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Report of the Workmen's Compensation Subcommittee 
of the House Committee on Labor and Commerce 

December, 1979 

To: Honorable John N. Dalton, Governor of Virginia 
and 

The General Assembly of Virginia 

INTRODUCTION 

In the Commonwealth, responsibility for regulation of the State workmen's compensation system 
is shared by the Virginia Industrial Commission and the State Corporation Commission. Revenues for 
the administrative fund of the Industrial Commission are derived from a tax levied on workmen's 
compensation insurers in the State. The tax is levied on the premiums collected by all workmen's 
compensation insurance carriers. Additionally, the tax is assessed against all entities which self-insure 
for workmen's compensation coverage. In the case of self-insuring entities, the tax is levied on the 
amount of premiums which would be paid if the organization were not self-insuring for workmen's 
compensation coverage. The revenues from the tax are used to pay the salaries and operating 
expenses of the personnel of the Industrial Commission. 

The Industrial Commission administers the State Workmen's Compensation Act, including the 
disposition of claims and the construction of policy forms. When any claim is filed, a report 
regarding the claim must be filed with the Commission. Although the Commission is authorized to 
hold a hearing concerning any claim, the Commission's practice is to hold a hearing, and render a 
decision, only if: (I) there is disagreement between the injured employee and his insurer regarding 
the amount or duration of benefits which are to be paid, or (2) the Commission believes that 
certain events surrounding a claim justify a hearing. 

The State Corporation Commission sets workmen's compensation insurance rates in Virginia. 
Requests for changes in rates come from the Virginia Compensation Rating Bureau, a trade 
association for workmen's compensation insurance carriers in the State. When it feels that a change 
in workmen's compensation rates is needed, the Rating Bureau submits a rate filing to the 
Corporation Commission which contains various facts and figures the Rating Bureau feels justifies an 
increase in rates. The Commission's staff, as well as various interested parties, then analyze the rate 
filing and advise the Commission of their opinions. After bearing testimony from all interested 
parties, and after weighing all available evidence, the Commission issues its decision. 

WORK OF THE SUBCOMMITTEE 

Throughout the United States, rates for workmen's compensation insurance have increased 
dramatically during the last few years. 

In an effort to learn more about the reasons for these rate increases, the House Committee on 
Labor and Commerce held a meeting on July 14, 1978. At that meeting Mr. John G. Day, then 
Commissioner of Insurance for the Commonwealth, testified before the Committee that since 1975 
workmen's compensation rates within Virginia have been increasing at an alarming pace. Mr. Day 
presented data which showed that during 1972, 1973, and 1974, rate increases were a relatively 
modest 3.3%, 7.5% and 6.1 %, respectively. However, during 1975 a rate increase of 12.4% was 
approved by the Corporation Commission. Further, during 1976, 1977, and 1978, rates increased by 
21.l %, 21.l %, and 32%, respectively.

Moreover, Mr. Day told the Committee that it is very difficult to determine the underlying 
reasons for the recent large rate increases. He pointed out that benefit changes, although a factor, 
are not the only reason. In addition to benefit changes, the Commissioner held that in his opinion, 
the following factors also have played a key role in increasing rates: 

(1) The increasing cost of medical care;

(2) An increasing claims consciousness;
(3) A more liberal interpretation of workmen's compensation laws.
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Commissioner Day also stated that experts in the workmen's compensation field believe that 
other factors are also accounting for the large increases. However, he stressed, nobody is certain 
which factors are primarily responsible for the increases. 

Mr. Day noted that a special task force, consisting of representatives from the Industrial 
Commission, the Corporation Commission, the State AFL-CIO, the Virginia Manufacturers Association, · 
the workmen's compensation industry, and other organizations had been established to try to 
determine the root causes of the recent rate increases within the Commonwealth. He stated that the 
task force would meet periodically in an attempt to resolve the issue. 

During the July 14, 1978, meeting, the Committee also heard from Mr. Robert P. Joyner of the 
State Industrial Commission. Mr. Joyner told the Committee that the Industrial Commission does not 
compile and retain data concerning frequency of claims in workmen's compensation cases. He held 
that the Commission does not have the personnel required to collect and interpret that type of data. 

After Mr. Joyner had concluded his presentation, the Chairman of the Committee, Delegate 
Robert E. Washington, assigned to the Committee's Workmen's Compensation Subcommittee the task 
of working with the workmen's compensation task force Mr. Day had discussed. The Subcommittee 
shortly thereafter began working with the task force in an effort to identify ways of reducing future 
rate increases. 

An organizational meeting of the Workmen's Compensation Subcommittee and the task force was 
held on September 6, 1978. At that meeting, the Chairman of the Subcommittee, Delegate William T. 
Wilson, stated that the Subcommittee and the task force should attempt to determine, to the extent 
possible, the degree to which certain factors influence workmen's compensation insurance rates. 

During the meeting Insurance Commissioner Day pointed out that the task force had been 
divided up into seven subcommittees. Each subcommittee, he explained, was going to study a factor 
which might be partially responsible for the large rate increases. Mr. Day stated that the following 
subcommittees had been established: 

(1) Data Systems
(2) Medical Costs
(3) Employer Practices and Benefit Utilization
( 4) Standards of Service - Including Loss Control
(5) Industrial Commission - Law and Procedures
(6) Bureau of Insurance - Rate Procedures
(7) Self-Insurance Requirements

Each of those subcommittees met several times between September and December in an effort 
to do as much work as possible prior to the end of the year. 

On December 20, 1978, another meeting of the Legislative Subcommittee and the task force was 
held. During that meeting the Subcommittee heard testimony from Mr. Joyner of the Industrial 
Commission. Mr. Joyner told the Subcommittee that the Commission presently collects and maintains 
certain basic, useful statistics. However, he further stated that the Commission does not collect the 
type of statistics which would give clues regarding the root causes of workmen's compensation rate 
increases. 

It was the feeling of the Subcommittee that the Industrial Commission should thoroughly explore 
the feasibility of a data collection system which would allow the Commission to collect data which 
would give clues regarding the root causes of workmen's compensation rate increases. The 
Subcommittee indicated to Mr. Joyner at that time that the Commission should make a study of the 
types of data which should be gathered under such a system, estimate the costs of collecting and 
maintaing that data, and report its findings to the Subcommittee. 

Also, during the December 20 meeting the Legislative Subcommittee received the year-end 
reports of the seven task force subcommittees. 

Although representatives of most of the task force subcommittees told the Legislative 
Subcommittee that their study groups had not had sufficient time to complete their work, each 
subcommittee did offer various recommendations to the Legislative Subcommittee. 
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Consequently, the Subcommittee offered three pieces of legislation to the full Labor and 
Commerce Committee which resulted from recommendations made by two of the task force 
subcommittees. One piece of legislation incorporated a recommendation made by the Industrial 

. Commission subcommittee that the Industrial Commission elect one of its members chairman for a 
three year term beginning on July 1, 1979, and each succeeding three years thereafter. This piece of 
legislation became Chapter 459 of the 1979 Acts of Assembly. 

Another piece of legislation offered by the Legislative Subcommittee which resulted from its 
study was a bill incorporating a recommendation made by the Industrial Commission subcommittee 
that defines the term "Filed" as previously found in § 65.1-52 of the Code of Virginia so that it 
applies to the entire Workmen's Compensation ,Act. This legislation became Chapter 80 of the 1979 
Acts of Assembly. 

The third piece of legislation offered by the Legislative Subcommittee which resulted from its 
study was a bill incorporating a recommendation made by the Self-Insurance Requirements 
subcommittee that properly regulated and qualified groups of employers be authorized to self-insure 
under the Workmen's Compensation Act. The bill specified that before the Industrial Commission 
approves such a self-insuring agreement, the Commission must find satisfactory proof that each 
member of the group is solvent and that the group is financially able to meet its obligations in 
compensating for injuries. This bill became Chapter 463 of the 1979 Acts of Assembly. 

Because the task force and the Legislative Subcommittee had not had sufficient time to complete 
their work during 1978, it was decided that the study would be continued for another year. House 
Resolution No. 38 of the 1979 General Assembly continued the study. 

HOUSE RESOLUTION NO. 38 

Requesting the Workmen's Compensation Subcommittee of the House Committee on .Labor and 
Commerce to continue its study of the factors accounting for the accelerating increase in 
workmen's compensation insurance premiums. 

WHEREAS, during the last three years there has been a demand for a ninety-eight percent 
increase in workmen's compensation insurance premiums in the Commonwealth; and 

WHEREAS, only five percent of the ninety-eight percent increase has been attributable to law 
changes; and 

WHEREAS, it is uncertain at the present time which factors are primarily responsible for the 
accelerating increase in workmen's compensation insurance premiums; and 

WHEREAS, last year the House Committee on Labor and Commerce requested its Workmen's 
Compensation Subcommittee to study the factors which may be accounting for such increasing 
preminums and at the conclusion of its study to offer those recommendations, if any, which may 
lead to a decline in the rate of increase of such premiums; and 

WHEREAS, the Subcommittee secured the services of various individuals with expertise in the 
workmen's compensation insurance field and assembled those individuals into an ad hoc committee 
to advise the Subcommittee; and 

WHEREAS, although both the ad hoc committee and the Subcommittee have worked diligently 
du}'.ing the past year and have offered certain recommendations to the Committee on Labor and 
Commerce, additional work remains to be done; and 

WHEREAS, the members of the ad hoc committee have agreed to .:ontinue working with the 
Subcommittee during this year; now, therefore, be it 

RESOLVED by the House of Delegates, That the Workmen's Compensation Subcommittee of the 
House Committee on Labor and Commerce is requested to continue its study of the factors 
accounting for the accelerating increase in workmen's compensation insura'!lce premiums. The 
Subcommittee is requested to utilize the expertise of its ad hoc workmen's compensation committee 
during its study. 
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The Subcommittee is requested to present its findings, conclusions and recommendations to the 
Governor and the General Assembly not later than November one, nineteen hundred seventy-nine. 
All agencies of the Commonwealth shall assist the Subcommittee in its study. 

Both the Subcommittee and the task force worked hard during the past year in an effort to find 
ways of improving the State's workmen's compensation system. During a meeting held on April 27; 
the Subcommittee and the Commonwealth's new Commissioner of Insurance, Mr. James W. Newman, 
decided that the task force would be reorganized into four subcommittees. It was agreed that the 
task force would be divided into the following subcommittees: 

(1) The Law and Procedures Subcommittee
(2) The Rate Regulatory Procedures Subcommittee
(3) The Standards of Service Subcommittee
( 4) The Data Systems Subcommittee

The Legislative Subcommittee requested that each task force subcommittee try to complete its 
work as promptly as possible. 

Additionally, during the April 27 meeting the Subcommittee learned that the Industrial 
Commission recently had held a public hearing on the feasibility of employing a medical fee 
schedule in workmen's compensation cases. The Subcommittee learned that at that hearing, many 
arguments had been made both in favor of and against a medical fee schedule. While the 
Subcommittee indicated that the feasibility of the fee schedule concept needed to be studied in more 
detail, the Subcommittee also indicated that such a schedule, or some other type of medical cost 
control, might be an effective means of holding down future workmen's compensaton rate increases. 
The Subcommittee urged the Industrial Commission and the Law and Procedures task force 
subcommittee to more closely examine the possible impact on medical costs of such a schedule, as 
well as alternative means of medical cost control. 

During the meeting the Subcommittee also learned that the Industrial Commission had hired a 
data processing expert to help the Commission determine what type of data collection system it 
should adopt. 

Further, the Subcommittee was advised that the workmen's compensation insurance industry had 
developed and implemented a very large data collection system. The Subcommittee learned that the 
industry data collection system, which became effective April 1, 1979, might provide information 
about the causes of the dramatic increases in workmen's compensation loss costs. 

During a meeting held on August 23, the Legislative Subcommittee heard progress reports from 
members of the respective task force subcommittees. The Subcommittee also received a progress 
report from Mr. Charles G. James, a representative of the Industrial Commission, concerning the 
data base which the Commission is developing. The Subcommittee requested that Mr. James meet 
with representatives of the Bureau of Insurance, the insurance industry, and the Medical Society of 
Virginia and attempt to reach a consensus regarding the specific types of data which should be 
collected and maintained by the Industrial Commission. During the meeting the chairman of the Law 
and Procedures task force subcommittee pointed out that his subcommittee has recommended that a 
peer review system be instituted in Virginia. He noted that such a system would seem to offer 
definite advantages over a medical fee schedule as a means of controlling medical costs. The 
Legislative Subcommittee, while not endorsing the concept of a peer review system at that time, 
expressed interest in the concept and asked the Law and Procedures subcommittee to further study 
the feasibility of a peer review system vis-a-vis a medical fee schedule. 

Another topic discussed at the August 23 meeting was the role of the Attorney General's Office 
in workmen's compensatio!! rate hearings. The Subcommittee learned that the Attorney General's 
Office did not have a representative present during the most recent rate hearing, which was 
conducted on July 19, 1979. It was noted that the hearing resulted in a 8.2% increase in rates. 

A representative of the Attorney General's Office told the Subcommittee that there was a 
conscious decision by his office not to participate in that rate hearing. He indicated that two reasons 
for the decision not to participate were that the Attorney General's Office is presently somewhat 
short of manpower, and the fact that his office learned that the Virginia Manufacturers Association 
was going to represent the interests of the business community at the hearing. Further, he stated 
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that on some occasions, his office does not learn that a workmen's compensation rate hearing is 
going to be held until thirty days prior to the hearing date. Needless to say, he stated, this does not 
give the Attorney General's Office much time to prepare for the hearing. 

The Subcommittee Chairman, Delegate Wilson, responded to those comments by saying that the 
Subcommittee believes that active participation by the Attorney General's Office will help ensure 
that workmen's compensation rate hearings are more adversary in nature than they presently are. 
He noted that the Attorney General's Office has the statutory duty to represent the interests of 
consumers in rate hearings, and he said the Subcommittee feels that the interests of consumers 
should be represented at such hearings. Additionally, the Chairman requested that in the future, the 
Bureau of Insurance give direct notice to the Attorney General's Office regarding the dates of 
workmen's compensation rate hearings. 

Additionally, the Chairman requested that the Commissioner of Insurance, Mr. Newman, do all 
he can to make rate hearings more adversary in nature. 

The Subcommittee's final meeting of 1979 was held on December 19. At that time, 
representatives of the task force subcommittees presented the final reports of their subcommittees. 

Each member of the Legislative Subcommittee was given a copy of a report entitled "Worker's 
Compensation Study: 1979." This report contains a summary of all the recommendations proposed by 
the task force subcommittees, comments of the Bureau of Insurance and the Industrial Commission 
regarding those recommendations, copies of the subcommittee reports, and various appendices. 
Enclosed as the attachment to this report is the complete task force report. 

At the conclusion of the meeting, the Legislative Subcommittee adopted the task force report. 

During the meeting the Subcommittee heard testimony relating to Code Section 65.1-:47.1, which 
states that "the death of, or any condition or impairment of health of, salaried or volunteer fire 
fighters caused by respiratory diseases, and the death of, or any condition or impairment of health 
of, salaried or volunteer fire fighters, or of any member of the State Police Officers Retirement 
System or of any member of a county, city or town police department, or of a sheriff, or a deputy 
sheriff, or city sergeant or deputy city sergeant of the city of Richmond, caused by hypertension or 
heart disease, resulting in total or partial disability shall be presumed to be an occupational disease 
suffered in the line of duty that is covered by this act unless the contrary be shown by a 
preponderance of competent evidence ... " 

The Law and Procedures task force subcommittee advised the Legislative Subcommittee that 
there be no broadening of coverage under Section 65.1-47.1. Consequently, the Legislative 
Subcommittee questioned Commissioner Robert P. Joyner of the Industrial Commission as to what 
constitutes a "preponderance of competent evidence." Commissioner Joyner told the Subcommittee 
that in the case of John R. Page v. City of Richmond (March 3, 1978) the State Supreme Court held 
that the statutory presumption of causal connection raised by Code Section 65.1-47.1 must be refuted 
by "competent medical evidence." Commissioner Joyner said the Court ruled that the statutory 
presumption of causal connection cannot be rebutted if a physician fails to give his opinion as to the 
cause of the disability. In other words, Commissioner Joyner said, the Court ruled that in order to 
rebut the statutory presumption of causal connection, a physician must give his opinion as to the 
cause of the disability rather than merely stating that he found no connection between the disability 
and the claimant's employment. Commissioner Joyner conclude.d by stating that there is no confusion 
now regarding the interpretation of the statute. 

During its final meeting of the year the Subcommittee also heard testimony from a task force 
member regarding a possible change in the Industrial Commission's review process. The task force 
member advised the Subcommittee that the task force has recommended that either Section 65.1-96 
or 65.1-97 of the Workmen's Compensation Act be amended to provide that when the decision of a 
Commissioner of the Industrial Commission is reviewed, that Commissioner not be allowed to sit on 
review. Rather, a Deputy Commissioner should be designated by the other members of the 
Commission to replace him. The Subcommittee discussed this recommendation and became aware 
that arguments could be made both in favor of and against it. Therefore, while not endorsing the 
recommendation during the meeting, the Subcommittee agreed that such a recommendation had 
sufficient merit to warrant further consideration. 
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Another topic of discussion at the December 19th meeting was the proposed peer review system. 
The Subcommittee learned that either a part-time or full-time administrator probably would be 
needed to perform much of the preliminary work for the system's regional committees. After being 
informed of that, the Subcommittee discussed. the feasibility of authorizing the Industrial 
Commission's chief administrator to also administer the peer review system. Also, the Subcommittee 
and the task force agreed that an annual budget of approximately $125,000 would be needed to 
operate the system. 

MAJOR RECOMMENDATIONS 

The Subcommittee makes the following major recommendations: 

(1) Amend the State Workmen's Compensation Act by providing for the establishment of a
medical peer review system under the control of the Industrial Commission. It should be the 
function of the peer review system to help ensure that medical care cm.ts are kept reasonable 
without adversely affecting the quality of health care. The advisory committee and regional 
committees of the peer review system should be given immunity from liability so long as action is 
not taken with malice. The legislation necessary to effect these changes in the Act is contained in 
Section III-B of the attachment to this report. 

(2) The State Corporation Commission and the Industrial Commission should adopt the standards
of service recommended by the standards of service subcommittee. 

(3) Workmen's compensation rate hearinp should be more adversary in nature. The Attorney
General's Office should have present at all such hearin� a representative who represents the 
interests of consumers. Also, the Bureau of Insurance of the State Corporation Commission should 
thoroughly scrutinize and critique any rate filing presented to the Corporation Commission by the 
Virginia Compensation Rating Bureau. 

( 4) The Subcommittee study should be continued for another year. A resolution to continue the
Subcommittee study is contained in Section III-B of the attachment to this report. 

omER RECOMMENDATIONS 

The· Subcommittee also makes the following additional re:commendations: 

(1) Amend the Virginia Workmen's Compensation Act to make the Industrial Commission's

Second Injury Fund more operative and meeningful. 

(2) Amend the Act to allow individual proprietors and members of partnerships to be covered
under its provisions. 

(3) Amend the Act so as to authorize the Industrial Commission to seek injunctive relief against
uninsured employers who operate in defiance of the law. 

(4) Amend Section 2.1-116 of the Code of Virginia so as to remove the Industrial Commission
from the jurisdiction of the State Department of Personnel. 

The legislation necessary to effect these changes in the State Code is included in Section III-B of 
the attachment to this rep<>rt. 

{5) Commissioners of the !Iidustrial Commission should have reduced workloads insofar as 
original hearin� are concerned, so that more of their time can be devoted to cases being reviewed 
by the full Commission. 

(6) The Industrial Commission should develop and make available to employers, employees, and
the general public brochures which cover pertinent provisions of the Workmen's Compensation law. 
Additionally, the Industrial Commission should develop a Claim Procedures Manual as soon as 
feasible. 
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(7) There should be no broadening of coverage under Section 65.1-47.1, which relates to
disability or death from respiratory disease, hypertension or heart disease. 

(8) The Virginia Department of Rehabilitative Services and the Industrial Commission should
proceed with the development of a specialized program for treating industrially injured _persons. 

DISCUSSION REGARDING MAJOR RECOMMENDATIONS 

Major Recommendation No. 1: Amend the State Workmen's Compensation Act by providing for 
the establishment of a medical peer review system under the control of the Industrial Commission. 
It should be the function of the peer review system to help ensure that medical care costs are kept 
reasonable without adversely affecting the quality of health care. The advisory committee and 
regional committees of the peer review system should be given immunity from liability so long as 
action is · not taken with malice. The legislation necessary to effect these changes in the Act is 
contained in Section III-B of the attachment to this report. 

The Subcommittee believes that within the peer review system, a State-wide advisory committee 
to the Industrial Commission should be created. The advisory committee should consist of at least 
one representative from each regional peer review committee, as well as representation from the 
insurance industry, the Virginia Hospital Association, employees and the medical profession. 

The advisory committee would recommend to the Industrial Commission the regulations to be 
followed by each regional committe. Included in the regulations would be the criteria for 
determining which workmen's compensation claims must be turned over to the regional committee 
for review. 

Regional peer review committees for each of the five health systems areas in the 
Commonwealth would be established. Each regional committee would consist of �ealth care 
providers who practice in that area. The Industrial Commission would appoint the members of each 
regional committee, based upon the recommendations of the State-wide advisory committee. 

It would be the duty of each regional committee to review workmen's compensation cases to 
determine any of the following aspects of health care: 

(1) Whether it was appropriate for an injured worker to be hospitalized, and if so, whether the
length of stay in the hospital was excessive; 

(2) Whether the fees charged by the health care provider for treatment were excessive;
(3) Whether the frequency or duration of out-patient treatment was excessive;
( 4) Whether the authorization for absence from work was excessive;
(5) Whether the quality of medical care was sufficient.

Each regional committee would be authorized to retain an appropriate group or person to review 
workmen's compensation cases and make recommendations to the committee. 

The peer review system would be financed through funding by the Industrial Commission. 

The General Assembly should statutorily establish the framework for the peer review system and 
the details of the system should be established by regulation. 

Section VI-A of the attachment to this report contains a more detailed description of how tbe 
peer review system would operate. 

The Subcommittee gave serious consideration to the advantages and disadvantages of a medical 
fee schedule vis-a-vis a peer review system. The Subcommittee ultimately chose the peer review 
system, because it appears such a system will not have the disadvantages of a fee shedule. The 
study group determined that a peer review system would help control the increase in health care 
costs in the workmen's compensation area without having an adverse affect on the quality of 
medical care. In contrast, one argument the Subcommittee heard against adopting a medical fee 
schedule is that such a schedule might deprive some injured workers of the high quality of care 
they deserve, because many of the better qualified doctors will not handle cases if physician fees 
are set too low. Additionally, the Subcommittee was advised that if medical fees are set too high 
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under such a schedule, employees will be unfairly burdened and workmen's compensation cases will 
attract many less qualified physicians. 

Another reason why the Subcommittee recommends a peer review system over a medical fee 
schedule is that the peer review concept has the endorsement of the Medical Society of Virginia, 
while many physicians are in opposition to a fee schedule. The Subcommittee feels that the support 
of physicians is crucial to the succ� of any program designed to control medical costs. The study 
group is aware that some physicians greatly resent fee regulation and view such regulation as an 
infringement on their freedom to practice. 

However, the Subcommittee would point out that while it believes the present is not the proper 
time to legislate a medical fee schedule, the adoption of such a schedule might have to be 
reconsidered at some future time. The study group believes that medical cost increases must be held 
down and that if, after a reasonable trial period of time, it is determined that a peer review system 
is not holding down costs, then it might be necessary to implement a stringent fee schedule. 

Major Recommendation No. 2: The State Corporation Commission and the Industrial Commission 
should adopt the standards of service recommended by the standards of service subcommittee. 

A draft of the suggested standards of service is contained in Section VI-C of the attachment to 
this report. 

The Subcommittee would note that the suggested standards of service would be applieable to all 
insurance carriers in the State who write work.men's compensation coverage. The standards give the 
Corporation Commission and the Industrial Commission additional authority to supervise the activities 
of such carriers. 

Section 65.1-117.1 of the Code of Virginia provides that "the State Corporation Commission in 
cooperation with the Industrial Commission shall establish minimum standards of service for insurers 
writing workmen's compensation policies in this State, including but not limited to the servicing of 
such policies, the establishment of offices within the State, and the payment of compensation." 

The Subcommittee feels that the standards of service suggested by the standards of service 
subcommittee provide the proper strengthening of Section 65.1-117.1. The standards will help insure 
that carriers issuing workmen's compensation coverage in the Commonwealth are aware of their 
responsibilities to consumers. Further, the Subcommittee would point out that the same capabilities 
of service will be applicable to companies which self insure to meet their work.men's compensation 
requirements. 

Major Recommendation No. 3: Work.men's compensation rate hearings should be more adversary 
in nature. The Attorney General's Office should have present at all sucli hearings a representative 
who represents the interests of consumers. Also, the Bureau of Insurance of the State Corporation 
Commission, and the Industrial Commission, should thoroughly scrutinize and critique the rate filing 
presented to the Corporation Commission by the Virginia Compensation Rating Bureau. 

Section 2.1-133.1 of the Code of Virginia states that one of the duties of the Division of 
Consumer Counsel in the Office of the Attorney General shall be to "appear before governmental 
commissions, agencies and depa11ments, including the State Corporation Commission, to represesnt 
and be heard on behalf of consumers' interest, and investigate such matters relating to such 
appearance." 

The Subcommittee learned that during the most recent workmen's compensation rate hearing 
before the Corporation Commission, which was he!d on July 19, 1979, the Attorney General's Office 
did not have a representative present. The Subcommittee feels that in light of the language of Code 
Section 2.1-133.1, the Attorney General's Office has a statutory duty to represent the interest of 
consumers during rate hearings before the Corporation Commission. The Subcommittee believes it is 
very important that the Attorney General's Office represent consumers during such hearings. It is 
the study group's feeling that having such a representative present during rate hearings might make 
such hearings more adversary in nature. 

A representative of the Attorney General's Office told the Subcommittee that often his office 
does not learn that a workmen's compensation rate hearing is going to be held until thirty days 
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prior to the hearing date. Needless to say, be told the Subcommittee, this does not give bis office 
much time to prepare for the bearing. To help overcome this problem, the Subcommittee bas asked 
the Bureau of Insurance of the State Corporation Commission to give direct notice to the Attorney 

. General's Office regarding the dates of workmen's compensation rate bearings. 

The Commonwealth's Commissioner of Insurance advised the Subcommittee that the consulting 
actuary of the Bureau of Insurance, and certain members of the Bureau's staff, perform an in-depth 
analysis of all rate filings submitted by the Virginia Compensation Rating Bureau. Further, the 
Commissioner advised the Subcommittee that the Bureau's consulting actuary testifies during the rate 
hearing regarding his analysis and conclusions. The Subcommittee was encouraged by this testimony, 
but the study group believes the Bureau of Insurance should take whatever additional steps it needs 
to take to ensure that rate hearings are truly adversary in nature. 

The Subcommittee believes that the Rating Bureau's rate filing should be analyzed indepth by 
the Bureau of Insurance; and the study group believes the Bureau of Insurance should, in general, 
play as active a role as possible in any rate hearing. 

Major Recommendation No. 4: The Subcommittee study should be continued for another year. A 
resolution to continue the Subcommittee study is contained in Section 111-B of the attachment to this 
report. 

Although the Subcommittee believes that it has accomplished a great deal this year, it feels that 
there is a need to continue its study of the factors accounting for the accelerating increase in 
workmen's compensation insurance rates. The Subcommittee is very interested in examining some of 
the data being collected by the insurance industry and the Industrial Commission. ·Therefore, the 
study group has requested that copies of some of that data be sent to the Subcommittee after it bas 
been analyzed and critiqued by the Bureau of Insurance. 

In addition, there are other elements of its study that the Subcommittee would like .to monitor. 
For example, the study group is interested in following the progress of the special vocational 
rehabilitation program for industrially-injured workers which the Industrial Commission and the 
Department of Rehabilitative Services have been encouraged to establish. 

In addition, the Subcommittee feels that it may scrutinize other aspects of the State's workmen's 
compensation system next year. For example, one possible area of analysis would be workmen's 
compensation benefits, an area the study group was unable to consider this year. 

For these reasons, the Subcommittee believes its study should be continued for another year. 

CONCLUSION 

The Subcommittee believes it has accomplished a great deal . this year. The study group would 
like to acknowledge the tremendous assistance the task force has provided the Subcommittee. The 
Subcommittee realizes that without the expertise and knowledge of the task force, its job would have 
been much more difficult. 

The Subcommittee believes the adoption of its recommendations will lead to significant 
improvement in the State workmen's compensation system, and it encourages the General Assembly 
to adopt those recommendations. 

Respectfully Submitted, 

William T. Wilson, Chairman 
Richard R. G. Hobson 
Cslvin G. Sanford 
Norman Sisisky 
Warre11 G. Stambaugh 
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SECTION I 

Introduction 

This report is a result of the study directive contained in House 

Resolution No. 38, agreed to at the 1979 session of the Virginia General 

Assembly, which provides as follows: 

"HOUSE RESOLUTION NO. 38 

Offered January 19, 1979 

Requesting the Workmen's Compensation Subcommittee of the House Committee on Labor 

and Commerce to continue its study of the factors accounting for the accelerating 

increase in workmen's compensation insurance premiums. 

Patrons-Wilson, Washington, Johnson, Glasscock, Sisisky, Creekmore, Fowler, Bagley, 

R. M., Robrecht, Sanford, Teel, Heilig, Stambaugh, Scott, E.F., and Hobson.

Referred to the Committee on Labor and Commerce 

WHEREAS, during the last three years there has been a demand for a ninety-eight 

percent increase in workmen's compensation insurance premiums in the Commonwealth; 

and 

WHEREAS, it is 'l:ncertain at the present time which factors are primarily respon

sible for the accelerating increase in workmen's compensation insurance premiums; and 

WHEREAS, last year the House Committee on Labor and Commerce requested its 

Workmen's Compensation Subcommittee to study the factors which may be accounting for 

such increasing premiums and at the conclusion of its study to offer those recom

mendations, if any, which may lead to a decline in the rate of increase of such 

premiums; and 
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WHEREAS, the Subcommittee secured the services of various individuals with 

expertise in the workmen's compensation insurance field and assembled those 

individuals into an ad hoc committee to advise the Subcommittee; and 

WHEREAS, although both the ad hoc committee and the Subcommittee have worked. 

diligently during the past year and have offered certain recommendations to the 

Committee on Labor and Commerce, additional work remains to be done; and 

WHEREAS, the members of the ad hoc committee have agreed to continue working 

with the Subcommittee during this year; now, therefore, be it 

RESOLVED by the House of Delegates, That the Work.men's Compensation Subcom

mittee of the House Committee on Labor and Commerce is requested to continue its 

study of the factors accounting for the accelerating increase in work.men's compen

sation insurance premiums. The Subcommittee is requested to utilize the expertise 

of its ad hoc workmen's compensation committee during its study. 

The Subcommittee is requested to present its findings, conclusions and r,.com

mendations to the Governor and the General Assembly not later than Novembe;; one, 

nineteen hundred seventy-nine. All agencies of the Commonwealth shall assist the 

Subcommittee in its study." 
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SECTION Ii 

Scope of Stu<ly 

In September 1978, the Work.men's Compensation Subcommittee of the House Com

mittee on Vibor and Commerce, jointly with the Cornmi.ssioncr of Insurance, estab

li:;hQd a study committee composed of seven subconunittees to conduct a study of 

i·mrkmen' s compensation insurance in Virginia; i.dentify the causes for the sub

stantial rate increases in recent years and recommend corrective measures. 

Following conclusion of the activities of the subcommittees, a consolidated re

port of the results of their studies was submitted to the Legislative Subcom

mittee on December 20, 1978. The report included a summary of the subcommittees' 

recommendations for corrective measures, consisting of recommended law changes, 

recommended changes in the regulatory rules and __ procedures and changes of an 

administrative nature in insurance industry procedures. While a number of the 

subcommittees had completed their assignments there were some issues requiring 

further study. Therefore, it was agreed that the subcommittees would be 

reorganized, reduced in number and continue to work on those .matters which had 

had not been completed or resolved. 

On April 27, 1979, at a meeting of the Workmen's Compensation Subcommittee of 

LlH� House Committee on Labor and Commerce, the Commissioner of Insurance announced 

the revision of the study group into four subcommittees to complete the study. The 

following subcommittees were established: 

Law and Procedures 

Rate Regulatory Proc(�dnres 

Standards of Service 

Data Systems 
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Subsequent to the establishment of the Subcommittees and designation of 

various areas of study for each, the subcommittees were sub-divided into task forces 

with each task force studying a specific prohlem. Numerous meetings were held by 

both the subcommittees and task forces. In addttion, there was frequent consultation 

with the Commissioner of Insurance and the Industrial Commission of Virginia. 

The resolution called attention to premium increases of 98% during the last three 

years, which increases were as follows: 

7-1-76 

7-1-77 

21.1% 

21.1% 

1-1-78 

8-1-78 

9.8% 

22.2% 

These changes result in a cumulative increase of 96.9%, including law benefit 

changes for the period. However, it should be noted that the premium adjustment 

approved effective August 1, 1979 amounted to an increase of 8.2%, somewhat less 

than those in the immediately preceding years. 

Inflationary trends are, of course, a major contributor to the rise in costs 

as indicated by the 51% increase in the Consumer Price Index from 1974 to 1979. 

The average annual Consumer Price Index stood at 147.7 in 1974 and 223.7 as of 

September, 1979. The average annual Medical Care Consumer Price Index stood at 

150.5 in 1974 and as of September 1979 stood at 244.7, an increase of 63%. 

Increase in average claim costs as stated in the rate filing effective 

August 1, 1979, shows that the indemnity cost per case has risen more than 25%. 

This figure is based on the Unit Statistical Plan data for the policy periods 

beginning at March 1, 1971 to February 29, 1972 through March 1, 1975 to March 31, 

1976. 

In the policy period March 1, 1971 to February 29, 1972, the average indem

nity cost per case was $1,001. In the period from March 1, 1975 to March 31, 1976, 

the indemnity cost per case was $2,540. This change is averaged out to more than 

25% per year over this four year period. 

Similarly, the medical cost per case is stated as rising approximately 17%. 

The policy periods used to determine this figure are the same as for the indemnity 
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cost per case. Polley periods March 1, 1971 to February 29, 1972 showed an 

avcr;1ge medical cost per case of $127. 1'hc pe_riod from March 1, 1975 to March 31, 

1976 showed a $238 medical cost per case. Aver.:iged out over the four year period, 

thc::;c figures show a rise of approximately 17% per year. 

Another factor accounting for increased costs in recent years and measured in 

the premium increases, involves increase in the maximum weekly compensation benefits 

for the period July 1, 1974 to July 1, 1979, from $91.00 per week to $199.00 per 

week, an increase of 119%. (A ten year sununary of major benfit changes in the 

Workmen's Compensation Law is shown in Section VII of this report.) 

Special legislation providing additional benefits under Section 65.1-47.1 for 

firefighters and police officers have contributed to the rise in workers' compen

sation losses. 

There appeared to be almost unanimous agreement that the Workers' Compensation 

system, with recent benefit increase, lacked the necessary incentives for early 

return to work. This problem is being addressed by proposals which recommend change 

in the Second Injury Fund and a pilot program to be conducted by the Virginia Depart

ment of Rehabilitative Services under the supervision of the Industrial Commission. 

(See Section VI-A). 

While many hours of study and effort were put into the.study, the Subcommittee 

could not isolate any one specific problem or the cause for rapid acceleration o·f 

loss costs. It appears that many areas contributed to the premium increases and th. e 

subcommittees are of the opinion that the recommendations being made and those made 

in 1978 could assist in slowing the rise in Workers' Compensation loss costs and the 

increased premiums resulting therefrom. 

Specifically, the study has demonstrated the need for an ongoing detailed 

study of loss data to ascertain the reasons for the rising costs and as pointed out 

ln Section VI-D, this system bec:ime effective in Virginia April 1, 1979 and initial 

results, while perhaps fragmentary, should be available in early 1980. 
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AppenJlx C to this report contains a list of the members of each subcommittee. 

The partidp.mts inclu<led members of the staff of the Bureau of Insurance and 

Industrial Commission, insurance company representatives, insurance agents and 

representatives of Virginia industry and labor. The Manager of the Virginia 

Compensation Rating Bureau aud the Rating Bureau's Counsel also participated in 

many of the subconunittees' meetings. 

Each of the four subcommittees involved in the study has rendered a report of 

its activities and these reports are attached (Section VI). 

Section III of this report contains a summary of the subcommittees' recommend

ations, categorized as follows: 

1. · Recommendations for Statutory Changes

2. Recommendations for changes and additions to Regulatory

Rules and Procedures.



Sect lon l[I -A. 

Recommendations 

(See Section VI-A) 

l. Amend the Act to accomplish some broadening in the Second Injury Fund

to make the fund more meaningful and operative.

2. Amend the Section 65.1-96 of the Act to provide that where a review

is take11 from a decision of a full Conunissioner, the original hearing

officer not be permitted to sit on revie(v but the remaining members

of the Commission instead designate a Deputy Commissioner to replace

him.

3. Amend the Act to provide for the establishment of a medical peer

review system under control of the Industrial Commission to provide

an effective mechanism to insure that hospital and other medical

care costs are reasonable without any adverse impact on the quality of

health care. Immunity from liab:i,lity should be given to members of

rP.gional committees and the advisory committee of the peer review

system so long as they did not act with malice.

4. Amend the Act to permit members of partnerships a11d individual pro

prietors to elect to be covered under the Act ..

5. Amend the Act to give the Industrial Conunission approval to seek

injunctive relief against uninsured employers continuing to operate

in defiance of the law.

6. Amend Section 2.1-116 of the Code of Virginia, to rel'love the Industrial

Commission of Virginia from the jurisdiction of the State Personnel

Department.

7. The S'..1bcommittee recoITJnends tlw t there be no broa•.!ening of coverage

under. Section 65.1-47.1, Presumption as to death or disability from

respiratory disease, hypertension or heart Jisease.
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SP.ct.ion I1[-A - _Recommend:0.tions (Crint.) 

B. RC'�I1at� Rules. ond Procedures

1. Indust,:-J.al Commission

(a) Implementation of the recommendation made by the Vocational

Rehabilitation Study Task Force.

(b) It is recommended that provision be made for the workload of

full Commissioners to be reduced insofar as original hearings

are concerned so that a larger percentage of their time might

be devoted to considering cases on review by the full Commission.

(c) The Subcommittee recommends that the Industrial Commission designate

one or more persons in their Claim Department as being resource

persons available to answer questic.1s from any and all inten,sted

parties, including claimants, employees, employers and insurers.

(d) The Subconunittee recotruncnds that the Industrial Commission desig-

nate one person, or position, as having primary responsibility in

administrative areas. It is furthe-:-- recommended that such a

position or person be assigned no other primary responsibilities,

and that appropriate staff and electronic data systems support be

provided.

(e) The Subcommittee endorses <1nd recommt!n<ls implementation of the

statement raade in the 1978 report with r.eg:ird to the development

and tlistribut.ion of brocl!urcs covering pertinent provisions of

the Worke:cs' Com?�nsation _law and procedures to be mnd� available

to the employees, employees, and the pub J.i,2 generally and that

the In<lustrL::l Commission go nhcad idLh the development of a

Claim Procedures Nanual as soon as fe<1sib.l2.
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Seel lc,n_ I. I _r. _-A - l{p('.(_){,111:C'•Hlal. i.Oll:3_ _(Cont.) 

B. �Cf?,_t�L-�tury Rules an<l Procedures

2. St.1 tc Corr:2_r..1 tion ConunJssion and Indtwtri.al Commission

(a) The Standards of Service Subcommittee -recommends adoption by

the State Corporation Commission and the Industrial Counnission

of the standards of service as contained in Section VI-C.



SECTION III-B 

SUGGESTED LEGISLATION 
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LD11�Ci�4t. A.P 

1 D 1/21/80 �C C 1/24/80 bhw 

., A BILL to amend the Code of Virginia by addrng in Title b5.l 
a chapter numbered 13, consisting of sections numbereo 
bS.l-153 through 65.l-lb3, to create a medical costs 
peer review system under Workmen's Compensation Act.

b 

Be it e�acted by the General Assembly of Virginia: 

lhat the Code of Virginia is amended by adding in Title

9 b5.1 a chapter numbered 13, consisting of sections numbered 

lU b�.l-·153 through «>5.1-163, as fol lows� 

1 

8 l • 

13 i-��.&1=15l�-�§!l.Dl1l.QD��==A�-.Y��Ll!L.1!ll�-&J:w?1.l!l-

14 l.t._!�!lll1�!l�n-L����-m��n�_1o�_lnl1l&l-�.t.1.lYA.:UJln_�1 

1s 1.2eLQ�I1�1�n���-1�-1�Lm�2i-1h�-liY��-!lil.alll�an�-��a.t..utn 

lo 2f _lii!!.b_,1r1_111sLbi1J l!L��r�i£�.:i_e12� l�f.d_.a_e1.ll�o1_1z1��Q 

17 2D-!!tsil�ll.;t_J"lll!.d._.:i!i..D.!ii.L.,g�.,_-�.Y&h-�:tA.!.¥i.l.l1tO-�ll_h� 

lH ����mell�h�-R�Jng�D�-2i_il-���1�m-�hl£h_�D.1.lil��--n� 

19 utillL1.!.lgo_-'!-miillsad_�.e:!�i ,e�- all�Yi_! !Jtt_.Y�Ustl_r.a.os.t_Sl.! 

20 Yll!lz•!lQLL1Rt-��n-�trYl��-k&�i�-Q!l_m��ll�-���i 

22 lJ_:f s�I-ti.il�.k!� _!.I: l!l�-1D-� YilYl.t.l .Q!LiD�Ldf ll! mioai19!'J 

23 Ju:_1_L�sl�!l!J_e�.tt.L-!�1l�.!L.�gmml!1ii_Qf_!�ae.�t�.e..t.l&1�n�� 

25 u��LlU-��L����-£.t��lg��-.i.-2all�nl_Ra���-12.n_m��lk�Ll� 

2o i!��ste1§.5L�ll.t1-'il�.i 

24 
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1 m.1.di�ln1t_Jl.!_.Y�.U2Ra1b:t.ln-1!1l.:1-u..mm.Qn�al1!:Le.Y..t:i.!.1.ilLl1_1Jl 

2 ch 12..1i.r._1,_.e!_ll!l�_2!!_.2L1!lg__&.Qif g_.9.L� 1r . .9lni.11 

3 !1.a-�tl9�eJ11l:_.!!!�!!l§.-A!l.i_!A-'.lll!Ll!LWhl£..!L!.he_e..tlllll 

4 i�n�!i2.n_l�-!b.1_2.t��l�l�D-�1-�lasn���£-Qi_1L�l1�n1-i.nJL..Qi 

) IDi�l,LL-�n1l.EY�lrl.9_��r.�1£��i-�YL£l��l-��r n&n=��.Lill�LLL-�L 

b !i; S2_ 1lt-!.I.Q!f_!1.9DI fJi!!�.sL1.D9lYi9Yi!.:i.1-.lD�1!HE!HLb2..lil1tl�

7 kn.2tt.!!_£�_1,r�lns_n�m�n£.li..!YL�-.2r_�§�l..2.nall&n_�u�.t:Li.� 

a -3.ii Di !'2.!l.Ym ll-� i.!!il.ii! lY m�-2n£L.9Jtn.f !jil.1.-aJcYY.1.-�tua.1=1.tl..llu 

9 !!rna=!rrin_1n5i_Q.Y.!e1!l.ant-1!2�2l!1l�.i 

10 i.1.-!!.ti§�ll!L ll.:i! �m�_a..t�1..:_mJHUJ�_1J:l.Q�it-kl1li.�.1.-£QY.n1lU 

11 !!lJL.l2.��-l!!-lhs�£mm9.ID!ia!!h_!hi!-��ln"1.wts�-!t.11�ln_1� 

12 j5J .c1:uH�!J..P!Li>!_ !.ti1_ b§i!!tL.,��li m.=_ i.9§.Q�Y-f 9! -1tlil1_e..Qill2.!l 

13 R!._U11._&.Q.!!!!l.!!!!�1t&ll.tli_i.�-Ullllll�.b .§.d_�_ .:tJ1Lllil.e._Q.112a.t.1mJHl1 

14 ll_dJi.!1.b_iD�-1.SilJl!�-2.Y.UY.i.D!_,1�_unil.15Llll.1sLf.Mb.!lL1"-. 

15 2.l=�!!l.i-�!IlliJt•Jt�_bR�.Cl�!.a_!bi!_ � -'9.t!_t.P!.!Dl�.t--�1-�bj 05112D 

1° t2.sa!�i!i.S-1£!_£111-�!-!rl�!.Qli-�lrsi!ll1_�h.Lll_�!.-�l�ID.1.g-1� 

11 2.1._1_a.Lt_!t!_tiaal!h_i1L����-Ar.1ta_111-a��!i.A!l�1si_Q�_ih1 

18 I.L.L�a.--D.JU?A.U!JD.l..Ri_tf§il!in_tniLW•J!l!i�-

19 1-i2..!l=l�i��j!1!�2.!-tR�L&i.DA!lns_£Ql!lml.1il�==TheLl 

AP 

20 :ah!ll_Jl.1.J�!.11s�.si.1_t.2.2LJJlna!ln.s_t:.12m.ml11.u_G..12!.lle..2�1st_.QLnlo.i. 

21 !1t.§l..21n!§_.Q!_!tl.J.-t..2!!!!l9!'.!.!!'lil!.!b_iu> e £1 n!i g-��-!b§_ �e11ts.1 r_gi

22 !t! �--ti2Y§!_.2!_iltlll!l!tJ-A!}g_!hi_.bi.@.Y!�l.D1�.U.U .. !.UU.�-f.ill..il

23 !h1_,Qmml!!.iJ_UG.IL�-�hilll-�.Cl-llb��.i.tlAD�-i.il£h_SlL!tll.itL.hU

24 eA1!.1n1�_1!1J_�2J.L.�!-�hQ;�-1rt�1min! __ i�_r..tlm�Yt��-ln-!!h2.li. 

25 .QL _it1-e!r:L£JJ!,Y!!l.:L!.i>_lnl,_IJ!J !.Liit£!J_.eb1,l�i1.o_!P!.!l'9�! 

2b .i!l.ru.J_J!�-i£££iO.!JUL1!...Q!!!_!Jlsi_r!2!.11�!lLl-2l!1iUi.nL!.Lli.11.b. 

21 .=s:t�.l.e.1D.li-.i!ll.a_t1.n.t_1.1m.bA!.�hAll-l2Jl_.1_ue.1u.in1a:t.lu_g,i 

2s �m.PL.2:t:AL�-ln-lb.�-t,gmm.QD!i.Uilh.&_.2,n.c_mrm�.e.t-�.b.1.Jl-�1._1 

25 
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1 L�Et1��ni�11��-.21_�!El2i��-ln_!b�-£.QJD.m�n�•!!h.1-2.n�-!!!Jl� 

i. �.0.e.!J_,b�_.iL.LJ.E.U�g.r!a.1ll.L!1.i.-�-�lL.9l!ll.il..li�211a.l

j A��l.iile.11.2.0_ a.D,L .QD�_mfml>.e.r_�hill _12.e_if_r f£r..e.��nla1l�tt-j2i

4 in��!�Il£§_£A!!l.!�_lhi1_.e.tQYl��-�.QLhmen�.L.-'..QM2t.D.A&!l2D 

5 lo��1�n&�_ln_lh�-i�mm�n��11n�_lbg_2�l-'.la!L.m�mkl.LA-�1-.t.J:a 

b k!lfil!Lll1�.!L�.l:!.i!1LDJL!£JH!l.Ol�.d-i!.f!!i_!lQ!!l.i.D.i!..utn�-�!.!.lunl.111t.sLJl�. 

1 lil.!L.t:l��l.£.eJ_�j&J.tl.L .Q!_.iirsinl�.r _ J,ti�_,g,01J.IJ!li.0_2! _J.b1 

AP 

t �J: �!.f!tiS.!LL2�rs!.ln�.1:.l.U.9_tQ.!!!!!li!1�.t--=.b!il_!tt-Le.h��llilD-!ll!!laL 

9 .Qf..aD�-��l��lJ1d-b.;t_!h�.-£QJ!!ml11A��-

HJ U.1_.!h.L!EJlID.kil�-11!..�.!-le29iDlt.d_ l�-1b1-�11lltt.Ld.c 

11 t£.QL£!l!l!.!l!!.9-l.Q.!!!mJ..!!u.1_1!:!r.!J!_m�mJ2�LL.�!!al ! tte-&2.2.2ln1li-12.L 

12 a_.li.r�-�1-�Dj-�Jla.r.�_!nL�A-m�mQAL�-�hall-ll.L.1.2.2121�� fg1 a 

13 :t�.rn_2.!_!�L.:i.eu�_1.n.d._lhtt_um1.lnl.a.9_m•m»1r�.-�b1.l.l_.t>1 

14 iEAU.lol�9_!.Q1_1-1!L!-�!_1!!L��-�1r��--Ih.tL•&!.1tL� 

15 A£E2lnlm�n1�-�b.&.ll_ba_maa.a_iQL.::..icrmA-12!_1b.I.lta��AL-lb..e. 

10 �o��eil.��-2g111R.n�-!h.1L�.£!L--A-Y1,An�-��L-.ib1n_kx 

1 -, � � e! !i .l l.QD_.QJ_.t.t !.!L� !l.ilJ _!l§._ ! .1!1 J £l_ Q.Y_ ! .ti f_& ll..!L.!lil-12L1U 

1e Yil.1!�2l!��-�!!a __ Ng_2AL�Wl-�hall-R§_.l.llsill.La_iQ_AJU.�a_m.aL& 

19 .1Jli1_1�Q-���i£Y1l�J-lhLJU.��.i.t-liLm� 

20 i._ �2.&1=122.&-i;.!l!'.e�!l§!!i.2!1-.Q.! _ J!:!!!19!! �.i-!�gQAll-ili 

21 �ma1!1�J�==L.A'11-!!.Htl!Jr_i2!_1h.i-�.1a.1.1.ltliii_�JU..dlnil1l.ns. 

22 �uml!1��-�iJ1-�,Jl1�il!.1�-.Qi2l!�r�-i�1-JtA£b_�a.x-a�1M.all� 

23 �melYY§�_Jo_it�_dj��hi13�_gf_bl�-�1!l&l11-�Y1lt�i-l�.9.§1b�L

24 �111_all_D§�s���-��£�n��l.!l-'�LL�.d.L--l��2m�•n..aa11.wi_a...i:LJ1 

25 ��etD�§�-�1-lt�_mgJh�!�-An.d._tb�_ni,.1�&L���JOA��_J2,1-11l� 

20 [.2mal11.sa:_�i.!l-&!�-.e1..ig,_2.,YL!li_.tJJ�-l!.Al�-1Lll�!iL.L.LY.e.ll.IJ_.lo�. 

27 �illiD!�_.Qj_!bt_£R!.eS!QJ!�r�-

2t 1-���1=12l.&-B.�sl�n�l-2�Jr_LtjlJ!t.£Rmml11���-===l.tl.A

26 
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1 i!ilt!tl�i-£QJ2!d..1M.:!.i.o.9_£.wnml1!.t�-�hsl!_g�a.h!l�h-a._r.,s.L2!L@l 
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l O 1/1�/HU HPF C 1/18/80 kse 

2 HOUSE. RE�OLUTIOl\l NU ••• •• 

3 Req�estiny the Workmen's Compen�ation Subcommittee of the 
4 Kou�e lo�mittee on Labor and Commer�e to contin ue its 

� stucy of the factors accounting for tr,e f.1Ccelerating 

b in crease in workmen's compen5ation insurance premiums. 

8 wt-i[REA�, dur l ng the last four ,-ears there ha s been a 

9 demand for o ver a one hundred percent increase in workmen's 

10 comJensation insurance premiums in the Common�eal th; and 

AP 

11 wHEREA5, only a small percl;;nt of that increasEo has been 

l l at tr i but .cl b I e to I aw changes; a nd 

13 �li[kEA�, during nineteen hunared seventy-e i sht the 

14 Ho us e C o mm i t t e e on L a b o r a n d Com m e r c e r e q u e st e d i t s 

15 Wor�ruen•s (ornpensat�on Subcommittee to stuoy the factors 

lb which may be accour1tin9 for such increasing premiums and at 

17 the c onclusicn of its study to offer those rEccommendations, 

18 if any, whict. may le.ad to a decline in the r�te of increase 

19 of such premiums; and 

20 ftH[RfA�, the Subcommittee secured the service5 of 

a various individuals with expt:rtise in the workmen's 

22 ccmJensation insurancP field ana assembled those individuals 

2j intJ an �d hoc committee to advise the Subcommittee; and 

24 ftHtKtA�, douse �'esolution f'.o. J.b of the nineteen 

2� hundred seventy-nine _General As�errbly continued the 

2 b S u be om m i t t f' e 2 n d a d h o c c om m i t t € e s t u c y ; a n d 

27 WHE�EA�, although both the �c hoc committee and the 
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l Subcommittee t.ave worked di I tgentlY during the past two 

i years and have offered numerous r�commendations to the 

3 Comn ittee �n Labor and Commerce, additional hark remains to 

4 be jone; and

5 wHfRf:A�, the members of the ad hoc committee ha.ve 

AP 

b a9r3ed to c.ontinue working with the Subcommittee during tnis 

·, ye ar i now, t t er e f ore , be i t

8 RE�UL�tu by the House of Delegates, That the workmen•� 

9 Com.=>ensation Subcornrnittee of the House Committee on Labor 

10 and Commer.ce ls requested to continue its study of the 

11 factors accountiny for th e accelerating increase in 

12 wo r<men's compensation insurance premiu�s. The Subcommittee 

13 is requested to continue ut i I lz i ng the expertise of its &o 

14 hoc korkmen's compensation committee during its study; and, 

15 bs i t 

16 RlSULVtD FINALLY, That the Subcommittee is requested to 

17 pres�nt its findings, conclusions and recommendations to the 

18 C,overnor and the C,eneral Assembl) not later than November

19 on� ninet�e� hundred eighty. Al I agencies of th• 

20 Comaonwed.lth sha.11 assist the Subcommittee in its study. 

a # 

32 

248 



LCl 85b,48 

1 D 01/23/80 C 01/26/80 arb 

2 

9 

lO 

BILL to �mind and reenact §� bS.l-139, 65.1-140 and 
b5.l-l44 of the Code of Virginia; to amend the Code of 
Vir£inia by adding sections numbered b5.l-l41.l and 
b5.l-l42.l; ard to repeal �§ 65.1-141, 65.1-142 and 
b5.l-143 of the Code of Virginia all providing for the 
�econd Injury Fund under the Workmen's Compensation 
Act. 

�e it enacted by the General Assembly of Virginia: 

ll 1. That §§ t5.l-139, 65.1-140 an� 65.1-144 of the Code of 

12 Virginia are amended and reenactec and that the Code of 

13 Vi q inia is c1mended by adding secti,:,ns numbered 65.1-141.1 

14 and b>.1-142.1 as fol lows: 

IS S b5.l-139. Funding.--For the purpise of providing 

lb funds for coir.pensation for-�et-&� disabi I ity as herelnafter 

18 LJtb�.blll.lali���li.X1£Jt�. , a ta>e of one quarter of one per 

19 centu� shall be assessed, collected and paid into the State 

2U tr ea5ury by the same persons and in the same manner as set 

21 forth in chapter 10 CS b5.l-I29 et seq.> of Title b5.l of 

22 th is Code. 

23 This ta>< shal I be in addition to the tax for the 

- 24 Industrial Commission administrative fund and shall be held 

2� by the (omptrol ler of the Commonwealth solely for the 

2o pay11ent of ai-ards against such fund. 

27 ln any fiscal year i:n whict; the �econd lnjury Fund has 

28 to its creait a. su,r in excess of--t-we-AtiAdf-ee-f+ft-�_il��-

33 
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l JiJDJ!�.IJ ttiuL.sand <:Ollars, the t..:J1. st1all be suspended for the 

'I. ensJing fi5cal years and its col lec.tion not resumed until 

5 tne L�lanct in the fund �s reducec belo�-efte-h�ftd��d 

:, � b�•.l-J4J. uisa.bility defineci. For the purpose of 

t·. this chapter, disability -;hall rrean: (a) the partial or

-, 

9 

11 

u 

14 

15 

lb 

17 

19 

d 

. L
' J 

-, , 
,: I 

tct3 I lo�,S_l'r_lo�s_of_u,;ie of an arm, hand, leg, foot, eye,

fir,;er, toe, or any combinatlon of two or more thereof in an 

i n a.J st r i.:d a c c i d en t , a n d ( i> > a c t u a I i n c a pa c i t y f o r w o r k at 

tr, e c I a i 1::a n t 's-11t tt� -t- t-eee ,,-t- aver a fie week I y wag e--r-&rtd-+e+ 

1_ ��� 1::.1� l..L 1..,_ __ !!'. h§..D.-i!?t�.c..2�_.r ri.t�r�,g � _.., r �-I n.sJ.M�1ra.l 

'-� !!!J!l��l.2!! _§ .ti!l-�!J! .e L-� �Ls!�L�.51.i!l.0�1-1!l�-�1.£�!ld._1nlMLLUUL.si 

iil_1!:l§_�m�l�i�-n��-£.tl.Q.L_l2���r-l��-D.l-�.tlL-�22�sL.R.� 

ID� £11 fe J_ £.Y j .Qi!1,1.s_ 11! _ fl.P.! _J§ ��-!.ti iD_ l�.§!l.!.t_.e�r-,.eDl!J!J!_.Q!_.Qlll. 

�Q�!£n�a!lQn_��t-U£g�1_11-�2�l=2�_Qn�-�2�l=2�i-An�_1h� 

E�!!iUHt.!11_E.i!!.1l�l-.Ql.�i!hllil�-.2Y£:-.Y!li1§!_ .L�2..!l=��-iD.sL.lh� 
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l h�fl_a�l�-�-1h�-�m�lQ��L-�L-�ALLl�L--· 

l f _ �!?..r l=l!!l.� 1..r--A�iH g_f..Q.!_£.£.!!!.E§!l�!.iQ!li_fil.£21£!.l 

3 1L�1!m�ni_ani-�£&llQD&l-1�h�hlllla1l..2n..r==.UaQo_a 

4 d�1�!�ln�!lQD_�_!n�-1Qfilml��lQn_ltil-Bll-�£l���L-QL-�&LL�L 

5 DD�-Eil�-�9ID�§D�Dll9D�-ID§�l£�1-f�E§D�§�_Q!_YQ�l!lQDll 

b !�Dl�lllJa!l�D-��L�lt��-2D-��b�l!_�1-�Il-�!D.£1Q���-Ylld�L

·, £i!�!!iil�1.i:!.au:_a.�-�!t!_!.21.1ti_11ngi.r._1_�i...!l=l!tl..rJ._u1.Lii_n�1ile.

AP 

8 21 -! -kl�l .ID_!L£§l!l�..!-lb!'_} �fQD.Q_lflj1.!.z' _f1J !1fi_ �/!�_gl.ll!tD-E.tlQt._!Q 

9 E��n�n!-�!-1t�-h�.a�1l!�i-.!ihQ_��m,1��1.Jtn_�h�ll-�n1�1_a.n_a�a1� 

10 !r2n_1h�-����Dd_lJJjy1�_E.YJl�_lo_li��L-R!-�Ykh-�m�l.2��!-QL

11 ,irtl�I-1�!! __ iil_r�lIDbY[J�ID�D!_9�-i-P!Q_£ili-biiJ�_9i_!b� 

12 ,Qm��n�A!.i.Q!!_Eil�-1�L-1YL1h�L-�l�iblll1�-��-��1-1�r1h-1D-1 

13 ���l=l�l�l-1�1L-���D-.EL�L�1lns_1�_bg-'�K.ELl.l1��-���L�lJl9.-� 

l•• 1h�_nwn��.t_Q1_��.h�-ti,ti_lm.EiJl!ID�.o.t_1�- 1ll�,t1f 9_ !Jnii�r_.!b� 

15 �,ti .d.Y!i_Jo_j_U.1l.=�k.i--1hl.-Li.l.!!!hlU.S��n!_2..f_L.§i.�QOab.l� 

16 m�J;ti.£�1-���D�t�-Rn_1n�-�m�-»a�l�-a.L��i-11tL!u_1o_la�i 

11 .thl� -lik1.l.!:U!..1_e..t.2..:tl!ijHL1�-���.2!HLlnlJ.!r.�-il-:t g_ 1.b�- �itID�

18 JH !:!.1.QY�l�--l.!l.EUU.!L!!!§!!!.Qli_QY!_�.u.£.b_Lglf PJJ.!.�i.!!lttl1-�hil.1LO.Q1 

19 ��,�£�-����n!�=i1Yi_uyn�r.��-��llar�1_1.n�-1&.l-LelmbYL�.wn.�n.1. 

20 sii_t.ii-.��nall1_u �itl1Q!lill_.c.dlithlll.li1.Ll2n_1aln.lns_ ��t �1, »-2 o 

21. 10 §_ .§i!fi-�rt�l�--.i!�-�i! _!.Q!!0.-1 D-1 il_2L!l!l.L�i�li2n_�J.LL�Lls1

�2 !�lltY!�tffi.illl_ClJLi_!�-������-��X�D1�=!l�i-h�n�L£Q_�Ql!�r.�.._

23 § &S.l-144. Payments by frkud; mistake Gr unreported

�4 chan9e in conoitior.; recov�ry.--A�y payment to-�-e+�fm�ftt 

25 1.0..t-�!D.£!.Q�ll-.StLkii!.tl�L pursuant to this chapter �hich is 

�b l.:.tar determined by the Industrial Commission to have been 

'- 1 µ r oc ur e d-1,y_.t..tu.u..9.b_ f r au d, mistake o r-e 11-t:iftt-e-�ef" -t-e-o-eha-ft§'e-

iB +fl-eeft�+�+eft_!b..l-1m2LQ��L1�-2L2����l.!1.S_�i-1.t:l.Ji._kl�lm_k�lli.
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l £.2.Ltlf.l , snail be recovered from the-e+a+11ra-i,t_�m£!2.�il-2L 

l f!rtl�r �no credited to the Secon�_lnjury Fund. _.!DX 

j �Yht.2a£1l�n_!���Y!!l��-Q!_Q1h�L-!t�Q�Ll��-!.J:..�m-iL-1hl.tQ 

4 E1.st!ll-9.!.-.2!!l.i!�i2.l:!!!:�-�.b..il!_h�-�!li!�!Ltt.:x_1!:!�-�!n2l.2�iiI._Q!. 

AF 

5 £D![lfr_�D�_lbi_�i,9Dd_1DJM[�_fun,_QQ_f_E!Q_[i!l_ki�l�-i1l�r 

b g����11n2-�!l_rg�.2nehl���£�n���-ln-2h1�lnlos_1n�-L��Y��i 

1 l. That §§ 65.1-141, 65.1-142 a�c b�.1-143 of the Code of 

6 Vir;inia .-:ire repealed.

9 
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L DI 8U5c!48 

1 Du112�1eowc COl/23/BObaJ 

2 A BILL to &mend the Code of Virginia by adding a section 
3 numberec b5.l-4.2, allowing certain persons to elect 
4 workmen's compensat•on benefits. 

5 

b be it enacted by the General Assembly of Virginia: 

AP 

7 1. That ttie Code of Virginia is amended b::, adding a section

8 numbered 65.1-4.2 as follows: 

9 1-.k��l=��,���14-2!.Q..eLlA!.ILL�-�n� 

10 e1r!n1r.1�==bi!l1tJ:.L!l.1i1!.lsllDS..an.:t_Q.t.b§L-1tL.s2�l12.DA-9.L1hl� 

11 ll1li.1-&ll�-��lL-2LQ�Ll.ll1.2.t_�1-1.ll_£�Lio�L�i2.i-a_�ln�� 

12 �h52��-A&2l�i��AL�-Aligl1!!�-1Q!_�§O�ll�.wi�L-1.hl�-ll1� 

13 l!I �-f.l.1�1-1.2-Ri_JD-'.J .Y��£L!�-ilD-� ! EJ 9 ::t..l� _JJ!!slf:r _.tt1,_ !\19!ism.tu1!.i 

14 �����&ilQ!!-��!A.tiS�-21��£h_kY�lD4�-l1.-1b�-ln�L�L-l� 

15 �liil��-R1-1bl��ll�!�n_1�-RA-��-ill-'l�sa.d�--An���li 

lb er22rl11R!-9!_1bi_Rl!lD�!�-�bil1�-�220-�M,b_1J1,ll9D�-�-

17 1n.:ti.l!��-l£_J!2.liL'L§�_tiuutlil�-an�-R�-�M»lAki-lR-Am2!Q�AA 

18 L4��n�lhllllj�_R!��MLl�sLln_!hl�-1.l11� 

19 �b�D-iD�-�i1lDJ[_2!-�i��!1Jl�!-l�-JD1l11Jd_lQ_Li'i1X� 

20 ���lLaSA-Y.rul!!-1hl�-111l.ti�Yth_£J!�.Q.O-�hlll-�§-�YblA"1-Ul 

21 a!!_eL�jl�l�f�-Ri_!h�-&�1-��-li_bJ_���-�n-4m£!����i 

- 2Z er21l�i�i_b��,1�!J_lb1l_lD�-0211,��-[i9Ul!i�-YDdi!_ij 

23 22�l=il�-��l=a�-!�R-�i�l=�_g!_ltl�-1l!l��h�l!_k�-3lY�� 

24 1hi_Jo��L�D�l-kALL1§L_�nsL1ha!_!bf_2iUl�l-Q.f_£h��l�lan� 

lb �iltl!i.L-
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. l 6U5,48 AP 

l a..bUl�lll_;JLU.Iil!l�-lL�iJll!l.1�-.e.u.t�1Jii.Q1_1.Q_1hl�-��tllSUl..1. 

2 �yc1_�£�£1�s1-�haJJ_l�_eLlma£�_Qli!�1h�-�&Lag�-9f_1n� 

3 .Ql b! .c_.2�nir.1-�2..o.1r 1�!1>r._ 2r_,yt?�Q n.!r!,11u.�.rb.ins_1h�-ll!!l� 

4 !!�t1�-�££.Y£i!iQ!L£!_hY�ln���-��-lD�-'iAl..mA!li�-

5 # 
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LC:2071246 

l D 1/25/80 kl C 1/25/80 rmw 

2 A Blll to amend and reenact l 65.1-106 of the Code of 
3 Virginia, which provides penalties for employers 
4 failing to secure workmen's compensation insurance. 

5 

b lie it enacted by the General Assembly of Virginia: 

7 1. That§ 65.1-106 of the Code of Virginia is amended and

6 reenacted as foflows: 

9 § 65.1-106. Penalty for violation of preceding

10 section.--Jf such employer refuses and neglects to comply 

AP 

11 witn the provisions of the precedir:9 section (§ 65.1-105) he 

12 shal I be punished by a fine of not Jess than fifty dollars 

11 nor more than one thousand dollars, and he shal I be I !able 

14 during contir,uance of such refusal or neglect to any 

15 employee eit�er for compensation under this act or at law in 

lb a s�it instituted by the employee against such employer to 

17 recover dama�es for personal injury or death b;y accjdent, 

18 and in any such suit such employer shall not be permitted to 

19 defend upon any of the follo-iing grounds: 

20 Cll That the er.ployee was negligent; 

21 C2) That the injury was caused by the ne gligence of a 

22 fellow emplo�ee; or 

23 C3) That the emp loyee had assumed the risk of the 

24 inj..ir�. 

2S Ihe fine herein provided ma� be assessed by the 

26 Comn ission in an open hearing with the right of review and 
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� � u 7 1 i 46 

l appaal as in other cases. _lh£-1Rmml�lQU_!!��-�l�-QL2�L-!n� 

£ �m�l�i§L_l�-S�A��A�Q-�.§.!.�-�ll-���l.o���!LaD��¥.!l�n�ang 

3 2.£ft.ill.2n�_.u!!.lil-1.2�n.!Lk.Llh�-"-.2mml�.i.2n_1Lli._iD-&2mellA11,� 

4 �i lJ _l:bt _£!.P.Y.iJj .Q.D§_Q!_lh.i�L &tli!P.1i!�-

5 # 
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L Li v70i48 

1 D 01 /"l.4/60 WC C 01/26/80 jsl 

l A LILL to amend and r eenact f 2.1-116 of the (ode of 
� Virgin&a, which exempts certain employees from the 
4 5tate P£rsonneJ Act. 

5 

6 be it e�acted by the General As�embly of Virginia: 

7 1. Th at § 2.1-116 of the Code of Virginia is amended and

8 ree:1actedas fo llows: 

9 § 2.1-116. Certain officers and employees ex�mpt from

AP 

lU cha.?ter.--The provisions of this chapter s hal I not apply to: 

11 lll Officers and employees for whon; the Consti tution 

12 sp ec i f i ca I I y d i r e ct s the manner o f s e le ct i on ; 

13 (21 Officers and employees of the Supreme C ourt; 

14 (3l Officers appointed by the &overnor, whether 

15 confirmation by the C.eneral Assembly or by either house 

lb thereof be reQuired or not; 

17 (4) Off icers elected by popular vote or by the C:.eneral

l ti As se n:b l y o r E it he r house the r e of ; 

19 (5) Members of boards and commissions t,owever selected;

2U (6} Judses, reft!rees, receivers, arbiters, masters and 

21 co mn i s s i u n er s i n c ha n c er 'f , c o mm i s � i oner s of a cc o u n ts , a n d 

i2 any other persons appointed by an� court to exercise 

2j judicial funtti ons, and jurors anc notar ies public, as such; 

2'+ '7J Officers and employees of the Genera l A5sembly and 

25 pe rsons emplo�ed to conduct temporary or special inquiries, 

26. investig.1tior1s, or examinations on its beha lf;

41 

24t. 



AP 

l (bl lhe presidents, and teaching and research staffs of 

2 State educational institutions; 

3 191 Commissioned officers �no enlisted per sonnel of the 

4 national guar<i and the naval militia, as such; 

5 Cllll student employees i n  institutions of learning, and 

b patient or inrrate help in other State institutions; 

7 <11) Lpon general or special authorization of the 

a Governor, laborers, temporary employees and employees 

9 com�ensated on an hourly or daily basis;-aftdT 

l O l 12 J County • c i t y , town and a is tr i ct of f ice rs , 

11 dep�ties, assistants and employees_1-1D� 

12 il;} l_ J,D§_t!>El �1 � ��--.Qf-1!1�-0.�.E�!.il�.!11-!l!_J!'.2.!.h.!!!�ll!.� 

13 ,£m��u��!lQn�_lng_y�1Ll�l-��mml��l�n_Qf_�l!.slnl� . 

14 # 

42 

248 



SECTION IV 

COMMENTS AND RECOMMENDATIONS OF BUREAU OF INSURANCE 

The staff of the Bureau of Insurance has actively 

participated in the study and concurs with the recommendations 

contained in Section III of this report. The Bureau of 

Insurance Staff is of the opinion, however, that there remains 

additional study with appropriate ac;ion necessary to effect 

improve�ents for workers' compensation insurance. The Bureau 

will work closely in this regard with the Industrial Commission, 

the insurance industry and buyers of workmen's compensation 

insurance. 

We offer the following comments and recommendations: 

Data Call and Tabulation 

The prospective data collection system developed by the 

insurance industry, which is now in place, will provide 

information about the causes of the increased loss costs. 

It does not, however, contain the mechanism necessary to 

collect statistical data, including loss and expense data, 

which allows for verification of data contained in the 

workers' compensation rate filings. It is expected that a 

program will be developed for the collection, compilation 

and publication of statistical and other data as provided 

by Section 65.1-117 of the Virginia Workmen's Compensation 

Act and such program submitted to the Industrial Commission 

of Virginia for their agreement. 
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Rate Procedures 

Procedures relative to the development of changes in 

premium levels (increases and decreases in insurance rates) 

will be further examined, as will be the frequency of such 

changes in all rate filings, including the regular industrial 

· rates, coal mine rates, federal coverage rates and miscellaneous

changes involving rates. The examination will include the

derivation and appropriateness of factors used to modify the

loss and expense data, expense loadings, the impact of

investment income, trend factors, etc .. The examination will

be of an ongoing nature and will be performed by the Actuarial

Consultant retained by the Bureau of Insurance.

Individual Risks

The Staff of the Bureau·of Insurance will review the 

pricing of individual employers' insurance to insure equity 

within the pricing system. Such review will include assigned 

risks, federal coverages, coal mine rates, insurance 

classifications, insurance manual rates, territorial 

differentials, risk merit rating systems, retroactive rate 

adjustments, rating bureau performance and other areas of 

pricing including alternate methods. 
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SECTION V 

COMMENTS AND RECOMMENDATIONS OF THE INDUSTRIAL COMMISSION 

The Industrial Commission response is directed to those recommendations 

set forth in Section III of this report and the numbers in this response correspond 

to the numbers in the Summary of Recommendations. 

A. Statutory Changes i.n the Virginia Workmen's Compensation Act

1. The Commission has no objections to the recommendation regarding broadening

the Second Injury Fund coverage nor increasing the Fund amount.

2. The Commission believes that the recommended change to have a Commissioner

replaced on the Review Panel by a Deputy Commission when an opinion from a

Commis.sioner is being considered is not necessary for the following reasons:

The vote of the Commissioner whose opinion is being appealed is 
of no effect unless the remaining two Commissioners are divided 
in their opinion as to whether to affirm or reverse. 

This procedure was noted in the assignment of errors in one case 
which was appealed to The Supreme Court and was not commented 
upon by the Court in its written opinion. 

The Deputy Commissioner sitting on such ·a review panel might 
feel some reluctance to vote to reverse a Commissioner who, in 
turn, votes on his salary increases and other personnel matters 
affecting him . 

The Commissioner review caseload is increasing to .the point that 
in the foreseeable future it will be necessary for Commissioners to 
devote full time to the review docket and .will not be hearing cases 
at the trial level. 

3. 'Regarding �.iedical peer review, the Commission recommends that the State

wide Coordinating Committee be reduced in number from 9 to 5, with two 

representatives from the medical profession, one representative from industry, 

one representative of employees, and one representative of the general public 

and that committee, in turn, establish no more than two local Peer Review 

Committees as a pilot project. This program could then be funded by the
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Page Two 

Commission at no sum greater than $50, 000·. 00 per year for each year of the 

next biennium. We further recommend that the establishment of policies, 

guidelines and rules be the sole responsibility of the Statewide Coordinating 

Committee and that, except for funding, the Industrial Commission remain 

.independent of these groups except to hear appeals from their decisions. In 

this way the Commission would maintain its independence and objectivity 

without the appearance of any conflict of interest in questions regarding medical 

charges which might come before it. 

4. The Commission does not anticipate any administrative problems associated

with making members of partnerships or individual proprietorships subject to 

The Act. However, provisions should be made- for the same notice-and time . 

limitations that apply between employer and employee to apply between the 

sole proprietor or partner and the carrier. Provision for providing. medical treatment 

should be applied in the same manner as now applicable to the employee and 

employer. The coverage of the sole proprietor or partner should be primar y 

t o  the coverage of the owner, general contractor or sub-contractor. 

5. A proposed Bill is attached which would authorize the Commission to order

an employer who is subject to The Workmen's Compensation Act to cease 

operations if he has not purchased the required insurance or qualified as a 

self-insured employer. This order could then be enforced in a local circuit 

court as other orders and awards of the Commission. 

6. A proposed Bill is attached which would add the Industrial Commission to a

list of those agencies which are now exempt from the State Personnel Act. At 

the pre sent time, the status of the Industrial Commission and the jurisdiction 
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Page Three 

of the State Personnel Department is unclear. A copy of the State Organizational 

Chart is attached showlng the Industrial Commission between the Legislative 

and Judicial branches of government, both of which are exempt from the State 

Personnel Act. 

7. The Commission has no comment on the recommendation regarding the

broadening of coverage under 65 .1-47 .1 [Police & Firemen presumptions]. 

B. Regulatory Rules and Procedures

1. (a) • The Commission does not concur in the recommendation that a

Deputy Commissioner or other person in a similar pay bracket be made

responsible for review of vocational rehabilitation cases. If this program

is instituted as a pilot project, such supervision is not necessary at this

time. If the program is instituted on a statewide basis, there. is sufficient

supervision at this time by Industrial Commission personnel and DRS personne.

The cost to Industrial Commission of establishing such an office is approxi

mately $50,000.00 per year and it is our opinion that any benefit derived

from the establishement of such an office would not be in proportion to it's

cost.

(b). Regarding Commissioners to hear only Review cases, it is anticipated 

that the workload of Commissioners at the hearing level will be reduced during the 

1980 calendar year by the addition of one Deputy Commissioner who took office 

on November 15, 1979. The steadily increasing number of cases on the review 

docket -will ,equi,e mo1-e of the Commi.:..::,iu111:::.1:';:, time. 

(c). The Industrial Commission Claims Department currently has six 

employees woo spend a major portion of their_ time as resource personnel answering 
47 



Page Four 

various questions and inquiries which come through the Claims Division. This 

workload cannot be assumed and handled properly by one person. However, 

additional personnel are needed for this purpose at this time. 

(d). The Commission does not concur in the recommendation that a fulltime 

Administrator be appointed. This f unction currently is carried out by the 

Commission Chai rman who currently serves a three-year term and the additional 

cost of an administrator and staff personnel could not be justified for this purpose. 

(e.) The Commission concurs in the recommendation that brochures, etc. 

regarding workmen's compensation be prepared and distributed. 

2 • (a) • The Commission has no objection to tl:!e recommendation set forth in 

Section VI-C, Standards of Service. 

The House Labor & Commerce Workmen's Compensation Sub-Committee has 

previously indicated some concern regarding statistics maintained by the Industrial 

Commission. In this regard, please see the response of the Industrial Commission 

set forth in Section VI-D. To date no recommendations have been made to the 

Indsutrial Commissim by any outside sources regarding additional statistics. However, 

we are advised that the Bureau of Insurance will shortly make requests for information 

needed for rate-making. In the meantime, the Commission began keeping certain 

additional statistics itemized in the Section referred to on July l, 1979. 
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A BILL to amend and reenact § 65 .1-106 of the Code of Virginia to 

provide additional penalties for those employe: s who are subject to the Workmen's 

Compensation Act and who fail to insure their liability by one of the methods provided 

by law. 

Be it enacted by the General Assembly of Virginia: 

1. That§ 65 .1-106 of the Code of Virginia be amended and reenacted as follows:

§ 65.1•1N. Penalty far'riolatlollot,.....U .. NCtioL - If such employer 
refuses and neglects to comply with the provisions of the preceding section ( § 
65.1·105) he shall be punished by a fine of not lea th.an fifty dollars nor more 
than one thousand. dollars, and he shall be liable during continuance of such 
refusal or neglect to any employee either for compensation under this act or at 
law in a suit instituted by the employee apinst such employer to recover 
damages for personal injury or death by· accident, and in any such suit such 
emplorer shall not be permitted to deCend upon any o! the following grounds: 

( 1) That the employee wu negligent;
(2) That the injury wu cauaed by the neglipnee of a fellow employee; or
(3) That the employee had uaumed the risk of the injury.
The fine herein pn,vided may be u1esaed by the Commiuion in an open

hearing with the nght of reYiew and appeal aa in other cues. �Code 1950, t
�-l 02; 1968, c. 660; 1970, c. 470; 197 4, e. 314. )·

The commission may also order the employer to cease and desist 

· all business transactions and operations u ntil found by the Commission to be

in compliance with the provisions of this Chapter.
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A BILL to amend and reenact § 2 .1-116 of the Code of Virginia, as 

amended, to provide that employees of the Department of Workmen's Compensati_on, 

Industrial Commission of Virginia, shall be i.qchded in : the provisions of§ 2 .1-116. 

Be it enacted by the General Assembly of Virginia: 

l. That§ 2 .1-116 be amended and reenacted as follows:

I 2.1-116. Certain offleen and employeea exempt from chapter. - The 
provisions of this chap t.er shall no t apply to: 

(1) Officers and employees for whom the Constitution speeifical)y dinetl the
manner of selection; 

(2) Officers and employees of the Suprem e Court;
(3) Officers appo int.e d by the Govemor, whether confll'lll&tion by the General 

Assembly or by e ither house thereof be required or not; 
(4) Officers eleet.ed by popular vot.e or by the General Auembly or either

house thereof; 
(5) Members of boards and commissions however selected;
(G) Ju dge s, referees, receivers, arb it.ers, mas t.era and comm issioners in 

chancery, commissioners of account.a, and any other persons &pP.)inted by any 
court to exercise judicial functions, and jurors and notaries public, aa such; 

· (7) Officers and employees of the General Alaembly and persons employed to
conduct t.emporary or special inquiries, inve stigations, or euminatiom on ita
behalf; 

(8) The president.a, and teaching and reeearch a� of State educational
institu tions; 

(9) Commiaaioned of&len wl enlisted penow1 of the DatioD&l pard ud the
•ft! militia, u such:

• (10) S tudent employeel bl lmtitutiou of tearninr, and patient or inmate helpm other State iDltitutiona;
(11) Upon general or special authorization of the Govemor, lab orers,t.em
d
porary employees and employees compenaat.ed on an hourly or daily basis;an ' 

(12
1
) County, city, town and district officers, deputies, uaistanta andemp oyees. (<Ade 1960, § z.s.&; 1966, c. 677; 1973, c. 401.)

(13) The employees of the Department of Workmen's Compensation,
Industrial Commission of Virginia; 
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Section VI-A 

Subcommittee Assignments 

Law and Procedures Sub-Committee 

The Sub-Committee on Law end Procedures should review the Virginia 
Workmen's Compensation Act, Industrial Commission Rules and Procedures, 
Insurance Industry and Employer Procedures to develop and make available 
all pertinent data which have contributed to recent Workers' Compensation 
rate increases and to make recolDl:lendations with the view of improving 
conditions so as to prevent excessive rise in Workers' Compensation rates. 

Among the specific items which should receive consideration in addition 
to the above, are: 

Revised Second Injury Fund 

Elimination of Award System in Non-controverted Cases 

Deductible Insurance 

Medical Cost Control 

Extension of Act under Section 65.1-47.1 to Additional 
Persons 

Employee Status (Sub-Contractors - Independent Contractors, etc.) 

Extension of Coverage to Co-Partnerships and Individual 
Proprietors 

Status Report on Recommendations made in 1978 
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TI-IE TRA.VE·LER.S 

Claim Department 

H. V. Thornhill. Manager 

Honorable James W. Newman 
Commissioner of Insurance 
P. O. Box 1157 
Richmond, VA 23209 

Dear Commissioner Newman: 

November 30, 1979 

RE: Final Report of the Law and Procedures Subcommittee 

Attached is copy of final report of the Law and Procedures Subcom
mittee, covering the results of our studies, including Subcommittee recom
mendations for corrective measures. 

I think, overall, our report reflects some real progress and, hope
fully, it will be favorably received. 

Enclosure 

Respectfully submitted, 

Harold V. Thornhill - Chairman 
Law and Procedures Subcommittee 
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Sectior. VI-A 

FINAL REPORT OF THE LAW AND PROCEDURES STUDY COMMITTEE 

CONDUCTING WORKERS COMPENSATION STUDY FOR 

DELEGATE WILLIAM T. WILSON, CHAIRMi\N OF THE 

WORKERS COMPENSATION SUBCOMMITTEE OF THE 

HOUSE COMMITTEE ON LABOR AND COMMERCE 

-- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -.

The Law and Procedures Subcommittee presents its final report following its 

last meeting on November 28, 1979. 

This Subcommittee, set up by Commissioner Newman of the Virginia Bureau of 

Insurance, was initially asked to review the Virginia Workmen's Compensation Act, 

Industrial Commission Rules and Procedures and· Insurance Industry and Employer 

Procedures to develop data bearing on recent rate increases in Workers' Compensat

ion insurance and to make recommendations on the following items: 

Second Injury Fund 

Elimination of Award System in Non-controverted Cases 

Medical Cost Control 

Extension of the Act under Section 65.1-47.1 to Additional Persons 

Employee Status (Sub-Contractors - Independent Contractors, etc.) 

Extension of Coverage to Co-Partnerships and Individual Proprietors 

In addition, the Subcommittee was later asked to study a proposal of the 

Division of Rehabilitative Services regarding its handling of Workers' Compensat

ion cases. 

The initial work of the Subcommittee was handled by the following task forces: 

Second Injury Fund - Charles G. Avery, Jr., Chairman; Industrial Commission -

J. B. Morton, Jr., Chairman; Medical Cost Control - z. C. Dameron, Jr., Chairman; 

Legal Considerations - W. N. Gregory, Chairman; and Vocational Rehabilitation -

D. E. Edwards, Chairman.
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The task force chairmen subsequently submitted final reports, including their 

recommendations, to the Subcommittee for consideration and the task force recom

mendations have now been unanimously adopted by the full Subcommittee. Such recom

mendations are listed below by subject: 

I. Industrial Commission Procedures

It is recommended that Section 65.1-96 be changed to provide that where a

review is taken from a decision of a full Commissioner, the original hearing officer 

not be permitted to sit on review but the remaining members of the Commission instead 

designate a Deputy Commissioner to replace him. 

The Subcommittee recommends that provision be made for the workload of full 

Commissioners to be reduced insofar as original hearings are concerned so that a. 

larger percentage of their time might be devoted to considering cases on review by 

the full Commission. 

It is recommended that the Industrial Commission designate one or more persons 

in the Claim Department as being resource persons �vailable to answer questions from 

any and all interested parties, including claimants, employees, employers and insurers. 

It was felt that this strengthening of what is already being done would suffice without 

the need for the creation of an informal hearing procedure as such. 

'nle Subcommittee recommends that the Industrial Commission designate one person, 

or position, as having primary responsibility in administrative areas. It is further 

recommended that such a position or person be assigned no other primary responsi

bilities. 

'nle Subcommittee endorses and recommends implementation of the statement made 

in the 1978 report with regard to the development and distribution of brochures 

covering pertinent provisions of the Workers Compensation Law and procedures to be 

made available to employees, employers, and the public generally and that the Indus

trial Commission go ahead with the development of a Claim Procedures Manual as soon 

as feasible. 
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The Subcommittee decided not to recommend any change in the present Industrial 

Commission Award System at this time. 

It is recouunended that legislative approval be given the Industrial Commission 

to seek injunctive relief against uninsured employers continuing to operate in 

defiance of the law. 

The Subcommittee recommends that the Industrial Commission be removed from the 

jurisdiction of the State Personnel Department by amending Section 2.1-116 of the 

Code of Virginia, to give the Industrial Commission the necessary flexibility to 

implement the above recommendations. Since the Industrial Commission is a specially 

funded quasi-judicial agency, the Subcommittee feels it should be exempted. 

II. Second Injury Fund

The Subcommittee agreed that the present law is meaningless and felt that it

should be changed, but only on· a limited basis. 

It is the Subcommittee's recommendation that Section.65.1-140 of the Act be 

amended by deleting the words "in an industrial accident" with further study to be 

given in the future to the relationship of back injuries to the Second Injury Fund. 

It is also recommended that the statute be changed so that the second employer/ 

carrier must give notice to and make claim against the Second Injury Fund rather than. 

having the injured employee give such �otice and make such claim and that the 

employer/carrier be permitted to recover medical and rehabilitation training services 

from the Second Injury Fund in the same percentage as recovery is made for compensation 

payments from the Fund, such recovery to be limited to $7,500 for medical and $7,500 

for rehabilitation traifiing services for each claim. 

The Subcommittee recommends that Section 65.l-140(c), which relates to nonentitle-

ment to comoenR::irinn 11nrlPT ::iny nrhPT f'Tnvi!O:inn nf rho Art-, h"' rlol<>t-,.r!. 
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It is recommended that that portion of Section 65.1-39 relating to funding, 

be changed so that the maximum amount in the Second Injury Fund be increased to 

five-hundred thousand dollars and that collections be resumed when the balance 

in the Fund is reduced below two-hundred and fifty thousand dollars. 

III. Medical Cost Control

Our recommendations under this topic are based on the following findings:

1. Virginia's workmen's compensation system does not contain an effective

mechanism to insure that health care expenditures are reasonable. 

2. Development and implementation of a detailed medical fee schedule, such as

is found in sixteen other states, has advantages and disadvantages. A peer review 

system appears to avoid the disadvantages of a fee schedule. If the peer review 

system does not accomplish its objectives, a fee schedule may have to be considered. 

3. Legislation to control health care costs in the workmen's compensation area

should concentrate on health care provider costs, rather than hospital costs. Control 

of hospital costs is being effected through the Virginia Health Services Cost Review 

Commission, which is now in the development stages. The Commission will concern itself 

with rates.charged to all hospital users, including patients covered by workmen's compen

sation. Special legislation restricted to hospital charges for workmen's compensation 

patients is not desirable. 

Based on these findings, the Subcommittee recommends that the General Assembly 

take' such action as is necessary to establish a medical peer review system under the 

control of the Industrial Commission in order to insure that persons covered by 

workmen's compensation will receive quality health care at reasonable cost. The 

peer review system should have the following characteristics: 

1. A state-wide advisory committee to the Industrial Commission should be estab

lished with representation from each regional peer review coDDDittee, established pur

suant to paragraph 2 below, as well as with representation from the insurance industry, 
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employers, employees, The Virginia Hospital Association, and the medical profession 

A representative of the medical_profession should serve as Chairman. 

The advisory committee would have the responsibility of recommending to the 

Industrial Commission regulations to be followed by each regional committee to 

conduct its peer review program. The regulations would include criteria for deter

mining_which workmen's compensation claims must be submitted to the regional committee 

for review. For example, the regulations might provide that every other workmen's 

compensation hospital admission should be submitted by the employer for review by the 

regional committee for the purpose of determining the appropriateness of both the 

admission_ and t�e length of the hospital stay. In addition, it might be provided

that any out-patient case should be submitted to the regional committee for review 

if the medical bill exceeds "X" dollars or involves treatment over a period of more 

than "X" days. '£he regulations also could provide that an insurance carrier or 

self-insured would have the discretion to elect to have any workmen's compensation 

case reviewed by the regional committee. The regulations should initially be drawn 

in such a way as· to limit the number of cases to be reviewed in order not to swamp 

the system during its infancy. 

2. Establish a regional peer review committee for each of the five health

systems areas in the State. Each regional committee would report to the Industrial 

Commission and would be made up of health care providers who practice in the health 

systems area. Each regional committee should be appointed by the Industrial Commis

sion upon recommendation of the state-wide advisory committee. Members should serve 

only a fixed period of time and receive such compensation as is authorized by the 

Industrial Commission. 

3. Each regional committee would have authority to review workmen's compensation

cases to determine any of the following: 

(a) quality of medical care;
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(b) whether a hospital admission was appropriate, and if so, whether the

length of stay was excessive; 

(c) whether the frequency or duration of out-patient treatment and

authorization for absence from work was excessive; and 

(d) whether the fee charged by the health care provider for treatment

was excessive. 

4. Each regional committee would have the authority to retain an appropriate

person. or group to review workmen's compensation cases and provide recoDD11endations 

to the committee. (At the present time, each health systems area has a professional 

standards review organization (PSRO) that is reviewing hospital admissions for patients 

covered by federal programs.) It is anticipated that the PSROs will be in a position 

to contract with the regional committees to review workmen's compensation cases and 

make recommendations. 

5. Insofar as sanctions are concerned, a disti�ction must be made between

hospitals and health care providers. If it is concluded that a hospital admission 

was inappropr�ate or a hospital stay �as excessive, both of which determinations 

would be made while the patient was still in the hospital, the sanction would be to 

advise the patient, the physician and the hospital that, subject to an appropriate 

grace period, any further hospital costs will not be covered by workmen's compensation. 

When the regional committee determines whether a health care provider has rendered 

unnecessary treatment or charged excessively, the insurance carrier or self-insured 

would be obligated to reimburse the physician only up to the amount approved by the 

committee. If a greater amount already had been paid, the insurance carrier or self

insured would be entitled to demand a refund. In either event, the health care 

provider should have the right to appeal the decision to the Industrial Connnission, 

but he should have the burden of proof before that body. 
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6. Each member of each regional committee and the advisory committee shall

be given immunity from liability for any action taken so long as he did not act with 

malice. 

7. The peer review system should be financed through funding from the Industrial

Commission. 

8. The framework for the peer review system should be established by the General

Assembly. The actual mechanics of the peer review system should be established by 

regulation in order to provide flexibility. 

We believe that a peer review system has a number of advantages, including the 

following: 

(1) The system should help to control the increase in health care costs in the

workmen's compensation area without any adverse impact on the quality of care. Simply 

having a review system in operation should,.from a cost of care point of view, have 

a positive influence on health care providers treating workmen's compensatio� patients. 

(2) With the regional committee set-up, the system should have sufficient flexi

bility to adapt to different conditions throughout the State. 

(3) Through the state-wide advisoi:y committee, all affected parties will have

an input into the system. 

(4) The system should have the capacity to expand or contract the scope of its

activities as circumstances change. 

(5) The additional administrative burden that will be imposed on the Industrial

Commission should not be substantial. 

IV. Industrial Commission - Virginia Department of
Rehabilitative Services Cooperative Agreement Study

The objective of the Vocational Rehabilitation study was to evaluate a proposed

cooperative agreement between the Virginia Department of Rehabilitative Services and 

the Industrial Commission. (See attached proposal) 

·.i.:ne �uDcommittee has some concern as to the manner of funding, particularly as to

the degree of federal control that might be exercised if Workers' Compensation claimants' 

vocational rehabilitation is enhanced through the Virginia Department of Rehabilitative 
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�crvices, and further, is aware that traditionally, heavy emphasis has been placed 

by this Department on retraining industrially injured persons requiring vocational 

rehabilitation. ConsP.quently, an education process for the Department of Rehabilita

tive Services staff would be required to more heavily emphasize placement activities. 

Private enterprise has also entered this field of vocational rehabilitation and 

insurance carriers are already making substantial outlays to such enterprises for 

proper placement assistance. This raises the issue of competition between the State 

and private sector unless insurance carriers have options to decide.between the 

private or State rehabilitative services. 

Nevertheless, the Subcounnittee recommends a three-part program: 

A. The Virginia Department of Rehabilitative Services should be permitted to proceed

with a specialized program for treating industrially injured persons. It is

recommended that a separate division reporting directly to the Commissioner of

the Department of Rehabilitative Services be established. This division should

develop a program of approximately one year's duration beginning in 1980 in a

localized area, such as Richmond, to test the feasibility of the approach.

Later the prqgram can be expanded as described in the proposal.

B. It is recommended that funding for this pilot program - a�d, if adopted, for the

permanent program - be included in the Department of Rehabilitative Services

normal operating budget for staffing, administrative costs, and operating costs.

Direct support should be funded from the insurance carriers via fees for testing,

schools, etc. as is the current custom.

C. Section 65.1-88 of the Workmen's Compensation Law places responsibility for

rehabilitation on the Industrial Couunission. It is important that a designated

person be assigned the responsiblity for screening cases for rehabilitation

efforts. This person should be at a Deputy Commissioner level or higher.

The insurance carrier should be permitted to share in selecting the more appro

priate rehabilitative service - either State or private. The Industrial Com-
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mission designee should have the responsibility of coordinating the selection 

with the carrier prior to referral to the Department of Rehabilitative Services. 

The Department of Rehabilitative Services liaison position should be continued 

as at present. This person should establish a reporting system to periodically· 

appraise the Industrial Commission and insurance carrier of the effectiveness 

and progress of the rehabilitation efforts. 

V. Extensions of the Act to Additional Persons

The Subcommittee recommends Section 65.1-47.1, creating a presumption in regard

to heart and respiratory disease cases covering policemen and firemen not be expanded 

to cover any additional occupations or employees not already covered. It was the 

feeling of the Subcommittee that this special benefit legislation constitutes a 

perversion of the Work.men's Compensation Law and should be more properly handled under 

the Virginia Supplemental Retirement System and various �rivate hospital, surgical, 

and disability benefit plans. 

Finally, it is recommended that tha Act be extended to afford benefits as employ

ees, on an optional basis, to sole proprietors and co-partners, subject to such persons 

complying with the responsibilities imposed on other e�ployees covered under the Act. 

To aid in the implementation of the above recommendations, the Subcommittee 

submits herewith legislative drafts that it hopes will be useful. 

HVT:dvz 
Attachments 

Respectfully submitted, 

Harold v. Thornhill - Chairman 
Law and Procedures Subcommittee 
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DRAFT 
COOPERJI.TIVE Ar,REEMENT BETWEEN THE 

VIRGINIA DEPARTMENT OF REHABILITATIVE SERVICES 
AND THE INDUSTRIAL COMMISSION OF VIRGINIA 

I. PARTIES: The parties to this a9reement are the Industrial Coirmission 
of Virginia, hereinafter referred to as the Commission and 
The Viroinia Department of Rehabilitative Services, herein
after referred to as the Department. Both oarties are in 
conipliance with Section 503 and 504 (PL 93-112) to the ex
tent applicable, anrl with Title VI of the Civil Rights Act 
of 1964. 

II. AUTHORITY: Vir9inia Workmen's Comoensation Act (65.1-88, 65.1-129,
65.1-136 and 65.1-142 Code of Viroinia), Public Law 93-112 
known as the Rehabilitation Act of 1973 as amended, 45 CFR 
1361.11 and 1361.13, Section 22-330.1 throuoh 22-330.11 of 
Chapter 15.1 Code of Viroinia as amended, the Vir9inia 
Department of Rehabilitative Services annual State Plan, 
and other Federal and State Laws as appropriate. 

III. PURPOSE: The purpose of this agreement is to provide appropriate 
vocational rehabilitation services, particularly placement 
services, to disabled workers who are receivino compensation 
under the Virginia Work�en's Compensation Act �nd who meet 
the eli9ibility requirements of the Department. 

IV. PROGRAM AND SERVICES PROVIDED:

The pro9ram shall have aualified staff in sufficient numbers 
to satisfactorily carry out the vocational rehabilitation 
functions required. 

The prooram shall provide vocational rehabilitative services 
directed towarrl servino all elioible Commission claimants 
within the Department's policies and procedures. 

A. THE DEPARTMENT At;REES TO�

1. Cooperative1y participate with the Commission, in
surance carriers/employers in developino comprehen
sive vocational rehabilitative proorams for eli9ible

_disabled claimants/clients which would ultimately
result in employment.

2. Define the vocational rehabilitative services to be
provided by the Department.

3. Accept referrals of disabled claimants for evaluation.

4. Determine the eliqibility of individuals to receive·
services from the Department.

5. Provide appropriate services to those individuals
determined to be eligible.
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6. Continue appropriate services to individuals who
are determined ineiiaible under the Virqinia �tork-
men's Compensation A�t.

7. Provide one (1) Counselor and support staff in each
office {excludino the five reouested 100% Commission
caseload) who wiil be responsible for Col'".mission
cases in the area covered b_y the particular Counselor.
These Counselors will also cover other referral sources
or pro9rams. This will involve the re-assi9nment of
14 Counselors to cover these cases. It is estimated
the Workmen I s Compensation cases wi 11 avera9e 5-10%
of their total caseloads. The office assianments to 
be made are as follows: 

1) Buena Vista One Counselor 

2) Chesterfield-Southside Two Counselors

3) Culpeper One Counselor 

4) Dan vi 11 e Two· Counselors 

5) Hopewell One Counselor 

6) Leesburp One Counselor 

7) Petersbur9 Two Counselors 

8) Richlands Two Counselors 

9) Richmond One Counselor 

10) Wytheville One Counselor 

8. Provide field staff who wi H deal only with Workmen's
Compensation cases from the Vir9inia Industrial Commission.
Federal Workmen's Compensation (OFEC/OWCP) and referral
of Vorkmen's Compensation cases from other states in
five selected geographic areas.

1) Norfolk - Portsmouth, Virqinia Beach

2) Newport News, Hampton

3) Alexandria, Mt. Vernon, Falls Church

4) Arlington, Woodbrid9e

�, Ab1ngcon, Br1sto1
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These positions would involve the transfer/hirinq of 
five (5) Counselo�s.and five (5) Secretaries. 

9. Provide office space for the reouested five (5)
Counselor and five (5) Secretarial positions.

10. Provide supportive Supervision for these staff on
the local level from the Department of Rehabilitative
Services/Industrial Commission Supervisor.

1-1. Pro vi de di a�mosti c, medi ca 1 mana9ernent and other ap
propriate vocational rehabilitation services for those 
clients determined eliaible under the uninsured emoloyers 
fund as outlined in the Viroinia Workmen's Compensation 
Act. 

B. THE COMMISSION Ar,RfES TO:

1. Provide funding to the Department for five (5) Work
men's Compensation caseloads with suooortive staff.
Funding shall cover sa1aries, benefits, travel and
case service monies not available from the carrier
for di a�mosti c work up.

2. Provide fundino and office space to cover the cost of
DRS/IC office staff. This office staff will include:

1) One Supervisor "B"
2) One Counselor Aide
3) One Clerk Steno "C"
4) One Clerk Typist 11 8 11

3. Initiate referral of Virginia Workmen's Compensation
claimants to the Department through. established referral
procedure as utilized by the Department staff in the
Commission office on those applicants who are in need ·of
vocational rehabilitation services offered by the
Department.

4. Provide a timely hearing on those cases where vocational
training is the issue and the insurance carrier refused
voluntary participation.

5. Actively encouraqe claimant/client to cooperate with the
Department in develooin9 a reasonable and necessary
program when such reouest is initiated by the insurance
carrier or their representative.

6. Develop, in cooperation with the Department, reportin9
I.Ja1..k 1nuu:llun� Lu evc11 ua t.e the 1mpact o, th1 s prooram
in increasinq the effectiveness of the vocational reha
bilitation of disabled individuals as covered under the
Virginia Workmen's Compensation Act.
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V. PROGRAM GOALS

The objectives of this joint effort are to: 

A. Improve the system of reoorting back to the Commission on
data needed to evaluate the impact of Department services
on Commission claimants.

B. Increase employer/insurance carrier awareness of Department
services through periodic mailings, publishment of articles
in various internal publications, and throu9h �eetings with
local ORS staff. DRS will also contact insurance carriers
and reauest staff training when available.

C. Provide post employment services to eli9ible clients who
are experiencin9 vocational problems caused by their
occupational injury. This will be an on9oing service for 
which an automatic monitoring system will be developed. 

D. During Fiscal Year it is anticipated that time delay
from referral to closure ineli9ible Status OR will be
reduced overall below the Department's statewi�e avera9e.

E. During Fiscal Year it is anticipated that the total 
number of months from referral to inelioible Status 28 
and 30 will be reduced overall below the Department's 
averaqe. 

F. During Fiscal Year it is anticipated that the total
number of months from referral to closure employed (Status
26) will be reduced overall below the Department's avera9e.

G. During Fiscal Year it is anticipated the five (5)
caseloads will successfully close in employment 150 cases.
Of these projected 150 cases successfully emoloyed, at
least forty (40)will be severely disabled.

H. Durin9 Fiscal Year it is anticipated that similar
benefits received on cases from Industrial Commission and
other sources will amount to $250,000.00.

I. During Fiscal Year it is anticipated that the
caseloads not serving 100% Industrial Commission cases
will successfully close in employment 75 cases. Of the
projected 75 cases successfully employed, at least twenty
(20) will be severely disabled.

VI. EVALUATION COMPONENT:

Responsibility for evaluation will rest with the Commission 
chairman and tho DP.S pro�ram cuporvicor. Tho plan for 
evaluation of the program will include: 

A • .  Establishment of aqreed upon data between Department and 
Commission to evaluate the impact of Department Services 
to Commission clients at least quarterly with an overall 
annual evalur1tion.
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B. Quarterly and annual·review of pro9ress toward goal of
decreasing number of months from referral to ineligible
Status 08, 28 and 30 by

C. Quarterly and annual review of proqress toward goal of
decreasinq nu�ber of �onths from referral to closure
Status 26 employed by

D. Quarterly and annual review of progress toward goal of
closing 150 cases in employment on and 

for the five (5) full service caseloads. 

E. Quarterly and annual review of progress toward goal of
securing similar benefits in the amount of $250,000.00
by

F. Quarterly and annual review of progress toward goal of
closing 75 cases in employment on and 

for non-full service Industri a 1 Cammi ssion 
caseloads. 

VII. ADMINISTRATION:

VIII. FACILITIES:

This agreement covers the areas of duties and responsibilities 
of thf Commission and the Department in the continuing develop
ment of the program. This agreement shall be evaluated annually 
in September and revised when necessary to �eet chanaina neecs. 
Actual administration of the program rests solely with the 
Department of Rehabilitative Services. 

The Annual Budget (attached) will be broken down into an 
expenditure report on a monthly bases and presented to the 
Commissioner of the Viroinia Industrial Commission and the 
Program Supervisor of the Department of Rehabilitative Servic�s/ 
Industrial Commission Office. This•report will be forwarded 
from the Data Processing Section of the Department. Attached, 
also, will be documentation of the cost sharina funds orovided 
by the Commission for salaries for fourteen (14) Department 
Staff wholly or partially funded by the Commission. 

Appropriate records will be available to desionated DRS staff, 
Industrial Commission, insurance carriers and-employers when it 
does not violate the confidential nature of the record and the 
proper release has been signed by the client. 

The Pro9ram Supervisor of the Department will keep appropriate 
records and submit such reports as may be determined necessary 
to the Commission and the administrative head of the Department. 

The Commission shall provide and maintain suitable quarters for 
Department/Industrial Commission Office staff for the op�ration 



IX. STAFFING:

X. BUDGET:

of the program including heat, lights and janitorial services at 
no cost to the Department. Other costs of the program including 
necessary office equipment, supplies and phone service shall be 
provided by the Department. The Department will provide suitable 
housing, office equipment; supplies and phone service to the five 
(5) full service Industrial Commission Counselors and five (5)
supportive staff out of their local office "Operatin9 Expense
Bud9et".

A. The Department shall assign the following staff to the
program:

Title 

Program Supervisor 11 8 11

Counselor Aide "B"

Clerk Steno "C" 
Clerk Typist "B"

5 Counselors "C" 
5 Clerk Stenos "C" 

Percentaqe of Time 
Assianed to Proaram 

100% 
100% 
100% 
100% 
100% 
100% 

B. The Department's local supervisors wi11 provide the day
to day supervison for the five (5) field service counselors
and supportive staff.

The Commission shall expend identifiable funds in the operation 
of the program in an amount to be determined by the Commission 
and the Department. The Department will make an annual commitment 
for financin9 its part of the program to ensure continuity of 
the Operation. 

The Rehabilitative Services/Industrial Commission program bud9et 
is esti�ated to be the followin9. 

Virpinia 

Title 

Propram Supervisor 
Counselor Aide 11 8 11

Cl erk Steno "C" 
Clerk Typist 11 8 11

. 5 Counse 1 ors "C" 
5 Clerk Stenos 

Salaries 

Fringe Benefits

Travel 

"C"

Industrial 
Estimated 

"B" 

$149,006 
20,860 
10,000 

Commission 

Cost 

$17,150.- $17,900 
8,784 9,168 
8,400 - 8,784 
7,032 - 7,344 

13,128 - 13,728 
8,400 - 8,784 

Estimated Tota1: $179.866 
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XI. IMPLEMENTATION AND AMENDMENTS:

This Agreement sha11 remain in effect from 
through and sha11 be renewed prior to that 
date if the program is to continue. The parties to the Agree
ment may continue, amend or terminate the Agreement, with cause, 
by written notice of at least 30 days. 

(Signature lines to be added on final copy) 
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Section VI-B 

Subcommlttee Assignments 

Rate Regulato_!Y. Procedures Sub_�ommi�tee 

The Sub-Conunittee on Rate Regulatory Procedures should examine aJ.l 
aspects of the rate.making procedure including the processing of basic 
data through the development of the rate levels and individunl classifi
cation rates, Such examination should include the present methodology of 
ratemaking as well as consideration of alternative ratemaking procedures 
and/or pricing methods, such as competitive pricing,and development of 
pure premiums r�tes, etc •• The examination should include, but not be 
limited to the following specific areas: 

Loss Trending and Development 

Evaluation of Costs of Law Benefit Changes 

Expense Loadings 

Minimum Premiums, Loss and Expense Constants 

Occupational Disease Rates and Loadings 

Experience Rating Plan, Retrospective Rating Plans, 
Premium Discounts 

Pricing of Assigned Risk Insurance 

Pricing of Maritime Coverage (Jones Act) including 
jurisdiction, rates and coverages 

Pricing of Deductible Insurance 

Retroactive Rate Adjustments 

Manual Rules, Classification Procedures, Low Credibility 
Classifications 

Rating Bureau - Audit Procedures 
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Section VI-B 

WORKERS' COMPENSATION STUDY 

RATE REGULATORY PROCEDURES SUBCO}�IITTEE 

I. Report

II. Appendix

III. List of Subcommittee Members
(See Appendix C to the full report) 
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Section VI-B 

REPORT OF RATE REGULATORY PROCEDURES SUBCOMMITTEE 

This Subconunittee set itself the task of examining Rate Regulatory Pro-
cedures in three broad categories, as follows: 

A. Rate Making

B. Rating Plans

C. New Approaches

Approximately twelve (12) meetings of the Subconunittee as a whole, or 
parts of it (Task Forces) assigned certain areas of study, were held during the 
summer months. In addition, a great deal of individual research and study has 
gone into this work. Reports and final action by the Subcommittee are attached. 

A. Rate Making

The Task Force assigned this area has examined the following subjects: 

1. Loss Trending

2. Loss Development Factors

3. Evaluation of Law Benefit Changes

4. Expense loadings and Premium Discounts·

5. Occupational Disease Rates and Loadings

6. Low Credibility Classifications

7. Territorial Ratemaking

8. Medical Fee Schedules

A copy of this report is attached (Appendix A). 
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B. Rating Plans - Report and Conclusions

The Task Force assigned to study ratiLig plans has examined the follow
ing subjects: 

1. Experience Modification

2. Retrospective Ra'ting Plans

3. Retention Plans

4. Participating Plans

5. Loss and Expc11se Constants and Minimum Premiums

6. Payroll Limitations

See Apperidix B, attached, for detailed report and conclusions of this 
Task Force. 

C. New Approaches - Report and Conclusions

The following subjects were examjned by the New Approaches Task Force: 

1. Assigned Risk Pricing

2. Competitive Rating

3. Schedule Rating

4. Deductibles

See Appendi.x C, attached, for report and conclusions reached by this 
Task Force. 

i>VERALL CONCI.U S lON S:

While refinements in the Rate Regulatory Procedures are suggested and may 
serve to make Ll1c syst0m more equitable and responsive to all classes of 
employcn�, th(>. Subcommi ttec wns not ..1blc to point to modificatlons which it 
believed would m.:iterialJ.y change the present unsatisfactory results. The 
pricing system is in the process of responding to inflationary pressures. 
Better communi.c.'.ltion between employc•rs, insurers, agents and physicians is a 
hopciful arc'.a ,m<l suggestions are made for education to obtain better understand
ing of just what is at stake for ench party to the Workers' Compensation Contract. 

BMH:dvz 
Enclosures 

Rcspectfull.y submitted, 

°7)1 . :·;-/,...,J.,#'./(�,,. ... 
,' 

Bernard M. Hulchc�r - Chairmnn 
Rate Rcguln tory Proccd u r.cis Subconuni t tee 
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APPENDIX 

A. Rate Making Task Force Report

B. Rating Plans Task Force Report and Conclusions

Section VI-B 

C. New Approaches Task Force Conclusions, Recommendations and Memonrnda

1. Deductible Workers' Compensation Insurance - Pros and Cons

2. Workers Compensation Schedule Rating

3. Memorandum - Workers' Compensation Assigned Risk Plans

4. Schedule of Assigned Risk Surcharges and Producer Fees - by State
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PHILIP 0. PRESLEY, F.C.A.S., M.A.A.A. 

ACTUARIAL CONSULTANT 

6·14 PENDLETON LANE 

LONDONDERRY, NEW HAMPSHIRE 03053 

[603) 432·3�76 

Mr. James W. Ne\..'!nan 
Commissioner of Insurance 
Virginia Bureau of Insurance 
Box 1.1 S 7 
Richmond, Virginia 23209 

December 6, 1979 

APPENDIX A 

Re: Workrnens Com?ensation Study Com�ittee 
Ratemakina Subcommittee 

Dear Mr. Newman: 

This is the final report o� the Ratemaking subco��
ittee of the Rate Regulatory Procedures Committee of the 
recent Workmens Compensation Insurance Study Group. This 
subcommittee was assigned the task of reviewing the rate
making procedures used for this coverage to determine 
what impact, if any, these might have on the recent prob
lems in this coverage in Virginia. 

Before dealing with specific details, it was thought 
that a brief description of workmens compensation rate
making procedures would be in order. These have evolved 
into a rather complicated technical system that might 
well confuse those who have not had the opportunity to 
study it closely. The broad principles involved, however, 
are reasonably straight-forward. 

The basic objective is to develop rates that are 
adequate to cover costs when the new rates would be used, 
and to provide a reasonable, but not excessive, profit 
to insurers. The first step in accomplishing this is to 
calculate how much of a change in total premiums is necessary. 
The second is to determine how these changes should be 
spread among the v�rious cateqories of e�olovers. 
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The first step is acco�plisheJ by �r.alyzing recent 
experience. This is taken �s bejng the best guide to 
what might happen in the imrr;ediate f'..lture. 

Two sources of data are used, and are given equal 
weight in the co�putations. �he first is policy year 
data. This is comprised of the premi�m and loss experience 
under all policies that �ent into effect during the named 
year. For example, in the most recent Virginia rate case 
policy year 1977 was used. 

The second is calendar year data. This is a £'..l��ary 
of all transactions that occurred during a given twelve 
month period. Calendar year 1978 experience was �sed in 
the Virginia rate case earlier this year. 

Certain adjustments to this data must be made to 
determine the necessary rate change. First of all, the 
experience premiums represent whatever rates were in 
effect when the policies were issued. These �ust be 
adjusted to the level of raLes currently being used: 
the raternaker is trying to determine how much those rates 
must be changed. 

Secondly, the losses must be adjusted to �hat they 
will likely be when the new rates will be in effect. This 
involves several steps. 

One recegnizes the fact that the final costs of recent 
claims may not be known for so�e time. While clai�s 
adjusters make the best estimates they can based on the 
facts available, medical conditions and the extent of 
disability can change over tiwe. Moreover, ins'..lrers may 
not be aware of some claims until months after the injury. 
The effect of such changes is reflected through the 2??li
cation of "loss development fc:.ctors," which are :.:,c.:sed on 
how the level of losses from previous years changed over 
time. 

Secondly, the benefits that must be paid, as for 
example the maximum weekly inde:nnity b·2nefit, chan:Je 
periodically. The past losses must therefore be adjust�d 
to- the level of benefj ts that will have to be pwid in the 
future. This is accomplished by the application of "law 
amendment factors." 

Finally, 
than static. 

the claims environment is dynamic rQthcr 
There will be, ovE'r time, ch.:inges in clair:1s 
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consciousness; medical advances will affect lengchs of 
disability, as well as claims costs; new kinds of claims 
may be deemed compensable. Such changes are reflecced 
by th� application of a "trend factor." 

If the anticipated lesses after these adjustments, 
plus t.be est ir.1ated i:1s�1rcr overhead costs such as gene:ral 
adiT,inistration, com::iission.s and taxes, exceec� tile: pre::iiu;:;::; 
that wouldbe collected using today's rates, a rate incre&se 
is indicated. If they are ldwer, an overall r�te decre�se 
is in order. 

The second level of the raternaking process, as was 
mentioned above, is the deter�ination of how the proposed 
overall ch&nge should be distributed among the various 
occupational categories. Certain classes may require 
a greater than average change, others less. This is accom
plished by looking at what the experience of each class
ification has been over a recent three year period. 

Generally speaking, if the claims experience of a 
given classification has been more favorable than what 
was previously estimated, the change in its rates will 
riot be as much as the overall qverage and might actually 
decrease even though a gener�l rate increase was being 
requested. If that experie�ce were worse, a greater 
than av�rage change will be proposed. In order to avoid 
abnormally large swings in rates for individual classi
fications all requested changes are essentially limited 
to twenty-five percent above or below the overall average 
change. 

With rates being proposed for approxi�ately 600 
individual classifications, it is clear that the Virginia 
exp2rience available for some (actually most) will not be 
extensive enough to permit co�plete reliance on the exper
ience indications. This is what actuaries call a low 
credibility problem. 

In such instances the actual recent exoerience is 
combined with that underlying the current r�te as well as 
cert�in national data. The latter has been adjusted to 
reflect the general level of costs in Virginia. It is 
important to recognize that this national data does not 
affect the aggregate level of premiums to be collected: 
that is based solely on Virginia results. 
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As a final step expenses are added and the resultin� 
rates are adjusted so that they produce the overall change 
being proposed. This last is accom?lished by applying 
what is called a "test correction factor." 

This ratemaking process and the resulting rates 
are subject to close scrutiny by both the State Corpor��ion 
Comffiission and affected employ�rs. In several instances 
in the past these latter groups have retained their own 
actuaries to review the proc�ss. Where appropriate, the 
rate requests have been modified. 

The subcommittee after its review found no major 
problems that could not be addressed and solved un�er 
current procedures. It could consider a number of 
points, however. The more significant are as follows: 

1. Loss trending. The indic&ted trend !actors used
in Virginia are the highest, or among the highest,
in the nation. While existing data clearly
shows that such trends are warrented, there is
currently little information as to what is causing
them. These trends are the primary cause of the
large rate increases in Virginia in recent years.
The detailed claim data study being directed by
another t�sk force will helpfully shed so�e
light on this question. In addition, the EureaJ
of Insurance is conducting studies of its own.
The subcommittee encourages such efforts.

2. Evaluation of law benefit chances. While the
tables used to esti::iute the effect of var io:..:.s
ch�nges in the compensation law ar� reaso�ably
current, there is a growing belief that the
continued improvement and expansion of available
benefits may cause fundamental chE:.nges in the
claims environment itself. An example might be
a tendency for an injured worr..er not �o .re�urn
to work as promptly as possible because th+:: higr:
weekly benefits cause little or no economic
incentive to do so. Such dynamic chRnges have
heretofore not been consider9a iri the ev.:iluc::tion
of the effect of legislation, possibly rnisl0aain9
legislators as to the real effect of chan9es the:·
might be considering. The sub·-cor:,'!tj ttec fc�els
that this should be subject�d to further rcvi0w,
possibly in conjunction with the d0t�iled cl2in.
study now underway.
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3. �XD".=n_�rovisjons in the rates. Expense prov
isions in the rates are currently based on national
exper iencc (exce?t in cases such as premi u:r. taxes
where specific Virginia needs can be determined).
They are distributed to each classific3tion rate
in direct proportion to anticipated loss costs.
The former proble�, the use of national experience,
has been, a:-1d will be, aadre��sed in rate hearings,
and adjustniPnts h,.J.V e been made where felt ai)i)[op
riate. The latter r�sults in a situation where
if a particular class' rate is twice tha� of ano
ther, it will contribute rou�hly t�ice as many
expense dollars. The subcomrnitte felt that
this could result in inequities and reco;:-;:-.-1ends
that this question should be examined rnore closely.
Cornplic�ting this picture somewhat is the fact
that ins�rers are currently proposing changes in the
way expenses are collected from insureds. This is
under study by the State Corporation Corn�ission
and no final resolution has been made. It is
therefore felt by the subcommittee that it would
be premature to con�ent in this area.

4. Occupa.!_�o�al diseose rates. The rates for certain
classifications contain a flat amount to cover
possible extraordinary or catastrophic occupational
disease losses (more of less "ordinary" disease
claims are reflected in the basic rate itself).
These flat amounts were selected on a judg�ent
basis many years ago, and have not been, to the
knowledge of the subcommittee, adjusted to reflect
actual experience. Secondly, new compensable
diseases have emerged over the years, but corres
ponding flat loadings have not been established.
This was considered in the most recent Virginia
rate case, and, in line with the subco�mittee's
feeling, were eliminated until such time that
experience support can be provided.

5. Territorial ratemDkinn. It has been suqaested
from time to time tnat-the State might be divided
into two or more geographic territories which
would reflect differences in wage levels and the
costs of medical care in such regions. After
reviewing the practical administrative and
technical difficulties this would create, the
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subcommittee felt that no chaDge from the current 
use of a single set of statewide rates should be
made. It was noted that the experience rating 
plan, and the optional retrospective rating plan, 
would inhcrentlr reflect such underlying cost 
differences, eliminating at least some of the 
potential inequities. 

Other aspects of the ra�ernaking process were consid
ered. Some, such as the effect of :11edical fee scr.ec.3'...lles, 
were felt to be more properly within the domain of o�hcr
subcom�ittees. The same was felt true for experience 
rating, retrospective rating and dividend plans which are 
used to modify a particular insured's premiums in line 
with its actual loss expereince. 0Thers were felt to be
largely technical in nature, and are already under 
scrutiny in the course of rate review cases. 

.. ---·---, / S\I)cereJ_.�
.ou rs,

u.Z"A . .Ph1l1p o. Presley, Ch�1rman 
Ratemaking Subcommittee 

cc: M-r. GarLrnc Hazelwood....--
Mr. Roy Kallop 
Mr. F. H. Codding 
Mr. Jeff Wells 
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Section VI-B Appendix B 

REPORT TO: 

Rate Regulatory Procedures Sub-Committee 

FROM: 

Rating Plans Task Force 

PURPOSE: 

I. To examine the various Worker's Compensation Rating Plans now

available to the Insurance Buying Public and provide for education

and analysis purposes, an explanation of such plans.

II. To make recommendations to the Sub-Committee for appropriate action.

PRICING SYSTEM: 

The pricing of Worker' Compensation Insurance for an individual 

employer is based primarily upon the type of operations in which 

that employer is engaged and the hazards associated therewith to 

which the employees are exposed. 

The type of employer operations are described through a system 

of classification representing over 600 different categories of 

industry. Each classification bears an identifiable code number 

in rates per $100 of payroll. The basis of exposure to hazard 

is reflected and measured by the payroll expended by the employer. 

The basic premium or costs of an employers' Worker's Compensation 

insurance is computed by the application of the payroll expended to 

the rate for the classification which describes the business of the 

employer. While this premium represents the basic cost of the 

employers' Workers' Compensation insurance, further adjustments 

may be made through the application of various individual risk 

rating plans, such as experience rating, retrospective rating and 

participating plans, which are designed to recognize the variation 

in hazards of operations among employers engaged in the same business 

described by the same classification. 
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I. EXPERIENCE MODIFICATION

Section VI-B Appendix B 

As the name implies, experience rating is a rating plan which 

uses the "experience" of an insured as the basis for rating. Exper

ience rating is intended to determine whether a specific insured 

presents a hazard for future insurance which is better or worse 

than the hazard of the average insured in the classification to 

which the risk has been assigned. Experience rating, by measuri�g 

and evaluating the experience of the insured, provides an incentive 

to the employer to be safety conscious and therefore, control 

accidents of his employees. The effect of a favorable loss record 

is reflected in the experience modification applicable to the 

premium. The favorable loss record will .produce a credit experience 

modification and a savings in premium to the employer. A poor loss 

record will result in a debit experience modification, or an additional 

premium to the employer. 

II. RETROSPECTIVE PLANS

Retrospective rating plans are available through some Insurance 

carriers as an additional incentive plan for employers to reduce 

their insurance costs through improved loss experience. There 

are several plans available for insureds based on .standard compen

sation premiums varying with the size and type of insured. The 

basic retrospective rating plan operates -on a "cost plus" basis 

between predetermined minimum and maximum premiums. If loss 

experience improves, the employer will have reduced his insurance 

costs. With poor experience, the employer will suffer an additional 

cost or penalty premium. (Reference: Retrospective Rating, John R. 

Stafford, J & M Publications, Palatine, Illinois, and pamphlet 

attached). 
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III. RETENTION PLANS

section VI-B Appendix B 

Retention programs are similar to retrospective rating plans 

but usually no penalty premium is involved. Premium discount 

applied iuunediately vs. Retrospective which discount is in the 

retrospective factors afterward. 

IV. PARTICIPATING PLANS

Participating plans are rating plans that also place an 

incentive on the employer to reduce losses with the possibility 

of a return premium in the form of a dividend. Dividends are 

usually payable from companies' surplus at the direction of the 

Board of Directors of the Company. These plans may be on a fixed 

percentage dividend basis or may be on a variable percentage 

dividend basis based on loss experience. Normally, the dividend 

is calculated and paid at the conclusion-of the policy period. 

This would be more attractive for the smaller risk. 

V. LOSS & EXPENSE CONSTANTS & MINil1UM PREMIUMS

Loss and Expense Constants are predetermined amounts that 

are added to compensation premiums below $500.to offset increased 

acquisition costs and higher loss ratios of smaller insureds. 

Minimum premiums are the lowest amount for which a policy may 

be issued. Currently under study is a new expense program which 

would apply to all insureds regardless of size. 

VI. PAYROLL LIMITATIONS

Payroll Limitation Rules have recently been revised in most 

states. For most classifications all payroll excluding overtime, 

is included to determine policy premium. 
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CONCLUSION 

I. 

Section VI-B Appendix B 

IL 

Changes in the existing rating system will not reduce premium 

costs regardless of the pricing approach. The burden rests primarily 

with the employer and his ability to control compensable accidents 

and their attendant costs. 

EDUCATION 

It is this committee's recommendation that the Bureau Staff be 

assigned the task of preparing and executing an educational program 

for the enlightenment of industry groups, business organizations and 

regulatory authorities as to the general subject of Worker's 

Compensation. 

This can be accomplished through a speaker's Bureau, made up 

of qualified individuals from the insurance industry, self insureds 

and the State Insurance Department. Their activities could be 

coordinated through the Bureau. 
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RATE REGULATORY PROCEDURES SUBCXWM I TTEE 

NEW APPROACHES su�co�4MI TTEE Tl\S!-' FORCE 

APPENDIX C 

Balow are the recommendations of the Task Force on new aoproaches 

as agreed in the r.eneral r:ie�tin9 of the Pate P.equlatory Procedures Sub

committee held Auaust I, 197�: 

I. Assit"fned Risls__F:risJ�q_

We fco! tr,ere should be a rricinc"' differential between the
voluntary and residual markRts to insure that we don't pet
an increased inward flow of risk into t�e residual market.
The removal of the surcharge would el if'1inate this differential
and most likely result in r.n incr�aserl oopulation in the
_assigned risk plan of Virginia which to date has not been
a problem for the state.

Efforts should be continued to seek a rrore eauitable rrethod
to assure that those in the assicned risk plan are de
serving of this price differential.

2 • CompE ti ti ve Rat i n c 

we did not fee I that this wou Id a I I ev i ate the prob I ern beca\!Se 
there is not enour,h premium for corr.panies to make an under
writinq rrofit now in Virginia. T�c �nderwritin� losses have 
been occurring for many years.in our state. 

3. Schedule Ratina

We do not feel that this approach wil I work in Virginia bas�rl
on the fact that it hus never worked anywhere e I se that it
has been tried. Please refer to the attached discussion of
schedule rntinn dated June 13, 1979.

4. Deductit:l0s

We do not feel that this is a oroocr approach for Workmen's
Compensation because we are concerned "1-:ith the abi I ii"v 0f
the cnplovcr to pay within thn deductible area. The emplove�
or claimant is the one that is hurt if oav�ent is not made.
I have attachcrl some of the pros and cons and we feel the cons
out wei�h the pros of this method.
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APPENDIX C-1 

DEDUCTIBLE \WRKER' S COMPENSATION INSURANCE 

Eliminating loss dollars only and not reducing expenses will not create a 
substantial savings for the public. My riroposal is that this be a medical 
only deductible in the first $100 or $200 per accident range. Legal 
requirc�cnts should be changed so that no reporting of claims is necessary 
within the deductible amounts, thereby saving expenses. A safeguard for 
employees has to be easil y  available for cor:1plaints by employees and I 
suggest that we have a notice requirement notifying employees of the deductibl� 
and the appeal route to the Industrial Commission. 

PROS 

. 1.

2. 

3. 

4. 

CONS 

Reduce cost of insurance to 1. 
employers, primarily in the 
expense area. 

Increased claim awareness 2. 
by insured - more receptive 
to safety engineering assistance. 

Frequency of loss is reduced to 3. 
the carrier, making some accounts 
from an underwriting standpoint 
appear much more inviting to a 
carrier. Technically, the 
experience modifications would not 
be affected, because the experience 
rating plan would have to be 
changed. 

This would eliminate some accounts 4. 
going completely self-insured. It 
would afford some accounts with a 
limited form of self-insurance. 
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Would require legislative changes 
in the.Virginia law, i.e. reporting 
requirements 1 obligations of 
carriers for payment to injureds. 

Loss of control of claims by 
carriers that grow larger after the 
initial payment. Most medical only 
files 3re currently closed out after 
each payment and then re-opened as mor� 
bills are submitted. 

It would be difficult to make rates. 
We would lose a lot of statistics 
within the deductible areas. 

Establishment of a fair discour,t for 
each account for deductible levels 
would be difficult. It may actually 
require an underwriter to set a 
discount by account. Perhaps there 
could be a minimum discount. This 
would assure loss-free accou�ts a 
discount which would be fair. 



PROS 

5. A deductible might make an account
acceptable to a carrier, but without
the deductible it may have to go to
the Assigned Risk Pool.

6. Insureds will watch more closely the
amount of money they pay on medicals.
i.e. is it a reasonable amount and
did the insured actually have a
Worker's Compensation claim? Currently,
carriers do not have the time to
investigate each medical only. They
merely process the pa}inent of bills
submitted.

7. Deductibles would eliminate quite a
bit of paperwork and �xpense for
companies because of the tremendous
number of these type of claims
processed.
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CONS 

S. The financial ability of an a�comn
may preclude the faithful
fulfillment of a deductible in
certain cases.

6. Increased involvement of the
Industrial Commission for abuses
by employers of the system,i.e.
not paying, or directing insureds
to doctors not of the injured's
choice.

7. If the deductible only applies to
medical only, there will be a
tendency to force indemnity payment.'
to eliminate the deductible. We
.would probably have to make the
deductible apply to the first S10!1
of medical cost regardless of
whether or not an indemnity payment
was to be made.

8. Payment problems between hospitals,
doctors, patients and employers.
Health facilities may have problems
knowing where to go to collect thci;·
fees.

9. In case the insured and the compan:·
have to pay on the same injury, ho· .. :
would this be handled, i.e.
reimbursement, or would we tel 1 tlie
doctor that the insured o\\·ed him th
first $100?



SCHEDULE RATING 

8 C} 

APPENDIX C-2 

A Report Prepared By 
The Worker's Compensation 
Rate Rcr,ulatory Procedure� 
Sub-Committee 
June 13, 1979 



Schedule Kating is a premium modification technique that would allow further upward or 

downward adjustment to rates promulgated by the Compensation Bureau. The purpose of 

Justinr. rates in this mann�r is to reflect such characteristics of a risk as are not 

re1,ccted in its experience. This technique has worked extremely well in Virginia 

( since the advent of open competition) on various lines of commercial insurance other 

than Compensation. 

RANGE OF MODIFICATIO�S 

A. Premises - Conditions, care ..•...•••••.••••.•

B. Classifjcation peculiarities .•. : ..•........•. 

C. Medical Facilities .•..••••.••••••••••••••••..

D. Safety Devices ..•..••.••.•••• , •.••••.••••.•••

E. Employees - selection, training, supervision .

F. Management:

1. Cooperation with insurance carrier

2. Safety Organization ••••.•••••••.••••• �·.

MAXIMUM ALLOWABLE MODIFICATION 

Credit 

10% 

10 

s 

s 

10 

s 

s 

25 

to 

to 

to 

to 

to 

to 

to 

to 

Debit 

10% 

10 

s 

s 

10 

s 

s 

25 

This modification technique is commonly used on many lines of insurance, but has had 

extremely limited application on Worker's Compensation. It is available in one form or 

another only in California, Illinois, Indiana and Rhode Island. · 

In r,eneral, the entire rating structure for Worker's Compensation insurance, including 

Experience Rating, is actuarially more sound than the rating processes which apply to 

any other Casualty-Property line. With few exceptions, both intrastate and interstate 

Experience Rating Plans arc based on proper principles and should generate an adequate 

premium level. 

'"--pc1·icnce Rating for Compensation is generally mandatory for those accounts that qualif y, 
""-� . , . 

b�. the modification itself is not modified to reflect underwriting judgement. 

In the states where some form o_f optional rating plan is available, Compensation results 

have consistently hr.en less satisfactory than the states with mandat�ry plans.
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Underwriters are generally cautioned to use flexible rating judiciously; aggregate 

premiums are to be adequate for the book of business as a whole. 

The following is a brief summary of the various modification plans in the four states 

where it is allowed: 

l. California Surcharge Plan: The Worker's Compensation rating requirements are

unusual in that published manual rates are considered minimal in nature. Sur

charges may be applied to the published manual rates provided they arc not

unfairly discriminatory. Risk surcharges have run from 10% to 100% higher than

the manual rate under certain circumstances. �:hen a risk is surcharged, the rat c·

becomes known as II company rate " or II modified rate 11 

to surcharge a.11 rates on a given policy.

It is not necessary

2. I]ljnois Experience and Schedule Rating: Compensation rates in this state arc

subject to an Experience Rating formula that is not as precise as the normal

formula applicable to most other states. It does not recognize the impact of

loss severity as closely as the normal formula, although it docs recognize loss

frequency. The Illinois plan allows rates for a particular risk to be modified

by a percentage of the manual rates to reflect II underwriting practice and

judgement 11
• When applied, this percentage shall be 5%, 10%, 15%, 20% or 25%

credit or debit. This plan is being phased out.

3. Indiana Indivi<!_ual Risk Deviation Program: For an account with a significant

Indiana exposure, you can use intra, rather than interstate loss experience

as the sole basis of the modification which applies in Indiana. This option

can be helpful to or detrimental to an insured, depending on whether his Indiana

loss experience was more or less favorable than his multi-state loss results.

4. Rhode Island Schedule.Rating: This particular state had its own Compensation

Bureau until Ma"!'ch of 1977, at which time the Nationnl Council on Compensation

Insurance becam,� licensed as the rating burc:iu for Rhode Island. Schedule

ratinr, ha<l been allowed for a number of years. but by collective agreement,
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this option is being phased out, by reducing either the 25% debit or 

25% credit allowance by one half) .to 12.5% by April 1, 1979. On the 

following renewal of the same risk, schedule rating will no longer be 

allowed. 

There are only two basic circumstances under which the Schedule Rating approach 

might be justified: 

a) as just cited, to more accurately measure a risk's peculiarities, or

b) to stimulate competition for Compensation business, and at the same time

allow premiums to seek their o�� level.

While there are certain advantages to being able to exercise a further degree of 

judgement on the part of a trained underwriter by use of Schedule Rating Credits, 

there are a number of drawbacks. The most important drawback is that Worker's 

Corupensation in Virginia has not produced a profit for the insurance industry in 

the last five years. According to the National Council's most recent figures, 

results are: 

Calendar Year 

1974 

1975 

1976 

1977 

1978 

Amount by Which Benefits Exceeded 
Premium Allocated To Pay Benefits 

$ 3,957,392 

12,586,796 

24,073,667 

27,909,861 

21,899,916 

$90,427,632 

Therefore, it is difficult to rationalize the us� schedule crediting techniques 

in mass fashion, when the loss results are cxtr<'i:·.cly large. By the same token, use 

of schedule debits are met with overwhelming �issatisfaction on the part of nrcnts 

and insureds as being discriminatory. Use of Schedule Rating in only limited 

fashion produces no measurable end result, and only serves to interrupt an otherwise 

orderly proc�durc. 
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It is worth mentioning that other lines of in�urancc readily lend themselves to 

Schedule Rating techniques because, unlike Worker's Compensation, the coverages 

and beuefits are not legislatively mandated. 

SUMMARY 

In the context of what the Virginia Legislature is seeking, which is to search 

for ways to keep the costs of Worker's Compensation Insurance from rising 

dramatically, Schedule Rating would not be very appealing, were credits only 

to be applied to a published rate. The study done by the California Compensation 

Bureau on Assembly Bill 545, a bill that would repeal that state's minimum rate 

law andreplace it with open competition states in part that open competition could 

cause an impainnent of services provided by the insurance industry, to the detriment 

of the worker. 

A copy of Section VII, Social Implications of an Open Pricing System, is attached 

for review. 

Schedule Rating and other premium modification techniques beyond the historically

established guidelines might be more popularly used were it not for the continuing 

up\·:ard spiral of loss costs. It is difficult to think in tenns of premium reduction 

when the industry is hard pressed to break even on this line of insurance, 1n astate 

where rate levels are generally considered adequ�te. The limited application of specia1 

rating plans to just four states appears to be an indication of general reluctance 

to tamper with what has been a satisfactory rating mechanism for many years in most 

jurisdictions. 

According to the National Council on Compensation Insurance, Virginia Indemnity 

claim costs per case for the five year perjod previously cited have risen by more 

than 2S% per year. Medical clnirn costs per case for these periods h3VC risen by 

approximately 17% per year. 
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Section VI-B Appendix C-3 

MEMORANDUM 

WORKMEN'S COMPENSATION ASSIGNED RISK PLANS 

The workmen's compensation assigned risk plans were originally 

formulated in the 1930's. They were developed as a means of providing 

coverage for employers who where unable to secure such coverage through the 

normal channels. Because of the compulsory features of this line of insur

ance, it was absolutely necessary that some mechanism be available whereby 

all employers in good faith entitled to insurance would be able to obtain 

coverage. ·To solve this problem, the insurance carriers adopted the so-called 

"voluntary" plans whereby all carriers licensed to write workmen's compensation 

insurance in a particular state voluntarily agreed to accept assignments on 

eligible risks. The assignments were to be distributed in accordance with the 

carrier's proportionate share of the total premium writings within the state. 

Today, in most jurisdictions, the workmen's compensation assigned risk plans 

continue to function on this voluntary basis. 

Originally the assigned risk plans did not provide for the payment 

of any commission or service fee to.the producer on the risk. Assigned 

risks as a group presented a problem of developing sufficient premium to pay 

for the losses and expenses they could be expected to generate. Obviously, 

there was a reluctance to pay commissions on business the carrier did not 

want and would not accept if offered directly through its own representa

tives. 

It is necessary to discourage the use of the assigned risk plan 

as an easy means of placing workmen's compensation insurance and if com

missions were to be paid on this business, it was feared that risks for 

which insurance could be obtained through greater effort on the part of the 

agent would be submitted for assignment. 
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Despite the foregoing, the insurance industry, starting shortly 

before World War II, was faced with a request in various jurisdictions for 

the payment of commissions on assigned risks to compensate the agent for 

services being provided to these risks having difficulty securing insurance. 

In meeting this request, the industry offered the 8% surcharge program, 

or the commission plan. Under this arrangement, 5% of the total premium 

goes for the commission to a producer designated by the insured. 2% of the 

total premium is charged for the field supervision costs of the insurer to 

whom the risk has been assigned, or of its general agent if the insurer 

operates through such an agency. 

The reason that a surcharge of 8% rathe� than the 7% is needed is 

that the 5% and the 2% costs are percentages of the total premium charged 

and collected from the insured. Thus, these percentages, when related to 

premium prior to the surcharge, are somewhat greater than 5% and 2%. Fur

thermore, an additional premium tax is required on the increment over the 

original premium. 

No particular comment is required on the 5% allowance to the pro

ducer designated by the insured. It is believed, however, that a few words 

on the basis of a field supervision allowance of 2% would be helpful. This 

allowance will be used in one of two ways. If a general agent is in the 

picture, it is available as an allowance to such agent for handling the 

assigned risk. Otherwise, the allowance will go to defray the field 

supervision expense directly incurred by the insurance company where a 

general agent is not involved. In this connection, it is important to 

note that only in rare instances is the producer designated by the 

insured an agent of the insurance company receiving the assignment. 
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Therefore, additional accounts relating to transactions wfth such pro

ducers must be created and maintained by the company. As a matter of 

fact, in the case of direct writers, a system of handling agents' accounts 

must be newly established. 

Again, although there are no expense statistics available for 

assigned risks, there is strong reason to believe that the expenses associ

ated with assigned risk business are considerably higher than those appli

cable to normal risks. 

In many cases risks are assigned because their physical facili

ties do not include adequate loss preventive devices and controls. In order 

to make its underwriting commitment more palatable the carrier assigned one 

of these risks will have to scrutinize the operations more closely and incur 

higher than average safety engineering expen.ses in order to bring the risk 

up to standard requirements. As to the reasonableness of the 8% surcharge, 

a few facts and figures relating to the loss and expense potential of these 

risks might be appropriate. 

The attitude of the management of the risk toward safety is equally 

as important as the actual physical devices it has installed. In many cases a 

risk is assigned because of laxity or lack of information on the part of man

agement with respect to safety. The carrier on the risk will find it necessary 

to educate the management as to the importance of loss prevention in cutting 

down workmen's compensation costs. 

Sometimes a risk is assigned because of the remote location of 

its operations. The remoteness of the location will cause additional 

expenses for the carrier servicing the risk. 
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Even if the risk is located in an area of the state normally 

serviced by some carriers, the carrier actually assigned the risk may nut 

operate in this territory. This will require the carrier to incur addi

tional expenses in setting up inspection, audit and field supervision 

facilities for this territory. 

In underwriting voluntary workmen's compensation business, it is 

not unusual for one carrier to cover additional lines of insurance on an 

individual risk. This can result in savings in the inspection, audit and 

perhaps other expenses. In most cases, these savings would not be .avail

able if the risk were assigned because it would only be coincidental that 

the carrier assigned the workmen's compensation business would be the.same 

carrier covering the lines voluntarily written. 

The administration of the Assigned Risk Plan itself involves extra 

clerical expense on the part of the carrier. The Plan requires the processing 

of various papers such as applications and cancelation notices among the carrier, 

the risk and the administrative office. 

The reasonableness of the 8% surcharge also receives convincing support 

from the adverse loss experience this class of business can be expected to produce. 

While it is a reasonable charge for this class of business, the 8% 

additional premium also performs the very important function of a deterrent to 

an undue expansion of the assigned risk plan. Although the assigned risk plan 

is a necessary part of the workmen's compensation insurance system, it is at the 

same time an exception to the free competitive market. For this reason, the 

insurance industry has always considered it of utmost importance to maintain 

the volume of assigned risk business at as low a level as possible. The payment 
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of commission on assigned risks tends to reduce the incentive to place the 

risk in the voluntary market. On the other hand, the surcharge works in the 

opposite direction by creating an incentive on the part of the insured to 

obtain voluntary insurance. The 8% surcharge program is a significant 

part of this effort to avoid an unnecessary growth of the assigned risk plan, 

There is another important value in the 8% surcharge program which 

is particularly a matter of public interest. The charging of 8% of the 

insured's premium provides an incentive to the insured to make himself a more 

desirable risk. Thus, he will be more inclined to develop effective safety 

programs which will ultimately be of benefit to his employees and the com

munity at large. 

Finally, as a matter of record, there are three states, within 

the National Council jurisdictions (Mississippi, Missouri and New Hampshire), 

which do not have a surcharge plan but do provide for a fee paid to the 

producer of record. Such is the case in Mississippi because of legal aspects. 

The Mississippi, Missouri and New Hampshire assigned risk plans provide for 

no surcharge but call for a graded scale of allowances to the producer of 

record, as follows: 

First $1,000 of standard premium 5% 

Next 4,000 11 

Next 5,000 11 

Over 10,000 11 

II 

II 

II 
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SCHEDULE OF SURCHARGE AND PRODUCER FEE 

(as of AEril 16
2 

1979)
Producers 

State Pool Plan Surcharge Fee 

Alabama (1) National Yes Graduated (B) 
Alaska Alaska No 8% 5% 

Arizona National Yes 8% 5% 
Arkansas Arkansas No 8% 5% 
California 
Colorado (3) 
Connecticut National Yes Graduated (A) 
Delaware National Yes 8% 5% 

Dist. of Col. National Yes 8% 5% 

Florida National Yes 8% 5% 

Georgia National Yes 8% 5% 

Hawaii National Yes Graduated (C) 
Idaho (4) 
Illinois (1) Illinois No Graduated (D) 
Indiana National Yes 8% 5% 

Iowa (1) National Yes 8% 5% 

Kansas National Yes Graduated (B) 
Kentucky (1) National Yes 8% 

50, 
lo 

Louisiana National Yes 8% 5% 

Maine National Yes 
Graduated (A) Mar1land (2) Yes 

Massachusetts National Yes Graduated (B) 
Michigan National Yes 8% 5% 

Minnesota Minnesota No Graduated (F) 
Mississippi National Yes Graduated (B) 
Missouri National Yes Graduated (B)

Montana (3) 
Nebraska National Yes 8% 5% 

Nevada 
New Hampshire National Yes Graduated (A) 
New Jersey National Yes Graduated (G) 
New Mexico New Mexico No 8% 5% 

New York 
North Carolina National Yes 8% 5% 

North Dakota 
Ohio 
Oklahoma (3) 
Oregon 
Pennsylvania (2)
Rhode Island Natfonal Yes Graduated (A) 
South Carolina National Yes 8% 5% 

South Dakota National Yes 8% 5% 

Tennessee (1) National Yes 8% 5% 

Texas Texas No Graduated (F) 

Utah (3) 
Vermont National Yes Graduated (A) 

Virginia (1) National Yes 8% 5% 

Wisconsin (3)
West Virginia 
Wisconsin Wisconsin No Graduated (H) 
Wyoming (3) 
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SCHEDULE OF SURCHARGE AND PRODUCERS FEE (CONT'D.) 

Notes: 

1. States where there is a separate coal m::.ne Pool.

Appendix C-4 

2. States where U. S. L. & H. and "Black Lung" coverage is provided.
In Maryland only Federal "Black Lung".

3. States where only Federal "Black Lung" coverage is provided.

4. States where only U. S. L. & H. coverage is provided.

Graded Producer Fee 

A. 8% on first $1,000, 5% on next $4,000, 3% on next $95,000 and
2% on standard premium in excess of $100,000. (Connecticut,
Mairie, New Hampshire, Rhode Island and Vermont.)

B. 7% on first $1,000, 5% on next $4,000, 3% on next $5,000 and
2% on standard premium in excess of $10,000. (Alabama,
Miss.issippi and Missouri. )

C. 5% of standard premium not to exceed $50.00. (Hawaii)

D. New Business: 8% of the final annual premium up to the first
$1,000, 2% on all premiums above $1,000 up to $10,000 final annual
premium, and 1% on premiums over $10,000.

Renewal Business: 2% on the first $10,000 final annual premium,
and 1/2% on renewal premiums in excess of $10,000. (Illinois)

F. 5% on first $1,000, 4% on next $4,0-00, 3% on next $5,000 and 2%
on standard premium in excess of $10,000. (Minnesota and Texas) 

G. 7% on first $1,000, 5% on next $4,000, 3% on next $95,000 and 2%
on standard premium in excess of $100,000. (New Jersey)

H. 3% on first $1,000, 2% on next $4,000 and 1% on premium in excess
of $5,000.
Minimum Producer Fee: $5.00
Maximum Producer Fee: $750.00 (Wisconsin)
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Subcommittee Assignments 

Standards of Service Sub-Committee 

The Standards of Service Sub-Committee should provide a clear and 
explicit outline of the standards which are to be promulgated as reflecting 
the minimum standards to which carriers must adhere. The standards should be 
quantified in such a manner as to be clearly understood. 

The Sub-Committee should undertake a detailed study of the manner in which 
Workers' Compensation claims are handled. This should include the amount of 
investigation to determine validity of claims, validity of amount of meJical 
costs, the accuracy of the employer reports, type of vocational rehabilitation 
provided when required. The study is to include the complete process from date 
of accident. to date of award which will involve a study of the employers reporting 
procedures, insurance carrier procedures, Industrial Commission procedures, etc .• 
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REPORT 

STANDARDS OF SERVICE AND GUIDELINES 

OF 

PERFORMANCE SUBCOMMITTEE 

August 23, 1979 
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LIBERTY 

MUTUAL 
Suite 211, Wythe Building, 1604 Santa Rosa Road. Box KISI, Richmond, Virginia 23288 • Tel. (804) 235-7441 

RE: STANDARDS OF SERVICE AND GUIDELINES OF PERFOID-IANCE SUBCOMMITTEE 

Mr. Chairman, the following report covers Standards and Guidelines for service 
for all insurance carriers desiring to actively solicit Workers' Compenation 
within the Commonwealth of Virginia. 

These Standards and Guidelines furnish the State Corporation Conunission and the 
Industrial Conunission additional power to supervise the activities of the private 
insurance sector as it relates to its endeavor to stemming the flow of rising 
Workers' Compensation costs. 

However, it is imperative that all parties concer11ed recognize that t�is endeavor 
is r.ruly a joint venture of customer (the buyer) and supplier (the insurance 
carrier). Services pffered to the buyer can only be effective if utilized by 
the buyer. 

The Standards and Guidelines outlined in the following sections of this report 
provide the necessary strengthening of Section 65.1-117.1, Code of Virginia, 
Workers' Compensation Act. They will assure that any carrier doing business 
in the Workers' Compensation field is fully aware of its obligations to the 
consumer. 

The same capabilities of service will apply to those firms seeking to utilize 
"self insurance" to meet the Workers' Compensation requirements of the Common
wealth of Virginia. 

Respectfully submitted, 

�: 
Attachment Chairman 

August 23, 1979 
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Section VI-C 
PREMilJN AUD IT : 

Carriers licensed in the State of Virginia must be capable of providing trained 

personnel knowledgeable in the Workers' Compensation Manual and the Virginia rules., 

regulations and exceptions. Ongoing training must be provided to enable auditors 

to counsel and advise their policyholders of current Virginia rules and regulations. 

AUDIT SERVICE: 

1. The carrier will make an annual physical audit of all policies

producing an estimated premium of $5,000 or more.

2. The carrier will make a physical audit of all policies producing

an estimated annual premium of $750 to $5,000 at least once every

three years.

3. The carrier will make an annual physical audit of 10% of those

policies under $750 of estimated annual premium.

4. The carrier shall provide on� contr�cting risks a test audit

within 120 days of inception. The auditor should be trained to such

an extent as to provide sound counseling for the correct classification

of operational codes and proper utilization of payroll limitations.

This standard is applicable only if the estimated a�nual premium of

the Workers' Compensation coverage is in excess of $10,000.

5. The carrier willprovide a physical audit on any risk if requested by

a policyholder and if based upon reasonable circumstances.

TEST AUDIT PROGRAM: 

In our previous report, a Test Audit Program was recommended for implementation 

in Virginia to insure the accuracy and reliability of the insurance carriers' 

audits. Such a program, conducted by the Virginia Compensation Rating Bureau, 

will determine whether one insured is subsidizing another and whether incorrect 

payroll or classification has been applied. 
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The Rating Bureau will make a selection of employers' policies to be test audited 

through a random selection process to ensure an objective, unbiased and statis

tical sampling of policies issued within designated parameters during a specified 

period of time. 

The employer to be audited will be given ample advance written notice of the date 

on which the test audit will be completed. The only information which the Rating 

Bureau auditor will have in his possession at the time of the audit will be a 

copy of the policy and classification inspection report. This procedure will 

assure that the test audit is completely independent and uninfluenced by the 

insuring carrier's audit. 

After completion of the test audit, a copy of the insuring carrier's audit will 

be secured and compared with the Rating Bureau's test auditor's findings. The 

Rating Bureau Staff will then evaluate both and reconcile any differences by 

notifying the carrier involved and requiring any inaccuracy be corrected. Both 

the carrier and insured will have the rights of appeal to the Rating Bureau's 

findings as provided in the Bureau Constitution. 

NOTE: Subsequent to the report presented to the Workmen's Compensation Subcom

mittee of the House Committee on Labor and Connnerce on August 23, 1979, 

the Rating Bureau has planned to conduct test audits on approximately 

200 accounts. To date (December 5, 1979), approximately 28 have been 

completed since the program was launched in August 1979. Obviously, it 

it is too early to have any meaningful findings. The program covering 

test audits on the 200 accounts should be completed by mid-summer 1980. 

When completed, a formal report of the findings will be submitted to 

the Commissioner of Insurance. 
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CLAIMS: 

1. Carriers must use qualified and-competent personnel who are knowledge

able in Workers' Compensation.

2. Carriers must accept the responsibility to educate their policyholders

regarding Workers' Compensation claims.

3. The Industrial Commission shall require each carrier to appoint a re

presentative at an officer level to be available to meet with a repre

sentative of the Industrial Commission regarding any complaints.

4. Carriers must obtain, on an annual basis, the Summary of the Workers'

Compensation Act prepared annually by the Industrial Commission and

distribute this brochure to their customers. Self Insurers must also

obtain this brochure for their own information.

In the prudent handling of claims, carriers must follow the following guidelines: 

Investigation: 

a. Interview claimant, policyholder, doctor(s) and witnesses necessary

to determine facts and obtain statements or other documentary infor

mation, as required by the nature and severity of the claim.

b. Obtain wage data to determine accurate compensation rate.

c. Investigate Social Security benefits for the possibility of an

offset against Workers' Compensation benefits.

Medical: 

a. Handle medical aspects of the claim to include and obtain

appropriate medical evidence supporting claim payment(s) and

authorizing medical treatment commensurate with injury.

b. The carrier must advise the employer of the statutory requirement

to furnish a panel of three (3) physicians from which the employee

can select the treating physician of his or her choice.

c. Provide timely rehabilitation, when appropriate.
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CLAIMS: (continued) 

Promptness of Handling: 

Section VI-C 

a. Investigation must be made promptly in order to insure timely

payment(s) or prompt denial if case is to be controverted.

b. Timely medical information should be required for screening,

evaluating and determining whether such medical care is being

fu�nished as may reasonably be required to cure or relieve from

the effects naturally resulting from the injury.

c. Carriers must maintain a procedure for prompt and timely reserving,

including changes in reserves immediately with new evidence.

All reserves must be reviewed at nu less than six months intervals.

d. Negotiate settlement of payment of all claims promptly on the

basis of good, sound claims judgement and practices.

e. Provide vigorous defense of non meritorious claims.

Subrogation: 

When appropriate such cases should be documented and pursued vigorously. 
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LOSS CONTROL: 

1. The insurance carrier must, through its qualified representative,

make available consultation on accident prevention programs,

seminars, safety literature and other aids which will contribute

to the safety of the insured's employees.

2. The insurance carrier must make available consultative services

in employee health and industrial hygiene where the hazards of

the insured's operations warrant such services.

3. The insurance carrier must maintain loss records to allow for

analysis of accident causes and assist the insured in identifying

accident trends.

4. The insured must be informed in writing by their insurance carrier,

or authorized representative, of the impact of their potential

losses on their Workers' Compensation insurance costs. The insured

shall be so informed at the inception of their Workers' Compensation

insurance with any carrier and again thus informed annually thereafter.

5. Loss data must be made available to the insured by the insurance

carrier directly or through their authorized representative when

requested by the insured. If not so requested, the insurance carrier

shall provide loss data in writing directly or through their authorized

resprsentative periodically but no less than annually provided the

insured's estimated annual Workers' Compensation insurance premium is

more than $5,000.
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Data_��tC'ms Sub-Committee 

The tasks assigned to the Data Systems Sub-Committee involve the follow
ing specific items: 

1. To find a prospective data collection syste� that will
provide information about the causes of the dramatic
increases in Workmen 1

,3 Compensation loss costs.

2. To investigate and report on tbe accuracy of st2tistics
used to support Workmen's Compensation rate adjustment.s.

3. To develop a loss data system with the Industrial
Commission to collect, compile, analyze and monitor
loss developments. The system is intended to make
available data which will be useful in evaluating causal
elements of loss costs ch&nges.

The first item has been completed ,-.'ith the development and i_;1troduc:.:ion 
of an industry data collection program effective April 1, 1979. The Sub-Committee 

is asked to provide an interim repcrt on the system at the earliest practical 
time. 

A continuing review on the accuracy of stat:i,stics u,:;ed in V\'orkers' Compen
sation rate filings should rem.:iin a function of the Sub-Comnit:tee. 

1'11e cooperation of the Sub-Commit tee in assisti11g the Industrial C0T:unission 
in developing a program of data collection and data compilation and tabulation 
is required. 
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DATA SYSTEMS SUBCONHITTEE 

The report of the Data Systems Subcommittee dated August 22, 1979, as 

furnished by Vice Chairman Bondurant follows. Also there follo�s a detailed 

report of the results of an examination of individual insured claim reports 

which were reconciled with insurance carrier and Industrial Connnission records. 

There is attached a progress report and explanatory memorandum covering 

the Call for Detailed Claim Information along with a co:py of the Call. 

A report of the efforts by the Industrial Commission of Virginia in the 

collection of statistical data was presented to the Workmen's Compensati0n 

Subcommittee of the House Corrunittee on Labor and Conunerce on August 23, 1979, 

and copy of theii report dated August 22 2 1979 is attached. Pursuant to the 

request of Dele6ate Wilson of the Legislative Subcommittee an additional 

meeting was held on November 20, 1979 and the material made available on 

that date is also attached. 
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DATA SYSTEMS SUBCO�lNITTEE 

Evaluation of Accuracy of Insurance Company Claim Reports 

With respects to Item 2, the Subcommittee on Data Systems directed that a 

study be made to evaluate the accuracy of individual risk carrier claim report

ing and statistical reporting procedures based on impartial selection of 20 to 

25 claims to determine: 

(a) Whether the amount of losses paid by the carrier is reconciled

with the loss records of the Industrial Commission.

(b) Whether the amount of reserves established for non-closed cases

is reasonable in the opinion of the Industrial Commision.

(c) Whether the classification loss coding was correct.

(d) Whether the accuracy of the unit statisti�al card when compared

with the source data, i.e., Industri.'.11 Corn;•.ission files and

insurance carrier claim files, is correct.

The selection of cases to be e�amined was made by Chief Deputy Commissioner 

James of the Industrial Commission, who requested from the carriers their claim 

files. The Rating Bureau provided copies of unit statistical reports from its 

records. 

The study group examined, in depth, 22 claim files, covering 22 compensable 

accidents involving 22 insured firms and 17 insurance carriers. Not all claims 

for these risks were studied, only one per firm as selected by the Industrial 

Commission. The insured firms had a paid annual premium of $348,828 for the 

period covered by the unit statistical reports. The losses studied involved 

either paid or reserved losses of $82,938 indemnity and $37,698 medical, for 

total losses of $120,636. 

The study revealed in each instance (except as noted below) that the amount 

paid by the insurance carrier as shown by their claim fi]e, the amount paid as 
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shown by the Industrial Commission file and the amount shown on the unit stalis

Lical report were in agreement. All loss ending proved to be accurate. Addition- · 

.::11.1.y, in those inst.:mces where there were open cases the amounts of reserve 

appeared to be reasonable. The one exception to the above involved one case 

where the insurance carrier did not report the cl.::.im on the unit statistical 

rl'port.. The loss p.:::1yment was in order but the claim did not appear on the uui t:

card. The carrier was asked to file a corrected report. 

The examination by the Chief Deputy Co.r,missioner of the Industrial Commission, 

the Assistant Commissioner of Insurance and the Rating Bureau Manager, led the 

participants to conclude that th2rc is a high degree of accuracy in the reporting 

procedures. 
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Casualty & Surety D1v1'.;1un 

�, 0 £3,Jx ?G�'.')3 
Richmond. Virg1ni:1 ?3')GO

August 22, 1979 

The Honoi·n.ble J;;t:::i'3S '.i. Newn,m, Jr. 
Co::r.missl.onf'r of J1:su.c2...."1Cr> 
State Corporc.1.ticn Ccr.;:i.isnicn 
Bu:r.cau of Insuran�c 
Dox ll57 
Richmond, VA 23209 

Dear COI!'-'TI.ission.cr lfowman, 

I homas L. Oondurant 
General M:ma9cr 

Fil{AL P.ErOH'l' Qi<' THS SUE:O:•:UTTEE err D.'.TA SYSTl]·;S 

Our ruport of r;ovcmbcr lh, 1978 outlined the t;:o t.:.nkn of the 
subcor:cnittcc. They wc:i::0: 

1. to find n pro;::pecti ve d,,.ta collection c:rstcri
that will provic.2 info::-::.:;.tio:i about the C:-!uses
of drau8.tic char..ge8 in ',/;.:n�kcrs I Cc::pc-nsation
loss co�;ts, and

2. to invcctiC3.te a..'1d :report· on the accu.ra.cy of
statiEb.cn uGE,d to cuppcrt Workers I Comp rate
adjustments.

The uubcommittce hzs ncco:;iplinhcd. thooc tasks. 

On Ju."'1e Jh 1979 -�1�� r.ubcr""·"i t-t00. i1'.r:·:i. tt�d ,.·1o·�hi,.. ·'0�,��·t which 
ex1,h�i.n0c. t.1i;lt t�1t: l:atic:---.l Coi:11ci.l c:�n fol' D:.·�;;\..i.c.d Clr1.i:.:i 
Infori;1ati0n b:l.G b\:;vn is:,.u,.:d ,,.uJ the :.y,::"'v·:::-.1 for ct.2.ta collcc"ticn 
io in pl::.ce. Data ir: bcin�-� co]lc:::iod en Vi::,:ir:i.a. lo::;:�e:::i and 
the fi:r.·r:t 1irclin,in:1.ry :? ."CI)Ort::; li:.1:;.:.:·d on un:-;c.:u.�:;1,..:d da.t.'.l. wilJ. be: 
availn.li1e corn,:tine J.urin.: the fir::it <1_U;l1"ter of 1980. Accord.inf;l:;, 
the nubcor.!:�i ttee con::iide:rz j_ 1�n work on 'l'ank 1 to be completed. 

\Ii th rcDpcct to tho nccond task, our report of November lh, 1978 
explained that four appronchen had been cettlcd on: 
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Comnisnionc.r i;cwman
August 22, 1979 

l. reconciliation of An::.ual Statement financial data
with 6tat.ie:tical c.ata rc:;:orted to the 1,CCI by the
twenty lar&�c1i Coi:::.r,cnoation carriers in Virginia.

2. cxa.m.i.na. ti.on by the }3ureau of Insurance of company
loss data to evaluate the propriety ?..nd qua.lity of
loss development and reserving practices

J. e:xamin.ation of the sourceH of. data used by the UCCI
in rate maJ:in.;, t.he reporting instructio::is i:::s-:.1cd to
carr:i..ern a.nd tl13 varj_ou':l checks and test,.:J perfor:::ecl
on ouch data. by the :-eporting companies ancl the
National Council

4. tests of the accuracy of detailed unit statistical
data reported to the UCCI •

.As respects the fin::i't: of these &pproa.ches� 1;1.ttached ifl a. report of 
th · 1 · . . f 1Q77 r. . ·"' d . . ..... l'"'"'I . ' . t. 1 . t c rcconci J.n"tJ.cn o ., ,.1r .. <.1.nc: •. .:u l!.·�a w:. .. c .,,v o.;au.s 1.ca aa a 
for the t\.'onty J.arGe£t Co::riensz;.tion ca.r:dc::-s in Yir.r.;inia. The re
sul tn show a r"'II!c.rl:a.1ly cl osc rcconcilia:tion, r;i Yon 1ihe hund.r·0d.s of 
milliowJ of c.,Jllc:.'3 of prc:tiu."Ils and. .lci::ccs in•.rol ved in that n,�u1y. 

We o.o not know the re mil ts of the Bu.reau of Im-m.rance exa....-,j.na tion of 
company 1ons data. 

In rcopect to data used in rate t.:2�1<:ing, our Novm::ibcr 1978 repo:!'t con
cluded that based upon a."l exa,'nination an�. evaluation by the Bui:,com..'!li ttee 
of NCCI cla.ta · tests and checks, the �ub�o:r;;.1.i. ttec was persuaded tha.t 
"ouch teats are e:>..-tenoive and effective. 11 

With rcopect to detailed u.nit statistical data, our·Novembe-r 1978 report 
caid that :i.n t�:o scN.1.ra.tc tests conducted und.er d.Jfferent ir.odes and 
invo1.vin� diffo::��::1t r::.:..,:lo� r,:::.;:ple::: t "The rcsultn snowed thD.t notwith
stc>.ndina tho detailed c,.u:l cc;nplicatcd coding requirerr:cnts, there is an 
extraord.ino.rily hi.:;h der:rce of accur�cy in the actual coding, rcportin;; 
and. maintenance o: sta tistico." 

In cur11Il1'.l.ry, the nubcon1!ll.i ttcc finds that acco'l'cling to all the tests we 
could rcasonab1y make, the otatiotics used to support Workers' Compen
sation rate adjuntmcnto o.rc exceedingly accurate and reliable.

AB \le proceeded in our work, the subcor.mittce took upon itoclf another 
taak - th.at of cooperating with c.tnd anni::;hn� the Indu!>trial Cocmisoion 
in tho dcvelopr:ient of a pro1:7arn of data collection. 
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The subcommittee has p::-ovided that cooperation and assintance through 
a special sub-f,"!.'oup of EDP C)..-perts fro::n the Travelers Insur::i.nce Cc::::.
panies and l2tm Life & Casualty. Even after the dinoolutio:1 c,f this 
subcommi ttce tLose ccrr:paJ1y technician::, will conti!1uc to pv::: the 
Industrial Cor:::li.s:::ion whatever assistance and adv.ice is desired. It 
should be noted, ho\·:ever, th.at until so:-Je basic dete:.:1-:!in.ationn are 
made as to tb:� l:inds of data. to be collected by the Cc'"ci1i ssion ancl 
the uses to be !!!r:tde of such data, the sub-group's assii::tancc is, of 
necessity, li.m:i. ted in scope.

The subcoraui ttce believes it han co::pleted the work assigned it and 
wishes to express sincere appreciation to the 1:z.tion!ll Council, the 
Bureau of Insurance, the L""ldustrial Cot"';:ussion and all thr;; ind:i.. viclu.a.l 
members of the subcor:::ii ttec for the azsistance pro-v-ic.ed during it::; 
study. 

Respectfully aubmitted, 

. ..._ 
. 

,, 

_/ 
., 

\ ' '

T. L. Bondm·ant, Vice Chairma_-r1
Sub('.ornw.i ttee on Da t,1 Syste!i!S

j/

cc: G. J. llutchim:;on, Chairman 
G. L. Hazelwood, Jr.

c. G. James
R. H. Kallop
L. R. Lyman
c. s. Metzner
P. o. I'rec;ley
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\,\ TIONAL COUNCIL ON CO,\\PU�Sr\ TIO:--J INSUR.r\NCE 

,, , \LLOP 

Mr. George J. Hutchinson 
Liberty l,li..r'.:.ual Insu:-�nce Ccr.ip�ny 
175 Berkeley St�cct 
Boston, �hssachusetts 02117 

Dear George: 

Re: Virginia Su'bco:nr:1i ttec 
Data Svster�s ·

ONE PENN PLAZA. SEW YORK. N. ' 
:?12-S&0-1000 

July 26, 19i9 

I am attaching a draft of a !i1Ci!lorand',,.1l!i relating to th(' recon
ciliation of data r:-ported to the �ation::-�1 Co1.�ncil 1·1ith d:.t� included 
in the Insurance Expense E�1ibit in Virginia. 

Rl!K :AW 

Enc. 

CC: Mr •. R. Farmer, '.,lana�cr 
Virg:inj_a Bureau 

Very truly yours, 

,/ 

--

Roy H. Kall op, 
Vice President & Actuary 
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NAT!.O:'vJ. COL:;crr. m� CO/,PE.:.S,\TI0:-1 INSURA..\iCE JULY 26, 1979 

VIRGINIA SA..\lPLE �cc��CILIATION 

At the meeting held in October 1�73, the Subcommittee on Data 

Systeas expressed .J.n interest in a reconcili..'.l.tion of financial data wit� 

Insurance Expense Exhibit figures. Die Co.:imittee was infoI7.led that the 

National Council on Corcpensation Insurance ·,.;as developing a reconciliation 

form which will be released to all carriers prospectively for all states. 

Specifically, the for:n requests a breakdo\,n of the experience shown in: 

(1) The annual National Council Call for Calendar Year

Experience,

(2) The aruiual call for "F" classification data and

(3) The Annual Call for Coal �·tine data.

Also there is an additional section for excess policies and �ational Defense 

rejects Experience. Subsequent to the meeting, the fcir.n was cccpleted· �nd 

distributed to the membership on January 31, 1979. A copy of this release 

is attached. 

1be committee was also interested in a sample reconciliation for 

Calendar Year 1977. In this instance, t�e financial data reports of 20 lead

ing writers in Virginia from the Insurance Expense Exhibit i-,ere compared with 

the _cJ.lend.:ir ye:ir experience frcra th� :--:;:!:ion.:il C-iuncil St.'.1::�:;.:.�·d c�lls for 

calendar year dat.:i including dat.:i for the "F" classes and ri,.lt.'.l for the coal 

mine classes. No call had been issued for the experience of excess policies 

or experience under the National Defense Project R.:iting PL:...n. These c.:.,,,.bint"',cl 

results were compared to the aggregates shown in the Insurance Expense Exhibit. 

The test is to ascertain if the loss ratios are comparable over:dl keeping in 

mind that th� experience of the excess policies anJ experience under the 

National Defense Projects arc included in the In�urancc Ex?cnse Exhibit figur�s 

only. This test shows the following results: 
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NA7IONAL COUNCIL c�; COMPE�S:\Timl INSUIWlCE 

Premium 

Losses 

Lc!-s Ratio 

NCC! Combined Call 
(in 1,000'.s) 

103,0SS 

91,372 

• 836 

JULY 26, 1979 

Iasur:lJ".ce Ex:)ense Exhib�. t 
(in 1,000's) 

105,046 

91,22S 

.868 

In su;n.1'1a.ry, a close reconciliation for the 20 leac!ing can·iers was 

acltievcd for c:alc��ar year 1977. Prospectively a r�conciliation report will 

be suboit:.ted by alJ. c:a::-:ricrs each year in '/ir.;i.ni� a:id in ot:ier s�.:tt�3 to 

corm1are cz..lendar vear dat3. subaitted to the �lational Council on Co::mensation -·r 
, • 

Insurance with data reported in the Insu:r3nce Expense Exhibit. 
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JATIONAL COUNCIL ON COMPENSATION INSURANCE 

0\ l1 K,\LLOP 

he,. Pre<irl,•nr Jnd Acruarv 

Gentlemer:: 

ONE PENN PLAZA. NEW YOR�:. N 'f J()()()l 

212-560-1000

JANUft.RY Jl, 1�79 

Re: 1978 Cale::dar ::ea!" ?.eccn::il:.ati.::m .?.e�c!"t of t::e 1978 A:t.-:ual 
Calls to the lS,73 :_-:::"'..:.!"a::::e .:::r;:e::se :::(::i.::: i.-: 

In accordance ,;,;i. t:. action take!l ty the Special .:c:::::.i t;tee c;1 ?.a te:::a:-:::.::�, 
the National :a�"l.:i.l c� :::wpe:r..satic� Ir:s::.rE..:i�e is ::-e�:: .. 1ezti�5 t::e re·.::�:-=.:il.i.a::::.::::, 
by .state, o:"' ,:alen:iar ·.::ear e.:�e�ie!li:e repor�ed .:Jn -:::-= .�

:-
!'!-"'l�al :�a2.l.3 3.r.d e�e�i�=-�-=·� 

from ?art r: o:� the I=.sur::i..-:ce :X?e!lse :::&.:.:::it. A 3ep1:.:-ate report shoul:i be :::.:�
pleted for each state i:i. Nhi::h your company has expe:-i=!lce. 

In reconcilL-ig to :?3.rt rv c:' the L"lSura::.ce .:::,:;:;e!!ce :::::i:::.ibi t the :�ollo-.. �-:; 
data shoul:: be used: _.l_r..::.1.:al c,,1,, ..l..:m'J.al Call tor "?" :las.5i:'ic==..tior.s, l.:;t -: �c:i-::::s 
�nd 2nd 6 �onths t::1.dergrc:.1..'1d. Ccal �!.:..!!e, )Iatia!:.al Je:'e::se ?roje�ts .::.:�eric!'?.:!e :..:-... :. 

..<:cess policies. �-· the a:·crexe!'!tioned calls and ?.ecor.cili::1-.ion ite.::1s :io :-:c-:: 2..c::. 
up to �rt �I c:· t.he L-isura...'l.ce 2xper.ze :::x.i.._ioit a!l e:q:l.anation �or tie di:fere:::� L 
requested. 

In order to facilit�te reconciliatiQ� �-i'e :-eq_"..lest, i:' at all ::;c:::sitle, 
that the :nsur::....-:ce 2xne!'!se :::.:��itit, Ar.n1:.al Calls a;:d t.te 2eccnciliat::..c:: ?=�or�: 
be submi tte:d en t::� sru::e ':as is, '. i.e. grQU!) report er t:idi -rii:.al cc.::pa::y ::-e"9or-:: ) • 
It woul·:i also be a:;,preciated i:· �te reconciliation re:icr-:s -�·ocl::i ::;e :o�plet.ei :.::::: 
sent to us on or before April 15, 1979. 

Very truly yours, 

i?tt.'t!f::/1" 
Vice Presider.t a::d ,'..c :�r:/ 

119 



Carrier(s)• 

l 78 :aler.dar ;e�r ?�ccncili�ticn Re�ort 
lDue April.�5, 1979) 

State 

__ ... -

carrier3 !."c!9 · ..... �:..:.:::. anj· e:Qerie�.:e i� :-e�cr-:ed :."or -:he s-:a -ce .. 

State 

Code 

No. 

This is to certi:':,r t:J.e re=-:r.ciliat!.c:1 cf 1978 2alen:is!" ?ear :·a.ts !'"e;crt:=1 
to the �Iational ,.._, .. ., .. �, O" ·:c::pe�sation !.·$\!ra...'l::e and the data frcm the I:lsur:m::e 
::�e::ise �x:1i:-i� - ?s.r't ::r.

I. Data Reported to :-�ational :ou:1cil

(1) An."lual Call (Industrial Classes)
(2) Ar,.nual Call :'or ":" ..,;J.assific�tion::
( 3) Undergrou."ld :o:i.l :-ti:ie - 1st 6 :::c::ths
(4) Underground ::oal Mi:ie - 2nd 6 :onths
(5) Subtotal li!les (1) through (4)

£. Reconciliation !tees 

(6) National Jefe�se ?roiects E�erience
(7) Excess ?olicies
(8) Total (5)+(6)+(7)

III. Insurance E:cpense E::clibit

( 9) Pa.rt Fl - ,:olumn 2, :olur:m 3

IV. Difference - explain belo;;

�10) (9)-(3)

Reason for diffe�ences: 

Net 
Direct 
Earned 
Premium 

** 
+* 

Incurred 
Losses 

*""Net Direct �ar�ed ?re�i'..!:11 should conpare wi�h the reported ear�ed pre:niu.�:, 
standard ba3is �or undergrou.�d coal �ines of 

lst 6 months 

2nd 6 months 
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PROGRESS REFORT 

NCCI CALL FOR DETAIL CI.AH! l:lFORXATION 

The New National Council call, representing the industry effort to gather 

detail claim informaticn. �as effective April 1, 1979. Insurance 

Co�panies which will be furnisl1ing informati0n under this call are currently 

i� the process of identifying the claims to be reported on and are setting 

up whatever systems are re�uired to report on those claims. 

The N�tional Council helci a seminar in Atlanta, Georgia on February 27 and 

28 at which the call was presented to industry representatives. The 

seminar consisted of both formal presentations as well as extensive 

quesU.0n and "-nswer sessions. Follow up documentation on the seminar :in 

the form of a question and ans,:er docuwent covering the r:iost commonly

asked questions was sent out during M�rch 1979. 

The·Virginia Compensation Rating Bureau held an abbreviated version of 

this seminar on March 21, 1979 to acquaint Virginia Insurance Department 

representatives, individuals serving on the Workers' Compensation study 

commission and i;'"lterestcd loco.1 clafois personnel with this data gathering 

system. At this seminar, opportunity for questions and answers was also 

provided so that the participants wuuld obt,:d.n a clear underst.:mding 

of the intent of this call. 

Attached hereto is an overview of the call for detaJl claim information. 

This paper was presented to the Ni\IC (D-6) Ta��k Force on Loss and Expense 

Measuremcat. AppcrnU.x B tu tho fu.11 report· is the C;ilJ for Dct.:lil Claim Inf or-

mation as it was prcscnLc.<l to the p:1rUcip�mts at Lhc Virginia seminar. 
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The National Council is currently in the process of developing the various 

data processing systems needed to sup�ort this data gathering effort. 

Arr.cmg such developr:ients are the prep.:!raticn of suitabJ e machine edits, 

data files and report generating capabiliti2s. The pcrtions of the systerus 

development effort relDting to data capture will be completed in July, 1979. 

Af cer this effort is cc:npleted, the various reports which are. desired wil1 

be pro£,ramrned. 

The f:i:rst deadline for subrJission of data by the various companies is 

within 60 days after October 1 (October 1 represents the first evaluation 

at the end of 6 months of claims occurring f.pd.l 1979). It is anticipat.ed 

that the first reports ut.ilizi113 this dat� wi.11 be avcilable some Urn-� 

during the first quar t<:r of 192.0. Sue h reports shou].d be considc�:;cd 

preliruinary since only a few months of data will have been reported to t�e 

Council by that tine. 

Appropriate committees of the National Council are moni:.oring t!ie progress 

of the data processing efforts and of the d2ta collection effort. Should 

any problems arise with the collection of statistics under the call for 

detail claim infor:nation such committees \·d.11 take whatever corrective 

action is required . 

.At tacl1n1L· n t 
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Etna Life & Casuc:l t:r 

Pres en led l'. t :;JJC - (D--6) Lo8s nnd E):r2nsc i·icc:; m1rem �rrt. 'l\·tr;}·� Foree 
C:�l'SC!:! Clty, Nevada. 

"n1·�1J j [I 1· Q'iO �1 . ._. -·· t � I ;,J 
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Intro0.uc·ti Qn 
--� .. ---

N.ATIOXlA!, CCl.1'!:CIL o:r co�::!JSAT!O!r !�1SU?c:\:lCE 
Call for Detail Claim Intor:r.ation 

Rnpic,.1y iv.cres.s:i.ng loss costs under Workers' Comper:.3ation !n::;urance 

C:vILt�··actr. heve resulted 1n lc.rge rnte increiu.:c�. It if,; not surpr:i.sing that 

the n�ec.1 t.t,r l1 largr.� �ate incre�se is ofte!l c:u�st:i.onec"i r�-�a that �he:r 

foT. The de:s:Lrc fo:e (,dditio�:i..l info:t::�A.t::.on en causality of loss is not 

l.im1 ted to :i-egu.la.tors but is �h!'.red by inrureuce indu� try personnel,

be:cu f.He:�·e of the ne:c�d for e.ddition1l chc.i;:.: .. dr .. tc. for sc:1:.', ti:::c. The 

e.ppoir,.t�cnt wid the -work of the Data Collc::ct5on Te.sk rorce cJ,;rirnJ; 1978 wc:.s 

tl1� tangible recognition of this need. 

'.r'ne Tasl-:. Force rncr1bers rcpresen�ed the vr.riO'l.ll'..; technf cr, .. J.· disciplines -

e.e:tue.rii;.J., under\rritinc, claim, sta.th:tical, data procc'.J::-,1ng - inYc:1ved in 

data. gatherinc a1.d data ev�.'.Ultion. 'l11c chcrc;e to the:.: 'I'rsk Force: vc1.s to 

revic·,r the UCCI cl.a.ta gathering syBtem c .. nd to n•coi:.'!lencl appropriate changes. 

/d"tcr :re\'ie'W of the current NCC! data gntherin.g effort�: and the t)'1)e of 

1n1"onnation that would be required in the future th� Task Force 1:;er.1br.:.cz 

cor:i.cludccl thC;.t the e;rev:te5t elute. Cf;:-;u. ,ms for u.(lcll �lcr,:.tl curn:1:t, lo:;::. ini\.:;r-
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matj_on, The addi tione.1 loss infol"""'...ation should be detailed enough to enable 

evaluution of the underlying causal el�:ents of Workers' Cocpensaticn lo�ses. 

The Task Force mc�cers also adopted the folloving basic principles to guide 

them i.n the investigation of the need for Eidditional data: 

1) Thc.t bas:i c raten;.:king procedures \rill cor.t.inue ;rith a reliance on the

Unit Statistical Plan for c1as::.ifica.tion r��te :rele.tivtties and ind.i vidua.J.

risk experience ratings.

2) 'l'he adoJtiona.1 dat.E. collected :must l,r::: liroad enoug11 in scc;1�1:. to provid.E

l"cspor::ses to f-,.mda::..ent(:.l quc�;tions rcsardin� s!lif't!:: :J.n clrd.::n costs.

3) '/11� datr. 1·r·c:u5.red chcu.:.a. be restricted. to fi .. ctt:r: . .l� objective c.:.t!l.

reo.ily t;.vailable frcn r. r;o1L-:al clr-.in file n·:d. �,tc1.:J.cl �.;1,c.d f.y tr.c c.:··.:1::c

of lci::s r.ri.d part of boay f.fi'rctc:d.

4) The dntr. r-bou.ld be gathered on c. prospcct:!.ve bm:is c,:ily.

5) Creel.I.bl� d[;.ta should be captured e.s ee.rly c.s post.;ible.

!,rps of l:t:th to 1::e Co}Iect.ed

T'nc. 'l':::.sl:: Force rue!:1bers clevclcYped n co:;·.p·chr�nsiv(� list 01· f:dditior:t·.l lo,s 

datu ,:-lemcnts to be coll0cted. 'l_Thi� list Vus basecl upo;i both inforr;:.ation 

previously gathered under various claim studies. such as the Florida. resolved 

clF�im study, end informn.tlcm which nctv.urfos, unde:rvriters and claims 

adjust.ors vot:1.ld find useful in evalua.tir.g Workers' Corupcn�:ntion loss costs 

o.nd their movement. 
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:ir:ipre:i.er:.s:.·re li�t va.s later refined so that only the most inporta.?lt 

additional data elements vould be captured. Without such refinement the 

cost of instituting a nev data gathering system vould have been prohibitive. 

The call as issued requires that data be :f'urnished under the folloving 

categor�es: 

1) Common Information: info:n::ation sufficiently unique to identify the

claim in case follov-up information is required.

2) Claim.ant Description: objective infor::::.ation about the clei�..e..nt such

as the Injury Description Code (4 digit), date of injury, emplo)'l:lent

status s etc.

3) Indemnity Benefits and Payi:ients: information on the types of benefits -

temporary total, perm.anent partial, per:ia.nent total, etc. - and the

actual or anticipated duration of payi:ients.

4) Vocational Behabilitation Benefits.

5) Medic�l Benefit�. information on the types of benefits and frequency

of use.

6) Claim Administra: .�on Details: information on method of disposition,

whether a contro . .::rsy vith the claimant vas involved, subrogation, etc.

AJ.1 the dat1:1. c11::weut.,, .n:t.1:1.l11ed !'or the :r1na1 call met the tvtn obJecti vu::; u!' 

objectivity and nece. Jity, i.e., the data vas objective uid it vas deemed 

to be o.b:iolutely neci��sary for a proper evaluation of loss costs. Ve.rious 
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J�revioU!� ad - hoc studies vere reYic:wed to e.:::;!:iu.re that the i:!:!pcrtant 

questtons raised in the!!!. could be �svc::-ec. by use of this data.. Sufficient 

!.dentifying inforr.atio=i on ee.ch clai!!l ·.ras 1etained so that if fu..1:"ther 

·investle.;ation of e. pe.rticular type of els.ire ve:.:·c req_uired thoze clai::1s

could be rec.d.ily identi!'ied.

Method of Gatheri�� rata - s��nlinv 
---·------------- ----

'l'he ru:.our..t of adoitione.1 clr.iri infor-wation the ':'c.sk Force vo.ntecl to collect 

v�s very lr,rg(:. Cor.�equently, a serious effort was tuide::ttubm to �inirr..: ze 

the c-ost of gatherin£: the cc.tn.. The ck.ta gr: .. theri:1g tecbn:i q_ue c..dopted ,;;:; 

bcin13 the most cost effective us -.:ell c.s I:,nst flE·;.:ible ,:",,.:::., r:ci�r-.ti:f'5.c 

sampl:tn;;. 

'.{he:: '1.'c.:;k 1"''orce clecidcd tho.t the ai:,p:::o::..cil wo,1.h: v0rk equ8.l.1.y l:..S we::] l � n a 

stui."�· to c.ne.J.y:2.c t}1c.> c-�uses c1f Workers' Co�.p::::.:.iS['.tion lossts. 

'l'JlC srJ.rtple is expressly d�sigtlcd to provlcle sufficient d11-Lu to &.!:�.lyr.c tr.e 

cc:::ts t..",:f per.:c�:nent partial cli..:i!'D.s. Tlle pt=:;.ue.nent r,i:�rt:it:.1 c1r.ins nre cu:.:re:1tly 

of the t,03t conce:rn becau:�e of their cl:.rpro;;o:::·tionate cc,�"t w:d tt,.� 1�0"'..:cnticl 

&.sed upon unit cc:rd d:;.ta e.::1.cl t�c dJ� tr:i.bution of c] i?:1:; by t:,·1;e of 

injur.r I un Rppropriate sru::pline; ratio of all ne�ly ri.risinc ch:.L�s '.las 

deri ve<1 fc.,r each of' t.:elve str--.tes. Depending on the -cotul claiir. volun:c, 

the f;!:u:ipling ratio :-an0ul f1on e Jew of 5�; for Nev York ,:,nd I11L·ois to 
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0!'�.(:,5.na.J. call are Connecticut ( 30%), Flm·id.'.l (:10%), Geoz·gia ( 30:Z), ?-:S.ssuchusctts 

(15�), ?,fichigan (20�)\ 1-�i::�esota (3o;n, Pc.rmsylva.nia (15%) e.nd Wisconsin (30%). 

The above ste.tes verC' selected either because of their relative size or bece.use ·

their Workers' Cc:::.pe�sntion experi�1:ce l:�d eY.hibited continuing t�dverse loss

c.xpc:r:l.ence over' t::c-· lr,st scvenJ1 yen!"s. Furthermore, t!:e Task Force 

cuncludc:a tb::.t not &11 �;tE�tcs sl:oulc1. l,c- :l.ncluc.�d in th1: call becau:::,c the 

new c1.t;;.t.e. c;.:.tr.erir.f; syste.r.1 shoi.;J.d rc.r:.1.i!'l as fle.:dl11e us possible du:·ing th1s 

Rt.:i.rt-.·t1.p period. Sud1 f'h·x:tbil:: t:r P.r.d cperation at re�uced cost co...11 l:e 

nchie\°·e:c. best by li::15 ting the nn:;bt:r of stc.tcs oJ·ic:i.naJ.l;:r incl udt>d. i!'l the 

Uses of the Dai.a 

TtE:: C::.etr.d.1 cll,j_;;. data gr�thercd cu1 be used to: 

iuju.ry ty1.)e;:;. 

mp�ct of high-:-r rcJ.etiv� coq,ensatic:.n lc·telz. 

3) A'.'.'.l<ilyi.e the 1··cln.t:!.vf? di:'.:'fcrences in cluir:.s co::;ts r.1.lci the source of those

difference� bE,h,een diffc:rei1t ::, tat es.

4) P-.t·ovJ.tle licnchnw.rk::; for cOq)fUJ.ics' clc.im.s r:.dju�tors in order for tbc::n

tci more c:J.o::;cly mor .. i.tor clvim, costs.

5) Provii-!e ol>j�ctlve datv :for use h <:vc.le�,.tine.: c-osts/t:211efits of propo::;cd
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!..JJ the nev data gatr.er5.ng s:rste:r.:. develo!is other uses for ·,J:e ci.ati. ,:::..12.. 

probo,bly suggest th ems elves. The Nationu Council currently e�ects 

prel!Minary reports on cle.irns arising after April 1979, valued at six �onths 

ai"ter arising, to be produced auring th� first three months of 1980. 

Pc:docltc ur,datins cif the cJ ai!!l vu.1u�s ;;ill :;,rovidc in.for-....a.tio1l rep?.rdir:g 

beme:fi t.!: pt,yr::ble: as a c-J.air: ages. 

sc.,:n:pJ.c:d ru1u :follo·.r.:.·<� for a period c,!' 42 :::onthr. to r,rovic':.e a. e:or.t:i.uuous 

record or lo£s cost 1::ov01!:.cnt. 

and t1.L::.lize tbc resu..lti!1t; irifcrL<:t:i.on c,u J.csr. co�;ts so t}wt. .:-.11. :intcr·e::;te:d



INDUSTRIAL COMMISSION DATA BASE 

The attached sheets show the information that is presently being placed on 

computer with a listing of other items that will shortly be added when the fields 

are increased. This will be operative no later than January 1, 1980. 

In addition, we have set forth a list �f items or fields that will have to

be 4dded if we desire to have a data base similar to the North Carolina Industrial 

Cormaission. The North Carolina Coamission has advised that their statistics are 

not used in any manner for rate making purposes but are simply used for their owa 

internal opera�ion. 

The cost figures for each of these systems are listed but it IDU8t be kept 

in mind that approximately 601 of the listed coat ia not directly for statistics 

but for obtaining coverage information from the Vircinia Rating Bureau rathar than 

keeping manual records of all coverage. 

It should be noted that any time additional fields are required there is 

tremendous expense involved and if there are any suggestions of any additions or 

deletions to the system this information should be made available to ua by October 

1, 1979. 

Charles G. James 
hr• August 22, 1979 
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Current Information Fields and cost 

C ln lm t�ur,11Jcr 

Cl.1lnrn1t 

Employer 

Nature of Injury 

Type of Industry 

Wage 

La st Compe111rnt ion 

Type �f UlRDbility

Tempornry Total 

Permancn t Tota 1 

T,1mporary Partial 

Parn�1nent Partial 

Number of times Award Reinstated 

Medi ca 1 Total 

Cost of Living 

Cost 

Equipment 

MASD 

MIDTOWN COMPUTER CENTER 

Monthly 

$ 804.00 

$ 667.SO

$ 7,472.67 

NOTE: Above cost reflect budget for 1�79 - 1980. 

Date Claim Established 

Employer Number 

Date of Accident 

Type of Accident 

Part of Body 

Compensation Begin Date 

Compensation Total 

Death Benefit 

Compromise 

Third Party Settlement 

Award Terminated Date 

Award Reinstatement Date 

Last Medical 

Medical Date 

Status (I. c. in House use) 

Yearly 

$ 9,648.00 

$ 8,010.00 

$ 89,672 .oo

this cost represents operational cost to enter information into the system and 

the following reports: 
Claimant Name ( Monthly with weekly update) 

Employer insurance coverage ( Yearly ) 

Statistical reports have not been established 

Approximate Coat: 

Development ( MI\SD ) $ 9,000 
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Information Field• wa will add to OUR CURRENT SYSTEM

Hoapital Coat 

RehabUi ta tiou 

Compenaation Rate 

County or City 

Insurance Carrier 

Claimant Firat Line Addr••• 

Claimant Second Ltn• Addre•• 

We should be able to obtain information on a yearly baa18 a• to the amount and 

kind of compensation paid on file• cloaed during any paat year. Within the coding we 

should be able to compare the coat of a particular type of injury from one year to the 

next, coat of hoapital treatments, doctors, aucl other medical expen•H aa well as out• 

dde Rehabilitation coats for each year should be available. In addition, w ahould 

be able to pull certain file• on certain type• of injuries or induatri•• for compariaon 

purpoaea aa to coat. A comparison of Mdical chars•• in different aectiona of the 

at.ate ahould be a·Yailable fram the coding. 

On all ca••• where compenaation 11 awarded the carrier or aelf•in1ured will re• 

port each dx month8 aa to total doctors' bill• ·and other medical expenH paid, hoapital

charge• and outalde R•?.abilitation coata. 

On clairu of under $500.00 medical expenae, the•• will be reported monthly by 

name of employer, employee and total Mdical paid. 

Charles G. JaMa 
hr/ 8·22-79 

Coat 

Reorganize tion of Data laH 

Dnelopaent 
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Expansion of the Computer System 
(Similar to North carolina System) 

Information fields TO BE added to our current Syatem 

County/City 

Social Security No. 

Sex 

Age 

Date of Death 

First Payment Date 

Hospital 

Total Medical and Coq,enaation 

No. of Loss Workdays 

Lump Sum 

Microfilm cassette No. 

Insurance Carrier 

Compensation Rate 

Date Employer notified 

Claimant Firat Line Address 

Claimant Second Line Addres• 

Occupation 

Date First Report Receive 

Date Compensation Paid 'l'hru 

Rehabilitation 

Date of Disability 

Attorney Fee 

Funeral Expense 

Docket No. 

County of Hearing 

Date of Hearing 

What will be developed from adding the above Information Fields 

Coat per Injury 

Hospital Cost 

Rehabilitation Cost 

Average Compensation Rate 

By City or County 

By Occupation 

By Age Group 

By Sex 

Attorney Fee 

Funera 1 Expense 
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Nu1i1lli'r. ,111,: C11!,t of Lump Sum Sett lement;a 

Cost An.1Jv,,iJ; 

C,>1,1;1,•n !1at ion 

:!, ,•;p j 1.., 1 

;Z,·h.1 bi l itnt ion 

Ot h•·r Medi ca 1 

Trend 
Cost Comparison 
Area Comparison 

Conip11ter <:1·rwrated Acknowledgement Letters and Envelopes 

Comput(�r G�i1e rated Cancellation Letters 

Cost 

Vl.'Ve lopmcnt ( W\SD ) 

M,\:;o (Yearly Budget) 

Midtown Computer Center ( Yearly Budget) 

Equipment 

Total 

R. r:. t:::1bel
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1980 - 1981 

$ 47,900 

12,000 

213,470 

14,400 

$ 287,770 



DES CR.IPTION CODES 

NON-FATAL 

MA 1'11:�f. OF ACCIDENT 

O, -llnd iu• A , Contusions & Abrasions 
O:I-J\11rni1 nnd Scalds 
CJ/+-Co11c11sH ions 
05-Cuts & Lacerations 
Of,-Frncturcs & Mashed 
07-l'1111cturcs 
OU-l'arn lysis 
0')-Jlpnrt attack 
10-Cru�hing 
11-11<•11 t Stroke 
12 • l-'ront Bite 
13-El«?ctric Shock 
14-!..ihock 
15-llcrnia 
16-T>Ntfness 
17-Dlsloc:ationa 
18-f>prn ins & Strain, 
19-Dis flgur.ement 
20-All Other-NOC 

OCCUPATIONAL DISEASES 

30-Drrmatitis 
31-l'oJ iwn fng-Syatemic 
32-111 fr<·t i ous Diseases 
33-Rndtntion Effects 
3'• · l'ncumol·on ios is 
35-0ccupntional Diseaae•NOC 
40-Ulnck Lung 
41-Hlnck Lung Phase 1 
42-Bl:ick I.ung Phase 2 
43-Rlack Lung Phase 3 
l+4-Bl:ick Lung Phase 4 
45-Heart & Lung • Police 
46-Heart & Lung - Firemen 
47-Brown Lung 
48-Heart Attack
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FATAL 

50-r'ata 1-NOC 
52-Bruises, Contusions & Abrasions

53-nurns and Sea lds 
54-Concussions 

55-Cuts and Laceration,

56-Fractures & Mashed

57-Punctures 
58-Para lysis 
59-Heart attack 
60-Crushing 
61-llcat Stroke 
62-Frost Bite 
63-Electrocution 
64-Asphyxiation 
65-Drown 

OCCUPATIONAL DISEASES 

70-Dermatitis 
71-P�isoning-Systemic 
72-lnfectious Diseases 
73-Radiation Effects 
74-Pneumoconiosis 
75-0ccupational Disease-NOC 
76-Rlack Lung 
77-Heart & Lung - Police 

· 78-Heart 6i Lung - Firemen
79-Brown Lung
80-Heart Attack



r-' 
w 

SOURCE 

01-Machinery

02-Vechicles-Other Power

03-Explosion, Electric, Etc.

04-Slip or Fall of Person

DESO.IPTION CC:JES 

um:.•snY 

01-Agriculture

02 -coa 1 Mining 

03-All Other Mining
Metallergy & Quarrying

04-Mfg., Food, Tobacco, Etc.

05-Stepping on or Stricking Against OS-Miscellaneous Mfg.

06-Falling objects not Handled 06-Construction-not Building Erection

07-Handling of Objects 07-Building Erection 6 Demolition

08-Hand Tools OS-Shipbuilding 

09-Animinala, insects 6 Reptiles

10-Suffocation

11-0ther Specify

12-Shock

13-Violence

O. D.

14-Respiratory Disease Toxic

15-Posioning Toxic

16-Physical Agents Disorder

17 •0ccupa t icna 1 Skin Diseases 

18-Dust Disease-Lung

19-0ccupationa l Disease-�,OC

09-Stevedoring & Freight Handling

10-Cartag, & Trucking

11-Pu.blic Utilities

12•Co11111erical F.nterprises 

13-Clerical & Proffesalonal Services

14-0perations & Maintenance

IS-Miscellaneous Occupations 

PART OF BODY 

01-Brain

02 -Eyes 

03-Ears

04-Jaws

OS-Teeth 

06-Nose

07-Skull

10-Lungs

11-Arms

lZ.•Hands 

13-Flngers

14-Chest•Ribs

15-Abdomen

16-Hernia

19-Shoulders

20-Trunk-NOC

21-Legs

22 Xnees 

2 )-Feet 

24-Toes

25-Back



THIS REPORT IS PREPARED EVFltY K>NTH ON A MANUAL BASIS 

STATISTICAL REPORT 

FOR 
June 1979 

ACCIDEN'l'S 

TOTAL CASES REPORTED 
• • • • • • • • • • • • • • • •  6,954 

3,204 Monthly Reports . . . . . . . . . . . .. . . 

Total New Cases (#3 Reports) ••• 3,750 

Temporary Totals •••••••••••• 3,729 

Specifics •••••••••••••••••• 

Fatals ..................... 21 

ArHF.Eilf:NTS APPROVED , , , • , • , , , • , •• , • , , 2,904 

CAfiES CLOSED , , , , •• , , ., , , •• ••• ,.,,,,, 4,411 

CA�[S SET ••••••••••••••••••••••••••• 
t\ 1.:· :1,: Ti·;({MlNATED •••••••••••••••••••• 3,901
CASES HEARD ••••••••••••••••••••••••• 

LU?·a' SUM •••••••••• • •••••••••••••• , • • 10 
($56,825) 

OPINIONS RENDERED ••••••••••••••••••• 305 

tlEDICAL EXAMINATIONS & OPINIONS , , , , , 

cm J>ROUISE SETTLEMEN'l'S , , ••••• , •• , • , • 90 

-A- 21

-B- 21

. 

. 
3,808= 181 

4,438• 211 

J;;;(;J.ll·:ED ·. 618 
IJUPJ.H'.ATIONS• 17 

RGU:s:;h 
7-13-79
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o.o.

58 

58 

58 

25 

27 

26 

TO'l:'AL 

7,012 

3,204 

3,808 

3,787 

21 

2,929 

4,438 

3,901 

10 
($56,825) 

331 

-A-

-B-



I.C. Claim No.

Name of Employer 

THE USE OF THIS FORM IS REQUIRED UNDER THE PROVISIONS OF 
THE WORKMEN'S COMPENSATION ACT. 

COMMONWEALTH OF VIRGINIA 

DEPARTMENT OF WORKMEN'S COMPENSATION 

INDUSTRIAL COMMISSION OF VIRGINIA 

RICHMOND 

REPORT OF MEDICAL CO�T� 

( A..:cidcn t previously reported) 

Date of Accident -------

Name of Injured --------------------- Social Sc..:urity Number -------

Name of Insurance Carrier Poli..:y Number ----------

Amount of Outside Rehabilitation Training Costs 

Amount of Hospital Costs ------------ Amount or all Other Medical Costs ---------

If medical treatment is concluded within six (6) months from date of accident, file a report at that time. File aJditional 
reports at six (6) month intervals from date of last report or when .:0111.:luJed. Do nPt duplicate amounts in each report. Only 
include items which constitute benefits under the law. 

Signature Title -·------------ Date ---� 

NOTE:· 

If medical previously reported on Form 45A, list the amount reported _________________ _ 
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COMMONWEALTH OF VIRGINIA 

DEPARTML"IT OF WORKMEN'S COMPENSATION 

INDUSTRIAL COMMISSION OF VIRGINIA 

P.O. BOX 1794, RICHMOND, VIRGINIA 23214 

MONTHLY REPORT OF MINOR INJURIES 

For Month Ending .. .. .. .. .. .. .. . .. . .. .. .. .. . .. .. . 19 ...... 

File By 15th Day of Month following 

Jns1,1rance Carrier ........................................................................................................... , . · · · · · · · · · 

Claims Off,ce liling 1hisreport ................................................................................... , · · · · · · · · · · · · · · · · · · · · 

Signature .,-,d ulle ol person accountable (or this repon ................................................................. , · , , · · · · · · · · · · · · · · · 

All accidmts producing disability of seven days or less, or medical costs ol S500.00 or less 10 be reponed on this lorm. 15A. This report ,h,111 b,, 
liled in triplicate with the S1a1is1ical Division pursuant to law. 

All cases involving the payment of compensation benefits, medical com in excess of S500.00, or from the nature oi the injurit's will proJuu·" 

disability of over seven days, shall be reported 10 the Claims Division on Form No. 3. The Employer's First Report of Ai:cident. When rasc.·s pre, iou,I, 

reported on 1he Monthly Report Form develope into compensation cases. or medical costs in excess of $500.00, complrre and file Form �o. � with th,· 

Claims Division showing date the accide111 was reported on this form. 

NAME OF DATE OF AMT. OF 

EMPLOYER EMPLOYEE INJURY MEDIC.\L 

1· 9 

TOTAL :\IEDICAL 

If additional pages are req,,ired. attach supplemental sheets giving the same information as shown al,ow. 



SECTION vn

SU�·t�tc\R't' OF }lAJOR BENEFIT CIL\NGES IN W. C. LAW 

1970 - 1979 (Incl.) 

The following constitutes .:i ten year summary of changes in the Virginia 
i.:orkmen' s Compensatinn ,kl, invo1 ving increased benefits. There were other amend
ments to Lhe Act which, while not of a subst.::mtial nature, would have some effect 
on the incre.1sed cost of henefits. 

7-J-70 - Maximum weekly compensation benefit increased from $51 to $62.

Total compensation payable under the Act increased from $20,400 to $24,800. 

7-1-71 Legislature not in session. 

7-1-72 - Maximum weekly compensation benefit increased from $62 to $70.

Change in the weekly compensation base from 60% to 66 2/3% of injured 
employee's average weekly wages. 

Total compensation payable under the Act increased from $24,800 to $31,500 

(except for total incapacity as defined under Section 65.1-56 (18) benefits 
payable for life.) 

Provision for medical attention, including prosthetic appliances, to be 
furnished for unlimited duration. 

Burial expenses increased from $300 to $800. 

7-1-73 - Maximum weekly compensation benefit increased from $70 to $80 and minimum
increased from $14 to $25. 

Total compensation payable under the Act increased from $31,500 to $40,000 
(except for total incapacity as defined under Section 65.1-56 (18) benefits 
payable for life.) 

7-1-74 - Maximum weekly compens.:ition benefit increased from $80 to $91 and minimum
increased from $25 to $27. 

Total compens.1tion payahle under the Act increased from $40,000 to $45,500 
(except for tot3l inc�pacity as defined under Section 65.1-56 (18) benefits 
payable for life.) 

6-1-75 - Volunteer firemen and volunteer lifesaving and rescue squad members brought
under the Act. (Section 65.1-4.1). 
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SECTION VII (CONT.) 

7-1-75 - Maximum weekly compensation benefit increased from $91 to $149 and minimum
increased from $27 to $37.25. 

Dollar limit on maximum compensation payable under the Act removed hut 
500 week limitation retained except for total incapacity as defined under 
Section 65.1-56 (18); 65.1-56.l (4) and 65.1-65.1 - benefits payable for 
life. (Compensation limited to State's average weekly wage - maximum is 
100% of State's average weekly wage and minimum is 25% of maximum, not to 
exceed average weekly wage of injured employee.) 

Maximum compensation $74,500 (500 x $149) except where lifetime benefits payable. 

Cost of Living (COL) Supplements provided for total incapacity and d:::-endents 
of deceased for accidents occurring on or after 7-1-75. 

Second Injury Fund created effective 7-1-75. 

7-1-76 - Maximum weekly compensation benefit increased from $149 to $162 and minimum 
increased from $37.25 to $40.50. 

Maximum compensation $81,000 (500 x $162) except where lifetime benefits payable. 

COL Supplements for accidents occurring between 7-1-75 and 7-1-76 amounted 
to 7% of the award. 

Benefit for burial expenses increased from $800 to $1000 and reasonable 
transportation expense for the deceased, not to exceed $300, allowed. 

Payment of benefits allowed for severely marked disfigurement of any part 
of the body under Section 65�1-56 (cases in which incapacity deemed to 
continue for specified periods). 

Auxiliary and reserve police brought under the Act (Section 65.1-4.1). 

Respiratory disease, hypertension and heart disease suffered by law enforcement 
officers and firefighters, presumed to be occupational disease covered by the 
Act unless contrary be shown by competent evidence (5�ction 65.147.1). 

7-1-77 - Maximum weekly compensation benefit increased from $lf2 to $175 and minimum
increased from $40.50 to $43.75. 

Maximum compensation $87,500 (500 x $175) except where li.fetime benefits payable. 

COL Supplement for accidents occurring between 7-1-76 and 7-1-77 amounted to 
4.8% of the award. 

Time limitation as respects awards on change in condition was extc·:.:l,.,. fr,.:,, 
12 months to 24 months (Section 65.1-99). 

Members of State Police Officers Retirement System was added to the schedule 
of law enforcement officers for whom death or disabil:i. :.y cai..·�,!.l by hypcrtensic,n 
or heart disease presumed to be an occupational disea:;<! covered by the Act -
retroactive to 1-1-74 (Section 65.1-47.1). 

Uninsured Employers Fund created (Section 65.1-46 through 65.1-52). 
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SECTlON VI 1 (CONT.) 

7-1-78 - Maximum weekly compensation benefit increased from $175 to $187 and minimum
increased from $43.75 to $47.75. 

Maximum compensation $93,500 (500 x $187) except where lifetime benefits payable. 

COL Supplement for accidents occurring between 7-1-77 and 7-1-78 amounted 
to 6.8% of the award. 

Section 65.1-47.1 amended to require a preponderence of evidence to rebut 
the presumption as to death or disability from respiratory disease, hyperten
sion or heart disease. 

7-1-79 - Maximum weekly compensation benefit increased from $187 to $199 and minimum
increased from $46.75 to $49.75. 

Maximum compensation $99,500 (500 x $199) except where lifetime benefits payable. 

COL Supplement for accidents occurring between 7-1-78 and 7-1-79 amounted to 
9% of the award. 
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WllftKERS 1 COMPENSATION INJURY DESCRIPTION CODES 

DEPINITIONS1 I, TRAUMATIC INJURY 1 Injuries which are traceable to a definite accident during the F.mployee's presmt 
employment, 

II, 

IIIt 

OCCUPATIONAL DISEASE, Injury c�used by exposure to a dise11.se producing agent in the Workers' Ocoupatlonal 

CUMULATIVE INJURY, 

Environment. Injuries of this type are not traceable to a definite accident d.lring 
the Employee's past or present employment. 
Having occured from, or aggravated by, a repetitive employment related �ctivit,. 
Injuries or thia type are not traceable to a defjnite accident during the Employee•, 
past or present employment, 

�e• the appropriate combination of oodaa 
the primary cause or disability, 

(trom "P&rta or Body" and from "Natura or Specific Injur7") which beat daaoribaa 

PART OP BODY (First Two Digita) I 
I, HEAD III, (Continued) 

II. 

III, 

To.""" Multiple head InJurr 3(>, Finger(•) 
11. Skull ,1. Thumb 
12. Brdn
1,. Ear(a) 
14. Eye(s)
15. Nose
16, Teeth 
17. Mouth
18, Other Facial 

eort tieeue 
19. Facial Tieaue

NECIC

ZO:- Multiple Neok InJur,
21, Vertebrae 
22. Disc
2,. Spin�l Cord 
24. L11.rynx
25, Soft Tiaaue 
26. Trachea

UPPER EXTREMITIES 
:,o. Multiple Upper 

Extremitiea 
31. Upper.Anr. (ino.

Clavicle & SoaPllla) 
-,2. Elbow 
:,:, . Lower Arm 
:,4. Wrist 
:,5 Hand 

IV. TRUNK
4o."°"""Mul tiple Trunk
41, Upper Back Area

(Thoraoio Area) 
lf2, Low Back Area 

(incl. Lumbar & 
Lumbo-Saaral) 

1t,. Diec 
44. Chest (inol. Rib•

Sternum,& Sott 
Tissue) 

45. Sacrum a: Coooyx
46. Pelvie
47. Spinal Cord
48. Internal Organ,
1f9, Heart. 

V. LOWER
�Multiple Lower

Extremities 
51, Hip 
52. Thigh
53, Knee 
54, Lower Leg 
55, ·Ankle 
56, Foot 
57. Toe(,)

IV, MULTIPLE BODY PARTS 
90, Multiple Bod1 Parts 

---·-·--·-----------·---------

RATURE OF SPECIFIC INJURY (Laat Two Digite)I 
02. Amputation ,1. Hearing Losa {Trau- I 
o:,. Angina Peotoria {Pain- matio Only) 

I ful Condttion aaaooi- 32. Heat Poetration 
ated with Heart Diaeaee) :,4. Hernia 

04. Burn :,6. Infection 
07, Concussion J7, Inflamation 
10, Contusion 40. Laceration
1:,. Crushing 41. Myocardial In1'arotiot
16, Dieloc�tion (Heart Attack) 
19. Electric Shock 4J. PW1cture 
22. Enucleation {To remOTe 46. Rupture

Exs 'l\unor, Eye, eta, ) 47. Severenoe
25. Foreign B0d7 49, Sprain
28. Fracture a;.:. Strain
JO. Freezing 55, Vascular

58. Vision Loae

occur. OR CONl'AGIOUS DISEASE OR CUM. mJ. 
6000 Duet Diaeaae N,o.c. 6400 Dennatitia 

(All Other Pnewno- 6500 Mental Disorder 
conioaia) 6600 Radiation 

6o61 Asbestr,sie li7(\ · 1 � ."'!.1,1 ,., 
6o62 Black Lung 6Boo Loss or Hearing 
6o6' Byasinoaia 6900 Contagious D1aeaaea 
6o64 Silicoaia 70XX Cancer (Laat hra 
6100 Reapirator7 Diaordera digits from part of 

(Gasea, Fumea, Chemi- body chart) 
cala, eto.) Boxx All Other Cwnulative 

6200 Poiaoninl - Chemioal Inj. (Laet two dlgit• 
6:,oo Poiaonin1 - Metal from part ot bodr 

chart) 

---·---···--·· ---·---.. ---- . .  --······----- -----

'-------....-"·--------·----------------· .. --.--.. ----··---- ••• --.,.,,1, .... _ .... _.....-....,.. .. __ .......,. 



WORKERS' COMPENSATION LOSS COVERAGE COOES" 

Cmln� 11 - 7�,J mp i1S�1(fu�d :It; f,1ll11w•; t:o,h .. ,; JI :11 a,n ,t•;t.;11111,•,t whr.n ,,n enl91loyrP. fill'S a''"'" t, l:fo111011l1•r 
I. '1P!flllar r:ov,..,nne tn 1•1,1'-.f c;1•.,•c; tld� rorh• will l1fl n�;�ir111••1l 1111011 rrqio,tn11ion. II i� d1r1n1r11 

only ,1 rtu•u• i� !io1HU�li1flnn or ii li;1lultl\' Ovf'r m:t,nn or ,P 11 Wil� 
1•n•,111�n11o;ly r.ntled i15 lo l111wv nr Diist·il�J.! 

:,, !iuh•o�1,1ti<M1 • wl1Pn 11 ,� 1f••tf"lrn,ined lhill thPr11 ir; �11l,roq,ttm11. ch.1,,nr. ,·rnte hom Rcn11tnr 
Cuv••,.10•? to Suhrunntu:,n. 

:l, Linhilitv Over - ,f ., Li.ilulity Ovm a1:liun is '"'-"'!)ht umlPr tfu• Covfl•our H p•ovtsion, r.hm111r 
lhn r:t1fh� ,,om Rt"qular Cnvr.ril�f'! n, Suht1,un1ion lo lrnhifity Ovr.,. 

Do 11nt <.hr1n9f! th<! (:Oflr. IP ""'nul•n Coverng,1 rr.u.ilfllr�s of llw (111tn,mP nf the Suhroynlfon u, 
l iahilily Ovm 1rs11fl�. 

-

Basis of liability Nature of Injury Code 
- -

n.,,�,lnr r.over:111n It
Trn11m11tic Injury S,,l,.t•!l•llion 12 

li,•hilily Over 13 

R�rnlf;u Cove,n,1c 14 
Stair. An 01·cu1,c1ttonal Oisenso Suhrunalion 15 

l.111hilily Over 16 - -·-----·--·---·· -·--------
�_,lnr <.:ovcrnno 17 

C111nula1ive Injury Suh,oyatiou 18 
LI nhll lly Over 19 

�;ov•���� n nf 111,� Cumpr.n"intim Pohcy. - ---i-
Ba!li!I of li11bility 

EmployP.rs' li'lhility 

Nature of f.,jury C� 

Jr:tma,;lic lu1rnv JI 
�.,1,onal Di5t!m;11 J� 

Cumulntlve lniurv J_I_
Crnlr� tJf!low nre ass,,,,r,I v:hen lhu los!'=I fils thr. dP�r.111.,�1 hf!ut1fit. 
Whm, n,,1,licill>fo. thrsrs r.odr.s supercede 
Cuvf'raon Corin�. 

Description. 

i\1k11irr11ty 1!11111•11)5 Pnynhle 
r .l .L .i\. Bmmlits ""vnhlr, 
Joi,,I Covernu� fl;:,ims 
Uistrir.t or Cot"'nhin 
Benrlils Pnyilh!e 

��c:on<I 11.!J'��·L��1,1d ncimbursemenl 
_ Sn�evicr._ P,inl!!h_ Awarrl 
Sp<>dnl Olsnhllily Fond 

All olhfll 1wnvio1mfv nssi1-Jnr.1f 

J111isdiclioo 
(II n11plicablel Code

_..1.!_
�2 

. -�lifmnia � 
Miuyland 01 
Vlr!flnl" 

. _Ml_l_!Qesola 02 

-�!!w M<ixlco 0� 
New York --� 

---·---·--··------- ···--- Olsr,a"" loss Com1JP.ns111rd under Ill 
Renuta, Cnvmnuo 21 Penn. Ocr:111,-.11011 DiseasR ""' 

traumnllc Injury Suh11K111tlo11 22 Pr.,nnsylvRnl11 -·---

linbllily Ovet 23 
Blnclt lung benRllls p,,yahlo on a Non-Coal 

08 �- Mlnr., Classlllcalion 
tl.S.l. & RP.!J11lo1 Coverage 24 

U.W. Act Or.r.111iallon1tl Olsea,;e S11l•ogt1tif1II 25 Exernt1lar11 Dam-s O!J -

llablllly Over 28 Oil. Ga9. Mineral Stoto Acl IO 

Renulo, Cove,- 27 
OperRllons on or U.S.l. Act 

, ... ,.,. 
20 

---

Cumulatlve Injury Subrogalion 28 over wo1er VoluntBJy Comp. 30 

llnbtll ty Over 79 _Arlrnlralty 40 

'NOTI: In r.n'l•t<"t IW"o-1,,,,n , .. n ,nd,·innilv inv,,lvn� voc11tfnn,"1I u1h11h1Utn1lon c,,.,,,. ,-,nd rt!!'lntVtt"'-.the corl1• wtih:h ..,uuld 11lhn,.,..111e h:,vt, er,p91r,t !lhnU ,,,. ir;r:1t•;iot1l'!d hv fHtv nnd lhP. '"""11ltln11 rorl� !'lhilll M ,.,.i,o,t,ttf 
le.g. St,1IH Ar.1/J,,·mm.,-'A1ig 1.1l:u (.ovP.tnve/Voc:eUon11I IIF!lrnhilit:11100 U'!oP. rndl"I auI-. - --t.-'ITIA--UMA-T_I_r._. INJUR---T-,---1-n_J_t_,r_i_e_l!l_:h-i_c_h_a-re �:-c-e .. -:-::I::T:O::fi_n_i-te_a_c_c_i_de-nt durin-g-��-��.:.-e-'s p:.::- - �

employment. 
n. OCCUPATIONJ,L DISEASl!:1 In.Jury c-iuoed by expo11ure to a dhe:ise producing agent in the Workers' Oooupstional 

Envia::mment. Injuries of thie type are not traceable to " definite &oc1d•mt during 

II!t (1JMU1ATT.VE lNJURYt 

-··-·-·-- -- . ----------··-----

th9 F,mployee•e paet or pre11ent employmeot. 
f., dnp; oocured Crom, or aggravated by, a repetitive emploJnMtnt i·elate:1 activit1. 
InJurha ot thh trpe are not traoeable to a detini t. aooldent durin� t.h9 E>nplo7H I I 
oaat or oreeent emplo11119nt. 



MINl.JI'ES 

Workm:.:!n's Corrpensation Subccmnittec 
of the House Labor and Canrerce Comri.ttee 

August 23, 1979 
House Roan C - General Asserrbly Building 

10:00 a.m. 

Present 

tvilliam T. t'lilson 
Noman Sisiskv 
c.alvin G. Sanford 
Warren G. Stambaugh 
Ibbert E. Nashington 

Absent 

Richard R. G. Hobson 

Appendix A 

Sta£ f: C. Nilliam Crantre' , III, Hugh P. Fisher, III, and Anne M. Parks 

* * * * * * * * * * 

The �ting was called to order at 10:•)0 a.m. b:' the Chairnian, Delegate T-Iilson. 

After a few intrcx:luctory renarks, the Chainran recognized Mr. Janes Newman, 

Colll11.issioner of Insurance for the Cormonwealth, and requested that Mr. NeN!lian 

answer sorrc questions from t:J1e subcorrrnittee. 

In response to one question, "'tr. N� stated that he was not present during 

the recent workrrcn's carpcnsation rate hearing; but he said it was his understanding 

that the Attorney Geileral' s Office did not have a representative present during t.'1c 

hearing. 
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The ChaiIJMn replied that it is the su'bcrnmittee's feeling that there should 

be a reoresentative of the Attorney f',eneral' s Office present at all rate hearinos for 

tl1e purpose of reoresentina the interests of consur:-e:i:-s. Further, the Chainmn S.3.id t11:-.

h.1vim a reoresc.nb.tive of the .Z\ttomey O,._neral 's Office present during rate he2'.rings raic

m1ke such hearings m:,rc adversary in n.-1tun�. He requested that in the future, 

the Bureau of Insurance give direct not.ir.P- to the Attorney General's Office 

regarding the dates of workrren's conpensation rate hearings. 

Mr. Newman replied that he would see that direct notice regarding the dates 

of future rate hearings is carrnunicated to the Attorney General's Office. 

"Regarding another subject, itr. Newman stated that the Bureau of Insurance 

perfonns an in-depth study of all rate riJi�gs submitted bv the Virginia Canpensation 

.Rating Bureau. In particular, he said, the consulting _actuary of the Bureau of 

Insurance analyzes the rate filing and testifies during the rate hearing regarding 

his analysis and conclusions. 

The next speaker was �tr. AntJx:,ny Garril,-trdella, an Assistant Attorney General. 

�- Gambardella stated that often his office does not learn that a workrren's 

ca1pensation rate hearing is going to he held until thirty days prior to the 

hc2.dng date. Needless to say, he stateil, this does not give the Attorney 

General's Office much tin-e to prepare for the hearing. 

In respona) to a question fran the subcrnmi ttee, Mr. C',.::uruardella noted that 

tl,cre was a conscious decision by his office not to participate in the last 

rate hearing before the State Corooratinn <::arrnission. He held that two reasons 

for the decision not to participate are that the Attorney C',eneral's Office is 

presently SCJrt'C',vhat short of m:mp::::,wei:-, ann t'ie fact thut his office learned 

that theVirginia Manufocturers l\ssociution was going to represent the interests 

of the business camrunity at the hearing. F'urthcr, .Mr. Gambardella stated that 

he could assure the sulx.."(fflnittcc that in the future . his office would participate 
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in such hearings to the degree such participation is needed and to the extent 

his office is able to participate. 

The Chairmm res:p::mded by saying that the subcamtlttee believes that active 

participation by the Attorney General's Office will helo ensure that workm::!n's 

carpensation rate hearings are adversary in nature. The ChainMn then noted that 

the Attorney General's Office has the statutory duty to represent the interests 

of consurrers in rate hearings, and he s�i� tl-ie subcamri.ttee feels that the interests 

of consurrers should be represented at such hearings. 

The Olai.rman then stated that the next order of business would be presentations 

by representatives of the task force s11l-)c("JT1JT1ittees. 

The follCMing individuals proceeded to present the reports of their-respective 

subcamtl ttees: Mr. Harold Thornhill, chairman of the law and procedures subCOirr.1..1. ttce; 

�1r. Bernard Hulcher, chai.Il!Bil of the rate regulatory procedures subcorrrni ttee; 

Mr. T. L. Bondurant, vice-chairrrl:'1.11 of the data systems Sll.bcarrrri.ttee; and Mr. P. C. M. 

Butler, chairman of the standards of s�rvice subcamri.ttee. 

Copies of each task force subcamri.ttee report were given to the legislative 

subccmnittee rrembers. For any iegislative subcomnittee JTV2mber not in attendance 

at the rreetmg, enclosed i::; a copy of each subcar1nittee report. 

The next speaker was Mr. Charles Ja.i,es, Deµui..-r Co.,i�ssi:.,ner c:: :: . ..::: St..":.�� 

Industrial Camri.ssion. Mr. Jarres distributed-to each leqislative subcornnittee 

nember a copy of a re!?()rt concen1ing the data base which the Industrial Ccmnission 

is· developing. He then proceeded to surmiarize the rqx,rt. For any leqislative 

subcamrittce IlG!lber not in attendance at the meeting, enclosed is a copy of 

Mr. Jc1m2s' report. 

The Chairman requested thut 1vtr. Janes ircet with represcnt.i.ltivcs of the Burcuu 

of Insurance, the insurance industry, and the Medical Societv of Virginia and atlcrrpt 

to reach a oonscnsus rc-gurding what S!:c(?cific types of dat.i.l should be collected 
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and nuintained by the Industrial Carmission. Mr. Jarres replied that he would be 

glad to arrange such a ITCti.'lg. 

There b2inq no further business, thr� rrec:ting was adjourned. 

#
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APPENDIX C 

LAW AND PROCEDURES-SUBCOMMITI'EE 

Mr. H. V. Thornhill (Chairman) 
Claims Department 
Travelers Insurance Company 
P. 0. Box 26426
Richmond, VA 23261 Ph. (804) 353-9451 

Mr. D. E. Edwards (Vice Chairman) 
Insurance Company of North America 
1506 Willow Lawn Drive 
Richmond, VA 23�30 Ph. (804) 285-7492 

Mr. z. C. Dameron, Jr. &/or T. L. Wright 
Virginia Manufacturers Association 
P. O. Box 412 
Richmond, VA 23203 Ph. (804) 643-7489 

Mr. C. G. James 
Industrial Commission cf Virginia 
P. O. Box 1794 
Richmond, VA 23214 (804) 786-3623

Mr. J. M. Oakey, Jr. 
McGuire, Woods & Battle 
Ross Bldg., 801 E. Main St. 
Richmond, VA 23219 Ph. (804) 644-4131 

Mr. E. F. Johnson, Jr. 
Wells, Morano, Axselle, Johnson & Battle 
201 N. Blvd. 
Richmond, VA 23220 Ph. (804) 355-0691 

Mr. P. C. M. Butler 
Liberty Mutual Insurance Company 
P. o.. Box 8210
Richmond, VA 23226 Ph. (804) 285-7441 

**Mr. A. C. Goolsby, r� 
Hunton & Williams (Lu.w/ers) 
P. o. Box 1535
Richmond, VA 23212 Ph. (804) 788-8289 

'''**Hr. James E. McCaffe-..:: . 
Royal-Globe Companies 
101 Buford Rd. 
Rfrhmond, VA 23235 Ph. (804) 320-7800 

*Added at 4-27-79 meeting.

**Added 5-9-1'.J.

***Added 8-7-h 

Mr. G. L. Hazelwood, Jr. 
Bureau of Insurance 
P. o. Box 1157
Richmond, VA 23209 Ph. (804) 786-3666 

Mr. J. F. Carper 
Virginia State AFL - CIO 
3315 W. Broad St. 
Richmond, VA 23230 Ph. (804) 355-7444 

Mr. W. N. Gregory, Jr. 
Virginia Mutual Insurance Company 
4015 Fitzhugh Ave.

Richmond, VA 23230 Ph. (804) 358-6731 

Mr. J. B. Morton 
Shomo & Lineweaver Insurance Agency 
P. O. Box 929 
Harrisonburg, VA 22801 Ph. (703) 4·34-1301 

Mr. William E. O'Neill, Jr. 
Attorney-At-Law 
307 N. Washington St. 
Alexandria, VA 22314 Ph. (703) 836-5757 

Mr. Charles G. Avery, Jr. 
Avery Insurance Agency 
909 Mutual Bldg. 
Richmond, VA 23219 Ph.(804) 643-6777 

Mr. W. E. Hageman 
Employers Mutual Liab. Ins. Co. 
2000 Westwood Drive 
Wausau, WI 54401 Ph.(715) 842-6817 

*Mr. Paul G. Stickler
(Formerly of: Reynolds Metals Co.)
12 College Rd.
Richmond, VA 23229 Ph.(804) 288-1784 

***Mr. J. M. Stevenson 
Mutual Insurers, Inc. 
517 W. Grace St. 
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APPENDIX C 

RATE REGULATORY PROCEDURES SUBCOMMITTEE 

Mr. B. M. Hulcher (Chairman) 
(Formerly of: Southern States Coop.) 
2225 Brookwood Rd. 
Richmond, VA 23235 Ph. (804) 272-1382 

Mr. C. J. Cralle (Vice Chairman) 
Henderson & Phillips, Inc. 
P. o. Box 267
Norfolk, VA 23501 Ph. (804) 625-5353 

Mr. J. H. Cronly, Jr. 
Universal Leaf Tobacco Co., Inc. 
P. 0. Box 25099
Richmond, VA 23260 Ph. {804) 359-9311 

Mr. C. G. James 
Industrial Commission of Virginia 
P. 0, Box 1794
Richmond, VA 23214 Ph. (804) 786-3623 

Mr. G. L. Hazelwood, Jr. 
Bureau of Insurance 
P.O. Box 1157 
Richmond, VA 23209 Ph. (804) 786-3666 

Mr._ P. O. Presley 
Actuarial Consultant - Bureau of Insurance 
14 Pendleton Lane 
Londonderry, N.H. 03053 Ph. (603) 432-3376 

Mr. R. H. Kallop 
National Council on Compensation Insurance 
One Penn Plaza 
New York, N.Y. 10001 Ph. (212) 560-1064 
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Mr. Jeff Wells 
Hartford Accident & Indemnity Co. 
4914 Radford Ave. 
Richmond, VA 23230 Ph. (804) 358-0433 

Mr. Z. C. Dameron, Jr. 
Virginia Manufacturers Association 
P. O. Box 412 
Richmond, VA 23203 Ph.(804) 543-7489 

Mr. F. H. Codding 
Attorney-At-Law 
P. O. Box 225 
Fairfax, VA 22030 Ph.(703) 591-1870 

Mr. Tho�11is J.i.ncks, Jr. 

Maryland Casualty Company 
6606 West Broad St. 
Richmond, VA 23230 Ph.(80�) 288-7213 

Mr. J. F. Carper 
Virginia State AFL - CIO 
3315 W. Broad St. 
Richmond, VA 23230 Ph.(804) 355-7444 

Mr. Donald W. Satterfield 
Lumbermens Mutual Casualty Comp�ny 
Long Grove, IL 60049 Ph. (312) 540-2424 

Mr. M. D. Richardson 
Travelers Insurance Company 
P. O. Box 26426 
Richmond, VA 23261 Ph. (804) 353-9451 



APPENDIX C 

STANDARDS OF SERVICE SUBCOMMITTEE 

Mr. P. C. M. Butler (Chairman) 
Liberty Mutual Insurance Company 
P. O. Box 8210 
Richmond, VA 23226 Ph. (804) 285-7441 

Mr. E. J. Michael (Vice Chairman) 
Bureau of Insurance 
P. O. Box 1157 
Richmond, VA 23209 Ph. (804) 786-3666 

Mr. Grayson Kirtland 
(Formerly of: A. H. Robins Co.) 
15 Glenbrooke Circle, West 
Richmond, VA 23229 Ph. (804) 288-3666 

Mr. L. W. Hiner 
Industrial Commis.sion of Virginia 
P. O. Box 1794 
Richmond, VA 23214 Ph. (804) 786-3647 

• Norman R. Fontaine
American Mutual Liability Insurance Co. 
Wakefield, MA 01880 Ph. (617) 245-6000 

Mr. John Newby 
CoDDD.ercial Risk Consultants 
P. O. Box 606 
Hampton, VA 23669 Ph. (804) 851-5854 

*Added at 4-27-79 meeting.

**Added 5.:.8-79 

***Added 6-25-79 

Mr. D. E, Edwards 
Insurance Company of North America 
1506 Willow Lawn.Drive 
Richmond, VA 23230 Ph. (804) 285-7492 

Mr. J. B. Boehling, Jr. 
Travelers Insurance Company 
P. O. Box 26426 
Richmond, VA 23261 Ph. (804) 353-9451 

Mr. E. Earl Bishop 
Early Settlers Insurance Company 
P.O. Box 27552 
Richmond, VA 23261 Ph. (804) 788-1234 

*Mr. T. G. Offterdinger
Lynchburg Foundry Co. (Div. of Mead Corp.)
Drawer 4li
Lynchburg, VA 24505 Ph. (804) 528-8200

*Mr. Paul G. Stickler
(Formerly of: Reynold Metals Co.)
12 College Rd.
Richmond, VA 23229 Ph, (804) 288-1784 

** Mr. Roland B. Chandler 
(Formerly of: Travelers Insurance Co.) 
3101 Abelia Road 
Richmond, VA 23228 Ph� (804) 266-4661 

*** Mr. James M. Stevenson 
Mutual Insurers, Inc. 
517 W. Grace St. 
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DATA SYSTEMS SUBCOMMITTEE 

Mr. G. J. Hutchinson (Chairman) 
Liberty Mutual Insurance Company 
175 Berkeley Street 
Boston,MA 02117 Ph. (617) 357-9500 Ext. 3492 

Mr. T. L. Bondurant (Vice Chairman) 
Aetna Casualty & Surety Company 
P. O. Box 26283 
Richmond, VA 23260 Ph. (804) 257-5211 

Mr. R. H. Kallop 
National Council on Compens2tion Insurance 
One Penn Plaza 
New York, N.Y. 10001 Ph. (212) 560-1064 

Mr. C. G. James 
Industrial Conm1ission of Virginia . 
P. O. Box 1794 
Richmond, VA 23214 Ph. (804) 786-3623 

Mr. G. L. Hazelwood, Jr. 
Bureau of Insurance 
P. O. Box 1157 
Richmond, VA 23209 ·Ph. (804) 786-3666

Mr. C. S. Metzner 
Aetna Casualty & Surety Company 
151 Farmington Ave. 
Hartford, CT 06115 Ph. (203) 273-0123 

Mr. P. o. Presley 
Bureau of Insurance (Act. Consultant) 
14 Pendleton Lane 
Londonderry, N.H. 03053 Ph. (603) 432-3376 

Mr. L. R. Lyman 
Travelers Insurance Company 
One Tower Square 
Hartford, CT 06115 Ph. (203) 277-3176 
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CALL FOR DETAILED CLAIM INFORMATION 
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NATIONAL COUNCIL ON COMPENSATION INSURANCE 

SECTIOO I 

CALL FOR DETAILED CLAIM INFORMATION 

SEMINAR 

February 26 - 28, 1979 - Atlanta Hilton Hotel - Atlanta, Georgia 

First Day - Monday, February 26, 1979 

5:30 - 6:30 P.M. 

6:30 - 7:30 P.M. 

Registration 

Reception 

Second Day - Tuesday, February 27, 1979 

7:30 - 8:30 A.M. 

8:30 - 9:00 

9:00 - 9:30 

9:30 - 10:00 

10:00 - 10:20 

10:20 - 11:20 

Registration 

Introduction 

Speakers 

Mr. George F. Real!, President, 
National Council on Compensation Insurance 

Mr. Paul J. Scheel, Executive Vice President, 
United States Fidelity and Guaranty Company 

Overview of Data Elements 

Mr. J. J. Holland, Director-Product Management Division, 
Travelers Insurance Company 

Sampling 

Mr. Yakov Avichai, Director-Property & Liab.PricingResearch, 
CNA Insurance 

Coffee Break 

Identification & Explanation of Data Elements 

Mr. Thomas D. Steele, Statistical Manager, 
Employers Insurance of Wausau 

Mr. George W. Walley, Home Off. Claims-Field Operations 
Liberty Mutual Insurance Company 
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Second Day - Tuesday, February 27, 1979 (Cont'd.) 

11: 20 - 11 : 40 

11 :40 - 12:00 

12:15 - 1:30. 

1:30 - 2:30 

2:30 - 2:45 

2:45 - 3:45 

Methods of Reporting Data 

Mr. L. Richard Lyman, Assoc. Director of Loss Accounting 
and Experience - Conunercial Lines, 
Travelers Insurance Company 

Ms. Lisa Braun, Senior Statistical Plans Analyst, 
Liberty Mutual Insurance Company 

Data Utilization 

Mr. Barry Llewellyn, Supervising Analyst-Actuarial Research 
National Council on Compensation Insurance 

Lunch 

Small Group Discussions 

Data Elements 
Sampling Techniques and Controls 
Utilization 

Coffee Break

Small Group Discussions 

Data Elements 
Sampling Techniques and Controls 
Utilization 

Third Day - Wednesday, February 28, 1979 

8:30 A.M.-12:30 P.M. Individual Company Conferences 

(To Be Specifically Scheduled) 
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CALL FOR DETAILED CLAIM INFORMATION 

1. Scope of The Plan. This plan contains the necessary instruc-
tions for the reporting of experience on the direct business written by 
the carrier for workers' compensation, voluntary compensation and employers' 
liability i�surance in all jurisdictions in the United States where the 
Call for Detailed Claim Information has been implemented. 

2. Recording of Statistics. Carriers may use any method for the 
internal recording of statistics, including any type of record format con
venient to their statistical or account procedures, and codes other than 
those set forth in this plan, provided only that statistics can be reported 
by the carrier within the required time using the codes and record format 
provided in this plan. 

3. Preparation and Completion of Reports of Statistics.

a. The reports of losses and allocated loss adjustment expenses,
where required, must be reported in ti1e record formats con:
tained in this plan.

b. The filing of statistics shall be accompanied by trans
mittal letters showing summary totals in accordance with
the instructions recited in the Calls for Experience.
The summary totals reported must be in agreement with the
individual claim records of the company for the period
covered.

c. Prior to submission of statistics the carrier shall make
an audit of the statistics being reported to detect and cor
rect any errors in the assignment of statistical codes con
tained in the coding sections of this plan.

d. The carriers shall refer to the Reporting Details and Data
Elements for further details on reporting.

e. All fields shall be right-justified with leading positions
and empty fields left blank.

f. State of jurisdiction will be the criterion used for in
clusion in the universe of claims for sampling in the
designated state.

4. Revisions To Plan. In the absence of supplementary instruc-
tions, these pages are applicable to selected loss transactions with re
corded dates on or after the date indicated in the lower right corner of 
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the reprinted pages. (Changes will be highlighted by an asterisk(*) 
in the margin. ) 

5. Reinsurance. Tile statistics are to be reported for direct 
business only. Tilerefore, the reports of statistics shall not include 
losses paid to other carriers on account of reinsurance assumed by the 
reporting carrier; nor, shall any deductions be made by the reporting 
carrier for losses recovered from other carriers on account of reinsurance 
ceded. 

6. Reporting of Losses. Losses should be reported using the fol
lowing as guidelines to determining the data required: 

* 

7. 

a. Claims selected for sampling having a paid or reserve
amount for indemnity should be reported. Tile amounts re
ported shall be your company's liability and shall be re
ported to the nearest whole dollar. DO NOT REPORT CENTS.

b. When a medical only claim becomes a claim with an indem
nity amount it will be treated as if it were a newly
arising indemnity claim with prior medical payments in
cluded.

c. Each claim in the sample shall be reported to the National
Council at six, eighteen, thirty and forty-two months
after the month and year the claim was recorded with the
carrier. These reports are due sixty days after the end
of the month of evaluation (e.g. April, 1979 claims are
due no later tqan December 31, 1979 for six month reports).
Claims which close prior to the six month valuation, or
between normal valuations may be reported upon closure
or at the next normal valuation time, at the option of
the carrier.

d. Losses will be reported showing a split between indemnity,
vocational rehabilitation, medical, attorney and allocated
expense.

e. When a claim which has already been reported to the
National Council has been closed and reopened, the claim
should be re-reported at the next regular interval.

Reporting Details and Data Elements. 

A. COMMON INFORMATION

1. CARRIER CODE - Specific five-digit codes were provided
i� our letter of February 13, 1979. 

A five-digit company number to identify the insurance 
organization providing coverage. It is obtained from 
the National Council on Compensation Insurance or the 
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Independent Bureau and varies by state for a few 
jurisdictions. Presently.the carriers may be using 
their three digit codes on unit reporting. For this 
call the new five digit code must be used. 

2. POLICY NUMBER

The unique identifying number assigned to each sepa
rate insurance contract written. 

3. CLAIM NUMBER

This is the unique number assigned by the carrier to 
identify payments and/or reserve for payment to the 
injured party or his dependents for a loss under the 
terms of the workers' compensation policy. 

4. REPORT TYPE

A code indicating whether the report to the National 
Council is at six months, eighteen months, thirty 
months or forty-two months after the month and year 
the claim was recorded by the carrier. If a closed 
claim is reported prior to a regular interval it 
should be assigned the code of that interval. Use 
following codes: 

Six 
Eighteen 
Thirty 
Forty-Two 

Months -
Months -
Months -
Months -

5. TRANSACTION CODE

l 

2 

3 

4 

A code indicating whether the record is an original or 
revised report for the report type indicated. Use 
following codes: 

Original Reporting l 
Revised Reporting - 2 

B. CLAIMANT DESCRIPTION

6. POLICY EFFECTIVE DATE (MMDDYY)

The effective date must match that shown on the policy
declaration or endorsements attached thereto. In the
case of an interstate policy endorsed after its effec
tive date to provide coverage for an additional state,
the effective date shown for the claim shall be the
effective date of the policy.
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7. EMPLOYEE SOCIAL SECURITY NUMBER

Identifying number assigned by the Social Security
Administration to each individual. Report only if
furnished.

8. DATE OF INJURY (MMDDYY)

Occurrence date of injury or disease. If the exact
date is not known, the best estimate should be used.
This is the date on which the claimant sustained his
injury or, in the case of an occupational disease or
cumulative injury, it is the last day claimant worked
without the disability or the last day of coverage,
whichever is earlier.

9. DATE REPORTED (MMYY)

The month and year the claim was recorded by the
carrier.

10. STATE OF ACCIDENT - Refer to Unit Statistical Plan for

codes. 

The state in which the claimant sustained injury or 
contracted disease. 

11. STATE OF JURISDICTION - Refer to Unit Statistical
Plan for codes. 

The state whose benefits are being paid (under whose 
jurisdiction claim falls). Use Code 98 for non-state 
jurisdictions. 

12. CLASS CODE

The class code used should be the same as that used
for unit statistical plan reporting.

13. INJURY DESCRIPTION CODE - See Section IX

14. LOSS COVERAGE CODE - Refer to Unit Statistical Plan
for codes. 

A code assigned to each claim to indicate the basis 
of liability under various types of laws, classify 
the accident into three main types of occurrences 
(Traumatic, 0.0., and Cumulative Injury), and further 
classify accidents as to type of legal ac�ions or ju

risdictions. The code should be determined when claims 
are recorded, if possible, or from information in the 
claim file as developments occur. As the claim matures, 
this code may change. 
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15. AGE AT DATE OF INJURY

This is the actual age of the injured worker at the
time of injury. For cumulative injury, use age at
time claim is reported.

16. SEX

Indicator of whether the injured worker is male,
female or unknown. Use following codes:

Male 1 
Female 2 
Unknown - 3 

17. MARITAL STATUS

An indicator of marital status, as of the date of the
accident, of the injured worker: single, widowed or
divorced, whether married, separated or unknown. Use
following codes:

Single, Widowed or Divorced - 1 
Married 2 
Separated 3 
Unknown 4 

18. EMPLOYMENT·STATUS WHEN CLAIM REPORTED

This indicates whether the injured worker is a regu
lar employee, retired employee, employee on strike,
unemployed (due to plant shutdown), or former employee
(all other) as of the date of recording the claim.
Use following codes:

Regular Employee 
Unemployed Due to 
Unemployed 
Employee on Strike 
Disabled Employee 
Retired Employee 
Fonner Employee -
Unknown 

- 1
Plant Shutdown - 2 

- 3
- 4

- 5

- 6

All Other - 7
- 8

19. PRE-INJURY WAGE (AVERAGE WEEKLY WAGE)

The average weekly wage of the injured or deceased
worker as determined by the applicable state law which
the benefit level i5 ba5ed un.
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20. METHOD OF DETERMINING PRE-INJURY WAGE

Indicate the method used to determine the pre-injury
wage as follows:

Actual Wage - 1 

21. STATUS

Estimated Wage - 2 
Wage Required for Minimum Weekly Benefit - 3 
Wage Required for Maximum Weekly Benefit - 4

Status of claim at time of reporting, whether claim
is open and not resolved, open and resolved, or
closed. Use following codes:

Claim Open and Not Resolved - 1 
Claim Open and Resolved - 2 
Claim Closed - 3 

A "resolved" claim is any case where an agreement be
tween the parties has been reached, or where an award 
or judgement has been entered, reciting the specific 
terms of future payments. The incu?Ted value of that 
claim is equal to the anticipated future payments so 
ordered or agreed to, plus the amount paid to date. 

A "resolved" claim refers only to indemnity payments. 

22. DATE RESOLVED (MMDDYY)

Enter the date that the claim was resolved, where
applicable.

23. REOPENED INDICATOR

Use following codes:

Yes - l
� - 2

Initially Recorded Medical Only - 3 

Code "3" is to be used for the initial reporting of a 
claim which has developed indemnity costs subsequent 
to the six month reporting interval. 

C. INDEMNITY BENEFITS AND PAYMENTS (EXCLUDING VOCATIONAL RE
HABILITATION) 

24. INCURRED DURATION OF BENEFITS (TEMPORARY TOTAL)

The period of time during which there are temporary
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total disability amounts payable, until the worker has 
a change in status. Such �uration shall include weeks 
paid to date plus weeks for anticipated future payments. 
The change could be a return to work or until his con
dition becomes stationary or permanent. Various state 
laws have specified healing periods or a specific a
mount of temporary total payable is indicated. Report 
to the nearest whole week. 

25. TEMPORARY TOTAL INCOME BENEFITS INCURRED

The temporary total disability benefits paid to date
plus anticipated future payments for the claim.

*26. TYPE OF BENEFITS

* 

Type of benefits other than or in addition to temporary 
total benefits, whether only temporary total benefits 
paid or anticipated, permanent partial - scheduled, per
manent partial - nonscheduled, temporary partial, per
manent total or fatal. Use following codes: 

Only Temporary Total l 
Permanent Total (With or Without Temporary 

Total Benefits) 2 
Permanent Partial Scheduled (With or With-

out Temporary Total Benefits) 3 
Permanent Partial Nonscheduled (With or 

Without Temporary Total Benefits) 4 
Temporary Partial 5 
Death (With or Without Temporary Total 

Bendfits) 6 
Other (Including Combinations of the above)- 7 

*27. LATEST WEEKLY BENEFIT

The latest weekly benefit payable. 

28. INCURRED DURATION OF BENEFITS (OTHER THAN TEMPORARY
TOTAL) 

The number of weeks of benefits other than or in addi
tion to temporary total benefits paid to date plus 
anticipated, based on schedule information where appli
cable. Life time cases should be coded "9999." 

29. TOTAL INCURRED OTHER THAN TEMPORARY TOTAL BENEFITS

The incurred disability benefits (paid to date plus
anticipated future payments) for the claim other than
those incurred for temporary total disability.
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30. OTHER INDEMNITY BENEFITS INCURRED

The total amount of miscellaneous indemnity benefits
(paid to date plus anticipated future payments) such
as payments to Second Injury Fund, Burial Allowance,
etc. Exclude amounts reported under items 25 and 29
above.

31. TOTAL INDEMNITY BENEFITS PAID

The total amount of indemnity benefits paid to date.
Exclude amounts for vocational rehabilitation or
allocated loss expense.

D. VOCATIONAL REHABILITATION BENEFITS

Separate as follows:

32. TOTAL VOCATIONAL REHABILITATION COSTS INCURRED

Report the total of all vocational rehabilitation
costs incurred, (paid to date plus anticipated future
payments), whether or not the separate costs in (34),
(35) and (36) are reported.

33. TOTAL VOCATIONAL REHABILITATION COSTS PAID

Report the total of all vocational rehabilitation
costs paid to date.

34. VOCATIONAL REHABILITATION EVALUATION EXPENSE

All expenses incurred in testing and evaluating the
�laimant's ability, aptitude, or attitude in determin
ing suitability for vocational rehabilitation or
placement.

35. VOCATIONAL REHABILITATION INCURRED INDEMNITY

The temporary disability indemnity incurred (paid to
date plus anticipated future benefits) as a mainte
nance benefit while the claimant is participating in
a vocational rehabilitation program.

36. VOCATIONAL REHABILITATION EDUCATIONAL EXPENSES(INCURRED)

Direct training costs including, but not limited to, tu
ition, books, tools, transportation and additional liv
ing expense.
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E. MEDICAL BENEFITS

37. PAID TO DATE HOSPITAL COSTS

Benefits paid to date for services billed by a hos
pital. Include the costs of both in-patient and
out-patient services.

38. PAID TO DATE MEDICAL COSTS

Report the costs of all medical services other than
those billed by a hospital. Report the total amount
paid to date.

39. TOTAL INCURRED MEDICAL COSTS

Report the total incurred cost (paid to date plus
anticipated future payments) of all medical benefits.

40. NUMBER OF DAYS CONFINED IN THE HOSPITAL - TO DATE

The actual number of days to date for which an in
patient charge is made in the hospital bill.

41. NUMBER OF DOCTOR VISITS - TO DATE

The total number of visits to date to the doctor by
the injured person, excluding visits while an admit
ted patient in a hospital.

F. CLAIM ADMINISTRATION DETAILS

42. APPORTIONMENT BETWEEN CARRIERS

Indicate if there has been a distribution of the cost
of a claim between two or more insurers. This is
usually determined by action of the appropriate board.
The amounts reported as indemnity and medical bene
fits should be your company's liability. Use follow
ing codes:

Yes 1 
No 2 

43. APPORTIONMENT FOR PRE-EXISTING CONDITIONS

Indicate if there has been an apportionment for pre
existing conditions. Use following codes:

Yes I 
No 2 
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44. CLAIMANT'S ATTORNEY OR AUTHORIZED REPRESENTATIVE

Was the claimant represented.

Yes l 
No 2 

45. CLAIMANTS' ATTORNEY FEES INCLUDED IN AWARD

46. CLAIMANTS' ATTORNEY FEES IN ADDITION TO AWARD

47. CONTROVERTED CLAIM

Disputed or contested for compensation and/or disa
bility by the insurer. Use following codes:

Was Claim Controverted 

No 1 
Compensability 2 

Disability 3 
Multiple Reasons - 4

48. METiiOD OF DISPOSITION

* 

The manner in which a claim is settled; agreement,
award to employee, award to employer, withdrawal of
controversy by insurer, or withdrawal of claim by
claimant. Use following codes:

Method of Disposition 

Closed by Agreement l 
Withdrawal of Claim by Claimant 2 
Withdrawal of Controversy by Insurer - 3 
Award for Employee 4 

Award for Carrier (insurer) 5 
�� 6 

49. METHOD OF PAYMENT

* 

The means of payment used for claimant's indemnity;
periodic payments, lump sum payments, or both. Use
following codes:

Method of Payment 

Lump Sum - l
Periodic 2 
Both 3 
None 4 
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50. SUBROGATION ACTION

The right of the insurance· company to recover from a
third party the amount paid or a portion of that a
mount, sometimes through poiicies for coverages such
as automobile, products liability, or other. Indi
cate whether steps have been taken by the carrier to
effect a subrogation recovery.

A. PRODUCT LIABILITY SUBROGATION

1. Use following codes:

Yes 1 
No 2 

B. AUTOMOBILE LIABILITY SUBROGATION

1. Use following codes:

Yes 1· 
No 2 

C. OTHER SUBROGATION

1. Use following codes:

Yes 1 
No 2 

51. ALLOCATED LOSS EXPENSE (PAID)

Represents the expense of a carrier which can be di
rectly allocated to a particular claim such as:

a. Attorneys' fees for claim in suit

b. Court and other specific items of expense such as:

Medical examination to determine the extent of 
company's liability 

Expert medical or other testimony 
Laboratory and x-ray 
Autopsy 
Stenographic 
Witnesses and summonses 
Copies of documents 
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The following shall not be included as allocated 
loss expenses: 

c. Salaries and traveling expenses of company
employees

d. Overhead

e. Adjusters' fees

52. DATE OF CLOSING (MMDDYY)
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CALL FOR DETAILED CLAIM INFORMATION 

CLAIM SELECTION FOR SAMPLING 

The present Call is designed to achieve a representative random 
sample of all indemnity claims from all selected carriers in each of the 
twelve states. The sampling ratio varies from state in order to assure a 
minimum of one thousand permanent partial claims in each state. This num
ber of claims is required to provide the accuracy of the results needed 
for data analysis. 

While scientific sampling is a most powerful tool in reducing 
the costs of collecting information (the present Call is based upon less 
than fifteen percent of all claims that would otherwise be required), it 
is important to recognize that such savings can be realized only if the 
drawing of the sample is performed in the most accurate fashion possible. 
In particular, in order to assure reliable and representative results, it 
is imperative that each carrier: (1) follows the definitions closely and 
supplies accurate information in all applicable categories, (2) files the 
required proportion of claims from each state according to the specified 
sampling ratio. The number of claims that each carrier is expected to 
file is given only for illustrative purposes - it is the proportion of 
all claims during each period of time that the carrier is responsible for 
in this Call. Also, since the sample is designed to provide continuous 
information and since different segments of time will be used in the anal
usis, the sampling procedure has to be a continuous one and must continue 
uniformly throughout the year (3) the sample must be randomly selected if 
it is to be of value at all. 

A simple random sample is by definition a sample in which each 
individual claim has an equal probability of entering the sample. Any 
violation of this rule will automatically resulL in an unrepresentative 
sample of questionable utility. While there is no such thing as a perfect
ly representative sample, it is of utmost importance to achieve as repre
sentative a sample as possible. The two major areas of concern that need 
to be watched especially are: (1) the sample frame - the universe of all 
indemnity claims must be as complete as possible. Stated differently - in 
order for each claim to have the same probability of ending up in the 
sample, it must first of all be identified as such. This means that in 
the screening stage care should be exercised to assure that no indemnity 
claim is left out as a potential candidate for the sample. Claims that 
start off as medical only claims and are later recognized to be indemnity 
claims should be automatically included along with the regular indemnity 
c:lairnc; an.-l thu,; becom,:, c::mdidat,:,,; fnr c;:::impl ing at the earliest possible mo
ment. Similarly, any systematic exclusion should be carefully watched as 
it might seriously impair the resulting sample. A long remembered lesson 
regarding the error introduced by a systematic exclusion of part of the 
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sampling universe is served by the 1936 Literary Digest Election Poll that 
errored by 19% predicting Roosevelt's vote. (2) Once the mechanism that 
assures that each claim can potentially enter the sample is established, 
the actual drawing of the sample has to be done in such a way that no 
error is created in the process of selecting the sample itself. This is 
achieved by a random selection of claims designed especially for this pur
pose. While it is not difficult to exemplify possible departures from a 
random selection, and some may be very subtle indeed, the only way to make 
sure the selection is random is to design it as such. 

Because of the central role played by the selection process in 
this Call and the need to positively document the randomness of such a 
selection, the following steps are taken: 

1. Since the method by which a random sample is drawn is
strongly dependent on the way in which the indemnity claims
are identified and this in turn is a function of the par
ticular record-keeping methods of the carrier, no efficient
universal method of sampling can be devised.

2. Carriers are encouraged to devise their own method of se
lecting the random sample, consistent with their particular
circumstances: Such a method may or may not employ a com
puterized system. In both �ases, it is necessary that the
carrier file with the National Council a statement document
ing the selection process and receive prior approval to use
it after it was verified bv the National Council that it
indeed produc�s a random sample.

3. Carriers that choose to .may have the sample drawn for them
by the National Council. That would entail sending to the
National Council, on a monthly basis, th� claim numbers of
all indemnity claims received during the month. The
National Council will promptly send back to the carrier the
claim numbers selected for the sample.

4. The following is a procedure devised to achieve a random
sample in each of the states: (a) Number all indemnity
claims in the state in the order reported, (b) Any claim
later identified to be an indemnity claim is assigned a
sequential number in the prior list as soon as it is so
identified, (c) From this universe the claims that enter
the sample are selected. The chart below shows the states
to be sampled, the $ampling ratio, and the key numbers
that were randomly selected. If the key number(s) are one
digit, all claims ending in those digits should be in the
sample and if the key numbers are two digits, all claims
endin£ in those two diEits should be in the sample.
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Sampling 
State Ratio 

Connecticut .30 

Florida .10 

Georgia .30 

Illinois .OS 

Kentucky .40 

Massachusetts .15 

Michigan .20 

Minnesota .30 

New York .OS 

Pennsylvania .15 

Virginia .40 

Wisconsin .30 

Key Numbers 

l, 7, 8 

6 

I, 7, 8 

12, 31, 59, 67, 82 

I, 2, 6, 9 

04, 15, 16, 25, 32, 34, 45, 46, 

58, 61, 70, 76, 82, 93, 98 

2, 8 

1, 7, 8 

12, 31, 59, 67, 82 

04, 15, 16, 25, 32, 34, 45, 46, 

58, 61, 70, 76, 82, 93, 98 

I, 
" 6, 9 -, 

, 7, 8 ,. ,

(d) Carriers that choose to use this method are not exempt
from filing the documentation referred to in (2) above.
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POLICYHOLDER NAME 

..t.'MOH INFORMATION 
INSURER: 

3. CLAIM NUMIUI 

CLAIMANT DESCRIPTION 

National Counci I 

On Compensation Insurance 

CALL FOR 

DET.AIL Cl.MM INFORMATION 

• CAIIIIIEII CODE 

[IJ 6 Months 

QI 18 Months 

[!] 30 Months 

W 42 Months 

• POLICY NUMBER 

• TRANSACTION CODE ( - ck elow) 

� Original Reporting 

CiJ Reviaed Reporting 

• POLICY EFF'. DATE • EMPLOYEE SOC. SEC. NO. I. DATE '6 INJUIIY • CLASS COOE 

.. o. DAV 

Mole 

Female 

\'EAII 

Unlcnown m 

'2 

Sin9I• or Divorced 
or Widowed 

Married 

!}J Seporat•d 

r;J Unknown 
,a. EMPLOYMENT STATUS WHEN CLAIM REPORTED (Check B,low) • PIIEINJUIIY WA&E 

(Avg. Ww,kl11 Wap) 

'11 Ro9ulor Employ•• (I] Un-,loyecl l1J Disoltled Employ•• [!.J Former Employee-All Other 

11.J Unemployed Due to Plant Shutclown [!] Employee on Strike [!] Retirocl Employff [!] Unknown 

ZO. METHOD DF DETERMINING PIIE INJUIIY WAH (Clwck Bdlow) 
t I Actual Wan• fil Woge required for Minimuffl 

• _ Weekly Benefit 

2 � Woge required for Maximum 
-• Estimated Woge t..=... Weekly Benefit 

ZI. STATUS (Check &low) 

[D Claim Open and not Resolvecl 

[!'. Claim o,en and RHolved 

[!] Cloin, CloHd 

Z2. DA TE RESOLVED 

MD. DAY YEAR 

Z3. REOPENED INDICATOR 
(Check 8dluw/ 

[D Yes � No 
1J Initially Recorded 

as Medical Onl)' 

INDEMNITY BENEFITS & PAYMENTS (Exclucli119 Vocati-1 Rahabilitati•) (Exp,e,s in Whole Weelcs and Whole Dollars) 
INCURRED DURATION 
OF BENEFITS 
(TEMPORARY TOTAL) 
(Wl!'eok.s) 

25. TEMPOIIAIIY TOTAL INCOME 26. TYPE OF BENEFITS (Ch•c B•low) 
IENEl"ITS INCURRED 

,,-
[D Only Temporary Total 

r:il Permartant Totol (with or 

f'7l Pennanenr Partial Non•scheclulecl 
� (with or without Temp. Total Ben•fit1) 

[!J Temporary Partial 
� without T-p. Tatol Benefits) 
r., P .. 111on-t Partial Scheduled (with 
L!J or without Temp. Total Benefits) 

[!] Death (with or without Temp. Totol Benef;u) 

� Other(including combinatio,1 of the Above) 

29. TOTAL INCURRED OTIIEII 
THAN TEMPOIIAIIY TOTAL 
IENEl"ITS 

30. DTHEII INDEMNITY 31. TOTAL INOEMNITY , 
IENEFITS INCURRED BIENEFITS PAID 

VOCATIONAL RSfABIUTA TIOH BENEFITS (Express in Whale Dollars) 
TOTAL VOCATIONAL 111:£1,tA81LITATIOH COSTS 34. VOCATIONAL IIEHAI. 35. VOCATIONAL RENAi. 36. VOCATIONAL REHAB. EDUCATIONAL 

EXPENSES ( INCUllll!DI 
lZ. INCURRED 33. 

CLAIM ADMINISTRATION DET.AILS 

PAID 
EVALUATION EXPENSE 
INCURRED 

INCUIIIIED INDEMNITY 

39. TOTAL INCURRED MEDICAL COSTS 40. NUMIEII OF DAYS 
CONFINED IN HOSPITAL 
-TO DATE 

4Z. APPORTIONMENT BETWEEN 
CARRIERS IC",,,,clc Be !aw; 

U. APPORTIONMENT FOR PIIE• 4'. CLAIMANT'S ATT'Y. OR AUTHORIZ• 45. AMOUNT OF CLAIMANT'S 
EXISTIN& CONDITIONS ED IIEl'IIESENTATIVE ATT'Y FEES INCL. IN 

46. AMOUNT OF CLAIMANT.$ 
ATT'Y FEU IN ADDITION 
TD AWAIID (Clwd Below) fC/wck Below) AWAIID 

T Y  .. '.IJ No 
47. CONTROVERTED CLAIM (Check B,low) 

T No fl: Dioability 

W Na [] YH /1J No 
41. MITMOD OF DISPOSITION (C1wck B•lfJUI/ 

rf1 Closocl By Agre-ent 

"fi Componulii Ii ty '4"". Multiple Reo1on1 

:!J Withclrawal of Cloi111 by Claimant 

1'1 Withdrawal of Controversy by Insurer 

I I I I I 

i!J Award f•r E111,lay•• 

L!) Awa,G for Carrier 

� None 

I I I I I
49. METHOD OF PAYMENT 

rr.-,.,,,k e,1,,w) 

f'i1 t::P � Both 

fil Pe,,iadic [1j Non• 

PRODUCT LIAIILITY 
SU8ROGATION fC!irclo Bel<10JJ 

!It.I . .A.UTo .... 0•11..c t..lA.81&,.ITY 
SUIRDGATIDN ICh,clc B,luw) 

G. OT'HCft a"Oft'linlRTIQII ::1:.. -.��gi;,11,r1,g L.O�li 
EX,ENSE ( Pa.id/ 

� .... 1u,n; OF CLOSING 

I Yes T: No 

C•ll!MO NEW Z•79 PRINTl!D IN U.S.A. 

Lt] No 

(Ch,c!, B•low/ 

[] r .. II] No 
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SECTION VI 

CALL FOR DETAILED CLAIM INFORMATION 

METHOD OF TRANSMITTAL 

Transmission of Data can be either manual or on magnetic tape 
according to the specifications of the Call for Detailed Claim Information. 

DATE OF VALUATION AND FILING 

The first report of Claim Data shall be completed at six months 
after the claim was reported with the carrier or at the time of closing 
if prior to six months. Subsequent reports shall be completed at 18, 30, 
and 42 months after the date reported, or at the time of closing if be
tween any of these time frames. Closing reports can be submitted either 
with the regular monthly submission for the month in which the closing 
occurred or at the time the normal open claim valuation would have been 
filed. EXAMPLE: Claim Registered in April 1979. 

6 month report completed in October 1979. 

- 18 month report due to be completed in October 1980.

- Claim closes January 1980.

- Closing report can be completed and submitted with January
1980 data collected or with October 1980 data collected.

METHOD OF TRANSMITTAL 

General 

Reporting is preferred to be by individual compa·ny (as opposed to 
reporting for all companies within a group) for long run linkage to 
other data systems. Group reporting will be permitted, however, so 
long as the transmittal letters indicate the individual companies 
involved and the claims reports are submitted under the carrier code 
number shown. 

Section A 

Separate letters of transmittal shall be completed and forwarded 
for each month of arising claims. Such letters shall indicate 
the number of indemnity claims arising and the resulting number 
of claims to be sampled in accordance with the list of states 
which the carrier has been assigned to report for. If during a 

month a carrier has no indemnity claims it is still necessary to 
submit this information. Letters of transmittal shall be sub
mitted sixty days after the close of each month (e.g. 6/30/70 
for April, '79 arisings). 

173 



�ATIONAL COUNCIL ON COMPENSATION INSURANCE 
Section VI 

Section B 

(a) Claim forms shall be submitted on a monthly basis, except
that a carrier may submit forms more frequently if the
carrier so desires.

(b) Claim forms must be received within sixty days after the 
evaluation month (claims �eported in April, 1979 ..... . 
evaluation month of October, 1979 .•.•• submission due to 
be received by NCC! by December 31, 1979). 
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National Council on Compensation Insurance 
One Penn Plaza 
New York, New York 10001 

RE: Call For Detailed Claim Information - Transmittal Form 

Section A 

The following information details the sampling requirement indicated 
for our company (group) in accordance with the approved program. 

Carrier(s): 
Carrier Code: 
Indemnity Claims Arising During 

(Month) (Year) 

Connecticut 

Florida 

Georgia 

Illinois 

Kentucky 

Massachusetts 

Section B 

Indemnity 
Claims 
Arising 

Claims 
To be 

Sampled 

Michigan 

Minnesota 

New York 

Pennsylvania 

Virginia 

Wisconsin 

Indemnity 
Claims 
Arising 

Claims 
To Be 

·sampled

Enclosed herewith are claim forms completed under the Call For Detailed 
Claim Information as follows: 

Carriers(s): 
Carrier Code: 
Number of Claims Submitted: 

Name 
--------------

Signature __________ � 

Title 
-------------

Date·�-----���
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SECTION VII 

CALL FOR DETAILED CLAIM INFORMATION 

EDIT SYSTEM 

1. Carrier Code

a. Must always be present.

b. Verify against edit table.

2. Policy Number

a. Must always be present.

3. Claim Number

a. Must always be present.

4. Report Type

a. Must always be present.

b. Code must equal 1, 2, 3, or 4.

5. Transaction Code

a. Must always be present.

b. Code must equal l or 2.

6. Policy Effective Date (MMDDYY)

a. Must always be present.

b. Month must equal a numeric code 01 thru 12, day must equal a
numeric code 01 thru 31, year must equal a two digit numeric code.

7. Employee Social Security Number

a. When present must be numeric code.

8. Date of Injury (MMDDYY)

a. Must always be present.

h_ Month must equa_l a numeric code 01 thru 1?, n�y mn<:t equal a

numeric code 01 thru 31, year must equal a two digit numeric code.

c. This date must be equal to or later than #6 - Policy Effective Date.
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8. Date of Injurv (MMDDYY) (Cont'd.)

d. Injury date should not exceed 1 year and 16 days from policy
effec'tive date.

9. Date Reported (MMYY)

a. Must always be present.

b. Month must equal a numeric code 01 thru 12, year must be a two
digit numeric code.

c. This date must be equal to or later than #8 - Injury Date.

10. State of Accident

a. Must always be present.

b. Must be numeric code.

c. Verify against code table.

11. State of Jurisdiction

A. Must always be present.

b. Must be numeric code.

c. Verify against code table.

12. Class Code

a. Must always be present.

b. Verify again code table.

c. Must be numeric code.

13. Injury Description Code

a. Must always be present.

b. Verify against code table.

c. Must be numeric code.

14. Loss Coverage Code

a. Must always be present.

b. Verify against code table.
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14. Loss Coverage Code (Cont'd.)

c. Must be numeric code.

d. Verify against #13.

15. Age at Date of Injury.

a. Must always be present.

b. Must be numeric code and greater than 12.

16. Sex

a. Must always be present.

b. Code must equal 1, 2, or 3.

17. Marital Status

a. Must always be present.

b. Code must be equal to 1, 2, 3, or 4.

18. EmEloyment Status at First ReEort

a. Must always be present.

b. Code mus� equal 1, 2, 3, 4, 5, 6,

19. Pre-Injury Wage (Average Weekly Wage)

a .. Must always be present .. 

7, or 8. 

b. Must be numeric and less than or equal to 999.

20. �lethod of Determining fre-Injury Wage

a. Must always be present. ·

b. Code must equal 1, 2, 3, or 4.

21. Status

a. Must always be present.

b. Code must equal 1, 2, or 3.

c. wnen code equals 3, lt54 must be present.

d. When code equals 2, #22 must be present.
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22. Date Resolved (MMDDYY)

a. Must always be present when #21 is code 2.

b. Month must equal a numeric code 01 thru 12, day must equal a
numeric code 01 thru 31, year must equal a two digit numeric code.

c. This date should be later than or equal to #9 - Date Reported.

d. Must be blank when #21 is code 1.

23. Reopened Indicator

a. Must always be present.

b. Code must equal 1, 2, or 3.

c. If code equals 3, #4 cannot equal code 1.

24. Incurred Duration of Benefits (Temporary Total)

a. Must be numeric when present and less tha� or equal to 999.

b. Must be present if #25 present.

25. Temporary Total Income Benefits Incurred

a. Must be numeric when present.

b. Must be present if #24 present.

c. When equal to :ero, #49 must equal code 4.

26. TyPe of Benefits

a. Must always be present.

b. Code must equal l, 2, 3, 4, 5, 6, or 7.

c. If code equals 1, then #24 and #25 must be present.

27. Latest Weekly Benefit

a. Must always be present.

b. Must be numeric and less than or equal to 999.

c. Multiply by #24 if present. Product must be greater than or equal
�o ast of "i� and less than or equal to 115� of #25.

d. If #26 is not 1 and #28 = 9999, multiplyby #28. Product must be
greater than or equal to 85% of #29 and less than or equal to 115%
of #29.

179 



NATIONAL COUNCIL ON COMPENSATION INSURANCE 
Section VII 

28. Incurred Duration of Benefits (Other Than Temporary Total)

a. Must always be present if #26 is not code 1.

b. Must be numeric.

c. If #26 is code 1, then this must be blank.

d. When equal to 9999, #26 cannot be code 1 nor code 5.

29. Total Incurred Other Than Temporary Total Benefits

a. Must always be present if #26 is not code 1.

b. Must be numeric.

c. If #26 is code 1, then this must be blank.

30. Other Indemnity Benefits Incurred

a. Must be numeric when present.

31. Total Indemnity Benefits Paid

a. Must always be present.

b. Must be numeric.

c. Must be �ess or equal to sum of #25, #29, #30.

d. If #23 is Code 3, #31 = #25 + #29 + #30.

32. Total Vocational Rehabilitation Costs Incurred

a. Must be numeric when present.

b. If #33, #34, #35 or #36 present, then must always be present.

c. Edit against #14.

d. Must be greater than or equal to sum of #34, #35, #36.

e. Must be greater than or equal to #33.

f. If #21 is code 3 and #'s 34, 35 and 36 are present, then
#32 = #34 + #35 + #36.

33. Total Vocational Rehabilitation Costs Paid

a. Must be numeric when present.

b. Edit against #14.
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33. Total Vocational Rehabilitation Costs Paid (Cont'd.)

c. Must be less than or equal to sum of #34, #35, #36.

34. Vocational Rehabilitation Evaluation Expense

a. Must be numeric when present.

35. Vocational Rehabilitation IncurTed Indemnitv

a. Must be numeric when present.

36. Vocational Rehabilitation Educational Expenses (IncurTed)

a. Must be numeric when present.

�,. Paid to Date Hospital Costs 

a. Must be numeric when present.

38. Paid to Date Other Medical Costs

a. Must be numeric when present.

39. Total Incurred Medical Costs

a. Must always be present.

b. Must be numeric.

c. Must be greater than or equal to sum of #37 and #38.

40. Number of Days Confined in the Hospital.- To Date

a. Must be numeric when present.

41. Number of Doctor Visits - To Date

a. Must be numeric when present.

42. Apportionment Between Carriers

a. Must always be present.

b. Code must equal 1 or 2.

c. If code equals l, then #21 must equal 2 or 3.

43. Apportionment for Pre-Existing Conditions

a. Must always be present.

b. Code must equal 1 or 2.
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43. Apportionment for Pre-Existing Conditions (Cont'd.)

c. If code equals 1, then #21 must equal 2 or 3.

44. Claimant's Attorney or Authorized Representative

a. Must always be present.

b. Code must equal 1 or 2.

c. When code equals 1, and #21 equals 2 or 3, then #45 and or #46
must be present.

45. Claimant's Attorney Fees Included in Award

a. When present must be numeric.

b. When present, #44 must equal code 1.

46. Claimant's Attorney Fees in Addition to Award

a. When present must be numeric.

b. When present, #44 must equal 1.

47. Controverted Claim

a. Must always be present.

b. Code must equal 1, 2, 3, or 4 ..

48. Method of Disposition

a. Must be equal to 1, 2, 3, 4, 5, or 6.

b. When code is 6, #21 = 1.

49. Method of Payment

a. Must always be present.

b. Code must equal 1, 2, 3, or 4.

SO. Product Liability Subrogation 

a. When present, code must equal 1 or 2.

51. Automobile Liability Subrogation

a. When present, code must equal 1 or 2.

52. Other Subrogation

a. When present, code must equal l or 2.
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53. Allocated Loss Expense (Paid)

a. Must be numeric when present.

54. Date of Closing (�IDDYY)

a. When present, #21 must equal 3.

b. Month must equal a numeric code 01 thru 12, day must equal a numeric
code 01 thru 31, year must equal a two digit numeric code.

c. Must be blank if #21 does not equal 3.

d. When present, this date must be equal or later than #9 - Date Reported.

e. When present, this date must be equal to or later than #22 -

Date Resolved if #22 not blank.
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SECTION VI I I 

CALL FOR DETAILED CLAIM INFORMATION 

ERROR CORRECTION AND SUBSEQUENT VALUATION REPORT PROCEDURES 

When initial claim reports are submitted for a 6 month evalua
tion, N.C.C.I. will validate all data based on the initial edit specifi
cations and produce a hard-copy report titled "Call for Correction Claim 
Information." This report form will be generated only for claims that 
have failed one or more of the edit checks. It will closely resemble the 
original hard-copy form, and in addition; 

1) Exhibit asterisks (*) in fields where possible error
conditions exist.

2) Include an error summary area which will list all
error types by data-element number and alpha letter
which can be directly linked to the numbering scheme
of the initial edit specifications.

3) Show all information as reported, with space provided
for correction entry. Fields with numbered selectors
will show the number that was originally checked ( .J).

The "Call for Corrected Claim Information" form with all errors 
corrected should be submitted to N.C.C.I. as soon as possible. 

At 60-30 days prior to s�bsequent claim evaluation time, (i.e. 
at 16, 28 & 40 months from reported date) a subsequent request report 
will be sent to all carriers for all open claims that were submitted on 
the previous report evaluation. This report, titled "Call for Subsequent 
Claim Information," will closely resemble the original hard-copy form and 
will show all the information for a claim that was reported on the pre
vious report evaluation. By entering any changed or additional data in 
the proper areas on the report, this updated report, when submitted to 
N.C.C.I., will be the car�iers subsequent reporting of the claim. The
report will be printed with the proper report type entry for the upcoming
report evaluation. At this time, common information (Carrier#, Policy # ,
and Claim #) can be changed by entering the revised data in the spaces
provided.

Subsequent report submissions will be validated using the 
same procedures as on ititial report submissions, and "Call for Correction 
Claim Information'' reports will be sent to carriers for all claims failing 
one or more edit specifications. 
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An Administrative File Number will be assigned to each claim 
at the 6 month submission time and will be printed on all N.C.C.I. 
generated reports. It is strongly urged that all carriers try to tran
scribe this number on all submissions when a N.C.C.I. generated form 
is not being used. (Initial 6 month reports excluded.) 

Hard-copy forms are available for changing Common Information 
and can be used at any time after a claim is submitted at the 6 month 
report evaluation. N.C.C.I. confirmation notices will be generated and 
sent to carriers when changes have been made. 

Closed claim submissions can be sent at any time and must 
contain the report type indicator of the next upcoming report evaluation. 

Revised report submissions can be sent at any time and must 
contain the report type indicator of the report being revised and wlth 
the "Revised" Transaction indicator checked. 
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SECTiON IX 

CALL FOR DETAILED CLAIM INFORMATION 

INJURY DESCRIPTION CODES 

The Injury Description Codes are to be used to establish a four 
(4) digit code for the injury or disease which is the principal cause of
disability as follows:

1. TRAUMATIC INJURIES to designate the part of the body injured,
first 2 digits, and the nature of the injury, last 2 digits.

EXAMPLES 

Skull Fracture - 1128 

(i.e. Skull is Part of Body Code 11 and fracture 
is Nature of Specific Injury Code 28) 

Brain Concussion - 1207 

(Brain, 12 plus concussion, 07) 

Code 90, which designates injury to multiple body parts 
should be used when there is no one specific injury 
which is clearly responsible for the major portion of 
the claim. For example, a severe burn of the face, 
neck and arms should be coded 9004. (Multiple Body 
Parts, 90, and Burns, 04). But if there were third 
degree burns of the face and only superficial burns of 
the neck and arms, the proper code would be 1804, 
(Other Facial Soft Tissue, 18, and Burns, 04) since 
the major cost of the claim would be generated by the 
facial burn. 

2. OCCUPATIONAL DISEASES with the appropriate four (4) digit
designator.

EXAMPLES 

Asbestosis - 6061 

(Because of its significance at this time, this disease 
has been given a specific code.) 

Anthrax - 6700 

(This is an OD other than either a dust disease or one 
otherwise specifically coded.) 
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3. LOSS OF HEARING other than as the result of a specific trauma.

EXAMPLE 

Hearing loss as a result of exposure to noise over a period 
of years - 6800 

i. CONTAGIOUS DISEASES.

EXAMPLE 

Tuberculosis - 6900 

S. CANCER to designate part of the body affected.

EXAMPLE 

Cancer of the larynx - 7024 

(Cancer, 70, plus Part of the Body Code, 24, for larynx.) 

6. ALL OTiiER CUMULATIVE INJURIES not otherwise specifically
coded, to designate part of body affected.

EXAMPLE 

Heart disease caused by physical and mental stress 
over extended period of time - 8049 

(All Other CI, 80, plus Part of Body Code for 
heart, 49.) 

(NOTE: A myocardial infarct attributed to a specific 
short term stress would be coded as a trau
matic injury, 4941.) 
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CALL FOR DETAIL CL\IM INFORMATION 

INJURY DESCRIPTION CODES 

PART OF BODY (First two digits) 

I. �

10. Multiple Head Injury
11. Skull
12. Brain
13. Ear (s)
14. Eye (s)
15. Nose
16. Teeth
17. Mouth
18. Other Facial Soft Tissue
19. Facial Bones

II. NECK

20. Multiple Neck Injury
21. Vertebrae
22. Disc
23. Spinal Cord
24. Larynx
25. Soft Tissue

*26. Trachea

III. UPPER EXTREMITIES

30. Multiple Upper Extremities
31. Upper Arm (inc: Clavicle and Scapula)
32. Elbow
33. Lower Arm
34. Wrist
35. Hana
36. Finger (s)
37. Thumb

IV. TRUNK

40. Multiple Trunk
41. Upper Bank Area - (Thoracic Area)
42. Low Back Area (inc: Lumbar and Lumbo

Sacral) 
43. Disc
44. Chest (inc: Ribs, Sternum and Soft

Tissue) 
45. Sacrum and Coccyx
46. Pelvis
47. Spinal Cord
48. Internal Organs
49. Heart

V. LOWER EXTREMITIES

SO. Multiple Lower Extremities 
*51. llip
*52. Thigh
*53. Knee
*54.
*55.
*56.
*57.

Lower Leg 
Ankle 
Foot 
foe (s) 

VI. MULTIPLE BODY PARTS

90. Multiple Body Parts
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NATURE OF SPECIFIC INJURY(Last two digits) 

02. Amputation
03. Angina Pectoris
04. Burn
07. Concussion
10. Contusion
13. Crushing
16. Dislocation
19. Electric Shock
22. Enucleation
25. Foreign Body
28. Fracture
30. Freezing
31. Hearing Loss (Traumatic Only)
32. Heat Prostration
34. Hernia
36. Infection
37. Inflammation
40. Laceration
41. Myocardial Infarction
43. Puncture
46. Rupture
47. Severence
49. Sprain
52. St:-ain
55. Vascular
58. Vision Loss

OCCUP.OR CONTAGIOUS DISEASE OR CUM. INJ. 

6000 Dust Disease NOC (All other 
Pneumoconiosis) 

6061 Asbestosis 
6062 Black Lung 
6063 Byssinosis 
6064 Silicosis 

6100 Respiratory Disorders (Gases, 
Fumes, Chemicals,etc.) 

6200 Poisoning - Chemical 

6300 Poisoning - Metal 

6400 Dermatitis 

6500 Mental Disorder 

6600 Radiation 

6700 All Other OD 

6800 Loss of Hearing 
*6900 Contagious Diseases
70XX Cancer (Last two digits from

Par, ur 1:1uc1y CharL) 

BOXX All Other Cumulative Inj.(Last 
two digits from Part of Body 

Chart) 
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SECTION X 

CALL FOR DETAILED CLAIM INFORMATION 

QUESTIONS AND ANSWERS 

Q. Is it necessary to fill in the Policyholder's name at the top of the form?

A. No. That space was put there for the carrier's use only.

Q. What should be put in the block captioned "ADM.NO". at the top of the
form?

A. Please leave it blank. This block is for National Council internal use
only.

Q. What Report Type should be coded for a closed claim?

A. A closed claim should be coded the Report Type that would otherwise apply.
For example, if a claim closed 3 months after it was reported to the
carrier, it should be coded Report Type 1-6 months and Transaction Code-1
Original Reporting. If a claim closed 10 months after it was registered,
it should be coded Report Type 2-18 months and Trans.action Code !
Original Reporting.

Q. When is a claim form to be coded an Original Report or a Revised Report?

A. Original Report should be coded the first time any claim is reported at
any time interval. If a claim remains open, there will be an original
report for each "Report Type." There will be a 6 month, 18 month, 30
month and 42 month Original Reporting transaction code.

"Revised Reporting" transaction code will only be used when an Original
Reporting for a Report Type had an error on items 6 through 54 and you
correct it without notification from the National Council.

Special correction procedures apply for correcting errors found by the
National Council and errors on items 1-3.

Q. How should Employment Status be completed when the claim is reported?

A. A claimant is:

"Regular Employee" when the claimant had been continuously working
until the time the claimant became disabled and filed the claim.

"Uemployed Due to Plant Shutdown" when the claimant had been unemployed
because the plant in which the claimant worked was shut down at the time
the claim is filed. There will usually be a time lag between the accident
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date and the date the claim is reported to the company when this employ
ment status applies. 

"Unemployed" when the claimant is laid off, fired or quit so the claim
ant is not working at the time the claim is filed. There will usually 
be a time lag between the accident date and the date the claim is re
ported to the company when this employment status applies. 

"Employee on Strike" when the claimant is on strike from work for any 
reason at the time the claim is reported. 

"Disabled Employee" when claimant has a work related or an other than 
work related disability and out of work for some time before filing the 
claim. This includes climants who are out of work for non work related 
disabilities and subsequently file for an alleged disability. 

"Former Employee - All Other" when claimant no longer works for the pol
icyholder that the claim is against but works for another employer since 
working for that policyholder. 

"Unknown" when claimant fits into none of the above categori-es. 

Q. What amount should be shown as pre-injury wage·if it is not clear?

A. The wage the compensation benefit was developed form should be shown and
then indication should be made under "method of determining pre-injury
wage: where the wage came from.

Q. Often the �ields have more spaces than needed, how should the money
amounts and weeks be coded?

A. Always complete the blocks that are the farthest right and leave the
left blocks blank. Always use whole dollars and whole weeks.

Q. Where should emergency room costs be included?

A. Hospital bills of any kind should be included under Hospital costs.

Q. Where should clinic costs be included?

A. Clinic costs, if they are not billed by a hospital, should go in Other
Medical Costs.

Q. Should a claim be coded a subrogation if the money has not been recovered?

A. Yes. A claim should be coded subrogation if the claimant has a third
party action. This includes those cases where the carrier files a lien
a.ga.;i.n�� chc \;laliuan-i;; 's ac-i;;1on.
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Q. Where are penalties to be included?

A. Penalties should be included in the Other Indemnity or Medical blocks
if they are considered Indemnity or Medical loss.

Q. Under method of disposition, what does "none" mean?

A. None means open with no disposition, the claim has not been disposed
of.

Q. When coding an Injury Description, how should a stroke be coded?

A. Stroke should be coded 1255 - Brain - Vascular.

191 



SECTION XII 
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Mr. J. J. Holland 

Director, Product Management Division 

Travelers Insurance Companies 
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SEMINAR 

OVERVIEW OF DATA ELEMENTS 

The value of specific claim data in support of rate filings is 
not particularly new. In Kentucky, in 1977, we faced the need for a 20% 
rate increase in a climate that was more than a little hostile. In this 
case we bolstered our filing by abstracting the details from 20 to 30 
case records where sizeable judgments, in excess of any objective read
ing of medical evidence, had been rendered by the Compensation Board. 
This is a touchy approach, no carrier is anxious to be the lightning rod 
credited with public criticism of a judge who may hear one of their 
cases the following day. 

Happily, we were able to select cases where the judicial find
ings were a matter of public record and which were representative of a 
cross section of major carriers. At any rate, the ploy was successful. 
Full experience indications were approved and the i11surance commissioner 
issued a scathing indictment of the way the act was administered. As a 
collateral benefit -- during the following year a number of procedural 
and personnel changes were introduced that have resulted in a more 
consistent interpretation of the Compensation statute. 

Since then we have made increasing use of testimony from claim 
personnel during hearings on our rate filings. This can be very effec
tive, but there are two particular drawbacks. 

1. The testimony tends to be limited to subjective obser
vations which are difficult to price, and

2. We continue to have the lightning rod syndrom, with
the understandable reluctance of many companies to
provide corroborative testimony.

We would be far better off to rely less on specific testimony 
and substitute a statistical base that is objective in quality, permits 
accurate pricing and cannot be personalized in terms of specific carriers. 
This should result in both a better presentation and a lessened discom
fort index for local claim people who must live with the administrati�e 
systems they are asked to evaluate. 

For better or worse we must recognize that our ratemeking pro
cess has the unique capacity to put a price tag on that combination of 
Statute, Administration and Judicial Discretion that is the living 
Worker::,' Compcu::,a.t..iuu ::,y::,t,:;111 .iu ca.o..lt ::,ta.tc. Gcn,:;,;a.lly- , thc,;c i::, little 

significant difference in statutory law between states -- it is in the 
Administrative area that we find the great swing between conservative 

193 



OVERVIEW OF DATA ELEMENTS 
Section XII 

and liberal philosophy. Nor is this ever a stable situation. Administra
tion is a living organism, continually evolving in response to political 
pressures, new leadership and a changing public mood. The result is a 
highly subjective, but dominant factor, that is difficult to evaluate on 
either a qualitative or quantitative basis. 

The �ational Council is not in a position to make moral judg
ments -- evaluating Workers' Compensation systems as good, bad or in
different, but we can, and do, translate the total cost of the system 
into an insu�:ance rate that can be compared with similar rates, either 
countrywide or in neighboring states. Frequently, this creates problems 
when statutory provisions are relatively similar, but administration is 
more liberal in one jurisdiction than another. The burden is on the 
Council to prove that these differentials exist. In the absence of 
specific evidence to the contrary it is our ratemaking that is suspect 
not their administrative philosophy. 

More and more we are finding Insurance Departments -- many of 
them sympathetic to the need for adequate rates -- unwilling and unable 
to accept gross industry profit and loss figures as the only support for 
substantive increases in rate level. We have little choice, if we are 
to achieve adequate rates, but to document the relative differences in 
administration in support of our prici�g indications. 

We recognize that there will be situations, once administra
tive costs have been priced, where the legislature will consider remedial 
action. That is an incidental by-product of the costing system -- the 
legislature striking a balance between the benefits the public wants and 
the benefits they are willing to finance. Our responsibility is to cost 
what they have, to break that cost into meaningful components, and to be 
prepared to cost alternative solutions that are advanced by either the 
legislature or other interested parties. 

The most efficient and effective way to accomplish this is 
through a claim data bank that will permit us to compare the situation 
in a given state at a given time -- either with prior periods of time or 
with selected states. It is to meet this need that the supplementary 
data call is introduced. 

It may be reassuring to realize that we are not blindly plowing 
new ground in this effort. During the last few years Compensation car
riers have been involved in several claim data studies and have learned 
a great deal from the frustrations and accomplishments of those experi
ences. ISO's experience with Closed Claim studies has also been in
structive. 

We began our involvement in 19i5 when the Federal Interagency 
Task Force commissioned Cooper and Company to undertake a countrywide 
Closed Claim study. While the industry cooperated somewhat reluctantly 
in this effort, the outcome was a real fiasco. If you're looking for a 
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textbook example of a monumental foul up -- look no further than this 
little beauty--

A. There was no homogeneity to the claims studied in terms of
accident date, benefit level, etc. Closing dates governed.
Some files that were reviewed were several years old, so
that comparisons tended to be both confusing and meaning
less. You may recall that the ISO Closed Claim study on
Products Liability was also subject to criticism when it
attempted to draw assumptions regarding current costs
from claims of considerable vintage.

B. There was no real effort to educate claim people (who had
to do most of the work) of the purposes served or the need
from the company standpoint for a thorough and meaningful
search for information. Much of the participation was
half-hearted, if not actually rebellious at an extra de
mand imposed on people who already felt themsleves over
worked.

C. Many of the questions were quite complex. Accurate infor
mation required a thorough search of files that were both
old and voluminous -- only to find that, in many cases, the
necessary data simply did not exist.

D. A number of questions could not be readily answered from in
formation the claim man would normally develop and would have
required additional investigation and follow-up. Details re
garding post-injury employment, for instance, are not part of
a normal claim file.

E. There were poor or ambiguous definitions. As a result,
different people in the same office would have various under
standings of the proper answers to critic�! questions.

F. The edit system was poor and obvious errors were accepted
rather than returned for reconciliation. For that matter,
the interest at the Company level in identifying errors and
reconciling incompatible answers was rather underwhelming.

G. Finally, the industry had no control over the end product
and the Feds were free to distort or misinterpret data to
support preconceived positions (few of which were friendly
to the insurance industry or its position in the Workers'
Compensation delivery system).

The Cooper study was, of course, a political -- not a ratemak-
ing effort. At the verv least. however. it reinforced a hasic reality 

good information, carefully drawn to be comprehensive and defensible, 
is a powerful instrument in understanding the Workers' Compensation 
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system and our role in this important Social program. At the same time, 
bad information -- particularly the inability to respond to inferences 
drawn from bad information -- leaves us extremely vulnerable to those 
who blame private enterprise for shortfalls in the system and are quick 
to urge governmental remedies that are frequently more cosmetic than 
substantive -- and almost invariably less palatable.than the original 
aliment. 

The next thrilling installment was a two-parter. In 1977, and 
again in 1978, the California Workers' Compensation Institute undertook 
a two month study of "Resolved Claims" involving Cumulative Injury. For 
the first time the phrase "Resolved Claims" surfaced, recognizing that a 
study which relies on adjusters' estimates to establish claim costs will 
raise.questions as to the integrity of the input -- since estimates can 
be manipulated. At the other extreme, a study based on closed claims 
will involve long delays from the time of accident until the information 
is available. By introducing a definition of "Resolved" i.e., those 
claims where a judicial or administrative decision had been reached and 
the cost of the claim had been established on an objective basis, we were 
able to improve both the timeliness and the credibility of the study. 

The C.W.C.I. study was a much more rewarding effort. For one 
thing, claim men were intimately involved in the design phase and in pre
liminary meetings held in key geographical centers to explain the purpose 
and discuss details. Secondly, there was a general recognition that the 
emerging problem of Cumulative Injuries presented a considerable challenge 
to the industry, both in developing adequate rates, and supporting appro
priate leg�slative reform. 

The initial C.W.C.I. study was released, to considerable fan
fare, in October, 1977. Alan Tebb has a �ice flair for dramatic pack
aging and the end product was widely distributed and well received 
enough so to justify an encore the following ,year. In its release the 
Institute stated: 

"The study 1 s results establish the dimension and potential 
of the problem and demonstrate the rising costs of cumula
tive injuries. Whether these costs are acceptable, or 
equitable, is a public policy issue. The value of the 
Institute's research lies in providing baseline data to 
permit those concerned with the continued vitality of 
Workers' Compensation to address this issue affirmatively." 

Two results can be traced, at least indirectly, to the C. W.C.I. 
study. In approving rat.es to be effective in January, 1978, the Insur
ance Commissioner gave considerable attention to the impact of Cumula
tive Inj1rry rm t-h,:, PYI'"'ri9nc.,;, :2.nd tho nood £or mea.ning:Eul da.ta.. A.B.l!;j;, 

enacted by the California legislature in iate 1977, provided for a 
gradual phase-out of the apportionment provisions of the California stat
utes. Apportionment had made the handling of Cumulative Injury claims 
particularly difficult and was a significant contributor to -ibove average

claim costs. 
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Again, we learned from the experience. Certain questions on 
the first study were omitted from the second because the information 
developed, while interesting, served little purpose. Others were re
phrased or redefined and one or two added to correct deficiencies that 
became apparent when we first begain to analyze the information avail
able. 

The most recent study involved Florida, our neighboring state 
to the south. Despite the fact that Florida rates have almost doubled 
over the last several years and are now the third highest in the country, 
they still are far from adequate, and we consistently face difficulty in 
achieving needed rate levels. At the same time, since the benefits dic
tated by statute rank 37th in the country, there is considerable polit
ical controversy and an intensive scrutiny of the insurance industry's 
role in the Compensation system. 

In December, 1977, we initiated a two month study of Resolved 
Claims designed to identify and quantify the reasons that claim costs in 
Florida were much higher than average. 

The results were released in a two volume report, totaling 211 
pages, in February, 1978. In reviewing the findings the Florida Agents 
Association commented: 

"The study unequivocally identified several of the reasons 
why Florida rates are so high. They fall into three areas: 

(1) The Florida system is over used and abused.

(2) There are too many law suits without justification.

(3) The cost of permanent partial is excessive."

Unfortunately, the Florida study was simply a snap-shot in 
time -- a comparison of Florida costs with those in two other states dur
ing a two month period. Without a continuous study we could not identify 
changing conditions within the Florida system and build support for the 
trend factors needed to bring rates to adequate levels. 

Again, there is a significant by-product from this study. Cur
rently, the Florida legislature is actively considering a fundamental 
change in the handling of permanent partial claims. The Wage Loss con
cept may well offer a workable solution to one of the most critical pro
blems facing the Workers' Compensation system in virtually every state. 
The Florida study was a crucial factor in narrowing the discussion in 
that state to the critical issues and permitting the National Council to 
price the various alternatives that the legislature has under study. 

Notwithstanding the invaluable contributions of the Florida 
study, we found differing interpretations of certain questions and some 
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items that, in retrospect, contributed little of value. Equally impor- · 
tant was the need to have valid bases of comparison, either between more 
states with similar economic structures or at separate points in time. 

I offer this history -- not to suggest that we have perfection 
at hand, but to assure you that we understand that an undertaking of 
this magnitude creates ample opportunity for confusion, misunderstanding 
and inadequate definition. We have given considerable attention to prior 
efforts -- both to profit from their achievements and to avoid, to the 
extent we can, their shortcomings. 

The Task Force that designed this study was appointed Janu-
ary 10, 1978 with membership embracing all of the concerned disciplines. 
Representatives of claim, underwriting, actuarial, statistical and data 
processing were involved in all deliberations from beginning to end. In 
addition, upward of twenty representatives of other interested companies, 
independent bureaus and the trade associations attended many of the meet
ings and made a number of valuable contributions to the final product. 

We began by preparing a Laundry List in which we tried to iden
tify every element of information that could be asked about a Workers' 
Compensation claim. We were concerned with cost factors, of course, but 
we wanted to look beyond pure statistics to a concern for causative 
factors. We already knew that claims for similar injuries cost more in 
some states that in others -- even though the benefit levels were roughly 
equal. Now we wanted indicators as to administrative differences, 
liberal decisions, etc. 

The Florida study had also identified a number of popular myths 
that beclouded the real issues, but did not stand the test of statistical 
analysis. We wanted data that would permit us to quantify the effect of 
various factors that contribute to rising claim costs, identify critical 
issues and debunk the myths. 

Thus, we looked for indicators in such areas as the degree of 
disability awarded, the extent of medical treatment, the impact of liti
gation, patterns of utilization that could be traced to changing demo
graphic and social factors. There are no end to popular theories as to 
underlying flaws in the Compensation system. In preparing the Laundry 
List we tried to recognize each that came to our attention. At this 
point we weren't concerned with distinguishing the practical from the 
outlandish, we wanted the list to be exhaustive and comprehensive. 

The next step was to prune that list to managable proportions. 
We agreed that there were three.criteria which each item had to meet: 

A. The question should be objective. We decided that we
n�� �n limi� �h� ��udy, whorovor poccible, to in£o1"m� 

tion that can be verified and validated. We cannot
afford to have out data base prejudiced by allegations
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that it is colored by judgmental values -- biased 
to suit our purposes. 

B. The information had to be available to the claim
adjuster during the normal management of the claim.
There was some data that we would have liked to
have (post-injury work status, for instance) that
could require a significant follow-up after the
claim had closed. We were not prepared to require
claim people to assume the task of post claim
investigation. Similarly, this criteria eliminated
the possibility of developing engineering informa
tion regarding unsafe act, cause of the accident,
etc., both because this required judgments that
the claim adjuster was not in a position to make,
and involved some elements of subjectivity.

C. The information had to be pertinent in terms of
meaningful analysis (using previous surveys as
prototypes) or in response to specific questions
where we were satisfied information was or would be
needed. We recognize that we cann0t anticipate all
future questions, and that any effort to do so will
not only be futile, but would involve extensive col
lection of data that could eventually prove worthless.
We concluded that this study should be limited to
information that would be useful in the immediate
future. At the same time, we included enough trail
ers and key indicators to easily identify claims
that are pertinent to arising questions and would
permit a limited call for additional data on a small
segment of our sample.

There were seventy-two data elements in 
List. Forty-three survived the pruning process. 
some were extended to two or more items to assure 
one or two additional data elements were added to 
at the policy level. 

the original Laundry 
Of the forty-three, 
clear definitions and 
develop information 

Now there was the danger of over-pruning. We could not afford 
to find that we had gone to considerable expense to introduce a program 
and then find critical questions (ones that should clearly have been 
anticipated) to which we could not respond. Reviewing the reports from 
.the C.W;C.I. and the Florida Resolved Claim study, we were satisfied 
that we could produce the essence of either report from our data elements. 
We then asked the Council staff for an outline of the reports they visu
alized as helpful for research purposes in support of rate filings. We 
were in phase with their specifications. The Alliance of Mutual Insurers 
macte a aeLa11ea ana1ys1s or our proposal ana 1na1caLea LnaL we naa in

cluded appropriate responses to each critical need that they identified. 
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With this, we had agreement on the necessary data items. 
Now it was time to get into the nitty and gritty -- the How's and the 
\'/hen's. Claim people had played an active part in constructing and 
pruning the Laundry List. In designing the structure of the study 
they were the essential ingredient. 

From the beginning it was clear that this effort would make 
new demands on the Claim-Adjuster -- but there was a general recognition 
of the vital need for this data and the claim file as the only logical 
source. Claim people insisted that we be cost-effective, avoid dupli
cation and simplify procedures -- but above all they wanted to be sure 
that we did it right the first time. 

The six month reporting date was determined by the convergence 
of two factors in claim management. We had recently cooperated with the 
Texas Insurance Department in a review of claim reserving procedures 
which indicated: 

A. 70% of indemnity claims are closed within the first
six months. Use of that report date gives us the
optimum combination of early data while reducing
subsequent reports to a minimum.

B. A number of carriers use statistical reserves as
the claim is reported, updating these at six months
after medical considerations have firmed up and
difficult cases have been investigated in some de
tail. Thus, the data available at six months has
achieved an optimum maturity in terms of the claim
management procedures of a cross section of the
industry.

Our claim people were also quick to convince us that it would 
be difficult to cull the data we needed from existing files, even those 
that were still open. Some data would have been buried, some, avail
able at one time, would not have been recorded.· There appeared to be 
universal agreement that maximum accuracy and efficiency would be best 
served if the data was collected as the file was built. 

This led to two Tequirements: 

A. The ability to identify subject claim files while
preliminary information was being developed.

B. The need to wait six months after the study was
launched before initial reports would be available.

The Injury Grid was also the product of Claim input. They 
rouna the Grid in the Unit-Stat Plan both cumbersome and inadequate for 
purposes of claim management. The Grid they designed has been tested 
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in a claim environment and structured to follow the thought process of 
the adjuster in describing the injury. Another pay-off from involve
ment in the design process, the people who must make this system work. 

Definitions continue to be a vexing problem. At times it is 
mindful of ancient philosophers debating the optimum capacity in dancing 
angels on your average pin head. You are satisfied that everything is 
nailed down and someone finds an exception in South Abyssinia that 
doesn't quite fit. At the moment, we have exhausted our knowledge, imag
ination and patience in correcting ambiguities, inconsistencies and 
semantic differences. We have tested facing sheets and instructions 
against current files and made a second round of adjustments -- and I'll 
bet that before you leave here we will discover a half dozen items where 
our definitions should be expanded, clarified or started over. Which is 
as it should be -- this is a living business, changing and evolving as 
we discuss it today. What is vital, and here we are confident with our 
product, is that the structure be sound and able to accommodate variances 
in definition to meet local conditions -- provided those definitions are 
applied uniformly within that jurisdiction. 

In examining the facing sheet -- one characteristic should be 
evident. We have avoided the temptation to over-crowd. If the claim 
people working with this form succumb to some vari�ty of Cumulative 
Injury, it will not be from the lack of white space. 

My colleagues will discuss specific data elements following 
the coffee break. I would remind you, in the meantime, that 75% of the 
claims reported will involve Temporary Disability only, will generally 
be closed at the time of first report, and will be devoid of controversy 
or litigation. For most of these, the form could virtually have been 
cut in half. 

Which brings us to last October. We had a well defined and 
extremely urgent need. We had spent ten months in developing, testing 
and polishing a program that was remarkedly responsive to that need, 
and we could not expect results in less than three years at the best -
and quite possibly never. 

For the cold fact was that only a handful of companies had 
the capacity to collect the needed data on a systematic basis -- it 
would take them at least two years to complete the necessary programm
ing, and another six months to produce meaningful reports. Many car
riers had not automated their claim history files and had little 
appetite for a major capital investment to accommodate the Task Force's 
program. The prospect of handling hard copy reports on the total claim 
activity of even a limited number of Council members created incredible 
logistical problems -- both for the Council and the participating com
nanies_ We WP.TP. li�P.T�lly hP.TWP.P.TI ThP. �nr� �n� ThP. h��rt p1�rP. ThP.�P.

was an urgent and immediate need for the data base, and conventional 
reporting procedures were inadequate for our purposes. 
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I believe it was the Firemen's Fund that first suggested the 
use of Sampling. Certainly, they hosted the October meeting at which 
Sampling techniques were explored in some detail. Up to now we had 
combined the best efforts of Claim, Actuarial and Underwriting disci
plines to put together a professional insurance package. It was time 

to turn to a professional in another discipline to add the final di
mension -- and help bring our efforts to a very effective and practical 
conclusion. 
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