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Minutes: HB 1162

Chairman Berg opened the hearing,

Julie Leer, General Counsel for ND Workers Compensation, testified in favor of the bill, Sce
written testimony.

Oppose:

Scbald Vetter, of CARE Organization, spoke in opposition to language regarding the seven years
only for total permanent disabilitics, What nceds to be added is temporary or partial disability
people should be included in that after seven years. There have been people in the system for 15

or more years and never get a raisc.

Chairman Berg closed the hearing




2001 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1162(8)

House Industry, Business and Labor Committee

Q Conference Commiltee

Hearing Date Feb 12, 2001

Tape Number

Side A

Side B

Meter #

X
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Committee Clerk Signature

Yl e
)

Minutes:Chairman R. Berg, Vicc~Chach. M. Lkstrom, Rep. R. Froelich, Rep. G.

froseth, Rep. R. Jensen, Rep. N. Johnson, Rep. J. Kasper, Rep. M. Klein, Rep. Koppang,

Rep. D, Lemieux, Rep. B. Pietsch, Rep. D, Ruby, Rep, D. Severson, Rep. I Thorpe,

Chairman Berg: This bill increases the disability rate. It changes (rom 10 years to 7 years and it

has a one to one point five million dollar impact on funds.

Rep M. Klein: I move a do puass,
Rep Froseth: Isecond,

15 yea, 0 nay, 0 abscnt

Carrier Rep Kelser




FISCAL NOTE

. Requested by Legislative Council
03/16/2001

Bill/Resolution No.:

Amendment to: HB 1162

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect vn agency appropriations

compared to funding levels and appropriations anticipated under current law,
1999-2001 Biennium 2001-2003 Biennium |  2003-2005 Biennium

General Fund| Other Funds (General Fund | Other Funds {General Fund|{ Other Funds

Revenues
Expenditures B
Appropriations

18. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political
subdivision,

1999-2001 Biennjum 2001-2003 Biennium 2003-20056 Bliennium
School School T School
Counties Citles Districts Countles Cities Districts Counties Cities Districts

2. Narrative: /dontify the aspects of the measure which cause fiscal impact and include any comments
relevant to your anelysis.

NORTH DAKOTA WORKERS COMPENSATION
2001 LEGISLATION
SUMMARY OF ACTUARIAL INFORMATION

BILL DESCRIPTION: Supplementary Benefit

BILL NO: HB 1162 w/ Senate Amendments

SUMMARY OF ACTUARIAL INFORMATION: North Dakota Workers Compensation, together with its
actuary, Glenn Evans of Pacitic Actuarial Consultants, has reviewed the legislation proposed in this bill in
conformance with Scection 54-03-25 of the North Dakota Century Code,

The proposed legislation changes the supplementary benefit structure to allow payment of supplementary
benefits to death benefit recipients ot permanently and totally disabled injured wotkers who have been
receiving death or disability benefits for at least seven consecutive years,

The proposed amendments clarity existing language and result in no change to the fiscal impact for the bill
as introduced.

FISCAL IMPACT: We understand that the proposed legislation will introduce two material changes to the
. current benefit structure for supplementary benefits:




. Seven-Y ear Waiting Period

The bill provides a seven-year period for establishing cligibility for supplementary benefits for permanent
total disability and death claims effective on August 1, 2006, ‘The change should not have an impact on
prospective rate levels because the current benefit structure contemplates a seven-year waiting period for
supplementary benefit claims with injury dates on or after August 1, 1999, However, reserve levels
associated with prior claims will increase. Based on assumptions consistent with those underlying the June
30, 2000 reserve review completed by Pacific Actuarial Consultants (PAC), we believe that the proposed
change will increase the Burcau's discounted liability for unpaid losses by approximately $1 million to $1.5
million.

Supplementary Benefit Structure

Supplementary benefit amounts will change in line with recommendations offered as part of the Interim
Long Term Disability Study that was completed by independent ¢laims consultants carlier this year, Two
materinl changes will be introduced to the benefit structure for workers injured on or after August 1, 2001:

« Supplementary benefits witl begin at seven years tor all PTD and death claims,

“'The formula used to estublish supplementary benetit amounts will change to match more closely actual
pre-injury wages,

We believe that the rate level impact of the change to the benefit structure will be fess than 1%, Required
reserve levels should not change because this aspect of the new benefit structure will not be applied to
claims with injury dates prior to August 1, 2001,

DATE: March 19, 2001

3. State fiscal effect detall: For information shown under state fiscal effect in 14, please:
A. Revenues: Explain the revenue amounts. Provide detarl, when appropriate, for each revenue type
and fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts, Provide detall, when sppropriate, for each
agency, line item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts, Provide detall, when appropriate, of the effect
on the blennial appropriation for each agency and fund affected and any amounts included in the
executive budget. Indicate the relationship between the amounts shown for axpenditures and

appropriations.
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Paul R. Kramer

Agency; ND Workers Compensation

hone Number:

328-3856

Date Prepared: 03/19/2001
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Bill/Resolution No.: HB 1162

Amendment {o:

1A. State fiscal effect; /dentify the state fiscal effect and the fiscal effect on agency appropr/auons compared

to funding levels and appropriations anticipated under current law.
1999-2001 Blennium 2001-2003 Blennlum | 2003-2005 Biennium

General Fund| Other Funds |General Fund| Other Funds {General Fund| Other Funds
Revenues
Expenditures
Appropriations B ]
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political
subdivision,
1999-2001 Biennium 2001-2003 Blennium 2003 20086 Biennium ‘]
School School School
Counties Citles Districts Countles Citles Districts Counties Clties Districts
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Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments relevant
your analysis,

o

NORTH DAKOTA WORKERS COMPENSATION

2001 LEGISLATION
SUMMARY OF ACTUARIAL INFORMATION

BILL DESCRIPTION: Supplementary Benefit

BILL NO: HB 1162

SUMMARY OF ACTUARIAL INFORMATION : North Dukota Workers Compensation, together with its
actunry, Glenn Evang of Pacific Actuarial Consultants, has reviewed the legislation proposed in this bill in
conformance with Scction 54-03-25 of the North Dakota Century Code,

The proposed leglslation changes the supplementary benefit structure to allow payment of suppletmentary
benefits to death benefit recipients or permanently and totally disabled injured workers who have been
recelving death or disability benefits for at least seven consecutive years,

FISCAL IMPACT: We understand that the proposed legislation wili introduce two material changes to the
“rrcnt benetit structure for supplementary benelits:




even-Year Waiting Period

¢ bill provides a seven-ycear period for establishing cligibility for supplementary benefits for permanent
total disability and death claims effective on August [, 2006, The change should not have an impact on
prospective rate levels because the curvent benetit structure contemplates a seven-year waiting period for
supplementary benetit claims with injury dates on or after August 1, 1999, However, reserve levels associated
with prior claims will increase. Based on assumptions consistent with those underlying the June 30, 2000
reserve review completed by Pacific Actuarial Consultants (PAC), we believe that the proposed change will
increase the Burcau’s discounted liability for unpaid losses by approximately $1 million to $1.5 mitlion,

Supplementary Benetit Structure
Supplementary benefit amounts will change in line with recommendations offered as part ot the Interim Long

‘Term Disability Study that was completed by independent claims consultants carlier this year. Two material
changes will be introduced to the benefit structure for workers injured on or after August 1, 2001

) Supplementary benefits will begin at seven years tor all PTD and death claims,
. The tormula used to establish supplementary benefit amounts will change to match

more closely actual pre-injury wages.,

We believe that the rate level impact of the change to the benefit structure will be less than 1%, Required
.ervc levels should not change because this aspect of the new benefit structure will not be applied to claims
BWith injury dates prior to August |, 2001,

DATE: December 27, 2000

3. State fiscal effect detall: For information shown under staete fiscal effect in 1A, please.
A. Revenues: Explain the ravenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and eny amounts included in the executive budget.

B. Expandituras: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affectad.

C. Appropriations: Explain the appropriation amounts, Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Paul R. Kramer gency: ND Workers Compensation
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Roll Call Vote #: |

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. gltchkireretrtypediitt/Reseintion-No—e

Industry, Business and Labor

1B 1163

House Committee

Subcommittee on
or
Conference Committee

Legislative Council Amendment Number

Do tdan

Action Taken
Motion Made By m KQu_m Seconded By S{Q&SDQ
Representatives Yes/| No Representatives Yes /W_(Z]
Chairman- Rick Berg v Rep. Jim Kasper v,
Vice-Chairman George Keiser v, Rep. Matthew M, Klein ey l
Rep. Mary Ekstorm v/ Rep. Myron Koppang v,
Rep. Rod Froelich v/ Rep. Doug Lemieux v,
Rep. Glen Froseth S/ Rep. Bill Pietsch v /
Rep. Roxanne Jensen "/ /] Rep. Dan Ruby Vv,
Rep. Nancy Johnson v Rep. Dale C. Severson
Rep. Elwood Thorpe

|
I

) S

Total (Yes)
Absent Q
Floor Assignment Egg P k g,; ALA,

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-25-3040

February 12, 2001 12:22 p.m. Carrier: Keiser
Insert LC:. Title:.

REPORT OF STANDING COMMITTEE

. HB 1162: Industry, Business and Labor Commitiee (Rep. Berg, Chairman) recommends
DO PASS (15 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1162 was placed

on the Eleventh order on the calendar.

(2) DESK, (3) COMM Page No. 1 HR-26-3040
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2001 SENATE STANDING COMMITTEE MINUTLS
BILL/RESOLUTION NO. HB 1162
Senate Industry, Business and Labor Committee
Q0 Conference Committee

Hearing Date March 05, 2001,

Tape Number Side A Side B  Meter#t
1 X 11710202
(March 14/01) | X 34.3 10 40.7

Committee Clerk Signature /OJZM (? @/jp/,(
i </

Minutes:
The meeting was called to order, Al committee members present, Hearing was opened on HB
1162 relating to payment of supplementary benefits for certain workers' compensation benefit
recipients; and to provide an effective date.
Bob Indvik, Vice-Chariman, ND WC Board of Directors, Provided brief description of the bill
and the Board's position, in favor,
Julie Leer, General Counsel, ND WCB, in suppott. Distributed copies of the Interim Long-term
Disability Study, written testimony and proposed amendment. Intent of the amendment is to
clarify language dealing with subsequent supplementary adjustments, Distributed copics of letter
from Timothy Effertz who has concerns about payment of death benefits, These are not being
consideted at this point and WCB does not support his views.

Representative Elwood Thorpe, District 5 on behalf of Timothy Effertz, Distributed copics of

his letter and proposed amendments,




Page 2

Senate Indusiry, Business and Labor Committee
Bill/Resolution Number HB 1162,

Hearing Date March 05, 2001,

Brent Edison: Point of clarification: 1 haven't seen the proposed amendment but just to speak
gencrally about timelines to bring death claim, Timeline for death claim (statute of limitation)
has been pretty much in the same form since 1919, amendment to change it would be substantial
change in system We basically opposc it, the further you get from the time of the ¢vent the
harder it gets to determine causation,

Chuck Peterson, GNDA. Written testimony in support of the bill attached.

Sebald Vetter, C.A.R.E. It favor of the bill.

No opposing testimony. Hearing concluded.

March 14, 2001. Tape 1-B-34.3 to 40.7

Committee reconvened. All members present. Discussion held regarding proposed amendments.
Senator Mathern: Intend of the amendment is to clarify language, make it casier to understand,
One of the injured workers pointed out to the Burcau that what they intended to say was not what
came across on papet, so this is for clarification, There was a second set of amendments
submitted by Woody Thorpe to provide supplementary death benefits and to change the effective
date. Motion to adopt Julic Leer's proposed amendment,

Senator Krebsbach: Second. Roll call vote: 7 yes; 0 no. Motion carried.

Senator Krebsbach: Motion: do pass as amended, Senator Tollefson: Scecond.

Roll call vote: 7 yes; 0 no. Motion catried. Floor assignment: Senator Mutch,




‘ PROPOSED AMENDMENTS TO 2001 HOUSE BILL NO. 1162

Page 1, line 17, replace "pay to" with "determine on an annual basis, for”

Page 1, line 18, remove "subsequent annual”
Page 1, line 19, replace "benefits” with "benefit increases”

Page 2, line 7, replace "pay to” with "determine on an annual basls, for", remove
“subsequent annual”, and replace "benefits” with "benefit increases”

Renumber accordingly
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Senator Mutch - Chairman Senator Every -
| Senator Klein - Vice Chairman Senator Mathern e
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REPORT OF STANDING COMMITTEE (410) Module No: SR-45-5639

March 15, 2001 8:06 a.m. Carrier: Mutch
Insert LC: 18225.0101 Title: .0200

REPORT OF STANDING COMMITTEE
HB 1162: Industry, Business and Labor Committee (Sen. Mutch, Chairman) recommends
AMENDMENTS AS FOLLOWS and whenh so amended, recommends DO PASS
(7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1162 was placed on the Sixth
order on the calendar.

Page 1, line 17, replace "pay to" with "determine on an annual basis, for"

Page 1, line 18, remove "subsequent annual”

Page 1, line 19, replace "benefils" with "benefil increases"

Page 2, line 7, replace "pay to" with "determine on an annual basis, for", replace "subsequent
annual" with an underscored comma, and replace "benefits” with "henefit Increases”

Renumber accordingly

(2) DEBK, (3) COMM Page No. 1 BR-46.603¢
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Fifty-seventh
Legistative Assembly
of North Dakota

House Bill No. 1162
Before the House Industry, Business, and Labor Committee
North Dakota Workers Compensation Testimony
January 24, 2001

Mr. Chalrman, Members of the Commiittee:

My name is Julie Leer. | am General Counsel for North Dakota Workers Compensation
and | am here to testify in support of 2001 House Bill No. 1162. The Workers
Compensation Board of Directors unanimously supports this bill,

During this past interim, North Dakota Workers Compensation (NDWC) conducted a
Long-Term Disability Study as mandated by 1999 Senate Bill No. 2214, | have
distributed coples of the study with my testimony. The study reviewed the advantages
and disadvantages of the current system (see Interim Long Term Disability Study,
September 11, 2000 at pages 8 —11), and found that the current system favors benefit
raciplents who were low wage earners at the time of their accident. (Page 8) The study
also found the current structure to be very easy to administer. (Page 10) The study
recognized that NDWC has established a cyclic review commiittee that assesses
whether an injured worker who has been receiving disability berefits is permanently and
totally disabled. Since parmanent and total disability is required to be eligible to receive
supplementary benefits, NDWC acknowledged the need to have a conslistent and timely
review of claims of Injured workers who have been on disabllity benefits for an extended
time. The committee reviews claims to determine whether there s a course of medical
treatment or vocational rehabilitation which may serve the needs of the worker, 3asod
on current medical and vocational Information avallable, the cyclic review commitiee
makes a recommendation on whether to declare the worker permanently and totally

disabled. (Page 10)

Of the disadvantages of the current system, perhaps the greatest is that an Injured
worker who had a higher preinjury weekly wage may not quallfy for a supplementary
beneflt or may have to wait many years before recelving a benefit Increase as opposed
to the Injured worker with a lower preinjury weekly wage. Not only Is this a potential
conuern for Injured workers receiving disabllity benefits in North Dakota, It Is also
inconsistent with the way other states surveyed in the study handle simlilar benefits. Of
the states providing a beneflt simitar to NDWC's supplementary benefit, none provided
the Increase only for lower wage earners; rather the increases are provided to all benefit
reciplents who meet the duration and type of disability eligibility requirements. (Page

18)




Based on the study resuits, three options were developed as potential changes to
NDWC's supplementary benefit structure. (Pages 18 and19) House Bill No. 1162
implements option three as set forth In the study. NDWC believes this option Is the
most fair and equitable option. Everyone who meets the duration and type of benefit
requirements will receive a supplementary benefit, however, there are two different

' levels at which benefits will increase.

Subsection 1 of section 1 of the blll provides that the initial increase for an eligible
injured worker whose weekly benefit rate is less than 60% of the state's average weekly
wage will be equal to the ratio of the injured worker's weekly benefit to the state's
average weekly wage on the date of first disability, times the state's average weekly
wage In effect at the date of the Injured worker's eligibility for supplementary benefits.

This Is better lllustrated with an example.

Worker A

Injured in September of 1989, receiving disability benefits since injury
SAWW in 1989-1990 $313

60% of SAWW (minimum benefit) $188

Preinjury Gross AWW $100

Woeekly benefit $ 84.85
‘ Ratio of 1989 benefit rate to 1989 SAWW 27

Current law: this worker becomes eligible for supplem.iitary benefits after receiving ten

years of benefits.

Supplementary benefit $177.15 per week
This Is the ditference betwean 60% of the state’s average weekly wage at the

date his eligibility for supplementary benefits begins, $262, and his weekly benefit of

$84.85,
Woekly benefit ($84.85) plus Supplementary Benefit ($177.15) = $262,

This bill: this worker would be eligible for supplementary benefits after 7 years.

Supplementary benefit $104.49 per week
This is the ratio of his weekly benefit to the 1989 SAWW (,.27) multiplied by the

SAWW at the date of his eligibility for supplementary benefits ($387).
Woekly benefit ($84.85) plus Supplemontary Benefit ($104.49) =$189.34,
Subsequent supplementary benefit increases would be equal to the percentage

change in the SAW/W each vyear.




Subsection 2 of section 1 of this bill provides that an eligible injured worker whose
weekly benefit rate is greater than or equal to sixty percent of the SAWW will receive a
supplementary benefit equal to the percentage change in the SAWW. An example of

this would be:

Worker B

Injured in September of 1989, receiving disability benefits since injury
Preinjury Gross AWW $450

Weekly Benefit $300

Current faw: even after ten years, this worker would not be eligible for supplementary
benefits because his weekly benefit is greater than 60% of the SAWW ($262).
Assuming an increase of 3.3% In the SAWW each year, this worker would be eligible for
an $8 per week supplementary benefit beginning in 2004, and annual adjustments
subsequently. Note that the first supplementary benefit for this worker is paid 15 years

after the date of injury.

This bill: this worker would be eligible for supplementary benefits after 7 years.

Supplementary benefit $ 8.70 / week
This Is the percentage increase In the SAWW for 1987 (2.9%) multiplied by the

Injured worker's weekly benefit ($300).
Weekly benefit ($300) plus supplementary benefit ($8.70) = § 308.70 / week

In 1999 Senate Bill No. 2214, the Legislative Assembly provided that the required
duratlon for eligibllity for supplementary benefits be reduced to seven years effective for
all claims for injuries occurring after July 31, 1999, Further review revealed that this

effactive date had inadvertently created a “notch” in benefit reciplents. This is
discussed In the study at page 11. To correct this “notch”, Section 2 of the bill amends
the effective date of 1999 Senate Bill No, 2214 to provide that the walting period s
effactive for all claims as of August 1, 2006, regardless of injury date. Those injured
workers for whom 1999 Senate Bill No. 2214 would first take effect will still receive the
benefit of the shortenad duration requirement of seven years. But this would also make
the shortened duration requirement effective for those workers whose Injuries occurred
In the three years immediately preceding August 1, 1889, who would otherwise be

subject to the ten year duration requirement,

Section 3 of the bill would make the new supplementary beneflt rates applicable to
claims for injuries occurring after July 31, 2001,

NDWC requests your favorable consideration of House Bill No. 1162. If there are
questions, !'ll attempt to answer them at this time. Thank you.
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BILL DESCRIPTION: Supplementary Benefit

BILL NO: HB 1162
SUMMARY OF ACTUARIAL INFORMATION: North Dukota Workers Compensation,
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together with its actuary, Glenn Evans of Pacific Acruarigl Consultants, has reviewed the
legislation proposed in this bill in conformance with Section 54-03-25 of the North Dakota

Century Code.

The proposed legislation changes the supplerpentary benefit structure to allow payment of
supplementary benefits to death benefit recipients or permanently and totally disabled
injured workers who have been receiving death or disability benefits for at least seven

consecutive years.

FISCAL IMPACT: We understand that the proposed legislation will introduce two material
changes to the current benefit structure for supplementary benefits:

Seven-Year Waiting Period

The bill provides a seven-year period for establishing eligibiiity for supplementary benefits
for permanent total disability and death claims effective on August |, 2006, The change
should not have an impact on prospective rate levels because the current benefit structure

contemplates a seven-year waiting period for supplementary benefit claims with injury dates
on or after August 1, 1999. However, reserve levels associated with prior claims will
increase. Based on assumptions consistent with those underlying the June 30, 2000 reserve

review completed by Pacific Actuarial Consultants (PAC), we believe that the proposed
change will increase the Bureau's discounted liability for unpaid losses by approximately S|

million to $1.5 million.

Supplementary Benefit Structure

Supplementary benefit amounts will change in line with recommendations offered as part of

the Interim Long Term Disability Study that was com'pletec.i by independent claims
consultants earlier this year, Two material changes will be introduced to the benefit structure

for workers injured on or after August 1, 2001:

¢ Supplementary benefits will begin at seven years for all PTD and death claims,

o The formula used to establish supplementary benefit amounts will change to match more
closely actual pre-injury wages.

We believe that the rate level impact of the change to the benefit structure will be less thai
1%. Required reserve levels should not change because this aspect of the new benefit
structure will not be applied to claims with injury dates prior to August |, 2001,

DATE: December 27, 2000

1. State fiscal effect detail: For imformation shown under stite fiseal effect in 1A, pleuse:
A. Revenues: Expluin the revenie amounts. Provide detail, when appropriate, for euch revenie (vpe

cnd fund uffected and any amonnts meluded in the exeeutive budget,

http://nodak04.smw.nd.us/ndlc/lrfnotes.nsf/FNch/‘)S | FO63IBS0232AFAS62569BDVL /(.. 1227 00
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B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriare, for each agency,
line item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriaie. of the effect
on the biennial appropriation for each agency and fund affected and uny amounts included in the
executive budget. Indicate the relationship between the amounts shown for expenditures und

appropriations.
Name: Paul R. Kramer Agency: ND Workers

_ Compensation
Phone 328-3856 Date Prepared: [172/27/2000
Number:
ATTACHMENTS ]
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North Dakota Workers Compensation

Interim Long Term Disability Study
September 11, 2000

Prepared by:

Malcolm Dodge

Professional Risk Management
2101 Webster Street, Suite 900

Ouakland, CA 94612




House Bill No. 1153, 1161, 1162 and 1260
Engrossed House Bill No. 1419, and 1469
Re-engrossed House Bill No. 1281

Fifty-Seventh Legislative Assembly
Before the Scenate Industry, Business and Labor Commniittee
March 5, 200t
Testimony Regarding Workers Compensation Legislation

Good morning Chairman Mutch, membirs of the Senate Industry, Business, and Labor
Committce:

My name is Bob Indvik, and I am the Vice-Chairman of the North Dakota Workers
Compensation Board of Directors. I am also the Chairman of the Board’s Legislative
Committee. 1 am here this morning to testify regarding the Board’s position on several picces of
legislation that will affect the state’s workers' compensation system.

In the interest of time, 1 will provide you with a brief description of the bills you will be hearing
this morning and tell you about the recommendations the Board made regarding cach of the bills,

The first is House Bill No. 1153, which the Board supports. House Bill No. 1153 does a varicty
of things. It redefines “fee schedule™. It prohibits an employer from requiring an employee to
use personal leave during periods of work-related disability. It also allows NDWC to cstablish
incentives for employers who hire previously injured workers in physically appropriate jobs.
And it makes a claimant’s social security number private and requires an employer to limit the
people who have access to its employecs’ claim files. \

The second is House Bill No. 1161, It would increase the awards given for Permanent Partial
Impairments. This bill is a result of an independent PPI study that was mandated by the 56"
Legislative Assembly. The Board agrees with the results of the study and supports the bill and
its proposed aniendment. House Bill No. 1161 would increase awards given for certain
amputations and the loss of one eye. It would also adopt the 5" Edition of the AMA Guidelines,
The proposed amendment to the bill would reduce the PPI award threshold from 16% to 11% as

recommended by the study.

House Bill No. 1162 is also supported by the Board. It changes the supplementary benefit
structure to provide for supplementary benefits to be paid to all death benefit recipients or to all
permanently and totally disabled workers who have been receiving benefits for an extended

period of time.

House Bill No. 1260 would allow an employer with a deductible policy (o keep 100% of the
recovery ih a third-party action if an injured worker and the Bureau chooses not to pursue the
third-party for recovery of damages, This bill relates to a small number of employers, and it will
not have an impact on rates or reserve levels, The Board supports House Bill No. 1260,




Re-engrossed House Bill No. 1281 would allow the Board (o set the workers’ compensation
budget on an annual basis, and requires NDWC to report to the Legistative Assembly on how its
funds were spent. The Board supports Re-engrossed House Bill No. 1281, Itisa
recommendation from our most recent performance evaluation. The Board belicves the authority
to set the workers’ compensation budget annually would allow NDWC to keep up with industry
trends, and to allow most contracted services to be brought in-house and reduce cost.

The Board supports Engrossed House Bill No. 1419, 1t allocates $150,000 to the Legislative
Council to contract with an industry expert (o conduct a study of the effects of opening the
state’s workers’ compensation system to competition. The Board has not taken a position on
whether or not competition is appropriate for North Dakota. A study of the pros and cons of
competition would be beneficial for the Board and ultimately, will help the Legislative Assembly

make an informed decision on this subject.

Finally, the Board has taken a neutral position on Engrossed House Bill No. 1469. It creates
exemptions for certain custom agriculture operations. The Board originally opposed this bill
when it was introduced, but would have supported a study on the issuc,

This concludes my testimony regarding the Board's position on the several picces of legislation
that you have before you this morning. [ would encourage you to give favorable consideration to
House Bill Numbers: 1153, 1161 with the proposed amendments, 1162, 1260, 1281, and 1419,

NDWC staff will provide you with more details about cach of the bills and its effect on the North
Dakota Workers Compensation system,




Fifty-seventh
Legislative Assembly
of North Dakota

House Bill Mo. 1162
Before the Senate Industry, Business, and Labor Committee
North Dakota Warkers Compensation Testimony
March 5, 2001

Mr. Chairman, Members of the Committee:

My name is Julie Leer. | am General Counsel for North Dakota Workers Compensation
and | am here to testify in support of 2001 House Bill No. 1162, The Workers
Compensation Board of Directors unanimously supports this biil.

During this past interim, North Dakota Workers Compensation (NDWC) conducted a
Long-Term Disability Study as mandated by 1999 Senate Bill No. 2214, | have
distributed copies of the study with my testimony. The study reviewed the advantages
and disadvantages of the current system (see Interim Long Term Disability Study,
September 11, 2000 at pages 8 —11), and found that the current system favors benefit
reciplents who were low wage earners at the time of their accident. (Page 8) The study
also found the current structure to be very easy to administer. (Page 10) The study
recognized that NDWC has established a cyclic review committee that assesses
whather an Injured worker who has been receiving digability benefits is permanently and
totally disabled. Since permanent and total disability is required to be eligible to recuive
supplementary benefits, NDWC acknowledged the need to have a consistent and timely
review of claims of injured workers who have been on disability benefits for an extended
time. The committee raviews claims to determine whether there Is a course of medical
treatment or vocational rehabilitation which may serve the needs of the worker. Based
on current medical and vocational information available, the cyclic review committee
makes a recommendation on whether to declare the worker permanently and totally

disabled. (Page 10)

Of the dlsadvantages of the current system, parhaps the greatest Is that an injured
worker who had a higher preinjury weekly wage may not quallfy for a supplementary
benefit or may have to wait many years before receiving a benefit increase ag opposed
to the Injured worker with a lower preinjury weekly wage. Not only is this a polential
cuncern for Injured workers recelving disabllity benefits In Noith Dakota, It is also
inconsistent with the way other states surveyed in the study handle similar benalits, Of
the states providing a benefit similar fo NDWC's supplementary benefit, none provided
the Increase only for lower wage earners; rather the increases are provided tn all ber ..t
reclplents who meet the duration and type of disabiliity eligibllity requirements. (Page

18)




Based on the study results, three options were developed as potential changes to
NDWC's supplementary beneflt structure. (Pages 18 and19) House Bill No. 1162
imploments option three as set forth in the study. NDWC believes this option Is the
most fair and equlitable option. Everyone who meets the duration and type of benefit
requirements will recelve a supplementary beneflt; however, there are two different
levals at which benefits will increase.

Subsection 1 of section 1 of the blll provides that the Initlal increase for an eligible
injured worker whose weekly benefit rate s less than 60% of the state's uverage weekly
wage will be equal to-the ratio of the Injured worker's weekly bensefit to the state's
average weekly wage on the date of first disability, times the state's average weekly
wage In effect at the date of the Injured worker's eligibllity for supplementary benefits.
This Is better lilustrated with an example.

Workeyr A
Injured in September of 1989, receiving disability benefits since Injury

SAWW In 1989-1990 $313
60% of SAWW (minimum benefit} $188
Preinjury Gross AWW $100
Weekly benefit $ 84.85

. Ratlo of 1989 benefit rate to 1979 SAWW 27

Current law: this worker becomes ellgible for supplementary benefits after recelving ten
years of berefits.
Supplementary benefit $177.15 per week

This Is the difference between 60% of the state’s average weekly wage at the
date his eligibllity for supplementary benefits begins, $262, and his weekly benefit of
$8...85.
Weekly benefit ($84.85) plus Supplementary Benefit ($177.15) = $262.

This bill: this worker would be sligible for supplementary bensfits after 7 years.
Supplementary benefit $104.49 per week
This is the ratlo of his weekly benefit to the 1983 SAWW (.27) multiplied by the
SAWW at the date of his eligibility for supplementary benefits ($387).
Weekly benefit ($84.85) plus Supplementary Benefit ($104.49) =$189,34,
Subsequent supplementary benefit increases would be equal to the percentage
change in the SAWW each year.

Subsection 2 of section 1 of this bill provides that an eligible injured worker whose
weekly benefit rate Is greater than or equal to sixty percent of the SAWW will receive a
supplementary benefit equal to the percentage change in the SAWW. An example of
this would be:




Worker B

Injured in Septembar of 1989, recelving disability benefits since injury
Preinjury Gross AWW $460

Weekly Benefit $300

Current law: even after ten years, this worker would not be eligible for supplementary
benefits because his weekly beneflt Is greater than 80% of the SAWW ($262),
Assuming an increase of 3.3% In the SAWW each year, this worker would be eligible for
an $8 per week supplementary benefit beginning in 2004, and annual adjustments
subsequently, Note that the first supplementary beneflt for this worker is paid 15 years

after the date of injury.

This bill: this worker would be eligible for supplementary benefits after 7 years.
Supplementary banefit $ 8.70 / week
This Is the percentage incraase In the SAWW for 1987 (2.9%) multiplied by the

Injured worker's weekly benefit ($300),
Weekly benefit ($300) plus supplementary benefit ($8.70) = $ 308.70 / week

In 1999 Senate Bill No. 2214, the Legislative Assembly provided that the required
duratlon for eligibllity for supplementary benefits ba reduced to seven years effective for
all clalms for injuries occurring after July 31, 1999. Further review revealed that this
effective date had Inadvertently created a "notch” in benefit recipients. This Is
discussed In the study at page 11. To correct this “notch”, Section 2 of the bill amends
the effective date of 1999 Senate Bill No, 2214 to provide that the walting perlod is
effective for all claims as of August 1, 2006, regardless of injury date. Those Injured
workers for whom 1999 Senate Bill No. 2214 would first take effect will still receive the
benefit of the shortened duratlon requirement of soven years, But this would also make
the shortened duration requirement effective for those workers whose injuries occurred
In the three vears Immediately preceding August 1, 1999, who would otherwise be

subject to the ten year duratlon requirement.

Section 3 of the bill would make the new supplemeniary beneflt rates applicable to
clalms for injuries occurring after July 31, 2001.

Finally, NDWC Is also requesting an amendment to clarify the language In subsections
1 and 2 of section 1 of the bill, dealing with subsequent supplementary adjustments.
The language proposed in the amendment is to clarify that supplementary benefits will
be adjusted on an annual basls to determine the amount of supplementary benefits that
will be pald to an injured worker every twenty-eight days. The language as drafted
suggested that the benefit would be pald on annual basls rather than calculated on an

annual basls,

NDWC requests your favorable consider:ation of the proposed amendments and of
House Bili No. 1162, 1 will respond to any questions at this time. Thank you.




Timothy Effertz
11600 20 Ave. SE
Minot, ND 68701-2635

Dear Attorney Leer:

| hava tried to get the House to consider an amendmant to HB 1162, but | was too late.
Repret untative Thorpe suggested that you might be willing to help me out in Senate 1BL
If it is possible. | have sent a similar request to Sanator Mathern.

| have taken the Initiative lo write a proposed amendment to HB 1162. The aim is to
cure the problem that there are no Workers compensation death benefils available to
my wife of 40 years should | precede her In death. We have had little opportunity to build
any retirement because | have been disabled since 1962, and we have lived on lass
than poverty since. | have used HB 1162, as though it were passed, as a framework,
without the markers for new or deleted text. It would simply add the sentence”
Supplementary death benefits shall be pald as though the six-year limitatlon In
subsection 65-06-168(1)(c) does not exist.” to 1999 Subsection 66-05.2-02, This

Is more employer-friendly than to change 65-05-16(1)(c), In order to avold the
adverse effect on the employer's Injury history which determines the premium,

| have further concern that the language used In HB 1162 is at least confusing as
follows: “The bureau shall pay to a claimant who recelves a supplementary benefit under
this subsection, subsequent annual supplementary benefits equal to a percentage of
that claimant's combined weekly benefit)... The bureau shall pay to that claimant
subsequent annual supplementary benefits equal to a percentage of that claimant's
combined weekly benefit. (In bold below.” That seems to provide an annual benefit
rather than a weekly supplementary benefit, and the annual beneflt Is less than what Is
usually paid for a week. | do not think that is the Intent of the Legislature, and will
certainly waste lots of resources to sort it out In court. | suggest that you offer a fix for
that too. The serlous llmits placed on the benefits to be pald to part-time and very young
workers who have not developed their potential earnings capaclty make the intent of this
blll rather dubicus. It Is not my decision to make, but at least the language needs to be
cleaned up. Woody has talked to Attorney Julie Leer about this.

| suggest the following draft amendment to any verston of HB 1162 or a "hoghouse bill"
to provide death benefits for iny wife: | hope you wilt get It Into bill form and try to get it
passed. Please let me know if you will help.

Thanks

Tim




18226.0100
Fifty-seventh

Legislative Assembly HOUSE BILIL NO, 1162 amendment

of North Dakota

infroduced by

Industry, Business and Labor Commitlee

(At the request of the Workers Compensation Bureau)

A BILL for an Act to amend and reenact section 86-06 2-02 of the North Dakota Century
Code and sections 4 and 6 of chapter 666 of the 1989 Session Laws, relaling o
payment of supplementary benefits for certain workers' compensatlon bensefit recipients;
and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:
SECTION 1, AMENDMENT, Section 656-05,2-02 of the 1999 Supplement to the North
Dakota Century Code Is amended and reenacted as follows:

65-08,2-02, Supplementary benefits - Amount.

1. A claimant whose weekly benefit rate Is less than sixty percent of the state's
average weekly wage, who Is eligible for supplomentary benefits and who Is

recelving permanent total disabllity benefits, or death benefits regardiess of the

date of death, Is entitled to receive a weekly supvlementary bensfit that, when

added to the weekly permanent total disabllity benefit or death beneflt, results in a
combined benefit of at least sixty percent of the state's average weekly wage on

July first of each year. equals the ratio of that claimant's weekly bensfit to the

state's average weekly wage on the date of the claimant's flrst disability, times the
state's average weekly wage In effact at the date eligibliity for suppizmentary

beneflts Is achleved. The bureau shall pay to a claimant who recelves a
supplementary benefit under this subsection, subsequent annual supplementary
benefits equal to a percentage of that claimant's combined weekly benefit. That
percentage Is equal to the annual percentage change In the state's average weekly
wage. For purposes of this cection, combined weekly benefit means the weekly

benefit for which the claimant Is ellgible before any applicable social security offset
plus the amount of weekly supplementary benefits for which the clalmant is eligible.

2, A claimant whose weekly beneflt rate Is greater than or equal to sixty percent of the
state's average weekly wage, who is eligible for supplementary benefils and who is
recelving permanent total disabllity benefits, or death benefits regardless of the

date of death, Is entitled to receive a weekly supplementary beneflt equal to a
percentage of that claimant's weekly benefit. That percentage Is equal lo the

annual percentage change in the state's average weekly wage. The bureau ¢hall
pay to that claimant subsequent annual supplementary benefits equal to a
percentage of that claimant's combined weekly benefit. That percentage is equal
to the annual percentage change In the state’s average weekly wape.

3. An annual recalculation of supplementary benefits may not result in a rate less

than the previous rate. If a clalm has been accepted on an aggravation basis

under section 65-05-15 and the claimant is eligible for supplementary benefits, the
claimant's supplementary benefit muut be proportionally calculated.

SECTION 2. AMENDMENT. Section 4 of chapter 556 of the 1999 Session Laws is
amended and reenacted as follows:

65-05.2-02. Supplementary benefits - Amount. A claimant who is eligible for
supplementary benefits and who Is receiving permanent total disability benefits,
or death benefits regardless of the date of death, is entitled to receive a weekly




supplementary benefit that, when added to the weekly permanent total disability
beneflt or death benefit, results In a combined beneflt of at least sixty percent of

lhe state's average weekly wage on July first of each year. Supplementary

- ay - -
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annual recalculation of supplementary benefits may not result in a rate less than
the previous rate, If a claim has been accepted on an aggravation basls under
sectlon 66-06-18 and the claimant is eligible for supplementary benefits, the
clalmant's supplementary benefit must be proportionally calculated.

ENDMENT, Sectlon 6 of chapter 556 of the 1999 Sesslon Laws is
amended and reenacted as follows:
SECTION 6. EFFECTIVE DATE. Sections 2 and 3 and the reduction In the walting
perlod In section 4 of this Act are effective for all clalms for injuries occurring after July
31, 1999, The reduction in the walting period In section 4 of this Act is effective August

1, 2008, for
all claims, regardless of the date of injury. The remainder of section 4 of this Act is

effective

August 1, 1999, for all claims regardless of the date of Injury.

SECTION 4, EFFECTIVE DATE., Section 1 of this Act Is effective for all claims for
Injurles occurring after July 31, 2001, Sectlon 2 Is effective July 31, 2001 for all

e of iniury.




Timothy Efferiz
11600 20 Ave SE
Minot, ND 68701

Dear Leglslator:

I need your help. | am a person who has been totally disabled from a work injury
In 1962. Subsection 66-05-16(1)(c) prohibits my wife of 40 years from recelving
any death benefits after | die. The reason Is that | have lived past 6 years after
my Injury date. It seems particularly cruel for the Leqislature to have abolished ali
of her rights to recovar from my employer for her very substantlal logs due to my
work injury, then not pay benefits after | die. Many spouses recelve death
benefits If thelr partners die within 6 years,

| Intended to come to testify when HB 1162 was to be heard on Monday March 6.
Instead | must go back to the hospital in Minnesota. | have asked some of the iBL
Committee members to conslder an amendment to add language that would cure
the problem without disrupting the employer history and rates. | have not heard of
any effort to get this changed. It seems reasonabile o use Supplementary
Benefits as a vehicle to provide the necessary help.

| propose that a sentence should be added to 1999 NDCC Subsection
66-06.2-02 that says “Supplementary death benefits shall be paid as though
the six-year limitation in subsection 65-05-16(1)(c) does not exist." Even if
HB 1162 would otherwise fall, the bill description would fit If you would use it for a
vehicle to help me.

It is simply not fair to leave my wife destitute after she has spent so many years
taking care of my needs as a disabled person. Common decency dictates that
she deserves death henefits even after | was so selfish as to live past 6 years
after my Injury! She is a real person who has glven a good deal of her life
mopping up the aftermath of my Injuries in lieu of an effort that should have been
made by my employer or his insurance company. My employer should provide
these minimal death benefits to her in return when she is old after | die!

Please make an effort to get this social Injustice corrected.

Thank you,

Tim




Proposed Amendments ~ HB 162
Industry, Business and Labor Committeo

Page 1 — line 2 overstrike “section” add “sections 4 and”

Page 2 - line 14 SECTION 2, AMENDMENT, Section 4 of chapter §56 of the 1999
sonsion laws is amonded and reenacted as follows:

65-05-02, Supplementary benefits — Amount, A claimant who is eligiblo for
supplementary benofits regardless of the date of death, is entitled to recoive a weokly
supplementary benoefit that, when added to the weekly pormanent total disability benefit
or death benoflt, results in a combined beneflt of at least sixty percent of the state’s

avem&c weokly wage on July first ot cach year., Supplementary death benefits shall be
seetion 65-03-16 (1) does not exist, An
annual recalculation of supplementary benefits may not result in a rate less than the
previous rate, Ifa claim has been accepted on an aggravation basis under section 65-05-
15 and tho claimant is oligible for supplementary benefits, the claimant’s supplementary

benefit must be proportionally calculated,

Renumber ztcco}dingly

Scction 4, EFFECTIVE DATE. Scction | of this Act is effective for all claims for
injuries occurring after July 31, 2001, Section 2 s effective July 31, 2001 for all

claimants regardless of the date of injury,




3-5-01 STATEMENT BY CHUCK PETERSON, REPRESENTING GNDA,
REGARDING HB 1162 WORKER'S COMPENSATION LEGISLATION,

Chairman Mutch and members of the Senate Industry, Business, and Labor
Committee. [ am Chuck Peterson, a member of GNDA, and a North Dakota

businessman, Thank you for the opportunity to provide testimony in support

of HB 1162,

The Greater North Dakota Association is the voice of business and the
principle advocate of positive change in North Dakota, As a member of
GNDA we represent over 1000 business and professional organizations from
all areas of North Dakota. GNDA is governed by a 25 member Board of

Directors elected by our membership.

I also speak for the Associated General Contractors, the North Dakota
Petroleum Council, the North Dakota Retail Petroleum Marketers
Association, the North Dakota Motor Carriers Association, the Automobile
Dealers and Implement Dealers Association, North Dakota Grocers
Association, the Bismarck-Mandan Chamber of Commerce, and the North

Dakota Hospitality Association.

We have reviewed the proposed legislation and wish to support it. We
understand that HB 1162 will change the supplementary benefit structure for
permanently and totally disabled worker or to death benefit recipients who
have been receiving benefits for at least 7 years. It will increase benefits for
both workers with a low preinjury wage and those with a high preinjury
wage. This bill will modify the increase for the worker with the lower




preinjury wage and allow the more highly paid worker to receive an increase
in benefits after 7 years. Under present law the more highly paid worker

might not receive an increaso for over 10 years.

We view the changes brought about by HB 1162 are beneficial and ask for
your support,




