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C o n t i n u a t i o n  o f  F i s c a l  N o t e

HB 177

T h i s  l e g i s l a t i o n  w ould a llo w  the a d m in is t r a t iv e  exp e nses o f  o p e ra tin g  th e  
Second I n j u r y  Fund to  be p aid  from  th e  Fund i t s e l f  r a t h e r  than g e ne ra l 
f u n d s .  T h u s , $ 123.3  o f  Second I n j u r y  Fund d o l l a r s  would be s u b s t it u t e d  f o r  
a l i k e  amount o f  g e n e ra l fu n d s w hich a re  c u r r e n t l y  used t o 'a d m in is t e r  th e  
Second I n j u r y  program .

The fu n d  i s  su p p o rted  by c o n t r ib u t io n s  from  i n s u r e r s  and em p lo yers based on 
w o r k e r s ' com pensation paym ents to  in ju r e d  w o rk e rs  and by c e r t a in  p e n a lt ie s  
a s  p ro v id e d  by th e  W orkers' Com pensation A c t .

The fund  i s  used to  re im b u rse  in s u r e r s  and em p lo yers who employ d is a b le d  
w o rk e rs  under c irc u m sta n c e s  s p e c if ie d  in  th e  W o rkers' Com pensation A c t and 
f o r  some r e h a b i l i t a t i o n  c o s t s .  Adequate fu n d  re ven ue s a re  a v a i la b le  to  
p ro v id e  f o r  a d m in is t r a t iv e  c o s t s .

A p p ro xim ate  c o s t s  to  a d m in is te r  th e  Second I n j u r y  Fund a re  a s f o l lo w s :

P e rso n a l S e r v ic e s  $ 9 2 .6
Management A n a ly s t  75% o f  tim e $ 4 0 .5
H earing  O f f ic e r  f o r  a p p ro x im a te ly  12% o f  tim e . . 7 . 6
W o rkers' Com pensation T e c h n ic ia n  100% o f  tim e  3 4 .5
P r o - r a t a  sh a re  o f  c l e r i c a l  su p p o rt 1 0 .0

T r a v e l  2 .7

C o n tra c tu a l 2 5 .8
Com m unications 5 .0
Data P ro c e s s in g  1 6 .6
P r i n t i n g  1 .0
C o p ie r , p ostage m ach in e, e t c .  2 .7
O ther ( t r a i n i n g ,  r i s k  management) .5

S u p p lie s  2 .2

T o ta l $123.3

p a g e  2 o f  2
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©

1 IN THE HOUSE BY THE JUDICIARY COMMITTEE
2 CS FOR HOUSE BILL NO. 177 (Judiciary)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the second injury fund; and
7 providing for an effective date."
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 23.30.015(c) is repealed and reenacted to read:
10 (c) Payment of compensation into the second injury fund within
11 six months after the date of death operates as an assignment to the
12 employer, for a period of six months after payment, of all rights of
13 the deceased's representative to recover damages from the third per-
14 son. If payment is not made to the second injury fund within six
15 months after the death or if the employer does not file a lawsuit
16 against the third person within six months after making the payment to
17 the second injury fund, the employer shall be subrogated to the rights
18 of the deceased's representative in an action to recover damages
19 against a third party. Subrogation under this subsection is limited
20 to the amount paid by the employer into the second injury fund as a
21 result of the death.
22 * Sec. 2. AS 23.30.040(h) is amended to read:
23 (h) Administration expenses of the state under this section and
24 AS 23.30.205 must [SHALL] be paid from the second injury [CENERAL]
25 fund.
26 * Sec. 3. AS 23.30.015(c), as amended by sec. 1 of this Act, applies to
27 payments made as a result of deaths occurring on or after July 1, 1987.
28 * Sec. 4 . This Act takes effect July 1, 1987.

© HB0177B - 1 - CSHB 1 7 7 ( J u d )
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C o n tin u a tio n  o f  F i s c a l  Note 

CSHB 177 (Ju d )

T h is  l e g i s l a t i o n  would a llo w  th e  a d m in is t r a t iv e  exp e nses o f  o p e ra t in g  the 
Second I n j u r y  Fund to  be p aid  from  the Fund i t s e l f  r a t h e r  than g e ne ra l 
fu n d s . T h u s , $123.3 o f  Second I n j u r y  Fund d o l l a r s  would be s u b s t it u t e d  
f o r  a l i k e  amount o f  g e n e ra l fu n d s w hich a re  c u r r e n t l y  used to  a d m in is t e r  
th e  Second I n j u r y  program .

The fu n d  i s  su p p o rte d  by c o n t r ib u t io n s  from  in s u r e r s  and em p lo yers based 
on w o r k e r s ' com pensation paym ents to  in ju r e d  w o rk e rs and by c e r t a in  
p e n a lt ie s  a s p ro vid e d  by the W o rkers' Com pensation A c t .

The fund  i s  used to  re im b u rse  in s u r e r s  and em p loyers who employ d is a b le d  
w o rk e rs under c irc u m sta n c e s  s p e c if ie d  in  the W o rkers' Com pensation A c t and 
f o r  some r e h a b i l i t a t io n  c o s t s .  Adequate fund re ve n u e s a re  a v a i la b l e  to 
p ro v id e  f o r  a d m in is t r a t iv e  c o s t s .

A pproxim ate c o s t s  to  a d m in is te r  th e  Second I n j u r y  Fund a re  a s  f o l l o w s :

P e rso n a l S e r v ic e s  $ 9 2 .6
Management A n a ly s t  75% o f  tim e $ 4 0 .4
H earing O f f ic e r  f o r  a p p ro x im a te ly  15% o f tim e 9 .5
W o rkers' Com pensation T e c h n ic ia n  100% o f  tim e 3 4 .5
P r o - r a t a  sh a re  o f  c l e r i c a l  su p p o rt 8 .2

T ra v e l 2 .7

C o n tra c tu a l 2 5 .8
Com m unications 5 .0
Data P ro c e s s in g  1 6 .6
P r in t in g  1 .0
C o p ie r , postage m achine, e t c .  2 .7
O ther ( t r a i n i n g ,  r i s k  management) .5

S u p p lie s  2 .2

T o ta l $ 123.3

p a g e  2 o f  2
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CS FOR HOUSE B IL L  NO. 177 ( J u d i c i a r y )

Under the t h ir d - p a r t y  p r o v is io n s 1 o f  c u rr e n t  A la sk a  w o rk e rs ' com pensation la w ,

th e re  a re  d i s t i n c t l y  d i f f e r e n t  assig n m e n t r u l e s  f o r  the b e n e f ic ia r ie s  o f

em ployees who d ie  w ith o u t  s t a t u t o r y  dependents and the b e n e f ic i a r ie s  o f  th o se

who d ie  w ith  s t a t u t o r y  d ep e nd e nts. AS 2 3 .3 0 .0 1 5 (c )  p ro v id e s th a t  when the

e m p lo yers o f  em ployees who d ie  w ith o u t s t a t u t o r y  dependents make payment to

?
the Second I n j u r y  Fund , a l l  r i g h t s  to  re c o v e r  damages from  t h ir d  p a r t ie s  a re  

a ss ig n e d  to  the e m p lo y e rs . T h is  p re c lu d e s a b e n e f ic ia r y  not dependent on the 

deceased em ployee from  s u in g  a t h ir d  p a rty  even though the e m p lo y e r/ in su re r  

has no in t e n t io n  o f  commencing a t h i r d - p a r t y  a c t io n . An in ju r e d  employee o r 

the dependent b e n e f ic ia r y  o f  a deceased em ployee, how ever, has one y e a r  from  

an award o f  com pensation to  f i l e  a la w s u it  a g a in s t  a t h ir d  p a r t y  to  re c o v e r 

damages b e fo re  a ssig n m e n t p a s se s  on to  the em p lo yer.

The u lt im a te  goal o f  any t h i r d - p a r t y  su b ro g a tio n  p rocedure i s  reim bursem ent o f 

the p ayo r o f c o m p e n sa tio n , w ith  any e x c e ss  going to the employee o r b e n e fi­

c i a r y ,  w it h  both the e m p lo y e e / b e n e fic ia ry  and th e  e m p lo y e r/ in su re r  a ffo rd e d  a 

f a i r  o p p o rtu n ity  to  p r e s s  a damage s u i t  in  case  the o th e r n e g le c ts  to  do s o . 

T h is  amendment would g iv e  b e n e f ic i a r ie s  o f  th e  deceased em ployee, a lth o u g h  not

The w o rk e rs ' com p ensation  remedy i s  e x c lu s iv e  o f a l l  o th e r  rem edies by 
the em ployee o r  the e m p lo ye e 's  dependents a g a in s t  the em ployer and in s u r e r  f o r  
an i n j u r y  o r  i l l n e s s  f a i l  l i n g  w it h in  th e  co verag e o f  th e  A c t . However, when a 
com pensable i n j u r y  o r  i l l n e s s  i s  the r e s u l t  o f  a t h ir d  p e r s o n 's  t o r t io u s  
c o n d u c t, m ost w o r k e r s ' com pensation s t a t u t e s  c o n ta in  p r o v is io n s  th a t  p re se rv e  
a r ig h t  o f  a c t io n  by both p a r t ie s  a g a in s t  th e  t h i r d  p a r t y .

2
AS 2 3 .3 0 .0 4 0 ( c ) :  I f  an employee s u f f e r s  a com pensable i n j u r y  th a t

r e s u l t s  in  death and the em ployee i s  no t s u r v iv e d  by a widow, w id o w e r, c h i l d ,  
o r  dependent r e l a t i v e  e l i g i b l e  to re c e iv e  death b e n e f it s  under AS 2 3 .3 0 .2 1 5 , 
the em ployer o r  in su ra n c e  c a r r i e r  s h a l l  pay $10,000 to  the Second I n ju r y  Fund.



n e c e s s a r i ly  dependent a s d e fin e d  under AS 2 3 .3 0 .2 6 5 , equal sta n d in g  to  f i l e  a 

la w s u it  f o r  w ro n g fu l d eath a g a in s t  the t h ir d  p a r ty  i f  the em ployer f a i l s  to 

make payment to  th e  Fund w it h in  s i x  months a f t e r  death o r does n o t f i l e  a 

la w s u it  a g a in s t  the t h ir d  p a r ty  w it h in  s i x  months a f t e r  making payment to  the 

Second I n ju r y  Fund. F u r t h e r ,  su b ro g a tio n  under t h i s  amendment would be 

l im it e d  to  th e  amount th e  em p lo yer p ays in t o  the Second I n j u r y  Fund f o r  

non-dependent death c a s e s ,  w hich i s  c u r r e n t l y  $ 1 0 ,0 0 0 .

In C roxton v .  Puget Sound Tug and B a rg e , AWCB No. 860311 a t 4 (November 25, 

1986) the A la sk a  W o rkers' Com pensation Board took p a r t i c u l a r  n o tic e  o f the 

d i s t i n c t l y  d i f f e r e n t  a ssig n m e n t r u le  f o r  the b e n e f ic i a r ie s  o f  em ployees who 

d ie  w ith o u t s t a t u t o r y  dependents s t a t in g  " ( A ) s  much a s  we would l i k e  to  f in d  a 

way in  t h i s  c a se  to  undo the a ssig n m e n t and th e re b y  p e rm it A p p lic a n t to  p ursue 

h is  t h i r d - p a r t y  s u i t  u n h in d e re d , we a re  p o w e rle ss to  do s o ."

The a ssig n m e n t o r  su b ro g a tio n  r u le  f o r  non-dependent b e n e f ic i a r ie s  o f  deceased 

em ployees i s  in  need o f change to  make i t  c o n s is t e n t  w ith  the r i g h t s  a ffo rd e d  

dependent b e n e f ic ia r ie s  to  re c o v e r  damages from  a t h i r d  p a r t y .



Example

W hile in  the c o u rse  o f  employment two em ployees - one w ith  

s t a t u t o r y  dependents the o th e r w ith o u t - a re  k i l l e d  in  an 

a ir p la n e  a c c id e n t ,  the cau se  o f w hich i s  lin k e d  to  a d e fe c ­

t i v e  p ie ce  o f  equipm ent.

The b e n e f ic i a r ie s  o f  any p a sse n g e rs on the p la n e , o f  c o u rs e , 

have a d i r e c t  r ig h t  o f  a c t io n  to  re c o v e r  damages from  the 

m a n u fa c tu re r o f  th e  d e f e c t iv e  p ie ce  o f equipm ent.

The b e n e f ic i a r ie s  o f  th e  employee w ith  s t a t u t o r y  dependents 

have the r ig h t  to  f i l e  a t h i r d - p a r t y  a c t io n  a g a in s t  the 

m a n u fa c tu re r , w it h  any com pensation p aid  by the em ployer to 

the b e n e f ic i a r ie s  re im b u rse d  to  the em ployer o u t o f the 

t h ir d - p a r t y  aw ard.

The b e n e f ic i a r ie s  o f  th e  employee w ith  no s t a t u t o r y  depen­

d en ts have no r i g h t  to  f i l e  a t h i r d - p a r t y  a c t io n  a g a in s t  the 

m a n u fa c tu re r because th e y  a re  p reclu d e d  from  doing so by the 

e m p lo y e r 's  payment to  th e  Second I n ju r y  Fund and the immedi­

ate  a ssig n m e n t o f  r i g h t s  under AS 2 3 .3 0 .0 1 5 (c ) .
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ANCHORAGE

M E M O R A N D U M

D A T E : A p r i l  2 ,  1 9 8 7  ^
1

T O : R e p r e s e n t a t i v e  S u n d ,  C h a i r  /  J  

H o u s e  J u d i c i a r y  C o m m i t t e e
1

F R O M : R e p r e s e n t a t i v e  P a t  P o u r c h o t ,  C h a i r *
I

H o u s e  F i n a n c e  S u b c o m m i t t e e  -  D e p a r t m e n t  o f  L a b o r

S U B J E C T : H B  1 7 7 ,  S e c o n d  I n j ' u r y  F u n d

H B  1 7 7 ,  a n  A c t  r e l a t i n g  t o  t h e  w o r k e r s '  c o m p e n s a t i o n  l a w  c o n c e r n ­
i n g  t h e  s e c o n d  i n j u r y  f u n d ,  h a s  r e c e n t l y  b e e n  r e f e r r e d  t o  t h e  
H o u s e  J u d i c i a r y  C o m m i t t e e .  I t  a d d r e s s e s  a n  i s s u e  w i t h  w h i c h  t h e  
H o u s e  F i n a n c e  S u b c o m m i t t e e  o n  t h e  D e p a r t m e n t  o f  L a b o r  h a s  b e e n  
d e a l i n g .  W e  s e e  t h i s  b i l l  a s  a  m u c h  n e e d e d  p i e c e  o f  l e g i s l a t i o n  
t o  a d d r e s s  o p e r a t i n g  b u d g e t  s h o r t f a l l s .

A s  y o u  m a y  k n o w ,  t h e  s e c o n d  i n j u r y  f u n d  i s  a n  i n t e g r a l  p a r t  o f  
t h e  W o r k e r s '  C o m p e n s a t i o n  A c t .  I t  s e r v e s  t o  e n c o u r a g e  t h e  
e m p l o y m e n t  o f  p h y s i c a l l y  i m p a i r e d  p e r s o n s  b y  r e i m b u r s i n g  e m p l o y ­
e r s  f o r  a d d i t i o n a l  c o m p e n s a t i o n  t h a t  m a y  b e  d u e  w h e n  a  s e c o n d  
i n j u r y  c o m b i n e s  w i t h  a  p r i o r  i m p a i r m e n t  t o  c a u s e  g r e a t e r  d i s a b i l ­
i t y .  T h e  f u n d  i s  s u p p o r t e d  b y  c o n t r i b u t i o n s  f r o m  e m p l o y e r s  a n d  
i n s u r e r s .  I t  i s  r e s p o n s i b l e  f o r  b o t h  t h e  s t a t e w i d e  a d m i n i s ­
t r a t i o n  o f  t h e  w o r k e r s '  c o m p e n s a t i o n  r e h a b i l i t a t i o n  p r o g r a m  a n d  
e m p l o y e r  r e i m b u r s e m e n t  o f  b e n e f i t s  p a i d  t o  w o r k e r s  f o r  s u b s e q u e n t  
i n j u r y  c l a i m s .

H B  1 7 7  w o u l d  r e t u r n  t h e  f u n d  t o  i t s  p r e - 1 9 8 1  m e t h o d  o f  p a y i n g  
a d m i n i s t r a t i v e  e x p e n s e s  f r o m  t h e  f u n d  i t s e l f ,  r a t h e r  t h a n  f r o m  
t h e  g e n e r a l  f u n d .  T h e  f u n d i n g  f o r m u l a  e n a c t e d  i n  1 9 8 1  h a s  
i m p r o v e d  t h e  f i n a n c i a l  c o n d i t i o n  o f  t h e  f u n d .  I n  t h e  D e p a r t ­
m e n t ' s  d e t e r m i n a t i o n ,  t h e  f u n d  i s  n o w  i n  a  p o s i t i o n  t o  p a y  f o r  
i t s  o w n  a d m i n i s t r a t i o n  w i t h o u t  j e o p a r d i z i n g  t h e  p a y m e n t  o f  
b e n e f i t s  f o r  w h i c h  t h e  f u n d  w a s  c r e a t e d .

P a s s a g e  o f  H B  1 7 7  w i l l  r e s u l t  i n  a  g e n e r a l  f u n d  s a v i n g s  o f  
$ 1 2 3 , 3 0 0 .  I  w o u l d  e n c o u r a g e  y o u  t o  p u r s u e  p a s s a g e  o f  t h e  b i l l  b y  
s c h e d u l i n g  a  h e a r i n g  o n  i t  a t  y o u r  e a r l i e s t  c o n v e n i e n c e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .
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S T EVE C O W P E R

J

S t a t e  o f  A l a s k a

o f f i c e OF THE g o v e r n o r  

J u n e  a u

i-~
i i

March 9, 1987

The Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the work­
ers' compensation law regarding the second injury fund.

The bill provides that expenses inc\ 
the seognCinjuxxlfurid

pre-1981 method of r~

........
out jeopardizing , the^
ing the payment of., the. ben
Since ' the raone™' ■«' " ^Wo

 .nistration of

approach .returns to theJ 
The-- financial condition?

ears be- ,
injury ,f 

ration withr*-
ithout j eopardi z-
nd,^ascreated 

st (i.̂ e.v ,,iit is. not >
„r--- — ye. statute may specify this use of it without ■> 

vi'olatlhg: the';de^feated-fuhd pf6hiBitibh'of'art. IX, sec. 7 of 
the Alaska Constitution. Expenditures from the second injury 
fund will be authorized by annual appropriation.

Given the financial integrity of the fund, I think it is proper 
and prudent that the fund it^eTF'bear the costs of its adminis­
tration.

Governor
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Original sponsor: Rules/Governor

1 IN THE HOUSE BY THE JUDICIARY COMMITTEE
2 CS FOR HOUSE BILL NO. 177 (Judiciary)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the second injury fund; and
7 providing for an effective date."
8 BE IT ENACTED bY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 23.30.015(c) is repealed and reenacted to read:

10 (c) Payment of compensation into the second injury fund within
11 six months after the date of death operates as an assignment to the
12 employer, for a period of six months after payment, of all rights of
13 the deceased's representative to recover damages from the third per-
14 son. If payment is not made to the second injury fund within six
15 months after the death or if the employer does not file a lawsuit
16 against the third person within six months after making the payment to
17 the second injury fund, the employer shall be subrogated to the rights
18 of the deceased's representative in an action to recover damages
19 against a third party. Subrogation under this subsection is limited
20 to the amount paid by the employer into the second injury fund as a
21 result of the death.
22 * Sec. 2. AS 23.30.040(h) is amended to read:
23 (h) Administration expenses of the state under this section and
24 AS 23.30.205 must [SHALL] be paid from the second injury [GENERAL]
25 fund.
26 * Sec. 3. AS 23.30.015(c), as amended by sec. 1 of this Act, applies to
27 payments made as a result of deaths occurring on or after July 1, 1987.
28 * Sec. 4, This Act takes effect July 1, 1987.

W  HB0177B - 1 -  CSHB 1 77(J u d )
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BY THE RULES COMMITTEE BY IN THE HOUSE REQUEST OF THE GOVERNOR
HOUSE BILL NO. 177

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entitled: "An Act relating to the workers' compensation law

concerning the second injury fund; and providing for
an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 23.30.040(h) is amended to read:

(h) Administration expenses of the state under this section and
AS 23.30.205 must [SHALL] be paid from the second inj ury [GENERAL]
fund.

* Sec. 2. This Act takes effect July 1, 1987.

HB0177A -1- HB 177




