiscal State Fund Claims Sec. Claims per
Year Claims Staff Years Claims Staff Yr.
1973 141,509 388.0 364.7
1974 148,503 379.2 391.6
1975 151,388 395.3 383.0
1976 155,154 398.5 389.4
1977 165,570 394.7 419.5
1978 176,541 393.0 449.2
(Note: The increase in total claims load roughly parallels

the increase in the number of workers covered by the program.)

-10-
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An Established Program That's Viorking Uell

i, FirsT CHEcks Beinc MAaILep Yitrin 14 Davs

According to RCW 51.32.210, initial benefit checks
must be mailed to eligible injured workers within 14 days.
This provision is obviously vital to the waiting, helpless
injured worker. For that reason, it provides an excellent
measure of the agency's commitment to the humanitarian aims
of the program.

Throughout the early 1970's the department fell griev-

ously short of its statutory obligation for prompt initial

payments. But in mid~1977 its performance changed dramatically
for the better. ' |

By 1978, ninc of every ten initial State Fund checks ,-%
(89.8%) were being sent within 14 days, and the tenth check
was being delayed less and less.

This compared favorably with the performance of the
“private enterprisc” segment of our workers' compensation
program. Self-insuring employers and their service companies
met the l4-day requirement in only 8{.9% of claims involving

time-loss in 1978.
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An Established Program That's Working 'lell:

5. MepicaL BiLL BuzokLos CLEANE==UP

The department's success in cleaning up a massive backlog
of unpaid doctor and hospital bills is evidence that it can
tackle and solve a chalkenging administrative problem.

Unpaid bills pecaked at 153,009 -~ an intolerable throe-
month backlog -- in January, 1977. The issuc was not one of
merc bookkeeping importance. Unpaid, disgruntled doctors and
hospital administrators incvitably impair the quality of
injured worker carc.

Once the Decpartment zeroced in on the problem, the backlog
was totally cleaned up in 90 days. In cach of the past 21
months, the end-of-month tally shows that doctor and hospital
bills are being processed efficiently and paid promptly.

* % * % * % * % * %

Incidentally, from the standpoint of the doctor's or the
hospital's bookkeeping, it's a lot simpler to bill a single
State Fund for all claimant services provided, than to stay
on top of which among the hundreds of private carriers in the

field insures which employer of which injured worker.

_12_.
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An Established Program That's Working Well:

6. Few DEPARTMENT DecisioNs ARE APPEALED

About 225,000 claims were rceceived by the department during
calendar 1978. In only one case in every hundred did the injured
worker file an appeal disputing any of the many determinations
associated with his or her claim. Most of those appeals were
resolved either by the department reassuming jurisdiction (that
is, admitting its own error) or by informal conferences.

Employers filed only 116 appeals in calendar 1978. The
question naturally arises: If the present system so chronically
malfunctions, why did employers resort to their lawyers only
once in every 2,000 cases?

Each year since 1972, only about 1 percent of all claims

have involved either worker or employer appeals. The fdgures:

Calendar Total Total Appeals as
Year Claims Appeals % of Claims
1972 148,413 1824 1.2%
1973 166,478 1600 1.0%
1974 176,204 1440 0.8%
1975 177,147 1586 0.9%
1976 190,626 1947 1.0%
1977 204,358 1705 0.8%
1978 225,216 2347 1.0%

-13-
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An Established Program That's Working Well:

/. ScANT FRAUD PEVEALED BY HOTLINE

For more than one year, the Department of Labor and Industries
has operated a widely-publicized industrial insurance "fraud
hotline." 1If claims processing is chronically sloppy, or if the
system frequently provides injured workers with benefits they
aren't entitled to, substantial employer and citizen protest
ought to have been registered.

In fact, the fraud hotline logged a total of 455 calls in

the first 13 months of operation, or about 1.6 calls per working
day. Most of the calls either were referred to other agencies;
dealt with noncompensable, closed or rejected claims; could not
be connected with a claim number; requested information only;
duplicated other calls giving the same information; or were
crank or obscene calls.

Only 168 calls, about 37 percent of the total calls, concerned
industrial insurance claims. Of this total, 74 were sent out for
field investigation, and the rest either were resolved with phone
calls or contained information the Department already was aware of.

Only about 24 of the 168 have thus far been found to contain
"valid information" regarding fraud, the Department reported.

In the context of 215,000 new claims, and thousands of

holdover claims, how much cleaner could the record be?

-14-
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An Established Program That's Working Well:

STaTe SAFETY PROGRAM 1S SAVING HWoRKERS' LIVES

The insurance lobby boasts of its safety expertise. But
under three-way, private carriers never come in contact with
the small firms that most critically need that expertise. For
understandable reasons of profit, the carriers much prefer to
do business with larger and safer employers.

Obviously the asserted carrier safety expertise is applied
haphazardly at best. Representing a chaotic mix of competing
companies, insurance industry safety staffs, taken as a whole,
do not and cannot conduct a coordinated campaign to cut down on
industrial accidents and industrial disease.

In contrast to the haphazard application of insurance
company safety resources, the trained engineering, education and
enforcement personnel of Washington State's Division of Safety
have a clearly-defined mission and a rationally-coordinated
plan to achieve it.

For more than two years the safety dif¥ision has centered
its inspection activity on high-risk employers and industries,
using a "special emphasis" program in many respects unique in
the United States. The program is based on six-week-old com-

pensable claims data from. the computerized industrial insurance

records of the Department of Labor & Industries. Inspection

priorities are determined by actual accident reports, region by '
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region, industry by industry, and within industries, employer
by employer.

"Worst first" criteria are used to make the most efficient
use of safety division inspectors and hygienists.

The data are reliable because employer-employee-physician
reporting is centralized through the State Fund, not diffused
among a host of insurance companies.

Private insurance states cannot match Washington's ability
to generate data which accurately reflect current job accident
experience. Most states base their inspection priorities on
federal Bureau of Labor Statistics reports that are far less
detailed and that are at least two years old.

The results of Washington's pioneering statewide program are
statistically verifiable. They can be measured in human lives.

In logging, for example, WISHA administrators have just becn

commended by OSHA, the federal overseeing agency, for exemplary

work. In the six month period under review, OSHA noted, fatalities

compared with the same period a year earlier were down 35 percent
in logging as a whole, and 60 percent in the cutting sector, iden-
tified by the special emphasis program as the deadliest in the
industry.

Loggers are alive today because imaginative and concerned
administrators conceived and implemented "special emphasis." No
insurance company anywhere will ever be able to claim a comparable

achievement. Insurance companies just don't operate that way.

*WISHA 1s the Washington Industrial Safety and Health Act.
~16~
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THe SmMmaLL EMPLOYER
Heeps ODUR STRONG
STATE FuUND

Is the Association of Washington Business
acting in the best economic interests of its small
business constituency in making the enactment of
three~way workers' compensation its top priority?

We are convinced that it is not. 1In the

following pages we explain why.

-17~
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The Small Employer Needs a Strong State Fund:

1. How StAaTE FunDp AcHIEVES “CREDIBILITY"

The small enterprisc is inherently difficult to insure
inexpensively. In insurance terms, it lacks the "credibility"
to enable an insurance company to charge a low premium or to
offer discounts or dividends.

The State Fund achieves credibility by the large volume of
its business. It can "take a risk" far more safely than the
individual private carricer. It can spread that risk over the
full range of its industrial insurance accounts. The small

employer is not penalized for his lack of sizec and credibility.

Parcel out the State Fund's business among a multitude of
private carriers (170 are now active in Oregon; about 500 would
be eligible to write coveragc under Washington's pending three-
way bill), and the credibility breaks up and vanishes.

When credibility goes, rates are driven up. The small

employer is hardest hit.

In 1977, the Department of Labor & Industries estimated
that in Oregon under three-way the very smallest businesses
were paying two and one~half times the premium rate paid by

the very largest businesses.

..18...
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The Small Employer Needs a Strong State Fund:

2. Lavers oF FAT 1IN PrRiVATE CARRIER PREMIUM DOLLAR

The National Council on Compensation Insurance assumes that
insurance companies need about 39 cents of each premium dollar
to pay expenses and make a modest profit when handling small
employer accounts.

In Minnesota, a typical private insurance state, permissible

expense components for insurers of small employers are these:

Percent
Acquisiticn (sales) expense 17.5
General administration expense 8.4
Claims adjustment ecxpense 8.2
Taxes 2.7
Profit and contingencies _2.5
TOTAL 39.3

Under our nonprofit State Fund cperatcion, total expenses of

the program run about 7 cents of the premium dollar. Earnings

on investments, plowed back into the program, more than take

care of all expenses.

~19-
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The Small Employer Needs a Strong State Fund:

3, StaTe FunD PrREMIuM RATES ARE LOWER

Measured by hard dollar costs, nearly every Washington State
employer is better off insuring his workers' compensation liability
with the nonprofit State Fund than he would be under a three-way
system. And that goes double for small employers.

Employers are better off because the State Fund's nonprofit
method of operation produces premium rates substantially lower
than rates set in private insurance states.

The State Fund seeks to fix employer premium rates at the
minimum consistent with meeting its statutory obligations to
the injured worker. The insurance industry deliberately pegs
rates high enough to assure a profit to the least efficient
private carrier.

The State Fund applies the anticipated income from its invest-
ments to employer premium rates, thus reducing rates about 10 per

cent in advance. Insurance carriers also invest their premium

income, but the earnings accrue to the carriers and are not
used to reduce premium rates.

Above all, the State Fund provides this mandatory insurance
at rates that carefully take into account the cost impact on the
smaller enterprise. The result is that small employers as a class
pay less in premiums than they expericence in losses. This is
possible only because the State Fund's share of the market is so

large that it can spread the risk of each individual account.

-20-




No private insurer can do that. In three-way states,
insurance industry rating bureaus structure premium rates so
that the many small employers subsidize the discounts and the

dividends offered to entice the big and profitable few.

* % * & * % * % * %k * % * %k * % * % * % * % * % * % %%

WILL THE REAL BILL JACOBS PLEASE STAND UP?

"I am confident I can say that not a one of us in the room this morning
would either describe or represent Washington's Workmen's Compensation Law to
be a model of perfection.

"This is not to say, however, that it's a bad law. Quite the opposite,
it's a good law--in point of fact one of the best!

"Like everything else, we must view the situation in balance. When our law
is objectively compared with those throughout the rest of the nation, it can be
stated without equivocation that Washington's law ranks with the leaders--it
stands head and shoulders above most...

"The security provisions of Workmen's Compensation have received little
attention except for perennial debates over the comparative merits of the
exclusive fund, competitive fund and no-fund approaches. I suggest that it is
more important to reform the existing approaches than to direct energies and
attention to debates that shed more heat than light and that in over 30 years
have caused only one state to change its basic approach. Improving operations
and regulations of the present fund should produce more satisfactory returns
for a relatively small expenditure of effort.”

From Address of William C. Jacobs, Director,
Department of Labor & Industries, to the
13th Annual Convention of the

Washington State Labor Council, AFL~-CIO
Richland, Washington =-- August 25, 1970

~9
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The Small Employer Needs a Strong State Fund:

4, PrivaTE CARRIERS RIG RATES FOR Bre Business

Using Oregon as an example, here are some of the insurance
industry gimmicks that discriminate in favor of the bigs and
against the smalls:

Experience (merit) rating: In Oregon, employers paying

less than $750 in premium are not eligible for experience
rating. The $750 cutoff would have eliminated tens of thousands
of employers in Washington in 1977. But under Washington's
igg:grofit State Fund system, experience rating is used for all
employers, regardless of size, who have reported in more than
one year of the three-year experience period. Small firms ex-
periencing a serious accident are cushioned by a 25 per cent
limit in the annual experience modification. Every small firm

with accident-free experience receives a 15 per cent credit.

Minimum premiums: In Oregon, the minimum premium for most

classes of employers is $100 a year. In Washington, the mini-
mum is $10 in any one quarter, or $40 for a full year.

Expense constants: In Oregon, employers generating base

rate premium under $200 a year pay a $15 expense constant.
Employers generating base rate premium between $200 and $500
pay a $10 expense constant. Expense constants are simply
penalties imposed by the insurance industry for lack of size.

Washington doesn’'t use them.

-2~
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Premium discounts: In Oregon, only employers paying more '

than $1,000 annual premium qualify for premium discounts. That
$1,000 floor would have denied discounts to 62,000 Washington
employers in 1977. Discounts are scaled so that the larger the
employer's premium volume, the greater the percentage of the
discount. The base or manual rates set by the insurance industry's
rating bureau are loaded to pay for these discounts. It's another
instance of the smalls subsidizing the bigs.

Washington doesn't offer premium discounts of that kind.
It does, however, discount all premium rates across the board
about 10 percent in anticipation of earnings on investments.

Dividend plans: Oregon State Insurance Division records

show that insurance carriers overcharged employers nearly $200
million between 1966 and 1977 to finance a dividend system pro-
viding insurance refunds to selected larger employers. The over-
charges were loaded into manual rates established by the insurance
industry's rating bureau.

Lester Rawls, former Oregon insurance commissioner, says
that dividends aren't fair even to those employers who event-
ually get some of the overcharge back. "It;s a triple whammy,"
Rawls told the Oregon Journal. "First, the insurers get free
money that they can invest until they have to give it back a year,
two or three later. Second, the investment earnings aren't

considered officially in the ratemaking process, and therefore

-23~
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don't do the employer any good in producing a lowef insurance
rate. Third, the employer who pays the overcharge doesn't
have the use of this money as capital for a long period of time
before getting some of it back in shrunken dollars."

Oregon's State Fund is trapped in the Swamp of insurarnce
induséry practices. It paid $28.5 million in dividends last
year, with the entire amount going to only 13,459 (26 per cent)

of its 50,517 customers.
Even with a perfect safety record, no Oregon employer

paying less than $2,000 in annual premium is eligible for

dividends.
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The Small Employer Needs a Strong State Fund:

5. A ComparRISON OF RATES IN OREGON AND WASHINGTON

Direct comparison of premium rates paid by employers in
Washington under the State Fund with those in Oregon under three-
way insurance shows that Washington rates are consistently,
sometimes dramatically, lower.

Here are January 1, 1979 rates chosen from industries common
to both states. Washington's rates have been expressed in terms

of payroll to permit comparison with Oregon's.

PREMIUM RATES PER $100 OF PAYROLL

Washington Oregon

Logging $16.89 $31.49

5 Tel/tel (except clerical) 1.46 3.37
= Freight handling 3.84 8.31
Natural gas company 1.29 4.11
Restaurants/taverns 3.87 5.69

Newspaper publishers 1.17 4,09

Orchards 8.82 14.50

Poultry farms 6.64 8.87

Field crops 5.97 14.50

Clerical employees .21 .45

Clothing, retail .82 2.06

Supermarkets 2.95 6.02

A comparison of rates for all risk classifications as of
January 1, 1979, is available upon request from the department.
Differentials in most risk classifications are comparable to those
listed above.

The Oregon rates listed are manual rates. They are modified

by minimum premiums and expense-constant penalties imposed on small
employers, and by discounts and dividends made available to . '

large employers.
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The Small Employer Needs a Strong State Fund:

6. State Funp A ReaL BARGAIN FOR THE SMALL ENTERPRISE

In 1977, some 66,886 of the State's smallest employers
(those who paid less than $1,321 each in 1977 premiums) incurred
an estimated $1.38 in workers' compensation losses for every
dollar they paid into the State Fund.

That's a loss ratio of 138 per cent.

Actually, only about 77 cents of each premium dollar was
the employer's money. The other 23 cents -- half the cost of
funding the medical aid and supplemental pension funds -- came
out of workers' pay checks.

Where else could a small employer provide $1.38 in workers'

compensation benefits to his employees at a cost of 77 cents?

Certainly not in a three-way state.

The table below, drawn up by the Department of Labor and
Industries, shows the loss ratio of all Washington employers,
grouped according to amount of 1977 premium paid.:

1977 Industrial Insurance & Medical Aid Combined

Premium and Loss Distribution

| Premium No. of Earned Incurred Loss
Size Range Firms Premium(000s) Claims(000s) Ratio
‘ 0-1,321 66,886 22,683 31, 346 138%
l 1,322-2,643 9,808 18,392 16,151 88%
2,644-13,214 12,619 70,892 71,576 101%
T 13,215-39,643 3,721 59,286 65,287 110%
- j 39,644-132,139 911 60,656 64,387 106%
132,140-660,696 198 45,060 44,136 98%
| 660,697 & over 14 17,746 18,064 102%
3 93,157 294,715 310,947 106%*

*Carnings on investments made it possible for the State Fund to
pay out more in benefits than it received in premiums

~26- 1003
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ARGUMENTS ADVANCED
In SuppPorT OF TuREE-WAY:
LABOR'S REBUTTAL

“The State Fund opcration is too big...it
needs the spur of competition...costs are going
out of sight...insurance experts can do a better
job of safety..."

Such arguments by threc-way advocates have
had a biennial airing for dccades. In this
section, we respond to some of the principal

ones.

--—-‘——_—_---mﬁ
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Arguments for Three-way: Labor's Rebuttal:
1. “Tue State Funp Operatiom Is Too Big...’
The insurance lobby contends that Washington's State
Fund operation has grown "too big" -- that it's time to break

it into smallcr picccs.

Of course thc program has grown. The statz's economy and
its work force have grown. Growth is inevitable =-- but is
size in and of itsclf an evil? 2Actna, Firemen's Fund and
Employers Mutual Liability all show workcers' compensation
writings comparable in volumc to thosec of our State Fund.
Liberty iMutual and Travecllers Indemnity have roughly double
our State Fund's premium volume. Is the insurance lobby

agdvocating their dismemberment?

The thrce-way advocates base their “too big” contention
on e¢xisting backlogs and delays in claims processing. Three
responscs need to bce madc.

First, Labor & Industrics productivity has gonc up sub-

stantially, ycar after year, for fivce consecutive years. That

mcans that insurance lobby criticisms have less validity this
year than in 1978, and had less in 1978 than in 1977, and so

on back to 1973,

Second, greater internal cfficiency was wiped out backlogs
in two critical areas: payment of initial time-loss checks to

injured workers, and paymcnt of doctor and hospital bills.

s
Y
-
o1

— = = = = o )= = = o o =@l -



Third, the remaining backlogs and delays are accounted

for by the inabil¥ty of a staff frozen at 1973 numbers to
cope fully with a stcadily-growing 1979 workload.
When the froth has boiled off the furor, we are left
with one bedrock fact: Labor & Industries last year admin-
istered the cntirc program -- processed 225,000 claims, operated
a rchabilitation center, financed a statewide WISHA program,
underwrote thce cost of appeals -- and did it all on about 7
cents of the premium dollar. .
The best-run insurance company in America couldn't even
find its way into that ballpark, much lcss get on base when
it got there.

Then there are the obvious advantages of being big --

advantages few insurance companies can cven pretend to offer:

Specialization: Washington's industrial insurancc division

doesn't have to worry about fire, auto and half a dozen other
insurance lines. It concentrates on workers' compensation.
Few privatc carricecrs do that.

Minimal premium rates: Employcers benefit from economics

of scale. The more widely the risks can be shared among many
insureds, the lowcr the rates can be held for all.

Uniformity of administration: Industrial insurance stat-

utes are implementced uniformly throughout the state. They
aren't subjcct to the whims, vagaries and misinterpretations
of a host of insurance agents and claims adjusters representing

hundreds of competing companies. '
..29..
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Arguments for Three-way: Labor's Rcbuttal:

2. “CompetiTion WiLL Improve THE SysTEM...”

"The spur of real competition will force

competitors to provide better scervice, increase

efficiency, cut costs and lower prices--all for

the benefit of those scerved.”

-~from a 1971 brochure supporting a three-way bill.
In privatc industry, compctition is socially wholesome.
In a social insurance program, it is wastceful and corrosive.

Price compctition in workers' compensation is non-existent

in three-way states. An insurance industry rating bureau

fixes manual rates high enough soc that cvery carrier, howcver

inefficient, can operatec profitably.

The Oregon Journal last year found after a six-month inves-
tigation that “rate competition is practically non-existent
among the 207 insurance firms licenscd to sell workers' conmpen-
sation coverage in Oregon.

"As 2 supposcdly state-rcgulated industry, insurance
companies are excmpt from price~fixing laws,” noted the Journal.
"They can, and do, band together to set basic rates. Until
this yeer, in fact, total pricc-fixing was virtually required
by a state law put on the books at thc urging of the insurers
themselves. A ncw law 2llows rate competition, but only one
company -- 2 small one -- has dropped prices.

"With compctition stiflced, Oregon's 'regulated" workers'
compensation insurers have little incentive, as a group, to
hold down costs.®
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In fact, a veteran insurance attorncy told the Journal,
"insurers oare mainly intcrestced that costs increase at a con-
trolled rate. Actually, they make morc money 2as the system
gets morc cxpensivce.

"The insurance commissioner is required by law to allow
'adequate’' ratces, which means enough to cover the overhead plus
a reasonable underwriting profit. Any insurance executive in
his right mind would rather have a percentage of $10 million
worth of premiums than $5 million worth.Y

Here's what the staff of an Oregon legislative interim
committcece concluded in 1975: "Competition can be a hindrance
in gectting a job donc cfficiently. Too many competitors can
bog the system down and render it inefficicnt...”

Pricc compctition between carriers is confinced to dis-
counts and dividend plans. Rate structurcs guarantee that
these arce paid for by the smaller employer and bencfit only
the largcer.

The only other competition takes place in the dubious area
of "cost management.” The principal cost in workers' compen-
sation is injurcd workcr benefits. "Cost management" is too
often a cuphemism for beating injured workers out of their
entitlement. No way does the system need the insurance com-
pany claims adjuster wieclding his expertisc one on one against

the bcleaguered injured worker.
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Arguments for Three-Way: Labor's Rcbuttal:

"SpIRALLING COSTS AND DANGEROUS DEFICITS..,.'

Advocates of three-way insurance paint a picture of
spiralling costs and dangerous deficits in the State Fund
operation. What are the facts?

Premium rates for Washington employers and Washington
workers have risen sharply in recent years. But the State
Fund cannot be held responsible. The increases were inevi-
table. Comparable or greater increases have taken place in
three-way states,

The bottom line is today's Washington rates compared with
insurance-industry dictated rates in three-way states.

Example: Washington logging operators pay about $16.89

per $§100 of payroll. Oregon logging operators pay

$31.49. Most other risk classes show a similar differen-

tial in favor of Washington.

As for deficits, the three-way advocates are a day late
with their arguments. Deficits in the Accident and Medical Aid
Funds did develop during the early 1970s, when (deferring to
employer pressures) the Department of Labor & Industries put off
raising rates. As a result, substantial rate increases had to
be implemented in 1977. The increased rates have achieved their

purpose. The deficits have been liquidated and both funds

are expected to have satisfactory reserves by the end of 1979.
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The other causes of Washington rate hikes are operative
in three-way states as well. Both doctor and hospital costs
and injured-worker benefits have risen, the former more steeply.
During 1973-1978, the medical price index rose 74.8%. Over the
same period, the average monthly benefit paid to injured workers
rose only 44.6 percent, while permanent partial disability a-
wards have not been raised since 1971.

It's important to note that Washington employers enjoy
two cost advantages unique to this state.

First, workers share in funding the Medical Aid and Supple-

mental Pension programs. In fiscal 1978 alone, workers paid

$87 million into those funds.

Second, Washington is the only state whose premium rates are

not inflated year after year automatically in proportion to

the rise in payroll volume.

In all other states, premium costs rise each year because

they ére calculated as & fixed percentage of payroll. Even

during years in which the percentage is unchanged, employer

costs (and insurance company profits) escalate because every
wage increase triggers a commensurate premium increase.
Washington is the only state to calculate premium rates as

a fixed number of cents for each hour worked. Thus its premium

income is unaffected by rising dollar volume of payroll. Only if
the cents-per-hour rates are raised will employer (and worker)
premiums go up.

In 1979, Washington's average premium rates will be unchanged.
That means workers' compensation costs, calculated as a per-
centage of payroll, will actually decline by about the same
percentage that wages rose over the past year. In no other
state will employers enjoy a comparable windfall.
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Arguments for Three-Way: Labor's Rebuttal:

4, "WHAT's THE Di1FFERENCE YHo SeEnDS THE “oRkKER's CHECk?”

Labor's opposition to three-way workers' compensation
is often called unreasonable on the ground that benefits and
protections for injured workers are fully spelled out in the
statute and "will be the same no matter where employers pur-
chase their insurance."”

That argument is faulty in at least two respects.

First, although injured-worker bencfits would not immed-
iately be changed, in coming years the heightened presence of
the insurance lobby would exercise a corrosive effect on those
sections of the law addressed to the "sure and certain relief"
of injured workers and their families. 1In states where the
private carriers have long monopolized the program, benefits
are inferior to Washington benefits, and industrial insurance
statutes are marked by the same kind of fine-print loopholes
and provisos people discover in their health, fire and auto
insurance policies.

Second, three-way means the intrusion of an adversary
into injured-worker claims handling. With carrier profits at
stake, the incentive to cut corners on legitimate claims would
operate with a new intensity. Injured workers would pay for
the "cost cutting" under three-way, even if the statutory

schedule of benefits were unchanged to the last comma.

-34~-
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Arguments for Three=-Way: Labor's Rebuttal: .

5. ”"Insurance CompPaNIES WiLL Do A BETTER JoB oN SaFeTY...”

An objective appraisal of the safety capability of insurance
companies is afforded in the 1972 report of the National Commis-
sion on State Workmen's Compensation Laws. Appointed by Presi-
dent Nixon, the Commission included insurance executives among its
members. Its report was unanimous.

The Commission noted that private carriers spend about 1.1
percent of premium income on unspecified "safety services." But

it added these comments:

"Small firms may be unable to finance their own safety pro-
grams and their carriers may find it prohibitively expensive to )
provide them with adequate accident prevention services." (Page 93.) ’

The Comhission also expressed concern about "insurance car-
riers that do not provide an effective safety program for their
policyholders, especially those carriers doing a limited amount
of business in a particular state. In some states there are more
than 100 carriers writing workmen's compensation insurance. It
is unlikely that they are all able to provide effective and com~
prehensive safety programs." (Page 93.)

Insurance carrier inadequacies are of particular concern in
connection with occupational health hazards, whose range and im-

pact are only now beginning to be widely recognized. Identifying

and coping with these hazards requires trained professional hy-
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gienists and modern, sophisticated laboratory facilities. These
are an integral part of the Washington State WISHA program.,**
But the Commission found that in the nation as a whole, such
professionals "are not generally available except in large
companies and in a few insurance companies." (Page 92.)

The Commission contends that experience rating is an ef-

fective accident-prevention incentive. But it notes that
"firms with fewer than ten employees, however favorable their
accident experience, are too small to be experience-rated."
(Page 95.)

And again, "about 80 percent of all firms are too small

to be experience rated." (Page 96.) And yet again, "present
methods of setting workmen's compensation insurance rates do
not give small firms a strong incentive to improve their safety
record." (Page 96.)

These comments apply to states where private carriers have
a monopoly on the system. They do not apply in Washington,
where even very small employers enjoy a measure of cost re-

duction for good safety performance.

**The University of Washington's Department of Environmental
Health is at the disposal of this state's working people.
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A  WoRKERS® COMPENSATION
MISCELLANY
)
In which we summarize pertinent experience
from other states and provide miscellaneous

material for legislative reflection...
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A Workers' Compensation liscellany:

1. OREGON SYSTEM 1 TROUBLE, RECENT STUDIES SHOW

Two thoroughgoing rccent studics of Orcgon's threce-way

system comc to cssentially the samc conclusion: Thec system

needs fundamental reform.

Workers' compensation "costs more in Oregon than in any
other state in the union,” the Oregon Journal concluded last
fall after a six-month invcstigation. The Journal reported

that since the Orcgon legislature cnactcd three-way in 1965,

insurance ratcs "have risen 700 percent.” Other findings:
* "Rate competition is practically non-existent."”
* "Insurers have little incentive...to hold down costs.”
* “Modical costs...are almost completely uncontrolled.”
* "Tn 1977 only about 47 cents per insurance dollar

reached claimants or survivors.”
An Oregon legislative subcommittec's l4-month interim
study led the staff to rccommend:

# ", .that the legislature establish an exclusive
state fund eliminating carrier-insured employers.”

That recommendation was based on the finding that "the
private insurance carriers are a part of the layering of in-
cfficiencies unnccessarily adding to the system's burdensome
costs and hindering the effective delivery of scrvices.”

* Por a copy of the report, write Clyde Doctor, Executive
Officer, Legislative Committce on Trade and Economic
Development, 319 State Capitol Building, Salem 97310

* For a reprint of the Oregon Journal series, write
“Workers' Compensation Booklet,” Promotional Dept.,

Oregon Journal, 1320 SW Broadway, Portland 97201.
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A Workers' Compensation Miscellany:

2. PrivaTE INSURANCE ETHics IN THE HoT Texas Sun

No one weeps more copiously for the injured worker than an
insurance lobbyist hustling a three-way bill. The protection of
that worker's rights, we are told, is the heartfelt concern of
the entire insurance establishmént, top to bottom.

In that connection, a 1976 study of workers' compensation
in Texas is illuminating today, even though it is based on data
that are ten years old.

Of all 50 states, only Texas gives covered employers no
option but to insure with a private carrier. Self-insurance is
not permitted. No state fund exists. During the period reviewed
in the study, regulation by the state was totally ineffectual.

The carriers dominated the program.

Texas ten years ago thus presents the closest thing to a
controlled laboratory environment for the "pure" operation of the
insurance\industry in the workers' compensation field.

In the study, Professor Sam B. Barton of North Texas State
University analyzed a 4,268-~case random sample from the files of
the Texas Industrial Accident Board in 1968-1969.

He discovered that of the 4,268 cases, 2,050, or 48 percent,
were settled by what is known as "compromise and release" agree-
ments between the insurance company and the injured worker

or survivor.
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"Compromise and release" is a dirty word in workers' compen-
sation circles. Such settlements were frowned upon by the
prestigious National Commission on State Workmen's Compensation
Laws. They have always been prohibited in Washington State.

The three-way legislation now before the Legislature gives
compromise and releasc a foot in the door. See Section 36.

Opposition to compromise and release is based on the fact
that once a worker has signed such an agreement, the insurance
company 1is totally free of downstream costs and responsibilities

for that worker's claim. The worker has surrendered all future

medical care, time-loss, pension and disability award rights.

Here's how Professor Barton describes the operation of
compromise and release in Texas:

"As a profit-making institution...the insurance company
would be expected to choose types of settlement that would mini-
mize costs and maximize profits. How far those goals will be
pursued at the expense of the worker's legal rights will depend
on the ethics of the company and the alertness of the worker.
Legally, any claimant can refuse the compromise settlement
offered and appeal to board and court, but many workers are

ignorant of their rights and of the nature of the compromise and

relcase settlement. Frequently, the workers are under financial

pressure to accept the lump sum settlement offered."

-4 0~
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Barton found that of 48 industrial fatalities, 19 were

compromised. Eight of the 19 were awarded no compensation; two
were awarded $100 cach; none received mcre than $2,000,

Of nine job-related disfigurements, six were compromised

with cash settlements ranging from $151 to $750. Barton comments
that all six of these “inhereﬁtly complex" claims were compromised
without the participatiocon of claimant attorneys.

Ninety-three hernia cases were compromised without attorneys.

The median settlement was $283.30. Nineteen occupational disease

claims were compromised without attorneys. The median settle-
ment was $226,

Nearly half the claims iIn Barton's sample were compromised.
And every compromised claim represents a worker or survivor
whose legal rights were forever foreclosed in the interests of
insurance company profits.

Of course, it would be different in Washington State. The
competing State Fund, a stronger labor movement and other
factors would moderate the ten-gallon harshness of Texas
practice.

Still, it's worth weighing what's going on under the hot
Texas sun before we scrap our long-established program at the

behest of the insurance industry.
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A Workers' Compensation Miscellany:

WHY THE OHIo MANUFACTURERS AsSocIATION OppOoSED THREE-WAY

In 1967 the insurance industry in Ohio filed a three-way bill.
The Ohio Manufacturers Assn. opposed it. Its reasoning makes inter-
esting reading twelve years later in Washington State.

"Profit," the Ohio manufacturers shrewdly observed, "must
be presumed to be the urge behind the desire of insurance agents
to sell workmen's compensation insurance in Ohio. To determine
whether this profit is to be gained at the expense of manufacturers,

who bear most of the burden of workmen's compensation, is only to

follow the dictates of ordinary business prudence." (Emphasis

in original.)
The association raised these hardheaded objections:

* So basic a restructuring of the system would raise thorny
issues requiring adjudication by the courts.

* Effective control could not be exercised over the many
carriers in the field.

* The Ohio State Fund considered investment earnings 1in
determining rates. The private carriers would not.

* "To put $1.00 of benefits Iin the hands of claimants...an
employer insured by private carriers would pay slightly
more than $1.58...the same result today costs Ohio fund
contributors $.92."

* private carriers would selectively solicit the business of
larger and safer employers. "Employers remaining in the
State Fund would have to bear the entire burden of the State
Fund loss experience and premium rates could only go up.”
(Emphasis in original.)

* piscount plans would be available to "less than 13,000"
of Ohio's 133,000 employers. ’

-42-
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~A Workers' Compensation Miscellany:

4, THe IMpacT ofF THREE-WAY AT THE CHECK-0OUT STAND

As a legislator, you naturally think of our workers' compen-
sation program in terms of its impact on workers and employers.
But in considering the pending three-way bills, you might want to
look also at its impact on your constituents as consumers.

Workers' compensation premiums are a part of employers' cost
of doing business. Employers pass along to consumers as big a
part of that cost as they can. Do we want to change to a contro-
versial system that will surely increase ~~- and may approximately
double -~ the cost of providing the same benefits and protections
to injured workers?

An Oregon Journal investigation last October showed that the
cost to employers of workers' compensation in the three-way state
of Oregon is nearly twice the cost in Washington. The Journal
cited a recent study showing that in 1977 food processors in Wash-
ington paid a basic rate of $4.56 per $100 of payroll for their
workers' compensation coverage, while food processors in Oregon paid
$9.78. (Comparable differentials were shown for other industries.)

If three-way were to drive Washington food processors' rates
up toward the Oregon level, what would the resulting pass-along
do to your constituents at the check~-out stand?

Is it really socially wholesome to feed inflation for our
state's nearly four million citizens -- just so the insurance

companies can dip their fingers into another honey pot?
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A Workers' Compensation Miscellany:

€, How WourLp You Keep A HANDLE ON THE SYSTEM?

-

As a legislator, you have a right to know whether the
workers' compensation system is doing its job for your worker
and employer constituents. And you have a way to find out.

The Washington nonprofit State Fund operates in a fish bowl.
You pick up the phone. You dial 234-6341, the Department of
Labor and Industries. You ask your questions. And you get
your answers.

It used to be that simple in Oregon, but not any more. 1In
Oregon, since the advent of three-way insurance, 170 separate
carriers have been actively writing workers' compensation
insurance. Now where would you turn to get the information you
need? Would you call Wasau, Wisconsin? Hartford, Connecticut?

Insurance carriers comprise a bewildering labyrinth, a
complex tissue of holding companies and conglomerates and
foreign connections that nobody can unravel and nobody can
effectively police.

When the State Fund's reserves are invested, you know where
every penny is. The investment activities of Firemen's Fund or
Travellers are shrouded by distance and confidentiality.

So we would be dealing with hundreds of insurance company
bureaucracies, most of them based out of state. Hundreds of
private carriers shuffling assets from one subsidiary to another.
Hiding the pea under the other shell.

As a legislator, could you kecep a handle on that monstrosity?

R e
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Exhibit C

PROPOSED AMENDMENT TO A.B. 84

Submitted by Patricia Becker on behalf of the office of the

State Industrial Attorney.

Amend Section 20, subsection 3, to read as follows: .

"An appeal may be continued upon written stipulation of all
parties or for good cause but must be reset for a hearing to
be held within 45 days after such continuance. Notice of

continuance must be given by mail or by personal service to
all interested parties.”

Amend Section 42, subsection 2, second sentence, to read as
follows:

"The budget division of the department of administration
shall administer the budget of the appeals officers.”

1¢
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- . Exhibit D
4.B. 84
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SECTION 1. Chapter 616 of NRS is hereby amended by adding thereto “the provisions set
forth as sections 2 to 20, inclugive, of this act.

SEC. 2. "Self-insured employer” means any employer who possesses a certification from
the commissioner of insurance that he has the financial capability to assume the respon-
aibility ‘for the payment of compensation under this cﬁapter or chapter 617 of NRS.

SEC. 3. 1. An employer who is certified as a self-insured employer directly assumes
the responaibility for providing compensation due his employees and their beneficiaries
under chapter 616 of NRS. ‘

2. A gself-insured employer is not required to pay the premiumsg required of other
employers but is relieved from other liability for personal injury to the extemt as are
other employers. -

3. The claims of employees and their beneficiaries resulting from injuries while in
the employment of self-insured employers must be handled in the manmer provided by this
chapter, and the self-insured employer is subject to the regulations of the commissioner
of insurance with respect thereto.

4. "I'he security deposited pursuant to section 4 of this aet dces not relieve that
employer from responsibility for the administration of claims and payment of compensation
under this chapter. '

SEC. 4. 1. An employer may qualify as a self-insured employer by establishing to the
satisfaction of the commissioner of insurance th:at the employer has sufficient financial
resources to make certain the prompt dayment of all compensation under this chapter or
chapter 617 of NES. -

2. A self-insured employer must, in ad&ition to establishing financial ability to
pay, deposit with the commissioner of insurance money, corporate or govermmental secu-
rities or a surety bond written by any company admitted to transact surety business in
this state, or any combination of money, segurities or a bond. The first deposit must

be in an amount reascnably sufficient to insure payment of compensation but not less than

120 percent of the employer's axpected annual cost of claimg, but in no event less than
$100,000. In arriving at an amount for the expected annual cost of clalms, due considera-
tion must be given to the past and prospective loss and expense experience of the employer

within this state, to catastrophe hazards and contingencies and to trends within the state.

"In arriving at the amount of the deposit required, the commissioner of insurance may con-

sider the nature of the employer's business, the financial ability of the ez.nployer to pay

compensation and his probably continuity of operation. The deposit must be held by the
commissioner of insurance to secure the payment of compensation for injuries and occupa-
tional diseages to employees. The deposit may be increased or decreased by the camiasioner

of insurance in accordance with (his regulations for) the statutes and regulations governing

4617
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éage Two -
Amendments to A.B. 84
loss reserves in casualty insurance.

3. The comissioﬁer of insurance may allow or require the self-insured employer
_: i to submit evidence of excess insurance or reinsurance, written by an insurer authorized
to do business in this state, to provide protection against a catastrophic loss. The
commissioner shall consider any excess insurance or reinsurance coverage as a basis for a
i reduction in the deposit required 6f an employer.
! SEC. 5. 1. If a self-insured employer becomes insolvent, institutes any voluntary
proceeding 'under the Bankruptey Act or is named in any involuntary proceeding thersunder,

makes a general or special assignment for the benefit of creditors, or fails to pay com-

pensation under this chapter or chaptaer 617 of NRS after an order of an appeals officer
or a court of competent jurisdiction becomes final, the commissioner of insurance may,
after giving at leaat 10 days' notice to the employer and any insurer or gusrantor, use
money or interest on securities, sell securities or institute legal proceedings on surety
bonds deposited or filed with the commissioner to the extent necessary to make such pay-
ments. Until the commissioner of insurance takes action pursuant to to this subsection,
the employer 1s entitled to all interest and dividends on bonds or securities on deposit
and to exercise all voting rights, stock optionskand other similar incidents of ownership
thereof. .

2. A company providing a surety bond under section 4 of this act may terminate
liability on its ‘surety bond by giving the commissioner of insurance and the employer 30
days' written notice. Such termination does not limit ligbility which was incurred under
the surety bond prior to the termination. If the employer fails to requalify as a self-
insured employer on or before the termination date, the employer's certification is with-
drawn when the termination becomes effective.

SEC. 6. 1. Upon determining that an employer is qualified as a self-insured. employer,
. the comissioger of insurance shall issue a certificate to that effect to the employer
and the commission.

2. Certificates issued under this section remain in effect until withdrawn by the
commissioner of insurance or canceled by the employer. Coverage for employers qualifying
under section 3 of this act becomes effective on (the date of certification or) the date
spacified in the certificate.

SEC. 7. 1. The commissioner of insurance may withdraw the certification of a self-insured

employer if:

(a) The deposit required pursuant to section 4 of this act is not sufficient and the
employer fails to increase the deposit within 45 days after he has been ordered to do so

by the commissioner of insurance;
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Page ‘mﬁ';
Amendments to A.B. 84

(v) The employer intentionally or repeatedly induces claimsnts for compensation to
fail to ‘report accidental injurdies or occupational diseases, persuasdes claimants to
apcept less than the compensation due or makes 1t necessary for claimants to resort to
A ' proceedings against the employer to secure compensation which has been found to be due;

(c) The employer intentiomally fails to camply with regulations of the commizssioner
of insurance regarding reports or other requirements necessary to carry out the purposes
of this chapter; or 4

(d) The employer becomes insolvent, institutes any voluntary proceedings under the
Banlaruptcy Act or is named in any involuntary proceeding thereunder, makes a gemeral or

1 special assignment for the benefit of creditors, or fails to pay compensation after a
final order of an appeals officer of a court of competent jurisdiction.

2. Any employer whose certification as a self-insured employer is withdrawn must,
on the effective date of the withdrawal, qualify as an employer pursuant to NRS 616.305.

SEC 8. 1. Prior to any action being taken pursuant to subsection 2 hereof, the com-

missioner of insurance shall arrange an informal meeting with any self-insured employer

%o discuss and seek correction of any conduct which would be grounds for withdrawal of

’ the self-insured employer's certificate of self-insurance.

{1) 2. Prior to tﬁe withdrawal of the certification of any self-insured employer, the
commissioner of insurance shall give written notice to that employer by certified mail
that his certification will be withdrawn 10 days after receipt of the notice unles's ,
within that time, the employer (corrects the conduct set forth in the notice as thé
reason for the withdrawal or) submits a written request for a heariz;g to the commissioner
of insursnce.

(2) 3. If the employer requests a hearing:

(a) The commissioner of insurance shall set a date for a hearing within 20 days after
receiving the appeel request, and shall give the employer at least 10 business days' no-
tice of-the time and place of the hearing. . -

(b) A record of the hearing must be kept but it need not be transcribed unless re-
quested by the employer with the cost of transcription to be chargéd to the employer.

(c) Within 5 business days after the hearing, the commissioner of insursnce shall
either affirm or disaffirm the withdrawal and give the employer written notice thereof
by certified mail. If withdrawal of certification is affirmed, the w‘ithdra_wal becomes
effeptive 10 business days after the employer receives notice of the affirmance unless
within that period of time the employer ( corrects the conduct which was ground for the A

withdrawal or) petitions for judicial review of the affirmance.
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Page Four

Amendments to A.B. 84

(3) 4. If the withdrawal of certific;ttion is affirmed i‘ollcﬁng Jjudicial review, the
withdrawal becomes effective 5 days after entry of the final decree of affirmsnce {unless
within that period the employer corrects the conduct which was ground for withdrawal).

SEC. 9. 1. If for any reason the status of an employer as a self-insured employer is
terminated, the security deposited under section 4 of this act must remain on deposit
for a period of at leest 36 months in such amount as necessary to secure the outstanding
and contingent liability arising from accidental injuries or occupational diseases secured
by such security, or to assure the payment of claims for aggravation and payment of claims
under NRS 616.545 based on such accidental injuries or occupational diseases.

2. At the expiration of the 36-month period, or such ather pericd as the commissioner
of ingurancée deems proper, the commissioner of insurance may accept in lieu of any security
so deposited a policy of paid-up insurance in a form approved by the commissicner of insur-
ance.

SEC. 10. All self-insured employers must report to the commissioner of insurance,
annually or at intervals which the commissioner requires, all accidental mjuries, occupa-
tional diseases, dispositions of claims, reserves and payments made gnder provisions of
this chapter, chapter 617 of NRS or regulations adopted by the commissioner of insurance
pursuant. thereto.

SEC. 11. 1. There is hereby created in the state treasury the workmen's compensation

self-insured employers administrative fund as a special revenue fund. The commissionsr of

+
insurance shall promptly deposit all moneys collected under this section into the fund and

such moneys shall be used for the purpose of defraying all costs and expenses of adminis-

tering worimen's compensation self-insurance programs.

(1) 2. The comissioner of insurance shall establish by regulation the application fee
for prospective self-insured employers. The fee must reimburse the commissioner for ex-
penses incurred in acting upon the application. ‘

(2) 3. The Acomission'er of insurance shall adopt regulations estéblishing the amount and -
providing for the payment of annual assessments which must be paid by self-insured employers
to pay the coats of .the comissipner in regulating those employers. The assessment must
include amounts sufficdient to repay the commissioner for the costs of: »

(a) Obtaining and analyzing data, statistics and information relating to self-insured
employers;

(b) Establishing estimated annual claim costs and required deposits;

(e) Hearings and other court or legal proceedings;

(d) Salaries, travel, per diem allowances, office space and supplies; and
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(e) Other expenses which the commissioner of insurance incurs in administering
self‘-insm‘ance programs.
(3) 4. The commissicner may not assess a self-insured employer more than(2 percent of

the premium which the employer paid to the commission for his last year of coverage)

%two and one-half percent of the employer’s expected annual claims costs during the first
and second years of his self'-insurance program. k

SEC. 12. Each self-insured employer shall compensate the commission for all services
which the commission provides to those employers at the same rate which the commission
charges on January 1, 1979, to employers who operate plans which meet the conditions of
NRS 616.255 and 616.256, if the rate is established by a regulation of the commission.
The cost of any service for which a rate is not established by regulation must be nego-
tiated by the employer and the coimission before the commission charges the employer
for the service.

SEC. 13. 1. If an employee of a gelf-insured employer is dissatisfied with a decision
of his employer, he may flle an appeal with the employer for reconsideration of the claim.

2. An employer who \receives a request for an appeal shall appoint a pei'son to hear

the appeal. The person appointed shall hear the appeal in an informal hearing, and pro-

vide copies of his written decision to the commissioner of insurance, the employer and

employee within 10 business days after the hearing. If the decision is adverse to the
employee, the decision must contain a notice of the employee's' right to an appeal before
an appeals officer.

j. An employee who is aggrieved by a decision rendered on appeal pursuant to this
section may appeal to an appeals offlcer in the same manner as other appeals are taken
to the appeals officer. A claim which is appesled to an appeals officer mist be treated
in the same manner as any other appeal, and the employee has the same rights of appeal
from the decigion of the appeals officer as in any other case pursuant to this chapter.

SEC. 14. An employer is entitled to the same share of refunds, dividends and contin-
gency surpluses, whenever paid, which are paid by the commission for a pericd or on ac-
count of accumulatidns during a period during which the employer was insured by the com-
mission, whether the employer remains insured by the commission or is self-insured at the
time of payment.

SEC. 15. 1. Each self-insured employer shall furnish audited financisl statements,
certified by an auditor licensed to do business in this state, to the bcomissioner of
insurance annually.

2. The commissioner of insurance may examine the records and employees of each

self-insured employer as often as he deems advisable to determine the adequacy of the
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depogit which the employer has made with the commissioner, the sufficiency of reserves

and the reporting, handling and proceési_gg of injuries or claims. The commissioner shall

examine the records for that purpose at least once every 3 years. The self-insured em-
ployer shall reimburse the commissionser for the cost of the examination.

SEC. 16. The commission shall cwmﬁte with the commissioner of insurance in the per-
formance of his duties pursuant to.this chapter, and shall provide the commissioner with
any information, statistics or data in its records which pertain to any employer who is
making application to become self-insured, or who is self-insured, without cost to the
comnissioner.

SEC. 17. Any self-insured employer who is aggrieved by a decision of the commissioner
of insurance may appeal in the manner set forth in MRS 679B.370, e;:cept that any such

appeal shall be filed within the time set forth in section 8 of this act.

SEC. 18. All provisions of this act relating to self-insurance become effective on

Japuary 1, 1980.
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: * Exhibit EE

Recrestion Group
Personnel Department

May 18, 1878

The Bonorable Keith Ashworth

State Senator

Del Webb Hotels
P.0. Box 7548

Las Vegas, Nevada 89101

Dear Senatcr Ashworth:

As we previously discussed, we formed an emplovers' grcup
to mutually analyze the numerous problems that we were ex-

periencing with the Nevada Industrial Commission.

This Ad-Hoc Committee on NIC, met on six separate occasions

during late 1977 and early 1978 in Las Vegas, and then trav-
eled to Carson City to meet with the three Nevada Industrial
Commission Commnissioners and their staff.

The results of these meetings are the twenty one recommenda-
tions for changes to the Nevada Industrial Insurance Act,

which are attached.
these recommendations.

Each member is in basic agreewent with
Further, we intend to be present

during the next legislative session to explain our rationale

in detail.

The following individuals attended committee meetings on a

regular basis:

Mr. Duff Taylor

Mr. Jerry Priester
Mr. Larry Bertsch
Mr. Frank TFraser,' Jr.
Mr. Mark Solomon
Ms. Joan Kuzik

Mr. Wm. Chairsell
Mr. Dave Addison
Mr. Ron Hubel

Mr. Walter Reid

Mr. II.C. 2nthonisen

Summa Corporatinn Post Office Box 14600, Las Vegas, Nevada 891!}(‘) Arca Code 702 7133-0123

MGM Grand Hotel
Caesar's Talace
Caesar's World

Del Webb Hotels
Hilton Hotels
Flamingo Hilton
Union Plaza Hotel
The Gibbens Company
The Gibbens Company
Summa Corporation
Summa Corporation

1823
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Also, the folloWing individuals attended selected meetings:

Mr. Bill Champion - MGM Grand Hotel

Mr. Jack Campbell MGM Grand Hotel

Mr. Carl Lovell Circus-Circus Hotel
Mr. Ray Coats Frontier Hotel

Mr. Mike Rogers Desert Inn

While not singled out as a specific recommendation for a
change in the law, each member has an intuitive feeling
that there is a serious problem in the manner in which
manual rates are determined; for example, consider the
following:

1) The Nevada Industrial Commission issued a news re-
lease that indicates manual rates are going down 3%.
When we analyzed Summa's hotels/casinos rates, we
found that these rates will increase by 0.8%.

2) When we compare California rates to Nevada rates we
find that Nevada rates are, in almost every instance,
lower than California rates except in the hotel/
casino industry, where the rates average out higher
than they are in California.

It seems incongruous to us that the largest industry in -the
State of Nevada is continuously singled cut to pay higher
rates than other organizations are required to pay. This is
one of the reasons why we recommended that a Labor Manacement
Review Board be officially designated by the legislature to
have control over the Nevada Industrial Commission in several
areas, including manual rates.

While we did not visualize it at the time, we were probably
thinking along the lines of the relationship between the
Gaming Commission and the Gaming Control Board.

We would like to thank you for your personal guidance, assist-
ance and cooperation in our attempt to see that employers are
treated fairly by the Nevada Industrial Commission. We feel
~that this action is long overdue.

Sincerely yours,

4
67 ,///ff;ﬁ/f’/‘“"‘"‘\
. C.

Anthonisen

Chairman
‘ Ad-Hoc Committee on NIC

NCA :mv
Enc.
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Internal Communication

Date: .

To:

From:

Subject: -

¢

May 18, 1978

Senator Keith Ashworth

Vo

N.C. Anthonisen, Chairman, Ad-Hoc Committee on NIC //ﬁéaéﬁﬁ

2

Recommendations Concerning Changes to
" the Nevada Industrial Insurance Act

We recommend that the following practices used by the Nevada Indus-
trial Ccmmission be changed. These practices should be changed by
revision to the Nevada Industrial Insurance Act.

1)

A provision should be made by the legislature for a three-
way Workers' Compensation system:

1. Nevada Industrial Commission
2. Self Insurance )
3. Private Insuvrance Caryriars

Rationale -~ The Nevada Industrial Commission is not respon-
sive to the needs cf the employers in the State. As a Com-
mission, they bend over backwards to pay every claim that
is submitted.

Since employers, who are paying the bills, are virtually
ignored by the Ccmmission, it is mandatory that emplovers
be given the. option of selecting private insurance carriers
or self insurance as an alternative to buying insurance
through the Nevada Industrial Commission.

The current self-rater plan is inadequate. It is replete

with pit falls that could be financially disastrous to any

employer who entered into the plan. A self-rater plan should

not be authored by the NIC, which has a vested interest in
assuring that it does not work. It should be prepared by an
independent insurance organization.

A Labor Management Review Board should be officially desig-
nated by the legislature and given responsibility over the

. Nevada Industrial Commission and its practices and procedures,

as it pertains to four specific areas:

a) - Workers' Compensation benefits structure.
b) Premiums.

c) Manual Rates.

d) Reserves.
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. The Board shall be constituted as follows:

Two representatives from labor
Two representatives from industry 4
Three representatives from the public at large; namely

The. Chairman
An Insurance Actuary
A Certified Public Accountant

Rationale - The Nevada Industrial Commission has been created
without the normal checks and balances inherent in most gov-
ernmental agencies. As a result, the only manner in which an
employer can question a decision in these areas by the Nevada
Industrial Commission, is to question the Commission itself,
which has a built-in desire to maintain the status gquo. Having
a Public Board, not associated with the NIC per se, which holds
public meetings would give the employers of the State an op-
portunity to present the employers' side of the story.

3) The Nevada Industrial Commission must develop a more finite
system for establishing reserves.

_ Rationale - The following is one example of reserves that were
- charged against the Frontier Hotel. ALL ACCIDENTS OCCURRED
DURING FISCAL YEAR 1974.

Evaluation Date 6/30/75 6/30/76 10/31/77

_Claims Cost "$ 102,813 $ 137,376 $ 153,009
Reserve , 234,327 57,246 20,383
Totalk . $ 337,140 S 194,622 $ 173,352

It is not logical that the reserves should drop $213,944 within
two years, while the claims cost increased only $50,196.

In addition, the following information was developed by Summa
Corporation comparing reserves to claims cost for the six Las
Vegas Hotels/Casinos. The figures used came from the evalua-
tion data furnished to Summa by NIC to indicate how NIC ar-

- rived at Summa's Modification Factor.
Evaluation - Total Actual Losses ' Total Reserves Reserve
Date for three year pe- charged for divided
riod used to deter- three year pe- by actual
mine Mod. Factor riod used to losses
determine Mod.
Factor
6/30/73 $ 918,555 $ 244,242 26.59 %
6/30/74 1,025,056 330,068 32.20 %
6/30/75 1,202,161 . 895,144 74.46 %
: 6/30/76 1,326,408 771,088 58.13 %
10/31/77 1,450,965 : 382,169 26.34 %

1.
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It is not logical to assume that anyone's reserve cost would
triple over a two year period (1973 to 1975}, and then be re-
duced to one-third two vears later (1975 to 1977). Obviously,
vart of the answer lles in the example given above for the
Frontier Hotel.

The Nevada Industrial Commission should revise the proccedure
thay they use for determining an employer's Modification
Factor.

Rationale -~ In order for Summa Corporation to reduce their
Modificatipn Factor by one percent, they must reduce their ac-
cident coﬁ@s (actual losses plus reserves) by approximately
$62,750. |The reduction of one percent in the Modification
Factor equlals a savings of approximately $20,000 in insurance
premiums. | It would appear that there would be a greater in-
centive given to emplovers than saving $.320 cut of every dcllar.
The saving$ should be much closer to 5.90 for every dollar.
The Nevada Industrial Commission should be required to pay in-
terest to employers on monies that employers pay to the NIC
over and above claims costs plus reasonable administrative
costs.

Rationale - For calendar years 1571 thru 1377, Summa's six

T.as Vaﬁ~& Hotelg/Cagsinog maid SR,824 471 o +he NI(C in in~
surance premiums. During the same period, NIC pzaid out for
Summa Corporation $3,615,744. The balance of $2,308,727,

less estimated administrative costs of $433,889 (12% of claims
costs), is being retained by the NIC. This $1,874,838 is
grosgsly excessive. Summa has the right to be paid interest
on this amount.

(When N.C. Anthonisen testified beiore the Interim Legislative
Committee on NIC on December 6, 1977, he presented. the above
information thru June 30, 1977. Since NIC has not made any
attempt to refute these figures, it is assumed that NIC has
checked these figures and found them to be accurate.)

The Nevada Industrial Commission should conduct thorough ac-
cident investigations, when requested to do so, and should defi-
nitely be required to contact the employee's supervisor and de-
partment head, as well as the individual who requested that the

"accident be investigated.

Rationale - There have been numerous instances reported where
an investigator would come out and talk to the individual that
was involved in the accident and mavbe a witness, without both-
ering to even talk to the individual who requested that the in-
vestigation be conducted to flnd out why the employer wanted
the accident investigated.
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: ExuiglT E _J3
‘ 4.

The number of people on the Nevada Industrial Commission should
be increased from three members to five members. One of the
two additional members shall be an insurance actuary with the
second additional member being a Certified Public Accountant.

Rationale - There are too many cases where the Commission is
asked to pass judgement over circumstances where they have no
knowledge. The additional two members to the Commission would
put the Commission in a position where they would be able to
make more valid decisions.

When requested, all compensation checks are to be forwarded to
the employers for distribution to;the employees.

Rationale - Since the employer is actually paying the compen-
sation which is given to the employees, the employer has the
right to distribute the checks. This would give the employer
an opportunity to meet with the individuals involved to deter-
mine their progress and make plans for getting the individuals
back on the company payroll as soon as possible.

A premium reduction should be given to any organlzatlon that
has a Safety Program.

v Ratlonal° - Safety Programs -are expensive and those organ:za—

tions that use them should be rewarded by a reduction in pre- .
miums at a greater rate than prov;ded by the present Modifica-
tlon Factor reduction.

The Nevada Industrial Commission should make sure that an em-

.ployee is off the payroll for five (5) days before making any

Workers' Compensation payments.

Rationale - There are numerous instances where NIC has written
letters to individuals attempting to get compensation payments
back that they were not entitled to. In many cases, NIC is not

- successful in recovering their money.

The Nevada Industrial Commission should report to the employer
when. an individual is put on or taken off of Workers' Compen-
sation. :

~ Rationale - There are many cases when the employer does not know

the status of an individual's NIC claim. It seems only logical
that the NIC would tell an employer that one of their employees

‘The Nevada Industrial Commission should insist that all doctors

complete C-4 forms accurately and legibly.

Rationale = The employer is entitled to know the doctor's ini-
tial analysis of the severity of the accident in which an em- B
ployee has been involved. Needless to say, the NIC should have
& complete understanding also.
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There should be more room on the C-3 form for the employer to -
indicate why the employer felt the claim should be investigated.

Rationale - The space provided on the C-3 form is inadequate.

The C-3 form should be changed so that the employer can indi-

-cate the amount that an employee has actually earned for the

past six months.

Rationale - As the form presently exists, the employer will
generally indicate the-hourly rate an employee is paid when
the employee works. NIC converts this amount to 8 hours a
day, 5 days a week. The employee may work consideraply less
than 8 hours & day, 5 days a week, and, therefore, not be en-
titled to the ccmpensation paid.

The Nevada Industrial Commission should reguire each doctor to
give a complete statement on the prognosis of each person that
the doctor is treating on the C-3¢ form. Also, the doctor
should be reguired to £ill out a form similar to the form that
is attached.

Rationazle — The employer is entitlied to know the prognosis of

each individual who is drawing Workers' Compensation.

The Nevada Industrial Commission should be reguired to notify
the emploever, when reguested, of the percent settlement that

an individual received for a prior accident so that the employer
may file for the Subsequent Injury TFund.

Raticnale - NIC personnel have been instructed that they cannot
give out to employers the percent settlements for a prior ac-
cident. The emplover is then placed in a position where the
employer does not know whether or not a Subsequent Injury claim
should be initiated against a particular individual.

Recently, an employee at the Desert Inn indicated on an applica-
tion fcrm that he had received a settlement from NIC for a prior
accident. When the Swmma Personnel Office attempted to deter-
mine what the percent settlement was, they were told that that
information cofild no lenger be given out. Summa Personnel then
wrote to the Nevada Industrial Commission asking that any future
accidents to this individual be considered for the Subseguent
Injury Fund. They received a letter back from NIC stating that
this individual did not gqualify for the Subsequent Injury Fund
because his prior injurv was only 2%.

T~

NIC gave out the information anyhow, but it took Summa's time to
write a letter and the NIC's time to also write a letter to get
a situation resolved that could have keen handled in five minutes
over the telephone.
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h‘ 17) The Nevada Industrial Commission should be required to forward
to the employer all information concerning employee accident.
This is to include: :

a) Copies of C-4s.
A,B aq b) Copies of C-326s.
‘ c) Copies of any bills that are paid by NIC and

charged to the employer's account.

Rationale - The employer is entitled to know all facts con-
cerning how the employer's money is being spent.

18) Compensation should not be paid to an individual who does not
work 8 hours a day, 5 days a week, on an 8 hour day, 5 days a

RB z" week basis.

Rationale - Any employee who works on a part-time or sporadic
LA S ] 3 . :

basis should not receive compensation in the same amount as an
employee who works on a full-time basis.

Prior to an injured employee being assigned to a rehabilitation
program, such as: dealers training, electronics technician
training, etc., the employer must be given the opportunity of

/ approving this training program or presenting information as to
why the individual involved should not be trained in a specific
area. : :

Rationale - There are numerous examples that could be inserted
here. Two of these examples are:

a) An individual who had a back injury who was being
trained to become a dealer. After going thru the
dealers' school and attempting to work as a dealer,
the individual found out that he could not stand up
in the manner that dealers were required to stand up.

b) An individual who is being retrained as an electronics
technician was sent to a school that is very guestion-
able, while at the same time the number of electronics

. technicians jobs are practically nil.

20) Whenever third parties pay subrogated monies to the Nevada In-
dustrial Commission, these monies shall be credited to the em-
ployer's account, regardless of when these monies were received
by the Nevada Industrial Commission. :

Rationale: Many times: automobile accidents, for example, are
not adjudicated for a period of years. During this period, an
employer might be charged very high reserves based on the ex-

tent of the injury to the individual. When the monies are finall:

" paid by the third party's insurance company, it is too late to
adjust the reserves that were charged over a period of several
years. .
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An employer's application for the Subsequent Injury Fund shall
be accepted regardless of the date when the employer makes ap-
Plication.

Rationale ~ There are many cases where employees, for one rea-
son or another, fail to list on their employment application’
that they had previously been injured. The employer does not
find out about the previous injury until the employee has a
subsegquent injury. At this time, it is too late for the em-
rloyer to apply for the Subsequent Injury Fund. The employers
should not be held responsible for the inaccuracies of their em—
ployees when completing employment applications. The only al-
ternative that an employer would have would be to request the
Subsequent Injury Fund for every individual employee that they

hire.

Distributicn:

James Skaggs - Del Webb Hotels
Larry Bertsch - Caesar's World
Jerry Priester - Czesar's Palace

Bill Champion = MGM Grand

puff Taylor - MGM Grand

Jack Campbell - MGM Grand

Bill pavis - Hilton Hotels
Mark Solomon - Hilton Hotels
Joan Kuzik - Flamingo Hilton
Carl Lovell - Circus-Circus
William Chairsell - Union Plaza
Dave Addison - Gibbens Co.

Ron Hubel - Gibbens Co.

Walter Reid - Summa Corporation



Central Telephone Company - Nevada Division

N.I.C. Experience

Premiums Paid Benefits Paid
1973 $ 99,812 $ 59,087
1974 159,617 130,074
1975 157,989 86,600
1976 233,825 104,090
1977 294,945 61,658
1978 287,653 52,660
Reserve
Total $1,233,841 $494,169 $739,672

Dividends 1975 $1,563.

Presently 9 Permanent Partial Disabilities

Two have taken lump sum payments
One has agreed to take lump sum $7,800
Remaining six on benefits equal $4,326.27 yearly

Exhibit F F

40% Benefit
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STATE FUND (6)

PRIVATE CARRIERS
SELF-INSURANCE AND

Exhibit G

i

PRIVATE CARRIERS
AND SELF-INSURANCE

STATE FUND (12) (33)
Nevada Arizona Alabama
North Dakota California Alaska
Ohio ‘ Colorado Connecticut
Washington (and self- Idaho Delaware
insurance) Maryland Florida
West Virginia Michigan Georgia
Wyoming Montana Hawaii
“New York “TTTinois
Oklahoma Indiana
Oregon Iowa
Pennsylvania Kansas
Utah Kentucky
— Louisiana
Maine
P ‘Massachusetts
Minnesota
Mississippi
Missouri

Nebrask
‘New Hampshire

. New Jersey

New Mexico
North Carolina
Rhode Island
South Carolina
?2229.92&9&3_
ennessee
Texas
Vermont
Virginia
Wisconsin
District of Columbia
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Exhibit H
'BUILDERS& ’
"CONTRACTORS ‘
X INC . B

assocnated builders and contractors, inc.

SIERRA NEVADA CHAPTER
§75 Forest ® Reno, Nevada 89508 e (702) 3234505
302 East Carson Ave., Suite 916 ® Las Vegas, Nevada 89101 o (702} 385-5130

LEGISLATIVE COMMITTEE
John A. Wardrobe g George Lunt
Chairman Co-Cheirman
March 23, 1979
Mr. Jim Banher, Chairman
Committee on Labor & Management
Nevada House of Representatives
State Capitol
Carson City, Nevada 89710
Dear Mr. Banner,
With reference to A.B. 559 (Three Way Industrial Insurance
coverage proposal). This committee directed by the Membership of
Sierra Nevada Chapter do resolve and support the approval of the
proposed legislation.
We commend those legislatoré in their support of ending
the monopoly of the current system and allowing a freedom of choice
to all "Employers" while continuing to protect the welfare of all
workers.
John A. Wardrobe
Chairman
by
JAW:pal
For the protection and in the pursuit of Free Enterprise
1034
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FOREWORD

SRI was retained by the NIC to undertake this study in response to
a recommendation from the Governmor's NIC Labor-Management Advisory
Board. The NIC recognized the importance of independence on the part of
the consulting organization. Accordingly, the NIC committed itself to
publication of the results without control over the research and consult-
ing effort,

SRI had complete independence in carrying out this study and is
solely responsible for the conclusions and recommendations contained in
this report,
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I INTRODUCTION

Objective

The objective of this study is to develop recommendations that would
lead to an appreciable improvement in the Nevada workers' compensation
system. These recommendations are based on an objective analysis of
viable alternatives including a modification of the existing exclusive
state fund system, an expansion of the current system to permit self in-
surance (a "two-way system'"), and an expansion of the current system to
permit self insurance together with private carriers (a "three-way sys-
tem"),

In developing these recommendations, it was considered essential
that they be based on a practical rather than a theoretical analysis of
alternatives. TFor example, in theory we believe that true price compe-
tition would promote the most efficient and effective workers' compensa-
tion system., However, the marketplace in which workers' compensation
insurance is actually bought and sold typically is subject to significant
price regulation and is not truly price competitive. Further, the tran-
sition from a regulatory environmment in which a state monopoly exists to
one in which competition is the predominant factor is not frictionless
and indeed involves substantial cost. 1In this sector, the disruptive
impact of any change is increased because there is substantial public
interest in workers' compensation and a large interface between the pri-
vate sector and the government., In view of these factors, our analysis
recognizes the existing system and considers both the benefits and the
costs of a number of incremental modifications to the system.

In striving to achieve this objective, it was also recognized that
these recommendations are being made in a dynamic enviromment. It is
implicit in these recommendations that as the Nevada environment contin-
ues to change, the workers' compensation system should be periodically
evaluated. The recommendations anticipate future evaluations and provide
for objective standards that can be used when alternatives are being con-
sidered in the future. For example, if in the future an evaluation using
objective standards indicates that private concerns are able to match the
performance of the exclusive state fund, then entry of private carriers
should again be seriously considered.

Analytical Process

To ensure that the recommendations made were both directly applicable
to Nevada's workers' compensation system and considered all viable alter-
natives, the analysis consisted of three phases described below.
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The first phase involved a series of interviews with a number of
people who are affected by the Nevada system and an analysis of the in-
terview results. The people interviewed included employers and employee
representatives, legislators, and NIC employees. The purpose of the in-
terview process was to identify the perceived weaknesses of the current
system. These perceptions were then analyzed to identify the actual short-

comings of the system.

The second phase involved the selection of an optimal structure for
an exclusive state fund system, a two-way system and a three-way system.
This selection was wade from a number of alternatives that were generated
by identifying the functions associated with a workers' compensation sys-
tem and the possible parties who might perform these functions. Insights
gained from the first phase were used to assist in selecting the optimal
structure for each of the three systems.

The third phase involved the selection of the best system from the
three identified during the second phase. Again, insights from the first
phase were used to assist in selecting the best system. The conclusions
and the recommendations made are a culmination of this three-phase ana-
lytical process.

Organization of Report

This report consists of eight chapters. Chapter II is a brief sum-
mary, Chapter III presents a brief description of the present Nevada sys=-
tem. Chapter IV contains an enumeration and an analysis of perceptions
about weaknesses of the current system. Chapter V contains an identifica-
tion of the functions associated with a workers' compensation system and
specifies the various parties who could be responsible for their perfor-
mance. Chapter VI presents a number of alternative structures under each
system and selects the optimal structure for each of the three systems.
Chapter VII analyzes the optimal structures identified in the previous
chapter and selects the best system.

Chapter VIII contains the conclusions reached and the recommendations
made as a result of the analysis summarized in the preceding chapters.



IT SUMMARY

Introduction

The Governor's NIC Labor-Management Advisory Board recommended that
an objective analysis be made of the workers' compensation system in
Nevada. SRI was selected to perform this task. The analysis focused on
the actual and perceived weaknesses of the current system, considered
alternative systems to eliminate or minimize these weaknesses, and re-
sulted in a series of conclusions and recommendations concerning the most
appropriate system for Nevada at the present time,

The recommendations are based on the realities of the existing cir-
cumstances in Nevada, the existing NIC structure, and the alternatives
available. As the Nevada environment continues to change, the workers'
compensation system should be periodically evaluated. For example, if in
the future an evaluation using objective standards indicates that private
carriers are able to match the performance of the exclusive state fund,
then entry of private carriers should again be seriously considered. The
recommendations made in this study provide for objective standards that
can be used in future evaluations. Such standards do not currently exist.

Conclusions and Recommendations

The interposition of private insurers is neither necessary nor desir-
able at the present time, although it may be at some time in the future.

Recommendation No. 1: TImprovements in the current system should
continue to be made. At the present time, Nevada should not permit
the entrance of private insurers for purposes of writing workers'
compensation insurance.

It is now appropriate to expand the existing system to accommodate
self-insurers. In view of the amount of preliminary work required, a
period of 12-18 months is necessary if the expansion is to be implemented
with a minimum amount of disruption.

Recommendation No. 2: Enabling legislation should be passed to
allow the Industrial Commission to develop regulations permitting
qualified employers to self-insure. Regulation of self-insurers by
the Insurance Department is unnecessary, impractical, and would be
redundant. A target date should be established after which self-
insurance would be permitted. This date should be between April 1,
1980 and October 1, 1980.
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NIC's responsibility for enforcing compliance with OSHA's regula-
tions has had a detrimental effect on the impact of NIC's safety consult-

ing function.

Recommendation No. 3: The OSHA compliance function should be com-
pletely separated from the workers' compensation system.

Employers, employees, and the legislature expect the NIC to perform
as an efficient and effective business. To do this, the NIC must commu-
nicate with Nevada employers and employees by maintaining an appropriate
flow of relevant information,

Recommendation No. 4: A communications unit should be established.
Initial funding should be in the range of 0.5% to 0.75% of premiums.
This unit should take the initiative in providing accurate and
timely information to employers, employees, the media, and govern-
ment agencies, Duties also should include responding to comments
made in the media and monitoring complaints received by the NIC.

A number of issues that have been raised in connection with the NIC
have been based on a misunderstanding of technical processes.

Recommendation No. 5: A series of information circulars should be
prepared to clearly explain the rate making, reserving, premium,
and classification determination processes. Workshops should then
be set up to further elucidate the processes.

The NIC will continue to be subject to criticism until performance
standards for each of the major NIC functions are set, performance is
measured against these standards, and the results communicated to the
public,

Recommendation No. 6: Standards should be established by which the
performance of the various NIC service operations should be measured.
These standards should be reviewed periodically.

Recommendation No. 7: An annual report should be prepared to com-
municate both financial and operational performance.

Recommendation No. 8: An annual meeting should be held to review
performance, highlight anticipated problems, and to solicit comments
from employers and employees.

The NIC has properly refused to respond to political pressure in
carrying out its fiduciary responsibilities, The NIC's fiscal notes are
developed on the basis of an objective evaluation of available relevant
data.

Recommendation No. 9: The requirement that fiscal notes be developed
before proposed workers' compensation legislation is given serious
consideration must be adhered to if costs and benefits are to remain
at reasonable levels.
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The legislature and the NIC have worked in concert to improve the
workers' compensation system in Nevada., The inevitable misunderstandings
that arise in connection with various NIC functions are not necessarily
indicative of mismanagement, 1In fact, there is no reason to believe that
the important NIC functions are not effectively carried out. When the
Nevada system is considered objectively, it must be considered sound and
generally responsive. To maintain and improve the quality of NIC staff,
an objective analysis must be made of the required tasks and skills, as
well as of the appropriate incentive structure.

Recommendation No. 10: To ensure quality and continuity of the man-
agement structure, a study to determine appropriate manpower and
compensation levels should be undertaken by an outside independent
consultant. To avoid any possibility of self interest in making

this recommendation, SRI should not be included among the consultants
who might be considered to perform this study.




IIT NEVADA'S WORKERS' COMPENSATION SYSTEM

Except for a few Nevada employers that had private workers' compen=-
sation insurance before 1947, the Nevada Industrial Commission (NIC) is
the exclusive workers' compensation insurance carrier in Nevada. The NIC
is directed by three commissioners, each appointed for a term of 4 years.
One of the commissioners represents labor and is selected by the governor
from a list of names submitted by the Nevada branch of the AFL-CIO. The
second commissioner represents employers and is selected by the governor
from a list of names submitted by employer associations. The third com-
missioner is selected by the governor and is designated Chairman of the
NIC. He must have at least 5 years of actuarial experience and a master's
degree in business administration or experience deemed to be equivalent
to that degree.

The commissioners are responsible for the administration of the
Nevada Industrial Insurance Act, the Nevada Occupational Diseases Act,
the Nevada Occupational Safety and Health Act, and the State Mine Inspec-
tors Act. 1In carrying out these responsibilities, the NIC determines
classifications and rates, invests assets supporting claim liabilities,
adjudicates claims, directs the occupational rehabilitation program, and
administers the Department of Occupational Safety and Health and the
State Inspector of Mines Office,

In addition to the NIC, the appeals officer and the state industrial
attorney are each appointed for a 4-year term by the governor and are
important participants in the claims adjudication process. The appeals
officer is regponsible for conducting hearings in contested claims for
compensation and rendering a decision that is the final administrative
determination of a claim. The state industrial attorney represents
claimants who are financially unable to employ private counsel., He rep-
resents these claimants before the appeals officer and in the district
court when appealing the decision made by the appeals officer.

As indicated in Table 1, the Nevada workers' compensation system has
experienced rapid growth over the last 4 years. The growth in premiums
and benefits reflects the expanding Nevada economy and increasing benefit
levels. Increases in administrative expenses have been controlled over
the last 4 years, being limited to 12.97 per year compared with the 20.7%
annual increase in premiums.

Over the last 7 years, the NIC and the legislature have been respon-
sive to the needs of both employers and employees. Tangible evidence of
this can be seen by briefly reviewing the major changes made to the sys-
tem over this time period. These include changes in the benefit level,
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Table 1

NIC UNDERWRITING RESULTS

Annual
Growth
Thousands of Dollars Rate
1974 1978 (percent)
Premiums 43,630 92,492 20.7
*
Less: Benefits 37,410 84,084 22.4
Admin expenses 2,705 4,393 12.9
Underwriting result 3,515 4,015 -

*
Includes loss adjustment expense.

expanded safety and rehabilitation, development of alternative premium
arrangements, and reductions in the required claim reserves by anticipat-
ing future investment income. Following is a chronology of these changes:

e Benefit level changes

- 7/73

Legislation enacted to revise benefit structure.

e Expanded safety programs

- 1/74
- 1/79

Pilot safety rating program initiated.

All employers assigned a safety rating based on 1978 per-
formance.

¢ Expanded rehabilitation programs

- 7/73
- 7/74
-10/74
- 9/76

- 1978

Rehabilitation program authorized by legislation.
Pilot disability prevention team program initiated.
Rehabilitation department staffed and program initiated.

Disability prevention team concept implemented, Team
consists of a rehabilitation counselor, registered nurse,
and claims examiner.

Rehabilitation center completed and operation commenced.

e Alternative premium arrangements

- 7/74
- 7/78

- 7/78

Self rater program initiated.

Experience rating system revised to provide more respon-
sive ratings.

Retrospective rating intiated.




e Reserve reduction actions
- 7/72 Reserves revalued at 3.75%.

- 7/78 Reserves revalued at 4.5%.

On the basis of the above, it appears that the Nevada workers' com~
pensation system has been responsive to the needs of Nevada employers
and employees. However, on the basis of our analysis, it is also appar-
ent that certain changes should be made so that the needs of employers
and employees will continue to be served. The subsequent chapters of
this report will address these changes.

o
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IV THE PRESENT NEVADA SYSTEM:
IDENTIFICATION AND ANALYSIS OF PERCEIVED WEAKNESSES

Introduction

A critical phase in this evaluation entailed a series of interviews
with a number of people who are affected by the Nevada system. Table 2
classifies the interviews conducted by the type of party interviewed.

Table 2

INTERVIEWS WITH PARTIES AFFECTED BY THE NEVADA SYSTEM

Number of

Parties Interviewed Interviews

NIC employees 4
NIC Labor Management Advisory Board 9
Labor representatives 6
Hotel/resort industry 18
Banking 2
Insurance industry 6
Manufacturing and other industries 6
Legislators 4
Others )

59

In general, those interviewed were selected from a list of names
that was developed in discussions with the NIC Labor/Management Ad-
visory Board. In compiling this list, the Advisory Board members were
asked to identify parties who either represented significant interests
within the state or who were critical of certain aspects of the NIC's
operations. During preliminary talks, additional names were suggested
in order to achieve a deeper understanding of workers' compensation in
Nevada. A selection was made from these names and further interviews
were conducted.

The primary objective of the interview process was to identify the
perceived weaknesses of the present system and perceptions concerning
alternative systems. In reading the remainder of this report, it is
important to remember that the interviews focused on perceived weaknesses
and were not designed to elicit comments about the system's strengths.
The major assertions that were made about the shortcomings of the present
Nevada system during the interviews are the following:
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¢ Reserves are too high

¢ Premiums are too high

¢ The premium structure is not equitable

¢ The adjudication process is not fair

s The benefit delivery system is not effective

¢ The investment portfolio is not managed effectively

e The NIC is not subject to adequate checks and balances

e C(Certain responsibilities of the NIC conflict with one another

¢ Rehabilitation efforts are ineffective

e The NIC is not responsive to employers

e The management structure is not adequate.

Many of those interviewed felt that allowing for self-insurance or
alternatively allowing for self-insurance and the entry of private in-

surance carriers into Nevada would resolve these perceived weaknesses.
Following is a brief discussion of each of these assertions.

Reserve Level

Employer representatives made numerous comments about the reserves
being held to cover future payments on claims. In fact, the reserve
level and the reserving practices of the NIC were the target of a large
proportion of all criticism offered by employers. Their critical com-
ments can be summarized by the following statements:

e The reserve being held to cover a specific claim was excessive.
s The method being used to establish case reserves was arbitrary.

e The overall loss reserve level was excessive.

¢ The reserve level should increase at the same rate as claim
payments.

e Interest was not being credited on the reserves.

e There is no need to establish reserves because premium rates
can be increased when necessary to pay benefits.

In view of the amount of interest expressed concerning reserves,
it was deemed appropriate that the methods being used to establish re-
serves be reviewed. Such a review was conducted.

It is important to realize that the establishment of a reserve for
a specific claim is not and cannot be an exact science, but is simply
an objective judgment based on all available information. As more in-
formation about the claim develops, it is to be expected that the esti-
mated severity of a claim will either increase or decrease. The method
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used by the NIC to establish case reserves results in a fluctuation in
the estimated severity of a claim as information about the claimant and
the nature and extent of the injury is developed. This is entirely ap-
propriate and is to be expected. A number of employers pointed to spe-
cific cases where in retrospect the reserves established were too high.
No employer mentioned any claim where in retrospect the reserves estab-
lished were too low. However, those claims do exist and because of the
judgmental nature of the case-reserving process, it is to be expected
that at any point in time, the reserves for some claims will be too high
and the reserves for other claims will be too low. This process is an
essential part of the insuring mechanism; it is not unique to the NIC.
The best that can be expected is that the total case reserves for all
claims at any given point in time is an accurate measure of the liability
representing future payments to be made on open claims. If proper case
reserves are to be established, it is necessary to have experienced per-
sonnel reviewing the claims files, and they must be insulated from em-
ployer pressure. In addition, an objective third party should evaluate
the judgment of the reviewers on a periodic basis. The NIC personnel
responsible for setting the case reserves are experienced and their judg-
ment is regularly reviewed by an independent actuary who has indicated
that NIC personnel competently perform this function. Also, efforts are
made to prevent their judgment from being influenced by undue pressure
from employers.

There is no evidence that the method used to establish case reserves
is arbitrary. However, it is apparent that employers are not familiar
with the techniques used, and this unfamiliarity breeds suspicion. A
program aimed at improving employers' understanding in this area should
result in a reduction in complaints about specific case reserves estab-
lished and in assertions that the techniques used are arbitrary.

Because of the nature of workers' compensation claims, the overall
reserves held by an insurer are substantial. Payments made on a claim
may continue for as many as 40 years after the accident occurs. Medical
expenses may be large and may be paid out over a number of years. The
reserve established when the claim is incurred should be sufficient to
cover all future compensation payments in addition to future medical ex-
penses. Complaints that reserves are too high are not unique to the
Nevada system, but are prevalent in most states irrespective of the en-
tity providing the insurance. The overall reserve level in Nevada is
determined by qualified independent actuaries using generally accepted
actuarial standards. It is normal and to be expected that an actuarial
estimate of the proper reserve level at the end of some accounting periods
will be higher than ultimately necessary and at the end of other periods
be lower than ultimately necessary. The fact that this occurs does not
suggest any improprieties on the part of the insurer, but is a result
of the fundamental nature of the reserving process.

It is noteworthy that although the actuarial reports that explain
the methods and assumptions used in establishing the reserves are avail-
able to interested employers in Nevada, we have not found any employer
who has reviewed them in an effort to understand the reserving process
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and reserve fluctuations. On the basis of our review of the last five
annual actuarial reports, we consider the reserving methods being used
to be appropriate. In fact, it is highly probable that the reserves
being maintained by the NIC are lower than the reserves that would be
maintained by a private carrier because the NIC reserves established for
compensation claims are discounted at 4-1/2%, whereas private carriers
do not discount claim reserves. Discounting gives Nevada employers cur-
rent credit for future interest to be earned on reserves. Despite this,
a number of employers anticipated that private carrier reserves would be
lower than those established by the NIC.

Employers are concerned that reserves have been increasing more
rapidly than claim payments. The change in reserves is analyzed and ex-
plained each year in the actuarial report. In reviewing the reports, we
found that the explanations given for increases in reserves are reason=-
able and such increases are necessary if the system is to remain fiscally
sound. Despite this, a number of employers are convinced that the NIC
was purposely over-reserving and suggested that the $20 million reserve
reduction at the end of the 1978 plan year for claims incurred prior to
1978 was a result of pressure being placed on the NIC. There is no basis
in fact for this opinion. The 1978 actuarial report discusses the rea-
sons for the downward revision in the reserves for claims incurred prior
to 1978 and the bases for the revision are understandable and appropri-
ate.

The treatment of investment earnings is not clearly understood by
employers. This is unfortunate because the NIC has been imaginative in
discounting reserves in anticipation of future investment earnings in
order to minimize the cash drain on employers. Most private workers'
compensation insurers do not discount reserves (do not give credit for
future investment earnings) and as a result, the cash required from em-
ployers by other insurers is increased. We have estimated that the im=-
pact on premiums of discounting reserves is approximately 7%. The NIC
can either discount reserves as they do currently or set up the full
reserve and credit interest on it. They have chosen the discount ap-
proach because of the resulting decrease in cash required from the em-
ployers.

Several employers did not understand the need for maintaining claim
reserves because in their opinion the NIC could raise premium rates im-
mediately if there was not enough cash flow to pay benefits. The Nevada
legislators have determined that the workers' compensation system should
be administered on a fiscally sound basis., In view of this determination,
it is imperative that reserves be established to cover claim liabilities.

On the basis of our review of the reserving methods used and the in-
dependent actuarial reports prepared annually, we conclude that there is
no reason to believe that the NIC is systematically establishing excess
reserves. Because the reserving process is not an exact science and must
operate in an environment where benefits are frequently changing, it is
to be expected that the reserves established at the end of any accounting
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period will be either increased or decreased in subsequent periods. In
fact, if such adjustments are not made, there is some basis for becoming
concerned with the reserving methods being employed. Employers are con-
cerned about reserves because they represent a large portion of their
workers' compensation costs, and NIC efforts aimed at explaining the re-
serving process have not been effective. Employers must understand the
process if they are to be convinced that the reserve level is appropriate.

Premium Level

Comments made about the premium level generally indicated that:

e Premiums are too high.

e Premiums rates have undergone rapid increases over the last 5
years and are '"out of control."

High Premiums

The assertion that premiums are too high is usually based on an
analysis that compares the premium paid by the employer with claim pay-
ments made. The major reasons for the difference between premium payments
and claim payments are the claim reserves, the credibility of the em-
ployer's experience, the rating plan used to determine an employer's
premium, and the nature of the insurance mechanism, As indicated pre-
viously, claim reserves are necessary if the system is to remain fiscally
sound. If a valid comparison is to be made between premiums paid and
claims, reserves must first be added to the claim payments. Even after
this adjustment is made, the employer may still consider the premiums
paid to be too high.

A key factor in the determination of an employer's insurance premium
is the degree to which his own claims experience is taken into account
in the determination of his particular premium. In general, the claims
experience for an employer with few employees does not have a direct
impact on his specific premium whereas a large employer's claims experi-
ence will have a significant impact on his specific premium. That is to
say, the claims experience of the small employer is less ''credible'" than
the claims experience of the large employer. However, even if an em-
ployer's claims experience is considered to be fully credible, its impact
on his premium will differ depending on whether the Experience Rating
Plan, the Retrospective Rating Plan, or the Self-Insurance Rating Plan
is being used. Finally, insurance, by its very nature, involves a spread-
ing of risk among all those insured. Because of this, during any given
time period, some employers will pay more into the system than their em-
ployees receive in incurred benefit payments and other employers will pay
less into the system than their employees receive in incurred benefit
payments. To minimize the spread between the amount paid in and the
amount paid out and to improve the overall equity of the system, at the
end of each accounting period, premiums are adjusted so that employers
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with good credible experience (i.e., incurred benefits low in relation
to premium) will benefit from this favorable experience and employers
with poor credible experience (i.e., incurred benefits high in relation
to premium) will be adversely affected by this unfavorable experience.

In summary, we have determined that criticisms from employers about
the premium level are the result of several factors: a lack of apprecia-
tion for the necessity of establishing reserves to cover incurred lia-
bilities, the rather complicated methods used to determine premiums, and
the time lag between either favorable or unfavorable loss experience and
the resulting impact on premiums. These factors are common to the great
majority of workers' compensation systems irrespective of the entity pro-
viding the insurance and are commonly the source of criticism from em-
ployers. An effective response by the NIC to such criticism would be to
help the employer achieve a better understanding of the methods used to
determine premium levels.

Increases in Premium Rates

Not only do employers consider the present premium level to be too
high as discussed above, but they have also expressed concern that the
increases in premium rates during the 1970s have been unreasonable.
Employers have pointed to the rapid increase in workers' compensation
premiums as evidence that they are "out of control." There is little
question that rate increases have been substantial during the 1970s.
However, when the reasons for the increases are identified, it is apparent
that the present NIC management should not be criticized. Table 3 sum-
marizes the change in rates from 1960 through 1978. For purposes of the
analysis, 1960 is selected as the base year and the effective rate for
that year has been set equal to $1,00,

Table 3 highlights the fact that the rate charged to employers
actually decreased by $0.12 during the 1960s despite legislative in-
creases in benefits, medical cost inflation, and increasingly liberal
judicial decisions. Early in the current decade, it was decided that
the system should be placed on a fiscally sound basis by funding the
benefit increases that occurred during the 1960s. As a result, the ef-
fective rate was increased by $0.44 during 1971 and 1972. During the
same 2-year period, legislative benefit increases raised the rate by an
additional $0.23., Thus, the combined impact of these two factors in-
creased the rate to $1.55 by 1973,

Over the last 5 years, in order to keep benefits at an appropriate
level, benefit provisions have been upgraded, resulting in an additional
increase in the effective rate of $0.52. The upgrading of benefit levels
(as a result of legislative changes, judicial interpretation, and infla-
tion) complicates the reserving process and makes it increasingly diffi-
cult to determine adequate reserves, In addition, economic cycles cause
further complications., Over the last 5-year period, to maintain adequate
reserves, rates have been increased by $0,22, The upgrading of benefits
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Table 3

SUMMARY OF NIC RATE CHANGES
(Base Year = 1960)

Dollars
1960 effective rate 1.00
1961 through 1969 cumulative rate change -0.12
1970 effective rate 0.88
1971 through 1972 cumulative rate change
Result of experience 0.44
Result of benefit level changes 0.23
1973 effective rate 1.55
1974 through 1977 cumulative rate change
Result of experience 0.22
Result of benefit level changes 0.52
1978 effective rate 2.29

and the maintenance of adequate reserves have resulted in a current rate
of $2.29. Thus, it can be seen that the increases in costs during the
1970s are the result of keeping the benefit level up to date and placing
the system on a fiscally sound basis. In addition, costs for workers'
compensation have been increasing rapidly country wide; in fact, the rate
of increase has been faster for the country as a whole than it has been
for Nevada. If Nevada's rate followed the increases experienced country
wide over the last 5 years, the current effective rate in Nevada would be
$3.30 rather than $2.29.

In summary, although the cost for workers' compensation has been in-
creasing, there is no evidence to suggest that the present level is ex-
cessive., In fact, based on countrywide experience, it appears that Nevada
has been more successful than the average state in controlling costs while
at the same time maintaining adequate benefits. Benefit levels have been
kept up to date and reserve levels have been increased to reflect benefit
changes that occurred during the 1960s, but were not funded during that
period. It is apparent that Nevada employers need to receive adequate
explanations when premium rates are increased so that they understand the
basis for the increase.

Equity of Premium Structure

A number of employers suggested that the present Nevada pricing
structure is not equitable, They feel that inherent subsidies are built
into the structure. These perceptions include:
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s Large employers subsidize small employers.

e The hotel and resort industry subsidizes other industries within
the state.

The pricing structure does not favor either small employers or large em-
ployers, but rather develops premiums that reflect the different expense
levels associated with small versus large employers. An equitable struc-
ture would build higher expense loadings into the premium rates for smaller
employers to reflect the higher expenses (as a percentage of premium) as-
sociated with administering small accounts. Table 4 illustrates the ex-
pense loadings built into the current premium structure.

Table 4

EXPENSE LOADINGS AS A PERCENTAGE OF PREMIUM

Employer Size Expense

as Measured Loading
by Annual Premium (percent)
Less than $20,000 23.3
$20,000 to $99,999 10.5
$100,000 and higher 8.5

As can be seen from Table 4, the premium structure does reflect the
higher expenses associated with handling smaller employers.

Because these loadings appear to reasonably reflect the actual ex-
penses incurred, we consider the premium structure to be equitable for
both small and large employers. Private carriers also vary the expense
loadings by size of employer, and although the pattern used to vary the
loadings is different from the NIC pattern, their loadings are higher
than the NIC's for every employer size analyzed.

There is no convincing evidence that the hotel and resort industry
subsidizes other industries within the state. Representatives of the
hotels and resorts have compared rates charged for various occupations
in Nevada with rates charged in other states and have used this compari-
son as a basis for suggesting that a subsidy exists. Table 5 illustrates
the comparison that they have made.

The position taken by the hotel and resort representatives is that
it is illogical for the hotel and resort industry rate to be higher than
that for firemen and police, especially in view of the rates for these
occupations in California. However, this analysis ignores the fact that
police and firemen are quite logically grouped with other local govern-
ment workers in Nevada, whereas they are separately classified in Cali-
fornia. Because the Nevada rate reflects the experience of lower risk
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Table 5
RATE COMPARISON NEVADA VERSUS CALIFORNIA
(Dollars)
Premium Rate per
$100 of Payroll
Industry Classification Nevada California
Hotels, resorts 5.20 5.20
Firemen 2.44 12.62
Police 2.44 12,25

occupations together with police and firemen, a comparison with the Cali-
fornia rates for firemen and police alone is not valid.

Aside from this, there is a prevalent attitude among the hotel and
resort representatives that their industry is a relatively safe one with
a relatively low incidence of claims when compared with other industry
classifications in Nevada. Our review of the overall claim frequency
rates revealed no basis for this conception. Table 6 compares the fre-
quency of loss-of-time accidents in the Nevada hotel and resort industry
with the frequency for all industries combined.

Table 6

FREQUENCY OF LOSS-OF-TIME ACCIDENTS™

Hotels : All
Year and Resorts Industries
1969 3.25 2.43
1970 3.45 2.68
1971 3.55 2.73
1972 3.35 2,91
1973 4,37 3.24
1974 4.79 3.22
1975 4.84 3.32
1976 5.76 3.60

*
Frequency is measured by the number of
accidents per 200,000 man-hours of work.
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A review of the above frequency statistics suggests that the NIC and the
hotel and resort industry might work together in identifying the factors
responsible for the relatively high frequency rates.

In summary, we do not see any firm basis for the belief that either
large employers are subsidizing small employers or that the hotel and re-
sort industry is subsidizing other industries. Our review of the methods
currently being used to determine the rates indicate that the premium
structure is equitable.

Adjudication Process

Both employers and employee representatives expressed some dissatis-
faction about the manner in which issues were adjudicated. Among the is-
sues mentioned were:

o Settlement of claims

* Resolution of disputes involving reserving and premium rates.

The different perspectives of employers and employees produced an interest-
ing dichotomy when the claims adjudication process was discussed: a number
of employers claimed that the NIC "bent over backwards" to pay all claims;
several employee representatives stated that the NIC was unduly influenced
by employers and strongly resisted paying claims. Another comment made was
that a decision reached at one level in the hearings procedure was fre-
quently changed at the next level, indicating a general lack of expertise
at all levels. 1In opposition to this, several employers felt that the ap-
peals officer was somewhat reluctant to reverse a decision of the Commis-
sion because his budget is controlled by the NIC. It is not possible to
evaluate objectively the adjudication process until standards acceptable

to all parties are developed and performance tracked against these stan-
dards. It is not realistic to expect that a claims adjudication process
can be developed that will eliminate all criticisms. In addition, it is
not reasonable to restructure an existing process until an objective de-
termination is made about its effectiveness. To date, the existing pro-
cess has not been subjected to an objective evaluation nor can it be, un-
til standards are developed against which it can be measured.

Disputes involving reserving and premium rates arise from a lack of
understanding of the part of employers coupled with inadequate communica-
tion of information by the NIC. As indicated previously, we have con-
cluded that the NIC ably performs the actuarial functions associated with
the determination of reserves and premium rates. They rely on assistance
from competent outside actuarial consultants to carry out these functioms.
If the NIC allocated sufficient resources to communicate with employers on
these issues, it would be reasonable to expect that most employers would
conclude that the NIC is performing these functions competently.

The weaknesses perceived by employers and employee representatives as
being a problem with the adjudication process, is actually a performance
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measurement and a communication issue. Changing the adjudication process
without developing performance measurements and without improving communi-
cations would be treating the symptom of the problem rather than the prob-
lem itself. A better approach would be to first develop standards and
then measure performance against these standards. In addition, an at-
tempt should be made to communicate more effectively. Only after these
changes are made and subsequent evaluation determines that they have
failed, should a restructuring of the process be contemplated. This is
dealt with in more detail in Chapter VI.

Delivery System

Several negative comments were made about the manner in which bene-
fits were paid (i.e., the benefit delivery system). The initiation of
benefit payments and the termination of such payments was the focal point
for these comments. Here again, as in the case of claims adjudication,
both employers and employee representatives were critical, but from very
different perspectives. In reference to the initiation of benefit pay-
ments, several employee representatives felt that in numerous instances
the time required to commence benefit payments was inordinately long.

On the other hand, spokesmen for employers expressed the opinion that the
NIC was all too willing to commence benefit payments even before a claim
could be validated. After benefit payments commence, employee representa-
tives suggested that the NIC arbitrarily attempts to terminate benefit
payments in many cases. In contrast, employers cited examples where the
employee continued to receive benefit payments even after he was fully
recovered, back at work on a full-time basis, and the NIC had been so
notified.

An objective evaluation of the benefit delivery system requires that
standards first be developed so that performance can be measured. If ac-
tion is taken to alter the existing system based on a sample of criticisms
made about it, there is a very real possibility that the benefits of the
present system would be lost and the systems change would merely result
in substituting a number of real problems for several perceived problems.
Establishing a procedure that would facilitate an objective measurement
of the systems' performance would minimize the possibility that this might
occur. However, if it is determined, after performance is measured against
standards, that the current system is functioning adequately, it is still
necessary to establish a process whereby any claim that is mishandled in
the opinion of either the employer or employee is evaluated to determine
the reasons for this opinion and appropriate action taken. The success of
this process would depend on clear communications being established between
the NIC, employers, and employees.

Investment Management

Not only were a number of employees critical about the level of claim
reserves, but they also felt that the investment portfolio supporting the
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reserves was not well-managed. 1In an effort to determine the manner in
which the investment portfolio is managed, we reviewed the investment pol-
icy, the guidelines established for investment management, and the perfor-
mance goals used to evaluate the investment manager. In addition, we par-
ticipated in the quarterly investment management meeting at which the 1978
performance was evaluated. On the basis of these activities, we have con-
cluded that the NIC has established a sound investment management function
and is sensitive to the need for maximizing investment return while main-
taining the quality of the portfolio at a relatively high level. The NIC
depends on a qualified outside investment manager to manage the investment
portfolio and a separate qualified consultant to review investment perfor-
mance. If employers deem the overall investment performance to be unac-
ceptable, they should determine whether they consider the guidelines to

be unsuitable, the goals to be too easily achievable, or the performance
to be lacking when measured against these goals. We are confident that
the NIC will seriously consider any reasonable suggestions that might en-
hance performance without sacrificing the overall quality of the portfolio.
Criticisms about the methods used by state agencies to manage investments
abound. However, according to our evaluation, these general criticisms do
not apply to the NIC.

Lack of Checks and Balances

A substantial number of employers and employee representatives ex-
pressed the opinion that the NIC, in effect, was not answerable to any
authority. It was felt that although in theory the commission is con-
trolled by the legislature, in practice very little control is exercised
especially as the legislature meets only every second year and those ses-
sions are relatively short. Several areas were mentioned where the par-
ties interviewed thought that a system of checks and balances was necessary
to prevent the NIC from operating in an arbitrary and capricious manner.
These included determination of premiums, establishment of reserves, and
delivery of benefits. Several employers expressed strong feelings that
the need for checks and balances was a critical one because the controls
inherent in a competitive market are absent in the workers' compensation
system in Nevada.

As previously indicated, we have concluded that the NIC competently
performs those functions that involve the determination of premium rates
and the establishment of reserves. The employers' perception that there
is a need for a system of checks and balances in these areas reflects the
limited communications between the NIC and the employers. Establishing a
system of checks and balances to resolve a basic communications problem
is inefficient at best and may even exacerbate the problem. In the bene-
fit delivery area, maximizing performance can best be achieved by setting
objective standards, measuring performance against those standards, and
communicating performance to employers and employees. A system of checks
and balances, because of its very nature, does not encourage an entity to
constantly strive for better performance, but merely to settle for adequate
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performance, which is normally substantially less than the maximum level
achievable.

Conflicting Responsibilities

Both employers and employees perceived an implicit conflict in a number

of functions performed by the NIC. Specifically:

e The NIC is responsible for both claims determination and claims
adjudication.

e The NIC is responsible for both providing safety consulting ser-
vices to employers and assuring compliance with OSHA regulatioms.

The dual responsibility for claims determination and adjudication does not
necessarily create a conflict although it has the potential for doing so.
Having the two functions combined under one agency as is currently done,
has the potential for maximizing efficiency both in terms of cost and time
service. To determine whether it would be advantageous to eliminate the
potential for conflict between the two responsibilities, it is necessary
to determine the extent to which real conflict exists, the possbility of
minimizing it within the current structure if conflict does exist, and

the impact on efficiency if the system were restructured to separate the
two functions. An effective method of determining whether a conflict ex-~
ists and, at the same time of minimizing it, is to track the performance
of the NIC in carrying out these functions and to communicate its perfor-
mance to employers and employees. 1If it is apparent after this has been
done that a real conflict does exist and cannot be eliminated under the
current structure, it would then be timely to quantify the impact on ef-~
ficiency of separating the functions and to decide whether the separations
should be made. To make this decision without first determining if there
is a conflict and attempting to minimize it would be premature.

In the areas of safety consulting and OSHA compliance, we have con-
cluded that the mere perception on the part of many employers of a conflict

between these two responsibilities is sufficient cause for their separation.

This perception, irrespsective of whether a real conflict exists, results
in the safety consulting function being less effective. The NIC has at-
tempted to assure employers that these functions are performed indepen-
dently of each other, but these attempts have been generally unsuccussful.
Many employers, frustrated by the massive amount of OSHA regulation, will
not accept the safety consulting services of the NIC as long as the agency
is also responsible for OSHA compliance, regardless of assurances from the
NIC.

It should be pointed out that the impact on the workers' compensation
system of employers' perceptions concerning conflicting responsibilities
is the critical factor in determining whether those specific responsibil-
ities should be separated. 1In the case of safety consulting and OSHA com—
pliance, the mere perception that there is a conflict results in a less
effective safety program and presumably a higher accident rate thus leading
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to the conclusion that responsibility for the functions must be separated.
In the case of claims determination and adjudication, the perception that

a conflict exists is not a significant impediment to achieving the overall
objectives of the system.

Rehabilitation

Without exception, all parties interviewed supported the concept of
medical and vocational rehabilitation. However, a number of employers
and employees questioned the effectiveness of the current rehabilitation
program. They mentioned several examples where, in their individual opin-
ions, a rehabilitation plan identified for an injured worker was not ap-
propriate. The present rehabilitation program is built around the new re-
habilitation center. It is still too early to evaluate the impact this
center when fully staffed will have on the workers' compensation system.
Comments that are critical of a specific rehabilitation plan developed for
an injured worker suggest that the concepts around which the rehabilitation
program has been developed have not been presented effectively to employers
and employees.

Unresponsiveness

Many comments made by employers suggested that the NIC does not re-~
spond in a timely and effective manner to their concerns. The two most
frequently identified areas in which employers indicated that the NIC
does not respond involve reserves and premium rates.

As indicated in other sections of this chapter, it is evident that
the NIC has not communicated effectively with employers and employees.
It has been the NIC's position that minimal resources should be allocated
for communications in an effort to minimize the cost of the system. The
communications issue will be discussed further in Chapter VI.

Management Structure

A number of employers suggested that the Nevada workers' compensation
system has outgrown the management structure. They expressed the opinion
that it is now necessary to reorganize the NIC. Several employers sug-
gested that if the NIC is to attract and retain a management team with
the skills necessary to operate the NIC effectively, it should not be gov~
erned by Nevada's personnel system and policies. In addition, it was felt
that the NIC should strengthen a number of its functions internally so that
it would not have to rely on external expertise.

On the basis of our analysis, we consider the current overall manage-
ment structure to be suitable for administering the workers' compensation
system as it currently exists. The system is sound and there is little
basis on which to contemplate a change. Certain minor adjustments should
be made to fine-tune the existing system; these adjustments are discussed
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in Chapter VI. We anticipate that the NIC may have difficulty in attracting
and retaining quality employees; this issue is addressed in Chapter VIII.
Finally, the use of outside expertise to assist in carrying out certain
functions such as premium determination, reserve determination, and in-
vestment performance analysis should continue rather than the development
of additional expertise in-house. These advisors have been valuable in
providing the NIC with insights gained from a breadth of experience in
providing services to other workers' compensation systems.
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V FUNCTIONS ASSOCIATED
WITH A WORKERS' COMPENSATION SYSTEM

Introduction

To achieve the objectives of a workers' compensation system, it is
necessary that the functions associated with it be performed effectively
and efficiently. The specific functions to be performed and the parties
responsible for their performance are in part dependent upon the type of
system selected (i.e., exclusive state fund system, two-way system, or
three-way system). In order to construct a number of alternative struc-
tures for each of the three possible systems, it is necessary to identify
the functions that must be performed under each system and then specify
the various parties who could be responsible for their performance. In
identifying the functions, first, the exclusive state fund system will be
considered; second, the incremental functions associated with a two-way
system will be identified; finally, the additional functions necessary
under a three-way system will be addressed. Following this process, the
parties who could be responsible for them will be considered.

After identifying the functions, together with the parties who might
be responsible for them, the OSHA compliance function will be discussed.
This function requires special attention because, although it is not an
inherent part of the workers' compensation system, the NIC is responsible
for its performance and this responsibility inhibits the effectiveness of
NIC's safety consulting role, a crucial part of the workers' compensation
system.

Identification of Functions

Functions to be performed under the exclusive state fund system can
be grouped into the following categories:

e FEmployee oriented functions (i.e., performance has a direct im-
pact on the employee).

e Employer oriented functions (i.e., performance has a direct im-
pact on the employer).

e Functions that promote effective performance of employee or em-
ployer oriented functions.

e Functions that monitor performance of employee or employer ori-
ented functions.

Employee or employer oriented functions can be further subdivided
into those that are performed by the entity providing the insurance (i.e.,
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the state fund, self insurers, or private carriers) and those performed

by some other entity. Table 7 identifies the functions performed under

an exclusive state fund system grouped as indicated above. Table 7 also
indicates those employee or employer oriented functions that have an as-
sociated function to monitor or promote the maximum effectiveness of the
employee or employer oriented function,

The functions categorized as employee oriented and employer oriented
are invariably included in all workers' compensation systems. However,
some of the associated functions that promote effective performance and
monitor performance may be excluded entirely or exist only on an implicit
basis. Frequently, they are internal functions and are not visible to
the public.

A two-way system requires that the following two functions be estab-
lished in addition to the functions enumerated in Table 7:

¢ Qualify self insurers

e Monitor financial condition of self insurers.

If self insurers are to be included in a workers' compensation sys-

tem, the functions in Table 7 that are designed to monitor performance
would have to be expanded.

Under a three-way system, a number of additional functions are neces-
sary. These include:

e Qualify private carriers

e Monitor the financial condition of private carriers

e Monitor competitive practices

e Assure availability of coverage

e Approve premium rates.
The monitoring functions included in Table 7 would have to be expanded

further to oversee not only the self insurers, but also the private car-
riers.

Identification of Parties Responsible for Functions

The number of parties involved in performing functions associated
with a workers' compensation system can vary over a large range depending
on the type of system involved and the degree of centralization within the
system. As indicated previously, the functions can be divided into six
groups: employee oriented functions, employer oriented functions, func-
tions intended to promote effective performance, monitoring functions,
functions required under a two-way system, and functions required under
a three-way system.
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Table 7

FUNCTIONS UNDER AN EXCLUSIVE STATE FUND SYSTEM

Associated
Function Associated
to Promote Function
Maximum to Monitor
Function Effectiveness Performance
Employee oriented
Performed by insurance entity
Establish safety programs X X
Deliver benefits X
Establish rehabilitation programs X X
- Communicate with employees X
' Performed by other entities
. Represent employee during claims appeal
Provide forum for claims appeals
Assure compliance with workers'
compensation regulations
Employer oriented
Performed by insurance entity
Invest assets X X
Determine premiums and reserves X
Resolve premium and reserve disputes X

Communicate with employers
Represent employer during claims appeal
Performed by other entities

Provide forum for claims appeals
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The parties that could conceivably be involved in performing one or
more of those employee and employer oriented functions include the enti-
ties who might provide insurance (i.e., private carriers, self insurers,
state industrial commission or the state compensation fund), state indus-
trial attorneys, private attorneys, appeals officers, and rating bureaus.
The state compensation fund and rating bureaus are two entities that might
not be familiar to Nevada employers and employees. In states where there
are separate state agencies for administering the workers' compensation
law and for providing workers' compensation insurance, the agency respon-
sible for providing the insurance is commonly known as the state compensa-
tion fund. In a number of states, independent rating bureaus are respon-
sible for developing rates.

The entities responsible for promoting effective performance of the
employee and employer oriented functions are not discrete, easily identi-
fiable parties. They include the competitive environment, the environment
created when standards are developed and used for measuring performance,
and the environment created when an effective communications function is
in existence. It should be recognized that even though these "entities"
are somewhat amorphous, the functions assigned to them are no less impor-
tant to the workers' compensation system.

Possible candidates for monitoring the performance of employee and
employer oriented functions include the state industrial commission and
the state insurance commission. The "environmental" entities mentioned
above can also serve as effective monitoring devices—-particularly the
environment created by an effective communications function.

Entities that might be responsible for carrying out the additional
functions associated with a two-way or a three-way system include the
state industrial commission, the state insurance department, the state
compensation fund and private carriers.

OSHA Compliance Function

The functions discussed above are important to an efficient and ef-
fective workers' compensation system. The OSHA compliance function, how-
ever, is not an integral part of the system, but has been assigned to the
NIC in an effort to achieve greater operating efficiencies. Assigning
this function to the NIC has impeded the progress of the safety consult-
ing function because many employers will not use the NIC's safety consul-
tants as long as the NIC has the OSHA compliance responsibility. Although
a major objective of both OSHA and the workers' compensation system is
identical, i.e., minimize the frequency and severity of industrial acci-
dents and disease, the methods used in an attempt to attain these objec-
tives are different. OSHA uses a regulatory approach that has resulted
in over-regulation and has generated a substantial amount of ill-will on
the part of employers. Naturally, the brunt of employer resentment and
criticism has been felt by the local agency responsible for administering
the program, the NIC, and has reduced its effectiveness as a safety con-
sultant. In fact, one employer noted '"the NIC did a pretty good job until
it became involved with OSHA."
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To maximize the effectiveness of efforts aimed at enhancing safety
in the work place, the NIC should be perceived as working in tandem with
the employer and should be looked upon primarily as a consultant rather
than an enforcer if safety improvement is to be maximized. It is unreal-
istic to expect employers to comnsider the NIC in this fashion as long as
it is burdened with the responsibility for OSHA compliance.

Although we strongly recommend that OSHA enforcement be separated
competely from the workers compensation system in Nevada, we have not
identified the specific agency that should be charged with this responsi-
bility. Logical alternatives include some other state agency (e.g., the
State Labor Commission) or returning the compliance function to the Fed-
eral Government. The development of a specific recommendation in this
area is outside the scope of the present study.
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VI IDENTIFICATION OF THE OPTIMAL STRUCTURES FOR EACH SYSTEM

Introduction

The performance level achieved by the NIC in carrying out various
functions has been criticized by a number of employers and employees.
These parties, generally dissatisfied with NIC's current performance,
anticipate substantial benefits to be gained by dismantling the current
system and constructing a new one. The new system would permit either
a state fund and self insurance or a state fund, self insurance, and
private insurers. A change to another system would be accompanied by
disruptions in several areas, the degree of which would depend on how
well the translation is planned and implemented.

Unfortunately, there is little convincing evidence that a new system
would be a panacea. In states with two-way or three-way systems, criti-
cisms about premium levels, reserve levels, and service levels are prev-
alent, These are the same areas mentioned by critics of the NIC. It
would be counter-productive if a new system were established and the
currently perceived problems remained.

To identify the best system for Nevada, it is necessary to develop
all viable alternatives, analyze each, and select the one that best sat-
isfies the needs of Nevada employers and employees. The remainder of
this chapter contains the development of alternative structures for each
of the three systems, an analysis of these alternatives, and selection
of the optimal structure for each system. In view of the number of func-
tions and possible entities involved, a very large number of alternatives
could be developed, The alternatives identified in this report have been
selected as those that might reasonably be considered appropriate for
Nevada. In Chapter VII, the optimal structures are analyzed and the best
one is selected.

In the analysis that follows, it is assumed that the OSHA compliance

function is removed from the workers compensation system. This assumption
is common to all the alternatives considered.

Exclusive State Fund Alternatives

The exclusive state fund alternatives selected for analysis can be
characterized as follows:

e Alternative 1: The existing NIC structure,

e Alternative 2: The existing NIC structure with objective perfor-
mance standards developed to promote effective performance. A
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communications unit would be established to promote a better
understanding of the NIC and to serve as an effective monitoring
device.

e Alternative 3: The structure as described in Alternative 2 mod-
ified so that the insurance department would have responsibility
for approving premium rates.

e Alternative 4: A complete restructuring of the current system,
with a state compensation fund being set up to perform the in-
surance functions and the state industrial commission to be
responsible for the regulatory functions.

Alternative 1, which maintains the current structure without any
modification (except for elimination of the responsibility for OSHA com~
pliance) must be considered as a possible alternative. On the basis of
our review of the current system, we have concluded that it is sound
under the current structure. However, if Alternative 1 were chosen, a
number of employers and employees would continue to be dissatisfied with
the system because of the absence of an effective communications link
with the NIC. As indicated previously, this deficiency leads to misunder-
standings and assertions that performance is poor and NIC activities are
not monitored closely.

Alternative 2 maintains the current NIC structure, but makes it more
visible to the public., On the basis of our review of the NIC, we con-
sider the existing level of service provided to employers and employees
to be commensurate with the resources allocated to provide such service.
The NIC is a cost-efficient operation that has minimized expenditures
necessary for effective communications. Employers, employees, and the
legislature expect the NIC to perform as an efficient and effective busi-
ness, If these expectations are to be realized, sufficient resources
must be allocated to carry out all the essential business functions in=-
cluding communications with the system's stakeholders. Just as a corpora-
tion must communicate with those who are affected by its success or fail-
ure, the NIC must communicate with Nevada employers and employees.

The need to communicate is not satisfied by merely issuing reports
and holding meetings on a sporadic basis. To be effective, the communica-
tions effort must aim at waintaining an appropriate flow of relevant in-
formation to employers, employees, legislators, and others. On the basis
of the information communicated, interested parties should be able to
develop an understanding of the NIC and evaluate NIC performance in
carrying out its service functions. To understand the NIC, technical
subjects such as rate making, reserving, premium and classification
determination must be explained. Such communication should lead to a
reduction in disputes about premiums and reserve levels. If the NIC's
performance is to be evaluated, objective standards must be developed
and performance measured against these standards. The results must then
be communicated. Measurement of performance against objective standards
can promote effective performance. Communications of the results of this
process can serve as a monitoring mechanism. An annual report focusing
on underwriting performance, investment performance, changes in reserve
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levels, and measurement of service functions against objective standards
should be prepared and reviewed at an annual meeting.

We consider the absence of an effective communications unit to be
a major weakness of the current structure. It is important for a commu-
nications unit to be developed irrespective of whether Nevada maintains
an exclusive state fund, permits self insurers, or permits self insurers
and private carriers. 1In view of this, all alternatives considered in
the remainder of this chapter will assume that a communications unit is
in place. Alternative 2 is considered superior to Alternmative 1 because
of the weak communications function under the current system.

The communications unit should use professionals so that maximum
effectiveness is achieved. Initial funding of this function should be
in the range of 0.5% to 0.75% of premiums, The individual responsible
for this unit would coordinate the communications activities discussed
above and take the initiative in providing accurate and timely informa-
tion to employers, employees, the media, and government agencies. He
would also have the responsibility for responding to comments made in the
media and monitoring complaints received by the NIC.

Alternative 3 is identical to Alternative 2 except that the state
insurance department is given responsibility for approving premium rates,
This alternative must be considered in view of current perceptions about
premium levels. As indicated in Chapter IV, we do not consider the cur-
rent premium level to be unreasonable. However, before determining
whether the insurance department should be given responsibility for
approval of rates, it should be decided whether this function is even
necessary where the sole insurer is the monopolistic state fund. 1In
general, if the rate determination process is fair and equitable, is
communicated to and understood by employers, there is little need to
establish a rate approval function within any state agency. Even if
only one of the above elements is missing, suspicion is engendered and
discontent results. The process used to determine rates for workers
compensation is rather unique and expertise in this area is not readily
available, 1In view of this, establishing a rate approval function to
oversee the rate determination process would appear to be an option con-
sidered only as a last resort, after other solutions have been unsuccess~
fully attempted. The better solution would be to improve the methods
used to communicate the rate determination process to employers as sug-
gested under Alternative 2. 1In our view, the current process is fair
and equitable. 1If it is finally determined that the rates are unreason-
able and that the process cannot be effectively communicated and under-
stood, then the establishment of an approval function might be considered
a viable solution. To implement such a solution without a real attempt
to communicate the process would be premature. Accordingly, Alternative
2 is considered to be better for Nevada than Alternative 3.

Alternative 4 is based on a complete restructuring of the current

system with the insurance functions separated from the regulatory func-
tions. The benefits said to be associated with this configuration are:
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e TIncreased opportunity to select a professional insurance manager
to be responsible for the insurance function because it is sep-
arate from the political orientation of the typical regulatory
agency.

e Elimination of a conflict of interest in adjudicating issues
that arise when the insurance functions and regulatory functions
are combined.

e Potential improvements in efficiency achieved through monitoring
by an outside agency.

However, it is unlikely that these suggested benefits would be real-
ized if the Nevada system were restructured.

On the basis of our analysis, the current insurance and regulatory
functions are competently performed. We consider this to be a direct
result of a legislative enactment that specified the qualifications that
the commission chairman must have. Specifically, ''the chairman ... shall
have not less than 5 years actuarial experience and shall have a degree
of master of business administration or experience deemed equivalent to
that degree." Thus, the Nevada Industrial Commission is significantly
different from the typical regulatory agency; consequently, the benefit
to the system mentioned above that might apply to the typical regulatory
agency is not applicable in the case of Nevada.

Although the potential for a conflict of interest exists when the
insurance functions and regulatory functions are combined, we have not
found any evidence suggesting that there is an actual conflict of inter-
est within the NIC. Initial determinations made by staff members or by
the employer accounts department have on occasion been changed by the
hearing examiner. Similarly, a number of decisions made by the hearings
examiner have been changed by the Commissioners. At each level within
the Commission, the personnel involved are instructed to be objective in
making their own determinations and to avoid being influenced by deci-
sions made by other NIC employees. If decisions made at one level within
the NIC were always confirmed upon appeal to another level within the
NIC, then there would be justification to suggest that conflicts of
interest were influencing decisions. However, decisions made at one
level are on occasion reversed upon appeal to another level within the
NIC. Also, the legislature, anticipating charges of conflict of interests
in the adjudication process has provided that the appeals officer be
appointed by the governor. The appeals officer is not an employee of the
NIC and, in fact, the Nevada statutes stipulate that "If an appeals of-
ficer determines that he has a personal interest or a conflict of inter-
est, directly or indirectly, in any case that is before him, he shall
disqualify himself from hearing such case ..." 1In summary, we have not
seen any evidence of conflict of interest, the current NIC system is
structured to avoid such conflicts, and the prevailing attitude within
the NIC is such that decisions made at one level can be reversed on
appeal if an objective evaluation indicates that this should be done.
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There is no reason to expect that the potential increased efficiency
that might be achieved by having an outside agency monitor the insurance
functions will be greater than that achieved by setting standards, mea-
suring performance against these standards, and communicating the results
to employers, employees, and legislators.

On the basis of above analysis, Alternative 2 is selected as the
optimal exclusive state fund structure over Alternative 4. The creden-
tials that the Chairman must possess help to assure that the appointee
is a professional insurance manager., The prevailing attitude within the
NIC, the independent appeals officer function and the reversal of deci-
sions within the NIC suggest that the issue of possible conflicts of
interest within the current Nevada workers' compensation system should
be of minimal concern. The use of standards to measure performance and
the communication of the results should be sufficient to generate improved
efficiencies.

Two-Way System Alternatives

The two-way system alternatives selected for analysis can be char-
acterized as follows:

e Alternative 5: A structure similar to the optimal exclusive
state fund structure (Alternative 2), including the development
of objective performance standards and the establishment of a
communications unit. The NIC to be responsible for qualifying
and monitoring the financial condition of self insurers.,

e Alternative 6: A structure similar to Alternative 5, except that
the state insurance department would be responsible for qualifying
self insurers and monitoring their financial condition.

e Alternative 7: A complete restructuring of the NIC, with a state
compensation fund being set up to perform the insurance functions
and the state industrial commission responsible for the regulatory
functions,

Alternative 5 would involve an expansion of the functions defined
under the optimal exclusive state fund structure. The NIC would be re-
sponsible for monitoring the service performance of the self insurers.
The NIC would also be responsible for qualifying self insurers and moni-
toring their financial condition. To minimize concerns about a potential
conflict of interest in carrying out the monitoring functions, the stan-
dards used by the NIC to monitor self insurers' performance should be the
same standards used by the NIC to measure the performance of the NIC
insurance functions. It would not be equitable to the self insurers for
the NIC to use more stringent performance standards than those used to
monitor its own performance. Also, it would not be fair to employees of
self insurers to use less stringent performance standards.
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The standards used by the NIC to determine whether an employer is
eligible to self insure should be developed based on an actuarial anal-
ysis of the risk involved. The standards in other states should be con-
sidered as a part of the overall analysis. These standards should be
public knowledge so that charges of conflict of interest are minimized.
In a similar fashion, standards to be used in monitoring the ongoing
financial condition of self insurers should be developed and communicated.
Finally, the treatment of self insurers by the NIC should be compared
with the treatment of employers who insure with the NIC and this compari-
son made public to ensure that both groups are treated equitably.

Alternative 6 is based on the same structure as that described for
Alternative 5, except the state insurance department would be responsible
for qualifying self insurers and monitoring their financial condition.

It has been suggested that the NIC would not be objective when determining
whether an employer should be allowed to self insure or when reviewing
the financial condition of existing self insurers. For this reason, the
state insurance department might be considered an appropriate agency to
perform these functions. However, it would first be necessary for the
insurance department to develop expertise in workers' compensation. Also,
the claim liabilities under workers' compensation can change rapidly as

a result of legislative changes, judicial interpretation of the law, and
economic cycles. In view of this, the entity responsible for qualifying
self insurers and monitoring their financial condition should be suffi-
ciently familiar with trends and developments within workers' compensation
that such entity can anticipate these trends when performing the qualify-
ing and monitoring functions. Consequently, we would consider it to be
inappropriate to have the insurance company responsible for regulating
self insurers. The NIC is deeply involved in workers' compensation on

a fulltime basis and as a result is better equipped to perform the neces-
sary analysis for qualifying and monitoring the financial condition of
self insurers. If objective standards are used to perform this function,
there should be a minimal amount of concern about conflicts of interest,
Thus, Alternative 5 is selected as being more suitable for Nevada than
Alternative 6.

Alternative 7 would involve a complete restructuring of the NIC. A
state compensation fund would be established with the insurance functions
being separated from the regulatory functions. This would be desirable
if:

e A conflict of interest existed between the insurance functions
of the NIC and the regulatory functions,

s Self insured employers and their employees were treated differ-

ently from the employers who insured with the NIC and their
employees.

e The standards used for monitoring self insurers were different
from those used to monitor the insurance functions of the NIC.

e A conflict of interest existed between the insurance function of
the NIC and the function responsible for qualifying and monitoring
the financial condition of self insurers.
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Following is a brief discussion of each item listed above to deter-
mine whether a complete restructuring of the NIC would be necessary under
a two-way system. Analysis under Alternative 4 suggests that there is no
indication that a conflict of interest exists between the insurance func-
tions and regulatory functions of the NIC. As suggested under Alternative
5, a comparison of NIC's treatment of self insurers with its treatment of
employers insured with the NIC could be made to ensure that the two groups
of employers receive equal treatment. As indicated under Alternative 5,
the use of identical standards for monitoring performance of self insurers
and the NIC insurance functions eliminates the concern that different
standards are used. Also, under Alternative 5, the standards to be used
to quality self insurers and monitor their performance would be public
knowledge to minimize concerns about conflicts of interest.

From the above analysis, Alternative 5 is selected over Alternative
7. Alternative 5 involves a minimal amount of restructuring and is more
efficient. Concerns about conflicts of interest and inequitable treat-
ment can be minimized under Alternative 5 by measuring performance,
comparing performance, communicating the results of these measurements
and comparisons, and by publicizing the standards to be used when quali-
fying self insurers and monitoring their financial condition.

Three-Way System Alternatives

The three-way system alternatives selected for analysis can be char-
acterized as follows:

e Alternative 8: NIC continues to be responsible for the insurance
functions of the state fund, the regulatory functions, and for
qualifying self insurers and monitoring their financial condition
(similar to Alternative 5). The insurance department would be
responsible for qualifying private carriers, monitoring their
financial condition, and approving private carrier premium rates,
in addition to its normal regulatory functions.

e Alternative 9: A complete restructuring of the NIC, with a state
compensation fund being set up to perform the insurance functions
and the state industrial commission responsible for the regulatory
functions, The state insurance department and the state indus-
trial commission to regulate the state compensation fund as if
it were a private carrier. A rating bureau to be estab-
lished.

Alternative 8 would minimize the additional expense associated with
a three-way system. The competitive environment would be responsible
for promoting efficient performance of the employer and employee oriented
service functions. The state industrial commission and the state insurance
department would be responsible for the monitoring functions. However,
the insurance functions of the state industrial commission would not be
subject to review by the state insurance department. Self insurers would
continue to be regulated by the state industrial commission.
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Alternative 9 would involve a complete restructuring of the NIC. A
state compensation fund would be established. This fund and private
carriers would be regulated in the same manner by the state industrial
commission and by the state insurance department, A rating bureau would
be used to establish premium rates. Self insurers would be regulated by
the state industrial commission (as in Alternative 8).

In choosing between Alternative 8 and Alternative 9, the key factor
is the degree to which competition (responsible for promoting effective
performance) would operate under each alternative. If Alternative 8
were selected, competition might be impaired because the insurance fund
under the state industrial commission would be perceived as having a
competitive advantage over private carriers. The source of this per-
ceived competitive advantage would be the absence of state insurance
department regulation over the state insurance fund and the potential
conflict of interest that is inherent, in the private carriers' view,
when responsibility for regulatory functions and insurance functions is
assigned to the same agency. This perceived advantage could reasonably
be expected to cause a number of private carriers to minimize efforts
directed at entering the Nevada market, thus leading to a less competi=-
tive environment., Alternative 9 eliminates the perceived competitive
advantage of the state compensation fund and enhances the competitive
environment. Private carriers would perceive the state compensation fund
as competing on an equal basis under this alternative and would be ex-
pected to aggressively enter the market., Alternative 9 is selected over
Alternative 8 because the more competitive environment associated with
Alternative 9 should encourage a higher level of performance by private
carriers and the state compensation fund.
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VIT SELECTION OF THE BEST SYSTEM

Introduction

Optimal structures for an exclusive state fund system, a two-way
system, and a three-way system have been defined in Chapter VI, Selection
of the best system from among these three structures will be made by first
evaluating whether the optimal exclusive state fund structure should be
expanded to accommodate self insurers. Then, the potential impact of
allowing private carriers to enter the market will be analyzed to deter-
mine if the system should be completely restructured in order to allow
their entry.

Self Insurance Analysis

The basic issues that must be addressed when considering whether
employees should be permitted to self insure workers' compensation in
Nevada are:

e The fundamental question of equity

e The impact on safety programs

e The impact on the benefit delivery system
e The impact on rehabilitation

o The qualification and monitoring of self insurers' performance.

The expansion of the system to include self insurers would not require a
substantial restructuring of the NIC, but rather a broadening of the ex-
isting structure to accommodate the additional administrative tasks
associated with self insurers.

The objective of pricing methods being used by the NIC is to charge
each employer with his "fair" share of the costs for workers' compensation.
In addition, the Experience Rating, Retrospective Rating, and Self Rating
plans all have been developed by the NIC to allow employers to choose the
nricing method that best accommodates their risk aversion preference.

Thts, the current pricing structure is equitable not only in terms of at-
terpting to have each employer's costs reflect his expected loss, but also
by allowing each qualified employer to select a rating plan that reflects
to some extent the degree of risk he is willing to take.

It is apparent from this that the NIC and the legislature have de-
veloped a flexible pricing structure that is based on the concepts of
equity and employer attitudes toward risk as opposed to social adequacy
(a pricing structure based on social adequacy concepts purposely involves
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some employers subsidizing other employers). Expansion of the system to
permit self insurance for qualified employers is a natural extension of
those concepts. However, before such an expansion can be contemplated,
the impact on employees must be considered. The expansion would be un-
acceptable if it resulted in a reduction in safety activities, in a less
effective rehabilitation program, or in a deterioration in the benefit
delivery system.

If an employer is to be allowed to self insure, he must be required
to have a sound safety program and a rehabilitation program that is at
least equal to the program provided by the NIC. An inherent characteris-
tic of self insuring workers' compensation is that it provides a substan-
tial incentive for developing effective safety and rehabilitation programs
because accident costs are felt directly and immediately. An information
system must be established so that the effectiveness of these programs
can be evaluated. The NIC should be responsible for monitoring the self
insurer's performance in these areas and be empowered to take appropriate
action if an employer's safety and rehabilitation programs are not ade-
quate. If these steps are taken, concerns about inadequate programs in
these critical areas would be minimized.

The self insurer should be able to deliver benefits to the insured
worker faster than any other insuring entity because the need to communi-
cate with outside parties (e.g., a private carrier or the state fund) is
minimized. However, to ensure that employees are being fairly treated,
it is necessary to monitor the benefit delivery system. Accordingly, self
insurers should be required to provide the NIC with data that can be used
to monitor performance. If the NIC is given the authority to take action
against self insurers who do not have effective benefit delivery systems,
the employees' interests should be adequately protected.

From the above, it is obvious that a critical role would be played
by the NIC if self insurance were permitted. To ensure that the rights
of employees are protected, the NIC must have the responsibility for mon-
itoring the self insurers' administration of the workers' compensation
program together with their financial stability. These functions must be
supported by granting the NIC the power to take appropriate action if the
administration functions are not performed adequately or if a self in-
surer's financial condition deteriorates. 1In addition, the NIC must be
responsible for evaluating the financial stability and other characteris-
tics of prospective self insurers to determine whether they have the capa-
bility of self insuring a workers' compensation program.

On the basis of our analysis, we believe that the Nevada workers'
compensation system should be expanded to include a self insurance option
for qualified employers. This expansion will lead to greater equity for
Nevada employers. Through the self insurance mechanism, employers should
be motivated to place increased emphasis on safety and rehabilitation
programs because of their direct and immediate impact on employer costs.
Increased sensitivity to the value of safety and rehabilitation will also
have a beneficial impact on employees. To ensure that employees are not
adversely impacted by a self insurance option, the NIC should be given
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responsibility for qualifying self insurers and monitoring their con-
tinued financial stability, together with their administration of the
workers' compensation program. At the outset, sufficient time (e.g.,
12-18 months) should be allowed before qualified employers are permitted
to commence self insurance programs so that regulations and systems can
be developed in an orderly fashion.

Private Carrier Analysis

To determine whether private insurance carriers should be permitted
to write workers' compensation in Nevada, it is necessary to consider the
impact on costs and benefit levels. Assuming private carriers' expenses
are equal to the typical expense loadings built into their rates, they
would incur, on average, $31.38 in expenses for each $100 in benefits
they would pay, whereas the NIC would incur $12.79 for each $100 of bene-
fits. Table 8 compares the average cost to employers for $100 in bene-
fits with the NIC providing coverage and alternatively with private car-
riers providing the coverage.

Table 8
COSTS PER $100 OF BENEFITS
(Dollars)
NIC NCCI
Benefits 100.00 100.00
Expenses 12.79 31.38
Carrier profit —— 3.90

Employer cost before dividends 112.79 135.28

Less
Dividends - 8.85
Investment income 8.26 ——
Total 104.53 126.43

Table 8 shows that for every $100 in benefits, the net cost to the em-
ployer under NIC would be $104.53 compared with the $126.43 estimated

for an employer with a private carrier. That the average cost to em-

ployers who insure with private carriers is expected to be 217% higher

than the average cost to employers who insure with the NIC reflects a

number of factors including:
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o A portion of investment earnings is retained as profit by the
private carriers.

¢ The cost of the sales and servicing system is higher.

e The private carriers have an underwriting profit objective of
2.5% of premium, whereas the NIC has no profit requirements.

e The surplus requirements for private carriers is substantially
higher.

Even representatives of the private carriers agree that the employ-
er's cost per $100 of benefits would be higher if private carriers were
used instead of the NIC. However, it is the private carriers' position
that utilization of their resources and expertise will result in a reduc-
tion in benefit costs to a level that will justify the additional expenses
associated with their approach. Based on the above analysis, private
carriers must achieve a $17 reduction in benefit costs for every $100 in
benefits currently paid under the NIC if entry of private carriers is to
be cost effective. The prospects for achieving such an impact on benefit
costs should be assessed carefully.

The major insurer functions aimed at a reduction in benefit costs
described above are:

® Development and promotion of safety programs.

e Operation of a benefit delivery system with the objective of
limiting payments to the amount to which a claimant is entitled.

¢ Development and promotion of rehabilitation programs.

¢ Repregentation of the employer during the appeals process.

In Nevada, the NIC is currently responsible for carrying out these func~
tions. If private carriers entered Nevada, they would assume these respon-
sibilities for their customers. The private carriers' ability in perform-
ing these functions would have to be far superior to that of the NIC to
result in a reduction in benefit cost equivalent to the projected increase
in expense of $21.90. However, there is no compelling basis to expect
that private carriers would be able to exceed the present performance
level of the NIC to the extent that a reduction in benefit costs of this
magnitude would be realized. Assuming the NIC's performance will be im~
proved as a result of recommendations made in this study, the size of the
required reduction will become even larger. The benefits of having a
major rehabilitation facility convenient to the injured worker would be
difficult for private carriers to match. Eliminating the responsibility
for OSHA compliance as recommended will improve the performance of the

NIC safety consulting function and will result in a direct and positive
impact on benefit costs under the present system. The measurement of
performance against objective standards and the communication of the re-
sults, as recommended, should raise the performance of those functions
aimed at a reduction in necessary benefit costs through improved safety,
more effective treatment of the injured worker, and a fair representation
of the employers' interests during the appeals process.
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On the basis of the above, we consider it unreasonable to expect
private carriers to develop and implement programs that would result in
a $17 reduction in benefit costs for every $100 in benefits currently paid.
In addition, other considerations must be taken into account when contem-
plating the possible entry of private carriers.

It is suggested that private carriers will be more effective in the
resolution of classification, rate, and reserve disputes, as well as in
maintaining adequate communications with employers and employees. Recom-
mendations for improving communications concerning the many facets of NIC
are included in this report. In a large number of cases, disputes are the
result of a lack of complete knowledge engendered by an inadequate communi-
cations effort by the NIC. Improved communications should lead to the ef-
fective resolution of many disputes without having to delegate responsi-
bility for communications to the private carriers.

An important function that has received only a minimal amount of
attention in discussions to date is the investment function. Successful
investment performance by the NIC can have a major impact on minimizing
the Nevada employers' workers' compensation costs. The performance level
of the NIC investment portfolio can be evaluated and direct action can be
taken if performance is not adequate. Not only is it difficult to eval-
uate or influence the investment performance of private carriers, but
that performance has no effect upon their rates and only a modest effect
on employers' workers' compensation costs.

A number of monitoring functions can effectively be coordinated with
the insurance functions under one agency as long as the system operates
in a noncompetitive environment. These functions include:

e Monitoring the benefit determination process

¢ Monitoring the benefit delivery system

e Monitoring rehabilitation effectiveness

e Monitoring compliance with workers' compensation regulations

e Qualifying and monitoring the financial condition of self insurers.

If private carriers are permitted to enter Nevada, these monitoring
functions would have to be separated from the insurance functions of the
state fund, resulting in a loss in efficiency and an increase in adminis-
trative expenses. A loss in the effectiveness of the monitoring process
could also result because the entities being monitored would be widely
dispersed. As suggested previously, establishing objective standards,
measuring performance against these standards and communicating the re-
sults of this process should be an effective self monitoring device that
can work well in the Nevada environment.
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If private carriers were permitted to write workers' compensation in
Nevada, provision would have to be made to establish the following func-
tions:

e Regulation of competitive practices
e Assurance of availability of coverage

e Approval of rates.

Additional expenses are associated with each of these functions. No posi-
tive benefit is derived from the first two functions because they are
necessary only to prevent possible market disruptions. The rate approval
function is considered by some parties to be required even if private
carriers do not enter the market. As indicated previously, there will be
little need to establish such a function if an effective communications
function is developed.

Thus, when the system is considered in its totality, there is no
reason to expect that, at the present time, private carriers could add
value to the workers' compensation system to a level commensurate with
the additional costs involved. Nevertheless, if permitting private car-
riers to enter Nevada would reduce the costs for certain groups of em-
rloyers, there could be some basis for considering their entry. This
does not appear to be the case for groupings of employers by size of pre-
mium. Table 9 compares the premium under the current NIC with an esti-
mate of the premium if private carriers were providing the insurance for
18 such groups. The table also sets forth the percentage increase in
premiums, for a size distribution of employers by premium range, if
private carriers' cost structures were applied to workers' compensation
in Nevada. Sixty percent of Nevada's employers are included in the size
groupings that would experience a 237 or greater increase in premiums.
Note that all of Nevada's employers would experience at least a 10% in-
crease if the cost structure of private carriers were applied.

Although the competitive outcome between the NIC and private car-
riers (if the latter were permitted to enter) cannot be foreseen, it is
highly probable that such entry would increase costs for the NIC and
might push the private carriers to lower their costs somewhat. The trade-
off that Nevada employers would have to make, however, is in deciding
whether the value added by private carriers in the services they would
offer and in the possible favorable future impact of programs they would
develop 1s worth the additional premiums employers would be required to
pay. The difference in the cost structure is impressive. Even at a
much lower differential, it would be very difficult to justify upsetting
the organized approach to workers' compensation that the State of Nevada
has achieved.
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COMPARISON OF PREMIUMS

Table 9

NIC VERSUS PRIVATE CARRIERS

Average Annual Premium

Percentage Increase

(dollars) If Private
Annual Number Private Carriers Carriers Are Used
Premium Range of Before After Before After
(dollars) Employers NIC Dividend Dividend* Dividend Dividend®
Less than $500 14,235 117 158 148 35.0 26,5
500 to 1,000 2,743 744 918 858 23.4 15.3
1,000 to 2,000 2,505 1,445 1,721 1,608 19.1 11.3
2,000 to 3,000 1,242 2,466 2,911 2,721 18.0 10.3
3,000 to 4,000 705 3,555 4,209 3,934 18.4 10.7
4,000 to 5,000 473 4,514 5,330 4,981 18.1 10.3
5,000 to 10,000 1,132 7,051 8,361 7,814 18.6 10.8
10,000 to 15,000 426 12,420 15,333 14,330 23.5 15.4
15,000 to 20,000 232 17,203 22,196 20,744 29.0 20.6
20,000 to 30,000 240 24,750 32,743 30,601 32.3 23.6
30,000 to 40,000 128 35,531 47,107 44,025 32.6 23.9
40,000 to 50,000 73 44,507 59,236 55,361 33.1 24.4
50,000 to 60,000 35 55,686 74,268 69,409 33.4 24.6
60,000 to 70,000 34 65,529 87,673 81,937 33.8 25.0
70,000 to 80,000 22 75,955 101,849 95,186 34.1 25.3
80,000 to 90,000 20 88,200 118,579 110,821 34.4 25.6
90,000 to 100,000 19 97,684 131,675 123,061 34.8 26.0
Greater than 100,000 144 260,410 348,130 325,355 33.7 24.9
Total 24,408

*
Assumes a 7% dividend uniformly spread over all premium size groups.
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. In summary, we recommend that Nevada permit self insurance and struc-
ture the system to conform with the optimal two-way system defined earlier
in this report. We do not consider a three-way system to be appropriate
for Nevada at the present time because:

e There is little reason to expect private carriers to be able to
add additional value to the system to offset the additional cost
they would require.

e Development of an effective communications function should result
in improved performance by eliminating sources of misunderstanding
and by resolving disputes, thus obviating the need for an insurance
agent to perform this function.

e Maintaining local control over the investment portfolio within the
NIC enables employers to have a greater impact on investment policy
and performance.

e The full amount of investment income on required reserves can be
captured for use within the Nevada workers' compensation system by
continuing to use the NIC as the insurer.

e The monitoring functions can be effectively and efficiently per-
formed by the NIC by establishing standards, measuring performance
against these standards, and communicating the results of this
process. The monitoring functions would have to be separated
from the insurance functions if private carriers entered the mar-

. ket, resulting in an increase in administrative expense.

e The entry of private carriers would require additional supervisory
functions to be established to perform preventive as opposed to
positive oversight functions.
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VIII CONCLUSIONS AND RECOMMENDATIONS

Introduction

The conclusions and recommendations that follow summarize the fore-
going analysis. It is critical in reading these recommendations to under-
stand that they are being made after an analysis of the present Nevada
environment and the NIC structure and operations. They are based on the
realities of the existing circumstances, the existing NIC structure, and
the alternatives available. That is, they are '"Nevada specific" and
evolutionary. They have been made to present an effective forward step
in Nevada's pursuit of fairness and efficiency for its workers' compensa-
tion system.

Conclusions and Recommendations

Our analysis determined that the State of Nevada has developed a
sound and well run workers' compensation system including the insuring
function that is fundamental to its success. Invariably, opportunities
exist to improve the operations of any system and any insurer. The in-
surance operations of the NIC are no exception; value can be obtained
from certain structural and operational improvements. To ensure that
such improvements are made, it has been suggested that private insurance
carriers be permitted to write workers' compensation insurance in Nevada
in competition with the NIC. Our analysis indicates that, although the
desirability of doing this at some time in the future is not impossible,
the interposition of private insurance carriers is currently neither
necessary nor desirable, and the appropriate improvements can be accom-
plished without their presence.

Recommendation No. 1: The State of Nevada should continue to
support improvements in its current workers' compensation sys-
tem. Current NIC efforts aimed at upgrading the system's per-
formance should be encouraged so that maximum efficiency and
effectiveness can be achieved. The State should not permit the
entrance of private insurers for purposes of writing workers'
compensation insurance at this time.

Because of the increasing numbers of large employers in Nevada, it is now
appropriate to expand the existing system to accommodate self insurers.
Employers who prefer self insurance and have the financial resources
commensurate with the risk involved should be given the opportunity to
self insure. Self insurance for workers' compensation and for other risk
exposures is now broadly used and well understood across the United States.
However, in order to assure that benefits will be delivered in accordance
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with workers' compensation statutes, provision must be made for qualify-
ing self insurers, as well as for supervising and monitoring their per-
formance. To the extent that expansion of the Nevada system to include
self insurance is carefully planned and phased in over a reasonable time
period, the expansion will be successful. Permitting employers to com-
mence self insurance within the next 12 months, however, would not allow
sufficient time to establish the necessary structure for qualifying,
regulating, and monitoring these insurance activities. In view of the
amount of preliminary work required, a period of 12-18 months is neces-
sary if expansion of the system is to be implemented with a minimum amount
of disruption.

Recommendation No. 2: Enabling legislation should be passed to
allow the Industrial Commission to develop regulations permitting
qualified employers to self insure. These should be developed
after a review of self insurance regulations in other states.

The Industrial Commission should continue to be responsible for
regulating and monitoring the activity of self insurers. Regu-
lation by the Insurance Department is unnecessary, impractical,
and would be redundant. A target date after which self insurance
will be permitted to qualified employers should be established.
This date should be between April 1, 1980, and October 1, 1980,
in order to allow sufficient time to develop the necessary regu-
lations and functions.

NIC's responsibility for OSHA compliance enforcement has generated
a substantial amount of ill will toward the NIC. Criticisms that should
more properly be focused on those responsible for the excessive amount
of OSHA regulation have had a detrimental effect on NIC's safety consult-
ing function.

Recommendation No. 3: The OSHA compliance function should be
completely separated from the workers' compensation system.
Consideration should be given to placing this function under
the State Labor Commission, locating it elsewhere within the
state government, or returning it to the Federal Government.

Employers, employees, and the legislature expect, and have the right to
expect, the NIC to perform as an efficient and effective business. If
these expectations are to be realized, the NIC must allocate sufficient
resources to carry out those functions that are essential for the conduct
of a well run business. Included among the many necessary functions is
communications with its stakeholders. Just as a corporation must com-
municate with those who are affected by its success or failure (e.g.,
its shareholders and its customers), the NIC must communicate with
Nevada employers and employees. This effort cannot be sporadic if it

is to be effective. Rather, a communications program aimed at maintain-
ing an appropriate flow of relevant information to employers, employees,
and others is required if the NIC is to function efficiently.
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Recommendation No. 4: A unit should be established to have
sole responsibility for public communications. In order to be
effective, sufficient resources must be allocated to support
this unit and communications professionals utilized. Initial
funding should be in the range of 0.5% to 0.75% of premiums.
The individual selected to direct this unit should take the
initiative in providing accurate and timely information to em—
ployers, employees, the media, and government agencies. Duties
should also include responding to comments made in the media
and monitoring complaints received by the NIC.

A number of issues that have been raised in connection with the NIC have
been based on misunderstanding. This is not at all surprising because
frequently complex and highly technical concepts are involved. For ex-
ample, to understand how rating classifications are determined, some
knowledge of credibility theory is necessary. Another complicating factor
is the widely diversified knowledge base of the audience to which explana-
tions are directed. For example, if a program were developed to explain
the method being used to establish reserves, to be effective it must be
aimed at an audience that might contain a general manager, a comptroller,
a personnel manager, and a risk manager, all from separate companies.

Recommendation No. 5: A series of information circulars should

be prepared that provide nontechnical explanations of the rate
making, reserving, premium, and classification determination pro-
cesses. These should be distributed at periodic intervals and a
workshop held in Carson City and Las Vegas after each distribution.
Each employer desiring to attend a workshop must notify the NIC
and submit specific questions in advance. The workshops should
then be designed around the specific interests of the attendees.

A relatively large amount of criticism has been directed at the NIC de-
spite responsible and capable management. This criticism is the result

of a combination of factors that include: inability to communicate ef-
fectively, responsibility for OSHA compliance, and the lack of objective
standards against which performance can be measured. Establishing a com-
munications function and transferring the responsibility for OSHA com—
pliance as recommended earlier should eliminate the first two causal fac-
tors. However, the NIC will continue to be subject to criticism until
performance standards for each of the major NIC functions are set, per-
formance is measured against these standards, and the results communicated
to the public. An alternative approach for ensuring adequate system per-—
formance has been suggested by various parties. It involves the separa-
tion of the NIC's insurance functions from the monitoring and supervisory
functions related to administering the workers' compensation law. Although,
on the surface, this would appear to be a viable method, currently it
would lead to a less efficient system,
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Recommendation No. 6: A committee composed of members repre-
senting employers, employees, the NIC, the insurance industry,
and the Department of Labor should be established on an ad hoc
basis to develop standards against which the performance of the
various service operations should be measured. A procedure
should be established to review and update these standards
periodically.

Recommendation No. 7: An annual report should be prepared to
communicate both financial and operational performance. The
financial aspects of the report should focus on underwriting
performance, investment performance, and changes in required
reserve levels. The operational performance section of the
report should measure actual experience against the standards
established in the previous recommendation.

Recommendation No. 8: An annual meeting should be held in
Carson City and Las Vegas to review the year's operations by
focusing on the above items, to highlight anticipated problems,
and to solicit comments from employers and employees.

The NIC has properly refused to respond to pressure in carrying out its
fiduciary responsibilities. For example, the 1971 decision to act deci-
sively to strengthen reserves was unpopular with a number of influential
employers, yet proper if NIC management is to operate a fund that is fis-
cally sound. The NIC's fiscal notes, required to be attached to proposed
legislation, are developed on an objective evaluation of available rele-
vant data, often with the help of outside, independent consultants. Such
efforts may result in a conclusion by the legislature that certain benefit
increases are too expensive and may generate substantial criticism of NIC
from various interest groups.

Recommendation No. 9: The requirement that fiscal notes be
developed before proposed workers' compensation legislation
is given serious consideration must be adhered to if costs
and benefits are to remain at reasonable levels.

Since the 1972 Legislative Commmission Study of the NIC, the legislature
and the NIC have worked in concert to improve the wokers' compensation
system in Nevada. This combined effort has resulted in an active organiza-
tion that has responded responsibly and effectively to emerging problems
and trends. For example, the need to improve the financial structure was
recognized and rates were increased accordingly despite pressure being
exerted to ignore the problem. Also, the variety of rating plans avail-
able to employers has been constantly expanding with the introduction of
the Self Rating Plan in 1974, the Retrospective Rating Plan in 1978, and
periodic modification to the Experience Rating Plan. It is inevitable

that misunderstandings will arise in connection with the various functions
performed by the NIC, but this is not necessarily indicative of mismanage-
ment. In fact, there is no reason to believe that the following functions
are not effectively carried out presently: rate making, reserving, deter-
mining premiums and classifications, investigating and adjudicating claims,
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determining and delivering benefits, and performing medical and vocational
rehabilitation. When the Nevada system is considered objectively, it must
be considered to be sound and generally responsive to employers and em-
ployees. This is a direct result of a qualified and motivated NIC staff
and an effective legislature. Maintaining and improving the quality of
NIC staff requires an objective analysis of the tasks that must be per-
formed by the NIC, the necessary skills required to perform them, and the
appropriate incentive structures required to attract and retain personnel
with those skills.

Recommendation No. 10: To ensure quality and continuity of the
management structure, a study to determine appropriate manpower
and compensation levels should be undertaken. This should be
conducted for the Commission by an outside independent consulting
firm with expertise in this area. To avoid any possibility of
self interest in making this recommendation, we further recommend
that SRI not be included among the consultants who might be con-
sidered to perform this study.
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SUMMA CORPORATION

Exhibit I

SIX LAS VEGAS HOTELS/CASINOCS

NIC CLAIM COSTS vs.

NIC PREMIUM COSTS

CALENDAR PREMIUMS OVER
YEAR NIC PREMIUM  CLAIM COSTS CLAIMS COST 3
1971 $ 439,205 $ 332,495 + 106,710 .+ 32.09
1972 579,834 335,330 + 244,504 + 72.91
1973 681,016 461,258 + 219,758 + 47.64
1974 784,365 448,028 + 336,337 + 75.07
1975 922,681 583,801 _ + 338,880 + 58.05
1976 1,139,470 - 705,659 + 433,811 + 61.48
1977 1,377,900 749,173 + 628,727 + 83.92
1978* 1,244,740 692,300 + 552,440 + 79.80

TOTALS $ 7,169,211 $4,308,044 +2,861,167 + 66.41
X 12 516,965
516,965 2,344,202

f

(*) Landmark sold March 31, 1978

Prepared by:

Summa Corporation & Affiliates
Recreation Group

Industrial Relations: Department
December 6, 1977

(Revised 3/23/78)

(Revised 3/30/79)

L S
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Exﬁibiﬁ K

ROBERT LIST STATE OF NEVADA JOHN R. REISER
GOVERNOR . CHAIRMAN

_ NEVADA INDUSTRIAL COMMISSION
. HAL G. CURTIS

COMMISSIONER REPRESENTING LABOR

JAMES 8. LORIGAN
COMMISSIONER REFPRESENTING INDUSTRY

ADDRESS ALL CORRESPONDENCE TO
NEVADA INDUSTRIAL COMMISSION

REPLY TO

515 East Musser Street
Carson City, Nevada 89714
March 14, 1979

Mrs. Aurora D. DelaTorre
2364 Wedekind Road, No "H"
Reno, NV 89512

Re: Claim No: 79-5748
Injured: 9-18-78

Dear Mrs. DelaTorre:

We are in receipt of your request for a hearing. The comments on this
form does not indicate any reason for scheduling a hearing.

If you feel you are in need of additional medical care, it will be
necessary for you to submit your request, in writing, for reopening of
your claim. It will also be necessary for you to submit an up-to-date
medical report, at your own expense, from your treating physician
stating your condition is worse than it was at the time your claim was
closed and what treatment he proposes to render.

If you have any questions, please do not hesitate to contact me.
Sincerely,

,/ci;ﬁﬁé/ZL“ 1 e

(Mrs.) Stephana D. Vance
Claims Examiner

SDV:121m0920

. fary

‘.”)‘ - .
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EXRIBAT 447—.‘:‘

MIKE O'CALLAGNAN . STATE OF NEVADA JOHN R. REISER
GOVERNOR CHAIRMAN
NEVADA INDUSTRIAL COMMISSION
: S o
s CLAUDE EVANS ’ .5“ by *:;; .
COMMISSIONER REPRESENTING LABOR § @ §= ADDRESS ALL CORRESPONDENCE TO
JAMES 8. LORIGAN 13 LS ; NEVADA TRIAL
COMMISSIONER REPRESENTING INDUSTRY ey { \i
rent O S REPLY TO

515 East Musser Street
Carson City, Nevada 89714
February 20, 1979

Aurora De La Torre N
2364 Weedkind Rd. #H
Reno, Nevada 89512

Re: Claim No: 79-5748
Date of Accident
or Disease:9-18-78

Dear Ms. De La Torre:

This is to inform you that following a review of your claim
file, it was determined that all services and benefits have con-
‘ cluded. Therefore your file is being closed.. There is no rateable
permanent partial disability related to your industrial injury.
Attached is a copy of the InJured Worker's Rights and Remedies and

~an appeal form.

If you have any questions concerning the closure, please
write or contact the undersigned.

Cordially,

Stephana D. Vance/bb

Benefits Representative
Nevada Industrial Commission

ATTENTION: NOTICE is herebg given to submit any outstanding bills
prior to 3-20

cc: Emp'loyer - DutCh Gll‘l Food PrOdUCtS
Attending Physician - H.0. Hendrick, M.D.

C-513 (9/78)
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January 1979

Legislators Here Again

The 1979 Legislature convened on
Monday, January 15. If the past
few sessions can be used as a guide
a record number of bills will be
considered and as usual NIC will
be a frequent subject.

The reason for the log jam of new
bills can be traced back to us, the
voting public. In recent years
virtually all of the special interest
groups in our society feeling “there
ought to be a law”, have looked for
the legislative solution to problems.

We cannot fully predict what to
expect in the way of new legisla-
tion. Commissioner Lorigan, in

his news bulletin to Nevada employ-
ers, set forth the following antici-
pated proposals.

The legislative subcommittee,
chaired by Assemblyman Joe

$20,000,000
Dividend Declared

In a December news release, Chair-
man John Reiser announced that
NIC has declared a $20,000,000
experience dividend. The dividend
will be distributed to eligible NIC
policyholders following evaluation
of individual employer claim loss
experience through the close of the
fiscal year ending June 30, 1979.

In the news release Reiser stated,
“I believe the NIC experience is
unique in the worker’s compensa-
tion insurance field. This type of
insurance has been a losing line for
insurance carriers nationwide. The
industry history for the past few
years has been rate increase upon
rate increase as insurance carriers
attempted to eliminate under-
writing losses.”

Continued on page 3

Legislative Building

Dini, which has been studying the
operation of NIC for the past 18
months, has made the folﬁ)wing
recommendations to the Legislative

Commission.  continued on page 3

SWITCH

A few years back, when Dennis Butler
was employed by State Personnel, he
learned the intricacies of classification
and pay under the watchful eye of his
supervisor, Don Leahy. Dennis became
NIC’s first Personnel Officer three

years ago.

January 1, 1979, when Dennis trans-
ferred to Employer Accounts as
manager, he was replaced by Don
Leahy, our new Personnel Officer.
Don had worked in State Personnel
for 13 years.

Don was born in Los Angeles, grew
up in Santa Barbara and San Francisco,

ASSEMBLY'Y, |

Don Leahy

then moved to Nevada and attended
UNR. He has lived in Carson City

for 15 years. He has three children,
Mike (14), Patrick (11) and Erin (8).0
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This article is being published again at the request
of the Fiscal Division because of repeated inquiries
about insurance coverage when a privately owned
vehicle is used at work by an NIC employee.

Who’s to Blame?

Imagine that you are involved in an
auto accident, causing injuries to the
occupants of the other car, while on
NIC business in your car. Does NIC’s
non-owned auto insurance cover the
medical expenses and auto damages?
The answer is NO. It would if NIC
were named in a lawsuit arising out
of the accident.

If an NIC investigator is using his
personal car, with Commission per-
mission, on a surveillance assign-
ment and the car is demolished in
an accident, does NIC repair or
replace the car? Again the answer
is NO. The 17 cents per mile paid
for use of his private car is all an
employee is eligible for.

IF YOUR CAR IS DESTROYED

evees.. Who's to Blame ?

IF YOU ARE INJURED

eevee.. Who's to Blame ?

Suppose you are asked to meet an
NIC visitor at the airport, after hours
and in your personal car. Enroute to
the airport you strike a pedestrian. Is
NIC responsible? NO. You are on
your own. Again, if a suit were filed
against NIC, the non-owned auto
policy would apply for the protection
of NIC, but not for your protection.

You have a rush job to get out and

bring your own calculator to the office
to enable you to meet the deadline. The

calculator is stolen. Will NIC’s office
equipment floater insurance policy
cover the loss? NO.

A number of questions have recently
come up about insurance coverage.
NIC has Comprehensive General
Liability Insurance. In fact, an exami-
nation of NIC’s insurance portfolio
shows that NIC has the type of cover-
age that any business enterprise that
owns its buildings, automobiles and
equipment would be expected to have.

e insurance is for NIC’s protection.
It does not apply to employees or
employee’s property.

This is not to suggest that you
advise your insurance agent
that you use your car on
business and need additional
coverage. The purpose is to
let you know that your car
insurance applies.

If you don’t have insurance,’
you, not NIC, are responsibl
for auto damages anf perso
injuries. The good news is-
that “you would be covered
for worker’s compensation
if injured on a Commission
errand.” O




_

LEGISLATORS continued

These recommendations will be pre-
nted to the 1979 Session of the
7 evada Legislature.

1. Permitting certain employers to
become self-insured under the super-
vision of the Commissioner of
Insurance.

2. Revising the hearings procedure.

3. Requirinlgl a review of any pro-
posed rate change by the Insurance
Commission.

4. Ordering a compliance audit by
the Legislative auditor during the
interim between legislative sessions.

In addition to more flexible forms
of coverage such as retrospective
ratin ang self rating plans insti-
tuted by the Commission, the sub-
committee believes the following
recommendations will benefits
employers:

.. Allowing a reduction from

therwise applicable rates of 5%
for the employer who institutes
an improved safety program.
2. Extending coverage under the
subsequent injury fund to an
employer if the employee mis-
leads him as to a prior injury by
denying the injury or faifing to
report it on a written application.

3. Requiring the Commission
to accept or deny a claim within
90 days after the first report of

injury.

4. Providing for an area in
which claims files may be in-
spected and copied.

5. Requiring a medical finding
of physical comlfatibih'ty with
proposed rehabilitation program.

6. Requiring the Commission to
. @Employ account representatives
.:‘c’all upon employers and
feview rates, claims and reserves.
;

Employee benefits and coverage [
are enlarged by:

1. Extending coverage for
heart disease to all employees.

2. Providing compensation and

experience. O

"

EXHIBIT ¢ _ .

¢

The last dividend was in 1974 when
when the Commission declared a
two million dollar experience divi-
dend which was distributed to
employers who had shown favorable

benefits for a permanent partial
disability as a result of an

occupational disease.

3. Establishing a retroactive
benefit fund to equalize the
benefits for accidents occuring
before July 1,1973.

4. Permitting an employee to
select a new treating physician
one time without Commission

approval.

5. Allowing a lump sum pay-
ment of up to 25% for any dis-
ability in excess of 12%.

The aforementioned recommen-
dations were taken directly from
a study entitled Administrative
Procedures Followed by the
Nevada Industrial Commission
and Alternative Methods of Pro-
viding Workmen’s Compensation
Coverage, which was produced
asa res%ﬂt of Senate Concurrent
Resolution No. 39 of the 1977
Session of the Nevada Legisla-
ture.

These are not to be construed as
recommendations of the Nevada
Industrial Commission. O

DIVIDEND continued —!
The last premium rate level increase
in Nevada was on July 1, 1976.
That rate level was unchanged for
two years, then reduced by three
percent on July 1, 1978.

The chairman attributes this remark-
able experience of NIC to the long-
term disability prevention effort
initiated in 1973 when our rehabili-
tation programs and the Rehabilita-
tion Center became possible through
enabling legislation.

Videotape
Examinations?

The use of videotaping during
medical examinations has come
before California courts (Edmiston
v. Superior Court {11-27-78] 22C.
3d 699).

In a personal injury action the
court ordered the injured party,
at the defendant’s request, to
submit to an independent medi-
cal examination.  She agreed,
but only on the condition that
the examination be videotaped.

The defendant’s would not agree
on the grounds that videotaping
was not authorized by law, but
did insist on an independent
examination. The court granted
the motion to compel the exami-
nation, but included the video-
tape condition. The defendants
then brought the superior court
action for a writ of prohibition
restraining the trial court from
enforcing the videotaping condi-
tion on the grounds the videotape
presentation of the medical exami-
nation would be disruptive and
inhibitive in the courtroom.
Because the use of videotape as

a form of recording medical exami-
nations had not been affirmatively
authorized by the legislature, the
court declined to authorize it
judicially.

The attorneys for the injured party
argued that the court should allow
videotaping as a method of insuring
the integrity of the medical exami-
nation and protecting the rights of
the plaintiff (claimant). The
supreme court decided against the
argument in this case, but we can
expect the trial lawyers to take
their arguments to the legislature.D
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*Worker’s compensation costs may now be higher than they would be if
competition were permitted.

TO BE OR
NOT TO BE

The Nevada Industrial Commission’s
Labor-Management Advisory Board

*Improvements in general service, with some insurers specializing in pro-
ams for specific types of employers, might be possible under another

gr P yP Py 18 p

system.

-

has decided to have an independent
research group evaluate NIC’s per-
formance in delivering worker’s
compensation protection.

*The overall level of safety, loss control, and rehabilitation might be
raised under another system.

*The distribution of costs through private insurers -and the NIC- could
be accomplished with greater sophistication if a broader base of exper-

The project’s objective is to evaluate ience were used.
the worker’s compensation insurance

alternatives for the State of Nevada.

The study is being done by the
Stanford Research Institute Inter-
national of Menlo Park, California.
It is under the supervision of Carl
S. Spetzler Ph. D. The work is
being directed by Harry J. Solberg,
senior financial industries con-
sultant. A major portion of the
research is being compiled by Jim
Carey, also a Senior Financi
Industries Consultant. Mr. Carey
has interviewed the NIC coordina-
tor, the assistant coordinator, the
commissioners and the NIC
Labor-Management Board. He is
being provided with facts and
figures requested for the study.

A variety of viewpoints have been
offered in the past years, by legis-
lators and by persons who se
insurance in Nevada stating their
opinions of the type of worker’s
compensation system that would
be best for Nevada.

“Three alternatives are frequently
suggested. Those alternatives are:
(1) continue with an exclusive
state fund; (2) convert to a two-
way system (state fund or self-
insurance) or; (3) convert to a
three-way system (state fund,
self-insurance or private insur-
ance companies).

The purpose of the SRI evalua-
tion is to identify the strengths
and weaknesses of each of the
three alternatives. To accomplish
this evaluation the following
suppositions will be examined:

*No provision for public review of NIC rates currently exists.

*Services provided by local, professional insurance agents are omitted
in the current system. -

*Currently, employers must go to at least two sources to obtain pro-
perty liability insurance. Under a three-way stystem, employers could
choose to have such coverages coordinated from a single source.

*The current system does not separate the roles of the insurer and the
adjudicatory agency; this could potentially reduce the degree of objec-
tivity and equity that the system maintains.

*NIC’s dual role as safety consultant and OSHA compliance inspector
does not lend itself to maximizing safety accomplishments.

*Overall, NIC is doing a very good job in providing worker’s compen-
sation insurance to Nevada employers and employees, and a move to
another system would be destructive rather than constructive.

*A three-way system, requiring profits for insurers and commissions to
insurance agents, would increase rather than reduce the worker’s com-
pensation insurance costs for Nevada employers.

*Improving the current
system may be a more
cz:sirable ternative than
introducing either a two-
way or a three-way
system.

published monthly for
the employees and retirees of

The study began in Nov-
the NEVADA INDUSTRIAL COMMISSION

ember 1978 and is to be

515 E. Musser St., Carson City, NV 89714
completed by March 15, ROBERT LIST . . . Governor
1979. The consultants JOHN R. REISER Chairman

: HAL G. CURTIS . . Commissioner
will appear before the JAMES S, LORIGAN . Commissioner
1979 Legislature to
pEsETLS phe mp Aot FORREST FARMER
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recommendations wi a1 CORDIALEA ATHENA
be put in writing and w Asst. Editor & Graphic Artist

be made availabe to NIC

Member International Association of
employees. O
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Cornelius F. Alexander
516 Falcon Lane
Las Vegas, Nevada 89107

March 8, 1979

Claude Evans
P.0O. Box 2115
Carson City, Nevada 89701 Re: NIC Benifits

Dear Blackie:

Here are the letters I sent your constituents, I
hope they did some good.

I understand a bill will be introduced to raise
the benefits for people on NIC benefits, I, am on total
disability and receive $332.80 per month.

The prices of everything keeps going but; a person can
not make it, on this kind of money.

Every year they talk about raising benefits, but
for some reason it dies on the way.

Do something about it!!!.

Thank you for your kind consideration in this matter
and it does matter to me and my family.

- Very truly yours,

Cornelius F. Alexander
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EaniBIT L _ 8

Tonopah, Nevada
March 10, 1979

Mr. Claude Evans

Executive Secretary-Treasurer
P. O. Box 2115

Carson City, Nevada 89710

Dear Sirs

I am so glad to hear there is a bi1ll being introduced to
increase pensions for Nevada Industrial Commission Claimantsa.

I am recelving two checks from Nevada Industrial Commission.
One for One Hundred Sixty-Seven Dollars and Fifty Cents
($167.50) and one for Thirty-Three Dollars and Fifty Cents
($33.50). I am a widow.

But during these days of high inflatlion it 1is almost impossible
to manage on that amount of money; and some times I do not
manage. So a little extra money added to my pension would be

a great help.
Sincerely,

(Mrs.) Mae Barra

P. 0. Box 285

Tonopah, Nevada 89049
v Y 7
_,'/‘/1. . /'/

PO A A

C.C.: Senator Thomas Wilson
C.C.3 Assemblyman James Banner
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March 8, 1979

Pioche, Nevada 89043

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
CarsonCity, Nevada 89710

Dear Mr. Banners

At the present time I am receiving $201.00 per month from the
Nevada Industrial Commission.

With the high cost of Inflation I find it extremely hard to
make ends meet in paying my living expenses .

It would be a great help to me financially and all others also,
to receive more money to live on.

Thanks for your help in this matter.

Sincerely,

@/)jwé’ﬁ’

Carol Stewart

cc: Senator Thomas Wilson
Claude Evans

"
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Cow-dil LGB

1421 Betty Lane
. Las Vegas, Nev. 89110

8 March 1979

Senator Thomas Wilson, Chairmen
Commerce end Labor Comdittee
Nevada Stats Legislature
Cerson City, Nevada 89710

Res N I C Benefits
Dear Senator Wilsons
I understand that there is abill to be introduced into the Legislature,
to increase bensfits for permanently end totelly disabled persons, injoop
resulting from industrial accident.
I was injured on the job February 22, 1972 and was put on compensation in 1973.
For meny months, I drew $184.11 every 14 deays. Then in October, 1974, I wes
advised that I wes being put on permanent pension. My first check was for $332.80
end as ofthis date, I am atill drewing $332.80. No cost of 1%ving reise, no
incresseto off-set high infletion--in other words~--no increese. With high rents,
utilities, food costs, normal families cannot live on that amount of money by
any stretch of the imagination.
With income such as this, it tends to reduce the standard of living from
normael or above, to poverty level and in some cases, below.
I trust that our combined efforts will result in badly needed increased
benefits in the near future. If I can be of eny Purther help, plese contact

me.

Very truly yours, .

PN
F;Z:o:/%’ A T

FRANK C, PARISH

FCPirp
A52-4544

ccs Claude Evans AFL-CIO
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Marcr 8, 1979 .

<

DeAr Mr. Evans;

1 RECEIVE A MONTHLY CHECK OF $261,50 AT THIS TIME, WITH THE
HIGH COST OF LIVING WHAT IT IS NOW, [ AM UNABLE TO MAKE ENDS MEET
VERY WELL,

MY FIFTHTEEN YEAR OLD GRANDAUGHTER LIVES WITH ME. SHE IS IN
- HIGH SCHOOL WHICH MAKES A LOT OF EXTRA EXPENSES NECESSARY.

As YOU ALL KNOW GROCERIES, UTILITIES, AND THE COST OF LIVING
HAS ALMOST DOUBLED IN THE PAST FEW YEARS AND MY CHECK HAS NOT
INCREASED ENOUGH TO BALANCE THIS., ANY INCREASED BENEFITS FROM YOU
WOULD BE VERY MUCH APPRECIATED BY ME. '

SINCERELY YOURS,

I urgpan Boltsd

MARGARET BIBIANO




(f_\’ tv-a’q’aBﬂT L

Mareh ¢, 1¢@79

Lear Executlve Secretary Treasurer Claude Lvans,

In regards tc your letter of March 1, 1979, I recelive from
N. I. C. $459.07 a month which 1s impossible to 1live on under my
circumstances as I am not allowed to work under the N. I. C.

decislon.

With the preéent rate of inflation it 1s not feasible to survive
on for two people, and I do think that they should pass a bill

increasing the amount for a permanent disability.

Sincerely, 7;:Zf:::)
— J
Lt s < Jidma—c%d/

Robert C. Fernandes

1106
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March 8, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Leglslature
Carson City, Nevada 89701

Dear Mr, Banner:

This letter is directed to you as an N,I,C. Claimant of this state, I have
been receiving these benefits for three years now since the tragic death
of my husband while working.

I started receiving benefits while living in the very small township of Empire,
Nevada where the cost of living is extremely low compared to the city living
that I now have to cope with,

Yes, this letter is written with the intention of letting you lknow that I truly

. believe that in increase in benefits to all claimants i3 not unreasonable

when you take into consideration that fact that the cost of living, which even
the working class has to face, the fact that I have a handicapped child that
will be dependent upon me for her or my entire life, and the cost to maintain
a home in this city.

I receive $51li. per month and a small amount of Social Security which is
what I have to live on. How many people do you know that live on that kind
of money? Not many, I'n sure. As you can see, I cannot even qualify for
welfare which also comes out of the state'!s money.

- T don't even feel that I have to list my expenses for you to see that I

find it difficult to make ends meet even with the barest of expenses,
Just pick up the newspaper daily and note the cost of gasoline and most
expecially the terrible cost of food which is something that even the
prosperous are complaiming about.

Thank you very wuuch and I hope that you will make it possible for a bill

to phes in the Legislature, Myself, and people like me, will do all we can
to support you and maks our voices heard,

Sincerely,
Ve éﬂ@& .élrwﬂ‘/

——— Mrs, Casey Garcia

Duplicate copy to Claude Eva
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EXHIBIT 3

P.0. Box 5808
Las Vegas, Nevada 89102
March 9, 1979

Assemblyman James Banner
Labor Committee Chaiaman
Nevada State Legdislatune
Canson City, Nevada 89710

Dean Ma, Bannenr,

T wrote 2o you Last yearn ashing you to please do what you could to
get an Lincrease forn N.I1.C claimants who ane totally disabled as a rnesult
04 an Aindustrial injurny. 1 am asking you now Lf you will trny agadin?

T have been totally disabled from an industrial infuny since 1968.
My check was $ 256.00 per month., 1 have had only one increase of § 51.20
duning that time, which makes a total of $307.20 pen month. 1 cannot
possibly Live onthis. My wife has had zo work Lo hely supplemenit ounr
income., My wife is getiing olfd and Lt hunts me to sece hen have to wonrk
through no fault of my own. 1 had always made a aood Living forx my gamily
befone the accident on my fob.

1 also think 4t {8 unfain that some people who are totally disabled
are gettiny more money pen month than 1 nrecedive just because they wene
hunt Laten. Tt cost fjust as much for me to Live on as Lt does othens.

14 there 44 anything you can do to help this situation T would
greatly appreciate Lt very much.

Sincenely,

/éiézgfywyzéz' ég//ﬂégéég;7

P.S. My home address 44;

¢
Edmond . Hife

600 Oakmount Dn. Apt. 3605
Las Veags, Nevada 89109 , .

Phone # 735-7519

11190
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P.O, BOX # 5808 ;
Las Veqas, Mevada - 89102 ‘
Marnch 10, 1979

Senaton Thomas Wilson
commence and Labor Committee
Nevada State Legdislatune
Canson C{ty, Nevada 89710

Dean Mn, Wilson,

1 am writing you 4in negands to ashing youn help in Trying Zo get an
incnease forn N.I.C claimants who are totally disabled as a nesuli of an
industrial infuniy. '

1 have been a nesdident of Nevada forn twenty five yeans, 1 was hunt on
ny fob and was found to be totally disabled in 1968, placed on a small
sension of $256.00 vwen month. Since that time T have had two increases which
wmount to $5120, which makes a total of $307.20 per month, My wife and I
could not Live on this meagen check and at the time oun son was young and
tiving at home. Therefore my wife had to go to wonk. She {is realli noZ able
to do this,but what can we do? 1 had always made a pood Living for my fami
and 4t harts to sece this happen. 1t does something to a mans pride to
not be able to support his family in the way he 4is accustomed o dodina.

T atso 4eel that it is unfadin that some people who wene totally disabled -
arne qetiing moxe moncy pen month than 1 just hecause they were hunt at a latenr
date., 1% cost fust as much fon me to Live on as Lt does for othens.

14 therne 44 something you can do 2o help this situation T would greatly

appreciate L&,

Sincenely,

/‘\‘ (/}/ Vi e // / . / /{ s

7/ _ |
e 7555y
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Mrs. Clifford Harmon
23 Bridge St. Mason
Yerington, NV 89447

Senator Thomas Wilson, Chairman
Commerce and Labor Committee
Nevada State Legislature

Carson City, NV 89710

Dear My. Wilson:

My husband was injured in 1966 in an industrial accident
and now receives a permanent total disabiltity pension.

He receives only $278.40 a month. The cost of living has
increased to such an extent that it is impossible to live
on such a small income, We live and eat very modestly

and still our grocery bill is between $180,.00 and $190.00
a month., Our utility bills (heat, electricity and water)
run approximately $95.00 a month for a small home. Then
to these you add the cost of insurance, taxes, and the

other living expenses and it makes it impossible to live.

We did not receive an increase when the last legislature
was in 8ession and the most of living has doubled.

We feel that those on fixed incomes must have periodical
income increases to accommodate the cost of living
increases.

Sincerely

cc: Claude Evans
Executive Secretary-Treasurer
Nevada State A.F.L.-C.I.0.
P.0. Box 2115
Carson City, NV 89701
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. LA EXHIBIT L

March 7, 1979

Deaf Sirs

As a reclepient of N, I. C. I an truly interested in any
legislation introduced that will increase benefits to the
claimants,

My husband was killed in 1979 in an industrial accident.

At that time we had an adopted daughter 2 years old. She is
now 11 years old, and I am 59, We receive $261.30 in benefits
from N, I, C, It seems a shame that we must plead our cause
for an inorease, With inflation you know that our dollars are
stretched to their limit. Meeting the price of the nesessities

of 1life can bs hard enough, without having to cope with the

very inflated costs of hospital insurance which is something
I hope we do not have to use, but must have.

It has been several years since ther was an inorease in
benefits, and you can be sure that anything that you can do on
our behalf would be greatly appreciated.

Sincerely,
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Assemblyman James Banner
1 Xaboy” Qbmmittee ‘Cha1rman‘~ :
‘R,»g,\, ‘ Nevada'State' Legislature':'» W'

Carsgn thy{“Nevada 89710 >

l) ', ,{ t"i..g

"“ I met with you & few weeké ago and anbrhitted some basm infoi'mathn Qn

changes that i think should-take piace wthln the laws afgecttng thel Neyadaf- ih
.. Industrial Comm{ssion. ) In’addition to my recommended changes,” [.hereby ¥
W support legzslation }ntroduced by Mr. .Claude Evans of the A.F B LS-CyL O
v in behalf of survars of the fatally. mJured ‘and permanently totally di

T . :i R .r:,‘,‘f"-” -7‘»\_,P

",,"; - & N »
g ;1 °am‘ enclosmg mformatmn relating to- some of the soc1a1 and monetary pro~-
u_t..\;. vy )alems.‘that .permanently total disabled persons encounter. (see attachments)
s "‘I hope'some of, thlS will be benef1c1a1 to you. o . ,

»
\

.
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? R ‘ ’
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u{ My tota.l personal, compensatlon from the N. I C. ., undér:d bermane t total b
i disability- (parapleg‘lc.. confined to a wheelchau'), is $257 00 per. month plus
$50. 00 ’per month child care and attendant care. My compensatmn started
‘at. approximately $208. 00. per month 9 years ago' «It'was'a hell of a drop kg
from: $1500, 00 ; per month .in wages. +Additionally, if I move out ‘of the state, L
i gee NRS 616..626, inan- atfempt to benefit from other state finahcial aid pro5 iy
'grams, Iiose part of my N L C compensatmn. ; . i E yki,\ 1

: /i'; . I,-’\ - NSV 4 ‘JA
A B L o [ --v DU S N A ') .
y i-ﬂance Chalrman Jobn Relser beds down w1th blg business, .the 1njured wor ers
,-of the State of Nevada will never receive any N. L C. initiated assistance. ,: o
Consequently, I request your assistance in overcommg eome of the problem ‘

: that we face,
n:"‘f 3..*,

; If thereis any assxstance tha

. *\' . s

i r

t I can gwe you in your uphill battle m»ouf behalf
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March 5, 1979
TO: Assemblyman James Banner
Senator Thomas Wilson
Executive Secretary Claude Evans

As the result of a truck accident T have been permanently total disabled
since 1970. Since this accident T have been actively involved with numer-
ous organizations and agencies that has crcated in me a recognition of
some of the problems that these persons face. I have given numerous
speeches to community service groups, disabled assistance organizations,
rehabilitation hospitals and centers and on radio and T.V,., designed from
input that I have received from severely disabled and permanently total
disabled persons. Due to my injury, I, along with the majority of the other
permanent total disabled Nevadans, experience the following social and
monetary encumbrances.

1. INSURANCE--Automobile insurance is much higher for persons with
permanent total disabilities. Most.insurance companies refuse to insure
us and-those that do, independant agents, provide the insurance under
higher risk premiums than required of the non-disabled. We are unable - = ‘.-
to get life and medical insurance to hedge against future problems that T
our families may face in the event of further medical complications that
may not be industrial injury related.

2. TRANSPORTATION--We are unable to utilize most local or statewide
transportation systems because of inacessibility. This forcesus tato .
paying high transportation costs through required use of special built
vehicles and constant personal use of taxicabs. These transportation

problems and high transportation costs create physical problems, employ-
ment problems and schooling problems.

cad f.f LT

3. VEHICLE DESTRUCTION AND DEPRECIATION--Our vehicles lose their = ©
value through destruction created by putting wheelchairs in the front or '
back seat, wearing out and tearing the seats with prosthetic and orthotic

appliances and by cutting holes in the doors and dashboards to install hand
cantrols and entrance/exit equipment.

LIV VIR A B SRS

{

4. CLOTHES AND FURNITURE DESTRUCTION--The bottoms of jackets and
shirts get torn, wear out early and become permanently soiled from the
use of wheelchairs and prosthetic and orthotic appliances. Also, the
sleeves of pants, shirts and jackets become permanently soiled and re-
ceive excessive wear in very short periods of time. Special clothing or
alterations are often required depending upon a persons condition.
Because of lack of adequate bladder and bowel function of some persons,

furniture, mattresses, blankets and clothes are often destroyed creating
further personal expenditures. :
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5, HOUSES OR RENTAL UNIT DESTRUCTION--Our houses require the
placement of mobility assistance equipment such as bathtub rails, hall
guides/suppor‘ts, shower stools and rails, toilet transfer bars, etc. The
walls become bumped, scraped and gouged from use of mobility assist-
ance equipment. The carpets and floor coverings rcceive the same type
of treatment and subsequent early destruction. We never get back clean-
ing deposits upon moving from a rental unit and sometimes are required
to pay damages over and above the amount of cleaning deposits.

P M AT MO M AT e e e s

6. IIOUSING PROCUREMENT--Landlords do not like to rent to disabled per-
sons, especially unemployed disabled persons. Those places that we find
to rent are not suitable to live in or do not meet with our physical needs,
i.e. doors too narrow, staired entrances inaccessible, rooms too small,
hallways too narrow, toilet facilities inaccessible, kitchen inaccessible,
etc. Since no one will pay the cost of making accessibility changes we
have to keep searching. When we do find a house or apartment to rent,
seldom purchase, we are often forced to live communally to afford the
place. .

-~

s

o

7. EMPLOYMENT--Although we are medically considered permanently tot-
ally disabled, we have the desire to return io some type of employment
that would meet our physical and intellectual capabilities. If we return

to work to support our compensation, we lose our P. T. status and subs-

I equently lose funds that are needed to cover our higher cost of living re-

: quirements. The majority of the employment that we find provides such

a small monetary return that we would not be able to survive solely on

the wage. It is virtually impossible to find adequate and suitable employ-

ment that would compensate for the loss of the meager P.T. compensation

that one would lose.

N T e -
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8, MISCELLANEQOUS CHORES--We are required to pay or ask favors of others N
for getting done yardwork, house cleaning, house upkeep, shopping, going
to doctors appointments, automotive upkeep, cooking, etc. This is a high
expense again not sufficiently covered by the N.I.C. ‘

. 9. PURCHASE POWER--With the present poverty level compensation that we
3 receive, we are unable to purchase even the necessities of life. We can
not cover the added costs of the personal items that have become our new-
found required burdens in life. 1In the cvent any of us are able to return to
work, those of us that still have some employment capabilities, we accept
employment that is below our mental capabilities and below our income
needs and we subsequently are unable to advance in life. We are unable to

' purchase a hause, a car, a T.V, set or engage in any long term contracts

‘ because we may experience an exaccrbation in our condition and lose every- ‘
thing under compensation. Additionally, our lifc spans are shortened because °
- . of our condition as is our work years. '

10. FAMILY CONDITION AND FUTURI.--We arc unable to plan for our families
future or our childrens education. We are often forced into family separa-
tion because of the low income that we receive. The family is no longer able
to set a star on the horizon when their mental powers are wasted on acquir-

1i19




10. Continued- .
ing the bare essentials of survival. Any incentive they may have to
better themselves is destroyed by their inability to afford a telephone

or the gas to enable them to follow up possible employment or to con-
tact employers.

11. MEDICAL COSTS--Because of a I, T. s deteriorated physical condition,
initially created by an industrial injury, he/she experiences added medical
coste.  All medical bills incurred that are not directly related to an ind-

. ustrial injury must be paid by the P.T. since they seldom can retain or
acquire medical coverage. They are often ineligible for Social Security
and are never eligible for Supplemental Security Income which creates an
inability to receive either federal or state medical coverage.

IN CONCLUSION, when it is confirmed by the N.I.C. that a person is a P. T.
he/she is automatically cut back in their amount of compensatien and left to
starve mentally, physically and socially. This insuring bureaucracy, the
N.IL C., will initiate only token efforts towards legislation for the injured
worker knowing well that the employers will get ''pissed off" if the bureau-
cracy overextends itself to help this now unproductive Nevadan.

e e

y

illiam B. Cawelti
803 Carroll Drive

Carson City, Nevada 89701
883-3586
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William B. Cawelti

803 Carroll Dr.

Carson Tity, Nev. 89701
883-3586

| AsSembiyman James J. Banner
Nevada State Legislature
Carson City, Nevada

Dear Mr. Banner;

I recommend the following changes in the Nevada Revised Statutes and solicit -
your assistance in making these changes. I beleive these changes are an ab-
solute necessity to the continued welfare of our permanent total disabled

Nevadans.

616. 580 Permanent total disability: Compensation. ‘
1. In cases of total disability adjudged to be permanent, compensation
per month of 66 2/3 percent of the average monthly -wage. The' 'criteria
for receipt of said compensation shall be based solely on medicat
consideration (without regard to financial position or employability).

616. 583 Permanent total disability: Recipient of compensation to report annual
earnings; payments suspended if report not made.
Entire statute should be deleted.

616. 626 Increased total disability benefits if disability incurred prior to April
9, 1971. Any claimant or his dependents, (delete; residing in this state), who
receive compensation for permanent total disability on account of an industrial
injury or disablement due to occupational disease occurring prior to April 1,
1971, is entitled to a 30 percent increase in such compensation, without regard
to any wage limitation imposed by this chapter on the amount of such compen-
sation. The increase shall be paid from the silicosis and disabled pension fund
in the state treasury.

Since 1969 the people of the U. S. have experienced an approximate 63.1 per
cent cost of living rise. Nevadans recciving permanent total compensation
have realized a 30 per cent rise in their compensation since the initiation of
the original statute providing for a percentage of wage earned income. The
maximum compensation allowed in 1969 was $208.00 per montih, far less than
the national poverty level income.

If I can be of benefil in initiating any changes in the aforementioned statutes
please feel free to call on me.

Thank you for your assistance.

: //'4/’-\
[Six cere},/ \
e Lt S ‘: ]
N \'\ f L\
i B. Cawelti
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March 7.1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Mr. Banner

This letter is concering why something can't be
sone about;y at least a cost of living increase in our disablity
checks, ‘

In 1971 I was hurt on the job, and have had surgery ‘
on my back 8 times, but I am still getting a small Disablity
Check of 332.80 to live on. I know that every employee
of the state gets a cost of living increase, so why souldn't we?
If anything can be done please let me know,

I know that Mr., Rose was going to try to get something done,
as I received a letter from him when he was running “for office.

I sure hope this small note will help myself ahdn
all others that need help very much,

Thank you
William F. Hodge
33 Kendall
Winnemucca, Nevada 89445

it G kS b B
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////— Jun Valley,nev,
, harch 7,1979

EXHIBIT L !

'~eur Sir
: I heur ther will boe 3 bill tn irecrense the benefits fnr the cisnabled and
sermenently injured workers »f hevada intryduced in the 1979 3-=ssion of the Jtilc
Leyislature.l sincerely hope this bill will puss,
¥y husbend was totally disabled and in constant pain for almost §j years
and we could not afford Health insurence for e therefor 1 was always worrlc.f
I would get sick while taking care of him,
I have been alone now for 2 years and I receive  201. o mnth from
nel.C. and still don't feel I can Afpofd afford ealth Insurance for myself..
1l am 60 years old #nd have had 3 disc operations end I am not able to work,
50 I know how high boctor end Hospital bills can be.
For myself I know when I buy groceries I do not buy £¥f enough of the
right foods but when you only have z0 much to s.end for fo-d you buy what
©2u can afford.l know it must be very hard for injured peosle with growing
children ss food and rent here in Nevada nrs very high,
Thank you very much for taking thc time to read my l:-tter and I do
hope 1t will help to get this bill passed,I kioow 1t would help & lot of
‘eople.

—_

-

3incercly

7} -
/'} 7
~— Vel /

B A AR A QR Vo
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P.0.Box 536
Tonopah, Nevada 39049
Var, 6, 1973

Senator Thomas ¥Wilscn, Chairma n

Commerce and Labor Committee
Nevada State Legislature
Carson City, Nevada 89701

Dear Mr. Wilson;

I respoctufully request that a bill be introduccejduring the 1973
Sessicn of the Nevada State Legislature to increase benefits to
recipients of incustrifl Injuries.

At this time I am on & full disability and receive £249.62 per month.
Since 1 970 there has been one incrcase of ¢ 41,62 and with ths high
inflation today it is difficult to make ends meet,

The Doctors I see arc in Henderson and Bichdp, Cal., which is an
added expense, The cost of medication has risen sharpl}y also,

Any help that you can give will be anpreciated,

Sincorely,

ﬂ/a'[«/ Az /f’u/('gi-/
¥aty [ce Butler

Box 576

Tonopah, Nevada 330L9




Kenneth J. Rogers

P. 0. Box 34

Sparks, Nevada 89431
702-673-2539

March 5, 1979

Nevada State A. F. L. - C. I. O.
P. 0. Box 2115 .
Carson City, Nevada 89710

Dear Sir: '

I was awrded a permanent total disability pension on June 11,1970
for 1life of $208.00 plus $80.00 for my wife and children. I

have : had a cost of living raise of 20%. But in this time the
cost of living has gone up around 100% with inflation and the
Carpenters Union No. 971 not giving me the pension I am entitled
from them as well as the International Carpenters Union cutting
off my pension all together after I had paid percapita tax

since 1937 without a break and still have to pay $6.00 per

month to keep my indefinate amount of 1ife insurance in effect.

This inflation has sure knocked the bottom out of my income.

Sincerely yours,
cc: Assemblyman James Banner

# e ¥y (4
enneth ¢% Roger
Labor Committee Chailrman

Nevada State A. F. L. - C. I. 0.

Senator Thomas Wilson,'Chairman
Commerce and Labor Committee

‘ 1135
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March 5, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Leglslature
Carson Clty, Nevada

Dear Mr. Banneri

In May, 1971 my lungs were burned by the fumes and gases
from welding. In June, 1973 I recelved a settlement of
$270.40 per month retroactive to date of injury.

As of the month of May, 1971 my rent was $45.00
per month. At the present time my rent is $90.00
per month.

The price of fuel oil in May, 1971 was 18 cents per
gallon. At the present time it is 63.8 cents per
gallon, that is an increase of 45.8 cents per gallon
and I use an average of 2 gallons per day. This barely
keeps me warm enough.

As far as maintenance on my 1970 automobile and 1952
mobile home are concerned, the cost has increased at
least 50% since May, 1971. I need my automobile to

keep my doctor appointments, grocery shopping and

other short trips. My small mobile home is the

cheapest way I have found to live. The cost of food,
utilities and clothing, as we all know, have increased
;: the point that it makes it difficult for me to

Ve. h

I am sending you this information in hopes that it will
support the Nevada State AFL-CIO in their attempt to help
us, I am 70 years of age and with my total disablility,
it prevents me from any means of gainful employment to
supplement my present income.

Respectfully,

/ : ~ “)// .
//szﬁ//’/ ) 2) //}//,/lbx////“( 4(
Willjam W. Wortman

2300 Prater Way -~ #1380
Sparks, Nevada 89431

CC: Mr. Claude Evans
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EXHIBIT L _

MARCH 6th,, 1979

Assemblyman James Banner Senator Thomas Wilson, Chalrmar
Labor Commitee Chairman Commerce and labor Commitee
Nevada State Legislature Nevada State Legislature
Carson City, Nevada 89710 Carson City, Nevada, 89710

Gentlemen:

On October twelve NinetecenSeventy Two, | was totally

Injured on the job, Since that time | have been receiving
($270.40) per month, With the soaring increases in

Rent, Electricty, fuel and food, | find it almost impossible
to live a healthy life on that amount of money.

I want to thank all the peopile suporting this legislature
for the people who are suffering all these hardships trying
to live a peaceable and healthy |ife,

Thanking you again, | remain,
|
Sincerely
J?;.c 9/;412?T

eo White

Copy:
Clavde Evans
Executive Secretary-Treasurer
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Blidd copy to: Mr, Claude Evans, Evecutive Secretary-Treasurer
Nevada State A.F.L.-C.I.0.
Post Office Box 2115
Carson City, Nv, 89701

ExuiprT L

279 Smithridge Park
Reno, Nevada 89502
March 5, 1979

Asgsemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Sir:

I understand that, during the 1979 Session of the lievada
State Legislature, a bill will te introduced to increase
benefits paid to survivors of fatally injured workers of
Nevada, and to individuals who have te=zsn permanently and
totally disabled as a result of an industrial injury,

I have been permanently and totally disabled since suffer-
ing an industrial injury February 4, 1974, On September 15,
1975 the Commlssioners rendered a deciston tinat I should be
granted a permanent total disability award. As a result,

a monthly pension of 3459.30 was awarded me effective
October 1, 1975. Knowing how the cost of living has risen
since that tlme, you can readily see hiow important the
passage of the above clited bill is to me, Therefore, any
thing you can do to $nsure its passage will te appreciated,

Stncerely,

CHARLIE BLUDSWONTH

1129
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= Louls G, Blel N.I.C.Claim/ 68_22113
3642 iloulder liwy. Sp.T76
Las Vegas,lev, 89121
}March,9,I1979 .
Honorable . ~gorhvirs-nn JIpnmes Dannor &Senator Thonas “Wilson
labor Committ~az hirlrcan commerse and labor Cormitte
Hevada “tniln 3y inleture Nevada Ytete legislature
Carson Sity,ovn a,"GTI0 sergon Clty, Hevada.89710
Centlemeny
I write thir i~_l"" in behelf of amyeelf ond e£1l the cther pensiondera
thet ere hevi.. - L.uoh Yime trying to cervive on thelr N.I.C.pension
and Goclal cen vi o, ue to inflation it is just ahout impoasidvle,

yorran, injured AureS,I007. Ttor Huil.Ce00t0rs and the Hel.C

Board descildcd 1 vo:ld never he ahle to work sroin I was offored a lump
sun settlement or e pension for 1life srmounting to 232,40 por month I
arreed to eceept tho pension with ono condition Af at any osmddt time I
needed medlcal atientlon the H.1.0, would emathorize edd pay for ssme,

slong with Dpailn Concussion ~nd Cowmpound Skull roecture,l have had & lot
of trouble with my eyes.,%hile 1 wee in the hospitel uncontious my eontact
lenses wore not pemovod which csused dennrce to my eyes and 1 nolonger am
able to wear contact lenses,not even the soft ones.l have hed to spend
a lot of moneX on ny eyes Gue to this incident,

For exemple oy

The only essistant I heve redcieved ‘rom i.I.J, is/uthopization for
one hoaring ald by Tobin Hearing Cffice in las Vegas, At that time it
di4 not help and 1t was returned to Tobin,

However on one of my numerous visits to the ear Doctors I was told
there had been a lot of improvements in hensring aide and was edviessd to
inveatigate so I did with some results,but no help from H.I.C,

More improvements have been mode since 1 purchesed but,I dont feel 1 can
Afford to lay out (500,00 for enother one,

Sometime back I recieved en inoresne ofy 46,40 bringing py pension up
from, 232,00 To the current sum of 2}34 8
w278440

¥hen thils scoldent happened I had e fine growing business and some
Income property .Cue to the pressure and my own physieal handioap 4
hed no choloe but to sacrifice by holdings and move to a place where I
had no pregsure and a minimum arount of people calling,

Gentlemenj 1 sincerely hope something can be done to help us, :/,
- ,-'6/ J (ol
s f ezl L

Cincerely, ,f}',f-f¢ .
louis @,Blel, -~
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113 Ocotillo Street
Henderson, NV 89015
March 8, 1979 CEXHIBIT L

Claude Evans
Executive Secretary-Treasurer

Post Office Box 2115
Carson City, Nevada, 89701

Dear Mr. Evans;

During the 1973 session of the Nevada Legislature for reasons
unexplainable to those of 'us having been injured on our jobs

to the extent of being totally disabled, my compensation was
$256.00. Through the help of sympathetic legislators, an
attempt was made in 1973 to bring our reduced compensation up

to the new rate. 1In 1975 action was renewed in the legislature
to make proper adjustments.  For both the 1973 and the 1975 session
a 10% "raise" was granted coming from the General Fund. General
Fund grants are cancelable at any time. Action was taken again
in 1977 - a complete defeat. Our compensation remains the same
today at the same low rate as it was in 1975. Had this action
taken place today, our income would be more in keeping with th
times. :

I feel very strongly that we pre-"1973" injured are being very
much discriminated against. That we should be at least on a par

with our peers of today.

My income is very small yet I must accept the fact that I am
crippled and there are always extra creature comforts needed,
most not usually considered in the cost of living.

As for the cost of living I am not going to insult your intelligence
with regards to existing in today's world. I have exactly the same
expenses as the over-age householders.

My injuries are great and painful. I have had several operations.
Tomorrow, March 9, 1979, I have a morning appointment with Dr. D.
Gaelen, a neurologist. 1In the afternoon I have an appointment

with an orthopedist. Probably this will result in surgery relating
to the back portion of my disability. '

In conclusion I firmly believe those of us injured prior to 1973
should be placed on a status quo with those people injured since
1973 according to their injuries. I further believe we should be
amply compensated for the loss of income over the past six years.

My appreciation to you and others for your compassion and help
over the years. To those of you concerned, my deepest thanks.
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ExuiBIT L~ RECEIVEDMAR 1 4 1979

74C lyenet lirela
‘rrrks, Vv, £0431
Merch 12, 1679

Janrtor Thomes Uilson, Chrirmen

ommarce & Lrbor committas, Mavede “trto Taxislrtura

s

Crerson Zity, Nv. 8710
Derr Sir:

This is in regeris to e bill to ircrescse bensfits to survivere
of frt-1ly injurad work:ire ci [ vrin, eturelly, T'~ irtarsctss in

this increrse, 2spseielly in thesa drye of hignh infletion., vy bere-

Cu

fits emourt to 32(1.00 eng crly by crreful menecemant snd deprive-
tisr em I ebls to livs within this rximy Sociel _ccurity chseck.
Howavsr, 1 rm most concernszd ehout r rumsr tort NJILC, mey be

liminctcs comrlutily end this woul. cruss r t2rrible heriship on

Y

or nls Jfob. fBince than, 1 h-va gu.forsd two strokzs rrd wes unedble
to WOk, The lrit stroke oceurrud GuStoroyeer co, rnd I'z not yot
complstely over it. “het little SfVitﬁS\I ned want to pey o07f bille.
Tasr I hrve dentel tills which insurencs ¢ ¢en't cover, hegides ¢ ra-
cent incrsrse in rant.

it would b2 wrectly evrrrecirted for whetaver you cer do to help
us who rer2 in tais cituetion. Ilarze, trhousn, don't do ewey with
MoILO. It's bean e life-sevor [OT me, ond others in lixe circumzten-
cse. 1 tarenk you kindly for whrtevsr you do.

Sireerely youra,

?Uai¢4fﬁgb/&u;nﬁu&-
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Mr. Walter J. Killian, Jr.
2009 Englestad
North Las Vegas, NV 89030

March 9, 1979

Mr. Claude Evans

Executive Secretary-Treasurer
Nevada State A.F.L.-C.I.O.

P. O. Box 2115

Carson City, NV 89701

Dear Mr. Evans:

My monthly benefit now totals $270.00.

I need an increase to help my family and myself with
clothing and food. Also my house is in desperate
need of repair; plunbing is bad, need a roof and
the house needs painting inside. These things need
to be done so that we may have a decent home.
Sincerely,

gallon i 1l .

Walter J. Killian, Jr.

P.S. The increase would help greatly in paying electric
and gas bills. Thank you for your consideration.

féé Oute "%"’77 Yprqecec
/57 j5~ 73 szz/ 7127 [hﬂff”ﬁ%

ﬂom*&% L Mﬂ %on : zv,- /¢

/1/,4/ Lfles /)1/ 5‘7 éﬁ/f)jj?//(/ﬁx/ / /VZL %
LA e Z?Z/ﬂ%§750f
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ExuiBiT L A RECEIVEDMAR 1 & 1579

March 13, 1979

Senator Thomas Wilson, Chairman
Commerce and Labor Committee
Nevada State Legislature

Carson City, Nevada

Dear Senator Wilson:

I am writing to you in regards to the bill that will be introduced in the
Legislature to increase benefits paid to survivors of fatally injured workers
and individuals who have been permanently and totally disabled as a result of
an industrial injury, like myself.

I receive a check from NIC in the amount of $438.00 per month. There are several
factors that make it difficult to get by on this amount. First this amount is

only a percentage of the pay I would be getting if working. Second the percentage

I receive was based on the pay received by Cashiers (my former position) in 1974.
Since then they have received raises. I have not. Third I have expenses that I would
not have if I were Still able to work such as insurance. Culinary insurance is
normally paid by the hotels, but now I must pay it myself. It is $36.00 every

month. Fourth and also the biggest factor is the rising cost of living that we all
know is on the increase daily. With rising insurance, utilities, medical care,
housing, groceries, repairs, clothing and etc. it is an extreme hardship to

make ends meet.
I hope we can count on your help in getting this much needed bill passed.

Sincerely,

Ann Galpin
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EXHIBIT L A& RECEIVEDMAR 1 4 1979

Mareh 10, 1979
Claude Evans
Executive Secretary-Treasurer

Dear Sirs
I definitely feel we need an increase in our benefits.

I receive $201.00, whioch doesn't go very far these days.
It's been quite awhile since wev'e had an inorease, and I
could vertaifly use it because I can't work an 8 hour day

ag I am 59 years o0ld and not well.

Thanking you sincerely,
Ut U gt e
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March 9, ]979

Asgemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 897]0

Dear Sir,

I nave pean on total disability since 1969. My monthly

cneck from the NIC is $288.00 and $57.00 for my two remaining
children. Tinis BENEFIT is based on the $450.00 salary I was
making in 1964 waen I got fhurt.

Why snould I and my family have to be status quo since 1964
in regards to the benefits I receive. In all fairness I
should be receiving benefits tied into the going union
scale tne retail clerks are receiving now.

My wife has nad to work and I am unalbe to do any meaningful
tasks. It nas deprived me of doing tinings witi my family
and I have been unable to send any of my five children to
college.

I do not nave to tell you wanat infaation had done to a
normal family making decent wages. Just consider this, I
send my remaining 2 kids to school every day witin $3.00 lunch
money, tnat alone comes to $60.00 a montn, and tiae NIC sends
me $357.00 for the kids.

Over tae years I have written many letters and called many
times to Carson City to sse if the benefits could be inureased
as it is almost impossible to live on wnat I receive.

sut I have never had any responce and Jim I iope you ¢an

get me and otuers like me the help we have so long needed.

Thank you and God Bless you....
; Amato

10265 Haven \
Las Vegas, Nevada 891¢9 ‘
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LEly, ilevada
Varch 12, 1977

Assermbly~an James Banner
Labor Cormittee Chairman
and
Senastor Thomas 'ilson
Chairran Cormerce and Labor Cormmittee

Dear Sirs:

I understand that there will be a blll introduced during the
1979 Session of the Nevada State Legislature to increase the
benefits paid to the survivors of the fatally injured workers
of llevada and to individuals wvho hcve been permanently and
totally disabled as a result of ¢n industrial injury. 1 cer-
tainly hope that this bill wi'l be passed.

I hed my right leg emputated below the knee. Ny left leg is
in bad shape of which I am still being treated for and other
corplicationsiue to surgery that I :1id not want but was told
I would be forced to undergo in a poor effort to try to save
ry rlrsht leg.

vhen I 7inally succurmed to ry injury, my tule home pay was
5249,99 for a five day weelte I now receive 5256.00 regulur

'« I. Co Pension plus $51.20 on anothier check which is a kind
of subsidy that the Ne I. Ce sends me. Also I understand that
when I Dbeceore sixty-five years of are I will loose this penslon.
Howr far will a 3288.00 Soclzl Security check go these days?

Please, I urge you to get behind the bill that will be Intro-
duced an? to try and pass a bill to continue the benefits after
sizty-five years of age. 1 an now foing on sixty-four yenrs

of age.
S Thank you very much,
T . I - .
) N
) ﬂté:‘ﬁ%{ﬁ/fllé{&é/f/é\
'ilan ¥. Draiulich
R » £13 Parker .venue
S Bly, llevada 89301
=I/314 i

cc: Claude Lvens, Executive Secreteary-Tressurer
P.0. Box 2115 .
Carson City, lcvada 89701
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March 12, 1979

Senator Thomas Wilson Ch~irman
Commerce and Labor Committee
Nevada State legislature
Carson City, Nevada 89710

Dear Sir:

An increase of the Nevada Industrial Commission monies would be of
great benefit to the health and welfare to myself and my daughter,

Without this much needed income we would find it very hard to cope
with the high inflation. We still confront difficulties with the
utilities and the high price of food. I now receive a total of two
hundred and sixty-one dollars and thirty cents ($261.30). Which
leaves me near to nothing after house payments and gas bills which
ran over one hundred (100.00) dollars over the winter months also
including the electricity and water bills.

My husband was the sole supporter of my family until his death in
1973. I still have the responsibility of raising my fifteen year
old daughter, my older children have since moved away.

I hope this letter will be of some help in getting this much needed
proposed legislation passed for the benefit of myself and all other
claimants.

Thank you,

U A e

Helen T. Williams (N.I.C. Claimant)
P.0. Box 493

Lovelock, Nevada 89419

HTIW/ jw

CC: Claude Evans
Exec. Sec. - Tres.
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March 12, 1979

Senutor Thomas Wilson, Chairman
Commerce and Labor Committee
lievada Stute Legislature

Carson City, Nevada 89710

Dear Senator Wilsont

I am in recelipt of a letier dated Harch 1, 1979 from
:r. Claude Evans, Sec.-Treas. of the Nevada 8tate AFL-CIO. He
states there is t> be a bill introduced during the 1979 Session
of the llevada Stats Legislature to increase the benefits paid to
survivors of fatally 1lnjured and totally disabled Nevada Workers,

I was permanently disabled in 1975 when ny arm was caught in
a compressor and I have suffered much stress and paln to my arm,
ribs, and shoulder. My wife and I do have problems making ends
meet as we only receive 430 a month from NIC and $115 a month
from my ailroad Retirement. Eacause of health problems, my wife
has t> take pressure pills sand will have to for the reast of her
life while I must be on a special diet with fruits and milk to
help promote bone recpalr. These expensive but necassary required
éally ftems, plus the other rising cists in living are causing a
hardship on us., My wife and I collect aluninum cans whenever nos-
sible to supplement our income which helps, but this amount is also
limited as I cannot be up and about for a very long period of time
before I have to lie down and rest as even sitting to drive the ocar
is very tiring.

I feel tnis increase that is to be introduced to tha Legislature
this gear would be most helpful to us because of our limited income
and the steady rise in living costs. Anything you can do to make
this increase in benefits a reality would be greatly appreciated
éuring these times of high inflation, Thank you,

Sincerely,

W&MM
HeKinley Ward

P. 0. Box 1072
Babbitt, Kevada
89416

ccs Claude Evans
Box 2115
Carson City, Nevada
89701
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Ely, Nevada
March 12, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature

Carson City, Nevada 89710

Dear Assemblyman Banner:

This letter is in reply to your request of March 1, 1979
regarding a letter on my present benefits from the Nevada
Industyial Commission.

.- My present permanent total penaion is $485. 23/month.
With the high inflation that is occurring in cverything,it is
becoming increasingly difficult to keep up with everything with
the amount that I am presently receiving.

o -

~

1 would wel,c\'czme ’411 increase that might arise out of this
legislative action.; ~i- - j

PN SN
I

Ve
ey

Yours very truly,

: s (/AR
. [ £ 5T / AP
J
Anthony P. Fondi

P. O. Box 253
. Ely, Nevada 89301

ccC:
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‘ March 13, 1979

B fsenator Thomas Wilson, CHairman

"~ Nr. James Banner, Assemblyman
- Labor Commitee Chairman

. Nevada State Legislature

" Carson City, Nevada, 89710

Dear Sir:

It is my understanding that there is a bill to be introduced
to help injured workman who are on N.J.C. payments for
permanent and partial disabilities.

I concur wholeheartedly that something should be done for
these people and for our own household in particular.

My husband was injured in May 1970, and at that time we had
four (4) children at home. His award from NIC was $288.00
‘plus $57.60 which was an additional 20% to "take care of the

children".

- IT 1 had not been able to work and with the continual price
spiral everyone has been expierencing over the past few years
we would have been welfare recipents, that is if we ould have
been able to qualify. As it is we are just a step above
poverty now. e are still selfl sustaining, but with everything
going up;ie, car insurance , food, utilities, etc, and God
forbid I should become disabled or unable to work becasue of
illness, I really have no idea how we as a family would
survive.

Any help that you as a legislator can give to us and the
hundreds ofother people in this state in these circumstances
would be much welcomed and much appreciated.

- Spicerely yours

esse A, & 'Ella M, llunter
2891 Humbold Court
Las Vegas, [levada, 89122
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. ' March 12, 1979

Dear ML U. (éJ/U‘MLd_J)

I am writing to you in regards to my N.I.C. pension. Surely you must
be a wonderful person to fight so hard for us widows.

It has been quite a hardship on me, losing my loved one and without the
income we had, it has been rough. In July of 1973 when the future widows
were given a good size pension compare to those who were already widowed.

I received a 10% raise from the general fund. That gave me $184.23 at that
time, I was unable to work. I had a $75.00 payment on my home plus a $68.66
payment on my car. It certainly didn't leave much for food and utilities.
In order for me to keep the utilities from being turned off I had to borrow
. money from my sister. In March I finally got a job working half a day at the

hospital which gave me $8.00 a shift. The following August I left my home
and moved to Reno to work as a cook in a sorority so I could get room and
board and some wages.

I rented my home out to three different renters and got took every time.
I even caught one renter moveing half my furniture out and I had to call the
officials and lost rent on them. I am now back in Lovelock working but 1
don't know how long my health will hold out. I need medical and dental care
but can not afford it as I only receive $201.00 from N. I. C. I had to
borrow from the bank as my home needed a new roof and had a considerable
plumbing problem. Financially it is rough for me.

Personally I fell the widows before 1973 got a raw deal as it cost just
as much to go to the store, pay utilities and live as somebody who might become

a widow tomorrow or next week.
I do hope that you will be able to get our pension raise considerably. It
would certainly be an answer to prayer.

Sincerely,

' J /Ql»\/Q IZA/QLLU,UV VZ[/ IV (,z,/w/[,,_,w
umgﬁw\ Mo W%“{/ 3( 1148
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205 LEast Jobn Street
Carson City, Nevada
39701

March 12, 1979

Senator Thomas Wilson, Chairman
Commerce and Laber Committee
Nevada State Legislature

Carson City, Nevada 897190

Dear Mr. wilson:

Jue to an industrial accident February 27, 1871, I am permanently and
totally disabled. I hLave no annual leave time from pain and blindness.
In 1973, N.I.C. awarded $738.0) per month, in 1975 by a 207 addition
now totals $249.60. 1In this time of hick prices. dn ~(u Lnov bew little
this amount will pay for toward Fere, heat, lights, water, clecthes or
food. :

)
One, cnly one, example is health insurance. N.I.C. covers only the parts
of the body dire:tly injured in the accident, not what Fappens to the
rest of tte body as a result, so health insuwrance {s vital. Because I
am net 65 and working for the State, quirters are not complete under
Social Sccurity. I am not eligible for Medi-are. Fven 50, the cost of
Medicare wvould be $63.00 plus $8.20 for Part A and B. I am nc lonper
a State worker sn I must pay the Group Insvrance myself $42.32 a montk,
which no doubt will again go wp in July.

This is only one of tke bardships, not the most important as cven with
ulcers T like to eat. If you can kelp us pet benefit increases, I will
certainly be grateful to you,

Sincerely yours,

,»4"“*7/“‘ S Cpoy

Georgia Sue Carlisle

vb

Letter to James Banner
cc: Claude Evans
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March 12, 1979

... Assemblyman James Banner
. Labor Comhittee Chairman.
... Nevada State Legislature
kp,Carson City, Nevada 89710

 ;;Dear Assemblyman Banner'v’

- During this legislative year I feel the need to make a personal plea
... to you as Labor Committee Chatirman. My piea concerns the bznefits paid
iuuto the survivors of fatally injured workers cf Nevada.

. “As the widow of such a fatally injured worker, I receive a survivor
,benefit of $200.00 per month from the Nevada Industrial Commission. While
. I .greatly appreciate recefving this income, I can't help but express to you
- that it has become increasingly difficult to make financial ends meet in this
. day of such high inflation. It becomes very evident to me as I shop each
- week for groceries or when I make a visit to my family doctor or dentist
- that my income 1is not sufficient to support my financial needs. I feel that
.. 1f my power.and heating bills are to continue to increase drastically that
. something must be done to insure that my income will also increase suffi-
clently to aecommodate these creditors. :

- ~And so, Assemblyman, I again implore to you to stand on my behalf to
. do a1l you can to increase the benefits paid to the survivors of fatally
- {njured workers of Nevada.

Sincerely,

Betty Jo Bacon
506 Nona Drive
Carson City. Nevada 89701

. cc: Claude Evans /

’:)«{LLLJ_{ 2/ ) /')('L(_‘;L
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March 14, 1979

Claude Evans

Executive Secretary

P, 0. Box 2115

Carson City, Nevada 89701

Dear Sir:

I am writing to you in reaard to my Nevada Industrial
Commission Total Disability Pension.

I was injured on the job July 6; 1974, At that time my

wages was $1,240,00 a month, I was on this job anproximately
2% months., Prior to that I was a Boiler Fngineer at Southern
Nevada Memorial Hospital at about or above the same salary,

I was informed that I hadn't received the amount to entitle

me to the proper settlement,

I was over nine months sitting here without any income what-
soever, At the hearinag, after nine months I was awarded

Total Disability for Life (enclosed copy of settlement),
Settlement was computed at 66 2/3 of the average State
Employee, which was $727.48 a month, instead of takino the
percentage of what I was makina, which they settled at S484,99
of which I am receiving and have been since this award was
granted - dated March 1, 1977 - which includes medical,

Enclosed is a copy of my last rent bill and aas for month of

March, My rent when I moved in here was $104,007 now has
increased to $180,00,

I was in good health and expected no problems,. and would have
had my mobile home paid off within three years, With my rent
and house payment - not including my power and telephone -
these bills come to $398,43 which leaves $386,56 a month, so

I am living hand to mouth,

With unforseen emergencies that arise from time to time and
with a good credit rating - the Merchants have stuck beside
me and I have not been reduced to a bad credit rating, Any-~-
thing that vou can do for me or for others in my position

will be areatly avpreciated,
Respectfi;:i/zgurs,

Donald A, Smallwood

1is1
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Mareh 2, 1979

Asccnblyman James Banner
Labor Cammittes Chalimam
Novade State Legislature
Carson City, Nevada 89710

Dear Mr, Bamers

I understand a bill is to be introduced to the Nevada State
Legislative pertaining to increased bemefits for survivors
of fatully injured workars amd %o imdividuals who became
sotally disabled as a result of industrial ingury,

Az a totally disabled individuel I fsel an increese is
warrente? at this time, I presemtly receive approximately
$450,00 gar month, With the presemt rato of inflation I
£ind it difficult to cover ordinsry living expemses on this
amount, Since this is my only source of incare any increases
from Neveda Industrial Commission would certainly be a big

help.
Siuceroly,
/ “ -~ .
Ded ,J(,;‘Mf ﬂ/yl‘/(&“
Copy was also 1w oo y
sent to ‘-'_4'31‘50. Ayaia
Mr, Wilson 1465 Nommette Circle

Rono, Levads.
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, ‘ : | RECEIVEDMAR 1 6 1979 -

March 12, 1979 ; kaJ

Asgemblyman James Banner Senator Thomas Wilson, Chairman
Labor Committee Chairman Commerce and Labor Committee
Nevada State Legislature Nevada State Legislature
Carson City, NV 89710 Carson City, NV 89710

INCREASED BENEFITS FOR N.I.C. CLAIMANT

This is in response to the letter I received from the Nevada State A.F.L. -
C.I1.0. dated March 1, 1979. I am disabled as a result of an industrial
injury and have been a Las Vegas resident for over 18 years.

I receive a monthly pension of $249.60 and $36.60 from Social Security. I have
no one else to help support me and have not been able to buy sufficient food
and clothing because the money I receive is paid out as follows:

Rent $150.00 Month

Telephone 15.80 Month
o, Utility 89.00 Month (approximately)
B Burial Insurance Premium 25.80 Month

Because of high inflation and not enough money to support my needs, I have
been forced to apply for food stamps so that I might be able to eat. The
application was made recently and as of this writing, I have not heard from
the Welfare Department., Please, please, help me. I did work for over 20
years before my disability. ‘I pray that God will see a need also for the
passing of the legislation to increase our benefits.

Sincerely,

Miss Rebecca Hall - »
217 Jefferson, No. 3 R
Las Vegas, NV 89106 ‘

cc: Mr. Claude Evans<§§ &
Executive Secretary-Ir
Nevada State A.P. L. -~ C-IQOQ .
Post Office Box 2115 - . .
Carson City, NV 89701 @ °,
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EXHIBIT L _ Ld

. RECEIVEDHAR 19199

Yerington, lievada
harch 10, 1979

Scenetor ‘thogas Vilson, Chairman
Conmerce and iaber Commitice
Hevada utute Legislature
Corgen City, levada

senator Wilson:

I undercstand that & bill will be introduced into the 1979 session
or the Nevada CUtate Legislature to increace bencfits paid to survivors of

fatally injured workers of lNevade. A

I am a widow receiving $i20.00 noﬁﬁhly and, vhile I an very grateful
for this assistaneg,I am sure you realize‘how 1ithlé this really is in these

uays of high«inflaﬁion. ~ N

i \\
t

\

f\/ o

5 Sinoerely,

/"w \ N .ellie P Opiimen

wettio l'y Driver

[\ 3
I will appreciate any/gggﬁprt you can give this bill,
‘ \, ’ )
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53¢ west secont Street
. innemucca, Nevada

~archls, 1979

Claude w©vans

wmxecutive Srcretary- Treasurer
P.Y.Box2115

Carson City, HNevada

bear ur. svans,

buring these day of high inflation, I sce a
necd for increase in benefits paid to the survivors of

fatally injured workers of Nevada and to the permanent-
1y and totally disabled.

1 receive benefits of two hundred-one dollars
( v201.0C, a month and I find it aquite difficult to

meet some needs; esnecially now that my health is not
the best.

Sincerely,

il U (et

M ge
-1
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March 15,1679
800 <Calcite Circle
Reno, Nevada 89512

Claude Evans
Executive Secretary - Treasurer
P.0. Box 2115 :
Carson City,
Nevada 89701
Dear Claude ZEvans,

I do‘welcome the oprortunity, to exspress the need and to support the
AFL & CIO labor QOrganizations' efforts in the legislation, for the increases
for the NIC disability benifits.
Tam most greatful, to know that this need has come to your attention, for -
I for one has realized the need for this increase, many months ago with the
increase, of the US Postage stamp almost doubled in price for the ordinary letter.
most of us on low fixed incomes, decided we could not send out the traditional
annual Christmas card greetings.

I for one, have become, a victim of the NIC fixed income of $ 246.48 a month
for about three years. now,and in no-way can I work inorder to suupliment this
shrinking income as most more able bodied Social Security re01p1ents are able
to do. I have been caughtlln the inflationary crunch with my chroric thysical
disability and have fully realized,this for more than a year,

My monthly allotment from NIC, which seemed ample income three years ago does
not seem to cover ny essential household exspences, during the last few months.
and there seems, no relief in sight, that this run-a-way 1nflat10nary period will

ever stop.

For an example, a washer load of laundry used to cost 25 cents, is now 60 and 70

cents per load,almost doubled with in the past year, the drier slot costs 10 cents

per whirl to dry a load of laundry costs 30 cents was 5 cents or 15 cents to dry)

has also doubled,besides the gasoline costs that took-me to get there.

Besides the portion of laundry soap which does not seem to have the same cleaning

pover in it. This sounds like the o0ld fable,"The House that Jack Built®.

I must buget, my weekly food allowance carefully, as I suppose most on low-fixed

incomes must do. The traditional beef stew has been eliminated from my economy

minded diet long ago, I depend more now, upon the nilk in my diet.

I seek only group entertainment, which is almost free of charges, when possible.

and invest mpre time, with in the confines of my home, with several pobbies of

mine which cost little or nothing. Most of my own clothing, I sew only for my-
L self, when my energy allows me, or hand me downs from other people.

Need I say more ?  In that respect.

~ 165




A

I am a westerner, by birth and have lived in the western states, during
ny entire life time, also am a child of the depression years, when luxturies >
were simply,out for the average honest,working person. .
It is for this reason among many others' that I feel the need of my own -
personal transportation, it comes first and is most important to me, so - long
as T an still able to drive. '

First it takes the burden off my children, that might other wise have to do ess-
ential errons for me, and because of my own particular chronic physical disability
the doctor indicated I was to do no-more heavy 1ifting, excessive stooping or
bending. In my grocery shopping errons, my own transportation prevents most’

of this, for I cannot hand pack sacks of groceries, on busses or by taxi-cab.
The waiting alone for a city bus. during cold miserable weather is extremely -
painful for me, taxi fare has become out-ragious, and for the price: their services
are limited.

On the other hand predictions' that unleaded gasoline, will soon begin to soar to
the one dollar a gallon price this comming month according to the Iran situation,
among the other nmulitudes of hidden oporational exspences, such as auto—insuranée,
maintainances. I estimated last December the price of a new set of tires, for
about $ 327.52 not encludeing the state and “ederal tax. !{
But I feel, that my automobile provides, a basic necessity, often iires occasio ‘

pleasure, and recreational periods.

I gave up movie going many years ago, and most of my clothlng I've been makeing
for my self during this period of denial.
But during my window shopping sprees, 1t doesn't seem that I will soon be able to
purchase ready made garments '~ —————, at the rate prices are going.
Even the price tag's for a decent pair of shoes my size are soaring and the pros-
spects' of going bare foot doesn't seem too exciteing to me! 4

I do welcome, this opportunity to support the cause of the AFL & CIO Labor -
organizations' in the efforts to promote legislatiaﬁ to increase the benifits
for NIC recipients and the dependants, and with all haste.
I an a firm believer that welfare begins first at home, and T for one has become
a victim of circumétances, which I could not avoid, and helpless to do any thing,
about it on my own.

Very Sincerely,

Pension MNo. 3391 NIC 144/' ca o(p W '

*
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726 South First St,
Las Vegas, Nevada 89101
March 16, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Mr. Banner:

I understand that during the 1979 session of the Nevada
State Legislature a bill will be introduced to increase
benefits paid to the survivors of fatally injured
workers of Nevada and to individuals who have been
permanently and totally disabled as a result of an
industrial injury.

Please be advised that I am a senior citizen and in these
same circumstances since I receive a total of $120.60
monthly from NIC. You can understand how difficult it is
for me to make ends meet since my rent alone is $120.00

a month and I have other expenses such as food, clothing,
power, etc,

This is the reason why I am writing to you in support of
this bill since it would mean a lot to me and other
individuals in my same situation if such a bill is passed.

Thank you for the assistance you may be able to give us
NIC claimants in helping this bill being passed.

Yours truly, . p o
T / i 7 G2 ey LD

s Aacdodis e Ay 0

Guadalupe Aragopes

GA::

cce: Claude Evans
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Maren 15, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Mr, Banner:

I am writing to you asking for your help to
inerease the benefits of my N,I.C. disability,
I reeieve $249.60 per month, but due to the
high inflation the benefits Just does not
meet all the needs of living and 1t gets more
difficult to make ends meet,

Thankyou for any nelp you ean give regarding
to this problem,

Sincerly,

Sty N oot

Hildegard Whitemaek
2625 Van Patten Apt. #10
Las Vegas, Nevada 89109

HW/CK

¢/) 2('011/ ,r{'{(//) ‘54"44;‘ 710;
' ,/é‘% BQ%I«HZL
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March 15, 1979

Dear Mr. Evans;

I have been Totally Disabled since 1970, and I receive $249.00
monthly from NIC. I also get Social Security each month. But with
the two checks it still isn't much of a living. I guess you could
call it an existance.

Evidently NIC did realize that it was just about impossible
to manage on that small amount because anyone that was Disabled after
I was gets in NIC alone what I get in NIC and Social Security. I
live in the same world that they do and have to pay the same prices
on every thing just like they do. It isn't my fault that I was hurt
on my job in 1970 instead of 1975, I didn't pick the time, day, and
year. I wish I hadn't been injured at all. Maybe if I hadn't been
injured and Totally Disabled then maybe I would be able to make a de- '
cent living.

The cost of Food, Housing, Utilities, Phone, Clothing, Medical,
etc. steadily goes up, and my check stays the same.

In a sense Welfare éeople have it better than a disabled person.
Atleast the Welfare Person gets help with food and medical care along
with their fixed income.

There isn't enough money to buy insurance to help with my medical
expenses and the help I get through Social Security Medicare, true it
is better than nothing, but I really could use more insurance coverage
to go along with Medicare.. For me to go to the hospital it costs me
at least $220.00 just for the deductable. Aftér the deductable is paid
Medicare only pays 80% of certain things on the hospital and doctor
bill. Now the Doctor Deductable once it is paid it is good for a full '

year, but the Hospital D~ductable is only good for 60 days.



(Page 2) gxpigit b3

Everyday living expenses aren't the only hardships that I have
run into being Totally Disabled and on this sort of a fixed income.

At the time I was injured and classed Permanently Totally Dis-
abled I had 5 children at home. I am no different than any other
parent, I wanted to do special things for my family, have little
surprises for them for something special that one or all of them
might have done. And believe me my children did and do very special
things for me, not that someone elses children wouldn't do the same
thing for them that mine did for me. I had to go home a little to soon
after my operation on my spine and the doctor wanted to send a nurse
home with me to help care for me. But my children wouldn't hear of
it, they all said that they could take care of me themselves, and
believe me they did. The doctor was even surprised that I walked as
soon as I did. I have 4 girls and 1 boy that were at home at that
time. The oldest was a girl and believe me she was strict as any nurse
if not stricter. She thought nothing about scolding me and working
with my arms and legs making me try to get the use of them beck. She
bathed me and cared for me almost like I was her child. You see I was
paralized after my operation. But in a very short time I was walking
and able to button my own shirts, pants, etc. So you see I wanted to

do something to show all my children how much I honestly appreciated

all that they had done and had tried to do for me. Don't get me wrong

they don't expect anything. It is just something that I wanted to do.

Christmas, Rirthdays, Graduations, etc. weren't anything really special
because of my low income. Now I have grandchildren and I would iike

to do things for them but I can't because I am still just gettin almost

the same thing I was getting beck in 1970.

I am a human being just like the man that is out working right

now. The employers would not be giving raises if people could live

i1



(page 2)

now in 1979 on wages that they were making in 1970, like I am
expected to do. Say that there is just 20 working days in a month,
and with my NIC and Social Security added together I still don't even
come close to making what the government calls the MINIMUM WAGE.

I could go on and on like this, but I doubt that it would
help do anything but make the person tired that has to read it.

I do want to take this opportunity to thank you for at least

taking notice of what the Disabled person is expected to live on.

THANKS AGAIN

CHARLES A. BROWN

T
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* 1860 S. Bridge St.
Winnemucca, Nevada 86445
Phone - 6235671
Dear Sir,

In reply to the letter recelived March 3rd, I'm sorry I haven't
replied sooner, but my daughter had surgery, and we have not been
home.

'T have written twice before on this issue, The first letter
was sent to six different officlals, and the only decent reply I
receilved was from Senator Laxalt! Three of them dldn't bother to
answer, He sald he was sorry, but the amount Duane, my husband,
recelves, §307.20 a month, was all he was entitled to under the
Nevada State Law, TI'd like to see some of those officials live on
that amount now!

When my husband was first unable to work -~ after two neck
surgeries (now his disks are disintegrating) we bought a motel in
Walker, California to try and support ourselves, as we were getting
NO help at the time, The doctor had told Duane to get off the heavy
duty equipment, or end up a cripple, so we had no choice., We had
the motel almost five years, but it proved to be too much physical
pressure for both of us. My husband was getting worse, and my health
didn't warrent coping with an 11 unit motel, with no extra help
which we could not afford

He finally, after 3 or 4 "hearings", 3 lawyers, (which I think
entirely unnecessary when the organization of NIC is there to help
the injured) was granted total disability.

We are now living iIn Winnemucca, because 1t was the only place
we could afford to buy a house. About all we recelved when we sold
the motel was the money we had involved in 1it. Of course, everyone
knows how property prices have gone up, along with everything else!

The second letter I wrote to Mr. Evans when I heard of the
intended legislation. Belleve me it 1s NECESSARY! Mr., FEvans replied
with a very understanding letter. 7T Just wWwould like everyone to
know, that I feel our treatment by the Nevada Industrial Association
has been despicable! 1I've developed an ulcer the last few years,
and I know that 1t started when I was dealing with the phone calls,
letters, and treatment we received over the period of time when we
vwere trylng to get some help., I know they were totaly unjust, and
still are -- but it's the same idea as trying to fight "City Hall"!

The mental aspect of my husband's suffering has been almost
unbearable. I watch him suffer every day, knowing nothing more can
be done, and sometimes it 1s almost more than I can bear. Then of
course, when we have to worry about the bills that pile up -- it's
worse'!

' - I've been wanting to voice my opinion for a long time on
Nevada Industrial! I certainly hope this legislation 1s passed,
as I know there must be many others that have had this same treatmentl
czincerely. ‘ _ 77

/’LK”(CLA, \)7\
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Mr#. Elizabeth Booth ‘
5013 Santo Avenue
Las Vegas, Nevada 89108
March 20, 1979

Ut

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

and

Senator Thomas Wilson, Chairman
Commerce and Labor Committee
Nevada State Legislature '
Carson City, Nevada 89710

Dear Assemblyman Banner and Senator Wilson:

Due to the increasing and high cost of living, we are in favor of
the bill to be introduced during the 1979 Session of the Nevada
State Legislature to increase benefits paid to the survivors of
fatally injured workers of Nevada and to individuals who have been
permanently and totally disabled as a result of an industrial
injury. 1

My husband is disabled as a result of an industrial injury and we

are receiving $484.99 a month from the Nevada Industrial Commission
and $398.60 from Social Security per month. Any increase in our
monthly income. from the Nevada Industrial Commission would be greatly
appreciated in view of the continually increasing cost of living and
the fact that we barely make ends meet on what we are now receiving. -

Thank you.

Very truly yours,

D DN et

ALIZABETH BOOTH

- 78
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1837 Bassler St,
No, Las Vegas, NV 89030 g '
March 19, 1979

I am writing in recgards to the bill to be introduced in the state
legislature to increase benefits paid to the survivors of
fatally injured workers of Nevada,

I am a widow of such a worker who diod in 1972. I have three
children whom I am supporting but only petting benifits for the
one under 18, The other two children arc in college and do

not receive benefits becauso thoir father died before the leg-
islation granting benefits to children still in school was passed,

support themselves, but they nced help from me algo, I recelveo
$261.30 a month from NIC which is very 1little compared to the

high cost of living, I wouldappreciate your consideration in .
passing this bill,

Iy two children in college work as much as they can to help .

Sincerely

Mrs, Eugene Duncan
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March 11, 1979
LasVegas, Nevada

Dear Sir:

As 1 am permanently disabled due to an industrial injury
September 13, 1968, I am greatly interested in benefit increases
due to high inflation. I receive $208.00 per month with the only
increase from N.I.C. in the last ten years has been $41.60 in 1975
for living in the state of Nevada. T also receive an additional
$195.30 for disability from Social Security, which will be lowered
again in July due to insurance increase.

Besides rent, lights, phone, life insurance, hospital insurance,
doctor insurance, and medicines it does not leave much for food
or other necessities.

~ As of a couple years ago I started having serious trouble
with high blood pressure, which put me in the hospital last month.
I pay between $35.00 and $57.00 per month for medicines not paid
by N.I.C. Even with insurances, which I must keep, I will have a
balance to the hospital and doctors. Also due to a vascular ac-
culsion I now must have my glasses changed. I need dental work that
has been needed for years but which will not be covered by insurances
and will cost me between $2,000.00 and $2,500.00 as I have some
loose teeth and need new upper dentures and lower dentures. I have
no money for this at all.

I can not afford the nutritious food I need. I am lucky to
keep up with hamburger, chicken, and stew. Several times I have
had to even go without medicine I need and I have to depend on my
children for clothes and other needed articles for Christmas, Birth-
day's, and Mother's Day gifts. My doctor says I need a more social
life as my only contacts are with my family. I have lost contact
with old friends as I am to ashamed to say I can not afford to even
go to lunch with them. In an emergency I always have to fall back
on my children which is hard for me to do as they all have families
of their own.

It is even hard to keep myself in tooth paste, soap, toilet
tissue, etc., which are all essentials.

. .9
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I could go on and on but I hope this letter has given you an |
insight into the hardships we must go through to make expenses from
month to month. I have to support myself to keep myself respect.

Sincerely,

Dixie Mae Atchley

117-0Orland St. #8
Las Vegas, Nevada 89107
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P.0. Box 83
Panaca, Nevada 89042
March 19, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Labor Committee Chairmen of the Nevada Legislature:

At the present time I am receiving survivor benefits for
myself and my disabled child from the Nevada Industrial
Commission. Total benefits received from the NIC is $251.30
per month,

I receive benefits from Social Security for myself and daughter
totaling $416.60 per month. It is really a struggle to make
it from one month to the next on this much income and it is
getting worse with our present inflation rate.

Is there something that can be done to help us?

< Sincerely,

P
I e BT/ b ¢ @V/WW

Donna J. Hansen
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Frank A. Dennis
337 J Street

Sparks, Nevada 89431 .

00 e A2 @L%A{i March 23, 1979
SAFPINE

<Assemblyman-James Banner. .
Labpr‘Committee«ﬂhairman {
\Névada:Statﬁ”téngTE‘ﬁre

C ]

Dear Sir:

I am writing in regards to the upcoming bill that will be introduced to
increase benefits paid to the survivors of fatally injured workers of Nevada
and to to indivi#tuals who have been permanently and totally disatled as a
result of an industrial injury.

I was injured in August of 1965 from a story and a half fall at the addition
to the Main Post Office in Reno,

As a result, I have had three surgerys on my left hip ard spent nine months
in the hospital, most of the time in a body cast. During that time N.I.C.
reimbersed me for lost wages and paid medical expenses, after which a settle-
ment was made. It was not enough but the best they world do and I had to
accept what they offered.

price increases have put our income way lower than an adequate amount to gt by.

Our home payment has risen by $30.00 a month., Utilities are higher by another
$30.00, medicine for myself and wife another $30.00, besides the higher cost .
of food and clothing which is unreasonable, and my wife continues to work to

help us gkt by and thats all we're doing.

In 1965 we were able to get by with my wife working, tut since that time, .

Supplements on Medicare and ridiculous health insurance rates absorb anything
lefltover except the worry of how we're going to pay it.

N.I.C. as it is, is working a real hardship for the totally disabled, but
still won't allow a person to supplement the income in something they can do
such as the Foster Grandparent Program, without sacrificing on N.I.C.

I strongly ask for your support of this upcoming legislature,

Sincerely yours,

//27{ = /é

FD/bg rank Dennis
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Narch 20, 1979

Asgsemblyman James Bannor
Labor Comnittee Chairmen
Nevada Stats legislature
Carson City, Nevada 89701

Senator Thomas l/ilson,Clairm
Comparce § Laboxr Committee
Novada Stato Legislature
Carson City, Nevada 29761

Dear Sirs:

I never write latters but upon receipt of a notice that there was pending
legislature regarding a benefit increase for survivors of fatally injured workers
I felt it was time to voice an opinion. Since I am also one of the survivors.

I do not feel that these benefits are judged as they are supposed to be, since

in reality they certainly do not appear to be based upon the workers income, but
arounts set arbitrarily by the State. This i{s apparently what was done in the

case of my husbands death. In my own particular case I was advised by my attorney
that the computing of the award made to me was far from being accurate based upon
his {ncome and that I had a very good case against thsz State of Nevada, should I
decide to pursue the matter. I was also advised to be prepared to spend five yeass
in court before I could expect a correct settlemcnt. By the time I decidsd I was
ready to take the necessary steps ry attorney passed away and I dropped thoe matter.

I feal that I am extremsly fortunate in that I have mafintainad good health and hold
a good job. I am very awvare that many others 2re not so fortunate. There is no
quastion that these benefits definately need to be re-evaluated and incroased.
I would hate to try and live on the amount that I recelve it would not be possiblc.

Hopefully, somthing can be done during this cession with your help.
Very truly pours,

Helen B. Fink
P.O. EBox 7563
Reno, Nevada §9510

cct Claude Evans
Executive-Sacrotary Treasuror
Nevada State A F.L.~C.I.0.
P.O., Box 2115

Carson, City,. Nevada 89701
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Las Vegas, Nv/ 89122

Claude Evans March 21,1979

Ex. Sect Tres.

P.O0O.Box 2115

Carson City, Nv., 89701

Dear Sir:

I understand there is or 1s to be a bill introduced in 1979 Nevada
legislature to increase benefits to permanently and totally disabled
claimants, due to industrial accidents, and to their survivors.

This 1is a MUST PASS bill at all costs. I was permanently and totally
disabled in 1960 while working for the city of Henderson, Neveda. At
that time becaused I had worked for a municipality over five(5) year

I forfieted my disability social security disability benefits, yet had .

not been there long enough to be covered by the p;nsion plan. I was
forced to take early retirement. The social security payments have ‘
increased to the present timetyo $181.80 . Nevada Industrial Commission
awarded me $232.00 per momth for myself and wife.,this was later increased
by $46.40. Add these up and you see this up and you can see this does

not provide very adequately for a good life in these days of increasing
inflation.

At the present time I am a terminal cancer patient and have chosen to

be treated by laetrile through Mexican Drs.,yhich neither medicae or
private insurance will cover, so through this past year I have virtually
wiped out my savings.

This 1s not a begging letter- it is a statement of facts amd must apply

to many accident claimants. If this helps at all &o pass the proposed ’

bill and obtaim these increased benefits I will be greatly pleased.

Sincere’ ours

D, 0 Na
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Reno, Nevada
March 26, 1979

Assemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Sir:

Regarding your letter received by me, Ernest K. Franklin, Pension
#3261, on total disability due to accident in April, 1971; anniv-
ersary date April 1, 1979,

In reply to your letter I have had many, many hardships in the last
8 years due to my injury both financially and physically. I have
never had an increase in money in any way, shape or form since 1971.

I receive $345.00 a month from the most disgraceful Nevada Industrial
I have ever heard of in my whole life.

Every time I was in need of medical help and was requested to travel
to Carson City I always had to finance my own transportation and was
never reimbursed.

I have been sent to numerous medical doctors via N. I. C. and in
most cases none have been permanent nor have they done me any good;
hospitals included. I am still in a great deal of pain and have
difficulty walking. This whole situation has been a very bad and
horrible experience for me. This so called N. I. C. of this State
is a meaningless situation; you have to beg and plead and fight for
whatever you get from them, which is mostlinfair. It is bad enough’
to be in constant pain without being tormented mentally by having

to fight the N. I.C. for something you should have without a hastle.
They have also advised a number of physicians to just drop the patient
or refuse to handle the case further. I have been told by two of

my doctors that I am a "medical nuisance" and have threatened to
push me out of the N. I. C. altogether. This N. I. C. needs a total
"shape up"

I know that the N. I. C. has enough money in their budget where they
could afford $30,000.00 a year to each N. I. C. patient on disability.

I have been in contact with many of the patients in the last four

years, and believe you me, they too have been pushed around and been
placed in very bad situations. I am referring to about 50 or 60 people.
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~“Assemblyman James Banner

Page 2.

My wife has been quite 1ll periodically in the last six years and
these horrible circumstances are a great deal responsible for it.

My children have also had to suffer as it is impossible to live on
this very low income. I have also almost lost my home, and still
could with inflation such as it is and no cost if living increases,

or any other increases in my disability income. The wage percentage
for morerecent disabilities has increased and so should old disability
income! It is terribly unfair and there is no other word for it.

I now have to depend on other people to take me places as I can't
afford gasoline money, and am not physcially able to walk two blocks.
The situation is getting constantly worse and when my wife is unable
to work it is a very difficult problem to cope with.

I could write a book about all I have been through but I hope this
will give you some idea of my physical condition, as well as my
financial situation.

I would like to thank you for your letter and I sincerely hope that
you as members of A.F.L., C.I.0 or union can help my very serious
situation.

Sincerely,
Ernest K. Franklin
1385 Trainer Way

Reno, Nevada 89512

CC; Claude Lvens,
Executive Secretary-Treasurer
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March 28, 1979

Asgsemblyman James Banner
Labor Committee Chairman
Nevada State Legislature
Carson City, NV 89710

Dear Assemblyman Banner:

I am permanently and totally disabled as a result of
an industrial injury.

I receive NIC benefits of $374.40 per month. As 1 have
a wife and daughter, who is in junior high school, to
support, need 1 say more about the high cost of living
during these days of high inflation. It is such a hard
struggle trying to make ends meet from one month to

the next.

Increasing benefits for individuals in my situation
would be a great help in day-to-day living expenses,

I am thanking you in advance for your assistance in
this matter.

Your Brother-in-Christ,

Emile Schneider
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TC LABOR COMMITTEE:

[ SAMUEL SURGEON, PRESENTLY ON DISABILITY (PERMANENTLY
AND TOTALLY), REQUEST YOUR HELP IN PASSING THE FOLLOWING
BILLS: AF-563 & AB489,

[ HAVE BEEN oN N.I.C. since 1971, AND ReEceIVE $249,.€0 pEr
MONTH., WITH THE PRESENT RATE OF INFLATION, YOU SHOULD BE
WELL AWARE THAT THIS INCURS MANY HARDSHIPS.

PNY HELP OR ASSISTANCE YOU CAN BE IN GETTING THESE BILLS
PASSED WILL BE GREATLY APPRECIATED BY MYSELF AND OTHERS car
IN THE SAME SITUATION.

THANKING YOU IN ADVANCE,

[ REMAIN.. ...

SANUEL SURGEON
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RECEIVEDAPR 5 1979

e Phuoc T. Hunkins
2912 W, Avalon Ave.
Las Vegas, NV 89107 ‘

e --

- Dear Sir;

It has come to my attention that a bill increasing
the benefits to the survivors of disabled and / or fatally injured
Nevada workers will be introduced in the 1979 Nevada State Legis-
lature.

While the costs of food, clothing, housing, gas,
education, and general living expenses have been spiraling up-
ward for the past four years, the benefits have remained the same.
How is a family to raise their children properly if there is not

enough money to go around,

I have been receiving approximately $413 a month
for the past four years ever since my husband was killed in July
of 1975 in the flood. Even though I do receive some money from
Social Security, it still is not enough to make a living for my
two children and me.

In these days of welfare " ripoffs " and money
going to people who do not need or deserve state or federal as-
sistance, why can not the families of workers who have been in-
Jured or killed receive fair compensation for their loss.

' I hope that you people in the legislature will take
seriously my letter and hopefully the letters of the other recipients
when the bill comes to the floor. Thank you very much for taking
the time to read my letter,

Yours truly,

%i%/f&ﬂ | .
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ﬁ' Michacel Travaglia

- 560 Marsh Avenue
. Reno, Nevada 89509
) ‘ April 2, 1979

Asscemblyman, James Banner
l.abor Committce Chairman
Nevada State Legislature
Carson City, Nevada 89710

Dear Assemblyman Banner:

Please give your utmost attention and support to the bill being
introduced during the 1979 Session of the Nevada State Legislature

to increase benefits paid to the survivors of fatally injurcd workers
of Nevada and to individuals who have been permanently and totally
disabled as a result of an industrial injury.

I personally will be effected by the bill, inthat, I am totally
disabled and have been since 1973 from an Nevada industrial accident
occuring while I was an ironworker.

As a totally and permanently injured worker, I am unable to supplement

my NIC income, as are all other permanently disabled people. Our income
is sub-standard by all comparisons and living is hard. Learning to live
with our injuries is hard without adding poverty existence. But, poverty
is a fact among all NIC recipients and we ask why? Why must industrial
mistakes be further aggrevated with sub-standard livings?

]
The average wage carncrs wages have been upgraded. Not nearly cnough, but
up graded nontheless. Not so the injured workers income! No increase
has been suggested for NIC totally and permanently injured, until now.

During the 1978 State elections, I entered the race for Asscmblyman of my
district. My sole intention being to gather public attention to the plight
of the injured. I failed to gather cnough votes, for many reasons, one
probably because 1 am unknown and many pcople are uncaring about this
particular aspect of community living. Until cach of us have been among
NIC's subjects, do we know how very bad it is!

1 appreciate all that each Assemblyman has done towards aid to the injured.
I could not have accomplished necarly as much as cach of you has done on our
behalf. This letter serves as a great thanks for your sincere effort in
addition to adding another name to your list.

Gl T b

cc: Claude Evans,
Executive Secretary-Treasurer
Nevada State ALE.L.-C.1.0.
P.O. Box 2115
Carson City, Nevada 89701
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) Exhibit M
/ - - DR 53-1213
FISCAL N O |2

»STATE AGENCY ESTIMATES

Date Prééared April 4, 1979

gency Submitting Nevada Industrial Commission’ -

Revenue and/or Fiscal Year Fiscal Year Fiscal Year
Expense Items 1978-79 1979-80 1980-81 Continuing
Total

Explanation (Use Continuation Sheets If Required)

The cost of increasing supplemental benefits from 20 to 30 percent for permanent total
pensioners with accident dates prior to April 9, 1971 and surviving beneficiaries of claimants
injured prior to July 1, 1973 amounts to 31,121,405,

This amount represents the present value of the lifetime supplemental benefit assuming
an average annual return of 4 1/2 percent on the invested undisbursed balance of the benefit.

The funding of this benefit is by approoriation to the Silicosis and Disabled Pension
Fund.

Local Government Impact YES / / NO /7
(Attach Explanation)

Signature
—John R. Revser
Title . Chairman

© DEPARTMENT OF ADMINISTRATION COMMENTS Date
Signature
Title

LOCAL GOVERNMENT FISCAL IMPACT Date

(Legislative Counsel Bureau Use Only)

Signature___ 44 QQ

Title

-3 (Revised 7-5-~78)
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S.B.3

SENATB BILL NO 3——SENATOR HERNSTADT
: - JANUARY 15, 1979

3 S AR S 5 i

Referred to Comxmttee on Commerce and Labor

SUMMARY—-Provndes for transiuon of workmens compensauon insurance from
Nevada industrial commission to prxvate msurance camers and self- msured;

employers. (BDR 53:189) ,
FISCAL NOTE: Eﬁect on I.ocal Govemment No B
Eﬂecl on the State or on Industnal Insnrancc' Yes -

EXPLANATION—Matter in italics is new; matter in brackets [ ] is material to be omitted.

AN ACT relating to mduntrlal insurance; prov:dlng for the transntlon of mdustnal.‘
insurance from the Nevada industrial commission to private insurance carriers -

and self-insured employers; establishing a method for determining the admin-

istrative costs chargeable to msuranee carriers and self-insured employers; =
‘establishing the industrial commission’s administrative account; provndmg pen-

; lltms, and provxdmg other matters: properly relatmg there(o ’

The Pcople of the Stafe of Nevada, represemed in Senate and Assembly,. g

do enact as follows

, SECTION l Chapter 616 of NRS is hereby amended by addmg
thereto the provisions set forth as sections 2 to 13, inclusive, of this act.

. SEC.2. “Insurance carrier” means an insurance company which is-
§ ‘approved by the commissioner of insurance to wnte mdustnal and occu-,.
" pational disease insurance in this state. i

SEc. 3. 1. Except as otherwise provkded in NRS 61 6. 395 a polu:y

of insurance providing coverage against liability arising under this chapter .
- or chapter 617 of NRS must nor be xssued for less than the full liabu‘xty, £
< of the employer insured. i
2. Every policy of msurance provldmg coverage agamst lcabxlxty ;
- ‘arising under this chapter or chapter 617 of NRS must contain provisions
- specifying, as between the msurance carrier and the employee or the
- employee’s dependents that: 5

(a) Notice or knowledge of z‘he occurence of an m]ury or death to an‘ ;
- employee by the msured shall be deemed *to be notzce or knowledge tor
o rhemer, 50

(b) If the msumd become.v insohfent or is di&cha‘ged in bankruptcyv
during the time the liability policy is in operation, if any compensation is.
due and unpaid, or if execution upon a judgment for compensation is
remmed unsatisﬁed an m]ured employee or Ius dependentx may enforce~

Original bill is 44 pages long.
Contact the Research Library for

a copy of the complete bill.”
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(REPRINIEDWTTH ADOPTED AMENDMENTS) e
£ " FIRST REPRINT : A.B. 84

ASSEMBLY BILL NO. 84——COMMITTEE ON
LABOR AND MANAGEMENT

JANUARY 17, 1979

Referred to Commxttee on Labor and Managemeut

SUMMARY—Penmts self-msurance of workmen’s compensation nsks, modxﬂes
- - administrative procedures. . (BDR 53-117) 3!

: FISCAL NOTE: . Efféct on Local Government: No.
: _ Effect on the State or on Industrial Insurance: Yes.:

EXPLANATION—Matter in ifalies is new; matter in brackets [. ] is materjal to be omitted.

’AN ACT relal:mg to mdustnal insurance; pemuttmg seif-msurance agamst llabmty
for industrial accidents and occupational diseases; providing for administrative -

- hearings and appeals; establnshmg a retroactive benefit account; providing for
a review of proposed rate changes, and provxdmg other matters pmperly
i relating thereto

‘ The People of the»State of Nevada, represented in Senate and Assembly,

b pok ok kb = NE P
e CODO i ©WE A UTH GO DO =

5

B [ ol ronl el
u'gwm«ld}

do enact a.s' jollows'

t

s Chapter 616 of NRS is hereby amended by addmg

thereto the provxslons set forth as sect1ons 2 to' 20, inclusive, of thts

act. -
SEC. 2. “Self-msured employer ‘means any employer who paSsesses

a certzﬁcatzon from the commissioner of insurance that he ‘has the
- financial capability to assume the responsibility for the paymem of com-
pensation under this chapter or chapter 617 of NRS. &
©.8Ec. 3. 1. An emplover who is certified as a self—msured emplayer
'4dtrectly assumes the responsibility for providing compensatton due his

employees and their beneficiaries under chapter 616 of NRS.
2. A self-insured employer is not required to pay the premiums

reqmred of other employers but is relieved from other lzabzlzty for per-

sonal injury to the extent as are other employers.
3. The claims of employees and their beneficiaries resultmg from
injuries while in the employment. of self-insured employers must -be

handled in the manner provided by- this chapter, and the self-insured
employer is subject to the regulatzons of the commissioner of . insurance
- with respect thereto. '

4, . The security deposited pursuant to section 4 of this act does not

: ’relteve that employer from responsibility for the admzmstratton of clazms‘ :
- and payment of compensation under- this chapter.

Original bill is 25 pages long. -
Contact the Research Library for
a copy of the complete bill.
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ASSEMBLY BILL NO. 84—COMMITTEE ON LABOR AND
MANAGEMENT

JANUARY 17, 1979
—————
Referred to Committee on Labor and Management

SUMMARY—Permits self-insurance of workmen's compensation risks; modifies

administrative procedures. (BDR 53-117)
FISCAL NOTE; Effect on Local Government: No.
Effect on the State or on Industrial Insurance: Yes.

; -~ _
EXPLANATION—Matter in ifalics is new; matter in brackets [ ] is material to be omitted.

AN ACT relating to industrial insurance; permitting :lf-mmnnee against lnbnlxty
for industrial

accidents and occupational diseases; providing for
hearings and appeals; establishing a retroactive benefit account; providing for
a review of pruposed rate changes; and providing other matteru properly

rehtmg

The Pwple of the State of Nevada, represented in Senate and Assembly, ‘

enactas follows:
SECTION 1. Chapter 616 of NRS is hereby amended by addmg

thereto the provisions set forth as sections 2 to 20, inclusive, of this

act.

Sec. 2. “Self-insured employef’ means any employer who possesses .
a certification from the commissioner of insurance that he has the
financial capability to assume the responsibility for the payment of com-
pensation under this chapter or chapter 617 of NRS.

Sec.3. 1. An employer who is certified as a self-insured employer
directly assumes the responsibility for providing compensation due hzs
employees and their beneﬁcmrzes under chapter 616 of NRS.

2. A self-insured employer is not required to pay the contributions
‘required of other employers by NRS 616.400.

3. The claims of employees and their beneficiaries resulting from .
injuries while in the employment of self-insured employers must be
handled in the manner provided by this chapter, and the self-insured -

ehnzloyer is subject to the regulations of the commission with respect
thereto.

4. The security deposited pursuant to section 4 of this act does not
relieve that employer from responsibility for the administration of clazms

" and: paymen: of compensation under this chapter.

Snc 1. An employer may qualzfy as a self-msured employer by

‘Original bill is_25 pages long.
Contact the Research Library for
a copy of the complete hill.

s bt T 4 0


dmayabb
Typewritten Text
25

dmayabb
bill in library


pedﬂam»wwu.

, FIRST REPRINT A.B. 470

ASSEMBLY BILL NO. 470—ASSEMBLYMEN
-GETTO AND DINI

- FEBRUARY 27, 1979

e e et
‘Referred to Committee on Government Affairs

s SUMMARY—vaxdes industrial insurance covera ge paid firemen injured
" while performing certain voluntary services off (BDR 53-1210)

; . FISCAL NOTE: Effect on Local Goverumem No.
g : Effect on the State or on Industrial Insurance: Yes.

-

EXPLANATION—Matte in italics is néw; matter in brackets [ ] is material to be omitted.

AN’ ACI‘ relatmg to industrial insurance; providing coverage for paid ﬁmnen

parform;xéi certain voluntary sennoea off duty. and providing =~
5, o manersproperiy ting thereto.

. The People of the State of Nevada, represented in Senate ol As.sembly, g

doenactasfoaaws. N

“thereto a new section which shall read as follows:

department, while engaged off duty in the voluntary performance of serv-
ices as a fireman within the jurisdiction served by his department or a

entitled to receive the benefits provided by this chapter as though he were
an employee receiving the wage winch he rece;ves from his regular
employer. : , , Rt

®

SECTION 1. ~Chapter 616 of NRS is hereby amended by adding
A fireman who is employed by a regular organized and recognized fire L

jurisdiction with which his department has a reciprocal agreement, is

Ak Fad
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FIRST REPRINT S. B. 410
SENATE BILL NO. 410—SENATOR KEITH ASHWORTH
. (by request)
MaArcH 30, 1979
S e b

Referred to Committee on Commerce and Labor
SUMM ARY—Clarifies certain provisions of Public
Accountancy Law. (BDR 54-1831)

FISCAL NOTE: Effect on Local Government: No.
Effect on the State or on Industrial Insurance: No.

-

Exruuamu—ugtmhuaumkm;mhm[ ] is material to be omitted.

AN ACT relating to the Public Accountancy Law; clarifying provisions relating to
membership on the Nevada state board of accountancy, to the registration
of corporations and partnerships, and o the ?uahﬁcauons of applicants for
certification; and providing other matters properly relating thereto.

The People of the State of Nevada, represented in Senate and Assembly,
do enact as follows:

SecTION 1. NRS 628.045 is hereby amended to read as follows: -
628.045. 1. The governor shall appoint [:

5 (a) Five memb..rs who are certified public accountants in the State of
evada.

(b) Two members who are registered public accountants in the State

of Nevada.
2. On and after April 1, 1978, the board shall consist of] six mem-

bers who are certified pubhc accountants in the State of Nevada and one

member who is a reg'stered public accountant [.] in the State of Nevada.
2. Whene.er the total number of practicing public accountants

stered is 10 or [less,] fewer, the board shall consist of six certified

ublic accountant members and the registered public accountant mem-
..r until his term of office expires. Thereafter, the board shall consist of
seven membzrs who are certified public accountants.
4.] 3. No person may bz appointed to the board unless he is:
a) Engaged in active practice as a cerhﬁed pubhc accountant or reg-

-~ istered public accountant; and

- (b) A resident of the State of Nevada. :
1&5 .] 4. If there are no public accountants who are eligible and
ng to serve as membors of the baard a cemﬁed _public accountant
may be appomted to fill a vacancy .

7

 Original bill is_5 . pages long.
-~ Contact the Research L.ibrary for -
a copy of the complete bill. ~
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