Approved: 02-21-06
Date

MINUTES OF THE SENATE COMMERCE COMMITTEE

The mecting was called to order by Chairperson Karin Brownlee at 8:30 A.M. on February 17, 2006 in
Room 123-S of the Capitol.

All members were present.

Committee staff present:
Kathie Sparks, Kansas Legislative Research Department
Helen Pedigo, Revisor of Statutes
Jackie Lunn, Committee Secretary

Conferees appearing before the committee:

Others attending:

See attached list.
Chairperson Brownlee announced to the Committee they would work SB 461--Workers compensation;
preexisting condition; permanent partial general disability: supplemental functional disability
compensation and SB 515--Workers compensation pool; eroup-funded; surplus funds: adequate surplus
funds.

Chairperson Brownlee stated SB 515---Workers compensation pool:; group-funded: surplus funds;
adequate surplus funds, would be the first bill to be worked and called on Scott Heidner representing Self-

Insurers Association, to give his opinion on the amendments offerd by Mr. McGill representing the Kansas
Association of Insurance Agents. Mr. Heidner called the Committee’s attention to the proposed amendment
Aggregate Excess Insurance / Actuarial Review (Attachment 1) and stated they did not have a problem with
this amendment but were strongly opposed to the second amendment, Level of Insurance Coverage
(Attachment 2). There was discussion with the Committee on Mr. Heidner’s concerns on the second
Amendment offered by Mr. McGill. Chairperson Brownlee called on Larry Karns representing Kansas
Insurers Association for his opinion on both amendments offered by Mr. McGill. The Committee discussed
the language in the second amendment 1n detail.

Senator Schodorf made a motion to approve the Aggregate Excess Insurance / Actuarial Review
amendment. Senator Wagle seconded. Motion carried.

Senator Schordorf moved to pass the bill out favorably as amended. Senator Kelly seconded. Motion
carried.

Chairperson Brownlee called the attention of the Committee to SB 461--Workers compensation; preexisting
condition; permanent partial general disability; supplemental functional disability compensation.
Chairperson Brownlee called on Senator Barone to explain the information he passed out to Commuttee
members. (Attachment 3) Senator Barone gave a brief review of the information which was regarding
agribusiness and workers comp.

Chairperson Brownlee introduced Helen Pedigo with the Revisor’s office to explain the balloon (Attachment
4) offered on SB 461 which contained language changes Senator Emler had worked on. Ms. Pedigo explained
the language changes made with the balloon. The Committee discussed the changes presented in the balloon
and the language. Chairperson Brownlee stated the goal was to make sure the worker was compensated for
an injury that occurs on the job. All the Committee members joined into the discussion. Senator Wysong
stated he would like to hear comments on the balloon from both sides. Chairperson Brownlee called on Mr.
Karns representing the Kansas Self-Insurers Association, proponents of the bill, to give his views on the
balloon. Mr. Karns stated he had not seen the balloon and was given a copy. He stated the balloon on pre-
existing clarifies an issue but could not agree to the other balloon regarding the permanent partial general
disability rating.

Chairperson Brownlee called on Beth Foerster representing the AFL-CIO, an opponent of the bill, to give her
opinion on the balloons. Ms. Foerster stated they did not agree with the changes proposed with the balloons
offered on the bill, stating the changes were not middle ground. She stated the existing law required AMA
guides should be used. This language states the physician can prove without the AMA guides and the

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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CONTINUATION SHEET

MINUTES OF THE Senate Commerce Committee at 8:30 A.M. on February 17, 2006 in Room 123-S of
the Capitol.

employees must be approved by the AMA guides. The discussion continued with the Committee on the
language of the balloon and it’s intent.

Chairperson Brownlee recognized Senator Jean Schodorf. Senator Schodorf made a motion to ask for this
bill to be blessed.. Senator Wysong seconded..

A discussion took place after the motion with all members of the Committee. Senator Schodorf stated they
should ask for the bill to be blessed to give time for all parties concerned to work out the differences and make
a better bill. She stated she felt the amendment was not ready to go. There was more discussion. Mr. Karns
stated they were ok with the balloon except for the time to use for a rating. He stated 15 years was to long
to go back but would agree to 5 or 10 years instead of at the time of the injury as stated in the new
amendment.

Senator Reitz joined the discussion stating he would like for both parties to get together and work out the
differences in this bill. He stated he agrees with Senator Schodorf and would like for this bill to be blessed
in order to give more time to work things out. Chairperson Brownlee joined the discussion and stated she
would like to suggest giving the parties until Tuesday morning to come to an agreement. She stated there
were problems with the parties involved not being forthright and there was no room in this debate for
information that was not factual. She also stated her interest was not in hurting any workers. Chairperson
Brownlee recognized Senator Wagle. Senator Wagle stated workers compensation was not intended to pay
for aging but for injuries to the employees which occurred on the job. She stated she had received information
that was not factual from parties involved with this bill. Chairperson Brownlee recognized Senator Kelly.
Senator Kelly stated she has concerns with this bill and feels it needs more work. Senator Jordan joined the
discussion and stated he is opposed to the motion to bless this bill. He feels that giving both parties until
Tuesday to resolve some of the issues is more than adequate. Chairperson Brownlee stated that she also felt
giving all parties concerned until Tuesday was adequate time to resolve the issues with this bill. _Senator
Schodorf withdrew her motion to bless the bill.

Chairperson Brownlee adjourned the meeting with the next schedule meeting being on Tuesday, February 21,
2006 at 8:30 a.m. in room 1238S.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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SENATE BILL No. 5315

Bv Committer on Commerce

bs Miern
-

AN ACT comeerning workers compensation: relating to arontp-Tunded
workers eotpensation pocl: surplus {undls: adequate surplas {imls:
amending K.S. A, 44-382 and repealing the existing section.

Br it enacted by the Legistature of the State of Kansas:
Section 1. K.S.A. 44-552 is herebv amended to read as lollows: £4-

PROPOSED AMENDMENT
Kansas Association of Insurance Agents
Aggregate Excess Insurance / Actuarial Review
February 17, 2006

552. Application for a certificate of anthority to operate a gronp-lunded
workers compensation pool shall be made to the commissioner of insur-
ance not less than 60 davs prior to the proposed inception date of the
poal. The application shall inclnde the following:

(a)

ial A copv of the Infaws of the proposed pocl. a copy of the articles
of meorporation. if anv. and a copy of all agreements and rules of the
proposed pool. If anv of the Ivlaws. articles of ineorporation. agreements
or rules are changeel. the pool shall notifv the commissioner within 30
davs after such change.

bl A copv of the trmst agreement securing the pavinent of workers
compensation henefits. If' the trust agreement is changed. the pool shall
notify the commissioner within 30 days after such l]mucrr

(i Designation of the initial haard of trustees and administrator.
When there is a change in the membership of the hoard of trostees or
change of administrator, the poel shall notily the commissioner within 30
days after such change.

idi The address where the books and records of the pool will be
maintained at all times. 1 this address is changed, the ponl shall notily
the commissioner within 30 davs after such change.

et An individual application for each iitial member of the pool
Each individual application shall include a corrent certified financial
statement on a form approved by the conmumissioner.

(£ A current certified financial statement on a form approved by the
commissioner showing that (11 the combined net worth of all members
applving {or coverage on the inception date of the pool is i an amount
not less than $LOGDOM) in the case of a pocl meeting the requirements
of suhsection ia) of K.S.A, 44-351 and amendments thereto. or (2) the
combined net worth of all members applving for coverage on t]w incep-
tion date of the poal is in an amount of $1. 250,000 in the case of a poal

(M

Renumber remaining subsections as paragraphs.
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meeting the requirements of subsection (b of K.S.A. 44-3581 and amend-
ments thereto.

igr A cwrrent certified lnancial statement on a form approved by the
connissioner showing the financial ability of the pool to meet its obli-
gations under the workers compensation act.

ih Evidence that the annual Kansas gross premium of the pool will
be (11 not less than $250.000 in the case of a pool meeting the require-
wments of subsection (w) of K.S.A. 44-5351 and amendments theutn ori2)
not less than 5500000 in the case of a pool weeting the requirements of
subsection (b} of K.S. AL 44551 and amendments thereto. The anunual
Kansas gross premimn shall he based upon the anthorized rates as filed
by the national conneil of compensation insurance.

i) An indemmity agreement jointly and severally binding the group
and eacly member thereol to comply with the provisions of the workmen's
compensation act. The mdemnity agreement shall be in a form acceptable
to the conunissioner.

(jr i1l Proof of payment by each member of a pool, whiclh meets the
requirements of subsection (a) of K.S.A. 44-551 and amendments thereto,
of not less than 25% of the estimated annnal premium into a designated
depositon: and

(21 proof of payment by each member ol a pool, which meets the
requirements ol subsection (b of K.S.A $4-5351 and amendments
thereto, of not less than 35% of the estimated annnal preminm into a
designated depository.

ik A copy ol the procedures adopted by the pool to provide services
with respect to underwriting matters and safety engineering,

il A copy of the procedures adopted by the pool to provide claims
adjusting wnd reporting of loss data.

im A confirmation of spw‘:ii'ic and aggregate excess insurance, or/
adequate surplus funds as approced by the conmudssioner. except that, in
the case of o pool authorized under subsection (b} of K.S. A, 44-551 and
amendinents thereto, such pool shall maintain an aggregate excess palicy
witli a limit of not less than $2.000 000 which attaches at no more than
125% of standard premium.

im) Any other relevant factors the conunissioner may deem necessary.

A_WJ;PC)‘,_!"’{TL'EF‘C e -—‘ ". S ¥ . —

0 TSurplus funds”™ means retained carnings of the Hmi&ﬁ’l’?ﬂ_’;m‘ws
have been establishied for all known and incu rred=5at not reported. losses
of the pool after all other ff{fbi’“i’f;.vﬁf?}’ﬁ’rpo{lf including anearncd pre-
nidain reserces, hace beerr deducted from total assets:; aud

(27, “udequate smp[m }‘H.'Ju’\ medairs the aiownt necessary for the pool /

o
Y JTI?I(TLTfr‘S‘r’tLru.-s-lnt Tl Uu.fum o7,

/

Sec. 2.0 RS AL 44-552 is hereby repealed.

in lieu of the aggregate excess
insurance required herein,

(b) The commissioner may require an independent actuarial review
of claims reserves as part of the commissioner’s review of surplus
funds.

(c) For purposes of this section:

(1) “Surplus funds’’ means retained earnings of the pool after
reserves have been established for all known and incurred, but not
reported, losses of the pool after all other liabilities of the pool,
including unearned premium reserves, have been deducted from total
assets.

(2) “Adequate surplus funds’’ means the amount necessary for the
pool to fund its self-insured obligations.
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SENATE BILL No. 515

By Committee on Commercs

AN ACT comceming workers compensation: relating to group-fimded
workers compensation pool: sirplus finds: adeguate surplus funeds:
amending K.S.A. 44-582 and repealing the existing section.

Be it enacited by the Legislature of the State of Kansas:
Section [, K.S.A. 44-582 is herebv amended to read as follows: 44-

PROPOSED AMENDMENT
Kansas Association of Insurance Agents
Level of Insurance Coverage
February 17, 2006

582, l)illld_dt]ﬂll {or a cortificate of :H]HJU]]{'\ to operate 4 gronp- Tunded
wer l«a 15 compensation pool shall be made to the commissioner of insur-
ance not less than 60 davs prior to the proposed imception date of the
pocl. The application s shall include the e owing:

(2)

ial A copy of the Tnlaws of the proposed poala copy of the articles
of ncorporation. if anv. and a copy of all agreements and mles of the
propased poel. Hany of the bvlaws, articles of incorporatiom. agreements
or les are changed. the pool shall notifv the commissioner within 30
davs after snch change.

ikl A copval the trust agresment securing the pavient of fworkers
compensation benefits. If the trust agrecment is changed. the pool shall
notity the commnissioner within 30 dms after such ¢ ]uuu;.“

il Designation of the initial hoard of trustees and administrator.
When there is a change in the membership of the board of trustecs or
change of administrator, the poel shall netifyv the commissioner within 30

davs after such change.

i The address where the books and records of the poal will be
maintained at all times. I this address is changed. the pool shall notify
the commissioner within 30 davs after such change.

irl An individoal lpphcatmn lor each mitial member of the ponl.
Eacli individual application shall include a current certified finaneial
statement on a form approved by the conumissioner.

i1 A current certified financial statement on a formn approved by the
commissivner showing that (11 the combined net worth ol all members
apphing lor coverage on the inception date of the pool is in an amount
not less than $1O000 in the case of a pool meeting the reguirements
ol subsection ia) of K.S.A. 44-538]1 and amendments thereto. ar (23 the

combined net worth of all members applving for coverage on the ineep-
tion date of the poal is in an amount of $1.250,000 the case of a poal

(1)

Renumber remaining subsections as paragraphs.

“e b
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meeting the requirements of subsection (b of K.S. A 44-351 and amend-
nents thereto.

{gi A current certified financial statement on a form approved by the
cotnmnissioner showing the financial ability of the pool to meet its obli-
gations mnder the workers compensation act.

tht Evidence that the anmual Kausas gross preminm of the pool will
b (L1 not Less than 3250000 i the case of a poo] meeting the recuire-
ments of subsection (W of K.S.A. 34-351 and amendments thereto, or (2]

not less than $300,000 in the case of a pool meeting the requirements of

subsection (b of K.S.A. 44-351 and amendments thereto, The annual
Kausas gross premivm shall be hased upon the anthorized rates as {iled
b the national connedl of compensation insuranee.

(1 An indenmity agreement jointly and severally binding the group
and each member thereof to comply with the provisions of the workinen’s
compensation act. The indemuity agreement shall he in a form aceeptable
to the cotmnissioner,

{ji 1y Proot of payment by each member of a pool, which meets the
recuiremnents of subsection ia) of K.5.A. 44-351 and amendments thereta,
of not less than 23% of the estimated annual premium into a designated
depositon: and

{21 proof of paviment by each mewmber of a pool, which meets the
requirements of subsection (b of K.S.A. 44-581 and amendments

thereto, of not less than 35% of the estimated annnal premium into a
designated depositony,

ki A copyv ol the procedures adopted by the pool to provide services
with respect to underariting matters and satety engineering,

i1 A copv of the procedures adopted by the pool to provide claims
adjusting wnd reporting of loss data.

imi & comfirmation of specific and aggregate excess jnsurance. or
acequate surplus funds as approved by the conmidssioner, except that, i
il K.S.AL 44-5581 awd

the case of a pool autherized under snbsection ¢

amendments thereto, such pool shall maintain an aggregate excess policy

with a limnit of uot less than $2.000.000 shich attaches at no more than
125% of standard premium,
ini  Any other relevant factors the connnissioner may desm necessary.

(R Loy IJII,UL-J 'Jlrll![n SEctH o —
il USurplus funds™ nweans retained carnings of the ;w_Laﬁ'u roserves
hace been establishe o for all knoww and u-um,d—'hff not reported. losses
of the pool after all other liabilities-of the ;uw[, including unearned pre-
) ! OHLLEs-] £
miin reserces. have beenrdeducted from total assets: and

(21 “adequate seupz’m funds” means Hhe amownd necessary for the pool

*r*ﬁn%#ﬁrs*“ﬁ:nmwm'—rbﬁrmmw— —

(b) The commissioner shall review the specific and aggregate excess
insurance carried by the pool, the proposals for specific and
aggregate excess insurance received by the pool from insurance
companies willing to provide specific and aggregate excess and
approve or disapprove the pool’s specific and aggregate excess
insurance.

(¢) For purposes of this section:

(1) “Surplus funds> means retained earnings of the pool after
reserves have been established for all known and incurred, but not
reported, losses of the pool after all other liabilities of the pool,
including unearned premium reserves, have been deducted from total
assets.

(2) ““Adequate surplus funds’” means the amount necessary for the
pool to fund its self-insured obligations.

Sec. 200 K.S.AL 44582 3s Diereby repealed.
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JIM BARONE Senate Chanber COMMITTEE ASSIGNMENTS
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ECONOMIC DEVELOPMENT

FINANCIAL INSTITUTIONS AND
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HOME ADDRESS:
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ROOM 181-E, STATE CAPITOL
TOPEKA, KANSAS 66612-1504
(785) 296-7370
1-800-432-3924

INFORMATION REQUESTED BY
SENATE COMMERCE COMMITTEE

CURRENT STATISTICAL INFORMATION ON WORKERS
COMPENSATION

. A significant number of workers compensation cases are notlitigated as
evidenced by Kansas Division of Workers Compensation statistics
showing 64,761 accident reports were filed in fiscal year o5. Of those
only 6,132 were assigned to ALJ’s, which is 9.4% of that number. A
smaller number of these cases, approximately 425-475, are litigated per
yvear to an Award by the Administrative Law Judge. This means less than
1% are litigated to an Award by a judge. (Division of Workers
Compensation statistics, Attachment A). Senate bill 461 will greatly
increase the number of litigated cases over the issue of preexisting
conditions.

. For Agribusiness, the NCCI rate sheets show that for the NCCI class code
grain elevator 8304, the rate decreased 2.3 % from 2005 to 2006. This
is one of the most dangerous industries, just look at the DeBruce Grain
elevator explosion.

. In 2005, Agribusiness workers suffered a substantial number of lost

time injuries as reported to the Division of Workers Compensation.
(Attachment B)

Senate Commerce Committee
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Agribusiness can obtain workers compensation insurance from 6
insurance companies:

Nationwide Agribusiness

Farmers Insurance

Commerce and Industry (AIG)

Farmland Mutual Insurance

Western Agricultural Insurance Company
Assigned Risk Pool

Kansas ranked 6™ in profitability among all the states in workers
compensation insurance in 2003 and 3" in 2002. (Attachment C)

Inthe first six months of 2004, the property/casualty insurance industry
made more money than in any other six month period in history
(Attachment C, p.2)

Workers compensation rates in Kansas are far lower than both the
countrywide regional averages. Kansas workers compensation loss
costs are 1.17 compared to a countrywide average of 1.6, and an average
in the five state KS-OK-MO-NE-CO region of 1.70. (NCCI statistics,
Attachment D)

Medical costs represent approximately 60% of indemnity payments in
Kansas according to NCCIl information. (Attachment ¥) The NCCI study
determined that workers compensation paid more for prescription
drugs than under group health. (Attachment E)

U
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© Kansas Division of Workers Compensation Annuul Statistical Keport 2005

The staie of Kansas has a compelling interest in the safery, health and productivity of its
workforce. An important aspect of that commitment is the division’s daily monitoring of the
wotkplace environment and periodic analysis of the incidence and severity of occupational
injuries-and illnesses within the state. Every year the division publishes its decision support data
for the Legislature and interested parties in the form of the Annual Statistical Report. The first
part of this section provides information on many aspects of occupational injuries and illnesses in
the state of Kansas for FY 2005, including the causes, nature and source, and industries in which
they occur and the body member implicated in the reported injuries and illnesses. Discussed next
is the widely reported private industry injury incidence rates published by the federal Bureau of
Labor Statistics (BLS) of the United States Department of Labor and Kansas Department of
Labor (recently, responsibility for reporting this information was transferred to the Labor Market
Information Systems division). Calculated incidence rates for “non-federal” employment in the
state of Kansas for the last 11 fiscal years are compared and contrasted with those of BLS.

Occupational Injuries and Hlnesses in Kansas

Kansas classifies nonfatal occupational injuries, according to severity, as “no time lost,” “time
lost,” and “fatal.” “Time lost” injuries are those that “incapacitate the person injured from labor
or service for more than the remainder of the day, shift or tum.” “No time lost” injuries are
defined as those in which the employee did not miss work beyond the remainder of the day, shift
or turn. Injuries resulting in death are codes as “fatal.” In other words, the most severe types of
occupational mjury or illness are classified as fatal while the least severe are reported 2s “no time
lost” cases. Table 2-1 contains the aggregate totals (by severity) of Kansas’ occupational injuries
and illnesses for the last 11 fiscal vears.

There were 64,761 occupational injuries and illnesses reported to the Division of

Workers Compensation during FY 2005. The FY 2005 total reflect all accidents

occurring during the year, including fatalities, and represents an increase of 387 reported

ijuries and illnesses, or a 0.6 percent mcrease, from the previous year’s total.

“Tom another perspective, 177 employees per day were either mjured or Killed on the job
in Kansas last fiscal year.

«  Workplace fatalities, the most severe type of injury, increased 29.5 percent from the
previous year (to 57, from 44 reported deaths), and were the same as the 1 1-year average
of reported cases.

= The 36,335 “no time lost” injuries and illnesses reported constitute 56 percent of all
reported mjuries and illnesses. “No time lost” injuries decreased by almost 25 percent
from the previous year’s totals.

«  “Time lost” injuries and illnesses totaled 28,369, a 77 percent increase from the previous

year’s totals. Part of this increase can be explamed by the fact that the division has stop

utilizing the “hospitalization” coding for statistical purposes. Instead, due to the lack of

data, standards and use by other states, the division now collapses all reports that signal a

hospitalization as a “lost time” case to be consistent with the U.S. Department of Labor’s

practices.

26
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Kansas Division of Workers Compensation Annual Statistical Report 2005

LEGAL SECTION

Judicial

Table 1-3 Continued
FY 2005 Administrative Law Judges' Case

Report
Motion m Agreed Post-Stimt

MONTH Hearing ( Awards/ Awards Conf.Held Inactive
JULY 14 43— 28 8 272
AUGUST 12 35 27 11 339
SEPTEMBER 18 42 36 8 362
OCTOBER 24 40 26 4 309
NOVEMBER 16 32 33 10 327
DECEMBER 20 38 33 11 329
JANUARY 18 47 25 4 318
FEBRUARY 19 4 25 £] 329
MARCH 17 43 40 3 342
APRIL 16 35 40 12 343
MAY 20 35 49 10 282
JUNE 21 26 44 B 361
TOTALS 215 /457 ] 406 08 3,913

Source: Kansas Division of Workerskﬁeﬁa';re‘éation

Mediation

The Mediation unit provides parties a means of resolving disputes in an informal and non-
adversarial atmosphere. The objectives of the unit are threefold: educate the public on the
benefits of using mediation as a means of resolving disputes, increase utilization of the mediation
process and provide cost savings to the workers compensation system by reducing the number of
issues being litigated. It assists, through a variety of mechanisms such as a mediation conference,
both claimants and respondents in a timely manner — within seven days or as requested by the
parties. In addition, the Mediation unit provides educational training to insurance carriers on the
benefits of utilizing the mediation process as a means of resolving disputes associated with
workers compensation claims.

18
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Kansas Division of Workers Compensalion

Annual Statistical Report

Table 2-18 continued

SIC Code Reported in Occupational Injuries & llinesses by Severity

FY2005
No Time Time

SiC Los! Losl Fatal Toial Inj/lll
Electrical Equipmenl for Internal Combustion Engin 13 13 26
Electrical Industrial Apparaius, NEC 4 12 16
Electrical Machinery, Equipment, and Supplies,

NEC 1 1
Electrical Work 160 148 308
Electronic Coils, Transiormers, and Other Induclor 1 1
Electronic Componenis, NEC 1 7 8
Electronic Parts and Equipment, NEC 24 13 37
Electroplating, Plating, Polishing, Anodizing, and 14 19 33
Elementary and Secondary Schools 77 301 378
Elevators and Moving Stairways 1 1
Employment Agencies 77 140 217
Engineering Services 24 13 37
Envelopes 16 14 30
Equipmenl Rental and Leasing, NEC 34 51 85
Excavation Work 30 40 71
General Medical and Surgical Hospitals 1,348 1,187 2,535
Executive Offices 1 1 2
Explosives 9 9
Fabricaled Melal Products, NEC 44 5 49
Fabricated Pipe and Pipe Fitlings 2 3 5
Fabricated Plate Work (Boiler Shops) 22 52 74
Fabricated Rubber Products, NEC 8 8
Fabricated Structural Metal 9 17 26
Fabricated Textile Products, NEC 1 1
Facilities Support Management Services 30 5 35
Family Clothing Stores 95 7 102

(/Fdarm and Garden Machinery and Equipment 146 180 @
Farm Labor Contraclors and Cre ders 3
Farm Machinery and Equipment 235 117 352
Farm Product Warehousing and Storage 3 10 13
Farm Supplies 29 25 54
Farm-Product Raw Materials, NEC 2 2
Federal Reserve Banks 4 4
Fertilizers, Mixing Only 2 2 4
Field Crops, Excepl Cash Grains, NEC 2 2
Fire Protection 8 45 53
Fire, Marine, and Casually Insurance 14 10 33
Fish and Sealoods 3 4
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Table 2-19 continued

SIC Code Reported in Occupational Injuries & llinesses by Severity

FY2005
No Time Time

SIC Lost Losl Falal Total Inj/ll
Fial Glass 69 5 74
Floor Covering Slores 32 15 47
Fleor Laying and Other Floor Work, NEC 11 15 26
Florists 8 6 14
Flour and Other Grain Mill Producis 39 68 107

TNOrsery Slock, and Florists' Supplies 5 5
Fluid Milk 1 9 10
Fluid Power Cylinders and Acluators 2 2
Fluid Power Pumps and Molors 48 2 50
Food Crops Grown Under Cover 5 5
Food Preparations, NEC 6 34 40
Food Products Machinery 18 18
Foolwear 39 6 45
Forestry Services 3 3
Fresh Fruits and Vegetables 36 36
Frozen Specialties, NEC 60 2 62
Fuel Oil Dealers 1 1
Functions Related to Deposit Banking, NEC 6 B
Funeral Services and Crematories 8 2 10
Furniture 5 74 79
Furniture and Fixtures, NEC B 6
Furniture Slores 37 67 104

. Garment Pressing, and Agents for Laundries and

Dry 4 4
Gas and Other Services Combined 3 3
Gaskets, Packing, and Sealing Devices 3 1 4
Gasoline Service Slations 46 40 86
General Automotive Repair Shops 44 48 92
General Confractors-Industrial Buildings and Wareh 33 40 73
General Contraciors-Nonresidenlial Buildings, Othe 181 63 244
General Contractors-Residential Buildings, Other T 21 15 36
General Contractors-Single-Family Houses 265 391 659
General Farms, Primarily Crop 13 B 19
General Farms, Primarily Livestock and Animal
Spec 17 17
General Governmenl, NEC 4 2 6
General Industrial Machinery and Eguipment, NEC 7 2 9
Eating and Drinking Places 1,272 815 2,087
General Warehousing and Slorage B 32 38
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This report first describes the current state of the property/casnalty insurance

industry countrywide. Second, 1t explains the current state of the countrywide workers

compensation industry. Third, it analyzes the Fansas workers compensation market in

general. Fourth, il discusses the Fansas residual workers compensalion markei--the

means by which K ansas employers who msurers refuse to voluntarily insure obtain

coverage. Finally, it explains how the [ ansas residual market might be reformed so as to

reduce Kansas worlcers compensation insurance system costs across the board--thus

enabline worlkers commpensation benefits to be increased while maintainine todav’s low

workers compensation rates.

. The profitability of the property/casualty insurance industry nationally

During the first six months of 2004, the property/casualty insurance mdustry made

~

more money than in any other six-month period in history: it had a record profit of $23.5

. billion, which is more than the industry has made in all but four 12-month periods. The
industry also had an all-time-high strplus--surplus is the amount of money insurers hold
they have set aside to pay future claims—-of $370 billion. This

in addition to the amount

record $370 billion in surplus is the result of a record merease of $85 billion, or 30%, 1n

only 18 months.

The Teinsurance industry--reinsurance is insurance thal msurance companies buy

1o cover claims above a certain Jevel--hag also been em ovine record profits. In 2003 (data

has not yel been released for 2004) the ratio of projected losses to premiums collected n
the reinsurance industry was the lowest it has been since before 1991. In addition,

reinsurance capacity has increased: for example, the capacity of Lloyds of London,



perhaps the besi-known reinsurer in the world, has risen by 50% in only three vears, from
%10 billion 1o $15 billion pounds--almost $30 billion at today’s exchange rate.

The record profitability and record surplus of both the msurance industry and the
reinsurance industry is obviously good news for thie Insurers and reinsurers who receive
those profits and hold that surplus. But itis also oood news for buyers of insurance
throughout the United States: record profits m the insurance business means that
g, and that new cOmpames will be entering the industry

insurance rates will soon be fallm

seeldng to obtain some of those record profits for themselves.

. The profitability of the worlers compensation insurance industry nationally

Workers compensation insurance is a type of property/casualty insurance. Like
fhe property/casualty industry as a whole, workers compensation was extremely profitable
in 2003. The countrywide loss ratio for workers compensation for 2003 was the lowest it
has been since 1997; and even the residual markei-the market created by the industry as a
whole for employers who insurers refuse o voluntarily insure, which almost always
produces a loss-came close to breaking even, with its best performance since 1997,

The most significant reason workers compensation insurance profitability has

been increasing appears to be that injured workers are filing fewer claims: claims filed

have been declining substantially for all types of cases, against all types of employers, and

in all regions of the country. For example, between 1997 and 2002, the following

decreases in workers compensation claims occurred:

1. Decreases in Workers Compensation Claims by Type of Injury

Type of Claim Decrease
Fatality 21%

Bl



Permanent Total 14%

Permanent Partial 19%
Temporary Tolal 30%
Medical Only 25%

1. Decrease in Workers Compensation Lost Time Claims by Size of Clalm

Size of Claim Decrease
> $50,000 4%
$10,000-550,000 - 11%
$2,000-$10,000 26%
< $2,000 51%

ML Decrease in Workers Compensation Claims by Size of Employer

Size of Employer Decrease
(bv payroll)

<$250,000 21%
$250,000-51 million 30%
%1 milliop-$5 million 27%
%5 million-$20 million 34%
$20 million-$100 million 31%
> $100 million 31%

As aresult of all these decreases, workers compensation costs nationally now

account for just 1.8% of payroll.
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T The profitability of the worlers compensation insurance industry in Fansas

Asprofilable as the workers compensation msurance Industry has been nationally

in recent vears. in Kansas it has been even more profitable. For example, the loss ratio

for Tansas workers compensation nsurance has steadily declined since 1995, both for

indemnity payments and medical payments. Specifically, the medical loss ratio--the ratio

of projected claims payments 10 premiums collected—dropped from .71 Lo .54, or by 24%,

while the indemnity loss ratio dropped from 63 to 42, or by 33%. A loss ratio of .54

means that 46 cents of every premium daollar 15 available for profit and expenses; a loss

catio of .42 means that 58 cents of each premium dollar is available for profit and

expenses. With loss ratios that low, even the most inefficient companies-companies with

higher-than-average e penses-enjoy substaniial profits.
Not surprisingly in view of these extraordinarily low loss ratios, K ansas 1s one of

the most profitable states in the nation for workers compensation insurance. In 2003, for

example, [(ansas ranked 6% in profilability among all the state, and in 2002 it ranked 37

Perhaps most impressive, Kansas is one of only 6 states in the nation in which i both

2002 and 2003 workers compensation MsUrers boaked a profil even before addine in their

investmen! income. Like most insurers, workers compensation insurers expect 1o pay oul
more in claims and expenses than they take in n preminms because they make such a
substantial profit from the investment income that accrues on the premiums they collect.
t had anet gain due to their premiums

T ansas workers Compensation insurers, I contras

exceeding their projected claims in addition to their mvestment Income.
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Happily for Kansas employers, however, high profits for worlkers compensation

insurers have not translated o high workers compensation insurance rates for

employers. To the conirary, Kansas workers compensation rales have remained

essentially flat since 2000, except for a 17% increase in 2001 in the residual market. In

line with its recommendations for recent yeas, the National Council on Compensation

Insurance--the insurance industry organization that publishes “advisory” rales and

projects future claims payments for the industry—-has recommended negligible inereases

for 2005: a 1.7% increase in the voluntary markel, and a 4% increase in the residual

marlet.

Morsover. workers compensation rates in Eansas are far lower than both the

countrywide and recional averages. Specifically, on the NCCT’s index of state-by-state

workers compensation rates, K ansas workers compensation loss costs are 1.17, compared

to a counirywide average of 1.60 and an average in the five-state KS-OK-MO-NE-CO-

region of 1.70.
The reason Kansas workers compensafion insursrs have enjoyed substantially

above average profits while at the same time IZansas employers have paid substantially-

below-average rates is that Iansas workers file relatively few compensation claims, and

when thev do file claims they receive relatively little compensation. For example, claim

frequency dropped substantially In Kansas between 1995 and 2002-from 45 to 33 per §1

million in premivm. Similarly, between 1992 and 2002, lost time cases dropped from 4.3

per 100 workers to 3.0 per 100 workers, or by 30%. The decline in such claims in

manufacturing and construction was particularly dramatic: m manufacturing they dropped

by 42%~from 7.3 to 4.2-and n the construction industry by 39%--from 6.7 to 4.1.



Even more significant, the compensation Kansas workers receive on those

infrequent occasions when they do file a claim is by far the lowesi in the 5-state region

that includes Kansas: according 1o the NCCI, injured workers in IZansas receive an
average of approxdmately $13,000 in Kansas, but an average of between & é,[)DO and
$23.000 in Missouri, Colorado, Nebraska and Oklahoma.

Finally, 364 insurers are today wiiiing workers compensation busmess m K ansas.

This is not surprising in view of the high profits available in K ansas to worlcers

compensation insurers, ncluding those msurers with very high cost structures.

TV. Can the operation of the I ansas workers compensation imsurance market be

‘improved?
. The Kansas workers compensation insurance market appears to be functioning 10
benefit both the insurers who write the insurance and the employers who buy 1t insurance
company profits are high, and insurance rates are low.

Both msurers and employers, therefore, can reasonably be expected to be
extremely satisfied with the Kansas workers compensation system.

K ansas worlkers, on the other hand, are not as well-served by the ansas workers

compensation system: the reason the Kansas workers compensation system produces both

high profits for insurers and low rates for employers is that workers compensation

benefits in Kansas are extremely limited. For example, the maxinmum weekly benefit in

K ansas is the seventh lowest in the naiion. In particular, i1 15 much Lower than m any of
the four states bordering on Kansas: Kansas® $440 compares io $528 in Oklahoma, $542
in Nebraska, $659 in Colorado, and $663 in Missourl. Moreover, IKansas warkers

compensation benefits are far lower than workers compensation benefits countrywide for

26



every injury type, and for both medical and indemnity benefits. Specifically, for medical

and indemmity benefits combined, Keansas benefits are just 7004 of the national average.

1t would be possible 1o raise benefit levels, while at the same fime retaining
workers compensation rates at their current low levels, by reforming the one element of
fhe T ansas workers compensation insurance sysiem that is not worling well: a residual
market structured "L'U‘ increase costs rather than o constrain them. The residual market is
{he means by which employers who workers compensation msurers refuse to voluntarily
mswre can-and musi-obtain msurance, since the law requires employers to have worlkers
compensation insurance, but does not require msurers o sell workers compensation
insurance to any particular employer. In Ilansas, the msurance mdustry and the
government agree on the rates 1o be charged in the residual market, which are higher than
voluntary rmaﬂ(et rates, and all workers compensation insurers share in the results of that
market: whether the market has a profit or loss, each carrier is responsible for that profit
or loss in proportion to its market share.

Because each insurer is responsible for the results of the residual market only in
proportion 1o its market share, no single insurer has a substantial incentive to control
residual market costs, On the other hand, one or more of the largest insurers typically

_receive a fee for functioning as so—caﬂed “servicing carriers”--collecting the ]Jrel}djllllls
and paying out claims for the residual market - and because this fee 1s calculated as a

percentage of either the premium they collect or the claims they pay, the bigger the i

yesidual market the higher a servicing carmier’s compensation. Thus, while no msurer has

a significani interest in restraining costs in the residual marlket, servicing carriers have an

interest in increasing those costs. This system not only drives up residual market rates,

&1



but alse drives up vohmiary markel rates, since the increased costs of the residual market
are passed through 1o employers in the voluniary market
The marmer in which the residual market ig structured in Iansas has had the

following adverse effects:

1 The Fansas residual markel loses money.

On %66 million in residual market premium written in 2003, the Kansas residual

market had an underwriting loss of $24 million. N otwithstanding K ansas’s low worlers

compensation rates this underwriting loss has the effect of raising K ansas’s voluntary

market Tates, since the voluntary market carriers pay for the loss in proportion to their

“market share, and they pass that loss though to their voluntary market policyholders. At

Jhe same lime. aJoss in the residual market doesn’t mean a loss for the servicing CATTIET.

To the contrary. it means higher fees to the servicing carrier.

9 Whether measured by premium volume or mimber of policies. more workers

compensation business is in the residual markel i1 Fansas than virtuallv anv other state.

Tor example, of the 19 states in ‘which the N CCI administers the residual market,
Kansas had the 27 highest preminm volume in the residual market—-19.4%--in 2003, and
the highest percentage--20.3%--in 2002. Moreover, the percentage of policies n the
{esiduaﬂ market almost doubled between 2001 and 2003, increasing from 17.65% 1 2001
to 33.4% in 2003. Whether measured by premium volume or number of policies, the

amount of workers compensation business in the residual market in Kansas 1s now



approximately twice the national average. Notably, employers in the residual market are

adversely affected not just because they pay the higher residual market rate, but also

because they senerally receive less and lower-quality services—-including loss-control

services—than do employers in the voluntary marlket.

3 The Kansgas residual markel containe a higher percentace of businesses who are

there not because they are unsafe but because they are small.

11 appears that in Kansas a disproportionate number of small businesses are placed

i1 the Tesidual market not because of any adverse claims experience bul solely because

fhev are small. For example, in Kansas 74.16% of the policies in the residual market are

for $2.500 or less; they account for 14.74% of residual markel premiwn volume. Only
three of the 23 states for which the NCCI collects data have a higher percentage of

policies with $2,300 or less n premium; and in only three other staies do such policies

account for a hicher percentage of premium volume than they do in Kansas. To the

exdent small businesses are placed in the residual market desprte good claims experience,

they are unfairly required io pay higher rates, and to recerve lower levels of service, than

they would in the vohmtary marlet.

4 The claims experience of the business in the residual market in Kansas is much
more favorable than is the experience of the residual market countrvwide.

While the number of policies in the residual market in Kansas increased m 2003,

{he average experience mod of all policies in the pool decreased, to approximately 1 .06,

which was substantial

Iy below the national average of 1.10. This means that substantially

more business with wood claims experience is placed in the Kansas residual marlket than

is placed in the average state’s residual market, Such businesses are unfairly required to

pay higher rates, and to receive lower levels of service, than they would in the voluntary



marlket.

Replacing the existing residual market with a competitive bidding process which

forces insurers to compete for the residual marlet business on 2 “winner-take-all” basis

could amelorate the problems outlined above. Under such a process, the insurer offering

the lowest ates for residual market business would obtain all that business, and would be

on the risl for the resulis of that business: unlike servicing carriers in the present system,

it would earn a profit only if the residual marlet earned a profit. It would therefore have

an incentive to comlain costs in the residual market to the greatest extent possible.

Moreover, because other carriers will no longer pay for any losses in the residua

market and will therefore not include the cost of any such lozses in their voluntary market

rates, a competitively-bid residual market should also reduce volhuntary marlcet rates. And
finally, a competitively-bid residual marlet ghonld maximize safety-since maximizing

safety reduces workers compensation losses, and reducing losses will increase the

residual market carrier’s profits.

Conclusion
From a business or insurer perspective, any change in the F ansas workers

compensation system may appear 1o be gilding the lily, since imsurance profits are high

and insurance rates are low. Nevertheless, the structure of the residual market in [<ansas

has cansed both residual and voluntary markel rates to be higher than they would be if the

residual marlet were structured Lo create incentives to limil costs rather than increase

[

them. If the residual market were siructured to create such incentives, benefit levels
could be increased while retaining today’s low workers’ compensation rates, or those

already low workers” compensation rates could be further reduced -while retaiming current
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After Adjusting to Kansas Payroll Distribution,
Kansas Average Loss Cost s the

Lowest in the Region 3
Current Average Voluntary Pure Loss Costs Using
2 00 - Kansas Payroll Distribution
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Regional Average includes Colorado, Missouri, Nebraska, and Oklahoma.
Based on the latest NCCI published rates and loss costs in each state.
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NMedical Benefits Constitute the
Majority of Total Benefit Costs in Kansas

1\ 59.4%

lKansas
57.4%
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NCCI Prescription Drug Study
Key Findings

e n 2001, workers compensalion insurers paid roughly 75%
more than Group Health (GH) for the same drugs

e Prescription drug share of medical costs in workers

compensation increased to approximately 129 in AY
2002

» After dominating for several years, utilization increases
had a lesser impact than did price increases on workers
compensation drug costs in 2002
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Workers Comp vs. Group Health Payments for |
| Prescription Drugs

3

 We compared payments for a fixed group of drugs
common to workers compensation (WC) with payments

made for those same drugs under Group Health in
2001

« WC paid approximately 125% of Average VWholesale
Prices (AWP)

e Group Health paid approximately 72% of AWP

o WC paid approximately 75% more than Group Health
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Prescription Drugs’ Share
of Total Medical Costs

Accident Year Drug Costs/Total

(estimated at ultimate)
Injury Year

1997

1996

1989

2000

2001

2002

Medical

% RBX
10.1%
10.6%
11.1%
11.5%
11.8%
12.1%
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Sesston of 20606
SENATE BILL No. 461
By Committee on Commerce

1-26

AN ACT concerning workers comipensation; relatiug to preexisting con-
dition; permanent partial general disability: supplemental functional
disability compensation; amemhmr K.3.A. 44-510e and K.S.A. 2005
Supp. 44-501 and repealing the existing sections.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 2005 Supp. 44-501 is hereby amended to read as
follows: 44-501. (a) If in anv employment to w. hich the workers compen-
sation act apphies, persoml injury by accident arising out of and in the
course of emplovment is caused to an emplovee, the employer shall be
liable to pay compensation to the emplovee in accordance with the pro-
visions of the workers compensation act. In proceedings under the work-
ers compensation act, the burden of proof shall be on the claimant to
establish the claimant's right to an award of compensation and to prove
the various conditions on u}uch the claimant’s right depends. In deter-
mining whether the claimant has satisfied this burden of proof, the trier
of fact shall consider the whole record.

(h) Except as provided in the workers compensation act, no em-
plover, or other emplovee of such employer, shall be liable for any injury
for which compensation is recoverable under the workers compensation
act nor shall an employer be liable to any third party for any injury or
death of an employee which was caused under circumstances creating a
legal liability against a third party and for which workers compensation is
payable by such emplover.

(¢} The employee shall not be entitled to recover for the aggravation
of a preexisting condition. except to the extent that the worker nlatvd injury
causes increased disability. Any award of compensation shall be reduced
by #he: (1) The amount of functional impairment determined to be pre-
c"q:,tmﬂ or

PROPOSED AMENDMENT
SENATOR EMLER
February 16, 2006

(2} b!,r the percentage that the preexisting condition/ whether or not
a Hlifftl].’)lé‘. impainiient in the opinion qf{r }}h! sician, contributed to the
disability, functional impairment or work disability resulting from the
work injury.

{(d) (1) TIf the injury to the employee results from the employee’s
deliberate intention to cause such injury; or from the employee’s willful

R affecting the portion of the body injured in the

accident

Senate Commerce Committee
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implemented at the time of testing.

{e] Compensation shall not be paid in case of coronary or coronary
artery disease or cerebrove ascular mjury unless it is shown that the exertion
of the work nece essary to precipitate the disability was more than the
employee’s usual wor' k in the course of the employee’s regular employ-
ment.

{f) Except as provided in the workers comnpensation act, no construc-
tion design professional who is retained to perform professional services
on a construction pm;eut Oor any mnlﬁo‘w(’ of a construction deslgju pro-
fessional who is assisting or representing the construction design profes-
sional in the performance of professional services on the site of the con-
struction  project, shall be liable for any imjury resulting from the
emplover’s failure to comply with safety standards on the construction
project for which compensation is recoverable under the workers com-
pensation act, unless responsibility for safety practices is specifically as-
sumed by contract. The immunity ;_)m\‘;ded by this subsection to any
construction design professional shall not dppl\ to the negligent prepa-
ration of design plans or specifications.

{g) It is the intent of the legislature that the workers compensation
act shall be liberally construed for the purpose of bringing employers and
emplovees within the provisions of the act to provide the protections of
the workers compensation act to hoth. The provisions of the workers
compensation act shall be applied impartally to both employers and em-
plt’n‘ao: in cases arising thereunder.

() If the emplovee is receiving retiveruent benefits under the (eder al
social secunity act or retirement benefits front any other retivernent sys-
tem, pzog:mm or plan which is provided by the empio\.e; against w hich
the claim is being made. any compensation benefit pavments which the
employee is ehghle to receive under the workers compensation act for
such claim shall be reduced by the weeldy equivalent amount of the total
amount of all such retirement benefits, less any portion of any such re-
tirement benelit, other than retirement henefits under the federal social
security act, that is attributable to payments or contributions made by the
emplovee, but in no event shall the workers compensation benefit be less
than the workers compensation benefit payable for the employee’s per-
centage of {unctional impairment.

Sec. 2. K.S.A. 44-510e is hereby amended to read as follows: 44-
510e. {a} If the employer and the employee are unable to agree upon the
ammount of compensation to be paid in the case of injury not covered by
the schedule in K.5.A. 44-510d and amendments thereto, the amount of
compensation shall be settled according to the provisions of the workers

Compensation ai-t as in other cases of disagreement, except t-h&t-, in case__

of temporary(disalility

ch
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Errpvﬂﬂﬂm_i} not covered by such schedule. the employee shall veceive

or permanent partial general disability

weekly compensation as dt e tmmvd in this subsection during such period
of temporary e+ e thalullt\l rj“'rmrﬁmlm’ Fi=—

paiementinot exceeding a maximum n{ 415 weeks. Weekly compensation

or permanent partial general

Tor temporary partis l[«-—ﬂea-ﬁ-l- disability shall be 6634% of { the dilference

l:et\\rq N thra.pu injury average gross \\PPH\ Wi ltre{-h-rr-t-}n.—l—mfdﬂfémm

d- el copns

dnd the lnnuunt the e mp[n wee l1-. actually earning after such injury in anv
tipe of emplovment. except that in no case shall such weekl conpen-
sation exceed the maximum as provided for in K.S. AL 44-510¢ and amend-
ments thereto. Permanent partial general disability exists when the em-
plovee is disahled in a manner wl hich is partial in cf haracter and permanent
in ruality and which is not cn\vted n thP ﬁtll&dillli in K.S.A. 44~ >lﬂd

and dmpndnu nis thereto.

P I | - SR 1Y | RS 1 i
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SRS PR WEOES PO RPN S CODMPSTCET Y v
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PEUSRS] pERTICC s
PEfTE eI

—H?rp?r}r;r :—hlmyqrmr%yr—mﬁﬂ"'r#ﬁ ITTTITT ‘m 1 mduuzr-.mm"
fmi ae nmm’ mu;]n]m; compensation in excess_of thepereentage of fune-
tional impairment as Fdi]»’i}_‘;i“hu!??f‘fﬁﬁﬁf& ngaging in any work or is
capable of engaging i work for wages u,urm’ fo 90% or more of the pre-

general

TR

cecictac] 3 i k-
S L BNt s Y ST

that the employee was earning prior to such injury
provided in the workers compensation act

The extent of permanent partial general disability shall be the

TR +~"r»—u—e+lvl{7~—u—¢+ﬂc} n the cvent of separation from cii-
ployment | ﬁw ceonomic reasons. for cause or roluntarily. the employee
shall not be entitded to receive general disability conpe nsation in excess

of the pereentage of ;’midmmri intpairine nt.{ If dae i H; to thewerk=
related injury, the unp.’aqu Is not engaging oy work for wages cqgual
to Y% or more of the prostafuny average gross weekly wage. iirm’mpluqu

skatt=he—ntitled—to- «,zr—mvk*—mrﬂfﬂf—fmfdeﬂmﬁ’—dﬁabfh{y—t—emqfn-muﬁk-m ;

Functional impairment sreans—theestens Jiall he expressed as a per-
centages of the loss of the use of a portion of the total physiological ca-
pabilities of the human body as established by competent medical evi-
dence and based on the fowmsh most jecens edition of the Americim
\lm[]cal Association Guides to the Evaluation nf Permanent Imp‘m ment,

tll( nnpanment is (unmnwtl tlla:]em :

extent, expressed as a percentage, to which the employee in the
opinion of the physician, has lost the ability to perform the
work tasks that the employee performed in any substantial
gainful employment immediately preceding the accident,
averaged together with the difference between the average
weekly wage the worker was earning at the time of the injury
and the average weekly wage the worker is earning after the
injury. In any event, the extent of permanent partial general
disability shall not be less than the percentage of functional
impairment.

An employee shall not be entitled to receive permanent partial
general disability compensation in excess of the percentage of
functional impairment as long as the employee is engaging in any
work for wages equal to 90% or more of the average gross
weekly wage that the employee was earning at the time of the

injury.
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the emplover and the emplovee are unuble to agree upon the employee’s
functional imipairinent and if at least two medical opinions based on com-
petent medical evidence disagree as to the percentage of functional im-
paument such matter may be referred by the administrative law judge

0 an mdcpendent health care provider w ho shall be selected b&-—the-—&é——

: ww—fudge from a list of health care providers maintained by
the &tfeeéaa- administrative law judge. The health care provider selected
b\ the director pursuant to this section shali issue an npumm :ogmdmg
e emploves’s functional fmpairment which shall be considered by the
adum‘nqtmtne faw judge m making the final determination. The amoimt
of e i permanent partial general disability benefits
owed shall be determined as follows:

{1} Find the pavment rate which shall be the lesser of (A) the amount
determined by multiplying the average gross wi eekly wage of the worker
prior to such injury by 66%% or {B) the maximum pl’(’)VIdUd in K.S.A, 44-
510¢ and amendments ther eto;

(2) find the number of disability weeks pavable by subtracting from
415 weeks the total number of weeks of temporary total d;sabzlm’ com-
pensation s prepiously paid, excluding the first 15 weeks of temporary
total disability compensation that was paid. and multiplying the remainder
by the percentage of permanent partial general disability as determined

under this subsection (a); and

(3)  multiply the number of disahility weeks determined in paragraph
(2} of this subsection {a) by the payment rate determined in paragraph
{1} of this subsection (a). T he resu teing award shall be paid for the number
of disability weeks at the full pavment rate until fully paid or modified.
If there is an award of permanent disability as a result of the compensable
injury, there shall be a presumption that disability existed immediately
after such injury. In anv case of permanent km:*m.f disability under this
section, the employee shall be paid compensation for ¢ period not to
exceed 415 weeks following the date of such injury, subject to review and
modification as provided in K.8.A. 44-528 and amendments theretcf

(4} if the employee is entitled to supplemenial functional dist
compensation. the amount of such compensation shall bezaleulated by
determining the difference between the pre-injun ﬂp{;:ngsnyawrrwe
weeldy wages. The percentage (IIH‘LWH! represent the number of
weeks of supplemental compense ) n(twrml mipamm’m i be ;de
in a(]dr!wn to fhr' n’zsafnhf

{l:‘ If an enipl o»oe has received an injury for which compensation is

and

H-d





