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2001 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB 1429
House Industry, Business and Labor Commlttee
Q Conference Commitice

Hearing Date Jan 30, 2001 .
Tape Number Side A Side 13 Meter #
] X 1.91-25.68

4 &
Committee Clerk Signature {@EAQ/

Minutes: Chairman R, Berg, Vice~ChM, Rep. M. Ekstrom, Rep. R, Froelich, Rep. G.

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

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

Rep Ruby: Sponsor of bill,

lammy Dolan; Written testimony in support. This bill would be revenue neutral over all and
with in each of the rate classes.

Mary Skar: Support bill to concentrate safety efforts on a new hire. Should do the cap at FICA
levels,

Clyde Wetsch: Skeels Electric Written testimony in opposition

Gary Nelson: Opposed to bill because it is unfair to employers and the cap should stay on.

Chairman Berg: We'll close the hearing on HB 1429,



2001 HOUSE STANDING COMMITTEL MINUTES
BULL/RESOLUTION NO. HIB1429(B)
House Industry, Business and Labor Committee
Q@ Conference Committee

Hearing Date eb, 14, 2001

‘Tupe Number Side A Side B _ .
1 X 53.9

2 X 1013

Committee Clerk Signalure< M o X/ I
Minutes: Chairman R, Berg, VMRW. M. Ekstrom, Rep. R. Froelich, Rep, G.

Froseth, Rep, R, Jensen, Rep. N, Johnson, Rep, J. Kasper, Rep. M, Kleln, Rep. Koppang,

Rep. D. Lemicux, Rep. B, Pictsch, Rep. D. Ruby, Rep, D. Severson, Rep. E. Thorpe,

Rep Kelser; This is a premium structure for Worker's Comp to remove cap, Chart provided.
Privatization shouldn't matter. The money matlers, formulas dont,

Rep Ruby: This would make it easier for others coming in, Higher basis for premium is for a
reason.

Rep Koppang: [f we plan to do a study, why change the rates now?

Rep Keiser; [ move a do not pass,

Rep Ekstrom: I second,
13 yca, 2 nay, 0 absent Carricer Rep Keiser




FISCAL NOTE

Requested by Legislative Council
01/23/2001

Bill’Resolution No.: HE 1420

Amendment to:

1A. State fisoal effect: /dontify the state fiscal effect and the fiscal offect on agency approprintions

compared to funding levels and appropriations anticipatod under carret faw.
1998-2001 Blennium 2001-2003 Blennium 2003-2006 Biennium

Goneral Fund| Other Funds [Genoral Fund| Other Funds [General Fund|Other Funds’

Revenues R Y
Expenditures B IO P A B
Appropriations . ._ o l e

1B. County, oity, and school district fiscal effect: /duntity the fiscal offect on the appropriate political

subdivision. - -
1999-2001 Blennlum 200_1-2003 Biennium 200'3-2005 Biennlum

School “"School “School ]

Counties Citles Districts Countles Clties Distrlots Countles Cities Districts

2. Narrative: [dontify the aspects of the measure which cause fiscal impact and inchude any comments
relevant to your analysis.

NORTH DAKOTA WORKERS COMPENSATION
2001 LEGISLATION
SUMMARY OF ACTUARIAL INFORMATTION

BILL DESCRIPTION: Premium Caleulated on Gross Payroll

BILL NO: HB 1429

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

The proposed legislation eliminates the payroll cap and requires premium to be caleulated on gross payroll
Gross payroll is subject to a maximum of four times the state’s average annual wage,

FISCAL IMPACT: NDWC will implement rates for fiscal year 2001-02 that have been derived with the
goal of introducing the alternate payroll base on a revenue neutral basis for the state as a whole, However,

charged premiums for most individual employers will change.

DATE: January 26, 2001




3. State fisnal effact detall: For information shown under state liscal effect in 1A, pleasy.
A. Revenues: Explain the revenue smounts. Provite dotail, when appropriate, for vach rovenue typo
and fund atfected and any amounts included in the oxocutive budget,

B. Expenditures: Explain tho expenditure amounts,  Provitlo dotall, when approptinte, for each
agency, line item, and fund affectod and the number of FTE positions affoctad,

C. Appropriations: Explain the appropriation amounts.  Provide deotail, when appropriate, of the effect
on the blennial appropriation for each agency and fund affected and any amounts includlod in tha
exacutive budget. Indicate the relationship betweoen the amounts shown for oxpenditures and
appropriations.

Name: Paul R, Kramer Agency: ND-W'Er‘knéﬂi"(_ib“i_}}:;i"q_@_ql*igg

Phone Number: 328.3856 Date Prapared: 01/26/2001 ~




Date; &2 =/~01
Roll Call Vote i/

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUFIONNO, MR 1429

House  Industry, Business and |.abor Committee

Legislative Council Amendment Number

Action Taken N ™ G e
Motion Made By (LADLL  Sceonded By E&)‘éfm@g S

Representatives 5,0 No Representatives Yes A No
Chairman- Rick Berg Rep. Jim Kasper N
Vice-Chairman George Keiser Rep. Matthew M, Klein Vv,
Rep, Mary Ekstorm Rep. Myron Koppang P
Rep. Rod Froelich v/ Rep. Doug Lemicux
Rep, Glen Froseth Vv Rep. Bill Pietsch

lRep. Roxanne Jensen Rep, Dan Ruby
Rep. Nancy Johnson v Rep. Dale C. Severson

L Rep. Elwood Thorpe

Total (Yes) /5 No Ci

Absent @
Floor Assignment (;R@n K&U_XM‘
"

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




REPORT OF STANDING COMMITTEE (410) Module No: HR-27-3331
February 14, 2001 12:69 p.m. Carrler; Keiser
Insert LC:. Title:.

. REPOQORT OF STANDING COMMITTEE
HB 1420: Industry,

Business and Labor Commitiee (Rep. Berg, Chalrman) recommends
DO NOT ASS (13 YEAS, 2 NAYS, ABSENT AN 'NOT VOTING). HB 1429 was
placed on the Eleventh order on the calendar.

(2) DESK, (3) COMM Page No. 1 HR.27.333}
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. HB 1429




House BIll No. 1429

Lvorything being the same, there would be a
I8% rate reduction (o be revonue neutral

Old Language
$8.00  x 2000 hrg= $16,000 x 25.26%= $4041.60 in annual premium

$18 00 x 2000hrg= ($36,000)$16,100 x 25.26%= $4066.86 in annual premium
maximum of $16,100 in wages

Total of both examples = $8108.46

Proposed Language

$8.00  x 2000 hrs= $16,000 x 25.26%:= $4041.60 in annual premium

$18.00 x 2000hrs= $36,000 x 25.26%: $9093.60 in annual premium

Total of both examples=  $13135.20

For a difference of $5026.74 between the oid and new language

To be revenue neutral you would have to give a 38% reduction in the proposed language premiutns,

$8.00 per hour
$4041.60 x 38% = $1535.81 $4041.60 - $1535.81 = $2505.79

$18.00 per hour
$9093.60 x 38% = $3455.57 $9093.60 - $3455.57 = $5638.03

Difference of $3132.24 for doing the same job,
The $8.00 per hir employee would see a reduction and the $18.00 employee would see an increase

Lost Time based on 40 r work week

$8.00 per v gets §213.12 per wk - 66 2/3 of wages
£18.00 per hfr fots $479.52 per wk - 66 2/3 of wages

maximum of 1 l%fgﬁ' state average wage
difference of $266.40
$3132.24 divided by $266.40 = 11.76 wks

Each high wage employee would have to have 12 weeks more of lost time to be the same zs the low wage employee.
The medical bills are the same




House Bill No, 1429
Fifty-Seventh Leglslative Assembly
Before the Industry, Business and Labor Committee,

January 30, 2001
Testimony Regarding Workers Compensation Premiums

Mr, Charman, Members of the Commiltee:

My name is Tammy Dolan, and | am the Vice President for Employer and Fiscal Services at
North Dakota Workers Compensation (NDWC). [am here today to testify in support ol House
Bill No, 1429 which eliminates the payroll cap used to determine workers' compensation

promiums. The Workers Compensation Bourd ol Dircetors unanimously supports this bill,

The payroll cap is presently sct at 70% ot“the state’s average annual wage. This equates to
$16,100 for fiscal year 2000 - 200{. Most other states use gross payroll as the exposure base for
premium calculation, with the exception of a few narrowly defined caps, House Bill No. 1429
would align North Dakota with these other states by climinating the current payroll cap.
Premiums would be calculated on gross payroll. Even with gross payroll there would be a limit
of 400 percent of the state’s average annual wage (892,000 for fiscal year 2000 — 2001.) The bill

also establishes a minimum, which would consist of the state’s average annual wage (523,000 for

fiscal year 2000-2001), as the base for self-employed or optional coverage.




The change would be implemented on a revenue-neutral basis (o NDWC, This means that totyl
premiums charged for the ssstem as a whole would notincrease or deerease as o resi of the
change; nor would the amount of premiunm generated by each rate class, Simubir emprosers with
similar salary levels shouid see similar adjustments. However, premium fuctuations may ex)st
at the individual employer level. Employers who deviate from average wages, cither igher or
lower, could experience uctuations tn manual premiums, NDWC's experience rating plan will
offset some of the dislocations. Additionally, it the bill is passed, NDWC will work on a short-

term plan to mitigate the impact on situations that could result from this change.

NDWC is required by NDCC 65-02-30 to conduct an independent performance evaluation every
biennium. The most recent evaluation was completed in September 2000 by The Hays Group of
Minncapolis, Minnesota, which specializes in workers compensation consulting, One of their

recommendations was that “the payroll cap be etiminated over time" because you could "obtain a

more accurate picture of payroll by class of business and gain efficiency in processing.”

In addition, some employers have indicated inequities or problems with the current method

would be eliminated or greatly reduced by changing to gross payroll. Some of these are

explained below:

Eliminating the payroll cap would also help to reduce the level of confusion that often
accompanies rate adjustments. Proposed rates could be expressed as a percentage of
payroll without the need to split the rate change between a manual rate change and the
annual increase in the payroll cap. This greater understanding would help employers to

budget more accurately for their workers compensation costs.




Signiticant difterences now exist amony similar employers in the amount of employee
turnover experienced. Fmiployers with higher than average wrmover often end up pasiny
stgmlicantly more per full-time equivadent ¢FTE than other employ ers that pas
comparable wages. As shown in the chart below, the “turnover gap™ is eliminated
because premiums would be charged on the total wages paid without considering the
number of employees in the position. NOTE: The premium rate per $100 in payroll is
reduced proportionately under Gross Payroll to charge the equivalent in annual premium

as is currently charged.

Comparison of Premium per Full-Time Equivalent

Current Method v, Gross Payroll

This is for illustrative purposes only and does not reflect the actual premivm for any particular rate class

Current Payroll Cap Proposed Gross Payroll

Employer A Employer B Employer A Employer B

Premium Rate per
$100 Payroll

Average Salary $30,000 $30,000 $30,000 $30,000
Payroll Cap 516,100 $16,100 $92,000 $92,000
Average Employee

$12.00 $12.00 $6.44 $6.44

| Year 3 Months ! Year 3 Months
Tenure

| pmme——

Capped Wages per
PP Bes P 816,100 $7,500 $30,000 $30,000

Employee

Premium per
$1,932 $900 $1,932 $483
Employee

Premium per FTE $1,932 $3,600 $1,932 $1,932




Since gross payroll is the methodology used in most other states, these changes would
provide for a much more straightforward evaluation of rate levels. Companies
considering locating in North Dakota would be able to more easily compare our workers
compensation rates with those in other states. This would also serve to simphify the
annual actuarial evaluation process used to determine premium rates,

An inequity currently exists in that indemnity benefits increase in dircet proportion to an
cmployee’s satury. The higher the salary, the higher the benelit, However, premiums
charged are limited to the payroll cap: therelure, employees with higher wages receive

greater benefit, while their employers pay the same premium as lower wage carners,

Comparison of Benefits Received to Premium Paid

This is for illustrattve purposes only and dous not reflect the actual premium for any particular rate class.

. Current Method v. Gross Payroll

Current Payroll Cap Proposed Gross Payroll

Employee A Employee B Employee A Employee B

Premlum Rate per
$100 Payroll

Annual Salary $20,000 $35,000 $20,000 $35,000
Payroll Cap $16,100 $16,100 $92,000 $92,000

Premium per

$12.00 $12.00 £6.44 $6.44

$1,932 $1,932 $1,288 $2,254
Employee

Weekly Indemnity
Benefit

Benefits Recelved as a

$256 $449 $256 S449

Percent of Premium
Pald




5. Using gross payroll would simplify the accounting and reporting process for employers
by minimizing the need for employee specific information. Rather than reporting cuch
cmployee's wages separately up to the payroll cap, employers would only need to report
total payroll paid by rate class, The only exception to this would be tor those relatively

few employees that are paid more than the maximum level.

Eliminating the payroll cap and wtilizing gross payroll for premium caleulations would greatly
simplify the workers’ compensation reporting process for North Dakota’s business community.
It would also allow workers' compensation rates to be used rore readily in economic
development evaluations. And, more importantly, it would climinate several of the inequities in
the current system, Therefore, NDWC requests your favorable consideration of House Bill No.

1429,

That concludes my presentation. Thank you for your time and consideration. If there arc any

questions, I would be more than happy to try to answer them at this time.

Page §




House Bill Numbers 1260, 1412, 1429, & 1436

Fifty-Seventh Legislative Assembly
Before the House Industry, Business, & Labor Committee
January 30, 2001
Testimony Regarding Workers Compensation Legislation

Good moming Chairman Berg, members of the House Industry, Business, and Labor Committee:

I'!n Dick Johnsen and I am a member of the North Dakota Workers Compensation Board of
Directors. | am here this morning to testify regarding the Board's position on several picces of
legislation that will affect the state’s workers’ compensation systen.

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

the bills.

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

rates or reserve levels,

'The sccond bill is House Bill No. 1412, 1t would allow payment of preventive treatment for
communicable discases resulting from performing emergency medical procedurcs that an
employer requires. The Board is opposed to this bill the way it is written because is too broad.
The Board agrees that amendments better defining the group covered and the type of diseascs
covered would enhance the bill and may make it casier to support.

House Bill No. 1429 is the third bill. This bill would eliminate the payroll cap and require
NDWC to calculate premium based on gross payroll. This bill would include a payroll cap of
four-times the state’s average annual wage. The cap based on this year’s figures would be
approximately $92,000, The Board unanimously supports this bill. The decision to move
towards a gross payroll calculation is a recommendation from our most recent performance
evaluation, Calculating premium on gross payroll is an industry standard and would allow North
Dakota to more casily compare rates with other states. Any change to the system would be

revenue neutral to the Bureau,

The final bill is House Bill No, 1436. The Board unanimously opposes this bill because it would
repeal the $250 medical assessment the Bureau collects from employers on each claim. The
$250 medical assessment accounts for approximately $3 million in annual income for the
Bureau. If NDWC were to do away with this assessment, premiums would have to be increased
by about three percent. The Board also fecls the assessment is a good way to remind employers

of the importance of providing a safe workplace.

I thank you for you time and consideration this morning. On behalf of the Board of Directors, |
ask for your favorable consideration on House Bills numbered 1260 and 1429, I ask that you do
not give favorable consideration to House Bills numbered 1412 and 1436,




QCurrenl premlum basls
urrent ND average income

HOUSE BILL NO, 14298

23000.00
0.7

70% of above average
16100.00

Current cap on premium basis

16100.00
4,71
758.31

Current Maximum premium basis
Our current rate per $100.00 wages
Current maximum premium per worker

Current maximum premium per workor 758.31
Number of workers 50
Total premium pald by employur 37915.50

2. Proposed premium basis

Currenl ND average income 23000.00
Maximum 4 times averago 4
Proposed cap on premium basis 92000.00

92000.00
4,71
4333.20

Proposed maximum premium basis
Owr curronl rate per $100.00 wagos
Proposod maximuim premium per workot

Proposed maxtmum promitim per worker 4333.20

Number of workers 50
.‘olal promium paid by employar : 216666.00

Increase of 571%

3, Efoct on Skeels Eloctric Comparny based on current rate and proposed protium basis

38500.00
4.1
1813.35

Curronl yoarly Journayman wireman waguos
Our curren! rate por $100.00 wages
Proposod promium for each wiretnan

Proposed maximum por wireman 1813.35
Number of wiraman 50
Tolal premium pald by employer 90667.50

239% Increase

Woe ure opposed to House BIill NO, 1424 because of the excessive financlal burden this bill will impose
on all North Dakota businesses. This bill will also stop businesses with good paying jobs from locating
in North Dakota because under this proposal higher wages mean higher Workers Compensation premiums

pald by all new employers,

Wae slrongly urge this commiltee to endorse a "do not pass" recommendation for this bill.

Singorely,

Clyde & Welsch
Piesident
Skeels Elecitic Company
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