ALASKA STATE LEG SLATURE
HOUSE LABOR AND COMMVERCE STANDI NG COWM TTEE
May 4, 2005
5:15 p.m

VEMBERS PRESENT

Representati ve Tom Anderson, Chair
Representative Pete Kott
Representative Gabriell e LeDoux
Representative Bob Lynn
Represent ati ve Nor man Rokeberg
Representative Harry Crawford
Representative David CGuttenberg

VEVMBERS ABSENT
Al l nmenbers present
COW TTEE CALENDAR

CS FOR SENATE BILL NO 130(FIN) am
"An Act relating to a special deposit for workers' conpensation

and enployers' liability insurers; relating to assigned risk
pools; relating to workers' conpensation insurers; stating the
intent of the |egislature, and setting out limtations,

concerning the interpretation, construction, and inplenentation
of workers' conpensation laws; relating to the Al aska Wrkers'

Conpensati on Boar d; assi gni ng certain Al aska Wor ker s
Conmpensation Board functions to the division of workers
conpensation in the Departnent of Labor and Workforce

Devel opnent and to that departnment, and authorizing the board to
del egate admi nistrative and enforcenent duties to the division

providing for workers' conpensation hearing officers in workers'
conpensati on proceedi ngs; establishing a Wrkers' Conpensation
Appeals Commission; relating to workers' conpensation nedical
benefits and to charges for and paynent of fees for the nedica

benefits; relating to agreenents that discharge workers’
conpensation liability; relating to workers' conpensati on
awards; relating to reenploynent benefits and job dislocation
benefits; relating to coordination of workers' conpensation and
certain disability benefits; relating to division of workers'
conpensation records; relating to release of treatnent records;
relating to an enployer's failure to insure and keep insured or
provide security; providing for appeals from conpensation
orders; relating to workers' conpensation proceedi ngs; providing
for supreme court jurisdiction of appeals from the Wrkers’
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Conpensati on Appeals Comm ssion; providing for a maxi num anount
for the <cost-of-living adjustnent for workers' conpensation
benefits; relating to attorney fees with respect to workers'
conpensati on; providing for the departnent to enter into
contracts with nonprofit organizations to provide information
services and | egal representation to injured enployees;
providing for admnistrative penalties for enployers uninsured
or without adequate security for workers' conpensation; relating
to fraudulent acts or false or msleading statenents in workers'
conpensation and penalties for the acts or statenments; providing
for nenbers of a limted liability conpany to be included as an
enpl oyee for purposes of workers' conpensation; establishing a
wor kers' conpensation benefits guaranty fund; making conform ng
anendnents; providing for a study and report by the nedical
services review commttee; establishing the Task Force on
Wor kers' Conpensation; and providing for an effective date.”

- MOVED HCS CSSB 130(L&C) OUT OF COW TTEE; ADOPTED A HOUSE
CONCURRENT RESOLUTI ON ALLOW NG THE TI TLE CHANGE

HOUSE BI LL NO. 295
"An Act adopting the Uniform Fraudulent Transfer Act and
relating to fraudulent transfers of property.”
- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON

BILL: SB 130
SHORT TI TLE: WORKERS' COVPENSATI OV | NSURANCE
SPONSCR(S) : RULES BY REQUEST OF THE GOVERNOR

03/ 03/ 05 (S) READ THE FIRST TIME - REFERRALS
03/ 03/ 05 (S) L&C, FIN

03/ 08/ 05 (S) L&C AT 1:30 PM BELTZ 211
03/ 08/ 05 (S) Heard & Hel d

03/ 08/ 05 (S) M NUTE( L&C)

03/ 10/ 05 (S) L&C AT 1:30 PM BELTZ 211
03/ 10/ 05 (S) Heard & Hel d

03/ 10/ 05 (S) M NUTE( L&C)

03/ 15/ 05 (S) L&C AT 1:30 PM BELTZ 211
03/ 15/ 05 (S) Heard & Hel d

03/ 15/ 05 (S) M NUTE( L&C)

03/ 17/ 05 (S) L&C AT 1:30 PM BELTZ 211
03/ 17/ 05 (S) Heard & Hel d

03/ 17/ 05 (S) M NUTE( L&C)

03/ 22/ 05 (S) L&C AT 1:30 PM BELTZ 211
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03/ 22/ 05
03/ 22/ 05
03/ 24/ 05
03/ 24/ 05
03/ 24/ 05
03/ 29/ 05
03/ 29/ 05
03/ 31/ 05
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03/ 31/ 05
04/ 01/ 05
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Heard & Held

M NUTE( L&C)

L&C AT 2: 00 PM BELTZ 211

Heard & Held

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 211

-- Meeting Cancel ed --

L&C AT 1:30 PM BELTZ 211

Moved CSSB 130(L&C) Qut of Committee

M NUTE( L&C)

L&C RPT CS 2DP 1NR 2AM NEW
TI TLE

DP: BUNDE, STEVENS B

NR  SEEKI NS

AM DAVIS, ELLIS

JUD REFERRAL ADDED AFTER L&C

JUD AT 8:30 AM BUTROVI CH 205

Heard & Held

M NUTE( JUD)

JUD AT 8:30 AM BUTROVI CH 205

Heard & Held

M NUTE( JUD)

JUD AT 8:30 AM BUTROVI CH 205

Heard & Held

M NUTE( JUD)

JUD RPT CS FORTHCOM NG 1DP 4NR

DP: SEEKI NS

NR FRENCH, GUESS, THERRI AULT, HUGGE NS
JUD AT 8:00 AM CAPI TOL 120

Moved CSSB 130(JUD) Qut of Conmittee

M NUTE( JUD)

FIN AT 9: 00 AM SENATE FI NANCE 532

<Pendi ng Referral >

FI'N RPT CS 5DP INR 1AM
NEW Tl TLE

DP: GREEN, W LKEN, BUNDE, DYSON,
STEDVAN

NR  HOFFMAN

AM COLSON

JUD CS
NEW Tl TLE

FIN AT 9: 00 AM SENATE FI NANCE 532
Moved CSSB 130(FIN) Qut of Conmmttee
M NUTE( FI N)

TRANSM TTED TO (H)

VERSI ON:  CSSB 130(FIN) AM

READ THE FI RST TI ME - REFERRALS

RECEI VED
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04/ 15/ 05 (H) L&C, JUD, FIN

04/ 15/ 05 (S) FIN AT 9: 00 AM SENATE FI NANCE 532
04/ 15/ 05 (S) Moved Qut of Conmittee 4/11

04/ 15/ 05 (S) M NUTE( FI N)

05/ 04/ 05 (H L&C AT 2:00 PM CAPI TOL 17

W TNESS REG STER

GREG O CLARAY, Commi ssi oner

Depart ment of Labor & Workforce Devel opnent
Juneau, Al aska

POSI TI ON STATEMENT:

Rl CHARD CATTANACH, Executive Director

Associ ated General Contractors of Al aska (ACG;

Managenment Co- Chair, Wrkers' Conpensation Ad Hoc Committee
(No address provi ded)

POSI TI ON STATEMENT:

PAUL LI SANKIE, Director

D vision of Wrkers' Conpensation

Depart ment of Labor & Workforce Devel opnent

Juneau, Al aska

POSI TI ON STATEMENT: Revi ewed the summary docunent conparing HCS
CSSB 130, Version I, and CSSB 130( FI N)am

TI'M KELLY, Lobbyi st

Al aska State Medical Association

Anchor age, Al aska

PGSI TI ON STATEMENT:  Provi ded coments on SB 130.

ACTI ON NARRATI VE

CHAI R TOM ANDERSON cal | ed the House Labor and Conmerce Standing

Commttee neeting to order at 5:15:53 PM Represent ati ves
Anderson, Kott, LeDoux, Rokeberg, Crawford, and QGuttenberg were
present at the call to order. Representative Lynn arrived as

the neeting was in progress.

SB 130- WORKERS' COVPENSATI OV | NSURANCE

CHAI R ANDERSON announced that the only order of business would
be CS FOR SENATE BILL NO 130(FINNam [long title provided in
commttee cal endar].

5:16:45 PM
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REPRESENTATI VE KOIT noved to adopt HCS CSSB 130, Version
GS1112\L, Bullock, 5/4/05, as the working docunent. There being
no objection, Version L was before the commttee.

GREG O CLARAY, Comm ssioner, Departnent of Labor & Wrkforce
Devel opment (DLWD), suggested that since Version L is "hot off
the presses” it should be addressed by a team of the individuals
[involved] in its drafting. He further suggested that soneone
from the |abor/mnagenent group of the ad hoc committee could
address the | egislation.

CHAI R ANDERSON agreed with Conm ssioner O Claray's suggestion.
5:19:16 PM

REPRESENTATI VE KOTT pointed out that Version L includes several
conponents that were provided as part of an ad hoc package.
However, he opined that only two-thirds of the legislation
relates to the earlier version.

5:19: 56 PM
The commttee to a brief at-ease.
5:22:22 PM

CHAI R ANDERSON pointed out that the conmittee should have a
docunent entitled, "Summary Conparison of CSSB 130(FI N)am and
Draft HCS 5/1/05". Al t hough the HCS 5/1/05, Version |, isn't
conpletely parallel with Version L, it's close enough to work
for anal ysis purposes.

RI CHARD  CATTANACH, Executive Director, Associ ated Ceneral
Contractors of Alaska (ACG; WMnagenent Co-Chair, Wrkers'
Conmpensation Ad Hoc Conmittee, inforned the conmttee that he
prepared the summary docunent to which Chair Anderson referred.
He noted that the summary docunent is a conparison of Version
24- GS1112\1, Bullock, 5/1/05, and CSSB 130(FI N)am

REPRESENTATI VE KOTT interjected that [the majority of Version L]
should be on track with Version 1. He suggested that he and
Representative LeDoux could help the commttee with the portions
of Version L that diverge from Version I|.

PAUL LISANKIE, Director, Division of W rkers' Conpensation,
Department of Labor & Workforce Devel opnment, explained that with
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the summary docunment he noted the following: the correspondi ng
sections between [Version 1] and CSSB 130(FI N)am t he
differences are highlighted in bold. Therefore, he suggested
that he could review the areas where there are differences. The
first section of the sunmary conparison addresses protecting
wor kers' benefits and jobs. He noted that Section 2 of CSSB
130( FI N)am has been resol ved now.

REPRESENTATI VE LEDOUX asked if the |anguage in Section 2 of CSSB
130(FINNamis already in the | aw.

MR LISANKIE related his wunderstanding that Version L has
addressed the problens with [Section 2 of CSSB 130(FI N)am. He
added that there was going to be a new section that
collateralized sone additional |oss reserves, which isn't in the
draft CS. As Representative LeDoux alluded to, there is a
provision in the current statute for deposits that are currently
bei ng nade. The language in Version | referred to the wong
subsection, now that the change has been made to "(b)" it does
track back to the statute.

5:27.:13 PM
MR. LI SANKI E pointed out that the [HCS, Version |I] has increased

the nunber of the task force nenbers and added representatives
of the Alaska Chiropractic Society and a rehabilitation

speci al i st. The report back date has been pushed back to
Decenber 1, 2006. Furthernore, the provision specifies that
| egi sl ative adm nistrative support staff will be appointed. He

related his understanding that the nmakeup of the task force has
been slightly changed in Version L.

CHAI R ANDERSON i nquired as to where the task force is discussed
in Version L.

MR. LI SANKI E specified that it's on page 34, Section 69.
5:28: 14 PM

REPRESENTATI VE KOIT explained that there will be an anmendnent
the intent of which is to identify the major issues for which a
consul tant could gather the research. He suspected it would be
done over the sumer nonths and the data would be provided to
the nenbership of the task force in order that they could
commence work Septenber 1, 2005, and then report back to the
| egi sl ature by the end of the year.
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5:30: 59 PM

REPRESENTATI VE LYNN inquired as to how often there are clains
agai nst chiropractors as opposed to nedi cal doctors.

MR. LISANKIE said that although he didn't have hard nunbers

chiropractors provide a considerable anobunt of care to injured
workers in the state under the W i rkers' Conpensation Act.
Furthernore, chiropractors have been acknow edged as physicians
i n Al aska.

5:31: 59 PM

REPRESENTATI VE ROKEBERG related his significant disappointnent
with regard to the lack of a small business representative on
the task force. He opined that the task force is out of
bal ance.

5:32:30 PM

MR. CATTANACH pointed out that with two people being appointed
from the ad hoc conmittee for the managenent and | abor slots,
the current makeup of the entire ad hoc committee is that all
five nenbers are from small businesses. No |arge businesses are
represent ed.

REPRESENTATI VE ROKEBERG said that he would like to see the nanes
and affiliations of those nenbers [of small businesses].

MR. CATTANACH noted that the University of Alaska is represented
on the task force.

5:33:28 PM

MR, LISANKIE turned attention to page 2 of the summary docunent
and highlighted that the Public Enployees' Retirement System
(PERS) is the sane in that it allows the one-tinme paynent of
attorney fees. However, under [Version |] DLWD woul dn't have
the authority to contract with a nonprofit organization in order
to provide information and |egal assistance to injured workers
unable to obtain private counsel. Furthernore, there's not a
broad perm ssion of authority to the director of the Division of
Workers' Conpensation, although there are a substantial nunber
of specific delegations that are included in [Version I]. There
IS no correspondi ng provision in Version L, he noted.

The comm ttee took a brief at-ease.
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5:36: 08 PM

MR. LISANKIE, in response to Chair Anderson, clarified that
under Version L, DLWD would not have authority to contract wth
a nonprofit organization to provide information and |ega
assistance to injured workers unable to obtain private counsel
Furthernore, there isn't a corresponding broad delegation of
authority from the W rkers' Conpensation Board down to the
division director, although there are a significant nunber of
i ndi vi dual del egations in [Version L].

MR. CATTANACH explained that the ad hoc conmittee was unani nbus
in its belief that the departnment shouldn't provide |egal

assistance to injured workers. The purpose of the |egislation
was to speed up the process and reduce the costs. However, the
ad hoc committee didn't see how attorneys could do either. The

ad hoc committee didn't see a need for such, and therefore the
provi si on was dropped.

5:38: 00 PM

REPRESENTATI VE LEDOUX rel ated her understanding that the working
group intended for Section 8 of [CSSB 139(FINan] to be
i ncl uded, although she couldn't find it in [Version L].

5:38:48 PM

REPRESENTATI VE LEDOUX stated that the delegation of authority
was accidentally left out. Therefore, she suggested that it
shoul d be reinserted.

MR. CATTANACH agreed, adding that the delegation of authority
shoul d be included because it speeds the process.

REPRESENTATI VE LEDOUX noved that the commttee adopt Conceptua
Amendnent 1, which would reinsert Section 8 of [CSSB 130(FI N)ani
into Version L.

REPRESENTATI VE CRAWORD related his understanding, from M.
Cattanach's testinony, that [the ad hoc commttee] did not want
the entire Section 8. Furthernore, he didn't believe that was
what Representative LeDoux wanted either.

5:41: 42 PM
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REPRESENTATI VE LEDOUX clarified her earlier notion such that
[ Conceptual] Anendnment 1 would insert "The board may, by
regul ati on, delegate authority to the director to assist the
board in adm nistering and enforcing this chapter."”

CHAI R ANDERSON obj ect ed. Upon gaining an understanding from
Representative LeDoux as to where this |anguage would be
inserted and acknow edging that the representative of the ad hoc
commttee approved of this, Chair Anderson renoved his
obj ecti on.

There being no further objection, [Conceptual] Anendnent 1 was
adopt ed.

5:43: 22 PM

MR. LISANKIE continued with his conparison using the summary
docunent . He explained that under CSSB 130(FIN)am Section 10
allows injured workers represented by Al aska-licensed attorneys
to settle their clains wthout review by the Wrkers'
Conpensation Board, wunless the injured worker is a mnor,
i nconpetent, [or unrepresented by counsel]. However, Section 7
of Version | adds to the disputes that may not be settled, even
when represented by an attorney, for a dispute that calls for a
wai ver of medi cal benefits. He indicated that t he
af orenenti oned was maintained in Version L as well.

MR. CATTANACH concurred with the analysis and what's in Section
7 of Version L [page 4, lines 22-23].

CHAIR ANDERSON noted, for the record, that representatives of
the ad hoc conmttee were indicating support of t he
af orenenti oned change.

5:45: 58 PM

MR. LI SANKIE pointed out that Section 4 of [Version |] echoes
the requirement for the use of hearing officers and the adoption
of conflict of interest regulations as specified in CSSB
130( FI N)am However, [Section 4 of Version 1] includes a
provi sion that adds three workers' conpensation hearing panels,
whi ch woul d increase the total to 10.

5:47:19 PM
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MR. CATTANACH, in response to Chair Anderson, said that he
wasn't aware of any change to [what was in Section 4 of Version

1.

CHAI R ANDERSON opined that it looks as if [Section 4 of Version
| is the sane in Version L].

5:47:55 PM

REPRESENTATI VE KOTT explained that the nunber of boards was
increased in order to reduce the backlog, which he likened to
what the RCA experienced. He suggested that once the backlog is
reduced, the task force could determ ne whether the nunber of
boards shoul d be decreased.

MR. CATTANACH concurr ed.
5:48: 56 PM

MR, LISANKIE turned to the second page of the sunmary docunent,
and drew attention to the heading "FAIR BENEFI TS AT REASONABLE
EMPLOYER COST". The first two sections specified are identical
under both Version | and CSSB 130(FINyam The first significant
benefit is related to the fact that Section 37 of CSSB
130(FIN)am requires a coordination of paynents between workers

conpensation benefits and disability benefits that are provided

under a plan to which an enployer has also contributed. The
aforenentioned is done so that the conbined benefit doesn't
exceed the injured workers take-honme pay. Version | didn't

mai ntai n that provision.

5:49: 47 PM

CHAI R ANDERSON hi ghl i ghted that on page 25 of Version L, Section
48, states: "(c) The departnment [BOARD] shall provide by
regul ation for the determ nation and conparison of living costs

for this state and the other areas in which recipients reside
and for the [ANNUAL] redeterm nation and conparison of these
costs every three years."

MVR. CATTANACH noted that he concurred [with the above
provi sion].

5:50: 20 PM

MR. LI SANKIE noved on to page 3 of the summary docunent, and
infornmed the conmttee that CSSB 130(FI N)am had a provision that
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increnmentally reduced benefit costs by redefining conpensable
injuries and restricting the conpensability of certain injuries
that were the result of aggravations, accel erati ons, or
conbi nations of a preexisting condition. The aforenentioned was
attenpted through the wuse of a "nmmpjor contributing cause”
standard. Version | deleted the aforenentioned changes.

MR. CATTANACH confirnmed that the aforenentioned is not in
Version L.

5:51:25 PM

MR. LISANKIE noved on to the anti-fraud provision, which only
changes the definitions of "person"” and "conpensation"” to follow
t he | anguage proposed by the ad hoc conm ttee.

CHAI R ANDERSON clarified that Section 56 of Version L seens to
mrror Section 56 of Version I.

5:52:25 PM

REPRESENTATI VE CRAWORD poi nted out that there was a "part (c)"
that was part of the ad hoc bill that's no |onger included. He
asked if that was of concern.

MR. CATTANACH said that he was concerned wth that. He
expl ained that "part (c)" addressed civil damages. [ Version L]
requires that the departnent hire two fraud investigators and
also requires the Departnent of Law to have one attorney
assigned, at least on a half-tinme basis. M. Cattanach inforned
the commttee that <civil damages were desired because the
adm ni stration doesn't prosecute these and it was felt that with
civil danmages the injured worker mght pursue a case on his/her
own. "But | think we should try this," he said.

5:53:25 PM

REPRESENTATI VE KOIT agreed with M. Cattanach's thoughts. He
related his understanding that there is one [investigator] in
the departnment and since he/she didn't have any investigative
authority, it was granted and a second [investigator] was added.

5.54: 27 PM

MR. LI SANKI E pointed out that [Version I] still has a Section 57
[part (c)]. Unli ke CSSB 130(FINyam [Version |] does authorize
courts in a civil proceeding to award conpensatory danmages,
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punitive damages, as well as attorneys fees for violations of
fraud.

CHAI R ANDERSON pointed out that Section 57 of Version L is
different than that specified in Section 57 of Version I

MR. CATTANACH interjected that the subject [of Section 57 in
Version L] is the sane [as that in Section 57 of Version I], but
the |l anguage [in Version L] is substantially refined.

CHAI R ANDERSON read Section 57 in Version | and Version L.
5:56:17 PM

MR. CATTANACH said that Section 57 in Version L would be fine.

REPRESENTATI VE GUTTENBERG asked if Section 56 pertains to
I nsurance conpani es.

REPRESENTATI VE LEDOUX opined that the |anguage "any entity"
woul d i ncl ude insurance conpani es.

REPRESENTATI VE GUTTENBERG asked if that would also include the
i nsurance conpany's enpl oyees and representatives.

5:57:46 PM

MR. LISANKIE returned the committee's attention to page 3 of the
summary docunent, which highlights four sections of CSSB
130(FIN)am and Version | that refer to limted liability conpany
menbers, release of nedical records, confidentiality, and
banning the division from assenbling or providing individua

records for conmercial purposes. He noted that these four
sections are practically identical. However, Section 34 of
Version | referred to "individually identifiable" information
about enpl oyees and enployers that are not public record subject
to disclosure under the Public Record Act. The aforenentioned
is an addition to CSSB 130( FI N)am

5:58: 43 PM

MR. LISANKIE continued with page 4 of the sunmary docunent,
whi ch addressed inproving return-to-work benefits. He expl ai ned
that CSSB 130(FI N)am al | owed reductions in delays in determning
certain reenploynent benefits eligibility and costs by workers
and enployers to stipulate to the injured workers' eligibility
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to that benefit. He related that the aforementi oned was del eted
from Version |.

MR. CATTANACH confirnmed that the aforenmentioned provision [isn't
i ncluded] in Version L.

5:59: 56 PM

MR. LI SANKI E expl ained that since [Section 3 of CSSB 130(FI N)ani
was deleted in Version I, it also deletes the portion of that
provision calling for sinplified standards for determning
entitlement to evaluation. He pointed out that Section 15 of

CSSB 130( FI N)am was not included in Version I.

CHAIR ANDERSON noted that [Section 15 of CSSB 130(FI N)an] was
not included in Version L either.

MR. CATTANACH agreed that the aforenentioned section isn't in
Version L, but added that he didn't know why it was elim nated.

6: 01: 30 PM

REPRESENTATIVE LYNN inquired as to the problem if an enployer
and an enpl oyee both stipul ate.

MR. CATTANACH agreed, and then added that [Section 15 of CSSB
130(FIN)an] may have been del eted because it was a subject that
the ad hoc commttee hadn't considered. However, he opined that
t he aforenmentioned doesn't nean it's bad.

6:02: 21 PM

MR. LI SANKIE continued by highlighting that Section 17 of CSSB
130(FIN)am and Section 15 of Version | are the sane. He then
pointed out that Version | does not include a corresponding

provision to Section 13 of CSSB 130(FI N)am
6:03: 12 PM

MR. LI SANKI E noved on to pages 5-6, which addresses the Wrkers'
Conmpensation Appeals Conmssion that was included in CSSB
130( FI N)am Version | doesn't include any of the sections
having to do with the aforenentioned conm ssion. |In response to
Chair  Anderson, M. Li sanki e expl ained that under  CSSB
130(FINNam the appeals commssion wuld be established.
Therefore, the comm ssion was substituted for the Superior
Court. Version L has deleted the appeals conm ssion, but the
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ability to appeal to the Superior Court and the Suprene Court,
if one so chooses, would remain.

CHAIR ANDERSON nentioned that the governor's representatives
have stated that the aforenmentioned inpedes an expeditious
process.

6: 04: 59 PM

MR, LISANKIE turned the commttee's attention to page 7 of the
summary docunent and the heading, "MAI NTAI NI NG MEDI CAL BENEFI TS

VH LE REDUCI NG COSTS". He highlighted that Section 51 of CSSB
130(FINNam repealed all the provisions in Section 27 if no
action was taken by June 30, 2007. There is no Section 27 in
[Version |I] so there is no need for Section 51. However,

Section 32 of CSSB 130(FIN)am would cap fees for health care
providers at the current levels established in the Wrkers'
Conpensati on Board nedi cal fee schedul e dated 12/1/04.

6: 06: 11 PM

CHAI R ANDERSON inquired as to how far Section 32 of Version L
woul d reach in regard to a physician's ability to charge.

6: 06: 40 PM

TIM KELLY, Lobbyist, Al aska State Medical Association, related
his understanding that Section 32 would freeze nedical fees at
current rates. He pointed out that a later section repeals the
freeze in June of 2007. He further related his understanding
that Section 32 is a point of discussion that can be worked out
dependi ng upon ot her sections of SB 130.

6: 08: 59 PM

REPRESENTATI VE LYNN expressed concern with freezing prices, and
therefore he inquired as to what happens with the pent up demand
once the freeze is Ilifted. He stressed that there are many
factors that contribute to increased nedical cost.

CHAI R ANDERSON hi ghlighted that the next commttee of referra

for SB 130 is the House Judiciary Standing Conmttee. He
related his belief that those effected by this legislation can
bring forward coments in the House Judiciary Standing
Commi ttee.
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REPRESENTATI VE CRAWORD al so expressed concern with regard to
freezing nedical costs and the pent up denand.

6: 11: 07 PM

MR, LISANKIE continued with his conparison on page 7 of the
summary docunent . He pointed out that CSSB 130(FI N)am had the
comm ssioner of DLWD appoint a nedical review commttee

However, Version | specifies that the AWB wll appoint the
medi cal review commttee and the makeup of the AWCB, and Version
L elimnates language in current statute indicating that the
AWCB can contract with organizations to assist it.

REPRESENTATI VE ROKEBERG questi oned whet her the aforenentioned is
| i ke having the fox guard the henhouse.

6:12:39 PM

MR. LISANKIE turned attention to Section 71 of Version |, which
changes the date that the report nust be given from the first
week of the Twenty-Fifth Legislative Session to May 15, 2006.

CHAI R ANDERSON i nfornmed the commttee that the aforenmentioned is
now enconpassed in Section 74 in Version L.

MR. CATTANACH opined that [May 15, 2006] isn't soon enough.
6:13:56 PM

REPRESENTATI VE KOTT commented that nuch of this is going to be
contingent on a couple of anmendnents that address the task force
and reporting. Representative Kott said that he wouldn't be
adverse to the reporting date being earlier. The main charge of
the nedical review panel was to establish guidelines and then
report those to the task force. Therefore, there would also
need to be anendnents to require the nedical review panel's
report to be submtted earlier, such as Septenber 15 [2006].

6: 15: 25 PM

MR LISANKIE, still referring to page 7 of the summary docunent,
turned to Section 24 of CSSB 130(FINam which proposed to
incrementally restrict conpensable palliative care under certain
limtations. However, that section was not included in Version
l.

MR. CATTANACH noted that he concurred with the del eti on.
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MR. LISANKIE continued with page 8 of the sunmary docunent.
Section 26 of CSSB 130(FI N)am proposed that the state adopt the
American College of Occupational Environnmental Medicine (ACOEM
treatment guidelines and to provide that injuries not covered by
that would then have other guidelines determ ned and adopted by
the Workers' Conpensation Board. Version | doesn't include that
provi si on.

6: 16: 49 PM

REPRESENTATI VE GUTTENBERG i nquired as to the guidelines that are
used in its place.

MR. CATTANACH expl ained that the idea is to have sone treatnent
gui del i nes. However, he inforned the conmttee of a Rand study
that found that in California, the only state that has adopted
ACOEM gui del i nes, ACCEM guidelines worked for just wunder 50
percent of the workers' conpensation injuries. Therefore, the
ad hoc commttee felt that a full set of guidelines should be
defined, M. Cattanach rel ated.

6: 18: 06 PM

REPRESENTATI VE ROKEBERG asked if the 50 percent to which the
Rand study referred was in reference to the caseload or the
di agnosti cs.

MR. CATTANACH said that he could provide the conmttee a copy of
the Rand study. He noted that the study reviewed a nunber of
treatment guidelines and weighed themin ternms of effectiveness.

6:18: 51 PM

MR, LISANKIE concluded with page 9 of the sunmmary docunent
whi ch docunents provisions that were not in CSSB 130(FI Ny am but
were added to Version |.

6:19:32 PM

MR. CATTANACH pointed out that Section 6 of Version | canme out
of the ad hoc process and was intended to speed the process

Hearings on things that are perfunctory and pro forma take tine,
and therefore it was agreed that sone of these could be agreed
on beforehand and the hearing officer could hear them He then
turned to Section 24 of Version | and related that the ad hoc
commttee was concerned wth regard to enployers wthout
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i nsur ance. The desire was to speed the process by which the
[ enpl oyer w thout insurance] is stopped and nmade to obtain
i nsur ance. Therefore, Section 24 allows the director to nake
the decision to nove al ong the process.

6: 20: 41 PM

REPRESENTATI VE KOTT interjected that under both cases one stil
has to go through a hearing. Those cases that are nore
adm nistrative are brought to the attention of the director
before the board, and therefore [Section 24] would speed up the
process.

6:21:35 PM

REPRESENTATI VE CRAWORD informed the conmittee that he would
like to add [to Section 24 in Version L] the follow ng | anguage:
"An enpl oyer who fails to properly classify an enpl oyee for the
pur poses of obtaining workers' conpensation insurance or to
furnish to the division". He explained that he wanted to add
that |anguage because those who are knowingly msclassifying
enpl oyees in order to obtain cheaper workers' conpensation rates
are robbing the system Therefore, the director should have the
ability to do sonething about that. Such an anendnent would
save a | ot of noney.

6:23: 21 PM

REPRESENTATI VE  CRAWFORD noved that the conmmttee adopt
Conceptual Amendnent 2, which read:

Page 12, following line 5:
Insert a new bill section to read:
"*Sec. 24. AS 23.30.075 is anended by adding a new
subsection to read:

(c) An enployer who fails to properly
classify an enployee for the purpose of obtaining
wor kers' conpensation insurance or to furnish proof to
the division of the enployer's financial ability to
pay conpensation directly fails to conply with the
requirenents in (a) of this section.”

6:24: 05 PM
MR. CATTANACH opi ned that workers' conpensation is very conplex

and an enployer may unintentionally msclassify an enployee.
The problem he further opined, is with intent. However, M.
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Cattanach said that at this time he doesn't have a problem wth
Conceptual Anendnent 2.

The commttee took an at-ease from6:25 p.m to 6:27 p.m
6:27: 48 PM

REPRESENTATI VE CRAWORD expl ained that Conceptual Anmendnent 2
allows the director, if he so chooses, the power to use the
provi si on suggested. He opined that it would only be used in an
egr egi ous case.

6. 28: 53 PM
CHAI R ANDERSON obj ected for di scussion purposes.

MR. CATTANACH turned to Section 56 paragraph (3) of Version L,
which he believes covers [what Representative Crawford is
attenpting to address].

REPRESENTATI VE KOIT agreed with M. Cattanach, and added that
Conceptual Amendnent 2 isn't necessary.

6:31: 01 PM

REPRESENTATI VE CRAWORD highlighted that once enployees are
m sclassified, the enployer is only ever required to nmakeup the
prem uns when soneone is hurt. Therefore, he said he wanted the
director to have the ability to stop such practices. Al t hough
Representative Crawford characterized the |anguage in Section 56
paragraph (3) to be great |anguage, he enphasized that thus far
it hasn't been enforced.

6: 32: 27 PM

REPRESENTATI VE GUTTENBERG suggested that inserting |anguage that
relates that the enployer has "frequently, often, consistently"
m scl assified enployees in order to get at flagrant violators.
Therefore, Representative CQuttenberg noved that the conmttee
adopt the follow ng anendnent to Conceptual Anmendnent 2, such
t hat subsection (c) would read:

(c) An enployer who flagrantly fails to properly
classify an enployee for the purpose of obtaining
wor kers' conpensation insurance or to furnish proof to
the division of the enployer's financial ability to

HOUSE L& C COW TTEE - 18- May 4, 2005



pay conpensation directly fails to conply with the
requirenents in (a) of this section

There being no objection, the anendnent to Conceptual Anmendnent
2 was adopt ed.

6: 33: 07 PM

REPRESENTATI VE LEDOUX opined that the difference between
Sections 24 and 56 is that Section 56 allows for civil renedies
while Section 24 allows for the director to shut down the
enpl oyer who is msclassifying enployees. Furt hernore, Section
56 refers to "knowi ngly m sclassifies enpl oyees".

6: 34: 06 PM

REPRESENTATI VE GUTTENBERG opined that enployers have been
consistently msclassifying enployees and have paid decreased
[ workers' conpensation] rates, which results in an uneven
playing field for contactors.

REPRESENTATI VE CRAWCRD noved that the conmittee adopt an
anendnent to Conceptual Anmendnent 2 such that subsection (c)
woul d delete "flagrantly” and insert "knowingly" in its place
There being no objection, the anmendnent to Conceptual Anmendnent
2 was adopt ed.

CHAI R ANDERSON nmi ntai ned his objection to Conceptual Amendnent
2, as anended.

REPRESENTATI VE ROKEBERG related his belief that the statutory
provi sions specify that msclassification is illegal, although
he indicated that there is an enforcenent issue. However, he
pointed out that the legislation calls for two investigators and
an attorney.

REPRESENTATI VE CRAWORD related his wunderstanding that the
| anguage in Section 56 refers to fraud related to wunfair
billings rather than "shutting people down on the job."™ Al the
proposed Conceptual Anmendnent 2 would do is allow the director
the ability to shut down an enployer found to be know ngly
m scl assi fyi ng enpl oyees.

6:36:14 PM

MR CATTANACH deferred to the commttee's w shes.
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A roll <call vote was taken. Representatives Lynn, LeDoux,
GQuttenberg, and Crawford voted in favor of Conceptual Amendnent
2, as anended. Representati ves Rokeberg, Kott, and Anderson
voted against it. Therefore, Conceptual Anendnent 2, as
anended, was adopted by a vote of 4-3.

6: 37: 20 PM

REPRESENTATI VE ROKEBERG directed the commttee's attention to
Section 23 of Version L, which references [AS 23.30.075(a)]. He
opined that it doesn't acconplish what was desired wth
Conceptual Anmendnent 2, [as anended], and doesn't provide any
sancti on.

CHAI R ANDERSON suggested that the aforenentioned could be
addressed as the legislation noves to the House Judiciary
St andi ng Conmi ttee.

MR. LISANKI E then continued with Section 31 in Version I, and it
was determned that it still remains in Version L.

6: 39: 04 PM

REPRESENTATI VE KOTT noved that the conmttee adopt Concept ual
Amendment 3, which would delete Section 31 of Version L. He
expl ained that the provision is convoluted, and furthernore the
entity which will pay isn't defined.

There bei ng no objection, Conceptual Anendnent 3 was adopt ed.

6:40: 10 PM

MR LISANKIE noved on to Section 41 of Version 1, which
establishes penalties for late paynent for conpensation due
w thout a board order and specifies that it will be paid to the

per son who shoul d' ve been paid in the first place.

MR. CATTANACH said that he didn't have any problemw th that.

MR. LI SANKI E expl ai ned that under Section 42 of Version |I is the
par al | el provision for the paynent of conpensation for
conpensati on due under a board order

6:40: 50 PM

MR. LISANKIE noved on to Section 49 of Version 1|, which
i ndi cates that an enpl oyer need not make retroactive
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conpensation rate adjustnents if the annual recalculation of the
state average weekly wage that DLWD is required to do by
Decenber of each year is instead done between January 1 and
April 1 of the follow ng year.

6:41: 13 PM

MR. CATTANACH explained that the aforenentioned is an issue
because, for a variety of reasons, the recalculation of the
state average weekly wage isn't [provided by Decenber 1].
However, the enployer is still required to make the paynents
effective January 1. Therefore, the enployer continues to nake
the paynments and when the state issues the new wages, the
enpl oyer has to issue small checks. The aforenentioned results
in a costly system to the enployers through no fault of their
own. Section 49 allows for the reality of the first quarter
such that the enployer doesn't have to nakeup paynents if the
state takes that long, but any tinme after the first quarter the
enpl oyer will have to makeup the difference.

6:42: 21 PM

MR. LISANKIE turned attention to Section 51, which includes a
phase out of the second injury fund.

CHAIR ANDERSON noted that it seens to be consistent wth
[ Section 51] of Version L.

6: 43: 09 PM

REPRESENTATI VE CRAWORD related his preference for the second
injury fund, and therefore he preferred to delete Section 51.

6:43: 48 PM
MR. CATTANACH expl ained that the ad hoc conmttee recomrended

phasing out the second injury fund because in order to qualify
for the second injury fund, the enployer has to knowingly hire

sonmeone who was previously injured. If that person reinjures
the original injury, the second injury fund takes over after one
year of paynents. However, due to federal |aw an [enployer]

can't ask [a prospective enployee] whether he/she has been
previously injured because it's viewed as screening enployees.
Therefore, very few new cases are going into the second injury
fund. M. Cattanach enphasized that although the idea for a
second injury fund is good, what is currently in place isn't
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wor ki ng. He noted that he had spoken with Representative Kott
about reviewi ng the entire issue of reenploynent.

MR. CATTANACH opined that elimnating the second injury fund
admts that it isn't working.

REPRESENTATI VE CRAWFORD agreed to continue to work on that
i ssue.

6: 45: 37 PM

REPRESENTATI VE GUTTENBERG inquired as to how often [enployees]
who have applied for the second injury fund have received funds
fromit. He related his inpression that it's difficult to get
to the second injury fund.

MR. LISANKIE agreed with that inpression. He informed the
commttee that currently about 130 individuals are being
rei mbursed from the second injury fund. However, he noted that
those would be over a significant nunber of years because these
are usually the npst serious cases.

6: 46: 54 PM

MR. LISANKIE continued his review of page 9 of the summary
docunent. He turned to Section 52 of Version I, which addresses
how certain conpensation rates will be calculated for certain
groups of workers. He specified that the groups of workers
addressed are as follows: workers paid by the hour/day/out put;
wor kers in exclusively seasonal or tenporary enploynent; workers
who are mnors, apprentices, and trainees in a fornmalized
trai ni ng program

MR. CATTANACH infornmed the commttee that [Section 52 of Version
] is a proposal of the ad hoc conmttee and was part of its
| egi slation, although it wasn't included in CSSB 130( FI N)am

REPRESENTATI VE GUTTENBERG requested that the nodel of how those
conpensation rates are cal cul ated be provided at sonme point.

6: 48: 24 PM
REPRESENTATI VE ROKEBERG, turning attention to the notes on the
analysis for [Section 52], said that it appears that the Al aska

Suprene Court overturned an earlier 1995 statutory change and
recently affirmed that. Therefore, he surmsed that [ Section
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52] is a reaction to the final judgnent by the Al aska Suprene
Court.

MR. LISANKIE explained that there was a version of how
conpensation rates should be calculated for state workers, and
that was overturned by the Al aska Suprene Court. In 1995, the
| egi sl ature adopted what are essentially the current provisions
in statute. Those provisions were taken from a nodel act that
was published a nunber of years ago. Subsequently, the Al aska
Suprenme Court said that the legislature's adoption of the nobde

act was appropriate and correct. Therefore, M. Lisankie said
that [Section 52] is a departure from what the Suprenme Court
said is acceptable.

6: 50: 12 PM

MR, LISANKIE reminded the comrittee that Sections 60 and 64
address requiring the division to have the following: two full-
time investigators investigating fraud, sufficient staff
support, a publicized toll free report nunber, as well as not
| ess than one-half of an attorney position.

MR. CATTANACH concurred [with Sections 60 and 64].
6:51: 34 PM

REPRESENTATI VE KOTT noved that the conmttee adopt Conceptual
Amendment 4, which read [original punctuation provided]:

Page 34, Line 6;
Del ete, "and i nsurance"

Page 34, Lines 8-9;
Del ete, "an analysis and assessnent of proposals for

wor ker s’ conpensati on and wor ker s’ conpensati on
liability insurance reformin Al aska;
(3)"

Page 34, Line 10;
Del ete, "benefits and"
| nsert, "nedical"

Page 34, Line 13;

Delete, "(4) a review of conpliance wth current
Al aska wor kers' conpensation | aws;"
Insert, "(3) a review of the ACOM guidelines and

effect in other states;"

HOUSE L& C COW TTEE -23- May 4, 2005



Page 34, Line 14;

Delete, "(5)"

I nsert, "(4)"

Page 34, Line 16;

Insert, "(6) review of current Alaska, and other
states', vocational rehabilitation and return to work
prograns. "

Page 34, Line 16;
Del ete, "(6)"
I nsert, "(7)"

CHAI R ANDERSON obj ected for di scussion purposes.

REPRESENTATI VE KOTT expl ai ned that Conceptual Anendnent 4 woul d
establish sonme clear guidelines wth regard to what the task
force is to review

6:52: 11 PM

MR. CATTANACH said that the ad hoc conmttee concurs wth
Conceptual Amendnent 4, but suggested that the inserted |anguage
on page 34, Iline 13, should refer to nedical treatnent
gui del i nes not just ACOM gui deli nes.

REPRESENTATI VE KOTT said that was an oversi ght.

6:52: 56 PM

REPRESENTATI VE ROKEBERG offered an anendnent to Conceptual
Amendnent 4, such that the |anguage being inserted on page 34,
line 13, would say "a review of nedical guidelines including the
ACOM gui delines ...;"

There being no objection, the aforenentioned anendnent to
Conceptual Amendnent 4 was adopted. Therefore, Concept ual
Amendnent 4, as anended, was before the committee.

CHAI R ANDERSON renoved his objection to Conceptual Anmendnent 4,
as anended.

There being no further objection, Conceptual Amendnent 4, as
anended, was adopt ed.

6: 53: 58 PM
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REPRESENTATI VE KOTT noved that the conmttee adopt Concept ual
Amendnent 5, which read [original punctuation provided]:

Page 35, Line 12;

Insert, "(4) The Task Force on W rkers' Conpensation
shall contract wth a <consultant specializing in
wor ker s’ conpensation issues for the purpose of
researching information and conducting a conparative
analysis fromother states on topics listed in section
(a). Such information shall be presented to the Task
Force on or before Septenber 1, 2005.

Renunber subsections accordingly

REPRESENTATI VE KOTT explained that the consultant would anal yze
the statenent of work specified on [page 34 of Version L] and
thus the task force would have the information avail able.
Therefore, the process could be sped up such that the task force
woul d be able to report back to the legislature by the end of
Decenber. He suggested that much information will be submtted.

There bei ng no objection, Conceptual Anendnent 5 was adopt ed.

REPRESENTATI VE KOTT noved that the conmttee adopt Concept ual
Amendnent 6, which read as foll ows:

Page 36, |ine 31:
Del ete "May 15, 2006"
| nsert " Septenber 30, 2005"

REPRESENTATI VE KOIT explained that wth the adoption of
Conceptual Anmendnment 6 the information from [the nedica
services review comrittee] would be provided around the sane
time the consultant would be expected to provide his/her
i nformation.

There bei ng no objection, Conceptual Amendnent 6 was adopt ed.
CHAI R ANDERSON cl osed public testinony.

6:57:21 PM

REPRESENTATI VE ROKEBERG reiterated his concern with regard to
the conmposition of the task force and the date of its report,

which is Decenber 1, 2006. Therefore, he offered to work with
the drafter and the House Judiciary Standing Coonmittee on those
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matters. He opined that it's inappropriate to wait until the
session is over to nmake a report to the | egislature.

6: 58: 14 PM

MR. CATTANACH suggested that due to the change enconpassed in
Conceptual Anendnment 6, the sane date needs to be changed on
page 37, lines 4-5, in order to be consistent.

REPRESENTATI VE KOTT noved that the commttee adopt Conceptual
Anmendnent 7, which read as foll ows:

Page 37, lines 4-5:
Del ete "May 15, 2006"
I nsert "Septenber 30, 2005"

REPRESENTATI VE LEDOUX objected for discussion purposes. She
pointed out that the date on page 37, lines 4-5, refers to the
nmedi cal services review committee that has to provide a report
to the task force.

6: 59: 53 PM
REPRESENTATI VE KOTT wi t hdrew Concept ual Amendnent 7.
7:00: 21 PM

REPRESENTATI VE KOIT turned to Representative Rokeberg's concern
and of fered New Conceptual Amendnent 7, as foll ows:

Page 35, |ine 14:

Del ete "Decenber 1"

Insert "prior to the first day of the convening of the
Twenty-Fifth Legislature"

REPRESENTATI VE KOTT expl ained that the task force would have its
work conpleted by the end of [2005] and then submt a report to
the | egislature.

There being no objection, New Conceptual Anendnent 7 was
adopt ed.

7:02: 06 PM

REPRESENTATI VE KOTT noved that the commttee adopt Conceptual
Amendnent 8, as foll ows:
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Page 35, line 15
Del ete "2007"
| nsert "2006"

REPRESENTATI VE CRAWCORD objected for discussion purposes. He
questioned whether any legislation [addressing this] would be
prepared in that first nonth of the Twenty-Fifth Legislature.
Therefore, he suggested naintaining the task force until the end
of the | egislature.

REPRESENTATI VE KOIT opined that the report would be available
before the legislature convenes, and therefore the task force
menbers could be available for questions in that first nonth of
sessi on.

REPRESENTATI VE CRAWFORD wi t hdrew hi s obj ecti on.

There being no further objection, Conceptual Amendnent 8 was
adopt ed.

[ There was discussion regarding whether the date on the next
page, page 37, was changed. The discussion indicated that it
was changed, although the notion to do so was w t hdrawn. ]

7:05: 06 PM

MR. CATTANACH pointed out that [Version L] seens to have dropped
a provision addressing [AS 23.30.041(c)] that was included in
[Version | and CSSB 130(FIN)ani. The aforenenti oned provision
all ows an enployer and an enployee to stipulate to an enpl oyee's
eligibility for reenploynment benefit. The aforenentioned speeds
up the qualification tinme of an injured worker by allow ng the
enployer to say that there is no question that the worker wll
qualify and start the process.

7:06: 30 PM
MR LISANKIE clarified that the aforenentioned statute was
interpreted to not be in statute and thus was included in CSSB

130(FI N)am but not maintained in Version L.

REPRESENTATI VE KOTT pointed out that it was Section 13 of CSSB
130( FI N) am

The commttee took a brief at-ease from7:07 p.m to 7:08 p. m

7:08: 58 PM
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REPRESENTATI VE ROKEBERG |[nmoved that the conmttee adopt]
Conceptual Amendnent 9, as foll ows:

Page 7, after |ine 30:
Insert the foll owm ng new section;

"* Sec. 13. AS 23.30.041(c) is repealed and reenacted
to read:

(c) An enployee and an enployer nay stipulate to the
enployee's eligibility for reenploynent benefits at
any tinme. |If an enployee suffers a conpensable injury
and, as a result of the injury, the enployee is
totally unable, for 45 consecutive days, to return to
the enployee's enploynent at the tinme of injury, the
adm ni strator shall notify the enployee of the
enpl oyee's rights under this section within 14 days
after the 45th day. |If the enployee is totally unable
to return to the enployee's enploynent for 60
consecutive days as a result of the injury, the
enpl oyee or enployer may request an eligibility
eval uati on. The admnistrator may approve the
request if the enployee's injury nmay permanently
preclude the enployee's return to the enployee's
occupation at the time of the injury. |[If the enployee
is totally wunable to return to the enployee's
enployment at the time of the injury for 90
consecutive days as a result of the injury, the
adm ni strator shall, w thout a request, order an
eligibility wevaluation wunless a stipulation of
eligibility was submtted. If the admnistrator
approves a request or orders an evaluation, the
adm nistrator shall, on a rotating and geographic
basis, select a rehabilitation specialist from the
list maintained wunder (b)(6) of this section to
perform the eligibility evaluation. If the person
that enploys a rehabilitation specialist selected by
the adm nistrator to performan eligibility evaluation
under this subsection is perform ng any other work on
the same workers' conpensation claim involving the
injured enployee, the admnistrator shall select a
different rehabilitation specialist.”

There bei ng no objection, Conceptual Anendnent 9 was adopt ed.

7:11:57 PM
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REPRESENTATI VE CRAWORD renarked that he has |lots of trepidation
about forwarding this |egislation, although he characterized it
as a nuch better bill. He noted his appreciation to everyone
who has worked on this and expressed his hope that the ultimte
| egi sl ation | ooks |ike Version L.

7:13: 13 PM

REPRESENTATI VE CRAWFORD noved to report HCS CSSB 130, Version
24- GS1112\L, Bullock, 5/4/05, as anmended, out of commttee wth
i ndi vi dual recomendations, the acconpanying fiscal notes, and
[HCR 19] allowing the title change. There being no objection,
HCS CSSB 130(L&C) was reported from the House Labor and Conmerce
St andi ng Conmi ttee.

ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
7:14: 30 PM
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