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24-HOUR HEALTH CARE COVERAGE
AND WORKERS’ COMPENSATION

INTRODUCTION

The current public policy focus on health care extends to concerns regarding the cost and
implications of treating employees injured in the workplace. A number of states, including
Nevada, have implemented cost containment strategies as part of efforts to reform their
workers’ compensation systems. With few exceptions, reform proposals in other states
mirror recent enactments in Nevada. Examples of reforms recently implemented in a
number of other states include:

+ Managed care programs;

» Provisions to combat fraud;

* Medical fee schedules;

« Enhanced workplace safety; and

» Limitations on mental stress claims.

Several states have also begun consideration of hybrid systems that integrate workers’
compensation medical benefits and other traditional health care benefits supplied by
employers. These hybrid systems, often labeled “24-hour coverage” plans or “merged
care” plans, tend to obscure the differences between occupational and nonoccupational
injuries and diseases. Under 24-hour coverage plans, the roles of workers’ compensation
participants, including reguiators, are changing. Traditional relationships between
employers, injured employees, insurers, and medical providers are evolving into new
forms.

This document describes 24-hour health care coverage, discusses the potential advantages
and disadvantages associated with 24-hour coverage, highlights some of the significant
issues regarding 24-hour coverage plans, discusses evaluation of pilot projects, and
summarizes 24-hour coverage pilot projects in other states. In addition, this document
discusses the main features of the National Association of Insurance Commissioners’
(NAIC) 24-Hour Coverage Pilot Project Model Act and identifies a bill draft request for
the 1997 Legislative Session that addresses 24-hour coverage.



WORKERS’ COMPENSATION AND GROUP HEALTH INSURANCE
DIFFERENTIATED

Workers’ Compensation Insurance

Workers’ compensation insurance is specialized insurance purchased by employers to
provide medical care, disability compensation (indemmnity) payments, and rehabilitation
services for workers who are injured on the job or who contract occupational diseases in
the course of their employment. Benefits also may be provided for dependents of those
workers who are killed as a result of work-related accidents or illnesses. Workers’
compensation benefits are specified by state statutes and vary from state to state.

The amount of medical expense coverage payable under a workers’ compensation policy
is generally unlimited, except that payment is allowed only for health care treatment that
is medically necessary. Employees do not participate in the payment of medical benefits;
therefore, deductibles, copayments, or other mechanisms to share costs with employees are
not used in workers’ compensation insurance.

Payments may be made to injured employees for various levels of disabilities and the
amount of payment depends on the wage of the employee at the time of injury or illness
and on the severity and duration of the disability. Four types of disability that are
recognized under workers’ compensation laws are (1) temporary total disability,
(2) permanent total disability, (3) temporary partial disability, and (4) permanent partial
disability.

Work-related injuries usually are compensated without regard to fault. Exceptions to the
no-fault nature of workers” compensation insurance are identified later in this report under
the discussion of exclusive remedy.

Group Health Insurance

Most private health insurance in the United States is provided as group insurance, usually
covering the employees of a single employer or of multiple employers. Gther eligible
groups can purchase group health insurance contracts including fraternal organizations,
labor unions, and trade associations.

Benefits typically available under a group health pian include basic hospital-surgical-
medical benefits, catastrophic or major medical benefits, or comprehensive medical
benefits. Group health plans can also provide a variety of other coverages including dental
care, extended care facility, hearing care, home heath care, hospice care, prescription
drug, and vision care. Some employers also offer coverage to dependents of their

employees.



Some group health plans provide short-term disability income benefits. Generally, such
plans do not cover disabilities caused by occupational injuries or illnesses and are limited
to 26 weeks of benefits. Many short-term disability plans have at least a seven-day waiting
period for sickness, but they may have a shorter waiting period for disabilities caused by
nonoccupational accidents. Some group health plans also contain long-term disability
income insurance under which an employee may receive disability income benefits until
the normal retirement age.

Group health plans may be paid for entirely by the employer (noncontributory plans) or
may require the employee to share in the cost of coverage (contributory plans). In
addition, many group health plans require that employees and their covered dependents pay
deductibles and copayments.

WHAT IS 24-HOUR COVERAGE?

The general concept of 24-hour coverage is to integrate workers’ compensation and other
employee benefits, such as health care coverage and disability income benefits. There is
no single generally accepted definition of 24-hour coverage. Twenty-four-hour coverage
can be defined as the joint issuance of a workers’ compensation policy with a disability
insurance policy or other medical coverage for nonoccupational injuries and illnesses.
Another definition of 24-hour coverage is a plan that combines into a single package
coverage for work-related and nonwork-related illnesses and injuries. Some definitions
also include coverage for personal injuries suffered in automobile accidents. In an
October 1991 report entitled, “Understanding 24-Hour Coverage,” the American
Legislative Exchange Council (ALEC) stated, “At its broadest, 24-hour coverage would
ignore causation in compensating for medical care or lost wages.”

A report prepared by the Alliance of American Insurers explained that there are numerous
basic types of 24-hour coverage proposals, but provided detailed explanations of
six variations.” These six variants are summarized below:

. 24-Hour Coverage Marketing Product—This variant offers integrated management
of an employer’s workers’ compensation and group health insurance coverage.

! American Legislative Exchange Council, “Understanding 24-Hour Coverage,” The State Factor,
Vol. 17, No. 11 (October 1991).

® Bateman, Keith T. and Veldman, Cynthia I. Twenty-four Hour Coverage: An Analysis and Report
About Currenr Developments. Schaumberg, Hlinois: Alliance of American Insurers, February 1991. See
also American Legislative Exchange Council, “Understanding 24-Hour Coverage,” The State Factor, Vol. 17,
No. 11 (October 1991) and "A Progress Report on the Implementation of 24-I-Iour Coverage,” National
Association of Insurance Commissioners {September 1996).
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Under this program, an insurer agrees to coordinate the claims settlement process
so that duplicate claims under a workers’ compensation policy and a health
insurance policy are avoided. The integration process allows an insurer to utilize
the discounted provider rates secured under a health plan for workers’
compensation claims. Insurers continue to provide separate contracts to their
policyholders;

. 24-Hour Medical Coverage—This variant provides, in a single policy, medical
benefits for all of an employee’s injuries and diseases whether work-related or not.
Disability benefits are provided only for work-related injuries and diseases;

. 24-Hour Disability Coverage—This variant offers disability benefits for all of an
employee’s injuries and diseases, but medical benefits are provided for
work-related injuries and diseases only;

. 24-Hour Coverage of Accidents(Injuries)—This variant provides medical and
disability benefits for all injuries, but only work-related diseases are covered.
Diseases such as chicken pox, influenza, and mumps, are not covered under this
approach to 24-hour coverage;

. 24-Hour Coverage of Diseases—This variant provides medical and disability
benefits for all diseases, but only covers work-related injuries; and

. 24-Hour Medical and Disability Coverage—This variant is an all-inclusive approach
that provides medical and disability benefits for all diseases and injuries. This
approach is also known as “universal 24-hour coverage” or “universal disability
program,” and may be the approach envisioned by most people when they think of
24-hour coverage.

ADVANTAGES AND DISADVANTAGES OF 24-HOUR COVERAGE

As is the case with any proposal to modify an existing program, 24-hour coverage appears
to have associated with it certain advantages and disadvantages. Clearly, it is not possible
to outline all of the possible advantages and disadvantages of a 24-hour coverage program
without knowing the details of the program to be implemented. Nevertheless, following
are some of the commonly stated potential advantages and disadvantages of 24-hour
coverage programs. Some of these topics are explained in greater detail in the next section
of this report, entitled “Issues Regarding 24-Hour Coverage Programs.”



Potential Advantages of 24-Hour Coverage

Following are the most commonly cited advantages associated with 24-hour coverage
plans:

. Marketing a single 24-hour coverage product may be administratively easier and/or
more cost-effective for an insurer than marketing separate product lines for
workers’ compensation and group health;

. Certain sources of inefficiency may be eliminated through application of 24-hour
coverage. For example, an insurer who handles a 24-hour policy for an employer
could evaluate a preexisting medical history that could clarify issues in a workers’
compensation claim. An insurance company that is not both the health insurer and
the workers’ compensation insurer (a) may find it very costly to access information
that would be available to an insurer who provides both coverages under a 24-hour
coverage mechanism, or (b) might not even be aware that the condition was
preexisting;

. Double billings may be reduced or eliminated under a 24-hour coverage program.
Presumably, some health care providers bill both the workers’ compensation
insurer and the group health insurer for the same set of health care services.
Whether such acts are inadvertent or are fraudulently undertaken, they are less
likely to occur under a program of 24-hour coverage;

. Compensability determinations may be quicker and less complicated under a
24-hour coverage program, depending upon the type of program adopted;’

. Cost savings to employers may develop under a 24-hour coverage program because
the employer could have a single administrator of health benefits;

. Gaps in coverage may be reduced as employees receive health care coverage for
both occupational and nonoccupational ilinesses and diseases;

. Total health care costs could be reduced under a 24-hour coverage program if the
workers’ compensation part of the program takes on certain characteristics that are
common to most group health care programs. These characteristics include
employee deductibles and copayments, and waiting periods before coverage begins;
and

. Litigation concerning the cause of an injury or disease may be reduced.

* See discussion of the types of 24-hour coverage programs beginning on page 3.
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Potential Disadvantages and Barriers to Implementation
Possible impediments to 24-hour coverage include:

. Workers’ compensation is intended to provide workers with no-fault coverage
for illness or injury arising during the course of employment, in exchange for
relinquishing the right to sue their employers who may have caused the accident or
illness. Employers’ exclusive remedy protection might be impaired if the lines
between occupational cases and nonindustrial injuries and diseases is blurred. The
National Association of Insurance Comimissioners notes that this is not a problem
faced by the health insurance portion of a 24-hour coverage plan because the
employer typically is not obligated to provide health benefits and may not be sued
for injuries and diseases that are not work-related:*

. States could lose the ability to regulate workers’ compensation programs because
of preemption under the Employee Retirement Income Security Act of 1974
(ERISA). This federal statute governs a broad range of employer-provided benefits
including medical and disability insurance. The act creates fiduciary duties for plan
administrators, insurance brokers, trustees, upper management, and others with
regard to the way they invest and distribute money that funds a benefit plan and the
way they treat participants and beneficiaries;

. State insurance departments usually regulate health care policies while state
industrial comunissions or state workers’ compensation agencies often oversee
workers’ compensation programs. This jurisdictional split may affect dispute
resolution as well as regulatory issues;

. Smaller carriers may find it more difficult to compete in a multiple line insurance
environment, preferring to specialize in a single insurance product;

. Many group health programs have deductibles and copayments where the employee
is required to pay for some portion of his or her medical treatment. Workers’
compensation programs generally do not have deductibles® and copayments,

* “A Progress Report on the Implementation of 24-Hour Coverage,” National Association of
Insurance Commissioners (September 19963, p.3.

* 29 United States Code (U.S.C.), Section 1001, et. seq.
® An exception to this statement is the use of waiting periods in workers’ compensation programs.

For example, Nevada has a five-day waiting period before an injured employee becomes entitled to
compensation payments. Such waiting periods are also referred to as “time deductibles.”
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however, adoption of a 24-hour coverage program may lead to pressure to impose
employee paid deductibles and copayments. Such cost sharing may lead to
opposition by employees and may also raise questions regarding possible erosion
of the exclusive remedy defense;

. Total health care costs could increase under a 24-hour coverage program if the
group health care part of the program takes on certain characteristics that are
common to most workers’ compensation programs. These characteristics include
first dollar full coverage, no dollar limits on care, eligibility for a very broad range
of health care services, no exclusions for preexisting conditions,” and coverage
beginning on the first day of employment; and

. Other concerns relate to the operation of the voluntary market versus the assigned-
risk market for the workers’ compensation portion of the plan, and the relationship
of various guarantee funds, subsequent injury funds, and other special funds.

ISSUES REGARDING 24-HOUR COVERAGE PROGRAMS

Many issues that surround 24-hour coverage programs stem from the basic differences
between workers’ compensation insurance as a third-party insurance and group health as
first-party insurance.® Other issues stem from uncertainties regarding the actual operation
of such a program and how various interested parties (employees, employers, health care
providers, and insurance companies) will be affected by the new insurance environment.
Following are some of the issues involved in consideration of a 24-hour coverage program.

Applicability of the Plan

Many employers, especially small employers, do not provide group health insurance
coverage for their employees. Many of these employers are, however, required by statute
to provide workers’ compensation insurance coverage. A question could arise regarding
whether implementation of a 24-hour coverage plan should be voluntary for all employers
or if it should be mandatory for some or all employers. For example, would
implementation of a 24-hour coverage plan require employers who do not provide group
health insurance coverage for their employees to begin offering such coverage?
Twenty-four hour coverage pilot programs typically provide for voluntary participation by
employers.

7 Nevada is one of just a few states that limit coverage for preexisting conditions.
! Third-party insurance is purchased by an insured (first party) from an insurance company

" (second party) for protection against possible claims or suits brought by another person or entity {third party).
First party insurance is coverage for the insured’s personal or real property or the insured’s own person.

7
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Costs of 24-Hour Coverage

Little 1s known about the cost implications of 24-hour coverage. Pilot programs may be
a useful method of estimating potential cost savings associated with 24-hour coverage. The
research methodology associated with pilot programs (including data collection methods,
selection of control groups, how to handle claims that have not closed, and selection of
pilot participants) is an important consideration in evaluating potential cost savings.

A study conducted by the actuarial firm Milliman & Robertson, Inc., in 1993 concluded
that total savings of approximately 30 to 44 percent were associated with a “coordinated”
approach to health care services (as opposed to a “merged care” approach). The
coordinated care approach used the existing state-based systems to provide medical care
and cash benefits to injured employees but applied certain cost and quality assurance
features not present in the then existing systems such as managed care, treattnent protocols,
and restrictions on choice of physicians by injured employees. The merged care approach
combined occupational and nonoccupational medical care and included a community rating
feature for determining premiums for the medical portions of claims that Milliman &
Robertson concluded could reduce safety and increase lost time due to injury.’

Coverage Rules

Different eligibility and underwriting rules apply under workers’ compensation and group
health plans. Typically, under workers’ compensation insurance, any employee is covered
for injuries incurred in the course and scope of employment. While a few states, including
Nevada, have statutory provisions that limit coverage for preexisting conditions, many
states have no such restrictions. However, under group health plans, eligibility may be
limited by the insurance contract. For example, a group health policy may stipulate that
only employees who work 30 hours or more per week are eligible. The policy also may
impose a 30-day waiting period or deny coverage for preexisting conditions.

The recently enacted Heaith Insurance Portability and Accountability Act of 1996 also
must be considered because of its provisions that limit preexisting condition exclusions.

Employee Retirement Income Security Act
An employer is not required by ERISA to provide an employee benefit pian, but an

employer’s obligations under ERISA arise if the employer provides such a plan. The act
preempts all state laws relating to employee benefit plans, except state laws that regulate

® The Milliman & Robertson report, entitled “Workers Compensation and Healthcare Reform: An
Actuarial and Economic Anatysis of Two Proposals,” was conducted at the request of the American Insyrance
Association, 1130 Connecticut Avenue N.W., Suite 1000, Washington, D.C. -20036 (202-828-7100).
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insurance, banking, or securities. Programs providing benefits solely in compliance with
workers’ compensation statutes are specifically exempted. However, because 24-hour
coverage plans include several types of coverage, an argument might be made that
coverage falls under federal control through ERISA.

Under ERISA, an employee welfare benefit plan is defined as:

any plan, fund, or program which was heretofore or is hereafter established
or maintained by an employer or by an employee organization, or by both,
to the extent that such plan, fund, or program was established or is
maintained for the purpose of providing for its participants or their
beneficiaries, through the purchase of insurance or otherwise, (A) medical,
surgical, or hospital care or benefits, or benefits in the event of sickness,
accident, disability, death or unemployment, or vacation benefits,
apprenticeship or other training programs, or day care centers, scholarship
funds, or prepaid legal services, or (B) any benefit described in section
186(c) of this title (other than pensions on retirement or death, and
insurance to provide such pensions).'

If the benefits being provided meet the above criteria, they still may not be subject to
ERISA if they fall within an authorized exemption. The act does not apply to any
employee benefit plan if:

such plan is maintained solely for the purpose of complying with applicable
workmen’s compensation laws or unemployment compensation or disability
insurance laws."

The concern regarding whether a state may lose its ability to regulate workers’
compensation benefits under a 24-hour coverage plan stems from the term “solely” in the
ERISA exemption. Under an integrated plan, it may be difficult to argue that the “medical,
surgical or hospital care or benefits in the event of sickness, accident, disability . . .” are
provided “solely for the purpose of complying with applicable workmens’ compensation
laws.”

Exclusive Remedy

As noted above, workers’ compensation is intended to provide workers with no-fault
coverage for illness or injury arising during the course of employment. The doctrine of

29 U.S.C. Section 1002(1).

"' 29 U.5.C. Section 1003(b)(3).
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exclusive remedy is fundamental to Nevada’s workers’ compensation statutes. Omnce an
employer becomes subject to the Nevada Industrial Insurance Act, the act affords the
exclusive remedy by the employee (or his dependents) against the employer for the job-
related injury. The exclusive remedy provisions of Nevada law are included in Nevada
Revised Statutes (NRS) 616A.020. In addition, the exclusive remedy provisions were
clarified with the addition of NRS 616D.030 to the statutes in 1995. This section states
in relevant part:

No cause of action may be brought or maintained against an insurer or a
third-party administrator who violates any provision of this chapter or
chapter 616A, 616B, 616C, or 617 of NRS.

Exclusive remedy protects an employer from tort suits, including protection from punitive
damages and damages for pain and suffering, which generally result in awards that are
higher than workers’ compensation benefits.

In workers’ compensation generally, the barring of other actions against employers is part
of the quid pro quo in which the rights and obligations of employees and employers are to
some extent in balance. Under the exclusive remedy provision, employers assumed
liability without fault for injuries suffered by their workers and were relieved of the
prospect of large damage verdicts in cases where they were at fault. In addition,
employers gave up certain defenses available to them under common law in exchange for
a promise to promptly pay benefits to which injured employees are entitled. These
common law defenses included the following:

. Contributory negligence—Using this defense, an employer would have argued that
the employee was at least partially at fault and, therefore, was not entitled to as

much compensation as he was seeking.

. Fellow-servant doctrine—Using this defense, an employer would have argued that
fault for the injury to an employee rested with a coworker and not with the
employer. Under such a situation, the employer would have denied fiability for
any expenses associated with the employee’s injury.

. Doctrine of assumption of risk—Under this defense, an employer would have
argued that the employee knew and accepted the risks of employment when he
accepted the job. Therefore, according to the employer, the injured employee was
obligated to assume the known risks of being injured on the job.

Under certain circumstances, employer immunity may not apply to injuries arising out of

and in the course of employment. Possible exceptions to employers’ general immunity
from lawsuit include:
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. Injuries not covered by workers’ compensation;

. Injuries sustained by an employee of a noncomplying employer;"
. Injuries caused by the employer’s intentional act; and
. Injuries sustained while the employer and employee entered into a separate

relationship or “dual capacity” independent of their master/servant relationship.

Conditions not covered by workers’ compensation can include certain occupational
diseases. For example, in Niles v. Marine Colloids, Inc.,” the Maine Supreme Court held
that immunity did not extend to an employer whose alleged negligence resulted in a disease
which was not compensable as an occupational disease under state law.

If an employer has not complied with the coverage requirements of state law, then he has
no immunity from suit. Under NRS 616C.220, an injured employee may elect to receive
compensation from the uninsured employers’ claim fund, as well as pursue a civil action
against the noncomplying employer.

Deliberate and knowing intent cases, in which the employer actually means to harm an
employee, are generally recognized as exceptions to employer immunity. These cases
often involve physical assauits and common law tort actions are usuailly permitted. For
example, in the case of Barjesteh v. Faye’s Pub, Inc.,”* the Nevada Supreme Court ruled
that the Nevada Industrial Insurance Act did not provide an exclusive remedy where the
employer committed an intentional act against an employee by closing a refrigerator door
on her arm.

Employers who expose workers to known hazards are usually protected by the exclusive
remedy provision, and are generally held not to be subject to common law suit. The usual
justification for this view is that such injuries necessarily are work-related or that the
exception for intentional torts should be narrowly construed.

Under the “dual capacity doctrine,” an employer’s immunity does not provide protection
from common law actions by employees if, in addition to being their employer, the
company stands in a second or “dual” capacity that confers obligations unrelated to and
independent of those imposed upon it as an employer. Typical cases include alleged

A noncomplying employer is one that has not complied with the coverage requirements of the law.
In Nevada, a noncomplying emplover is referred to as an uninsured employer.

13 Niles v. Marine Colloids, Inc., Me., 249 A.2d 277 (1969).

' Barjesteh v. Faye’s Pub, Inc., 106 Nev. 120, 787 P.2d 405 (1990)-
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medical malpractice for emergency room care of an employee of the treating medical
facility, or a truck driver injured because of a blowout caused by a defective tire

manufactured by his employer.

An employer may also be liable in a tort or damages action for discharging, demoting, or
taking other punitive action in retaliation for an employee filing a workers’ compensation
claim or otherwise pursuing his rights under workers’ compensation laws. In Hansen v.
Harrah’s,” the Nevada Supreme Court held that retaliatory discharge of an employee
based upon filing of a claim for workers’ compensation is an action for which an employer

may be sued.

Exclusive remedy protection might be impaired if the line between occupational and
nonindustrial injuries and diseases is blurred, leading to greater litigation on the part of
injured employees and a return by employers to common law defenses.

Experience Rating

Experience rating is a mechanism used in workers’ compensation insurance to induce
employers to provide and maintain safe and healthful work environments for their
employees. Blending group health costs with workers’ compensation costs could weaken’
or dilute the benefits and purpose of experience rating. With a 24-hour coverage approach,
employers’ premiums might be subject to community rating. Under community rating, all
insureds in the same general geographic area are charged the same premium rate for
medical expense insurance.’® A company that has an exemplary record of controlling
losses might not have its rates adjusted to reflect its own better-than-average loss
experience as it would under a typical experience rating plan.

Some 24-hour coverage plans, however, provide for community rating only for the medical
care component of the plan. With those plans, class and experience rating is used to
establish premiums for the indemnity portion of the plan.

Insurance Pricing, Regulation, and Services

The price of workers’ compensation insurance is subject to regulatory approval of the
Commissioner of Insurance. By contrast, the price of a health insurance contract is
market-determined, and not subject to approval by the Commissioner. Services that are
provided under the workers’ compensation policy are uniform for all carriers. Services

> Hansen v. Harrah’s, 100 Nev. 60, 675 P.2d 354 (1584).

6 Haliman, G. Victor and Karen L. Hamilton, Personal Insurance: Life, Health, and Retirement
{Malvern, PA: American Institute for Chartered Property Casualty Underwriters, 1994), p. 65.
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under health insurance vary by insurance carrier, employer, and by class of employees
(part-time versus full-time, new employee versus longer term worker, and so on)."”

Litigation

Workers’ compensation involves a significant amount of litigation, whereas group health
care is relatively free of litigation. To what extent might a merger of the two programs
affect litigation? Does the fact that compensability determination is less important under
most 24-hour coverage approaches argue that less litigation will occur under merged care?
Compensability issues will arise in any case where there may be eligibility for indemnity
benefits. Also, the presence of 24-hour coverage may not affect many of the kinds of
issues over which much of the workers’ compensation litigation currently occurs. These
issues include appropriateness of treatment, the desire to change treating physicians,
whether or not the injured employee can return to work, the nature of work restrictions,
the determination that the injured employee has reached maximurm medical improvement,
and measurement of the extent of residual physical impairment.

Period of Worker Protection

Workers’ compensation insurers are liable for the costs of injuries’® and illnesses that arise
out of an occurrence in the policy year of coverage. Incurred costs for which the insurer
is responsible may extend many years into the future. Group health insurers are
responsible for the costs of treatment provided during the year of coverage. Reconciliation
of these differences wouid help ensure that a change in the insurance provider from
one vear to the next does not leave an employee without protection, or adversely affect the
ultimate liability of the employer.

EVALUATING PILOT PROJECTS
In an effort to evaluate the efficacy of 24-hour coverage programs, several states have
implemented pilot programs. Many of these pilot programs are discussed in the following

section of this document. Twao basic questions to be answered include:

1. Does 24-hour coverage reduce total costs when compared to the current dual
program arrangement?; and

'" Nevada law, however, includes several provisions that mandate certain benefits be provided under
certain circumstances. For example, NRS 689B.030 requires that each group health policy contain a
provision for benefits payable for expenses incurred for the treatment of the abuse of alcohol or drugs.

® These costs include health care, rehabilitation, and indempity costs.
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2. Does 24-hour coverage detract from quality medical care to injured employees?

These and related questions can be answered by looking at quantitative outcomes that can
be used to indicate the level of success achieved. These outcome measures could include,
but are not limited to, the following:

. Total losses (in dollars) and premiums per policy;

. Total exposure to loss measured by employment or payroll;

. Frequency of workplace injuries;

. Average cost per workplace injury;

. Indemnity (wage replacement) benefits for each workers’ compensation claim;

. Medical costs per claim;

. Duration, frequency, and types of medical services rendered;

*  Detailed information regarding hospitalization including length of stay and

per diem costs;

. Detailed information regarding litigation, inciuding a breakdown of related
expenditures; and

. Loss adjustment expenses.

From a regulatory perspective, any evaluation of 24-hour coverage should consider the
plan’s effect on insurer solvency, product pricing, and statutory compliance. That is,
premium rates under a 24-hour coverage plan must not be inadequate, excessive, or
unfairly discriminatory.

From the perspective of an employer, consideration should be given to an evaluation of
employee satisfaction with the plan, in addition to the obvious concerns regarding cost
savings and administrative efficiency.

Employees will be concerned that the plan either improves the quality of health care
received in the event of an injury or illness, or that the plan does not result in any
deterioration in the quality of health care services provided. Employee deductibles,
copayments, and other potential out-of-pocket expenses are likely to result in unfavorable
reviews from employees. In cases where indemnity payments are involved, employees also

14



may be concerned with how 24-hour coverage affects the duration of disability, work
restrictions, and the method of determining permanent impairment.

Other factors that may need to be considered in the evaluation process include coordination
of benefits, case management practices, and physician selection.

24-HOUR COVERAGE PILOT PROJECTS IN OTHER STATES

Following are descriptions of 24-hour pilot projects that have been implemented in other
states. More current information may be available since the date this report was prepared.

California

In 1992, the California Legislature enacted Assembly Bill 3757, which allows a health care
organization to provide medical treatment for both work-related and nonoccupational
injuries and ilinesses. The Research and Evaluation Unit of the Division of Workers’
Compensation, Department of Industrial Relations, is charged with administering the pilot
projects. The law, within specified parameters, gives patticipants freedom to experiment
with various innovative merged care benefit delivery systems.” The pilot projects are
limited to four designated counties where the employer contracts with a licensed health
care services plan to serve as the exclusive provider of medical, surgical, and hospital
benefits to the employees for all injuries and illnesses.

The employer is required to pay the entire insurance premium for the occupational medical
benefits. Employees cannot be assessed deductible amounts or copayments. Dependent
coverage must be made available, however, the employer is not required to pay the
premiums for such coverage. The employer, through the health care services plan, is
allowed to direct the employee to a participating physician, as long as adequate care is
provided.

The first pilot program established under that law was offered by Kaiser Permanente of
San Diego County on June 1, 1994. The program, called Kaiser On-the-Job, offers the
following features:

. Continuity of Care—While a worker gives up his right to predesignate a personal
Kaiser physician, the injured worker’s personal physician is brought in as part of
the occupational injury treatment team.

¥ Section 4612 of the California Labor Code is included in this report as Appendix A.
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. Convenience—~The Kaiser 24-hour merged care plan provides, with some
exceptions, one-stop treatment services for all work and nonwork injuries and
illnesses.

. Occupational Medicine Expertise—Kaiser's San Diego Medical Center features an
Occupational Medicine Department that specializes in the treatment of industrial
injuries. It works with an injured worker’s employer to bring the worker back to
the job as soon as possible, often in light duty or a modified work assignment.

Because Kaiser’s group medical plan does not offer all medical services authorized under
California’s workers’ compensation law, the health maintenance organization (HMO) has
contracts with outside providers for such services as chiropractic, acupuncture, and
long-term skilled nursing. These extended health care services are available only to plan
enrollees with work-related injuries or illnesses.

Twelve employers currently are participating in the Kaiser On-the-Job pilot project in
San Diego County. Included in the project are three public sector employers and
eight private businesses. The public sector employers are the County of San Diego,
Padre Dam Municipal Water District, and San Diego Community College District. Five of
the private sector employers are insured by the State Compensation Insurance Fund, whilé
the other three are self-insured.

In 1993, the California Legislature amended the pilot project enabling legislation with
enactment of Assembly Bill 1692. This bill amends evaluation specifications, allows the
Division of Workers’ Compensation to seek outside grants to fund evaluation aspects of
the pilot projects, changes reporting requirements for final evaluation of the projects, and
exempts from compliance with California’s minimum rate law for workers’ compensation
rates, subject to approval of the Insurance Department.

In January 1995, three more pilot projects were approved by the Division of Workers’
Compensation. They are:

. “The 24 Hour Care Alliance.” An alliance between Sharp HealthCare and
TIG Insurance Company has developed a 24-hour care product sold primarily to
small employers in San Diego;

. Kaiser Permanente’s Northern California region. This pilot project includes both
public and private sector employees in Sacramento and Santa Clara Counties. A
Santa Clara County fruit packing company and a Sacramento County automobile
dealership were the pilot’s first enrollees. Six other employers, including the State
of California are enrolling employees in this pilot; and
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. Maxicare Life and Health Insurance Company. Maxicare has established a network
of doctors and medical groups in Los Angeles County whose workers are trained
in both occupational and nonoccupational medicine. Patients visit the same primary
care physician for all types of injuries, a feature which is unique to the Maxicare
pilot. In other pilots, an employee may be required to see a physician who
specializes in occupational medicine for work-related imjuries.

All four pilot projects vary in details, but one common factor is that they all allow
employers to direct injured workers’ health care for up to 365 days after an injury. Kaiser
On-the-Job explicitly advises employee enrollees that neither Kaiser nor the employer will
pay for treatment sought outside the plan. In addition, by law, all the plans are voluntary
for employees. Participating employers must offer traditional group health insurance and
workers’ compensation coverage in addition to the experimental plans.

These four pilot projects are scheduled to terminate on December 31, 1997, followed by
a report to the California Legislature regarding the efficacy of 24-hour, merged, managed
care health insurance. If the report shows the pilot projects to be successful, supporters
of merged care are likely to seek to expand the program statewide. The Research and
Evaluation Unit is working on evaluation criteria for the pilots. The final report to the
California Legislature is due in December 1998. '

Further information regarding the California pilot project may be obtained from
Glenn Shor, Ph.D., Acting Research Manager, Research and Evaluation Unit, Division
of Workers’ Compensation (415-975-0750).

Florida

Section 440.135 of Florida Statutes authorizes the establishment of one or more 24-hour
pilot projects.® The purpose of the pilot projects is to determine whether the total cost to
an employer that provides a policy of health insurance and a separate policy of workers’
compensation insurance for its employees can be reduced by combining both coverages
under a single policy that provides 24-hour health insurance coverage.

Subsection 5(e) of Section 440.38 of Florida Statutes allows an employer to offer 24-hour
coverage to its employees. The 24-hour health insurance policy may provide health care
services through an HMO or a preferred provider orgamization (PPO). The premium for
the coverage must be paid entirely by the employer, but the insurance policy may use
deductibles and coinsurance provisions that require the employee to pay a portion of the
actual costs of medical care received by the employee.

% Section 440.135 of Florida Statutes is included in this report as Appendix B.
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Further information regarding Florida’s 24-hour pilot project can be obtained from
Julie Eddy, Executive Assistant, Florida Department of Insurance (904-922-3252,
ext. 5114) or Ms. Kenney Shipley, Florida Department of Insurance (904-922-3252,
ext. 5110).

Georgia

In 1993, the Georgia General Assembly authorized merged care pilot projects*' Policies
must provide benefits at least as comprehensive as those under the workers’ compensation
law, but may include managed care provisions and may include employee deductibles and
copayments capped at $5 for an office visit or $50 per occurrence.

Five entities are providing alternative coverage including 24-hour policies. Three of these
entities are involved in 24-hour pilot projects under Section 34-9-122.1 of the
Georgia Code. Pilots have been approved for affiliates of Fireman’s Fund, Travelers, and
Zurich-American. In addition, Liberty Mutal and Guarantee Mutual Life are providing
coverage under the alternative coverage law. There are nine additional alternative product
filings pending review and approval by the Department of Insurance. The department is
currently performing in-depth investigations into the alternative coverage products. The
investigations include market conduct examinations to ascertain that the alternatives are
delivering the required benefits.

Further information regarding Georgia’s alternative coverage products can be obtained
from Mr. Stan Miller, Georgia Department of Insurance (404-656-6054) or Mr. Steve
Manders (404-656-2022).

Kentucky

In 1994, the Kentucky General Assembly approved legisiation to allow one or more pilot
programs.” Coverage must match state workers’ compensation requirements and may not
include deductibles or copayments. A proposed rule of the Health Policy Board requires
adoption of regulations to establish standards for the 24-hour pilot insurance program that
combines general health insurance and the health component of workers’ compensation.
The proposal defines relevant terms, specifies prohibitions, establishes an application
process, establishes criteria for authorizing pilot plans, and adopts conditions for revoking
pilot plan authority. The proposal also establishes dispute resolution procedures, identifies
medical services covered under the plan, authorizes the board and commissioner of
workers’ claims to examine records, and adopts statistical reporting requirements.

2! Sections 34-9-14 and 34-9-122.1 of the Georgia Code are included in this report as Appendix C.

2 Section 342.352 of Kentucky Revised Statutes is included in this report as Appendix D.
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In the first quarter of 1995, the Kentucky Department of Insurance announced that it had
approved an alternative equivalent coverage program for Fireman’s Fund Insurance
Company called the Employee Benefit and Indemnification Plan. The plan provides
occupational accident and indemnity insurance under the accident and health insurance
provisions of Kentucky law. It allows for provision of workers’ compensation benefits
through collective bargaining agreements to establish the alternative equivalent coverage
or through the 24-hour coverage pilot projects. This program uses managed care and
offers several options to employers, including a premium credit to employers for
establishing a return-to-work program for injured employees. One unique feature of the
plan is a merit rating plan that offers premium credits for using PPO and HMO networks,
establishing formal return-to-work programs, implementing education programs, and
encouraging employees to participate in safety committees.

Further information can be obtained from Mr. Dan Mitchell or Ms. Mona Carter,
Kentucky Department of Insurance (502-564-6046).

Louisiana

Louisiana Revised Statutes allows up to five two-year pilot projects.” The pilot projects
authorize a form of 24-hour medical coverage where an employer can secure a 24-hour
health insurance policy from a traditional health insurer, an HMO, or a PPO. Indemmnity
benefits may be purchased through a separate source so that the total benefits package
provides all of the benefits required by the Louisiana Workers’ Compensation Act. The
act provides for initial employer choice of physician; however, an employee retains the
right to select his health care providers. The employer is obligated to pay the entire
premium for the 24-hour health insurance policy. Deductibles and copayments may not
be applied to work-related injuries or illnesses. The law incorporates the terms of the
Louisiana Workers’ Compensation Act by reference in its provisions.

A Department of Insurance ad hoc committee has been established to seiect the participants
and assist in implementing the pilot projects. The process of interviewing prospective
employers is under way. The committee also is considering a pilot using a group of state
employees.

Further information can be obtained from Denise Cassano, Executive Director, Louisiana
Health Care Commission (504-342-0819).

2 Sections 22:21 through 22:23 of Louisiana Revised Statutes are included in this report as
Appendix E. .
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Maine

The Maine Legislature enacted legislation in 1991 to allow a 24-hour coverage pilot
program.”® A proposal for funding has been approved by the Robert Wood Johnson
Foundation (RW1J), which provided funding for 24-hour pilot projects in Oregon. The
Maine Bureau of Insurance currently is soliciting proposals for pilot projects.

Further information can be obtained from Mr. Eric Cioppa or Mr. Bob Wake, Maine
Bureau of Insurance (207-624-8475).

Oklahoma

The Oklahoma Insurance Commissioner is empowered to establish a 24-hour pilot program
of integrated management of an employer’s workers’ compensation and group health
claims.”® The Commissioner also is authorized to promulgate rules for the program’s
implementation. Current workers’ compensation law cannot be affected by an integrated
policy. The Insurance Department currently is working to set up both a public sector and
a private sector pilot project.

Further information can be obtained from Mr. Bob Card, Okiahoma Insurance Depamnent’
(405-522-4608).

Oregon

On March 6, 1992, a proposal was submitted to the Robert Wood Johnson Foundation for
funding of a 24-hour coverage pilot program in Oregon. On February 4, 1994, Oregon
was awarded a $336,658 grant from RW]J to fund an 18-month pilot project to test the
combination of workers’ compensation and health insurance. The grant pays for set-up
costs and supervision of the pilot projects. On March 26, 1993, the Departtment of
Consumer and Business Services formally solicited employers to participate in the pilot
project. Enabling legislation was passed by the Oregon Legislative Assembly (H.B. 2285)
that provides for implementation of pilot projects.”

The initial pilot plan became operational in January 1994. This plan provides a
coordinated product consisting of a joint venture between a Blue Cross/Blue Shield HMO

* Chapter 39-A, Section 403 of Maine Revised Statutes is included in this report as Appendix F.
» Section 14.1 of Title 85 of the Oklahoma Statutes is included in this report as Appendix G.

 Section 636.016 of Oregon Revised Statutes is included in this report as Appendix H.
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and the State Accident Insurance Fund Corporation (SAIF).*" This plan includes a variety
of employers and currently is the largest pilot plan in Oregon. The plan provides services
to nine employers with a total of approximately 2,200 covered employees. In a
coordinated plan, an employer receives two separate contracts; however, the insurer and
the health plan use the same managed care network and physician payment rates, thus
providing seamless delivery to the covered employees.

A second pilot plan was approved in April 1994. Under this plan—a partnership between
the Kaiser Permanente HMO and employers that are self-insured for workers’
compensation—members receive all medical care from HMO health care providers and the
HMO accepts capitated payment for all services. Two self-insured employers with more
than 900 covered empioyees are participating in the plan. Four other pilot plans are
approved and are providing coverage to 3,600 employees of 14 participating employers.

According to Edward G. Nieubuurt, Project Director, Oregon Department of Consumer
and Business Services (503-378-4100), the pilot project was expected to enroll between
10,000 and 20,000 employees. However, only about 3,600 employees have been recruited
to date. He stated that one reason for the slow acceptance of 24-hour coverage by
employers is that group health care and workers’ compensation rates in Oregon are either
flat or have fallen in the wake of reform. With lower rates, employers appear to be less
motivated to experiment with new policy alternatives.

In spite of the lower than expected number of enrollees in Oregon’s pilot project,
Mr. Nieubuurt said that early indications from employers in the program suggest that
24-hour coverage works. He explained that none of the employers have dropped out of
the program. However, he is cautious, having noted that the “jury is still out on whether
24-hour managed care is better or worse than stand-alone workers’ compensation managed
care.”

Because of the small number of enrollees in the pilot program, statistical analysis of
existing data would not be meaningful, according to Mr. Nieubuurt. Consequently, as the
pilot program moves to its completion on July 31, 1998, it will be impossible to quantify
the pilot project’s actual cost savings for employers.

Washington
Senate Bill 5304 was passed in 1993 and provides a form of universal coverage available

to ail state residents, to be phased in over five years beginning July 1995. The plan is
similar to 24-hour coverage and includes establishment of Health Insurance Purchasing

” The SAIF is a state-owned, nonprofit company that provides one-third of the workers’
compensation coverage in Oregon. .
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Cooperatives (HIPCs). These HIPCs will be spread over four regions of the state, with
one HIPC per region. The act also requires certification of health plans with various
requirements placed upon them. Antitrust immunity for insurers and health care
organizations also is provided under the act.

Officials in the State of Washington are concerned about interactions of its 24-hour
coverage act and ERISA. Because its request for a waiver from ERISA was denied, the
Washington Legislature repealed many of the provisions of the act. The current pilot
project in Washington is limited to testing the use of managed care in workers’
compensation.

Further information can be obtained from Kathleen Conner, Washington Department of
Insurance (360-586-2990).

SUMMARY OF THE NAIC MODEL ACT

On September 18, 1994, the NAIC adopted a model act that, if enacted by a state
legislature, would allow a state to establ:sh 24-hour coverage pilot projects as a means of
reducing workers’ compensation costs.”® According to the model act, the purpose of pilot
projects is to determine whether the costs of workers’ compensation systems and heaith
care delivery systems could be more effectively managed by combining the benefits
required by workers’ compensation plans and those offered under group health insurance
policies.

The act allows employers to provide their employees with 24-hour medical insurance,
which would provide health care benefits for both work-related and nonwork-related
injuries. It also allows for the provision of either disability benefits only for work-related
injuries, or for both work-related and nonwork-related injuries.

Under the act, a state could approve up to ten pilot projects, each to be administered by
the state’s insurance department. Rules and regulations for the projects would be
promulgated by the Commissioner of Insurance after consultation with the state’s workers’
compensation administrator. In Nevada, the workers’ compensation administrator is the
Administrator of the Division of Industrial Relations, Department of Business and
Industry. The Commissioner would establish regulations for project benefits, reporting
requirements, and grievance procedures. The Commissioner also would have the authority
to determine the rights of employees who are terminated or who have their coverage
canceled prior to the project’s expiration.

* The NAIC 24-Hour Coverage Pilot Project Model Act is included in this report as Appendix I.
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Insurance carriers providing 24-hour coverage would have to comply with all provisions
of the state’s workers’ compensation act in their coverage of work-related injuries and
illnesses. Coverage of nonwork-related injuries and illnesses would have to comply with
the terms of the group health plan portion of the project.

The model act also stipulates that once an employee with a work-related injury achieves
maximum medical improvement, coverage of services that are included in the group health
portion of the plan but are not compensable under the state’s workers’ compensation act
could not be denied solely because the services have been prescribed to treat a work-related

njury.

Each pilot program must include a schedule of allowable copayments and deductibles. The
act provides six alternative schedules, ranging from no copayments or deductibles for
work-related injuries, to copayments that may be waived with the use of provider
networks, to deductibles and copayments in exchange for 24-hour disability payments or
employer payment of the entire insurance premium.

The act provides that the pilot projects can use provider networks to deliver health care
services. Pilot projects also may implement cost-containment features which may include
preadmission certification for inpatient services, second opinions for nonemergency
surgery, limitations of services and providers, and the use of utilization review
mechanisms. The use of a provider network, and its cost-containment features, may not
unfairly deny benefits for medically necessary covered services.

Also included in the act is a provision that coverage under a pilot project would be
required to provide disability income and rehabilitation benefits for work-related injuries
at least equivalent to those ordinarily provided under a workers’ compensation policy as
stated in the state’s workers’ compensation act. It states that no provision of a pilot project
may decrease the weekly payments for disability compensation under the state’s workers’
compensation act.

The model act also requires each insurer participating in a pilot project to submit to a
state’s insurance comunissioner its manual of rules, rates, and rating systems applicable to
the project. The act stipulates that rates must not be excessive, inadequate, or unfairly
discriminatory.

Under the model act, each pilot project could last up to five years. Within six months of
a project’s end, the state insurance regulator would be required to issue a report on the
project’s activities, and issue findings and recommendations. The regulator would be
required to monitor and evaluate the project’s cost savings, effectiveness, effect on
indemnity payments, and complaints from injured workers and participating employers.
The regulator also would be required to recommend whether the project should continue,
and whether any legislative changes were needed.
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BILL DRAFT REQUEST

Bill Draft Request No. 53-168 was submitted by Senator Ernest E. Adler to provide for
24-hour workers’ compensation coverage.

ADDITIONAL RESOURCES AND CONCLUDING REMARKS

Section 242 of Senate Bill 316 (Chapter 265, Statutes of Nevada 1993) included a provision
that created a full-time position assigned to the Legislative Counsel Bureau for the purpose
of conducting research and reviewing and evaluating data related to industrial insurance.
One of the tasks assigned to that position is to publish a quarterly workers’ compensation
newsletter. Copies of the Workers’ Compensation Newsletter or information regarding
workers’ compensation issues may be obtained by contacting Vance A. Hughey,
Senior Research Analyst, Research Division, Legislative Counsel Bureau, 401 South
Carson Street, Carson City, Nevada 89701-4747, telephone: (702) 687-6825.
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§ 4603.2 LABOR CODE

purposes of anv ciassifiestion of mexs and premum pates. and any svstem of merit T8RNY Dprovad or
i8SGeq DUTBUANL 10 ATGCIE 2 (COTAMEnENg With Secuon 11730) of Cnapter § of Fart 3 of LAVIEIOD & 0f the
insursnce Lode.

(Amended by Stats.1990, ¢. TT0 {(S.B.21), § 8.

Historicai and Statutory Notes

1990 Legislation Legisistive findings snd declaration for Sas.1990. c.
The 1590 amendent rewrote the secton. 710, see Himoricsl and Stamiory Notes nnder § 3715
Seetion 6 of Stata.1990, ¢. 779, provides:
“The smandments to Section 46082 of the Labor Code

made by Secton 8 of this set shaii spply to injuries

oceurring on or after January 1, 1991”7

§ 46085. Format and content of notices; reasonshle geographic aress; time limits for notices and
responses; notification of employees’ rights

Code of Reguiations References
Obtligations of employer covered by eontracts with

health care organizations, see 8 Cal Code of Regs.
§ 9788 _

$ 4812, Pilot project; oecnpahonl-nhtadmedinluutmem. contract with health care service
phnfnrexdmmofmplm dsimtedptmicim: report

‘ mmmsmwuwmwmumwmwmm
director xnd may inclnde mare than one bhesith care service plan. Omeamyahallbemwthm
mmmmm&mmﬁmmwm =t

licensed health care service pian designated by the participating empioyer, ss his or her treating
physician, nor shall an empioyee kave the option of changing to a physician not provided by the health
. care seyvice plan pursuant to Seetion 4601. However, this section shall not be construed to limit the
requirement under Section 4600 that sn employer provide trextment ressonably required to cme or
relieve the effects of an injury, nor shall this section be construed to prohibit an employee from changing
to another provider of health care services during any annnal open enrciiment period.

(d) The sdministrative directar shall, * * 'nthempienonoftbem e ofthepﬂotmut.or
sooner if feasible, prepare a ort, &nd within one yem DLt :

ﬁaﬁnﬂmmt}m VerD i e I8
a review e following: -
(1) Employer costs. ’
Additions or changes indicated by underiine; deletions by asterisks « = *
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LABOR CODE § 4612

{2) Vocstonai rehghilitanion impilcanons of 24-hour care pilot projests.

{3) Numbers snd percentages of smolovees in pilot worimites that enrcll in the pan.

{(4) Incentves used by empiovers w encourage enroliment in the pisn,

{5)_Extent w which dependents of pilot project emplovees enroll in beslth plans

(8) Determingtion of empioyee satisfaction with the pilot program
" Extent to which employess ing in the pilot plan continue to stay within it during the of

e pilot

(8) Differentials in costs of trestment between different types of pilot programs for occupgtional and
nonoccupational Injuries and Hinesses.

330) Mﬁhmdmmmﬁgm
11) P of dispute givine rise to Htigution.

' Hawmn&nmn onmfmmeﬁuﬁmmmmdumwﬂbem
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The pilot project shall be deemed 2 success if the admipisratve director can verily that the
infarmaticn contained in the report required by paragraphs (1) to mduﬂve.mpnumublyvﬂh
mamwmmmmmmm * * In grder to prep: :

(ﬂmmmmmmmdmmmmmmm
preparstion of the report described in. subdivision (d). The cost of the Teport saall be borne by the

wmxhﬁcﬂum%ﬁ% Eo&em&nﬁmoﬂedﬁe
General Fund. Contribotion by the employers Of & PeT capsta upen
oumber of empioyess * * * enroiled under the pilot project.

() For purposes of this section, “health care service pian” incindes health-care service plans and

disability insurers that offer 2 munaged care product within s pilot project county, * * * workery'
Wmummwmlofmelmcdnhnoﬂeamedmm
vkhinap]ummm:y multempioyer collectively haryained empioye s welfzre benefit plans
m; MANASE B 4 D Tyt 3 P v = ians 5 o

wMWsmmthmmmmweamwm
provision to cover the cost of the wedical exre of an injured empioyee which is required by this division
Mmmmﬁemww

mme‘hhmmMmhmwmwmhﬁe )

4} mmmmmumwﬂhmmmmmmmm
the charge and at ieast 15 days has elapeed sinee the date of notifiestion.

(4] demmhmﬂ&emamdmmmwmm
fraud or deception by snother,

mmmwmukwmh&emmmwﬂamwm
subscriber.
@ Nmmgmwamdthnnmnmmemmmnmmmmw:n
exclusive or eertified bargxining agent which represents employess of the empicyer in accordance with

mwMWWMMhMMMmM:
mgaﬂmmmfwwdthsmmmmdmdonwmlw

betwoey the bsrgwining agent and the empioyer,
mwmgunu.ums 1. Amended by Stxtz.1993, e, 807 (AB1G), § Zeﬂ.Od-f-.

Additons or changes indicated by underiine; deletions by &sterisks * * *
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“T) Whether the pilot praject was or conld be utilized
by small empiovers.

“The pict peoiect shall be deemed a success if the
sdmimistrative direscor ean werify that the information
by paragrapha (1} ta (71,

ingiusive, compares
emp&oymnatindndedin:hewmmm For porposes
of this plot progject, a favorable comparison is defined s
cne tn which » differencial of S percent is noted between
those participating in the pilol project and those not
paTticipating in the pilot preject.”

Code of Regulations References

Piiot project mmsmma
Rege. § 16178
§ 4614. Fee limitations
aXI) * * * Nocwi Section
er of hewith care seyvices rencered

8307.1 wheratheanpioyee’studmﬂnﬂur;%_;mﬁ
division and pmid on.a fee- mnsaho

the
provider of health care services under contract with the employee’s heslth benefit program, and the

service Or treatment provided is incjoded within the rangs of benefits of the empioyee's health benefit
program, and paid on a fee-forservice basis, the amount of payment for services provided under this
divigion, for 8 work-related occurrence or illness, shall be no more than the amount that would have been
paid for the same services under the health benefit plan, for 2 non-work-relsted cccurrence or ilness.

&)"‘Ahuhhmemggmnﬁfmm}ﬂxmmmbemndaﬁmm
% Tnaer 3 contreet. umme%w
of _ mmmnendunder

"!;mna.} pmvithrafhahh care services rendered
BETYACES Unaer 3 cOULTIct is not the provider of heaith care

{bX1) Where the empbyae’s m&vﬂmi or
under this division * * * who is not

the provider
pudbyﬁmo!memgm“‘wmqrgmmbym Physicians, as
defined in Section 32193, shall be reimoursed st the same averaged rates, mgndhssofhmferthe
delivery of services under the same procsdure code * * *. This subdivision shall not apply to & health
mmmmmmmmamm

(2} The sdminiscrative director shall identify the regions and the five largest. carriers in each region.
The carriers shall provide the necessary information to the admimstrative director in the form and
manner requesteqd by the administrative director. The administrative director shall make this informa-
tion available to the affected providers on an anmual basis,

{c)Nothmgmszaecmnshsﬂprnhﬂn"‘mmdmdnalnrmmnona] heaith care provider
from being paid fees different from those set forth it the fee scnedule by an empigyer,
insurance cartier, * * * third administrator on behalf of employers, or preferred provider
OTgAnizEtion repressntng an empioyer or insurance carrier provided thet * * * the admimsorzove
Mrmdmmwemmmmm“'m%
individual provider and a pgyar, & * * * third-party sanmmmsurator on behslf of empioyers, cr 3 pref
provider organzation will produce greateT savings in the aggregate than if each item on * * * hillings
were t0 be charged at the scheduled rate.

Additions or changes indicated by underiine: delstions by asterisks * *
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WORKERS' COMPENSATION

F.S. 1895

apply for 2 new authonzation Dy compliance with ail
appucaton reguirements appicanle o first-ume appi
cants.

(207 Suspension of an nsurer's authonty 1o ofter a
workers compensaton managed care arrangement
snalt be for such penod. Not 1o exceed 1 year, as 1$ fixed
by the agency. The agency st ail. i its order suspending
the authonty of an insurer 1 offer workers’ compensa-
tion managed care. specify ine penod dunng wnich the
suspens:on 1S 10 be in effect and the conditions, if any,
that must be met by the insurer prior 1o remnstatement
of its authonity. The order of suspension is subject to
rescission or moedification by further order of the agency
prior to the expiration of the suspension period. Rein-
statement shall not be made uniess requested by the
insurer: however, the agency shall not grant remnstate-
ment i it finds that the circumstances for whic™ ne sus-
pension occurred still exist or are likely to recur.

(21) Upon expiration of the suspension period, the
ingurer's authorization shall autormatically be reinstated
uniess the agency finds that the causes of the suspen-
sion have not been rectified or that the insurer is other-
wise not in compliance with the requirements of *this
part. if not so automatically reinstated, the authonzation
shail be geemed to have expired as of the end of the
suspension period.

(22) It the agency finds that one or more grounds
exist for the revocation or suspension of an authonzation
issued under this section, the agency may, in lieu of
such revocation or suspension, impose a fine upon the
insurer. With respect to any nonwillful violation, such fine
shail not exceed $2.500 per violation. In no event shall
such fine exceed an aggregate amount of $10,000 for aif
nonwilthg violations arising out of the same action. With
respect to any knowing and wiltful violation of a lawful
order or rule of the agency or a provision of this section,
the agency may impose a fine upon the insurer in an
amount not to exceed $20,000 for each such violation.
In no event shall such fine exceed an aggregate armount
of $100.000 for all knowing and willful viclations arising
. out of the same action,

(23} The agency shall immediately notify the Depart-
ment of Insurance and the Department of Labor and
Employment Security whenever it issues an administra.
tive complaint or an order or otherwise initiates legal pro-
ceedings resulting in, or which may result in, suspenston
or revocation of an insurer's authorization.

{24) Nothing in 'this part shall be deemed !0 autho-
rize any entity to transact any insurance business,
assume risk, or otherwise engage in any other type of
insurance unless it 1s authorized as an insurer or a health
maintenance organization under a certificate of author-
ity issued by the Deparntment of Insurance under the pro-

 visions of the Flonda insurance Code.
Hisory.—s. 18, ch, 93-415.
Mot —Chaoter 440 1 NCt onaded mHo pants

440,135 Pilot programs tor medicel and remedial
care in workers’ compensation.—

(1) 1t s the intent of the Legisiature to determine
whether the costs of the workers’ compensation system
can be effectively contained by monitoring more closeiy
the medical, hospital, and rernedial care required by s.
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440 13. while providing injured workers with more
orompt ana efiective care and eariser resteration of earn.
ing capacity without diminution of the quality of such
care. It 15 the further intent of the Legisiature to deter-
rmune whetner the 1otal cost 1o an empioyer that provides
a policy or pian of nealtn insurance ana a separate polcy
ar pian of workers compensation and empioyer’'s fiabil-
ity insurance for its employees can be reguced by com-
hining both coverages under a policy of plan thal pro-
vides 24-hour health insurance coverage as set forth in
this section. Therefore. the Legislature authorizes the
establishment of one or more piiot programs to be
administered by the Department of Insurance after con-
sulting with the division. Each pilot program shaii term-
nate 2 years after the first date of operalion of the pro-
gram, unless extended by act of the Legisiature. in order
o evaluate the feasibility of implementing these pilot
programs, ine Department of Insurance shall consuit
with the division regarding:

{a) Establishing aiternate deiivery systems using a
heaith rmaintenance organization model, which includes
physician fees, competitive bidding. or capitation mod-
els.

(b) Controliing and enhancing the selection of pro-
viders of medical. hospital, and remedial care and using
the peer review and utilization review procedures in s.
440.13(1) to controi the utiization of care by physicians
providing treatment pursuant to s. 440.13(2)a).

{c) Establishing, by agreement, appropnale fees for
medical, hospital, and remediai care pursuant to thi
chapter, . .

{d) Promoting efiective and timely utilization of medi-
cal, hospital, and remedial care by injured workers.

{e} Coordinating the dyration of payment of disabil-
ity benefits with determination made by qualified partici-
pating providers of medical, hospital. or remediat care.

(fy initiating one or more pilot programs under which
participating employers would provide a 24-hour health
insurance policy to their empioyees under a single insur-
ance palicy or self-insured plan. The policy or plan must
provide a level of health insurance benefits which meets
criteria established by the Department of insurance but
which provides medical benefits for at isast occupa-
tiona! injuries and illnesses comparable to those
required by this chapter and which may use deductibles
and coinsyrance prowvisions that require the empioyee to
pay a portion of the actual medical care received by the
employee, notwithstanding any other provisions of this
chapter. The policy or plan may aiso provide indemnity
benefits as specified in s. 440.38({1)(e). The employer
shall pay the entire premium for the 24-hour health
insurance policy or seli~insured pian other than the por-
tion of the premmuum which refates to dependent cover-
age.

{g) Other methods of menitoring reduced costs
within the workers' compensation System while main-
taining quality care.

(2) The Department of insurance, afler consutting
with the division, may, without a bidding process. nego-
tiate and enter into such contracts as may be necessary
or appropriate in its judgment {o implement the pilot pro-
gram.

T
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{3} "ne Department of insurance may aiso accent
granis ang moneys Trom any SOUrCe ancg may expens
sucn gramis and moneys for the purposes of the pro-
gram.

(4} No prowision of the puot programs rmay vary tne
metnoas Tor caicuiating weekiy pavments for dgisabimity
compensanon under this cnapter. Likewise, No provision
of the oot programs shall it the nght to a heanng
under s 440.25.

(5) Tre Depariment ¢ insurance shall make an
interim report on or beiore Lacemnber 1.1991, and a finat
repert on or before the termination date specified in sub-
section (1) to the Speaker of the House of Representa-
tives, the President of the Senate. the Minority Leader
of the Senate, the Minority Leader of the Mouse of Rep-
resentatives, and the Governor, on the activities, find-
ings, and recommendations of the Depanment of insur-
ance relative to the pilot programs. The Department of
Insurance shall monitor, evaiuate. and report the foliow-
ing mformation regarding physicians, hospitals. and
other remedial care provicers:

{a) Cost savings.

(b} Effectiveness.

{c) Effect on eaming capacity and indemnity pay-
ments.

(d) Complaints from injured workers and providers.

(e) Concurrent review of quality of care.

(fy Cther pertinent matters.

The information from the pilot pragrams shall be
reported in a format to permit compansons {0 other simi-

lar data.
Mistory.—s 13 ch. 90-201: 5. 17, ch. 93-1; & 12, oh 93415,

440.14 Determination of pay.—

{1) Except as otherwise provided in this chapter, the
average weekly wages of the injured employee at the
fime of the injury shall be taken as the basis upon which
to compute compensation and shall be determined,
subject to the limitations of 5. 440.12{2). as follows:

(a) H the injured employee has worked in the
empioyment in which he was working at the time of the
injury, whether for the same or another employer, during
substantiaily the whoie of 13 weeks immediately preced-
ing the injury, his average weekly wage shall be one-
thirteenth of the total amount of wages earned in such
employment during the 13 weeks. As used in this para-
graph, the term “substantially the whole of 13 weeks®
shall be deemed to mean and refer 1o a constructive
period of 13 weeks as a whole, which shall be defined
as a consecutive period of 91 days, and the term "during
substantally the whole of 13 weeks™ shall be deemed 10
mean dunng not less than 90 percent of the lotal cus-
tomary full-time hours of employment within such
period considered as a whole.

{b} If the injured empioyee has not worked in such
employment during substantiaily the whole of 13 weeks
immediately preceding the mury, the wages of a similar
empioyee in the same empioyment who has worked
substantially the whole of such 13 weeks shail be usec
in making the determination under the preceding para-
graph.
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{c) Ifanemplovee 1S a seasonat worker and the fore-
going metnog cannat e fasrly apbhed in determining the
average weekiy wage, then the employee may use.
mstead of the 13 weeks immediatery preceding the
mury. the calendar vear or the 52 weeks immediatety
preceding tne injury. The empioyee wiif have the burgen
of proving that this method will be more reasonadie and
fairer than the method set torth in paragraphs {a) and (D)
and, further. must gocument onor earmngs with W-2
forms. writtert wage stalemenis. Or ncome tax relurns.
The employer shail nave 30 days following the receipt
of this written proof to adjust the compensation rate.
mciuding the making of any additionar payment due for
prior weexly payments, pased on the jower rate com-
pensation.

{d} it any of the foregoing methods cannot reason-
ably and fairly be applied, the fuil-time weekly wages of
the injured employee shail be used, except as otherwise
provided in paragraph (e) or paragraph (f).

(e} if itis zstablisheq that the injured employee was
under 22 years of age when imjured and that under nor-
mai conditions his wages should be expected to
increase during the penod of disability, the fact may be
considered in amiving at his average weekly wages.

{fy If it established that the injured employee was a
part-time worker at the time of the injury, that he had
adopted part-time empioyment as his customary prac-
tice. and that under normai working conditions he proba-
biy would have remained a part-time worker durnng the
period of disability, these factors shall be considered in
arriving at his average weekly wages. For the purpose
of this paragraph, the term “part-time worker” means an
individual who customanly works less than the full-time
hours or tull-time workweek of a similar empioyee in the
same empioyment.

{g) Hcompensation is due for a fractionat part of the
week, the compensation for such fractional part shall be
determined by dividing the weekly compensation rate
by the number of days emploved per week [0 compute
the amount duye for each day.

{2) W, during the period of disabiiity, the employer
continues to provide consideration, including Doard,
rent, housing, or lodging, the vaive of such consider-
ation shall be deducted when calculating the average
weekly wage of the employee $6 long as these benefits
continue to be provided.

{3) The division shali establish by rule a form which
shalt contain a sirmnpiified checklist of those items which
may be included as "wage" for determining the average
weekiy wage.

¢4) Upon termination of the employee or upon termi-
nation of the payment of fringe benefits of any empioyee
who is collecting indemnity benefits pursuant to s.
440.15(2) or Y(3Xb), the empioyer shail within 7 days of
such termination file a corrected 13-week wage state-
ment refiecting the wages paid and the fringe benefits
that had been paigd to the injured employee as defined

in 25, 440,02(24). ,
Higinry.—s 14, ch 17481, 1935 CGL 1906 Supp. 5966(14). 5. 3. cn 20672, 1941,
5 2.¢h. 28241 1953 5 1. ch 63-150. 5 8. cn 74-197. 5 1 ch 77-200 ¢ 23.ch
78-300: 88 9. 124, ch 79.40; s 2t ch 79-312. § 4. cn 82-237 s 3 cn £8.203.
55 11 43, cnh. 85-289; s 56. ch. 90~20t. 5 52. & 911
TNOe. —Section 440 15(IND) was subcantmily feworaed by & X ch S3-415
ke, - ScbatUNeS Dy W acors 1Or § reterence 10 $ 440 02121) to condorm 1o
the recesgnettn of rew subssctons by s J. ¢h. 89-299 ana oy & 5. 2h 90-201
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: -9-14
L

3CA § 114-605) Substitute systems: approval: termination; preservatvion of employer's
immunity from civil action

{a} Subtect to the joint approvai of the Doard and the Comrmussioner of insurance. anv empioyer may
enter into Or CONUNUS any agreemsant wilh 11s empiovees 10 provide a system of compensauon. benefit.
or nsurance in iieu of the compensation and insurance provided by this chapter. No such substitute
systern shall be approved unless it compiies with the following requirements:

(1) The benefits provided for injurec empioyees must a1 least equal the benefits required by this
chapter:

{2} Except as provided in Code Section 34-3-122.1, no contributions may be required from employees
unless the substitute system of compensation confers benefits in addition 1o this chapter and the
contributions are applied 10 the additional benefits;

(3} The system must contain aii provisions required of a standard policy of workers' compensation
insurance issued in this state, including a workers' compensation benefits policy ang an employer
liability potficy. and one of these policies may not be canceled independently of the other policy;

{4} Any substitute system shall be required 10 file statistical data which wouid be required with regard
10 2 standard policy of workers’ compensation insurance; ang

{5} Such other standards as are necessary 10 ensure the comptliance of such substitute system with
the provisions of this chapter as are jointly promuigated by rule or regulation of the State Board of
Workers' Compensation and the Commissioner of Insurance.

{n} Such substitute system may be terminated by the board on reasonable notice and hearing 10 the
interested parties if it shaill appear that the systemn is not fairly administered or if its operation shall
disclose defects threatening its solvency or if for any substanitial reason it fails to accompiish the
purpose of this chapter and is not in comptiance with the provisions of this Code section: and in this case
the board shall determine the proper distnibution of all remaining assets, if any, subject 1o the right of any
party at interest to take an appeal 10 the superior court of the county wherein the principai office or chief
place of business of the emptoyer is located.

{el it is the specific intent of the General Assembly that any alternative system of workers’
compensation which is approved by the board and the Commissioner of Insurance pursuant to this Code
section shall preserve an employer's immunity from civil action resuiting from an injury which is
compensable under this chapter as provided in Code Section 34-8-11, and the provisions of this Code
section shaill not be construed to the contrary.

{Acts 1920, p. 205; 1931, pp. 7. 43; 1993, p. 481, eff. April 5, 1983))
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Liabiinty of emplover: Court affirmea juggment in favor of emplovee f2- remnzursement 7 2237 oY workerg
comoensauon insurance degucted from fis wages. Even if emplovee agreea 10 Qequctlion, agreement would be
contrary 10 law and 10 public policy of this state. Change in statutory woraing from “fyliy insure anakeep nsured™ 1g
“secure ang maintain fuil insurance” did not reiease employer from cokigation 10 pay for its own ingurance. Cost of
statutory liability may not be passed on tc emplovee. That empioyer s reguired 10 bear cost of workery'
compensation insyrance is further supporteqd by Q.C.G.A. § 34-8-14(a) (GCA § 114-805]). wnich pronibits thoge
employers who offer boarg-approved substitute svsiem of compensation from requinng comnbynon from
employees uniess substtute system confers penefits in addition 10 those minimally required by Act. Margan
Soutnern, Inc. v. Lee, 180 Ga. App. 410, 379 S. E. 24 219 (1988}

34-9-15

{GCA § 114-3106) Settiements encouraged

Nothing contained in this chapter shail be construed so as to prevent settlements made by ang
between the employee and empicver but rather 1c encourage them. so long as the amount of
compensation and the time and manner of paymen? are in accordance with this chapter. A workers’
compensation insurer shall not be authorized to settle a claim on behalf of its insured empioyer without
giving prior notice to such employer of the terms of the settiement agreement. A copy of any suych
settlement agreement shall be filed by the ermplover with the board. and no such settiement shall be
binding untit approved by the board. Whenever it shall appear to the board, by stipulation of the parties or
otherwise, that there is a bona fide dispute as to facts, the determination of which will materially affect
the right of the empioyee or dependent to recover compensation or the amount of compensation 1o ba
recovered. or that there is a genuine dispute as 10 the applicability of this chapter, and it further appears
that the parties have agreed upon a settiement between themselves, which settlement gives due regard
and weight to the conflicting evidence available relating to the disputed facts or to the questions as to
the appiicability of this chapter, then, upon such determination. the board shall approve the settlement
and enter an award conforming 1o the terms thereof even though such settiement may provide for the
payment of compensation in a sum or sums less than would be payable if there were no confiict as to the
empiayee’s right to recover compensation. When such settlement has been agreed upon and approved
by the board. it shall constitute a compigte and final disposition of aii claims on account of the incident,
injury, or injunies referred to therein, and the board shali not be authorized to enter upon any award
subsequent to such board approval amending, modifying, or changing in any manner the settiement, nor
shail the settlement be subject to review by the board under Code Section 34-5-104.

(Acts 1920. p. 178; 1931, pp. 7. 43; 1963, pp. 141, 142; 1975, pp. 190, 192; 1992, p. 1942, eff. July 1,
1992.}

Cited. Griggs v. All-Steef Buildings, Inc.. 201 Ga. App. 111, 410 §. £. 2d 309 (1891}
Stated. Aetna Cas. & Surety Co. v. Barden, 179 Ga. App. 442, 346 S. E. 2d 588 (1886). N

Approval: After appeliee-employee received $1,500 for and in consideration of her execution of release. appetiee
filed claim for workers’ compensation benefits. Release was never subrmitted to or approved by Board. so as to any
ciaim for workers’ compensation benefits, it is veoid and has no effect. Original awarg specified amount of
compensation which was 1o be paid appeliee and was res judicata. Requirement that appeliants pay appeilee $1500
plus additional 20% of that amount was cofrect. Any issye regarding appeliants’ entitlement to “credit” could and
shouid have been raised in context of proceedings regaraing original award. To extent that $1.500 payment was
intanded to settie appeliee’s pre-termination non-injury claims rather than to constitute payment of post-disability
weekly benefits, appeitants gleariy wouid not ba entitled to credit under & 114-415 [34-9-243]. Evidence authorized
finding that appeilee had undergone economic change in condition 85 result of her compensable injury. Appelisnts
:‘ailad to umely file request for review of assessment of penaity, Caldweil v. Perry. 179 Ga. App. 682,347 S.E. 2d 286
18886).

On day following submission of seftlement agreement for approval by Board of Workers' Compensation.
employee died in automobile collision unconnected with his employment. Before Board could act on their jump-sum
sattlement agreement, appeilees withdrew their consent thereto. Any settlement that may be reachez between
amployer and his empioyee represents no more than ther proposed mutual offer 1o settle, whign offer must b
accepted and approved by Board before binding settiement agreament between them is created. in absence of such
mutual offer, there 15 nothing for Board to accept and approve. Justice v. Davidson Kennedy Co.. 194 Ga. App. 585.
391 S. £. 2d 414 (199QL.

Attormey’s fees: ALJ assessed attorney's fees against employer shortly after claimant had dismissed his attorney.
Board subsequently approved settlement negotiated by anuther attorney which was silent as to matter of assessed
attorney's fees to original attorney. Board subsequently found that original attorney was entitied to assassed
attormey s fees. Agreement which fixes compensation between empioyer and employee, approved by board of
workmen's compensation, and not appeaied. is res judicata as to matters therein determined and parties thereafter
cannot chatlenge or contradict matters embodied in agreement. Settiement did not allude 10 "assesseq artorney
feas " and was not signed by original attorney. who was not aware of its existence. Don Mac Golf Shaping Co.. inc. Y-
Register, 185 Ga. App. 158, 363 5. £. 2d 583 (1987). .

Muotion to set asiie: Empioyer sought to “set aside . . on the basis of fraud and misrepresentation’’ conSQ"‘
agreement filed with and approved by State Board of Worrers' Compensation. Although appeliant denorminated itS
complaint as one in equity. appetlant’s motion was actually one to set asida judgment for fraud. whichis govemedb'f
Q.C.G.A. § 5-11-60{d)(2) {GCA § 81A-180). Given that allegations of appellant’ s motion to set aside do not discles?
when ang under what circumstances appeilant learneg of aileged fraud. it does not appear with certanty that



. 9-122
© CA § 114-613) Standard policy to be issued. Ruies and reguiations when lack of accident
revemtion and safery engineering is questioned

any policy of insurance issued under this chapter shall be the standarg workers compensauon opolicy
.+ nsurance containing the usuai and customary provisions found in such Dolicies and shall inciude &
--owision that the premium charge snall be promptiy paig. If there 1s any question regarging the tack of
:;c:aent prevention and safely engineering with respect to a parucular risk. reasonable ruteés ang
-eouiatnons are 1¢ be promuigated. which shail be put into full foree and effect when approved by the
-gard. The requirements of this Code section and Code Secuons 34-8-131 througn 34-8-134 shall be in
sodition 1o @anything required of insyrance companies under the general laws of this stzte as embodiedin
-ue 33

iActs 1935, p. 147; 1881, pp. 1585, 1586; 1982, pp. 644, 647, eff. Jan. 1. 18984}

34-9-122.1

{GCA § 114-613.1) Woerkers’ compensation heaith benefits piiot projects

13} Notwithstanding any provision of this chapter 10 the contrary, workers' compensation healith
penefits pilol projects are authorized under the provisions of this Code section.

(b} The Commissioner of insurance shail adopt rules 1o enable employers and employees 10 enter into
agreements 1o provide the empioyees with wotkers’ compensation medical payments benefits through
-gmprehensive heaith insurance that covers workplace injury and iliness. The Commissioner of
msurance shall review all pilot project proposais and may approve a propesal only if it confers medical
penefits upon injured employees substantially similar 10 benefits avaiiable under this chapter. The
commissioner shall revoke approvai if the pilot project fails to deiiver the intended benefits to the injured
ermpioyees.

ic) The comprehensive heaith insurance may provide for heaith ¢care by 2 health mainténance
prgamization or a preferred provider organization. The premium must be paid entirely by the empioyer.
Tne program may use deductibles, comsurance. and copayment by the employees nat to exceed $5.00
per visit or $50.00 maximum per ogcurrence.

{d) The Commissioner of insurance shail report annually to the standing committees of the General
Assembly having jurisdiction over insyrance and labor matters by November 1 on the status of any piot
projects approved by the Commissioner.

{Acts 19892, p. 2424, eff. April 20, 1992)

34-9-123

(GCA § 114-606] Knowledge of injury

Al policies insuring the payment of compensation under this chapter. including all contracts of
mutual, reciprocai, or interinsurance must contain a clause 10 the effect that. as between the empioyer
and the insurer or insurers, the notice 10 or knowiedge of the occurrence of the injury on the part of the
insured empiover shall be deemned notice or knowiedge, as the case may be, on the part of the insurer or
insurers: that jurisdiction of the insured, for the purposes of this chapter. shall be jurisdiction of the
msurer or insurers; and that the insurer or insurers shail in alt things be bound by and subject 1o awards,
judgments, or decrees rendered against such insured empioyer.

{Acts 1920, p. 205: 1933, pp. 182, 183.)

34-9-124

{GCA § 114-607) Policy or contract of insurance

{al No policy or contract of insurance shali be issued uniess it contains the agreement of the insurer or
nsurers that it or they will promptly pay all benefits conferred by this chapter and all instaliments of the
compensation that may be awarded or agreed upon to the person entitied to them and that the ocbligation
shall not be affected by any defauit of the insured after the injury or by any defauit in giving notice
required by such policy or otherwise, Such agreement shalt be construed to be a direct promise oy the
Insurer or mnsurers to the person entitied 1o compensation and shalt be enforceable in his name.

{b) A policy of insurance issued under this chapter shali always first be construed as an agreement to
pay compensation; and an insurer who issues g policy of compensation insuyrance to an employer not
subject to this chapter shall not plead as a defense that the employer is not subject to the chapter; and an
insurer wno issues to an empioyer subject to this chapter a policy of compensation insurance covering
an empioyee or employees ordinarily exempt from its provisions shalt not plead the exemption as a
defense. In either case compensation shall be paid to an injured employee or 10 the dependents of a
deceased employee for a compensable accident as if the employer or the empioyee or both were subject
to this chapter, the poiicy of compensation insurance constituting a definite contract between ail parties
conhcerned.

{Acts 1920, p. 206; 1933. pp. 184, 185}

Cited. Littie Suwannee Lumber Co. v, Fitzgerald, 172 Ga. App. 144, 322 S. E. 2d 347 (1984}: Insurance Co. of North
America v, Linited States. 643 F. Supp. 465 (M. . Ga. 1886} Winn Express Co. v. Hall. 202 Ga. App. 45,413 5. k. 2d

505 {1381).
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o WORKERS COMPENSATION o

regulations drawn by the commissioner and are not to be in any way
subject to the provisions of subsections (1), (2), and (3) of this section;
however, the Governor may assign the regulatory authority under this
subsection to another board or agency pursuant to KRS 12.028.
(4948: amend. Acts 1976 (Ex. Sess.), ch. 26, § 4, effective January 1, 1977,
1980, ch. 104, § 11, effective July 15, 1980; 1982. ch. 447, § 11, effective
January 1, 1984; 1990, ch. 35, § 1, effective July 13, 1990; 1990, ch. 490,
igg’ %ﬁective July 13, 1990; 1994, ch. 181, Part 15, § 84, effective April 4,
4.

342.352. Voluntary pilot programs for integrated management of
empioyer’s worker compensation and group heaith
insurance claims — Twenty-four hour coverage.

(1) The commissioner may establish one (1) or more pilot programs for
interested employers of integrated management of an employer’s work-
ers’ compensation and group health insurance claims by an insurer
authorized to do business in the Commonwealth and may promulgate
any administrative regulations necessary to implement the provisiens
of this subsection. The integrated management of such claims shall in
no event affect any benefits, rights, or coverage established pursuant to
a workers’ co?if)ensation insurance policy. Treatment for work-related
conditions shall not be subject to either copayments or deductibles. The
commissioner shall make a report comparing the results of each pilot
program to the results under traditional workers’ compensa-
tion insurance and traditional workers’ compensation with a
care program. The pilot program shall serve as a tentative model for
future experiments.

(2) No policy for twenty-four (24) hour coverage shall become effective until
it is reviewed and approved by the commissioner, in consultation with
the commissioner of the Department of Insurance.

(3) The purchase of a twenty-four (24) hour health policy shall not consti-
tute an exemption from statutory provisions which require other
nonmedical insurance coverage. However, an insurance carrier shall
reduce its premium for insurance coverage written without the medical
or health care component. Notwithstanding the provisions of Subtitie
13 of KRS Chaggar 304, the premium reduction required in this
subsection shall be subject to the approval of the commissioner of the
Department of Insurance.

(4) If an employer obtains a twenty-four (24) hour health insurance policy,
pursuant to this section, to secure payment of compensation for medical
care and treatment under this chapter, the employer shall also procure
an insurance policy which shall provide indemnity benefits to ensure
that the total coverage afforded by both the twenty-four (24) hour
insurance policy and the policy providing indemnity benefits, shall
provide the total compensation required by this chapter.

(5) The participants in a pilot project for twenty-four (24) hour health
coverage sga.ll comply with periodic reporting requirements of the
commission.

(6) Each agency of state government shall cooperate with the commissioner
if requested to provide information for the purposes of this section.

(Enact. Acts 1994, ch. 181, Part 6, § 23, effective April 4, 1994; 1996, ch. 355,

§ 13, effective July 15, 1996.)
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342.375 LABOR AND HI7MAN RIGHTS 70

Eentucky Bench & Bar. Jones, A Defense Nortnern Kentucky Law Review, Jones,
Perspective of the Kentucky Workers' Com- House Bill 928: Solution or Band-Aid for
pensation Reform Legisiation (House Bill Kentucky Workers' Compensation?, 22 N. Ky.
%28}.2 (‘]fol. 58 No. 4, Fall 1994, Ky. Bench & L. Rev 357 (1995).

ar ZU.

342.375. Policy to cover entire liability of employer — Separate
p_olj::iy for specified plant or location may be autho-
rized.

Every policy or contract of workers’ compensation insurance under this
chapter, issued or delivered in this state, shall cover the entire liabijlity of
the employer for compensation to each employee subject to this chapter,
except as otherwise provided in KRS 216.2960, 342.020, 342.345, or 342.352.
However, if specifically authorized by the commissioner, a separate insur-
ance policy may be issued for a specified plant or work location if the liability
of the employer under this chapter to each employee subject to this chapter
is otherwise secured and provided that no employee transferred from one
plant or work location to another within the employment of the same
employer shall thereby lose any benefit rights accumulated under the
average weekly wage concept.

(4953: amend. Acts 1968, ch. 159, § 1; 1987 (Ex. Sess.), ch. 1, § 44, effective
January 4, 1988; 1994, ch. 181, Part 6, § 24, effective April 4, 1994; 1994, ch.
512, Part 6, § 21, effective July 15, 1994.)

Legisiative Research Commission Compiler’s Notes. Acis 1994, Chapter
Note. (7/15/94), This section was amended by 181, § 24 which amended this section, be-
1994 Ky. Acts chis. 181 and 512 which do not  came effective April 4, 1994 and not July 15,
appear to be in conflict and have been codified 1994 as shown in the historical citation in the
together. 1994 Cumulative Suppiement.

342.380. Commissioner of Department of Insurance to approve pol-
icy — Review — Appeal.

No policy of insurance or rider to be used therewith shall be issued or
delivered until a copy of its form has been filed with the commissioner of the
Department of Insurance at least thirty (30) days before such issue or
_delivery, unless before the expiration of thirty (30) days the commissioner of
*the Department of Insurance has approved the form thereof in writing; nor
if the commissioner of the Department of Insurance notifies the company in
writing that in his opinion the form of the policy or rider does not comply
with the laws of this state, specifying fully the reasons for his opinion. Upon
petition of the company, the decision of the commissioner of the Department
of Insurance shall be subject to review :I‘;the Franklin Circuit Court and to
appeal therefrom to the Court of Appeals.
(4954; 1994, ch. 181, Part 15, § 85, effective April 4, 1994; 1996, ch. 355,
§ 14, effective July 15, 1996.) - ,

342.382. Report of workers’ compensation experience.

(1) Any insurer authorized to write a policy of workers’ compensation
insurance shall trapsmit the following information on its workers’
compensation experience only to the Department of Workers’ Claims
and the Workers’ Compensation Advisory Council each year, and that
information shall be certified and reported on a net basis with respect
to reinsurance for nationwide experience and direct basis with respect
to Kentucky experience:

(a) Direct premiums written;
(b} Direct premiums earned;
{c) Dividends paid or credited to policyholders;
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PART I-A. PILOT PROGRAMS

Section
21. Pilot programs: Departmen: of Insurance: establishment.

22, Pilot program: certain provisions.
23. Pilot program: regquirements. contents,

§ 21. Pilot programs: Department of Insurance: establishment

The Depariment of Labor and the Department of Insurance. conjunctively,
after consultation with the office of worker's compensation administration in
the Department of Labor, are herebv authorized to establish no more than five
pilot health insurance programs, each such program to consist of only one
empiover. by participating emplovers for rwenty-four-hour insurance coverage
that shall terminate two vears after the first date of operation of the program,
unless extended by an act of the legislature. The pilor program shall monitor
the medical, hospital, and remedial care of emplovees and the provision of
prompt, effective care and earlier restoration of earning capaciry without
diminution of the qualitv of that care of the injured or disabled employee. In
order to implement the pilot health insurance program for emplovees, the
Department of Labor and the Department of Insurance, conjunctively, shall:

(1) Initate an initial pilot project for reimbursement to hospitals on diagnos-
tic-related groups upon determination that it is cost-effective and a statistically
valid method for retmbursement.

(2) Establish alternate delivery svstems using a heaith maintenance organiza-
tion model, which inciudes physician fees. competitive bidding, or capitation
models.

(3) Provide for the selection of providers of medical. hospital, and remedial
care and utilization review procedures established pursuant to R.S. 40:2725 to
control the utilization of care by physicians providing treatment pursuant to
R.S. 23:1121 through 1212.

(4) Establish by written agreement all appropriate fees for medical, hospital.
and remedial care pursuant to pertinent worker's compensation laws.

(5) Promote effective and timely utilization of medical, hospital, and remedi-

*al care of and by insured persons under the pilot program.

(6) Coordinate the duration of payvment of disability benefits with a determi-
nation by qualified participating providers of medical, hospital, or remedial
care.

(7) Establish other methods of monitoring the reduction of costs within the
worker's compensation svstem for health and disability care while maintaining
a quality of care.

(8) Provide public input and comment concerning the benefits, deductibles.
pre-existing conditions exciusions. and reiated components of the health care
portion of the twenty-four-hour employee insurance pilot program.

Added by Acts 1993, No. 636, § 1.
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pILOT PROGRAMS
pPart 1-A

R.S. 22:22

Historical and Statuterv Notes

an R.S. 22:21 was contained within Title 22
o the Louisiana Revised Staiutes of 1930 as
Lmended and reenacted by Acts 1991, No. 1031,
Ao~ 1991 No. 1031 was ic pecome effective
fapuany 1o 19830 However. Acts 1992, No. 3.
: | repealed Acts 1991, No. 1631 in its entirety.
Stective August 21, 19920 Consequently, the
cevemion of Title 22 by Acts 1991, No. 1031 did
nut take effect.

This section. enacted as R.S. 22:10 in 1993,

statutory revision authority of the Louisiana
State Law Instituie.

Title of Act:

An Act toc enact R.S. 22:10 througrn 12, reia-
tve 1o the Depariment of Labor and the Depart-
ment of Insurance. conuncuveiv; 1o authorize
the depariments 1o conduct a two-vear pilot
program for wwentv-four-hour heaith tnsurance
coverage; to provide for its contents. require-
ments, and report: and to provide for related

was redesignated as R.S. 22:21. pursuant to the  matters. Acts 1993, No. 636.

WESTLAW Electronic Research

See WESTLAW Electronic Research Guide following the Preface.
Louisiana Insurance Cases are available on WESTLAW database: LAIN-CS.
Annotated Louisiana Insurance Staunes are available on WESTLAW database: LAIN-ST.

§ 22. Pilot program; certain provisions

A. The Department of Labor and the Department of Insurance, conjunctive-
{v, mayv negotiate and enter into such contracts or agreements as may be
necessary or appropriate to implement the pilot program herein.

B. The Department of Labor and the Department of Insurance, conjunctive-
lv, may also accept grants and monies from any source as allowed by law and
may expend such grants and monies for the purposes of the program.

C. (1) No provision of the pilot program shall vary the methods for calculat-
ing weekly payments for disability compensation required under R.S. 23:1221
et seq.

(2} No provision of the pilot program shall limit or abrogate the right to a
hearing concerning benefits, coverage, or quality of care under state law.
Furthermore, each pilot program shall incorporate within its terms all provi-
sions of the Louisiana Workers’ Compensation law including but not limited to
the emplovee's rights with respect to selection of health care providers.

D.: The Department of Labor and the Department of Insurance, conjunctive-
lv, shall issue an interim report on or before December 1, 1994, and a final
report on or before the termination date of August 15, 1995, to the speaker of
the House of Representatives, the president of the Senate, the members of the
respective comnmittees on insurance in the House of Representatives and
Senate. and the governor, on its activities., findings, and recommendations
about the pilot program herein. The Department of Labor and the Department
of Insurance, conjunctively, shall monitor, evaluate, and report the following
information regarding physicians. hospitals, facilities, and other medical care
providers:

{1} Cost savings.

(2) Effectiveness.

(3) Effect on earning capacity and indemnity payments.
(4) Complaints from injured workers and providers.
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R.S. 22:22

INSURANCE CODE
Ch.

(3} Concurrent review of quality of care.

{(6) Other pertinent matters.

E. The information from the pilot program shall be reported in a formar 1o
permil comparisons o other similar dara or states.

Added by Acts 1993, No. 636, § |.

Historical and Statutory Notes

An R.S. 22:22 was contamed within Title 22
of the Louisiana Revised Statutes of 1930 as
amended and reenacted by Acts 1991, No. 1031.
Acts 1991, No. 1031 was 10 become effective
January 1, 1993, However, Acts 1992, No. 3,
§ 1 repealed Acts 1991, No. 1031 in its entirery,

revision of Title 22 bv Acts 1991, No. 103} did
not take effect.

This section, enacted as R.S. 22:11 in 1993,
was redesignated as R.S. 22:22, pursuant to the
statutory revision authority of the Louisiana
State Law Institute.

effective August 21, 1992. Consequently, the

8§ 23. Pilot program: requirements, contents

A. Everv emplover under the pilot program shall secure the payvment of
compensation by obtaining a twenty-four-hour heaith insurance policy which
shall provide medical benefits authorized by R.S. 22:21 through 23 and which
shall meet criteria established conjunctively by the Departinent of Labor and
the Department of Insurance by rule or regulation, promuigated pursuant to
the Administrative Procedure Act.’

B. The twenty-four-hour health insurance policy herein may provide for
health care by a health maintenance organization established by R.S. 22:2001
et seq. or a preferred provider organization established pursuant to R.S.
40:2201 et seq.

C. The premium for such twentv-four-hour health insurance policy shall be
paid entirely by the emplover.

D. The twenty-four-hour health insurance policy may utilize deductibles and
coinsurance provisions that require the employee to pay a portion of the actual
medical services received by the emplovee. However, such policy shall exempt
.the employee from deductibles and coinsurance provisions related to work or
‘occupational injuries or diseases.

E. In the event the employer purchases a twenty-four-hour health insurance
policy to secure payment of compensation as to medical benefits, the employer
shall also obtain an insurance policy which shall provide indemnity benefits, so
that the total coverage afforded by both the twenty-four-hour health insurance
policy and the policy providing indemnity benefits, shall provide the total
compensation required by state law.

F. Any insurance policy issued under a pilot program shall insure the
employer’s obligation to a named insured throughout the entire period of any
illness or disability, specifically, but not limited to the duration of benefits as
provided under the Louisiana Workers' Compensation law or the Louisiana
Insurance iaw for an emplovee and his dependents.

Added bv Acts 1993, No. 636, § 1.
LR.S. 49:950 et seq.
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pILOT PROGRAMS R.S. 22:23

Part 1-A
Historical and Statutorv Notes
This section, enacted as R.5. 2212 in 1993, :horiry. the reference to "R.S5. 22:10 through
was redesignated as RS, 22:24 pursuant to the 117 in subsec. A was changed 1o "R.S. 22121
oy revision authority of the Louisiana  through 237 to contonm 1o redesignaucns of the

wiale Law Institute. Pursuant o the same au- referenced sections.
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Chapter 39-A, Section 403 of Maine Revised Statutes
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wlrhsgnmcn AND SELF-INSURANCE 39-A §403

¢ 402. Prepayment of premium

An insurance company that issues ‘workers’ compensation insurance policies- may ot
require prepaymernt of premium more than % year in advance

1991, c. B85, § A~8, efl. Jan. 1, 1993.

Historical and Statutorv Notes

Derivation: Laws 1991, ¢ 885, § A-T.
Laws 1973, ¢. 559, § 1. Former § 22-A of title 39.
Laws 1977, c. 696, § 398.

§ 403. Insurance by assentin'g‘ émployer; requirements as to self-insurers

An employer sub3ect to this Act shall secure compensahcn and other benefits to the
employer’s empioyees in one or more of the ways described in this section. The failure of any
empioyer subject to this Act to procure insurance coverage for the payment of compensation
and other benefits to the employer’s employees in one of the ways described in this section
ecnstltmm faﬂure to secure payment of compensation provided for by thls Act within the

thatsecﬁon. N G

1. Insnrmg nnder woxkers compmsatmn insurance pohcy. The employer may comp}y
with this section.by insuring and keeping insured the payment of such compensation and
other:benefits under. a workers’ eomipensation. insarance policy. ‘The insurance company shail
file with the board notice, in the form required by the beard, of the issuance of any workers’
compensation policy to an employer. The insurance may not be cancelled within the time
hnntedmwchpohcyforﬁsupnanonuntﬂatimt%daysaﬁerthemsmwmpmy
madls to the board and to the employer a notice of the cancellation of the insurance. In the
event that the employer has obtained a workers' compensation policy from another insurance
company, or has otherwise secured compensation as provided in this section, and such
insurance or other security becomes effective prior to the expiration of the 30—-day notice

period, cancellation takes effect on the effective date of the other insurance or on receipt of

uri !‘:- e R . . P
2. Pilot projects. Workers' compensation health benefits pilot projects are authorized
under the following provisions.

»A The Supenntendent of Insurance shall adopt rules to enable employers and employ-
.. - ¢es to enter into agreements to provide the employees with health care benefits covering
. :workplace injury and fllness and nonworkpiace injury and illness and other health care
benefits, or heaith care and indemnity benefits covering workplace injury and illness and
nonworkplace injury and illness and other health care and indemnity benefits, in
comprehensive pilot projects. The health care and indemnity benefits may be provided
by: organizations authorized to do business under Title 24; insurers or health mainte-
nance organizations authorized to do business under Title 24-A; employee benefit plans;
and benefit plans of employers who self-insure under this section. The superintendent
shall review all pilot project proposals and may approve a proposal only if it confers
medical benefits, or medical. and indemnity benefits depending on the pilot project

. proposal, upon injured emploxees that are equal to or greater than the benefits available
under this Title. Indemnity benefits may only be modified in those pﬂot projects

~ providing medical and disability benefits for all workplace and nonworkplace diseases and
.. injuries. The superintendent shall revoke approval if the pilot project fails to deliver the
,benefits ‘contained in.the proposal._. A.pilot project proposal that provides indemnity

" benefits deviating in any way from the indemnity benefits provided under this Title must

.- includé in. ji5 application to the superintendent for approval under this section a
. met.ho'&logy for identifying both the costs and benefits of the deviations and 2 methodol-
, oy for comparing those costs and benefits to the costs and benefits provided under this
'Title. The superintendent may not approve a pilot project that does not provide, as
detgrmmsd.by the superintendent,.an adequate. basis for making the foregoing cost-

. benefit comparison between the pilot project and this Title. .
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9-A - §:403 WORKERS' COMPENSATION -
Title 39-A

B. Notwithstanding the provisions of section 206, the comprehensive health care
benefits pilot project may aliow for case management and cost control mechanisms,
including the use of preferred provider organizarions. The premium for coverage of the
emplovee for benefits available under this Title must be paid entirely by the employer.
The premium for other benefits may be paid by the employer, the employee or the
emplover and employee together. The deductible for the health care of the employee
may not exceed a maximum of $50 per injury or iliness and the coinsurance may not
exceed 35 per treatment of the employee by the heazlth care provider.

C. The Superintendent of Insurance shall report annually to the joint standing commit-
tees of the Legislature having jurisdiction over banking and insurance and Iabor matters
by November 1st on the status of any pilot projects approved by the superintendent.

Text of subsection 2, paragraph D, as amended by Laws 1995, c. 86, § 1.
D. Unless continned or modified by law, this subsection is repealed on January 1, 2001.

Text of subsection 2, paragraph D, as amended by Laws 1995, c. 277, § 1.
D. Unless continued or modified by law, this subsection is repealed January 1, 2001.

3. Proof of soivency and financial ability to pay; trust. The employer may comply
with this section by furnishing satisfactory proof to the Superintendent of Insurance of
solvency and financial ability to pay the compensation and benefits, and depositing cash,
satisfaetory securities,. irrevocable standby letters of credit issved by a.gualified financial
institution or a surety bond with the board, in such sum as the superintendent may determine
pursuant to subsection &, the bond to run to the Treasurer of State and to be conditionai upen
the faithful performance of this Act relating to the payment of compensation and benefits to
any injured employee. In case of eash or securities being deposited, the eash or gecurities .
must be placed in an account at-interest by the Treasurer of State, and the accumulation:of :
interest on the cagh or securities so deposited must be credited to the account and may not be :
paid to the employer to the extent that the interest is required to support any present value -
discounting in the determination of the amount of the deposit. Any security deposit must be
held by the Treasurer of State in trust for the benefit of the self-insurer’s employees for the.

purposes of making payments under this Act. If the superintendent determines that the self-
insurer has experienced a deterioration in financial condition that adversely affects the self--
insurer’s ability to pay obligations under this Act, the security amount may be in excess of the
minimum amount required by this Title.

Aiself-insurer may, with the approval of the Superintendent of Insurance, tse the following
types of security to satisfy the self-insurer's responsibility to post security required by the
superintendent: a surety bond; an irrevocsble standby letter of credit; cash-deposits and
acceptable securifies; andanaeinanaﬂydete:mmedfnﬂyfnndedm For purposes of this
section,” “tangible*netm:ﬂh means equity less assets that have no physical existence and
depend onexpeutedfumrebeneﬁtsforthezraseﬂbedvalue. A group self-insurer that
maintains a trust actuarially funded to the confidence level requned by the superintendent
may use an irrevocabie standby letter of credit as follows: Omly in an amount not greater
than the difference between the funding to the required confidence level and funding to the
confidence level reduced by 10 percentage points; only as long as the trust assets are not
used as collateral for the letter of credit; and only as long as the value of trast assets,
excluding the value of the letter of credit, are at least equal to the present value of ultimate
expected incurred claims, dmseﬁiementcostsand,xfdetgxmmedneee&arybythe
superintendent, administrative costs.
A. An individual self-insurer providing an irrevocable standby letter of credlt as
security shall file with the Superintendent of Insurance a letter of credit, on a form
approved by the superintendent, copies of any agreements or other documents establish- -
ing the terms and conditions of the employer’s reimbursement obligations to the finariciad -
mmmonmmgmeieﬁaofaeﬁtmgetherm&mpmofmreqnmdmm
agreements, mortgages or other agreements or documents granting - security -for'thet:
employer’s reimbursement obligations and any other agreements that contain conditiors;:
restrictions -or limitations of any kind upon the employer, the superintendent or* the«
Treasurer of State. The form of letter of credit approved by the superintendent fhusk
inelude. but is not limited to, all terms specificaily required by this-subsection and aBt -

66



APPENDIX G

Section 14.1 of Title 83 of the Oklahoma Statutes
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o ¢ 14
Note 48
once award based on joint petition was granted:
hospital which treated worker did not have nouce
of joim petition settiement proceeding and was
0ot party 10 joint petition. conseguently, joint
petition was not final as to hospital. and Court
retained junsdiction as if was required o ensure
that hospiai was paid for its services. Thomas v.
Oklahoma OQrthopedic & Arthritis Foundaton
Inc, Okla, 903 P2d 279 (1995), rehearing de-
nied.
49, —— Claims, jurisdiction

Workers’ compensation court is not vested
with jurisdiction over medical care provider's
claim for services rendered in absence of filing of
initial claim or notice of injury by injured em-
ployee or his employer. Romero v. Workers’
Compensarion  Court, Okia. 863 P.2d 1251
{1993).
58. Qut.of-state providers

Amounts recoverable by medical providers un-
der workers’ compensation statutes are limited o

WOURREILD U LIOYDA LIVLY

those set forth in scheduie of f22s. and no statuyg
tory language exempi$ out-of-siare prow
from its limir.  Bill Cooper Frac Tank Co. v
Coiumbia Remonal Hosp. Okla.App. 856 P24
586 {1993), cernoran demed.

When Missour: hospital chose 1o avail itself af
remedy unger Oklahoma workers' compensation
scheme, it subjected itself to limitations on that
remedy. Bill Cooper Frac Tank Co. v. Columbia
Regional Hosp., Okla.App., 856 P2d 586 (1993),
certiorari denied.

Any claim Missouri hospital had under Okla-
homa workers' compensation laws for compensa-
tion for medical services provided to worker
injured in the course and scope of his empioy-
ment in Oklahoma snder Oklahoma contract of
empioyment derived from injured worker’s rights,
and thus Oklahoma law governed ciaim. Bill
Cooper Frac Tank Co. v. Columbia Regional
Hosp., Okla.App., 836 P.2d 586 (1993}, certioran
denied.

§ 14.1. Integrated management of claims pilot program

The Insurance Commissioner of the State of Oklahoma shall establish a pilot program
of integrated management of an employer’s workers’ compensation and group health
insurance claims by an insurer authorized to do business in the state and shall
promuigate such ruies as may be necessary to implement the provisions of this seeton.
The integrated management of such claims shall in no event affect any benefits, rights
or coverage established pursnant to a workers' compensation insurance policy.

Added by Laws 1983, c. 349, § 8§ eff. Sept. 1, 1933.

§ 14.2. Certified workplace medical plans—Election by employee

A If 2 self-insured employer, group self-insurance association plan, an employer's
workers' compensation insuranee carrier or an insured, which shall include any member
of an approved group self-insured association, policyholder or public endty, regardiess of
whether such entity is insured by the State Insurance Fund, has congacted with a
workplace medical plan that is certified by the Commissioner of Health as provided in
Section 14.3 of this title, an empiocyee shall exercise the election for which provision is
made in subsection C of Section 14 of this title. If a self-insured employer approved by
the Workers' Compensation Court has in force a collective bargaining agreement with
" its employees, the certified workplace medical plan shall be selected with the approval of
both parties signatory to the collective bargaining agreement. Notwithstanding any
other provision of law, those employees who are subject to such certified workplace
medical plan shall receive medical treatment in the manner preseribed by the plan.
Qualified employers shall, when a contract of employment is made or on the annual open
enrollment date for the insurer's certified plan, provide the employee with writien notice
of and the opportunity to enroll in the pian or to indicate the employee’s desire to select
2 physician pursuant to paragraph 1 of subsection C of Secton 14 of this title. The
election must be made in writing:

1. Within thirty (30) days of employment;

2. Within thirty (30} days after an employee receives notice that a seli-insured
employer, group self-insurance association pian, or an empioyer's workers’ compensation
insurance carrier implements a certified workplace medical pian; or

3. On the annual open enrollment date of the certified workplace medical plan.

B. If an employee elects not to enroll in the certified workplace medical plan, the
employee shall provide 2 list of physicians who meet the requirements set forth in
paragraph 1 of subsection C of Section 14 of this title. The employee’s list of physicians
may be updated on the annual open enrollment date of the certified workplace medical
plan. Procedures and forms for enrcliment shall be provided by the self-insured
employer, group self-insurance association plan, insurance carrier or an insured, which
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3012

LABOR AND INDUSTKIAL RELALIUVIND

support for the injured workers and their
dependents; and

{c) An exciusive. statutory system of
compensation will provide the best societal
measure of those injuries that bear z suffi-
cient relationship i empioyment to merit
incorporation of their costs into the stream
of commerce.

(2) In consequence of these findings, the
objectives of the Workers” Compensation
Law are declared to be as follows:

{a) To grovide, regardiess of faulf, sure,
prompt and complete medical treatment for
injured workers and fair, adequate and rea-
sonable income benefits to injured workers
and their dependents;

(b} To provide a fair and just administra-
tive system for delivery of medical and f-
nancial benefits to injured workers that
reduces litigation and eliminates the adver-

sary nature of the compensation proceedings,
to the greatest extent practicable;

{¢) To restore the injured work;:ﬁphys—
ically and economically to a self- cient
status in an expeditious manper and to the
greatest extent practicable;

(d) To encourage maximum employer im-
plementation of accident study, analysis and
Frevention programs to reduce the economic
oss and human suffering caused by indus-
trial accidents; and

(e) To provide the sole and exclusive
source and means by which subject workers,
their beneficiaries and anyone otherwise en-
titled to receive benefits on account of inju-
ries or diseases arisix;ia%ut of and in the
course of employment seek and qualify
for remedies for such conditions.

* {3) In recognition that the goals and ob-
jectives of this Workers’ Compensation Law
are intended to benefit all citizens, it is de-
clared that the provisicns of this law shall
be interpreted in an impartial and balanced
manner. (1981 <3535 529 (enacted in lLieu of 656.004)
1995 ¢332 i

Note: See aotes under 658.202.

Note: The amendments to 656.012 by secdon 4a,
chapter 332, Oregop laws 1995, become operadve De-
cember 31, 2000. See section 4a. chapter 332, n
Laws 1995. The text that is operative on and after
cember 31, 2000, ia set forth for the yser's copvenience.

656.012 (1) The Legisiative Assembly finds that:

(a) The performance of various industrial enter-
rises necessary to the eonchment and economic well-
inf of all the citizens of this state will inevitably
involve injury to some of the workers employed in those
enterprises; and

{b} The method provided by the common law for
compensating injured workers inveolves long and costly
litigation, without commensurate benefit :o either the
injured worksrs or the employers, and often requires the
taxpayer t0 provide expensive care and support for the
injured workers and their dependents.
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¢2) In copsequence of these findings, the objectives
of the Workers’ Compensation Law are declared to be
as follows:

{a) To provide. regardless of fauit. sure, prompt and
compliete medical treamment for injured workers and
{air. agequate and reasonabie income pepefits 10 niured
workers and their dependents:

(b} To provide a fair and just adminstrative system
for delivery of medical and financial benefits to injured
workers that reduces litigation and eliminates the ad-
versary nature of the compensation proceedings, to the
greatest extent practicable;

{e} To restore the injured worker physically and
ecopomically to a self-sufficient status in an aped’:twus
manner and to the grestest extent practicable; and

(@) To encourage maximum emplover 1mplementa-
tipn of accident study, anaiysis and prevention pro-
grams to reduce the economic loss and human i
caused by industrial accidents.

(3) In recognition that the goals and objectives of
this Workers’ Compensation Law are intended to benefit
ali citizens, it is decigred that the provisions of this law
shall be interpreted in an impartial and balanced man.
ner.

COVERAGE

(Combined Health Coverage:
Pilot Program) |,

Note: Seciions 1 1o 6, chapter 758, Oregon Laws
1993, provide:

8ec. 1. (1) The Director of the Department of Con-
mcrugdBu&am i mayiin.iﬁat.aapiiotﬁ
gram ier which participating empioyera may meet
requirements to provide medical coverage under ORS
chapter 656 slong with nonwork-connected health care
provided by the employer by providing the coverage
through a heslth or workers’ compensation insurance
policy or plan or self-funded health plan.

{2) The director may authorize participation by an
amplr:f:r, insurer or heaith care service contractor in
the pilot program on or before July 1, 1994, &;:'angriod
not to exceed four years. The director may the
authority at any time at the discretion of the direstor.

(3) On Japuary 1, 1995, and each six months there-
after during the pilot period, the director shail report
to the Presmident of the Sepate and the Speaker of the
Heuse of Representatives for referral to a iate in-
terirs or standing committees of the isiative Assem-
bly on the sterus of the pilot program, including suy
recommendation for legislation, if necessary, to improve
the efficiency of the program.

{(4) The director by rule shall adopt standards to
govern the piiet program. Particpanng employers, in-
anrers and health care service coptractors must comply
with ﬂagsﬁmhie provisions of ORS chapters 654, 656 and
659 the Insursnce Code. Except as otherwise pro-
vided in this subsection, for the purposes of the pilot
program, the director by rule may exempt participating
employers, insurers and Lealth care service contractors
from admunistrative provisions of ORS chapter 656, in-
cluding, but pot limited to, ORS 656.248, €56.252 and
656.254. The director shall not establish exemptions af-
fecting benefits or other rights of a subject worker or
other person whose benefits or other rights derive from
the subject worker.

(5) The presentation of a medical bill to the carrier
or the empioyer under the pilot program authorized
under subsectisn (1) of this section does not in itself
constitute a cleim under ORS chapter 656. A claim for

coverage under ORS chapter 656 must be filed in tha

manper prescribed in ORS chapter 656. (1993 £.758 §1)

(1985 Edition)
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358.018

‘' Sec. 2. (1) For the purpose of participating in the
viiot program described 1n section I of this Act. an in-
sdarer transacting health ipaurance may offer medijcal
soverage requirea under ORS chapter 656 as part of the
health insurance coverage offered under a health insur.
ance policy under the Insurance Code. However. excent
as the director provides by rule under secuon 1 of this
Act, for purpeses of providing medical coverage re-
quired under QRS chapter 656, such ac insurer 1s sub-
ject to the requirements of ORS chapter 656.

(2) An insurer offering medical coverage as pro-
vided in sabsection (1) of this section is not required to
obtair authorization under its certificate of authonty
to transact werkers' compensation insurance n orger
to offer the medical coverage.

{3} An ipsurer to whom this section applies is not
sublect to ORS 731.554 (2), 731.628 or 742.041 with re-
spect to the coverage offered under this section.

{4) This section does not authorire an insurer to
rnmde workers’ compensation disability coverage un-
ess the certificate of authority of the insurer authorizes
the insurer to transact wotkers
2ace. (1992 758 §2]

SBec. 3. (1) For the purpose of participating in the

ilot program d i in section 1 of this Act, a

th care serviee contractor as defined in QRS 750.005
may offer medical coverage required under ORS chapter
656 as part of the health care services as defined in ORS
750.005 provided by the health care service contractor.

, except as the director provides by rule under
section 1 of this Act, for purpcses of providing the

coverage, such 2 heaith care service contractor
is subject to the requirements of ORS chapter 656.

(2) A health care service contractor offering med-
ical coverage as provided in subsection (1) of this sec-
tion is not required to obtain separate authority to
transact workers’ compensation insurance in order to
oﬁ:memedimlmmpanofthehealthm
services provided by the care Service contractor.

(3) This section does not authorize a health care
service contractor to provide workers’ compensation
disability coverage er its certificate of authority.
{1993 758 §3]

" Sec. 4. (1) For the purpose of participating in the
pilot program described 1n section 1 of this Act an in-
surer transacting workers’ compensation coverage rmay
offer heaith insurance governed by the provisions of the
Insurance Code in cnnjunctiottlh:ith the workers’ 3;5
pensation coverage meebing requirements of
chapter 656

(2) An insurer offering health insurance as pro-
vided in subsection (1) of this section is not required to
obtain authorization under its certificate of authori
to transact heaith insurance in order to offer heai
insurance.

_(3) An insurer to whom this section applies is not
subgect to ORS 731.554 (1) or 742.041 with respect to the
coverage offered under this section [1993 c.758 §4)

Sec. 5. The Director of the Department of Coa-
sumer and Business Services shall establish an advisory
comymittes to assist in the implementation and evaiu-
ation of the pilot program described in section 1 of this
Art. The advisory committee shall include represen-
tatives of employsm, workers and their representatives,
insqrers and heaith care providers. {1993 <758 §5)

Sec. 6. This Act is repealed on Juiy 1, 1998, [1993
c.758 §5]
658018 {1965 c.285 §5; 1967 ¢.341 §3; repealed by 1975
¢.556 §20 (656.017 enacted in beu of 656.016)}
to pay

" compen=ation insur-

656.017 Employer required
compensation and perform other duties;
state not authorized to be direct respon.
gibility employer. (1) Every employer sub-
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ject tc this chapter shall maintain assurance
with the director that subject workers of the
empiover and their beneficiaries will receive
compensation for compensable injuries as
provided by this chapter and that the em-
ployer will perform all duties and pay other
obligations required under this chapter, by
qu. £g:
(a) As a carrier-insured employer; or

(b) As a self-insured employer as provided
by ORS 636.407.

(2) Notwithstanding ORS chapter 278,
this state shall f)rovide compensation insur-
ance for its employees through the State Ac-
cident Insurance Fund Corporation.

{3) Any employer required by the stztutes
of this state other than this chapter or by
the ruies, regulations, contracts or proce-
dures of any agency of the Federai Govern-
ment, this state or a political subdivision of
this state to provide or agree to provide
workers’ compensation coverage, either di-
rectly or through bond requirements, may
provide such coverage by any m pro-
vided in this section. [1975 ¢556 821 (enacted in
lieu of 656.016; 1977 c.659 §1; 1979 c815 £1; 1981 c854
§3; 1985 <731 §30]

656.018 Effect of providing coverage;
exclusive remedy. (1Xa) The liability of ev-
ery employer who satisfies the duty required
by 656.017 (1) is exclusive and in place
of all other liability arising out of injuries,
diseases, symptom complexes or similar con-
ditions arising out of and in the course of
employment that are sustained by subject
workers, the workers’ beneficiaries and any-
one otherwise entitled to recover damages
from the employer on account of such condi-
tions or claims resuiting therefrom, specif-
ically including claims for comtribution or
indemnity asserted by third persons from
whom damages are sought on account of
such conditions, except as specifically pro-
vided otherwise in this chapter.

(b) This subsection shall not apply to
claims for indemnity or contribution asserted
by a corporation, individual or association of
individuals which is subject to regulation
pursuant to ORS chapter 757 or 759.

(¢) Except as provided in paragraph (b}
of this subsection, all agreements or warran-
ties contrary to the provisions of paragraph
{a) of this subsection entered into after July
19, 1977, are void.

(2) The rights given to & subject worker
and the bene%ciaries of the subject worker
under this chapter for injuries, diseases,
symptom complexes or similar conditions
arising out of and in the course of empioy-
ment are in lieu of any remedies they might
otherwise have for such injuries, diseases,
symptom complexes or similar conditions

(1995 Edition)
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TWENTY-FOUR HOUR COVERAGE PILOT PROJECT MODEL ACT

Table of Contents

Section 1. Title

Section 2. Purpose

Section 3. Commissioner’s Authority and Responsibility

Section 4. Definitions

Section 5. Carriers Authorized te Participate in the Pilot Projects
Section 6. Contracts to Provide Pilot Projects

Section 7. Grant Moneys

Section 8. Pilot Plan Coverage

Section 9. Exclusive Remedy and Prohibited Defenses
Section 10. Approval of Policy Language

Section 11, Approval of Rates and Rating Plans
Section 12. Examination of Records .
Section 13. Loss Reserve Standards

Section 14. Statistical Reporting

Section 15. Guaranty Fund Participation

Section 16. Special Assessments

Section 17. Premium Taxation

Section 18, Complaints

Section 19. Report to the Legislature

Section 20. Effective Date

Section 1. Title
This Act shall be known as the Twenty-Four Hour Coverage Pilot Project Model Act.

Section 2. Purpose

It is the intent of the Legislature of [insert state] to determine whether the costs of the workers’
compensation system and the health care delivery system can be more effectively managed than
under the current system by combining the benefits required by linsert section requiring the
provision of workers’ compensation medical benefits] with the benefits offered under a group health
insurance policy or benefit plan. Therefore, the Legislature of [insert state] authorizes the
establishment of up to ten (10) pilot projects to be administered by the [insert state] Department of
Insurance after consulting with the {insert appropriate workers’ compensation administrator]. Each
pilot project shall terminate five (5) years after the first date of operation of the project, unless
extended by an Act of the Legisiatore.

Section 3. Commissioner's Authority and Responsibility

All pilot projects are subject to approval by the commissioner. The commissioner shall promuigate
ruies and regulations in order to implement these pilot projects, after consulting with the {insert
workers’ compensation administrator} regarding:

Drafting Note: Wherever the word “commissioner” appears in this Act, the appropriate designation for the chief insurance
supervisory official of the state should be inserted.

A Benefits required to be provided by the contract;

Copyright NAIC 1994 960-1
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Section 4.

E.

A

Twenty-Four Hour Coverage Pilot Project

1) Benefits required to be paid after the expiration of the pilot projects for
compensable work-related injuries which occurred during the term of the
project: The Insurance Commissioner shall determine if the additional
benefits may be provided under a twenty-four hour insurance policy or under
a traditional workers’ compensation policy;

(2) Health insurance benefits required o be paid after the expiration of the pilot
projects: Policies issued to provide health insurance benefits following the
pilot project shall not exclude conditions which first became known or
manifested during the period of the pilot project unless treatment is being
rendered under a workers’ compensation policy;

Rights of the employee to benefits in the event of cancellaion of coverage or
termination of employment prior {o the expiration of the pilot project;

All reporting requirements; and

Grievance procedures.

Definitions

“Carrier” means an insurance company, [nonprofit hospital and surgical corporation]

or health maintenance organization licensed to transact the business of insurance in
this state. d

Drafting Note: Where the phrase “nonprofit hospital and surgical corporation” appears in this Act, the appropriate
designation for the Blue Cross/Blue Shield plan of the state should be substituted, if desired.

860-2

B.
C.

“Commissioner” means the Insurance Commissioner of this state.

“Complaint™ means any dissatisfaction expressed to a twenty-four hour medical
insurance policy carrier or [insert name(s) of relevant state agencies that can accept
complaints] by an employer, injured worker or covered dependent concerning health
care provided, services or a decision rendered under a twenty-four hour medical
insurance policy.

“Designated workers' compensation statistical agency” means the entity licensed to
collect and analyze workers’ compensation experience by [insert name of relevant

state agency].

“Experience modification factors” mean factors promulgated in accordance with the
approved plan, for prospective application, which reflect the relative loss experience
of an insured.

“Form” or “policy form” means the contractual agreement between the carrier and the
insured that provides the terms and conditions of the coverage granted. It includes
the contract or policy, any declarations or certificate, any endorsement or rider, the
benefits plan or any other document that amends the insurance contract.

“Group health plan” means a group policy of health insurance, or group contract with
a health care service contractor, in compliance with the insurance code.

“Subject worker” means an employee who is subject to the provisions of [insert
applicable provisions of the workers’ compensation act of the state].
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L “Twenty-four hour medical insurance policy” means a single insurance policy or plan
that provides health care benefits for both work-related and non-work-related
injuries, but which may provide either disability benefits only for work-related
injuries or both work-reiated and non-work-reiated injuries.

J. “Work-related injury” means that type of injury, iliness or digease, inciuding death,
which is considered to be a “compensable injury” under [insert section defining
“compensable injury” under state’s workers’ compensation law].

Section 5. Carriers Authorized to Participate in the Pilot Projecis

A carrier authorized to write workers’ compensation insurance pursuant to Section [insert section of
insurance law granting authority to write workers’ compensation] or authorized fo write heaith
insurance or health benefits plans pursuant to Section {insert section of insurance law granting
authority to write health insurance] may, without further amending its certificate of authority,
participate {either singly, jointly or by contract,] in the pilot project and issue insurance contracts of
the type specified in Section 8, if approved by the commissioner. The commissioner shall consider at
least the following criteria in the approval process for carriers to participate [either singly, jointly or
by contract,] in the pilot project:

Drafting Note: The bracketed phrase may be added if your state desires to aliow more than one carrier to be fovolved in a
singie pilot project.

A A demonstrated history of financial stability;

B. The ability to establish reserves and additional deposits the commissioner decides
may be necessary for occurrence based claims;

C. The ability to commit necessary resources for the duration of the entire pilot project;
D. The structural ability to establish managed care arrangements;
A demonstrated ability to comply with the reporting requirements of the pilot project;

F. The ability to provide recommendations to employers and implement safety, wellness
and loss control programs;

G. Minimum capital and surplus as determined by the commissioner;
The acceptance by all employers of the terms and conditions of the pilot project; and

L An approved complaint procedure, described in writing and provided to all affected
workers and heaith care providers.

Section 6. Contracts to Provide Pilot Projects
The commissioner, after consultation with the finsert workers’ compensation administrator], is
authorized, without a requirement that there be a bidding process, to enter into contracts with

carriers, health care providers and other persons and entities as may be deemed necessary and
appropriate to carry out the purposes of this pilot project.

Copyright NAIC 1994 960-3

&3

L

LT
i



Section 7.

Twenty-Four Hour Coverage Pilot Project

Grant Moneys

The commissioner may accept grants and gifts of money from any public or private public-interest or
eleemosynary institution, person or foundation as may be deemed reasonably appropriate and in the
best interests of the state for the purpose of implementing the pilot project.

Section 8.

A

960-4

Pilot Plan Coverage

Covered members: for work-related injuries, covered members of the plan shall be
limited to subject workers of the participating employer, as defined in [insert
reference toc employees covered under the workers’ compensation act of the state]. For
non-work-related injuries, covered members may be restricted to those workers
designated by the employer to be covered by the twenty-four hour medical insurance
policy and may include their family members.

Disclosure to covered members: each pilot plan must provide written disclosure of
plan provisions to covered members in 2 timely, accurate, complete and
understandable manner. Each disclosure to plan members must comply with the
provisions of the [insert insurance law, workers’ compensation act and related rules
of the state]. T

Health care services:

{1 Coverage of work-related injuries must comply with all provisions of [insert
reference to the workers’ compensation act of the state], except as provided in
this Act. It is the responsibility of the carrier to ensure that all required
health care services are provided for every work-related injury;

2 Coverage of non-wark-related injuries must comply with the terms of the
group heaith plan portion of the pilot project;

3 Nothing in this law shall be construed to establish concurrent or double
coverage for the same injury, illness or disease under Paragraphs (1) and (2)
of this subsection; and

(4) Notwithstanding the provisions of [insert reference to statutery or regulatory
fee schedules}, carriers writing twenty-four hour coverage under the pilot
project may negotiate provider and hospital fees for all heaith care services
provided under the pian.

Coordination of health care coverage: once a subject worker suffering a work-related
injury has achieved maximum medical improvement, coverage of health care services
that are included in the group health plan portion of a pilot project, but are not
compensable under [insert reference to the workers’ compensation act of the state],
shall not be denied to pilot project plan members solely because the services have
been prescribed to treat a work-related injury.

Copayments and deductibles: all twenty-four hour pilot plans shall include a
schedule of allowable copayments and deductibles, which shall be in accordance with
one of the following six (6} alternatives:

(1) First alternative: no copayments and/or deductibles allowed for work-related
injuries



2

(3)

Copyright NAIC 1994
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{a) Coverage of work-related injuries shall not require any copayment or
deductible to be paid by subject workers. Coverage of non-work-
related injuries may require copayments or deductibles to be paid by
pian members;

(b If a workers’ compensation claim has been filed by a covered worker,
copayments and deductibles may not be collected from the worker for
any health care services related to the claim, uniess the claim has
been denied. If the claim is subsequently denied or the services are
determined to be unrelated to the ciaim, the worker may be billed
retroactively and held liable for the copayment or deductibles; and

(c) If any copayment or deductible is paid by a subject worker for heaith
care services that are later determined to be work-related, the pilot
project plan shall refund the amount paid within fifteen (15) days of
the determination. -

Second alternative: small, equal copayments allowed for work-related
injuries and non-work-related injuries

(a) Twenty-four hour coverage pilot projects may require copayments of
up to $10 per office visit to be paid by subject workers, for health care
services required as a result of work-related injuries. Twenty-four
hour coverage pilot projects may require the same copayments of up
to $10 per office visit to be paid by those workers entitled to coverage
under the pilot project for health care services required as a resuit of
non-work-related injuries. No other copayments or deductibles may
be charged to workers covered under the pilot; provided, however,
that other copayments or deductibles may be charged for various
health care services and pharmaceuticals required as a result of
injuries, illnesses or diseases of family members of workers covered
under the family plan; and

{b) For purposes of data integrity and premium calculation, the carrier
shall keep track of those health care services initially thought to be
work-related and later determined not to have been work-related, and
those health care services initially thought not to be work-related but
later determined to have been work-related, and shall apply any
deductibles received to the appropriate accounts.

Third alternative: copayments allowed for work-related injuries and non-
worlk-related injuries but may be waived with use of provider networks

(a) Twenty-four hour coverage pilot projects may require copayments of
$25 per office visit to be paid by subject workers for health care
services required as a result of work-related injuries. Twenty-four
hour coverage pilot projects may require the same $25 copayments
per office visit to be paid by those workers entitled to coverage under
the pilot project for health care services required as a result of non-
work-related injuries. No other copayments or deductibles may be
charged to warkers covered under the pilot; provided, however, that
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(4}

(5)

(b

(c)

Twenty-Four Hour Coverage Pilot Project

other copayments or deductibles may be charged for various health
care services and pharmaceuticals required as a result of injuries,
illnesses or diseases of family members of workers covered under the
family pian;

The copayments payable by subject warkers for work-related injuries
shall be waived if the subject workers agree to secure health care
services through health care provider networks designated by the
employer or carrier. Copayments and deductibles for other injuries,
illnesses and diseases covered under the plan shall be appropriately
reduced if the other workers and family members agree to secure
heanlth care services through health care provider networks
designated by the employer or carrier; and

For purposes of data integrity and premium calculation, the carrier
shall keep track of those health care services initially thought to be
work-related and later determined not to have been work-related, and
those health care services initially thought not to be work-related but
later determined to have been work-related, and shall apply any
deductibles or copayments received to the appropriate accounts.

Fourth alternative: deductibles or copayments, or both, on work-related
injuries and non-work-related injuries in return for twenty-four hour
disability benefits '

(a)

(b)

(3]

Twenty-four hour coverage pilot projects may require copayments or
deductibles for various health care services and pharmaceuticals
required as a resmit of work-related injuries or non-work-related
injuries covered under the pilot; ;

All disability income and rehabilitation benefits available for work-
related injuries under the pilot shail also be available for non-work-
related injuries of employees under the group health portion of the
pilot; and

For purposes of data integrity and premium calculation, the carrier
shall keep track of those health care services initially thought to be
work-related and later determined not to have been work-related, and
those health care services initially thought not to be work-reiated but
later determined to have been work-related, and shall apply any
deductibles or copayments received to the appropriate accounts.

Fifth alternative: deductibles or copayments, or both, on work-related
injuries and non-work-related injuries in return for employer payment of

entire premium

{a)

Twenty-four hour coverage pilot projects may require copayments or
deductibles for various heaith care services and pharmaceuticals
required as a result of work-related injuries or non-work-related
injuries covered under the pilot project; provided, however, that the
employer shall pay the entire premium for the plan, including the
same level of contribution for dependents’ coverage that was in place
prior to the implementation of the pilot project; and
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(b) For purposes of data integrity and premium calculation, the carrier
shall keep track of those heaith care services initially thought to be
work-related and later determined not to have been work-related, and
those health care services initially thought not to be work-related but
later determined to have been work-reiated, and shali apply any
deductibles or copayments received to the appropriate accounts.

Sixth alternative: deductibles or copayments, or both, and managed care on
work-related injuries and non-work-related injuries in return for disability
henefits.

(a) Twenty-four hour coverage pilot projects may require copayments or
deductibles for various heaith care services, disability and
rehabilitation  services, behavioral  Thealth services, and
pharmaceuticals required as a result of work-related injuries or non-
work-related injuries; )

(b) Al income and disability benefits available for work-related injuries
shall be available for non-work-related injuries of covered members;

(c) All non-emergency services covered under the twenty-four hour
coverage plan may be provided through a limited network of
participating providers; and .

(d) For purposes of data integrity and premium calculation, the carrier
shall keep track of those services initially thought to be work-related
and later determined not to have been work-related, and those
services initially thought not to be work-related but later determined
to have been work-related, and shall apply any payments made by
covered members to the appropriate accounts.

F. The use of provider networks is subject to the following conditions:

(1)

(2)

Copyright NAIC 1994

A pilet project may deliver health care services through a limited network of
participating health care providers and may restrict coverage for non-
network providers by application of the deductibles and copayments specified
in this act;

The pilot project may establish the amount and manner of payment to the
provider network. Pilot projects may implement cost containment features
which may include, but are not limited to, preadmission certification for
inpatient and selected outpatient services, second medical opinions for non-
emergency surgery, reasonable limitations on services and providers, and the
use of utilization review mechanisms. These arrangements shall not unfairly
deny benefits for medically necessary covered services. Further, the
arrangements shall not create a situation whereby the provider network is
required to accept a tramsfer of risk from the employer to the provider
network, unless the provider network has also been properly licensed by the
insurance department. Agreements to provide reduced fees for service would
be considered acceptable. Agreements to provide services on a capitation
basis would be considered to involve a transfer of risk requiring proper
licensure;
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(3) If network restrictions apply, the pilot project plan shall inciude provisions to
assure adequate coverage of emergency services and treatment needs outside
the pilot project’s service area;

Y] The provider network must be shown to have the skills and resources
necessary to provide for the care and treatment of work-related injuries; and

(5) The terms and conditions of network coverage and a listing of all
participating providers by service category shall be fully disclosed in the pilot
project application and to all plan members.

Disability and rehabilitation benefits: coverage under a pilot project shall provide
disability income and rehabilitation benefits for work-related injuries at least
equivalent to that ordinarily provided under a workers’ compensation policy, as
specified in [insert reference to the workers’ compensation act]. No provision of the
pilot project may decrease the weekly payments for disability compensation under
{insert applicable provisions of the workers’ compensation act].

Employers’ liability coverage: coverage under a pilot project shall provide the
employers’ lisbility coverage that is ordinarily provided under a workers’
compensation policy.

Effective date of coverage: coverage under a pilot plan shall begin on the effective
date specified in the pilot plan agreement. Workers’ compensation coverage shall not
be interrupted because of the initiation of a pilot plan. Injured subject workers will

continue to receive workers’ compensation benefits from the current workers’
compensation carrier without interruption.

Coverage beyond the expiration of the pilot project:

(1) Coverage of work-related injuries beyond the expiration of a pilot project
must comply with the provisions of [insert reference to the workers’
compensation act]. No interruption of workers' compensation coverage shall
occur solely because of the expiration of the pilot project.

@ To ensure continuity of care, the pilot project application shall specify the
manner in which covered members will receive health care services beyond
the expiration of the pilot project.

Payment of premiums: premiumms for the group health plan portion of pilot project
may be shared by the employer and the covered members in accordance with the
terms of that portion of the plan. Premiums for the workers' compensation portion
must be fully paid by the employer. A delineation of the premiums attributable to
the two portions of coverage must be maintained by the plan to ensure compliance
with this subsection.

Exclusive Remedy and Prohibited Defenses

The exclusive remedy provisions pursuant to Section [insert section providing workers’ compensation
exclusive remedy provisions] apply to work-related injuries covered by the twenty-four hour medical
insurance policy. Likewise, the prohibited defense provisions pursuant to Section [insert section
providing workers' compensation prohibited defense provisions] apply to actions to recover damages
brought by employees against employers for work-related injuries covered by the twenty-four hour
medical insurance policy.
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Section 10. Approval of Policy Language

The twenty-four hour medical insurance policy, any declarations or certificate and any endorsement
or rider shall not be issued or delivered to a participating employer until a copy of the form is filed
with the Department of Insurance and approved by the commissioner as conforming with the
requirements of this Act and any other applicable law. The commissioner shall promptly review the
filing and either approve or disapprove the filing within [insert number] days of the date the filing
was received by the Department of Insurance. The commissioner may, by rule, direct the use of
specific policy language for the period of the pilot project.

Section 11. Approval of Rates and Rating Plans

Each insurer participating in the pilot project shall file with the commissioner its manual of rules,
rates and rating systems that will be applicable to the pilot project. Rates shall not be excessive,
inadequate or unfairly discriminatory. The commissioner shall promptly review the filing and either
approve or disapprove the filing within {insert number] days of the date the filing was received by
the Department of Insurance. The insurer shall not apply a rating plan that will prohibit it from
complying with the statistical reporting requirements of Section 14.

Section 12. Examination of Records

The commissioner may, as often as the commissioner deems necessary, make or cause to be made an
examination of the books and records of the carriers and insured employers participating in the pilot

project. A
Section 13. Loss Reserve Standards

The commissioner shall review, approve and monitor standards for the estimation of the ultimate
losses incurred under the twenty-four hour medical insurance policy. Carriers shall report data on
loss reserves in at least as much detail as required for reporting workers’ compensation loss reserves
on Schedule P of the annual statement. Every carrier participating in a pilot project shall annually
submit the opinion of a qualified actuary as to whether the reserves held in support of the twenty-
four hour medical insurance policy are computed appropriately, are based on assumptions which
satisfy contractual provisions, are consistent with prior reported amounts and comply with
applicable laws of this state. The commissioner may, by rule, define the specifics of this opinion.

Section 14.  Statistical Reporting

The commissioner shall, by rule, establish reasonable and necessary standards for collecting and
compiling the premium and loss experience incurred under the twenty-four hour medical insurance
policy. The commissioner may require that experience under the pilot projects be split as to work-
related and non-work-related medical claims. These standards shall include, but are not limited to,
provision of information necessary for the commissioner to complete the report specified in Section
19, provision of information to the designated workers’ compensation statistical agency consistent
with its statistical plan so that the integrity of the workers’ compensation statistical database is
maintained, and provision of information to the designated workers' compensation statistical agency
consistent with its statistical plan so that the experience rating plan may be applied to the
participating employer in accordance with the applicable experience rating plan approved for use in
the state. The carrier shall continue to report data on losses that remain open after the termination
of the pilot project in the same manner prescribed in this section until all losses have been paid.
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Section 15. Guaranty Fund Participation

The twenty-four hour medical insurance policy shall be classified as property and casualty coverage
regardless of the carrier approved to provide the coverage. As such, the carrier shall be obligated to
participate in the property and casualty guaranty association specified in [insert applicable section
providing for participation in the property and casuaity insurance guaranty associationj. All
premiums collected for the twenty-four hour medical insurance policy shall be considered assessable
premiums for purposes of participation in the guaranty association. In the event of insolvency of the
carrier, the guaranty association shall honor the full extent of the contractual obligation assumed by
the carrier under the twenty-four hour medical insurance policy.

Section 16. Special Assessments

A carrier providing coverage to an employer through the twenty-four hour medical insurance policy
is obligated to participate in the {insert reference to residual market mechanism, second injury fund
or other fund that relies on assessments from workers’ compensation insurance premiumsj. For
purposes of calculation of this special assessment, the commissioner shall establish by rule, or order,
the amount of premium generated under the twenty-four hour medical insurance policy which shall
be considered assessable premium.

-

Drafting Note: A state should consider the ratio of the workers’ compensation standard premium to the total premium for
both workers’ compensation and the heaith insurance plan used by the employer in choosing an appropriate amount. States
with relatively small residual market shares for workers’ compensation may choose to exclude this section. States shonld
consider loss based assessments, if applicable. s

Section 17. Premium Taxation

All premium received by any carrier under a twenty-four hour pilot project shall be reported by that
carrier as direct written property and casualty premium, and shall be subject to premium taxation as
such.

Drafting Note: Workers’ compensation premium is subject to a variety of taxation appmaches States should consider the
ramifications of the premium taxation approach to be taken upon the proposed pilot project.

Section 18. Complaints

Any participating empioyer who is aggrieved by a participating carrier may file a compliant with the
commissioner. Additionaily, any employee of a participating employer who is aggrieved by a
participating carrier may file a compliant with the commissioner. The commissioner shall review the
complaint and refer any complaints involving work-related injury to {insert the appropriate workers’
compensation administrator]. The commissioner may, by rule, establish procedures to address
complaints received under the pilot project. The commissioner shall maintain a record of all
complaints received.

A participating carrier shall have an approved complaint procedure, described in writing and
provided to the affected workers and their covered dependents, employers and health care providers.

At the time the twenty-four hour policy is issued, the carrier shall provide detailed information to
employers and covered dependents, workers and health care providers describing how a complaint
may be registered with the carrier.

Carriers shall review complaints in a timely manner and shall transmit them to the individuals
employed by the carrier who have the authority to fully investigate the issue and take corrective
action. 90
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The complaint procedure shall provide that decisions be made upon complaints within {insert
number] days of receipt by the carrier and that corrective action is taken upon complaints
determined to be valid by the carrier within.[insert number] days of the determination.

The carrier shall report annually, not later than March 31 to the Insurance Commissioner and for
work-related injuries to {insert the appropriate workers’ compensation administrator] regarding its
complaint procedure activities for the prior calendar year. The report shall be in a format approved
by the Insurance Commissioner and shall contain the number of complaints filed in the past year
and a summary of the subject, nature and resolution of the complaints.

Any participating employer who is aggrieved by a determination of a participating carrier pursuant
to its complaint procedure may file a complaint with the commissioner. Additionally, any employee
of a participating employer or a covered employee’s dependent who is aggrieved by a determination
of a participating carrier pursuant to its complaint procedure may file a complaint with the
commissioner. The commissioner shall review complaints. For complaints involving work-related
injury, any unresolved or disputed complaint result, after completion of the approved complaint
procedure, and review by the commissioner, shall be referred to [workers’ compensation
administrator} on appeal.

Drafting Note: In some states complaints may be filed with the industrial accident board or cornmission. States should
consider this when adopting a dispute resoiution process. This is intended to establish an informal procedure. States who
already have a structured procedure may choose to refer the complaint to the appropriate authorities.

Section 19. Report to the Legislature .

.

The Commissioner of Insurance shall make an interim report on or before [insert date], and a final
report within six (6) months after the termination date of the pilot project to {insert those individuals
who should receive the report] on the activities, findings and recommendations of the Commissioner
of Insurance relative to the pilot projects. The Commissioner of Insurance shall monitor, evaluate
and report the following information regarding the pilot projects:

A, Cost savings;
Effectiveness;
Effect on indemnity payments;
Compilaints from injured workers and participating employers;

Recommendations to continue or discontinue testing;

Recommendations for any legislative changes; and

© " WY o ow

Other pertinent matters.

The information from the pilot projects shall be reported in a format which facilitates comparisons to
other similar data.

Section 20. Effective Date

This Act shall take effect {insert date].
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Legisiative History (all references are to the Proceedings of the NAIC).

1994 2nd Quarter {adopted).
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