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Talking Points — Collectively Bargained Workers Compensation

1. Primary Objectives:

® Improve the delivery of medical benefits to worker injured on the

job through the cooperative efforts of labor, management, and
insurance carriers.

Reduce loss-time injury days and return workers back to work
sooner.

Avoid unnecessary medical costs by establishing better medical
networks and selecting occupational specialist.

Reduce workers compensation costs to employers by avoiding
unnecessary frictional costs through cooperative efforts of all parties.

2. Important CBWC Program Clarifications to Remember:

These programs are “volumtary” and no employer is required to
participate.

These programs do not remove or diminish any benefits to injured
workers provided by state statutes.

These programs are available to industries that are subject to
collective bargaining agrecments.

3. Mandate to Improve the Delivery of Medical Benefits to Injured Workers

Labor and management representatives designate specific medical
networkers to provide the best medical care.

Labor and management representatives designate a list of board
certified occupational specialist to treat special cases.

Labor and management representatives designate a list of qualified
medical examiners to review certain cases and render opinions.

The use of an independent case nurse manager provides medical
assistance and assurance to injured workers during the claim
process.
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4. Dispute Resolution Process Aids Workers and Helps Prevent Unnecessary
Friction Costs

e Labor and management representatives designate an independent
ombudsman (union program representative) that is available to
assist injured workers.

o Injured workers can contact the union program representative to
help answer any questions.

e Resolution of claims disputes through a special medication and
arbitration process that uses mediators and arbitrators selected by
labor and management representatives.

5. CBWC Prosrams Are Supported by Major Insurance Carriers

Zurich Insurance

Chartis Insurance (formerly AIG)

Old Republic Construction Program Group
Ullico

SeaBright Insurance Company

Dallas National Insurance Company

Zenith Insurance Company

California State Compensation Insurance Fund
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COLLECTIVELY BARGAINED WORKERS’ COMPENSATION LAWS

There are currently 10 states that have specific legislation permitting the use of collective
bargaining agreements to cstablish a workers’ compensation program. They are:

Maine
Massachusetts
New York
Maryland
Pennsylvania
Minnesota
Kentucky
Florida
California
Hawaii

In addition, there are some states whose workers’® compensation laws contain language
that, although it was not enacted with the intent of permitting the use of collective
bargaining agreements, almost certainly does support them. These include such states as
Missouri, Connecticut, Rhode Island and Georgia.

MODEL LEGISLATION

Since state laws differ with regard their structure and nomenclature, and each workers'
compensation system is unique in the way that it is organized, the language will have to
be customized for each state in which it will be used. Some of the variables that must be
dealt with when drafting legislation for a specific state are the following:

1. The names of the WC agency and relevant courts.

2. Statutory references

3. The question of whether the provision will apply to all industries, or construction
only.

4. The extent to which the traditional court system will be involved in the program.
For example, in Florida the program’s arbitration is virtually final with no
opportunity to appeal. In California the arbitration decision is appealable in the
same marmner as the decision of a WC judge.

5. Nomenclature for the claims process and benefit structure.

The following language provides a starting point for drafting specific legislation that will
fit within a state’s statutory structure and follow the nomenclature utilized in that state. It
represents the best of several existing statutes, in that it is relatively simple to understand
and deals with the issues that have been raised concerning previously enacted legislation.
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Basic Legislative Language

(1) Subject to the limitation stated in subsection (2), a provision that is mutually
agreed upon in any collective bargaining agreement filed with the department
between an individually self-insured employer or an insured employer having the
consent of it's workers’ compensation insurance carrier and a recognized or certified
exclusive bargaining representative establishing any or all of the following shall be
valid and binding:

(a) An alternative dispute resolution system to supplement, modify, or replace
the provisions of this chapter, which may include, but is not limited to,
conciliation, mediation, and arbitration. The Agreement may provide that
arbitration held pursuant to this section be binding on the parties, or may
provide that it be subject to review in the same manner as a final order,
decision, or award made and filed by a workers' compensation administrative
law judge.

(b) The use of an agreed-upon list of health care providers of medical treatment
which may be the exclusive source of all medical treatment under this
chapter.

(c) The use of a limited list of physicians to conduct independent medical
examinations, which the parties may agree, shall be the exclusive source of
independent medical examiners pursuant to this chapter.

(d) The use of a case manager, patient advocate, utilization review or similar
program or combination of programs intended to improve the quality and
control the cost of medical and related treatment and care.

(e) A light-duty, modified-job, or return-to-work program,

(f) A vocational rehabilitation or retraining program utilizing an agreed list of
providers of rehabilitation services that may be the exclusive source of
providers of rehabilitation services under this chapter.

(2) Nothing in this section shall allow an agreement that diminishes the entitlement
of an employee to compensation payments for total or partial disability, vocational
rehabilitation, or medical treatment fully paid by the employer as otherwise provided
in this division; nor shall any agreement authorized by this section deny to any
employee the right to representation by counsel at all stages during the alternative
dispute resolution process. The portion of any agreement that violates this
paragraph shall be declared null and void.

ENACTING ENABLING LEGISLATION

We have been extremely fortunate in having successfully enacted legislation each time
that the effort has been made. The only exceptions have been a few instances when local
employer organizations have attempted to pass legislation on their own, without
understanding ejther the program or the process. The reason for success has been that
supporters of collectively bargained workers” compensation have always pursued
legislation as a joint labor/management goal, with support from both sides. Asaresult,
the process has, for the most part been quite simple, following this model:



1. Identify a very small group of labor and management leaders who will support the
proposal and conduct an educational session with them so that they will fully
understand exactly what it is they are supporting. It is important that these
individuals be those who are respected by the rest of the community, which makes
it much easier for the rest to follow their lead.

2. Using this leadership, secure the formal backing of the appropriate labor and
management organizations that will provide legislative support for the proposal.

3. Again utilizing this leadership, identify, meet with and educate the legislative
representatives who will actually file and pursue the legislation. Consideration
should also be given to bringing in representatives of the Governor’s office as
well, if the politics of the particular state support or require this.

4. In conjunction with the legislators and their staffs, develop the appropriate
legislative language, and the appropriate legislative strategy.

5. File the legislation.

Once the legislation is filed, we are usually at the mercy of the legislative leadership. For
this, we have to depend upon the skill of the lobbyists who work for our supporting
groups. Our major role becomes that of providing testimony and expertise to overcome

any opposition.
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Nevada Legislature Passes Bill For
Collectively Bargained Workers Compensation Programs

For Immediate Release Contact Steve Rank
Roseville, CA IMPACT Director
June 8, 2009 (916) 784-9144

On May 31, 2009, the Commerce and Labor Committee in the Nevada Senate voted 21-3
to pass legislation to permit the use of “collectively bargained workers compensation programs
(CBWC)” for Nevada employers subject io collective bargaining agreements. Despite Governor
Gibbon’s veto of the bill, labor and management representatives rallied to lobby a two-thirds
vote to override the Governor’s veto.

IMPACT Initiative. In 2008, Joe Standley, IMPACT Labor Co-Chair and Dave
McEuen, Management Co-Chair for IMPACT Region IX commissioned the IMPACT Regional
office to pursue enabling CBWC legislation in Nevada that would afford injured workers with
enhanced benefits as injured workers currently receive under the “California Ironworkers
Collectively Bargained Workers Compensation Program”. IMPACT submitted to draft
language to Assemblyman Jerry Claborn who sponsored the Nevada bill for CBWC programs.
In addition to several published reports from insurance carriers and results from the California
Program that was established in 2003, the “IMPACT Lobbying Guide to Workers
Compensation Reform” provided important information to Nevada legislators on the key
components of “collectively bargained workers compensation programs”.

Labor and Management Support. Danny Thompson, Executive Secretary of the
Nevada State AFL-CIO worked closely with Assemblyman Claborn and IMPACT to orchestrate
a labor movement accompanied by representatives of Ironworkers local 118 Reno Nevada,
Ironworkers local 416 Las Vegas, Nevada, and Ironworkers local 433, Las Vegas, Nevada.
Representatives of these locals were instrumental in the passage of this legislation by providing
testimony and lobbying the Nevada Legislature. IMPACT and Danny Costella, Business Agent
for Ironworker Local 118, lobbied Assemblyman and Senators for several weeks to educate them
on the merits of this legislation. Michkael Newington, Executive Director of the Western Steel
Council (WSC), spearheaded a letter writing campaign from employers throughout Nevada and
California to Legislators urging their support for this bill. The WSC rallied support letters
outlining the benefits of this legislation to both contractors and injured workers.

Insarance Carrier Support. IMPACT entered into an “Alliance Agreement” with
several insurance carriers to cxplore new opportunities and address issues that affect our
industry. Insurance carrier representatives accompanied IMPACT to provide supporting
testimony before the Nevada Senate on Commerce and Labor. Rae Farese and Anne Mino with
ScaBright Insurance Company, Kevir Peters with Old Republic Construction Program Group,
and Douglas Dvorak with Ullico Casualty Company provided compelling statistics to members
of the Senate Committee on Commerce and Labor on the benefits of “collectively bargained
workers compensation programs”.
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Highlights of Legislation

e Cannot diminish any benetits or reduce any entitlements to injured workers for
compensation.

e Allows for voluntary use by industries or groups subject to collective bargaining
agreements.

o Provides a process for alternative dispute resolution, including, without limitation,
mediation and arbitration, which governs disputes between employees and employers or
their insurers.

e Establish a specified list of providers of medical treatment who may be the exclusive
source of all medical treatment provided.

» Use of a specified list of medical evaluators as the exclusive source of all medical

evaluations.

o The establishment of a joint labor-management safety committee to improve safety
performance. '

e Establishment of light-duty programs and employment imposed by a physician or
chiropractor.

e A program for vocational rehabilitation utilizing a specified list of providers of vocational
rehabilitation services who may be the exclusive source of all vocational rehabilitation

services.

IMPACT in conjunction with the Western Steel Council WSC will sponsor a series of labor-
management meetings throughout Nevada provide information on this legislation and unveil our
efforts to initiate a program for signatory employers.

To obtain a complete copy of this legislation, contact Steve Rank at the IMPACT Western
Region office at (916) 784-9144.
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 OFFICE MEMORANDUM

W HNNESOTA DEFARTHMENT OF
.| Lﬁaﬁﬁﬁ & iNBUETEY
A trusted resturce vtiized by
employess and employers ...

DATE: 10/31/2007

TO: Patricia Todd, Shawn Peterson

- FROM:  Brisn Zaidman

PHONE: 284-5568

' SUBJECT: Construction Collective Bargaining Agreement Claims and Cost Comparison

The workers’ compensation collective bargaining agreement '(CBA}, atzo called the Union
Construction Workers’ Compensation Program, staried handling workers” compensation elajms in

. 1997. For contractors accepted into the program, the CBA provides:

¥ safety services to help prevent injuries;

» dispuie resolution services involving facilitation, medistion and arhitrafion;

> medical care throngh an exclusive provider organization (starting in July 2004);

> apanel of neutral doctors for second opinions; and,

> vocational rehsbilitation services through a panel of newttal rehabilitation counselors.

The effectiveness ofthe CBA program can be assessed by comparing various workers’ compensation
measures with aveilable data about the construction indusiry, For this comparison, informafion fom
the CBA annual data reports for 2003 and 2004 was compared fo information from the Minnesota
Ratermalking Report end from the DL worleess® compenaai:on clajms database. (A blank CBA annual
data report form is aﬁached )

Overall, construciion employers in the CBA program, compared to all construction industry

‘emplcyers have stightly fewer claims, pay significantly lower benefits perclaim, have claims that

require vocational rehabilitation less often, and have fewer claims disputes. These results are
consistent witha shorfer average duration of indemunify benefits, in which workers are more likely to
reiur to work without requiring additional ssrvicss. The comparisons, detailed in Tables 1-3, show
that: :

The indemunity clabms rate per $1 million of payroll is about 18 percent lower among the
CBA employers (Table 1, measure 2);

The overall clairas rate per $1 million of payrollis § percentto 10 percent lower among CBA
employers (Table 1, measure 3);

Totel incutred bexaf:ﬁt costs per $100 of payroll are about 40 percent lower among CBA
employers (Table 1, measure 8);

Average benefits paid per claim are about 32 percent fo 36 percent lower among CBA
eraployers (Table 1, meamure 13}
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> Vocational rehabifitation is required haifas frequently among the CBA claims as among all
© construction-worker claims (Table 2, measure 1) : _

> Vocational rehabilitation plans for CBA claimants are about half the cost of plans among all
construction claimants (Table 2, measure 2); - '

> The CBA vocational rehabifitation plans are much more likely to regnlt in returaing injured
workers to the pre-infury employer than are all construction-industry plans (Table 2, measure

.. 3); and, : Co

> CBA slaims are much legs Likely to require dispute resolution services {Table 3, measnres 1-
4). -

Detailed resnlts and technical nofey

The DLI workers” compensation claims database does not inchads 2 flag to indicate whether a claim

-is or is not covered by the CBA. program. Therefors, direct corparisans of claims-level statistics

using the DLI claimis database is not possible. All the comparisons nvolve comparing CBA
program-level statistics reported on the CBA’s annnal dats reports with ali construction elzims,
which include the CRA claims, : o :

Tabls  shows the comparisen of claims incidence and cost. In order to create 2 com;éarisnn groupio

the CBA program, statistics for the ten largest insurance classifications represented in the CBA
program (out of a totel of 56 classifications present) were combined, The ten classiSeations acconnt
forever 70 peroent of the CBA program’s payroll (see Table 4). The MWCIA’s Ratemaking Reporis
for 2006, 2007, and 2008 were nsed to collect the first roport statistics for the policy years
corresponding to the CBA program reports for thess classifications. This also had the efect ofmore
closely matching the groups by climinating data from classifications with less tmion representaiion,

such as construetion of defached residential units,

Table 1 measures 1-3 show the rates of 2003 and 2004 claims reported per $1 million of payroil,
This is used to adjust for the difference in the size of the CBA program compzred to 2l insored
construction employers. For both claims vears, the CBA claims incidence rates are lower than the
consiruction indusiry rates. Measures 4-8 show the incurred bepefit cosfs per $100 of payroil,
Incurred benefits inchzde the benefits paid to date and the case-specific reserves, While the cosis for
medical-only cleims are the seme, indemmity claim cosis are much lower for CBA employess.
Measures 9-13 display the average incurred costs per claim. While the medical-only claim costs are
slightly higher for CRA clairos, the difference is very small. The average incurred fotal benefit cost
for inderanity claims is approximately $8,800 Iower for the CBA claims,

In Tables 2 and 3, the CBA. statistics are compared to the resulis for all constraction indemnity
claims in the DLI clatms database, Table 2 compares the use and outcome of vocational
rehabilitation benefits. Measure 1 constructs a vocational utilization rate by calculafing the ratio of
the pumber of vocational rehabilitation Plans started during the year io the number of indenmity
claims occurring during the year, While this is nota “perfectuitlization vate, the same caloulations
were performed for both the CBA and ali constriction statistics. The results show that infured
workers in the CBA program are much Jess likely to require vocational rehahilitation services.
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'I_‘ablé 2 measure 2 shows the average cost of vocational rehahilitation plans elosed during each ofthe
years, To make the closed plan comparisons more similar, the all constuction plan closures were

* limited to injuries oconming during or after 1997. The table shows that the average cost per closed

plan among the CBA claims is approximately half the cost of the plans among all construction
claims, Measures 3-5 reinforce this finding, showing that the CBA plans are more likely fo close
when the injured worker returns to the pre-injury employer, which is the least expensive type of plan
closre (see the Minnesota Workers® Compensation System Report, 2004). Additionslly, the CBA
plans are much less Ekely to close with-the worker finding a job with a different employer and are

- somswhat less likely to result in closing withowt a refum-to-work.

Table 3-shows measures of disputes and dispuie resolution activity. The percentage of claims

. Involved in disputs resolition activity is the ratio of the number of disputes filed fo the number of

indemnity claims filed during that year. Tn this medsure, the CBA claiing ars cotmted if they.nse
mediation, which is the dispate resolution service beyond facilitation, Facilitation compares to'the
phone intervention services provided by DL, although it is possible o hold informat conferences as
patt of facilitation. The CBA claims Invelved in their dispute resolution services danot file dispute
tesolution forras with DLY, so they are not included in the constraction indusiry claims statistics. The
construction industry claims are counted as requiting dispute resohstion if they have at least one of
the following forms files during the year: a cortification request, a request for assigiance, a clafin
pefition; a request for discontinnancs conference, an objection fo discontinnance, or a petition 1o
discontinue benefits. Claims with disputes in the previous year were not counted in the latter year.
Claims with injuries in 1997 and later were included. Messure 1 shoves fhat a mnch lower pertentags
of CBA indemrmity claims are involved in disputes than are the construction clafms a5 2 whole.

I is possibie that the construction industry dispuie rates are higher becauise the claims are open
longer, providing a greater opportumity for filing disputes. Therefore, measure 2 of dispute resolution
activity was calculated by Hmiting the construction iadustry clatms to those claims fled within two
yeazs of the dispuie filing year. Thus, the dispute ratio for 2003 includes the disputes filed during
2003 for injuries ocetiring in 2001, 2002, and 2003, and the dispute rafio for 2004 includes the

disputes filed during 2004 for injuries ocenrring In 2002, 2003, and 2004. While this reduces the .

construction industry dispute ratio, it remsins much ki gher thau the CBA claims® rafio.

Measures 3 and 4 ave similar to the first two measures, respectively, but the construction industry
disputes do not include clafms with only certification requests filed. In both of these measines, the
CBA claims had 2 lower dispute resalution activity ratio. ’ -
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Comparison of the Union Construction WOFI(QB‘&: Compensation Pro
Workers' Compensation Claims, Costs,

Table 1 Qiaims and Benefiis

gram {CBA) and Construction indusiry .
and Outcomes

2003 Clalms 2004 Claims
measure CBA __|Construction’|  CEA | Construction
1 |medical-only claims per million $ payrall 1.78 1.95 1.78 . 1.80
2 tindemnity claims per million § payroll 0.57 - 0.89 0.52 0.63
3 |total claims per million $ payroll - 2.35 . 2.54 2.30 2.43
4 \medical-anly costs incurred per $100 payroli - $0.13 " $0.12 $0,12 50,12
§ lindemnity claim medical costs incurred per $100 payroli $0.58 $0.90 $0.53 $0.83
& |indemnity claim indemnity costs incurred per $100 payrojl $0.,64 - $1.01 $0.47 - $0.90
7 lindemnity claim total benefit-costs inclirred per $100 payroll - $1,11 C$51.91 $1.00 $1.73
8 |fotal benefit costs Incurred per $100 payrol $1.23 $2.03 $1.12 $1.86
9 \medical costs incurred per medical-only claim & 710 $ .632 $ 700 $ 684
10|medical costs incurred per indemnlty claim £ 2,908 $12,969 $10,116 $13,169
11 [indemnity costs incurred ger indemniy clalim $ 9,562 14,817 $ 9,003 $14,238
12[total benefit costs incurred per indemnity claim 510,471 327576 .| $19,119 -$27,407
13 totai benefit costs incurred per clalm $ 5243 5 7.608 $ 4,874 $ 7,631

! Construction values based on MWGIA Ratemaking Report data for ten targe contracior classifications.




Table 2 Vocational Rehabilitation®

2003 T TTa004
measure CBA __ [Construction®]  CBA Canstriuction
1{vocational rehabilitation utiiization® ' 12% 23% 12% 26%

. 2|mean vocational rehabllitation costs per closed plan® b 2,783 % 6,032 $ 3,764 $ 6,347
3|patcentage returned to work with same employer H56% 40% 75% 41%
4|percentage returned to work with different employer- 1% 26% 0% . 26%
5| percentage-closed without return to work ' 33% 34% 15% 34% .

! Year refers fo claim and form filing year (for utilizatlon) and to year of plan closwe for the other measures.

% Construction values use construction industry Indemnity clalms In the DLI claims defabase. .

3The ratio of the number of vooational rehabliitation plans filed during the calendar year to the number of indetnnity claims with injury dates in that
calendat year. : . .

*Mean vocational rehabifitation costs adjusted to 2005 wage levels,

Table 3 Dispute resolution’

2003 ‘ 2004
measure” , : CBA _ [Construction’] GBA - | Construction
1|dispute resolution rate, all years 11.2% 23.2% 8.7% 24.3%
2|dispute resolution rate, recent years - 11.2% 18.6% 8.7% 18.2%
3|dispute resolution rate, excluding cert. requests, ail years 11.2% 22:5% 8.7% 23.7%
4|dispute resolution rate, excluding cert. requests, recentvears |~ 14.2% 18.1% B8.7% 17.9%

! Yoar refers to injury year for denlals and to year of dispute document filihg ’r‘dr dispute activity.

*The ratio of the number of unigue indemnity claims with a dispute filad during the calendar year to the number of Indemnity clakns with injury dales
in that ealendar year. The percentage in parentheses Js the dispute resolution activity imited to indernity claims incurred up to two years prior to the
disputé filing. The four measures reflect changes in countlng construction Industry disputes,

% Construction values use construction industry indemnlty c!al_ms in the DLI clalms databaée.
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- Our mission: : _ . ‘
= Eliminate the adversarial culture of workers’ compensation claim administration;

= Improve the delivery of wage-replacement and medical beneflts to injured union members; and
" Reduce the w‘:césts of insurance for union contractors, making them mniore competitive.

The structure of our dls_putfe resolution process encourages & faster return to work, or a faster clalm settlement,
reducing the amourit of time indemnity benefits are pald while waiting for a hearifig In the statutory system, While
the statutory systern szakes an average of 18 months to get to a hearing, our alternative system. can get to

-arbitration within 180, days. Significantly, 98% of disputes are resolved without arbitration, with 85% belng
resolved at or before @ Facllitation, _ '

Ciaims Experience: ' MedicalOnly LestTime - Denied Liahility Total Claims
7/1/97 th 12/31/06 6,039 2,115 338 8,492

| Dispute Reso!utﬁo;ra Experience: Eacilitations . Mediations  Arbitrations Neutral Exams
7/4/97 to 12/31/06 . 726 110 : 14 165

I - )
From July 1, 1997, through December 31, 2006, 8,492 claims were filad with participating contractors, of
which 2,115 were fjost-time accidents. Of these, only 14 claim dlsputes went to Arbitration—less than 1%!

According to tl’i'ze Minnesdta Department of Labor and Industry, approximately 3% of lost-time clalms In
the state system gl

0 to a formal hearing~~a more than three-fold increase In the litlgation rate!

;

We pronde results éhrough 'a clear system that settles claim disputeé In a falr and timety manner. This is.
most obvious by cotl"nparing the UCWCP system to the State’s statutory system. :
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MAJORITY FLOOR LEADRER

May 18, 2009

Steven L. Rank

IMPACT Director of Western Region
151 Nerth Sunrise Avenue, #1002
Roseville, California 95661-2930

Dear Mr, Rank:

Thank you for your letter stating your support of Assembly Bill 410 which proposes changes
to workers’ compensation directing the State of Nevada to recognize ceriain collective
bargaimng agreements between construction-related businesses and employee groups.
Provisions of the bill are similar to the points described in your letter. The Senate and
Assembly passed the bill and it will be forwarded to the Governor for consideration. You may

review the actions on the bill at the following Internet link:

http://www.leg . state.nv.us/75th2009/Reports/history.cfm?Document Type = 1 &BillNo =410,

Thank you expressing your concerns o me.
" Sincerely,

i
; : s T _,
g 1\ ; - 4 I[ - _--"-’
v e F R W g..._?——z*".l--— -

:': ‘}
Steven A. Horsford /
Senate Majority Leader

SAH/sg:CW94200
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Nevada

Workers Compensation Law Survives. -
Veto Against Collectively Bargained Programs
P HOENIX--Nevada's success at enacting legisia-

tion establishing collectively bargained workers
vompensation (CBWC) programs is draviing at-

tention from other states that wish to replicate the ef-

fort, a lahor-management official invelved in the cam.
paign told INA on July 31. : T

The victory of the Wgislation (Assembly Bill 41 1))
came despite a veto from Gov. Him Gibhong ®), and iz
atlvacting inlerest (TOm as far away as Alasks, the offi-
cial; Steve Rank, said, e

Rank, the Western region dirsetor for IMPACT, the
Iron Warker Management Progressive -Action Coopera-
tive Trust, told BNA the program is patterned afier Cali-

fornia's, Ile hailed the override as a combined effort of-

organized labor, business and insurance interests who
lobbied heavily on the bill's behalf. .

© The new law took effect July 1. The Deraécratic-
controlled Nevada Legislature overrode the governor's
vero en May 31 by a iwo-thirds majority in the Assem-
.bly, and by an overwhélming 13-2 vote in the stats Sen-
ate. Six GOP senators crossed the aisle and voted
against their governor in overriding the veto.

The measure initfally passed the Nevada Legislature
on votes of 30-11 in the Assembly on April 14, and by
gbi on May 12, before being sent to the governor's

esk. :

CBWE Defined. Collectively Béfgainéd workers' com-
pensation allows union contfactors and hiflding trade

unions to bargain with one another 16 design sud im -

ment theiv.own workers' compensation systam Which is
customized to meet their needs. T

Califurnia i vne of abour a dozen stares that allow
unions end employers in construction 10 negotiate alter:
natives, known as “carve ouls,” to rraditional stave-
supcrvised workers' compensation insurance, )

The program allows parties to achieve reduced work-
ers’ COMpensation insurance costs by using alternative-
dispute resoiution procedures 10 speed treamment of in-
jured workers, resolve claims more quickly, and mini-
mize litigation. - :

According to a digest provided by the Nevada Lzgis-
lative Counsel staff, such collediive bargaiping agree-
menls may include provisions which establish pro-
cesses 1or aiternative dispute resolution, lists of medical
evaluators and providers of medical treatment, joint
safety committees, programs for light-duty or modificd
Job respunsibilities and programs for vocationa) rehia-
bilitation. . '

iMPACT is the joint labor-management, nonprofit
trust formed wunder Section 302 (%) of Labor-
Management Relations (Taft-Hartley) Act. Ithag served
2 key 1ole in canrying ouf CBWCs.

_In a telephone interview with BMNA, Rank singled out
is organization's efforts, as well as those of the AFL-
€10, signatory contractors, and insurance carriers for
their lobbying on the bill's behalf.

Rank told BNA. that the governor viewed the measire

as a collective-bargaining issue when, in fact, it wasan '

ujured-worker's issue. The measure is designed o help

speed up the process for injured workers to receive the
eare and treatment they need, he said.

Governor’s Velo, Law Provisions Debailed. The gover-
nor's spokesman was upavailable. But according to a
legislature juurnal of proceedings ihe day of the over-
ride vote, Gibbons was said to veto the measure be-
cause it was giving collective agreements the power to
supersede industrial Insuratce faw, a position that sup-
porters disputed. : : :

- According 1o'a statercent from IMPACT, the new-leg-

islation: -
8 cannot diminish benefifs or reduce entitlements to
infured workers for compersation,
"B allows for voluntasy use by indusiries or groups
subjject to collective bargaining agreements, i
B provides a process for alternative dispute resoly-
tion betweert employees amd employers or their instr-
cF's, . oL
v establishes an exclusive list of medical treatment
providers, L ‘
B ywses a specified list of medical evalitors as the
exchisive source of all medical evaluations,
o gstablishes of 2 joint labor-manzgément safety
committee (0 improve safety perfarmance,
5 establishes light-duty programs and employment
imposad by a pliysician or chiropractor, and
m establishes a program for vocationa) rehabilitation
utilizing an exclusive ist of providers.

Legiclation Dates Mack to 2008. Rank told BNA, that
the effort began in 2008, when Joe Standley, IMPACT
labor co-chall, and Dave Mckven, management co-
chair, for IMPACT Region IX commissioned him to pur-
sue CBWC legislation in Névada. P

In California, an eustng CBWC program provides
injured workers enhanced henefits. IMPACT submitted
draft language for the Nevada bill based upon the Calj-
fornta model, Rank rold BIeA. .

Danhmy Thiompson, executive secrétary of the Nevada
Staite AFL-CIO, worked closely with IMPACT, accord--
ing 10 Runid o

In rddition, Bridge, Struetira] Ornamentai and Rein-
forcing Iron Workers locals were involved in the cam-
paign., They were idemtified wse fron Workers Lol
Union 118 in Reno, and Iron Workers Local Unions 416
and 433 in LasVegas, o .

By WiLam H. Caruie

Additional details on the bill can be viewed at htip://
www. leg.state. nu.us/ s Sth2009/Keports/history.cfm7ID =
798 . . A .
Florida .. , .
Roefiag Contractor Sentenced o Probation,
Restitution ih $400,000 Workers® Comp Case
j5 AMPA, Fla.~-The owaer of a South Floridd roofing
T company Was sentenced to five years probation for
using shell. companies and chéck cashing services
to.underpay workers' compensation premiums by more
than §$400,000, state officials announced July 29

(florida v. MeDonald, Fla. Cir. ..Ct, Ne.
S0200B8CF 01664 1AXKXMB, sentencing 7/24/89).
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MAR-18-2Z088 B2:894 FROM:DAN CONWAY 212 458 2888 TO: 919167849120 Priqi

AYG CoNsTRUCTION RISE MANAGEMENT, AIG STRETY
A DEVISION OF AMERIGAN INTERIA 0T, CoME ANTESS
175 WATER SreeeT
New Yors NY 10036

Danren F.Comway TER: 2124581372
FRESIDENT ) Faxs RIR-4B8-2885
February 3, 2008

Mr, Joseph J. Hunt

General President
tronworkers International
1750 New York Avenua, NW
Washington, D.C. 20008

Bear Mr, Hunt:

The congepi of voluntary Alternative Dispute Resolution (ADR) is nof new to the workers compensation
system in the United States. There have been various portions of its individual cornponhant paris successhully
implemented in many jurisdictions for the last ten plus years by insurance carriers, employers and states
thermselves.,

Return to work programs, light duly, medical b management, medical networks and agreed upon fie
handiing procedures are just a few of tha cost saving measures incorporated into any ADR program.

Within ADR, these praciices are used collectively to Improve the timing of indemnity payments to injured
workers white assuring quality, consistent heaith care through & mutually agreed medical network.
Concurrently, the empicyer has the opporiunily 1o benefit by curtailing costs and reducing experience
modification factors.

These programs are often associated with coliectively bargained Workers Compensation programs that
establish specific requirements through the cooperative efforts of labor, management, and participating
insurance carriers. | am not aware of any siate regulations that prohibit non unicn employers from instituting
an allerrative dispute program for their emplovees and themselvas.

i wollld support the use of any vehicle that reduces the ultimate cost of Workers Cempensation Insurancs to
employers as long 23 it dues not adversely sffect the utimate and primary goal of taking care of the injured
worker. Fram the vaniage point of an undenwriter, voluniary alternative dispuie resolution does exaclly that,

Fresident
AlG Construction Risk Management
and Surety
oo 3. Rank v
i2. Masucci
J. Lamberson
DFCAF

Insufances Provided by Mambar Gompasios of American Imemationat Group, fno.
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ZURICH

Apdl 20, 2009

Senator Maggie Carlton, Chair

Nevada Senate Committes on Connmerce and Labor
401 8. Cerson Street

Carson City, NV 89701-4747

RE: AB. 410; Collectively Bargained Workers Compensation Programs
Dear Senator Coxlten and Committze Mernbers:

Thark you for the oppottunity to share our perspective on collectively barpained wonkers
compensation programs and to veice sur support for passage of AB 410,

Zurigh's U, 3, insurance goonp is the foth laxgest commercial property and casualty
msuver in the United States by pross written premium and protecis hundreds of thaugands

- of U:B. employees and their employers as the nation's third largest workers cotpensation
insuzer. Zurich American Jasurance Company employs more than 10,000 people in
offices throughont the U.8. and over 50,000 worldwide. We distribate 2 wids array of
surarce products fo smell and mid-gized buginesses, farm businesses, local
Eovermments and Fortime 500 companies. Zurich is & large insrer of confractors
throughont the wotld. In the 1.5., we have beeg actively insuring contractos ginee 1995
and involved in collectively bargained progrars singe approximately 2002,

Zurich North America As an insurer; one of onr pritnary goals s 1o help return injured workers back to work

Constrution safely and efficiently while at the same time irying to reduce unnecessary costs far the -
employer. We have found that the collective bargained programs establehed in other
300 Minnesota orive  Jurisdictions have been a good velicle to achieve these poals. Theae Programs Improve

Suhe 200 the delivery of medical benefits artd 4t the same time, reducs vanecessary litigation,
Edina, MN 55435 While the medical banefits temain the same a5 under 2 move traditional prograin, thay are
closely managed to be delivered more efficiently and effectively, allowing the injured
Fhone (952) 2233600 yrorker to return to work more quickly,
Pax (952) 229-3610
WHNIURAIRLIM o have alsp found that the CEWC prograws have increased overall sefaty parformance

by adding additional focus eround safaty programs by al} pattivs. 1f menaged properly
and effertively, these efforts can redues claim frequency, thus farther reducing oversll
cost

As thegs programs are also volumary to the exgplayer, they merely provide an additions]
tool for the employer to promote safety and maintain sound risk mansgement.

We wrge your support of AB 410 and appreciate your consjdetation, If you bave any
specific questions regarding our expericoce in other jurisdictions, please feel free to
contact e,
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SeaBRIGHT

INSURANCE COMPANY

January 19, 2009
To Whom It May Concern:
By way of introduction, SeaBright Insurance Company is a specialty workers’ compensation

insurer that has a significant focus on collectively bargained workers’ compensation (CBWC) as
a particular niche. We currently write CBWC programns in five states: California, Florida,

'Hawaii, Maryland and Minnesota. As of Decemeber 31, 2008, CBWC represented 18% of our

in-force premium writings.

Tn August 2004, the California Workers® Compensation Institute published a report entitled
California Workers Compensation Alternative Dispute System: Attorney Involvement Rates and
Claim Costs, by Alex Swedlow, MHSA, and Dr. Lanra B. Gardner, MD, Ph.D., M.P.H. That
report was based upon almost 12,000 clairss, 2,200 of which were handled under the “ADR”
process and 9,500 of them under the conventional statutory process. These claims had dates of
injury between January 1, 1995 and Decembet, 2000, valued as of June 30, 2001.

The conclusions of this study indicate that overall, ADR had failed (at that time) to confirm that
carve-out programs, with their alternative dispute resolution process, provided a cost effective
solution to the expensive, highly litigious workers® compensation system. It is of importance,
however, to note that the dominant majority of claims in this study were with one carrier, the
State Compensation Insurance Fund, a California non-profit, public enterprise fund that operates
as a market of last resort and a competitive insurer.

The study did show that ADR programs are associated with significanily lower attorney
involvement and litigation rates, and that aggregate benefit payments for indemnity claims in
ADR programs were virtually identical fo similar claims from the statulory sysiem.

The study went on, however, to show that results indicated highly variable outcomes across
classes of business within the construction industry, and that, to quote from the study, “modest
levels of program participation and insufficient data collection have limited research into ADR
outcomes”, and that “a more complete analysis comparing ADR claim outcomes to traditional
statutory claim outcomes is merited”.

Our view of the study was that the findings represented more or less the experience of one
insurance carrier, that of the California State Compensation Insurance Fund and that the results
were not representative of the insurance indusiry as a whole. Secondly, results were not uniform
across the data analyzed and thus further supported the notion that savings may in fact be
produced with effective execution on the part of a specialty insurance carrier. Our experience
since the year 2000 just did not match the overall conclusion of the CWCI study, but was
consistent with the variability comments found in the report.

881 S. Parker Sireet, Suite 22¢, Orange, CA 92868
Mailing Address: P.0. Box 11027, Orange, CA 02858
Phone: 714 918 5800 Claims Fax: 714 918 5972  Fax: 714 918 5070
Website: www.sbhlc.com



In light of the results of the 2004 study by the CWCI, SeaBright Insurance Company
independently engaged the services of Axiomedics Research, Inc., and Dr. Laura B. Gardner,
MD, Ph.D., M.P.H. (who did the original CWCI study) and asked that a study be done
comparing SeaBright claims handled under “carve-outs” and SeaBright claims handled under the
conventional statutory system. The first study done by Axiomedics Research, Inc. was done for
SeaBright in 2004 and showed very promising resulis.

Early in 2006 and then again in late 2007, SeaBright Insurance Company engaged in more
independent studies by Axiomedics Research, Inc., to conduct a study of the impact of the
Collectively Bargained Workers® Compensation/ADR (CBWC) claim model on loss costs. Itis
important to note that these studies compared workers’ compensation claims handled under the
conventional statutory system by SeaBright against claims handled under collectively bargained
workers® compensation (CBWC) agrecments by SeaBright. (In other words, the study compares
SeaBright claims handling under the conventional WC system with SeaBright claims handled
under CBWC agreements). These studies showed considerable variances in loss costs The most
recent study included over 2,400 closed SeaBright claims for a seven-year period, valued as of
Tuly, 2007. Again, the comparisons shown in this study do not compare SeaBright CBWC
against industry data — the comparisons are between SeaBright conventional claim data vs.
SeaBright CBWC claim data. SeaBright is currently exploring the possibility of embarking on a
new study contrasting industry-wide claims data in California (Non-ADR) to SeaBright’s ADR
outcomes.

The most recent SeaBright study confirmed that the average litigation rate among the CBWC
Indeminty claims were more than 45% lower than claims handled under the claims handled
under the conventional statutory workers® compensation system. The key factor in arriving at
this result is the independent “third party” ombudsperson who represents the interests of all
parties involved. Of almost 2,400 “disputed” claims handled under CBWC agreements by
SeaBright over the last five years, 95% of them were resolved at the informal *ombudsperson”
Jevel with no legal intervention. Less attorney involvement translates into more of the benefits
getting into the hands of the injured worker, and into lower loss costs for union employerss.

The study also revealed that the CBWC claims can close faster than claims handled under the
conventional statutory system., In many cases, claim duration on lost time claims were 10-20%
shorter than in the statutory system.

It is our experience that injured workers get their benefits on a much timelier basis under CBWC.
As stated earlier, the key reason for this is the presence of the third party “ombudsperson” and
the time frames for problem resclution as outlined in the CBWC agrecment. The result is that
injured workers have a much less stressful experience after a work-related injury and that injured
workers receive the benefits due them on a timelier basis under a CBWC program due to the
absence of litigation.

This study showed that Average Claim Costs for claims processed by SeaBright under the
conventional statutory workers® compensation system were 14% to 26% lower than clatms costs
for non-CBWC claims handled by SeaBright. (This excludes “first aid” or “medical only”
Cases. )



SeaBright Insurance Company supports labor and management in efforts to find cooperative
means of resolving conflict and improving benefit benefit delivery for employees who are
injured on-the-job. We believe that CBWC can provide a valuable option to workers’
compensation claims handling for participating employers that delivers benefits, resolves
disputes on a timelier basis, and provides employers and employees alike a forum to resolve
issues without contentious litigation, It is our belief that with proper execution:

o Claim disputes are resolved in a non-contentious fashion causing less stress on injured
workers;
Litigation is reduced significantly offering more timely resolution of disputes;

]
e Claim costs are reduced for claims handled under CBWC agreements;
e Employees return to work on a more timely basis;
o The Collectively Bargained Workers’ Compensation solution is a win-win proposition for
both employers and labor alike,
Sincerely

] Rae Farese

Qenior Vice President — Collectively Bargained Workers® Compensation
SeaBright Insurance Company

714-918-5901

rae.farese@sbic.com





