NORTH CAROLINA RATE BUREAU
N C R B 5401 Six Forks Road ¢ Raleigh NC « 27609

(919) 783-9790 » www.ncrb.org

February 8, 2005

CIRCULAR LETTER TO ALL MEMBER COMPANIES

Re:  Workers Compensation Insurance
Item P-1389 - Revisions to Endorsement
WC 00 03 03 B (Employers Liability
Coverage Endorsement) and WC 00 01 04
(Federal Employers Liability Act Coverage
Endorsement).

The Bureau has adopted and the North Carolina Department of Insurance has approved the
filings for revising these forms. The approved revisions removed the exclusion for bodily injury
to any member of a flying crew from WC 00 03 03 B so that it is consistent with the standard
policy. It also changes the wording of WC 00 01 04.
The attached NCCI P-1389 provides specific detail. The effective date for implementation in
North Carolina is June 1, 2005.

Very truly yours,

Sue M. Taylor

Director of Workers Compensation

SMT:dg

C-05-2
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FILING MEMORANDUM
ITEM P-1389—REVISION OF THE EMPLOYERS LIABILITY COVERAGE ENDORSEMENT

(WC 00 03 03 B) AND FEDERAL EMPLOYERS' LIABILITY ACT COVERAGE ENDORSEMENT
(WC 00 01 04)

(To be effective 12:01 a.m. on October 1, 2004, applicable to new and renewal business only.)

PURPOSE

The purpose of this item is to:

e Remove the exclusion for bodily injury to any member of the flying crew of any aircraft from the Employers
Liability Coverage Endorsement (WC 00 03 03 B), and

e Clarify the use of the Federal Employers’ Liability Act Coverage Endorsement (WC 00 01 04)

BACKGROUND

Employers Liability Coverage Endorsement (WC 00 03 03 B)

The Employers Liability Coverage Endorsement is used to provide employers liability insurance in any state,
including monopolistic state fund states (with the exception of Ohio), where the policy does not provide workers
compensation insurance.

Currently, the endorsement excludes bodily injury to any member of the flying crew of any aircraft. Our records
show that the exclusion was added to the endorsement in 1986 to be consistent with the exclusions found in
stop-gap endorsements used in monopolistic fund states.

The flying crew exclusion is not found in the employers liability part of the standard workers compensation and
employers liability policy. We were unable to determine the origin or intent of the exclusion in the endorsement
through research of federal case law, federal regulations, and the United States code. Additionally, we were
unable to locate any specialty line of coverage for this exposure. We also reviewed the workers compensation
statutes in the monopolistic fund states and found that only North Dakota has an exemption for certain flying
employees.

Since the standard workers compensation and employers liability policy does not include the flying crew
exclusion, we have determined that it would be appropriate to remove the exclusion from the Employers
Liability Coverage Endorsement.

Federal Employers’ Liability Act Coverage Endorsement (WC 00 01 04)

The Federal Employers’ Liability Act Coverage Endorsement is used to provide employers coverage under the
Federal Employers’ Liability Act (FELA) (45 USC Sections 51-60). Coverage for FELA is specifically excluded
under Part Two, Section C of the Standard Workers Compensation and Employers Liability Insurance Policy.
However, when the exclusion was added to the standard policy, Form WC 00 01 04 was not revised to
specifically state that the use of the form resulted in voiding the exclusion. Since the endorsement does not
include this language, we have determined that it is appropriate to add clarifying language to the Federal
Employers’ Liability Act Coverage Endorsement.

The enclosed materials are copyrighted materials of the National Council on Compensation Insurance, Inc. ("NCCI"). The use of these materials
may be governed by a separate contractual agreement between NCCI and its licensees such as an affiliation agreement between you and NCCI.
Unless permitted by NCCI, you may not copy, create derivative works (by way of example, create or supplement your own works, databases,
software, publications, manuals, or other materials), display, perform, or use the materials, in whole or in part, in any media. Such actions taken by
you, or by your direction, may be in violation of federal copyright and other commercial laws. NCCI does not permit or acquiesce such use of its
materials. In the event such use is contemplated or desired, please contact NCCl's Legal Department for permission.

© 2004 National Council on Compensation Insurance, Inc.
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ITEM P-1389—REVISION OF THE EMPLOYERS LIABILITY COVERAGE ENDORSEMENT
(WC 00 03 03 B) AND FEDERAL EMPLOYERS’ LIABILITY ACT COVERAGE ENDORSEMENT
(WC 00 01 04)

PROPOSAL
It is proposed that the exclusion for bodily injury to any member of the flying crew of any aircraft be deleted
from the Employers Liability Coverage Endorsement (WC 00 03 03 B), effective October 1, 2004.

It is further proposed that clarifying language be added to the Federal Employers’ Liability Act Coverage
Endorsement (WC 00 01 04) to specify that the policy exclusion of FELA coverage does not apply, effective
October 1, 2004.

IMPACT
This item does not impact current premium levels.

IMPLEMENTATION

The attached exhibits detail the changes made to the Employers Liability Coverage Endorsement

(WC 00 03 03 B) and the Federal Employers’ Liability Act Coverage Endorsement (WC 00 01 04) in NCCI's
Forms Manual of Workers Compensation and Employers Liability Insurance.

© 2004 National Council on Compensation Insurance, Inc.
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ITEM P-1389—REVISION OF THE EMPLOYERS LIABILITY COVERAGE ENDORSEMENT
(WC 00 03 03 B) AND FEDERAL EMPLOYERS’ LIABILITY ACT COVERAGE ENDORSEMENT
(WC 00 01 04)

EXHIBIT 1

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC 00 03 03 BC

EMPLOYERS LIABILITY COVERAGE ENDORSEMENT

This endorsement applies only to work in the states shown in the Schedule.
A. Part One (Workers Compensation Insurance) does not apply to work in a state shown in the Schedule.

B. Part Two (Employers Liability Insurance) applies to work in states shown in the Schedule as though they
were shown in Item 3.A. of the Information Page.

C. Part Two (Employers Liability Insurance), C. Exclusions is changed by adding these exclusions.
This insurance does not cover
13- Hy-iAj :

1413. bodily injury to an employee when you are deprived of common law defenses or are subject to

penalty because of your failure to secure your obligations under the workers compensation law of any
state shown in the Schedule or otherwise fail to comply with that law.

Schedule

States

© 2004 National Council on Compensation Insurance, Inc.
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ITEM P-1389—REVISION TO OF THE EMPLOYERS LIABILITY COVERAGE ENDORSEMENT
(WC 00 03 03 B) AND FEDERAL EMPLOYERS’ LIABILITY ACT COVERAGE ENDORSEMENT
(WC 00 01 04)

EXHIBIT 2

WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANCE POLICY WC 00 01 04 A

FEDERAL EMPLOYERS' LIABILITY ACT COVERAGE ENDORSEMENT

This endorsement applies only to work subject to the Federal Employers’ Liability Act (45 USC Sections 51-60) and
any amendment to that Act that is in effect during the policy period.

G. Limits of Liability of Part Two (Employers Liability Insurance) is replaced by the following:
G. Limits of Liability

Our liability to pay for damages is limited. Our limits of liability are shown in the Schedule. They apply as

explained below:

1. Bodily Injury by Accident. The limit shown for “bodily injury by accident—each accident” is the most we
will pay for all damages covered by this insurance because of bodily injury to one or more employees
in any one accident.

A disease is not bodily injury by accident unless it results directly from bodily injury by accident.

2. Bodily Injury by Disease. The limit shown for “bodily injury by disease—aggregate” is the most we will
pay for all damages covered by this insurance because of bodily injury by disease to one or more
employees. The limit applies separately to bodily injury by disease arising out of work in each state
shown in Item 3.A. of the Information Page or in the Schedule.

Bodily injury by disease does not include disease that results directly from bodily injury by accident.

3. We will not pay any claims for damages after we have paid the applicable limit of our liability under this

insurance.

If any state is named in Iltem 2 of the Schedule, Part Two (Employers Liability Insurance) applies in that state to
work subject to the Federal Employers’ Liability Act as though that state were listed in Item 3.A. of the Information
Page. Part One (Workers Compensation Insurance) does not apply in a state shown in the Schedule.

Part Two (Employers Liability Insurance), C. Exclusions, exclusion 9, does not apply to work subject to the Federal
Employers’ Liability Act.

Schedule
1. Limits of Liability
Bodily Injury by Accident $ each accident
Bodily Injury by Disease $ aggregate

2. State

© 2004 National Council on Compensation Insurance, Inc.
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