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April 18,2018

Senator Anna MacKinnon
Senator Lyman Hoffman
Senate Finance Committee
Alaska State Legislature
Juneau, AK 99801

Re: CS for HB 79
Dear Madam Co-Chairs and Members of the Senate Finance Committee:

First I wish to disclose that [ have been a Workers’ Compensation Board member since
2004. However, the comments following are my own as someone with 30+ years
working in multiple facets of the insurance industry and are not intended to represent the
views of the Workers’ Compensation Board.

[ am in support of the CS for House Bill 79. Below are some of my comments.

It was never the intent of the administration that this bill was to be a comprehensive
reform bill. It has, since its inception in February 2017, been referred to the division’s
“Efficiency Bill” improving on the policies and procedures the division has in order to
carry out more efficiently the workers’ compensation statutes. The bill does not address
any substantive changes to benefit levels or increases to system costs.

Sections 9 and 35 do not refer to the Division conducting payroll audits that are currently
being completed by insurance companies. The context of these two sections are clearly
referring to investigations of the fraud unit in uninsured employer cases and it allows the
division to determine the payroll the uninsured employer incurred during the time so as to
determine what the premium that employer should have paid during the time they did not
have workers’ compensation coverage. Since 2005, the statute tasks the board to assess a
civil fine of up to $1,000 per day, per employee during the uninsured period. This has
produced arbitrary board decisions and astronomical fines that are unfair and often
unrealistic fines for uninsured employers to pay. This bill will allow for the board to
assess a penalty to deter such negative behavior by unscrupulous employers and assess a
penalty up to three times the premium they would have paid during the time of lapse in
coverage. Currently, the division has no way to access this information unless the
uninsured employer volunteers it.

Incidentally, when the bill refers to misclassification, it is not referring to a
misclassification between codes that insurance companies pick up at audit. It is clear the
misclassification the bill is referring to is geared mostly towards misclassifying bonified
employees into independent contractors-a tactic used to reduce employer costs and win
more bids. This practice by some unscrupulous employers often leads to uninsured
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injured employees and is unfair to the law abiding employers that compete against them.
It would be a great service to employers and injured workers if the legislature would
impose in statute the ability to alleviate this unfair practice and level the playing field for
all employers.

Section 11 allows the division to properly investigate employer fraud and gives the
necessary power and incentive to move cases along and gather the necessary information
to bring employer fraud to hearing. Currently, unscrupulous employers “play the system”
and cause unnecessary delays and this practice needs to stop.

Section 13 is necessary as it is the practice of insurance companies to prioritize filing
notices in those states that do impose late fees and fines. According to the division,
Alaska currently doesn’t have a law in statute so Alaska polices are routinely a lower
priority for companies to file with the division. This causes waste in investigation costs
as the fraud team begins investigating only to find out later that the company was insured
all along. All filing is electronic now with the state so there are no notices getting lost in
the mail.

Section 19 does not change the statute of limitations. Nowhere in the bill does it mention
the statute of limitations. This section will allow for a hearing to be scheduled early on
(within 30 days) in the life of the claim, much like every other judicial mater in this State
and most, if not all, others. This does do away with the inefficient practice currently that
a party must request a hearing within 2 years after a claim is filed. This has proven to
lengthen the litigation process and is not an efficient practice.

[ question whether doing away with the 7 day grace period in Section 23 would
significantly result in controversions (which must be accompanied with medical evidence
to support) or overpayments of compensation.

In addition, this bill does a tremendous amount of good for employers and injured
workers. It does away with the antiquated second injury fund that has been made
obsolete for many years with the Americans with Disabilities Act. It allows for faster,
safer and efficient electronic payment of benefits (instead of paper checks) that can be
directly deposited in an injured worker’s account. It makes all executive officers of a
corporation that own 10% or more of stock exempt along with members of LLC’s. It is
designed to make the entire system more efficient with is a benefit to everyone involved.

I’m supportive of further system cost reform such as treatment guidelines, cost
utilizations and reforming and overhauling the current Vocational Rehabilitation benefits
and department but this bill was not designed to tackle those issues. These more
substantive, complicated and controversial reform cost measures, to Senator Bishop’s
point, would be best tackled first by an AdHoc Committee of both labor and industry
members who can find compromise and consensus that can then be used to craft
legislation for the Alaska Legislature to consider.
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I urge the Senate Finance Committee to pass and move this much needed bill to the
Senate floor at your first opportunity. I would be happy to testify or answer any
questions the committee may have.

Sincerely,
4

Dave Kester, CPCU
9842 Reliance Dr.
Anchorage, AK 99507




