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effective date."

- MOVED SCS CSHB 119(L&C) OUT OF COW TTEE
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SENATE BILL NO. 116

"An Act offering nediation of disputed workers' conpensation
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W TNESS REG STER

DANA OVEN

Staff to Senator Egan

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Commented on HB 119.

STACY SCHUBERT

Al aska Housi ng Finance Corporation (AHFC
Anchor age, AK

POSI TI ON STATEMENT: Supported SCS CSHB 119( L&C)

SENATOR FRENCH

Al aska State Legislature

Capi t ol Bl dg.

Juneau, AK

POSI TI ON STATEMENT: Sponsor of SB 103.

LAW HENDERSQON, Wor kers' Conpensati on Adm ni strat or
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Depart ment of Ri sk Managenent

Municipality of Anchorage, said he opposed the anmendnment to AS
23.30.121 [SB 103] for several reasons.

POSI TI ON STATEMENT: Opposed SB 103 and HB 116.

TOM WESTCOTT, President

Al aska Professional Firefighters Association

Eagle River, AK

PCSI TI ON STATEMENT: Supported CSSB 103 (L&C), version M

PAUL HANDBY, career firefighter
Representing hinsel f

Juneau, AK

POSI TI ON STATEMENT: Supported SB 103.

DANA OVEN

Staff to the Senate Labor and Conmerce Conmittee

Al aska State Legislature

Juneau, AK

PCOSI TI ON STATEMENT: Presented SB 116 [l abeled 27-LS0549\1] on
behal f of the Senate Labor and Conmerce Conmittee, sponsor.

STEVE RANK

lron Workers International &

| npact

California

PCSI TI ON STATEMENT: Supported SB 116 concepts.

KEVI N GREGERSQN, Program Adm ni strat or

Uni on Construction Wrkers' Conpensati on Program
M nnesot a

PCSI TI ON STATEMENT: Supported SB 116 concepts.

FRED BROMWN, Executive Director

Heal t h Care Cost Managenent Corporation of Al aska
Fai r banks, AK

POSI TI ON STATEMENT: Supported SB 116.

LAl RD GRANTHAM

Carpenters Local 1243

Fai r banks, AK

POSI TI ON STATEMENT: Supported SB 116.

PAUL GROSSI, | obbyi st

Al aska State Pipe Trades &
| ron Workers

Anchor age, AK
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POSI TI ON STATEMENT: Supported SB 116.

DAVI D MECUEN, Presi dent

California Erectors &

Co-chair, California Field Iron Wrkers Negotiated Wrkers
Conmpensati on Program

California

PCOSI TI ON STATEMENT: Supported SB 116.

M KE MONAGLE, Director

Di vision of Wrkers' Conpensation

Depart ment of Labor and Workforce Devel opnment ( DOLVD)

Juneau, AK

POSI TI ON STATEMENT: Said the adm nistration had no position on
SB 116.

ACTI ON NARRATI VE

2:05:38 PM

CHAIR DENNI S EGAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 2:05 p.m Present at the call to
order were Senators Menard, G essel, Davis, Paskvan and Chair
Egan.

SB 100- PERS TERM NATI ON COSTS

2:06:12 PM
CHAI R EGAN announced SB 100 to be up for consideration.

SENATOR PASKVAN, sponsor of SB 100, said since the l|last hearing
this bill has received the following additional letters of
support from around the state: the Cty of Palner, the Cty of
Fairbanks, the Gty of St. Paul, the City of Ketchikan and the
City of Wasilla. They have received resolutions from the Al aska
Muni ci pal League (AM.), the Gty of None, the Fairbanks North
Star Borough, and heard support directly from the Minicipality
of Anchorage, Bristol Bay and many other places around the
state. They received a fiscal note that the Finance Conmittee
would thoroughly vet. Mke Lanb, Chief Financial Oficer,
Fai rbanks North Star Borough, and an AM. representative were
avai |l abl e to answer questi ons.

CHAI R EGAN obj ected to take questi ons.
2:07:55 PM

SENATOR MENARD stated that this bill has nothing to do wth
defined benefits (DB) or defined contributions (DC).
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CHAI R EGAN wi t hdrew hi s obj ection.

SENATOR PASKVAN noved to report SB 100 from conmittee wth
i ndi vidual recommendations and attached fiscal note. There were
no objections and it was so ordered.

2: 09: 03 PM
At ease from2:09:03 PMto 2:10:32 PM

HB 119- Al DEA: PROCUREMENT; PRQIECTS

2:10: 32 PM
CHAI R EGAN announced HB 119 to be up for consideration [CSHB
119(EDT) version M was before the commttee]. He said a

commttee substitute had been prepared [SCSCSHB 119(L&QC),
version 27-GH1745\1] and that his staff would present it.

2:11:13 PM
DANA OVNEN, staff to Senator Egan, explained the changes in the
bill had been discussed in the last hearing, but the Al aska

Housi ng Finance Corporation (AHFC) had asked to be added; the
SCS now includes those changes. Those changes were okay wth
Al DEA and everybody else in the adm nistration who is interested
in this issue.

He said the first change anmends the title; so lines 7-9 on page
1 contain reference to the AIDEA sections of the bill. Beyond
that, beginning on line 12, sections 1-5, through page 3, line
26, are all the new AHFC sections of the bill.

The only other changes occur on the |ast page, page 6, where
sections 12 and 13 are new as a result of the AHFC sections.
Section 14 is the old effective date and now Section 15 refers
strictly to the AHFC sections of the bill. He understood that
AlDEA wanted an imediate effective date because they have
projects that are pending that they need this authorization for.
AHFC may have projects, but didn't express an interest in
needi ng i medi at e aut hori zati on.

CHAI R EGAN objected for questions. He said the adm nistration
supports this commttee substitute.

SENATOR MENARD said waiting until July is a little convol uted

and wondered if AHFC could have conplied with the sanme starting
date as Al DEA di d.
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MR OWNEN said the bill could be changed. He suggested asking
AHFC if they would Iike to have an i medi ate effective date.

2:14: 32 PM
STACY SCHUBERT, Al aska Housing Finance Corporation (AHFC
stated they had no objection to that change.

SENATOR MENARD noved as conceptual Anmendnent 1 an imedi ate
effective date for both entities. There were no objections and
it was so ordered.

SENATOR PASKVAN noved to report SCS CSHB 119(L&C) as anended
from conmmttee wth individual recomendations and attached
fiscal note. There were no objections and it was so ordered.

2:16: 20 PM
At ease from2:16:20 PMto 2:17:48 PM

SB 103- WORKERS' COVPENSATI ON FOR FI REFI GHTERS

2:17:48 PM
CHAI R EGAN announced SB 103 to be up for consideration

2:18: 20 PM
SENATOR PASKVAN noved to bring CSSB 103( ), 27-LS0595\M before
the conmitt ee.

CHAI R EGAN obj ected for discussion purposes.

SENATOR FRENCH, sponsor of SB 103, recapped that the bil

addresses a piece of legislation that passed in 2008 that nade
statutory changes to the W rkers' Conpensation Program givVving
firefighters the presunption of conpensability for certain
di seases that they incur because of the work they do that so
often leads them to exposure to snoke and chem cals. He said

"It was the intent of the legislature that this conpensability
presunption go to firefighters who had done two things: they'd
served for seven years and who had received the required
physi cal exanms during that seven year period and had not shown
any evidence of the disease.” However, a wording change made in
one commttee had the wunanticipated effect of narrowing the
scope of the conpensability presunption to only those
firefighters who had had an initial physical exam nation at the
time of their hire. This was not the intent and it wasn't
di scussed in commttee. It didn't conme to light wuntil the
Wor kers' Conpensation Board began to inplenent regulations and
began to hear cases brought to it asking to apply the disability
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presunption. Recognizing the problem the Wrkers' Conpensation
Board passed a resolution supporting an anmendnent such as the
one in this bill today to give the presunption to those
firefighters who have worked for seven years, had all the
requi red exanms and had shown no evi dence of disease.

In addition, Senator French said, a letter from the National
Council on Conpensation |Insurance says they believe the cost
inpact is mnimal and think that noney may be saved by avoi ding
future litigation costs.

The second change the bill nekes is to clarify that the |aw
applies to state as well as municipal firefighting agencies,
whi ch picks up a few firefighters who work for the University of
Al aska in Fairbanks. The original bill referred to a definition
that was on the books at the tinme that didn't include state
firefighters. So, "state or" was added to the existing

definition.

SENATOR FRENCH said they tried very hard to make the change
t hrough regul ation, but Legislative Legal said it "just wouldn't
fly that way."

SENATOR PASKVAN said he wanted to make sure the University of
Al aska Fairbanks (UAF) Fire Departnment wasn't excluded because
it is in an unusual class by itself.

SENATOR FRENCH responded that page 2 defines "firefighter" as "a
person enployed by a state or municipal fire departnent” and
that the UAF firefighters are absolutely a subdivision of the
st at e.

SENATOR PASKVAN asked if |anguage on page 2, lines 23-28, nakes
sure of the retroactive conponent so that they actually undo the
probl em that was unintentionally created.

SENATOR FRENCH replied that's "the nmeat of the bill."

2:23.01 PM

LAW HENDERSON, Wbrkers' Conpensation Adm nistrator, Ofice of
Ri sk Managenent, Municipality of Anchorage, said he opposed the
amendnent to AS 23.30.121 [SB 103] for several reasons. He said
in 2008 the legislature enacted this presunption to give
firefighters a certain protection for diseases that were
considered work related. To trigger that presunption a
firefighter nust establish they were given a qualifying nmedica
exam nation before firefighting that did not show evidence of
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the di sease as well as an annual nedi cal exam during each of the
first seven years of enploynent that did not show evidence of
t he di sease.

MR. HENDERSON said the first problem with the legislation is
that the nunicipality, like nost nunicipalities, didn't even
of fer annual physical exans in 1986; they weren't even nmandatory
until OSHA required them in 1989. Moreover, testing for the
di seases listed in the statute weren't done or available in nost
cases until the 90s and in fact sonme testing still cannot
establish some of these cancers. He said the nmunicipality
doesn't know what constitutes the nedical exam nation required
under the statute.

Further, the statute directed the Departnment of Labor and
Wor kf orce Devel opment (DOLWD) to define the type and extent of
medi cal exam nation needed to trigger the presunption and to
create the formfor use during these exans, but no regulation is
currently in effect defining the type and extent of exam nation
needed. He said although the legislation was passed in 2008, no

regul ation was presented to the |ieutenant governor until early
this year and that will take effect later this nonth. No form
has been developed. Thus, the record is devoid of nedical
exam nations necessary to trigger the presunption - even though

it mght exist going forward.

MR. HENDERSON said despite the lack of the needed nedical
exam nat i ons, the Alaska Wrkers' Conpensation Board has
nevertheless found in favor of at |east one firefighter sinply
based on his statement that he had had a qualifying nedical
exam nation. No nedical report was offered and probably doesn't
exist. This one case alone will probably cost the city nore than
$250, 000; another case within the nunicipality may exceed $1.6
mllion. Several other cases are pending. In addition, because
of AS 23.30.121, the municipality is now unable to insure any of
its firefighters for losses over $1 nillion as it has been
historically able to do for all workers' conpensation clainms. He
explained that while the municipality is self-insured with a
retention level of $1 mllion per workers' conpensation |oss per
occurrence, when an injury happens to a firefighter, the
nmuni ci pality is now conpelled to pay the first $2 mllion of the
loss even if it is wunrelated to a disease |isted under AS
23.30.121. Thus the legislation has created an unfunded nandate
on the nunicipality and he assunmed simlar entities throughout
the state. He pointed out that smaller entities may be unable to
fund a self-insurance program as they may be unable to fund the
first $2 mllion of a | oss.
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MR. HENDERSON said cost and |loss of insurance aren't his only
concerns. Another is the |lack of nedical evidence supporting the
causation. The Alaska's W rkers' Conpensation Board has held
that if a condition is one of those |listed, nedical opinions or
studies to the contrary are insufficient to rebut the
presunption. Thus, this legislation as applied by the board has
created an irrebutable presunption. According to the Anerican
Cancer Society, cancer is now the second |eading cause of death
in the United States and one out of every two Americans will be
di agnosed with it as sone point in their lives.

The question is whether firefighting activities put one at a
greater risk to these cancers. Twenty-four states have enacted
presunption laws simlar to Alaska's. The inpact of these
statutes and the nedical research regarding firefighters were
recently analyzed in April 2009 and a report by the National
League of Cities entitled "Assessing Firefighting Cancer-
Presunption Laws and Current Firefighting Cancer Research."” The
report points to many problens with the legislation. Loss of
insurance is one. Another is the lack of nedical research
establishing a causal relationship between firefighting and a
specific type of cancer. According to the report, of the
t housands of cancer studies taking place from 1995 to 2008, only
17 studies |ooked at firefighters as a possible risk factor for
contracting cancer. The research concluded there was a |ack of
substantive scientific evidence currently available to determ ne
that firefighters face greater risk than the general popul ation.

2:29: 08 PM

Anot her concern is equity and questions about fairness cone up
when one class of enployees obtains expanded benefits while
ot her enpl oyees such as sanitation workers and autonotive fleet
personnel who may also be exposed to simlar hazards as the
firefighters are not covered to the sanme extent.

Al aska already has a presunption under AS 23.30.120 that has
wor ked well since statehood, M. Henderson said. He urged them
to repeal AS 23.30.121 or short of that to reject the proposed
anmendnent as it would nmake every firefighter who ever devel oped
cancer entitled to the benefits despite the lack of available
testing as the exam nation woul dn't show evidence of the disease
during the first seven years of enploynent as the testing was
not avail abl e.

CHAI R EGAN asked himto summari ze.
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MR. HENDERSON said these tests are available for sone cancers
but for others it is cost prohibitive or unavail abl e.

SENATOR PASKVAN asked if he or the nunicipality objected to this
law in 2008 when it was passed.

MR. HENDERSON answer ed no; but they did in 2007.

SENATOR PASKVAN said it passed in 2008 and this anendnent just
corrects an unintentional problem D d he agree?

MR. HENDERSON answer ed no.

2:32:26 PM

TOM WESTCOIT, Pr esi dent, Al aska  Prof essi onal Firefighters
Associ ation, Eagle River, said they supported CSSB 103 (L&C),
version M He said this version doesn't change the intent of the
original law, on the contrary, it captures the intent and nakes
it clearer. It has two aspects, the physicals and the
definition. The definition captures groups |like the UAF fire
depart nment.

He said sone of what M. Henderson said wasn't accurate because
the COccupational Safety and Health Admi nistration (OSHA) adopts
standards and the National Fire Protection Association (NFPA)
regul ation 1582 has the standard for firefighter physicals. He
al so noted that at the tine this legislation passed, they had to
denonstrate the scientific studies backing up the link for
cancer to their profession. And while it's true that everyone
sonmeday nmy get cancer, getting it at 40 or 38 nmakes the
difference. Evidence of this was shown over and over again
during this process.

2:34.42 PM

PAUL HANDBY said he is a career firefighter for Juneau and is a
menber of Alaska State Firefighters Association. He conveyed
that he would be omtted from protection under existing |anguage
in SB 103, because he had an extensive pre-enploynent physical,
but each departnent had the latitude to determne their own
requi red physicals and during budgetary tines these physicals on
an annual basis can prohibitively expensive. So, many
muni ci palities don't require them The change in the CS would
cover himin the unlikely event he would be stricken by one of
the nanmed carcinogens or sonething that was related to his
occupati on.

CHAI R EGAN asked if he supported SB 103
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MR. HANDBY replied enphatically yes.

SENATOR FRENCH offered that it is easy to forget the crucia
role firefighters play in protecting our comunities. It is
known that exposure to noxious chemcals that they see in the
course of their enploynment makes them sick. This issue was gone
over carefully in 2007 and 2008 when this bill passed. He said
he was disappointed in the testinmony on this topic from the
Municipality of Anchorage. Firefighters take risks for us and
this covers them when they're on the job. Once they |eave the
enpl oyment of the nunicipality, once they retire, they are on
their owm for their cancers that they develop |ater on.

This bill got a zero fiscal note from the state risk managenent
and it got a letter of support from the National Council on
Conpensation Insurance. He said they |ooked "high and |ow
through the record to find out what supported the anmendnment that
carved out and required that initial exam and couldn't find a
single word of testinony supporting it. He wanted M. Henderson
to bring it to his attention if he found sonething different.

CHAI R EGAN cl osed public testinony and held SB 103 for a further
heari ng.

SB 116- WORKERS' COWP. : COLL BARGAI NI NG MEDI ATl ON

2:39:34 PM
CHAI R EGAN announced SB 116 to be up for consideration

SENATOR PASKVAN noved to bring SB 116, |abeled 27-LS0549\1,
before the commttee.

CHAI R EGAN obj ected for di scussion purposes.

2:40: 21 PM

DANA OVEN, staff to the Senate Labor and Conmerce Committee,
presented SB 116 [l abeled 27-LS0549\1] on behalf of the Senate
Labor and Commerce Conmttee, sponsor. He said the concept of
this bill was brought to them by a nunber of different people
who recognize that there have been problens with the current
Wor kers' Conpensation system Oiginally, workers' conpensation
was established to bring speedy, tinmely conclusion to workers'
conpensation clains for injuries that workers received on the
job. For workers it provided a neans to be treated for their
injuries with dispatch and for the enployers it brought sone
sense of stability and finality. They knew they couldn't be sued
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and they were also prom sed they would have a reasonably cost
effective workers' conpensation prem um

He said they had heard anecdotally for nmany years that workers
have had great difficulty concluding their clainms. Sonme workers
have had their cases drag on for several years and they know
from repeated contacts by enployers that workers' conpensation
costs are viewed as being excessive. California and M nnesota
are two states who have had nmany years of experience with the
kind of workers' conpensation system that this bill would allow
and this idea nmakes the time to conclude those clains shorter
and reduces costs.

MR. OVNEN said this bill would allow within the current workers'
conpensati on system for an enpl oyer and a group of enployees who
are represented by a collective bargaining unit to establish
bef orehand the terms under which their workers' conpensation
claime will be resolved. One of the key parts of this is that
the injured worker wil | be directed toward nediation
imediately. Currently that nediation happens only after a
series of conflicts. So, the two parties could agree in the
beginning to the doctor who would initially see the patient and
also to the doctor who wuld provide a second opinion

Currently, the system generally takes three physicians; this
woul d elimnate one of them The net effect would be to reduce
costs and to shorten the tine for getting people back to work.

SENATOR G ESSEL said their packets have a colored chart that
appears different than what he described. She saw two
i ndependent nedi cal evaluations in the present system but none
in the bill.

MR. OVNEN expl ai ned that the confusion may be in his description
Under current workers' conpensation you could get three
different nedical exam nations. As proposed in the bill (by
agreenent between the two parties), an injured worker can have
as few as two.

SENATOR G ESSEL said that is not what she sees in the chart and
or the bill.

MR. ONEN replied that he is describing the approach sone other
states are using. This is an exanple of one of the ways that two
parties, under collective bargaining, could agree on how they
woul d handl e the cl ai ns.
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SENATOR G ESSEL said language in (1)(B) on page 1, lines 13-14,
says nedi ation shall be conducted by a hearing officer or other
classified enployee of the Division of Wrkers' Conpensation.
She assuned that the enployee would be a classified enployee and
asked if that neant the injured worker would be nediated by
anot her cl assified enpl oyee.

MR. ONEN replied yes; the bill envisions using hearing officers
currently in the division to do the nediation.

SENATOR PASKVAN asked if this applies to all workers around the
st at e.

MR. ONEN answered yes; all workers who are covered under
col | ective bargaini ng agreenents.

2:46: 38 PM

STEVE RANK, Iron W rkers International and Inpact, a |abor
managenent cooperative trust fund, said he is based out of
California. He explained that California experienced extrene
medi cal costs and litigation; both enployers and workers were
frustrated with the system |In 2003, |abor and managenent got
together and developed a collectively bargained workers'
conpensation that allows enployers and | abor representatives to
sit down and pre-designate nedical providers so that their
injured workers are provided "the best nedical attention not the
wor st . "

He said these prograns are voluntary and don't require any
i nsurance carrier or enployer to participate. "They're designed
to inprove the delivery of nedical benefits to injured workers
period.” Nothing in this bill takes benefits away from injured
wor ker s.

MR. RANK said that now workers don't have to wait six or nine
nonths to hear about their claim Through cooperative efforts of
t he i nsurance carriers, t he enpl oyers and t he | abor
representatives these clains are expedited to make sure that
workers are attended to and that their questions are answered by
an onbudsman who is available 24/7. Published statistics from
the states of California and M nnesota show that these types of
prograns reduce nedical costs, lost work days and, inportantly,
l[itigation. This program attenpts to give injured workers a
method of dealing wth their 1issues wthout resorting to
unnecessary litigation in a system that, in many cases, can't
answer their questions.
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2:50:11 PM

KEVIN GREGERSON, Program Admi ni strator, Union Construction
Wor kers' Conpensation Program M nnesota, said he devel oped this
program back in 1997 on behalf of a |abor/nmanagenent board of
trustees and has been running it ever since. The program he
adm nisters canme out of 1995 statute that M nnesota passed
allowing for these alternative collectively bargai ned workers'
conpensati on prograns.

MR. GREGERSON said he was asked to conpare his experience with
the State of Mnnesota's workers' conpensation system for the
last 13 years. He said recent data showed that having an
onbudsman to answer question for all parties resulted in
significant inprovenent in terns of injured workers receiving
benefits on a tinely basis. They have seen a reduction of 40
percent in the average cost of a workers' conpensation claim as
conpared to clains for a simlar injury in a simlar occupation
going through the State of Mnnesota's workers' conpensation
system The biggest reason for that is that they had presel ected
t he physicians, the vocational rehabilitation counselors and the
attorneys who serve as nediators and arbitrators who interact
with their injured participants and contractors.

2:53:18 PM

He al so said that |anguage in Al aska statute gives the Labor and
Managenent Committee the authority to determi ne how they want to
perform independent nedical examnations. This is really the
| egi sl ature enpowering |abor and managenent to figure out a
better way to deliver the sane set of statutory benefits
utilizing people that they have nutual trust with and have the
ability to work with who understand the construction industry
and the uni que aspects that that industry faces.

2:54. 41 PM

FRED BROW, Executive Director, Health Care Cost Managenent
Corporation of Al aska, Fairbanks, said they support SB 116. He
said his letter is with the conmttee, but he wanted to nention
that his corporation is focused on controlling health care
costs. Associated charts show Al aska is anong the highest cost
states in the wunion for delivery of workers' conpensation
benefits generally and specifically that 75 percent of the total
costs of workers' conpensation are nedical

MR. BROMW said the 2009 report of the W rkers' Conpensation
Medi cal Services Review Commttee observed on page 10 that even
though there is the opportunity to create preferred provider
networks, there is no incentive to do so, because statute
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doesn't require providers to participate. So, they view this
| angauge as an opportunity for |abor and nmanagenent to negotiate
together wth providers to institute a preferred provider
network if they choose to do so.

SENATOR PASKVAN asked if he knows what the potential savings
m ght be if this systemis foll owed.

MR. BROM replied that his organization can sonetines negotiate
significant discounts in the nei ghborhood of 50-60 percent.

2:57: 17 PM

LAIRD GRANTHAM  Carpenters Local 1243, Fairbanks, said he
supported SB 116. He said that from 2005 to 2009, Al aska has had
t he hi ghest workers' conpensation rates in the nation. They nmake
Alaska the very least conpetitive state in the wunion for
conducting business according to a CNBC report. Because of this,
they see nore "shady enployers®™ who have no insurance or
m sclassify their enployees to <cut <costs and "cheat the
industry."” He said this bill wll allow for quick resolution of
a claimand at a much | ower cost to all parties.

Just yesterday, M. Gantham said, his office received a request
for information about a workers' conpensation claim dated back
to 1988 and remarked, "Wy should any one individual or
conpanies have to wait that long for any type of closure?" He
said it's tine to allowthis voluntary programin Al aska.

2:58:47 PM

PAUL GROSSI, |obbyist for the Al aska State Pipe Trades and the
lron Workers, said he supported SB 116 and that nost of his
points were already covered. But, he said, all of them have
probably had sone experience with constituent conplaints from
ei ther enployers about the cost of the system or from enpl oyees
about how cunbersone the systemis. He used to be the director
of Wbrkers' Conpensation in Alaska and used to get these
conpl aints; he knows what they are about.

MR. GROSSI stated that this bill is just enabling |anguage. It
will allow groups wunder a collective bargaining system to
i mprove the ways to deal with sone of the costs, inefficiencies
and difficulties in getting treatnent. Wen he first started
working at the Division of Wrkers' Conpensation, medical costs
were 30 percent of the entire cost and now they are 75 percent.
"So, there is a drastic need to address some of these issues."
This bill allows pilot projects on inprovenents to the system
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3:02: 07 PM

LAW HENDERSON, Workers' Conpensation Coordi nator, Departnent of
Ri sk Managenent, Municipality of Anchorage, said he opposed SB
116. He said the Mnicipality of anchorage has eight separate
bargai ning units and one exenpt unit. Wth SB 116, it could very
likely end up Dbeing governed by two separate workers'
conpensation systens, one wth a due process protection (the
current one) and one wi thout.

He noted that Section 1 of the bill sinply codifies what the
D vision of W rkers' Conpensation has been doing for about a
decade already - which is fine. The problemis in Section 2 that
creates a new workers' conpensation system through the
collective bargaining process. AS 23.30.285(a)(1l) says the
di vision would have to hire nore enployees devoted to this new
alternative or parallel system Beyond that, the statute is
vague. It his understanding that the system envisioned under SB
116 is what M nnesota does, but that system stripped the parties
of discovery and selection rights afforded under the current
system For exanple, under the current system an enployer may
obtain an i ndependent nedical evaluation to determ ne whether an
injury is work-related or not and if not work-rel ated, whether
disability, permanent inpairnment, nedical vocational or other
benefits are warranted under the Al aska Wrkers' Conpensation
Act. Under the system envisioned in SB 116, the enployer has no
right to an independent nedical examnation. Wthout nedical
evidence to support a denial of benefits, an enployer is
prevented by law from denying benefits. If denied w thout such
evidence, an enployer faces a 25 percent penalty and the
adj uster faces possible loss of his |icense.

3:04: 39 PM

Thus, he said, under SB 116, an enployer is unable to devel op
contrary nedical evidence and is conpelled to sinply wite
checks for benefits having |lost any nmechanism for testing the
validity of the enployee's claim Under the current system the
Al aska workers' conpensation Board itself nmy request an
i ndependent nedical evaluation by a physician of its choosing.
Under SB 116, no such evaluation is permtted. Under the current
system the enployee is free to treat with whoever he chooses;
under SB 116 they can only select from the |ist devel oped by
their trust. The current system has nunerous vocational
counselors available to the enployee; under SB 116 an enpl oyee
is limted to those devel oped by the trust. The only simlarity
between the two systens is who pays for them - insurers and self
insureds - thereby increasing the cost of the overall workers'
conpensation system |In short, SB 116 would develop a parallel
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system devoid of the constitutional due process protections and
choi ces avail abl e under the current system

CHAI R EGAN sai d he assuned he opposed SB 116
MR. HENDERSON r esponded yes.

3:06:31 PM

DAVID MECUEN, President, California Erectors, California, said
he is also co-chair of the California Field Iron Wrkers
Negoti ated Wbrkers' Conpensation Program He expl ained that they
devel oped this program in 2003 because their wor ker s’
conpensati on program was "out of control." Forty-three percent
of their base wage was being paid for workers' conpensation
premum but after legislative changes, California is paying 14
percent of base wage for workers' conpensation premum - a
substantial savings.

MR. MCCUEN said California has a parallel program it has both
signatory and non-signatory enployees covered through this
program It is not a burden whatsoever and it has worked well
for them He has not heard one conplaint from the workers
covered under the negotiated program and delivery of nedical
care is "a lot better than it used to be." Someone had a rotator
cuff injury; in the old days it would have taken him six nonths
before he would actually get authorization for surgery. Under
their new program the person got authorization within tw weeks
and returned to work wthin six nonths. The costs are
considerably less; so nuch so that they have been able to
actually pay their guys nore for tenporary disability.

He said nothing in their process prohibits attorneys from being
involved, so if an injured worker wants representation he can
have it. He said it's a much better way of doing business and it
saves noney for everybody.

3:09: 55 PM

MR. MCCUEN said it also saves noney for the state by |essening
the burden on their workers' conpensation appeals process. In
California, an appeal takes 1-4 years; under their current
di spute resolution program they get nediation in 2-6 weeks and
if it does go to arbitration, which is very rare, it takes
anot her 2-4 weeks. It’s a nuch faster process w th phenonena
savi ngs. "Everybody w ns under this."

SENATOR PASKVAN asked how | ong their program has been operati ng.
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MR. MCCUEN answer ed ei ght years.

SENATOR PASKVAN asked in what categories the savings are
| ocat ed.

MR MCCUEN replied nuch of the savings cones from quicker
resolution of the problens and reduction in nedical rates
through a preferred provider program (PPO). Using PPGCs
elimnates doctors who don't work wth workers' conpensation
patients and in nost cases the doctors they use are the ones a
worker would choose to see on his own. Their costs are
di scounted by 20-30 percent and if soneone wants to see a
specialist it takes about one-third the tine it used to take

They also see savings through reduced MO rates (Experience
Modi fication Rate) by several percentage points which reduces
claim costs. Issues are resolved nuch faster which saves even
nore noney. In the old system an injury took six nmonths to get
back to work systemand now it takes generally takes six weeks.

3:13:01 PM
SENATOR PASKVAN verified that the base rate was 43 percent eight
years ago and now it's 14 percent.

MR. MCCUEN replied that was correct, but that was for his firm
only.

SENATOR PASKVAN asked if that reduction in base rate is
nmoni tored by private insurers.

MR. MCCUEN answered that California has a state rating bureau
and the state rates his firm based on costs and nunber of
clainms; that has also gone down. Their category, which is
construction over tw stories, has seen a dramatic reduction as
a result of alternative dispute resolution (ADR), for which they
al so set the rate.

3:14: 33 PM

MKE MONAGLE, Director, Division of Wrkers' Conpensation
Department of Labor and Wbrkforce Devel opnent (DOLWD), said he
was avail able to answer questions, but the adm nistration had no
position on SB 116.

SENATOR PASKVAN said he saw the two conponents of the bill as

different types of alternative dispute resolution nodels. He
asked M. Monagle if he saw a benefit with both nodels.
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MR MONAGLE replied he wasn't sure what he neant by "both
nodel s.” There is an alternative dispute resolution process,
whi ch includes nediation and if that is not successful, they can
go to arbitration

SENATOR PASKVAN said in other words in Section 1 any worker
i njured under any circunstance can attend nediation; that's one
met hod. The second section talks about collective bargaining
agreenents where any enployer dealing wth a collective
bargai ning agent, if they want to, can reach an agreenent as to
an alternative dispute resolution nechanism H's question to M.
Monagle is if he sees the benefit of the alternative dispute
resol ution process an inprovenent in both methods whether it's a
represented worker or a non-represented worker.

3:16:39 PM

MR. MONAGLE replied first about Section 1 saying that nediation
has been taking place in the workers' conpensation system for a
nunber of years; |ast year they nediated about 40 conpl ex cases
with about 90 percent satisfactory settlenent that was approved
by the board. He thinks that nediation is a valuable tool that
can often |l ead to reduced disputes and qui cker resol ution.

The second section also has a nmediation and arbitration process.
It's is difficult for himto answer, because it talks about the
ultimate dispute resolution process being set out in a
coll ective bargaining agreenent. H's workers' conpensati on
officers nediate ternms under the Wrkers' Conpensation Act and
don't mediate terms under a coll ective bargai ni ng agreenent.

3:18: 08 PM
SENATOR PASKVAN asked if all workers in Alaska are currently
covered by workers' conpensation stat utes.

MR. MONAGLE replied yes - with a few statutory exceptions.

SENATOR PASKVAN asked if he viewed Section 2 as an exception to
the workers' conpensation coverage. |Is the alternative dispute
resolution a viable cost savings nethod and what would be a
better nethod if there is one?

MR. MONAGLE replied that he didn't know of alternative
possibilities for resol vi ng di sput es in t he wor ker s’
conpensation system but Section 2 allows enployers and
enpl oyees to cone up with a solution to disputes through a
collective bargaining process that my mrror the W rkers

Conpensation Act. Current experience is that a nediation process
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can bring quicker resolution, but he couldn't speak specifically
to the terns of what a collective bargaining agreenent m ght be.

3:21:10 PM
SENATOR G ESSEL asked what he would describe as broken in the
Wor kers' Conpensation Act now.

MR. MONAGLE replied that the bill does a good job of identifying
sone areas in the workers' —conpensation system that are
"broken." He explained that the departnent receives 20,000 -
25,000 reports of injury every year and in the vast majority of
t hese cases the injured worker receives speedy nedical treatnent
and tinmely disability benefits, but a small percentage actually
end up in conplex disputes. These get a | ot of attention.

Medi cal costs in the system are high and last year he found it
took about two years from the time a dispute is begun until a
final decision was nade. One of the areas the bill touches on
that the current workers' conpensation system does not address
is areturn to work program

SENATOR G ESSEL said she is by profession a health care provider
who has provided workers' conpensation services to injured
wor kers and asked him to describe what kind of case nmanagenent
an enpl oyee gets to hel p himnegotiate the system

MR. MONAGLE answered that they have workers' conpensation
officers as part of their staff and they are available to assist
injured workers in knowing what their rights are. For the nost
part, an injured worker wunder the current system is free to
receive the nedical treatnent of their choice. There are no
restrictions on whom they can treated by or from or the nature
or scope of their treatnment. The enployer reserves the right to
send the injured worker to a doctor of their choice. Sonetines
there are nedical disputes over whether a certain node of
treatment is necessary or not. Oten when those disputes cone
before the board, they have a panel of nedical experts that it

can assign. If the parties are still in dispute, the workers'
conpensation board is free to weigh all that nedical evidence
and find what portion - all, sonme or none - is credible in

awar di ng benefits to the injured worker or w thholding benefits
fromhim

3:25:21 PM

SENATOR MENARD asked how often the nedical board neets saying
she was trying to figure out how big the holdup is. How bad is a
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nmedi cal dispute for the business climate overall? PPOs are never
popul ar .

MR. MONAGLE replied that there is no person or board that an
injured person has to await to approve their treatnent. Delays
typically have to do with hearing back from the enployer or
their insurance conpany on whether they believe sonmething is
conpensabl e or not.

SENATOR G ESSEL said the process now has the option for an
i ndependent evaluation. How often is that used and what does
that entail ?

MR. MONAGLE replied typically it's the enployer who asks for the
i ndependent nedical evaluation and that is based on the
experience of a particular case nmanager or claim adm nistrator
and if he believes there is sufficient evidence to warrant an
i ndependent review. Normally, the process begins when the
i nsurance conpany asks the injured worker to sign a nedical
rel ease. Then they wll |ook at copies of his nedical records
for any red flags; for instance if he previously had a notor
vehi cl e accident and they think maybe his current conplaints are
nore related to that accident than his occupational injury, then
they m ght ask for an independent nedical exam ner and ask those
types of questions to determi ne whether or not there is contrary
nedi cal evidence to warrant the paynent of a claim or not. He
said the vast mgjority of these cases are paid with no dispute.

3:29:29 PM

SENATOR G ESSEL asked if he saw the renoval of that option to
ask for an independent nedical evaluation from an enpl oyer or an
enpl oyee in SB 116.

MR. MONAGLE replied that Section 2 provides that the collective
bargai ning agreement can establish an exclusive list of
providers and an exclusive [list of I ndependent medi cal
eval uators. Now, the assunption he is making is that the
enpl oyer and the enployee have agreed to the ternms of the
col l ective bargaining agreenent and therefore, have agreed to
establish that exclusive list and abide by the terns of the
agreenent. In that regard sonme rights are preserved by parties
because they aren't forced into these agreenents.

SENATOR G ESSEL thanked him and said since they had heard from

| ots of enployee groups that she wanted also to hear from sone
enpl oyers.
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3:31:31 PM

CHAI R EGAN said they would invite enployers. Finding no further

business to cone before the commttee, he adjourned the neeting
at 3:31 p.m
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