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HOUSE JUDICIARY COMMITTEE

APRIL 11-16 AGENDA

SB 322 - WORKERS' COMPENSATION

WEDNESDAY, APRIL 6 5:30 - 6:30
OVERVIEW OF SB 322
Bob Anders: Labor-Ma ag[ement Task Force - Labor
Workers! Eomp Board

DISCUSSION: Ee ammq ar?as of controversy
anor prorities

Note: Committee w ill be on listen-only teleconference.

MONDAY, APRIL 11 1:30 - 3:00
INSURANCE SPECIFIC TOPICS
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Committee

DISCUSSION:
1) Mandated Rate Reduction or Rate Freeze
) Revamping the Assigned Risk Pool
RaI\Fot edFHcﬁw 3Ar5bsaée%¥ut§r?9{raem of,. Occu a})ional
} ealth, will e
aval [ quéstions.

Note: Commitcee w ill be on listen-only teleconference



House Judiciary Committee Workers* Comp agenda (cont.)

TUESDAY. APRIL 12 1:30 - 3:00

CONTINUATION OF APRIL 11 AGENDA IF NEEDED

OVERVIEW OF SB 322
Labor-Management Task Force - Management representatives
(Note: Task Force members will be in Juneau personally anc
on line from Anchorage.)

BENEFIT STRUCTURE - PRESENT AND PROPOSED

Jaquelyn McClintock; Director, Division of Workers®™ Comp

Note: Committee will be on listen-only teleconference

WEDNESDAY. APRIL 13 1:30 - 3:00

INDEPENDENT MEDICAL EXAM (3ME)
Note: Open to public testimony specific to this topic only.

VOCATIONAL REHABILITATION
Note: Open to public testimony specific to this topic only.

LEGAL ASPECTS
Janice Hansen; Chief of Adjudications, Division of Workers
Compensation

DISCUSSION:
Section 18 - Board IME - unanimous vote requirement

Section 10 - Vocational Rehabilitation changes

Note: Committee will be on listen-only teleconference except
as noted above.



House Judiciary Committee Workers®™ Comp agenda (cont.)

THURSDAY. APRIL 14 1:30 - 3:00
RATE REDUCTION

John Lewis? consultant to Labor-Management Task Force
(Note: on teleconference from Chicago)

DISCUSSION:
Pros and cons of mandated rate reductions and freezes;
The Maine experience - comparable to Alaska?

EMPLOYER TESTIMONY
Kevin James; Klukwan, Inc.

Ray Bond; R&R Scaffolding (note: on teleconference from
Anchorage)

PUBLIC TESTIMONY

Testimony will be taken on all topics related to bill.

FRIDAY. APRIL 15 1:30 - 3:00
EFFECT TO WORKERS - Temporary Total Disability (TTD) and
Permanent Partial Disability (PPD)
Chancy Croft, attorney
PUBLIC TESTIMONY

Testimony will be taken on all topics related to bill.

SATURDAY. APRIL 16
9:00 - 12:00
PUBLIC TESTIMONY

Testimony will be taken on all topics related to bill.

1:00 - 5:00
COMMITTEE AMENDMENTS

Note: Committee will remain on listen-only teleconference.
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MENTAL DISABILITY CLAIMS:
A NEW EPIDEMIC?

California, always a pacesetter - for better or worse -
has had an explosion ofmental disability Workers’ Compensation claims in recent years.

By Eric Marcus, M.D.

Approximately 50% of all these claims are for mental
injury. Psychiatric disability claims have also been sharply
increasing in most states. This article shall attempt to
describe the anatomy of a typical Southern California
disability claim arising out of a mental injury/disability.

Causation: Applications for psychiatric disability stem from
two sources: physical injuries and purely mental factors.
Regarding physical injuries, it has all but become common
practice for applicants' attorneys to automatically file a
claim for "injury to the psyche”.

The theory being that physical injury causes mental distress
which is then considered as a separate disease - subject to
additional disability compensation. Also, in the event that
orthopedists, neurologists, and other health care
professionals fail to find any objective evidence for
continuing disability, rhcn the "mental component” can be
pursued with appropriate diagnoses, termed as
"psychogenic pain disorder”, etc.

The second source of mental disability claims involve no
physical injury and arc related to “job stress”. This may
include any and all types of dissatisfactions. Difficulties
with supervisors, reprimands, transfers, demotions,
terminations, lack of promotions, and a myriad of
job-related grievances, legitimate or otherwise typically
result in the filing of a mental disability claim.

Pattern in Physical Disability Claims: Following an
industrial (physical) injury or alleged injury, the customary
orthopedic examinations and treatment ensues. Most of the
cases eventually referred to psychiatrists involve claims of
back injury followed by complaints of continued pain and
disability.

Typically, after a numbet of months (or years) the worker
is referred to a psychiatrist because orthopedists and
internists have not found an objective basis for the
continuing complaints.

These specialists may then state that the patient has a

"functional overlay”. Doctors are loathe to say there is
solutely nothing wrong, so instead, "functional overlay"

sffunts the person to a psychiatrist. This particular process

is called diagnosis by exclusion and has been found
acceptable by the Veterans Administration.

“A psychiatric diagnosis must be supported by positive
findings, meet the criteria established by the Diagnostic
and Statistical Manual, and must never be matte solely by
exclusion. In other words, absence of physical findings is
not in itself sufficient to justify a psychiatric diagnosis, nor
does the mere suspicion on the part of the physician that
the symptoms are functional warrant a positive psychiatric
diagnosis." Physicians’ Guide for Disability Evaluation
Examinations, Veterans Administration, March, 1985.

Pattern in Mental Disability Claims: Approximately half of
California’s Workers’ Compensation Qaims do not involve
physical injuries, rather alleging menial disability anu
impairment. Typically, following any type of job
dissatisfaction thei employee consults with a union
representative, fellow employee, and immediately proceeds
to retain an attorney. Also, following a termination, the
employee may feel some distress, seek an attorney who
refers them to a psychiatrist.

The Psychiatrist and His'Dias: Injured workers referred to
psychiatrists by treating pRysicians, or self-referred, tend to
be the more legitimate situations. In metropolitan areas,
especially in California with its vast number of Workers’
Compensation cases, physicians are readily identified in the
W orkers” Compensation Community as to their

disability. These physicians will in turn be selective in their
choice of psychiatric consultants along the same lines.

Psychiatrists rendering treatment who are not in the
W orkers’ Compensation community may be subject to
several possible sources of bias.

The effect of the doctor’s personal opinions and biases
upon his professional opinions is a very important factor,
and this aspect is frequently not given sufficient
consideration in court.

People generally find what they look for. A not so obvious
bias of doctors is that they are trained to look for, and
therefore, expect to find disease. For example, a life
insurance salesman will generally find that a potential
client is deficient in their life insurance coverage.

Likewise, a doctor typically finds something to "doctor".
This bias to “finding something wrong" should not be
entirely attributed to a financial vested interest of the
doctor, but most often stems from a humanitarian point of
view. Doctors often find that it is better to overtrcat a
patient and not miss something than to take a risk and,
perhaps, miss treating the disease. This viewpoint results in
billions of dollars spent for unnecessary diagnostic studies
and treatment, but a more comfortable medicine
practitioner.

Doctors, being basically humanitarian, also tend to believe
whatever the patient says. If a patient says they hurt, when
the doctor believes they must be hurting, otherwise, why
would they be going to a doctor? Malingering is not
something the medical practitioner looks for or expects
from his "patient".

Economic bias may also operate. Psychiatrists realize that
a Workers” Compensation case can yield rather lucrative
long-term rewards. Frequently, sessions are billed at very
hig/t rate (recently | saw a psychiatrist’s bill for S200 per
hour). Typically, the worker is seen by low-salaried
psychiatrists aides or employees, while the psychiatrist bills
his or her full professional fee. Also, the psychiatrist may
bill for one full hour of psychotherapy wile in actuality
spending only 10 or 15 minutes with the worker.

On occasion individuals are psychiatrically hospitalized due
to allegedly being “severely depressed”, "suicidal", or
"extremely agitated”. When | have been called upon to
examine these patients in a psychiatric hospital, | found
them not at all in need of hospitalization. These "patients"
are content with the typical psychiatric hospital program
which consists of handicrafts, prolonged periods of idleness
spent smoking and chatting with other patients, sporting
and other recreational activities.

Psychiatrists who have a hospital practice generally “make
rounds"” which amounts to coming to the hospital multiple
times per week, chatting a few minutes with each patient
and then billing the insurance carrier for a “hospital
consultation™ Obviously this is extremely lucrative, since
the doctor can see 1/2 dozen or so patients in a couple of
hours' hospital visit.

Psychiatric hospitalization, at least in California, costs
approximately S400-S600 per day. This is, of course,
extremely profitable for the hosptial. A common joke
regarding the necessary length of psychiatric hospitalization
goes like this: Question: How long does Mr. X need to be



hospitalized? Answer How long will his insurance coverage
pay for it? Since insurance coverage limitations do not
apply to Workers’ Compensation, these patients are a real
bonanza for the psychiatric hospital and psychiatrist.

Psychiatrists, psychologists and other mental health
professionswho arcnot generally involved in the Workers'
Compensation community treat injured workers as they
would any other patient. No attempt is made to obtain
information from sources such as the employer in order to
verify or refute the complaints of the patient.

The doctor may not even be aware of pending litigation. If
the doctor is aware, then the doctor's natural tendency is
to side with the patient and write reports accordingly. The
doctor is simply paid to be sympathetic with the patient.

The results are threefolx
1 All symptoms are accepted at face value; 2. findings
and diseases are typically related to the litigated trauma
as a "favor” for the patient; 3. if no disease is found, the
doctor then lists the patient’s symptoms as if they were an
objective diagnosis, for example, "headaches, low bade
ache, etc." Unfortunately, this practice dignifies a
symptom (or alleged symptom) by making it appear as if
it were an established diagnosis when it in fact is merely
a symptom.
Not infrequently the psychiatric treatment/counseling goes
far beyond the consequences of the industrial injury.
Marital problems, difficulties with children, financial
problems, perhaps alcoholism, all are dealt with by the
treating therapist. However, since the therapist knows that
Workers' Compensation is the source of funding, the
therapist only relates those issues related to the purported
injury. On occasion, the therapist’s handwritten notes may
reveal non-industrial sources ol stress. Not infrequently,
however, psychotherapists don't make progress notes and it
becomes impossible to determine what was actually the
context of the treatment.

Psychiatrists personally render very little psychotherapy,
rather they prescribe medications for whatever the patient
complains of. For example, if the patient says they arc sad,
then the doctor gives them antidepressants. If they say they
are upset, then the doctor prescribes tranquilizers. Patients
may be seen once or twice a month for short visits. The
doctors’ bills generally do not reflect these short visits and
sessions are billed at the customary one hour fee. The
doctor can, of course, see multiple patients during the same
hour.

PjvAMatrists of psychologists receiving referrals primarily
from appUcants*ratHOCys, who are not involved in one of
the "compenMtf&ifjl- factories”, will typically see an
individual ind~ttsLtely. Progress reports, primarily
generated by.tfvoctU processor and essentially identical
from month to month hove indicated that the person is still
very sick but "slowly improving”. After a year or two, or
longer, the person msy ultimately be declared "permanent
and stationary” with, typically, at least a moderate level of
permanent psychiatric disability. As already mentioned, the
“treatment" consisted of once or twice a month brief
sessions to prescribe and renew medications.

Typically tho doctor offers the opinion that the individual's
job was very stressful and the person should be
rehabilitated to a job of lesa stress. The "stressful jobs”
range from polico work to secretary, sanitation worker,

school teacher, - actually the entire gamut of existing
occupations. A "less stressful job” becomes a meaningless
recommendation since there are no jobs which have no
requirements, no supervision, no ground rules, and no
stress.

In cases of physical injury such as a back injury, the
psychiatrist states that the person is permanently crippled
(in spite of the lack of objective orthopedic findings) the
crippling being the result of both orthopedic and severe
psychiatric disease. These individuals are also given
pciuidiiciu and stationary ratings of at ieast a moderate
degree of permanent psychiatric disability.

Bonafide Psychiatric Injuries: Having examined over 1,000
injured workers, | have seen a number of legitimately
mentally injured workers and have rendered treatment.

Obijectively verified physical injuries, such as amputations,
lacerations, and eye injuries, may benefit from eariy
psychiatric or psychological counseling. These workers may
be truly distressed, and even though they may not
technically have sustained a psychiatric injury, they would
benefit fr an supportive counseling to help them cope with
their physical trauma.

Occasionally | find a verified instance of job-related stress
- verified by sources other than the employee. In these
cases, a short period of counseling may restore the
individual to a better state of mind and resumption of
employment. Based upon the American Medical
Association’s "Guide to The Evaluation of Permanent
Impairment" the most important single factor in assessing
psychiatric disability is the issue of motivation.

Additional considerations having a direct bearing on i A k

whether an injured worker may benefit from psychiatric
intervention include the following;

1. Whether the individual has obtained an attorney.
2. The time elapsed since the original injury.

3. Whether there is objective evidence of a trauma (in
physical injuries).

4. Whether the individual continues to work after the
trauma.

5. How long the individual has been off work.

Conclusion: Whether a mentally Injured worker can be
returned to employability status depends not only upon the
worker's personal motivation but equality upon the
motivation of their attorney. If the attorney’s income is
dependent upon the size of the disability award, then the
interests of the attorney are obvious. Since the worker’s
attorney selects the treating and examining physicians,
those physicians’ sentiments will also be to find, establish
and treat pathology to its maximum. There is no distinction
made whatsoever between finding the individual unwilling
versus unable to work.

The most comprehensive and objective criteria in existence
for occupational disability is the Social Security
Administration guidelines for evaluating psychiatric
impairment. (SSA booklet No. 05-10089).

Unfortunately, California has only adopted a partial
version of these guidelines. The various categories to be
assessed include:

Ability to comprehend and follow instructions.

Ability to perform simple and repetitive tasks.
Ability to maintain a work pace appropriate to a given
workload.

Ability to perform complex or varied tasks.

Ability to relate to other people beyond giving and
receiving instructions.

Ability to influence people.

Ability to make generalizations, evaluations or derisions
without immediate supervision.

Ability to accept and carry out responsibility for direction,

control and planning. o .
Only by the use of meaningful and objective ctiterta for

psychiatric impairment will there be a fairer settlement of
psychiatric disability claims.

Steven Babitsky (Esq.) Editor, Falmouth, Mass.
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Section 1.

Section 2.

LEGISLATIVE INTENT
Page 1, Line 9

This intent language is meant to give a clear

message to the courts that they are not to construe
workers®™ compensation laws in favor of any party but
to be fair and to decide cases upon their merit and
always within the confines of the written statute.

It is also intended that the Board possess the

weight of fact-finding authority and that its
decision is conclusive unless the court finds that a
reasonable person could not have reached the conclu—

sion made by the board.

Further, it 1is the legislature®s intent to address
the Alaska Pacific Assurance Co. v. Brown. 687 P.2d
264 (Alaska 1984), decision and constitutionality of
the cost of [living between claimants receiving

benefits in Alaska and living elsewhere.

It is also the Legislature®™s intent to encourage
employers to 1improve safety practices in the work—
place and to use improved safety practices to reduce

work related iInjuries.

SAFETY PROGRAM REFUNDS
Page 2, Line 7

This section encourages workplace safety by mandat—
ing a 10% premium rebate for employers in an assign—
ed risk pool and a 5% premium rebate for employers
not in an assigned risk pool if they have a safety
program that meets the standards established under

the occupational safety code and have had no OSHA



STATE OF ALASKA bill version: hcs scs SB322(L&C)

1988 LEGISLATIVE SESSION publish date :

FISCALNOTE
REQUEST;

Revision Date: Agency Affected: Labor
Title: "An Act relating to Worker's BRU: Worker's Compensation
Compensation

Sponsor. Senate Labor & Commerce Componernts:
Requestor:  House Labor & Commerce Worker's Compensation

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY a1 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 1240 49.7 497 49.7
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 1240 49.7 497 497

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND (74.3) (74.3) (74.3)

FEDERAL FUNDS

OTHER * 1240 1240 1240 1240

TOTAL 0.0 1240 49.7 497 497
* Second Injury Fund

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach aseparate pege if necessary)

(See Attached)

Prepared cque McClintock Phone: 465-2790
Division orker's Compensatio Date: 3/16/88
Approveaby Commissioner Jim SampsonJ™.. Date: 3/16/88
Agency:. Department of Labor
Distribution (by preparer) :

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) page 1

of

FY &3

49.7

49.7

(74.3)

1240
49.7



Analysis of Fiscal Note
For HCS SCS SB 322(L&C)

This bill would require the Department of Labor to keep track of certain
Workers' Compensation information it is not currently tracking, and would
also require an annual cost of living survey of the 50 states and 10 foreign
countries. Details of these two additional costs are as follows:

oobdtitione !l Iatorvetion Teqguirenents

As a result of this bill, additional detail on information items for each
workers' compensation claim would have to be reported by employers/ insurers
on a by claim and annual basis. This additional information would be input
into our.. computer database which would require a change in the computer
programs associated with that system. Estimated costs are $57,500 to modify
the programs, and an additional $13,000 in CPU time to test and verify the
r%wodmcations. The total one-time data processing cost would therefore be
70,500,

Loobrnwel Costoof Living cSurvey

An annual cost of living survey would be required to adjust the compensation
to those workers compensation recipients who move from Alaska.  We estimate
that 250 locations (an average of 5 per state) would have to be surveyed
each year. In addition, we estimate that 10 foreign locations would have to
be surveyed each year at an approximate cost of $350 per site. At $200 per
site, the total cost the first year would be $53,500. The cost of the
survey in future years would decrease slightly to an estimated $49,700 a

year,

bssurptinny:
1. An effective date of July 1, 1988.

2. Per the bill, Second Injury Funds will now be wutilized to pay the
administrative costs associated with the Second Injury program. The savings
to the existing general funds in the Worker's Compensation BRU will then be
available to fund the costs of this bill.



() HOUSE COMMITTEE REPORT

Date referred: 2/26/88 FURTHER REFERRALS: Judiciary
DATE = m
The Labor & Commerce Committee has considered CSSB 322 (L&C)

"An Act relating to workers® compensation; and providing for an effective
date."

RECOMMENDS. -
[R] replace with ~dS C.3 [x] the same title
[ ] attached amendment(s) [ 1 anew title
do pass
do not pass
X ] no recommendation
individual recommendations
additional referral to the Committee
ADOPTS: [ ] letter of intcnt
TTACHES NEW FISCAL noTe(s):
[X 3 fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published
[ 1 =zero with analysis [ 1 same as previous zero fisca]

note published
SIGNING DO PASS; SIGNING OTHER RECOMMENDATIONS:




HOUSE LABOR AND COMMERCE COMMITTEETE

ALASKA STATE LEGISLATURE P.O. BOXY, JUNEAU 99811
Chairman - Representative Dave Donley @) 46-332

March 15, 1988
MEMORANDUM
To: Lambers, House Labor and Commerce Committee

From: Representative Davi Donley, Chair
House Labor and Commerce Committee

Re: Proposed HCS for CS SB 322 (L&C)

Following is a brief synopsis of the changes proposed in the House Labor
and Commerce Committee Substitute for SB 322 - relating to workers®
compensation. The changes include:

1. A mandated rate decrease for workers®" compensation premiums of no
less than 6%, effective July 1, 1988 through January 1, 1990. (Page
33, line 7, Section 44)

2. Additional intent language under section 1 (Page 2, line 4,
paragraph (d)) regarding workplace safety with two new sections
(Page 2, beginning on line 7) mandating a 10% rebate for employers
in an assigned risk pool and a Flbrebate for employers net in an
assigned risk pool if they have a safety program that meets the
standards established under the occupational safety code and have
had no OSHA violations subject to fines during the period covered
by the annual premium.

3. Raising the mandatory fine for failure to carry workers”®
compensation insurance from $1,000 to $10,000." (Page 13, line 22)

4. Amend language governing contents of insurers annual report to the
Division of Workers®™ Compensation to include the number of claims
filed and the percent of claims controverted during the year for
which the annual report was submitted. (Page 22, line 16)

Include language to require the Board to notify the Division of
Insurance when they determine that a carrier®s controversions are
frivolous or unfairly deny employees benefits that are due them.
Upon receipt of a notice from the Board, the Division of Insurance
will 1initiate an investigation of the carrier for violation of the
unfair c”ims settlement act. (Page 23, line 15, paragraph (0))

5. Amend language governing the contents of the annual report to break
out the costs of legal fees to reflect the fees paid to both the
plaintiff and defense attorney, including all other costs
associated with litigation. (Page 22, line 17)

6. Amend Section 11 (AS 23.30.095(a) to provide that an employers
choice of physician for an IME is limited to no more than one



change in choice, as is an employees right of choice under the
proposed legislation. (Page 16, line 6)

Amend Section 41 (effective date) so that this act applies to any
"stress" injury that occurred on or after the date of adoption of
this bill by the Legislature. (Page 33, line 21, Section 47)

I iclude language requiring that an IME must be in the same vaosa.cvovA jj
speciality as the treating physician unless the Board agreesAon a
case by case basis, to authorize an IME by a physician who is not
within the same speciality of the employees physician. (Page 18,

line 2)

Amend Section 21 (AS 23.30.155(c) (Page 19, line 3) to provide tnat
penalties assessed under this subsection (penalties for failing to

file notification of changes in payment of benefits on time) shall

be increased to (20) 25 percent.

PROPOSED AMENDMENT - The attached amendment would increase the
penalty for late payment of compensation under AS 23.30.155(e) from
(20) to 25%, to make this subsection consistent with other proposed
changes in AS 23.30.155.

Include new language amending AS 23.30.155 (f) (governing penalties
for unfair denial of claims) to increase penalties from (20
percent), under current law, to 25" percent. (Page 22, line 7).

Amend Section 29 (AS 23.30.190(b) to change "may" to "shall"™ on
page 27, line 29.

Include a new section requiring that benefits paidto recipients
residing in Alaska be paid by checks drawn onAlaska banks or other
method of payment that is accepted as irmiediately redeemable by a
bank in this state. ( Page 23, paragraph (p))

Amend AS 23.30.041(k) (Page 9, line 14) to read: (k) "Benefits
related to the reemployment plan may not extend past two years from
date of plan approval or acceptance at which time the

benefits . (Page 10, line 3)

Amend Section 13 (AS 23.30.095(e) to reinstate the deleted language
and to add new language so that it reads: "AUTHORIZED TO PRACTICE
MEDICINE UNDER THE LAWS OF THE jurisdiction in which the physician
resides (STATE IN WHICH THE EMPLOYEE MAY BE FOUND)". (Page 16, line

7]

Add a new section to repeal and reenact AS 23.30.110(C) 1in response
to public testimony that there has been a significant increase in
the amount of time between filing a case and obtaining a formal
hearing before the Board. (Page 19, line 2, paragraph (c))

Include a "grandfather"™ clause (Page 33, Section 45) to authorize
current rehab specialists who do not have the credentials required
under the bill to be able to practice for one year after adoption



of this act at which time they have to have gained the required
credentials or are barred from practicing independently as a rehab
specialist.



Alaska State S knaie

SENATOR TIM KELLY MEMBERS
SENATOR HEtT.ErAung lit'/.!.

ANCHORAGE.EAGLE RIVER
CHAIRMAN

EAUIRANKS
NATOR DICK ELIASON

SITKA L abor and C ommerce C ommittee
VICE CHAIRMAN

SENATOR RiCK U=UL"
ANCHORAGE"®

SENATOR MIKE Sr . VANSKI
ANCHORAGE

LETTER OF INTENT FOR CS8B 322 (L&C)

With an actuarial analysis concluding that this bill will
provide a two percent savings in hard costs and an

unquantifiable amount of soft dollar savings, it is the intent
of the Alaska state Senate that, upon passage of this bill,

the Division of Insurance request a new rate filing reflecting
a reduction in workers®™ compensation premiums.

PO BOX V.JUNEAU. AK 99811 1907) 465-3822 . PO. BOX 210001. ANCHORAGE. AK 99521 190*1 278 1274



29

32, 34,
41

33

36

37,39

14) The weekly maximum rate is decreased from
$1,094 co $700, and the minimum Is increased
from $110 to $154.

15) Employees residing outside AK during
recuperation will received reduced benefits
in most eases based on cost—ef-viiig
comparisons.

16) EEs cannot collect TID or TPD
benefits past medical stability or longer
than two years, whichever comes first.

17) Permanent impairment will bo rated in
a comprehensive system for all parts of the
body in relation to the whole man. Benefits
paid for impairment are weighted toward
the more sorviously impaired.

IB) Most EEs will receive compensation
Kjcpr) on a forml!?, instead of being
computed on a case-by-ca3e basis.

19) ER contributions into vested pension
plans will be included in determining
the comp rate and will be deducted in
the same amount if the EE draws pension

bensions In the disability period.

9A) FR« ubn A<«rvimin«rp in briuino bn—
cause an EE filed a WC claim ney be
held civilly liable.

14) Less than 3% of EEs (the still
generously compensated ones) will
receive less compensation, but about
13% of EEs (the ones barely making

it) wilL receive a little more compen
sation. An overall slight cost
increase is expected.

15) Since 30% of EEs move outside
AK after injury, a cost reduction

Is expected.

16) Reduced compensation costs.

17) Significantly reduced litigation,
more successful rehab, more benefits
going to those who need it more

and fewer benefits goind to those
who need Isssj Prompter HW
expected with resultant reduction

in TTD and TPd costs but increase

in PPD costs.

IB) Significant reduction in liti-
grimrtril prnbobly falror
rates in most cases because past
performance is usually a better
predictor of future performance
than speculation.

19) Increased costs.

honeHi’c

?n) FRc 1ikr>1v rn

discriminate

w<11 bp Ipcec

TCT-L F.O03



MEMBERS
SENATOR BETTYE FAHRENKAMP
FAIRBANKS

SENATOR TIM KELLY
ANCHORAGE/EAGLE RIVER
CHAIRMAN

SENATOR DICK ELIASON SENATOR RICK UEHLING
SITKA L ahor am)C ommerce C ommittee ANCHORAGE

VICE CHAIRMAN
SENATOR MIKE SZYMANSKI
ANCHORAGE

DIFFERENCES IN CSSB 322 FROM ORIGINAL

Page 1 Line 11; after "efficient," insert "fair,".

Page 1 Line 207 after "conclusive", insert "unlessthecourt
finds that a reasonable person could not have reached the

conclusion made by the board.
Page 2 Line 5? change "may" to "shall"? delete "identical".
Page 2 Line 8; change "may" to "shall".

Page 2 Line 22? delete "shall immediately”, insert "may".

Page 3 Line 3; a new section5 is inserted requiring insurers
notify the department of all policies naming Alaska in their all
stateS coverage section.

Page 3 Line 8? a new section 6 is ins
il R

Page 4 Line 15? a new section 8 is inserted aIIowin% the second

injury fund to be used for administrative expenses of this

section.

Page 4 “ 12; Sec. 9 Rehabilitation - has been rewritten in a new
format with only a few substantive changes;

Page 5 L9 -11; a phrase is inserted to further clarify
thé administrator's report.

tpc? Ig(l) -.5? sentence from P8 L5-9 inserted? 60 increased

P6 L6? after "rotating" insert "and geographic".
P7 LI? after "held" insert "or received training for".

P7 L9 - 10?7 a phrase is inserted to provide a floor
Is this section of the minimum wage.

ed to require that

ert )
that notice of this clause
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P7 L15 & 16; after "demands" insert "required of the
employee at the time of the previous injury; or".

P7 L17 & 18; insert "(3) at the time of medical stability

no permanent impairment is identified or expected.
P8 L4; after "(1)", insert "a determination of".

P8 L6 - 8; a new paraPra h 2 is. inserted to require an
inventory of the employee's abilities.

P8 L16? after "the", insert "estimated".

P8 L18; a new para%ra h 8 is inserted to require a detailed
description and schedule of the plan.

P8 L19 - 22: a new paragraph 9 is inserted to require
findings n the plaﬁ. Jrap |

P10 LII? after "means" insert "unreasonable”.
P10 L13; delete "average", insert "passing".

P10 L23 - PIl L4; new paragraph inserted to provide for an
appeal process in the determination of noncooperation.

PIl L6 & 7; definition of administrator is inserted.

PIl L10? "or disease" is deleted from the end of the
phrase.

Pl L28 & 29; after "specialist," insert "a certified
rehabilitation counselor".

Page 14 Line 13; after "commencement", insert "of the course".
Page 14 Line 29?7 delete "30", insert "60".

Page 15 Line 3 & 4; after "board.", insert "Unless medically
necessary, the physician shall use existing diagnostic data to
complete’the examination.”

Page 16 Lines 2 - 4; a sentence is inserted to clarify that the
employee will not have to pay for services.

Page 16 |_ine 13? after "stability," insert "the ability to enter
a fe-employment plan,".

Page 16 Lines 27 - 28; after "fraud" insert "or gross
Incompetence”.

Page 17 Lines 23 - 247 delete language after "conclusive", insert
"unless the court specifically finds“that a reasonable person
could not have reached the conclusion made by the board™.



Page 18 Line 10?7 delete "employer".insert "insurer or adjuster".
Page 18 Line 23; delete "employer fails to notify the".

Page 18 Line.23;after "employee" insert "are not notified".
Page 18 Line 25; delete "employer" insert "insurer or adjuster”.
Page 18 Line 27; delete "employer failed to give".

Page 18 Line 27; before "." insert "was not given".

Page 19 Line 1-4; a new sentence is included regarding
penalties.

Page 19 Line 24; delete "employer”, insert “insurer or
adjuster”.

Page 20 Lines 2,4,7,9,12 & 15; delete "employer" insert
insurer or adjuster™.

Page 20 Lines 3,4,6,9 & 11; insert "during the preceding year",

Page 20 Lrnes 17- 20’) |nsert " If the annual report is not filed
y Marc eac ear msurer or adjuster shall pay. a
civil natg for the first a}/ the annual report IS
late, and $10 for each additional day the report is late.

Page 20 Line 22 & 23; .insert a new section stating that for
self-insureds the notification and penalty sections don't apply.

Page 20 Line 267 delete "for a recipient residing in the state".

Page 21 Line 3 - 7 insert "If the employer can verify that the
employees sp en dable weekly wages are less than $154," the
emp o er may a {ustt weekly rate .of compensation to the
emg oyees Weeky spendable wages without an order of the

Pge 21 Line 19 after "living" insert "index" delete "locality"
ert "area’

age 21 Line 20: delete language after "living", insert "index
rPngthizs State". Juag J

Pa e 21 Line 24: delete "average" insert "gross"? delete "wage"
ert "earnings".

Page 22 Line 4: delete "the", insert this"; delete "other
localities" insert "the other areas”

Page 22 Lines 10 - 14; a new sentence is |nser d to prevent a
person from |mproperly receiving both PPD and P



Page 22 Line 22?7 after "state" insert "of residence; and"
Page 22 Line 23; insert a new line, "(4) the state of Alaska."

Page 23 Line 21? a new schedule of adjustment factors is used to
smooth out the curve.

Page 24 Line 27; delete "and use a supplemental”, insert "a
supplementary recognized".

K§9§3?§o.'0i?f"18; delete "unless otherwise provided under

' L " ' 2 24 of
tPﬁpse /§8ct|j'”.]e 10; insert "Except for sections 7, 21, 23 and 0



WORKERS" COMPENSATION LABOR-MANAGEMENT TASK FORCE

Synopsis of proposed legislative changes
To Chapter 30 of "Title 23, .
Alaska Statutes (Workers' Compensation)

BACKGROUND: In October 1986, the Department of Workers' Compensation
Insurance announced their approval to allow an average increase in
workers' compensation premium rates of 14.1%. In November of this
year, the Department of Workers' Compensation again announced their
intent to approve an average increase in premium rates of 25%. e
actual increases requested” by insurers was in excess of 33% in 1986
and 50% in 1987. Within a two year period, the average cost of
workers' compensation insurance” within the State of Alaska increased
over 42.6%. At the same time, claims increased from $/5 million to
in excess of $150 million. The increases in claims and premium costs
are even greater if consideration is qn_/en to the declining wage base
within thé State of Alaska. The resulting increases in workers
comﬂensatmn premiums paid by the employer are a significant factor
In the cost of labor in the State and make Alaska's” labor force less
competitive. Both labor and management have recognized that high
workers' compensation costs are detrimental to Aldska business ‘and
Alaska labor and needed to be significantly reduced.

TASK FORCE ORGANIZATION: The Workers' Compensation Labor-Management
Task Force (Task Force) was first organized in 1981 to address
erceived inequities in the Alaska Workers' Compensation Statutes and
0 propose legislation aimed at correctm? those inequities without
mcreasmq the cost to the employer. Following passage of their
proposed e%|slat|_ve changes to the Statute, the Task™Force became
inactive. Following the Department of Workers' Compensation
Insurance rate incréase announcement in October 1986, the Task Force
was reactivated with the purpose of reducing rates paid b¥ employers
through legislative changes to the Statute.” The current Task_Foice
is comprised of five management and five labor negotiators. The five
members of the management “team are:

Mary Pierce Co-Chair and management member of the
Workers' Compensation Board _
Executive Director, Medical Indemnity
Corporation of Alaska

Richard Cattanach® Vice President Finance
Unit Company

David Gottstein Vice President
Carr-Gottstein, Inc.

Ralph Lewis Vice President

Ketchikan Pulp & Paper

Stephen Rehnberg,CMA  Vice President Finance
Tanadgusix Corporation

* Member of 1981 Task Force



Benefits (cont.)

2. Increase the permanent partial disability benefit for the
more severly injured worker.

3. Broaden the market for _employee's services to reduce claims
for Permanent Total Disability (PTD) due to lack of employment
opportunities.

4. Limit Temporary Total Disability (TTD) payments to two
years.

_ b. Limit Temporary Partial Disabijlity (TPD) payments to such
t|{neb _a}st th< injured worker is deemed to have reached medical
stability.

Other. Other Ie?islative changes to the current Workers'
Compensation Statute proposed by the Task Force include:

1. Provide intent language within the Statute to the effect:

It is the specific intent of the legislature
that workers' compensation cases be decided
on thejr merits and that the common law of
liberal construction .., will not apply in
such cases. ...the legislature herehy
declares that the workers' compensation laws
are not remedial in any sense and are not to
be given broad liberal construction in favor
of the claimant or employee on the one hand,
nor are the rights ana interests of the
employer to be favored over those of the
employee on the other hand.

_ 2. Bar an employee from making a workers' compensation claim
if the employee knowingly and willfully made false representations as
to his physical condition, such representations were material to the
hiring, and there is a causal connection between the false
representations and the injury.

3. Prevent the employge from seeking redress under a tort
laim anmst the employer if the employee’s claim is barred under AS

C
73.30.020 (b).
4

. Require claimants to prove mental injury resulted from work
related stress and that such stress was extraordinary and unusual.

5. Require the last emplo(){er to pay benefits if a claim is
controverted solely on the grounds that another employer may be
ilable until such time as final liability is determinéd.

6. . Prohibit employer discrimination in the hiring, promotion
or retention of an employee who has in good faith filed a claim or
received workers' compensation benefits.



Medical. Task Force proposed changes to the Statute are:

1. Subject medical payments to the usual, customary and
reasonable criteria of major” medical plans.

_ 2. Allow injured worker to change treating physician only once
without the written consent of the employer. (Eliminate doctor

shopping).

3. Limit treatment plans of a continuing or similar in nature
to no more than 20 visitswithin 60 days.

4. Allow for a Board,appointed Independent Medical Examiner
(IME) whose .opinion shall, in the absence of clear and convincing
objective evidence to the contrary, be presumed to be correct.

. 5. Bar claims for civil damages against an IME resulting from
their opinion except in the event of fratd.

Compensatjon. The Task Force rﬁ)ro )osed the following legislative
changes with regards to compensation:

1. Change the maximum weekli/ benefit from 200% of the _State
average weekly wage, currently $1,100, to a set maximum of $700.

.. 2. Change the minimum weekly benefit from $110 to $154 if the
injured worker“submits wage documénts. If no wage documents are
submitted, the minimum benefit is $110.

3. 'i"iw an employees vested pension contributions to be
considered de:.ermining weekly wage benefit.

4. a2~ employers to offset compensation benefits for pension
benefits paid to injured workers'.

5. Limit Board determination of an injured worker's r(%ross
weekly earnings to only those cases where the employee (1) had no
earnmgs during the two calendar years preceding the injury, (2) was
voluntarily abSent from the labor market for 18 months preceding the
Injury or (3) was a minor, an apprentice or a trainee in a formal
training program.

6.  Adjust weekly compensation benefits for differences in the
cost of living for claimants residing outside the State of Alaska.

Benefits. The Task Forces recommendations for changes in benefits
paid or available under workers' compensation are:

_ 1, Schedule all injuries and determine the degree of
disability based upon the "whole man" concept as provided in the
American ‘Medical Association guidelines.



The five labor members of the Task Force are:
Robert Anders Co-Chair and labor member of the
Workers' Compensation Board
Business Agent, Operating Engineers
Kevin Dougherty* AFL-CIO

Ralph Mingo Safety Engineer
P J Teamgters gLocal 959

Joseph Thomas Business Agent
Laborers Union

Kenneth Weist Business Agent
Roofers

PROPOSED LEGISLATIVE CHANGES: The proposed legislative changes
submitted by the Task Force can be divided into five categories:

* Vocational Rehabilitation Services

* Medical

*Compensation

* Benefits

¥ Other
Vocational Rehabilitation Services. Task Force proposed changes to
vocational rehabilitation services are as follows:

1. Change from a mandatory to a voluntary program

2. Limit the program to those injured workers whose injury
prevents them from performing the duties of their profession.

3. Limit vocational rehabilitation programs to two years.
4. Cap rehabilitation pian costs to a maxium of $10,000.

5., Pay TPD/PPD payments at the TID rate until plan completion
or termination. Remainder, if any, paid in lump sum.

.. 6. Change purpose of rehabilitation services to make an
injured worker employable versus employed.

* Member of 1981 Task Force



HOUSE CS FOR CS FOR SENATE BILL NO. 322 (L&C)

SECTIONAL ANALYSIS
APRIL 6, 1988

House Judiciary Committee



Section 1.

Section 2.

Section 3.

This intent language is meant to give a clear
message to the courts that they are not to construe
workers' compensation laws in favor of any party but
to be fair and to decide cases upon their merit and
always within the confines of the written statute.
It is also intended that the Board possess the
weight of fact-finding auth ,j.ity and that its
decision is conclusive unless the court finds that a
reasonable person could not have reached the conclu-
sion made by the board.

Further, it is the legislature's intent to address
the Alaska Pacific Assurance Co. v. Brown, 687 P.2d
264 (Alaska 1984), decision and constitutionality of
the cost of living between claimants receiving
benefits in Alaska and living elsewhere.

It is also the Legislature's intent to encourage
employers to improve safety practices in the work-
place and to use improved safety practices to reduce
work related injuries.

This section encourages workplace safety by mandat-
ing a 10% premium rebate for employers in an assign-
ed risk pool and a 5% premium rebate for employers
not in an assigned risk -pool if they have a safety
program that meets the standards established under
the occupational safety code and have had no OSHA
violations subject to fines during the period
covered by the annual premium.

This section creates departmental authority to
establish and maintain a board roster of rehabilita-
tion specialists and physicians consistent with the



Section 3.

Section 4.

Section 5.

violations subject to fines during the period
covered by the annual premium,

BOARD ROSTERS
Page 2, Line 23

This section creates departmental authority to
establish and maintain a board roster of rehabilita-
tion specialists and physicians consistent with the
repeal and reenactment of AS 23.30.041 in section 10
and enactment of AS 23.30.095(k) in section 18.

DEPARTMENT REGULATIONS/COURT DECISIONS
Page 3, Line 9

This section mandates the department to adopt new
regulations if an existing regulation is held
invalid by the supreme court. The intent of this
section is to assure that any new regulation adopted
under this section have retroactive as well as
prospective application so that everyone is treated
equally.

DENIAL OF BENEFITS/EMPLOYEE FALSE REPRESENTATION
Page 3, Line 14

This section enacts a new provision that denies
benefits to an employee who knowingly makes a false
statement about his/her physical condition on an
employment application or preemployment question-
naire if reliance on the false representation was a
substantial factor in the hiring and there was a
causal connection between the false representation
and the employee's injury. Its purpose is to codify
the result in the following board decision and



Section 6.

Section 7.

Section 8.

order: Robinett v. Ensearch Alaska Construction.
AWCB No. 870210 (September 4, 1987).

ALL STATES RIDER NOTIFICATION
Page 3, Line 22

This section requires that an insurer who extends
workers' compensation insurance coverage to an
out-of-state employer under another state's coverage
policy must provide notice to the Department of
Labor.  This section addresses the problem of
out-of-state employers using out-of-state insurance
rates to obtain contracts at lower bid prices than
Alaska employers. This will allow the department to
investigate employers using other state's coverage
policies to assure that all employers doing business
in Alaska are paying Alaska premium rates.

SEMI-ANNUAL PAYMENTS
Page 3, Line 27

This section allows an employer to pay an insurance
premium on a semi-annual basis if the annual policy
is $2,000 or more.

SECOND INJURY FUND PAYMENTS
Page 4, Line 3

This section changes the method and time period the
employer must contribute to the second injury fund.
Currently, the employer/insurer pays into the fund
on the anniversary date of each employee's injury or
on termination of each claim, whichever is sooner.
This change will allow the employer/insurer to issue
one check on all claims annually at the time the



Section 9.

Section 10.

annual report is filed under AS 23.30.155(m),
i*' .cead of issuing hundreds of checks throughout the
year. This will not only save time and expense for
employers/insurers but save administrative costs as
well.

SECOND INJURY FUND EXPENSES
Page 5, Line 5

This section provides that expenses incurred in the
administration of the second injury fund be paid
from the fund itself instead of from the general
fund of the state. This approach returns to the
pre-1981 method of paying the fund's administrative
expenses. The financial condition of the fund has
improved considerably because of the funding formula
enacted in 1981, and the second injury fund can now
bear the costs of its administration without jeop-
ardizing the integrity of the fund.

VOCATIONAL REHABILITATION
Page 5, Line 9

This section repeals prior law and reenacts a
fundamentally changed workers' compensation reha-
bilitation system. The most significant changes are
these:

1) Under this section the system is no longer
mandatory. Thus, an employee who is eligible for
rehabilitation benefits may elect whether or not to
receive them. If he/she opts for rehabilitation,
the employer is obliged to provide rehabilitation
benefits. The intent of this change is to reduce
the use of rehabilitation as a tool for litigation



and encouraging the use of rehabilitation services
for people most likely to benefit and who truly
desire and need them.

2) Under this section an employee who opts for
rehabilitation may, in the first instance, select
the rehabilitation specialist who will help the
employee develop and implement a reemployment plan.
The purpose of this change is to encourage employees
to cooperate fully in their own rehabilitation and
to minimize disputes that result under the present
system because employees often distrust specialists
chosen by the employer. On the other hand, to
prevent selection of unqualified or biased special-
ists, the rehabilitation administrator, who is an
employee of the Division of Workers' Compensation,
may select the specialist from a list of qualified
specialists if the employer objects to the
employee's selection

3) This section shortens the time lines for each
step in the rehabilitation process. An eligibility
evaluation for rehabilitation must be made within 90
days after the employee's notice of injury. The
purpose of this change is to encourage early
rehabilitation intervention.

4) This section redefines an employee's eligibility
for rehabilitation benefits as the inability to
return to the job held at time of injury or

other jobs held or trained for within 10 years
prior to injury or following injury.

The employee is not eligible for rehabilitation
benefits if the employer offers a job with



minimum wages or 60 percent of prior injury
wages, whichever is greater. Eligibility is
also denied if the employee was rehabilitated
following a prior injury and returned to work in
a job that required the same physical demands as
the pre-injury job.

5) This section provides for the following benefits
during the evaluation and rehabilitation

process: temporary benefits (TTD) during the

healing period, permanent partial disability

(PPD) benefits after medical stability, and if

PPD benefits end before rehabilitation is

completed, a wage at 60 percent of spendable weekly
wages with a $525 cap. The current system provides
for the payment of temporary benefits during the
entire process.

6) This section establishes a two-year maximum for
rehabilitation services and a $10,000 maximum for
the costs of the plan. Under current law the
maximum time for most plans is 37 weeks with pro-
visions for 74 weeks of services in exceptional
cases and no dollar maximum for plan costs.

The rehabilitation costs will be paid for by the
employer on an expense incurred basis.

7) The employer may terminate the rehabilitation
plan if the employee is not cooperating with it.

8) This section also redefines "rehabilitation
specialist" as someone who is certified in the
field.



Section 11.

Section 12.

Section 13.

Section 14.

EXCLUSIVENESS OF LIABILITY
Page 13, Line 1

This section adds a provision that preserves the
exclusiveness of employer liability under workers'
compensation law even if an employee's claim is
barred under AS 23.30.020(b). See comments to
section 5.

PENALTY FOR EMPLOYER NONCOMPLIANCE
Page 13, Line 19

This section increases the penalty for an employer's
failure to insure and keep insured its liability for
workers' compensation from $1,000 to $10,000 and
makes the fine mandatory.

DOCTOR SHOPPING
Page 14, Line 6

This section adds language that clarifies where the
employee can seek medical treatment and limits the
employee to no more than one change in choice of
attending physician without the written consent of
the employer. It also requires the employee to give
prior notice of the change. Its purpose is to
prevent the abuse of frequent pnysician changes,
with its resultant costly overtreatment, by those
seeking opinions to support their claims.

TREATMENT PLAN
Page 15, Line 6

This section adds language invalidating a course of
medical care that requires continuing and multiple



Section 15.

Section 16.

Section 17.

treatment unless a written treatment plan is pre-
scribed and submitted to the employer by the attend-
ing physician.

Treatment is limited to 20 visits in the first 60
days and four visits per month after the first 60
days unless the attending physician documents the
need for excess services in the written treatment

EMPLOYER INDEPENDENT MEDICAL EXAM (IME)
Page 15, Line 28

This section clarifies that, at reasonable times
throughout disability, vhe employee must submit to
an examination by a physician or surgeon of the
employer's choice and establishes a presumption of
reasonableness. It also limits the employer to no
more than one change in choice of physicians without
the written consent of the employee. It is the
intent of sections 13 and 15 to afford equal rights
to the employee and employer in the selection and
change of their respective physicians.

MEDICAL FEES
Page 17, Line 7

This section adds languageestablishing a medical
fee standard, as determined by the board,but not to

exceed usual, customary andreasonable fees for the
treatment or services in the community in which it
is rendered. It also provides that an employee may
not be held responsible for the payment of a fee or
charge for medical treatment or service.

MEDICAL FEE REVIEW
Page 17, Line 16



Section 18.

Section 19.

This section is repealed and reenacted authorizing
the board to appoint or contract with a medical
services review committee to assist and advise on
the appropriateness, necessity and cost of medical
and related services.

BOARD IME
Page 17, Line 22

This section adds a new provision which grants the
board authority to establish a list of physicians
and select a physician from the list to conduct an
independent medical examination in the event of
medical disagreement between the employee's and the
employer's physicians. The employer will pay for
the examination. It also establishes a presumption
that the board's independent medical examiner's
opinion is correct and provides the examiner with
protection from damages for rendering an opinion or
giving testimony.

This section requires that the board's physician be
the same specialty as the -employee's treating
physician unless the board agrees unanimously on a
case by case basis to approve a different selection.

STATUTE OF LIMITATIONS
Page 18, Line 15

This section codifies the board's interpretation of
the meaning of compensation for statute of limita-
tion purposes under AS 23.30.105 and partially
complies with the Supreme Court's directive 14 years
ago in Williams v. Safeway Stores. 525 P.2d 1087,
1089 n.6 (Alaska 1974), that the legislature clarify



Section 20.

Section 21.

when compensation includes medical and other
benefits and when it means time loss benefits only.
For the purposes of filing a claim for additional
disability compensation, the board has consistently
concluded that when compensation payments have been
made without an award, the claim must be filed
within two years after the last payment of dis-
ability or death benefits and cannot be extended by
the payment of medical benefits only.

HEARINGS AND CONTINUANCES
Page 19, Line 2

This section addresses the delays being experienced
by the parties to the workers' compensation system
in getting disputed cases before the board and the
board's problems in timely docketing cases for
hearing. While budget and staff constraints set an
outside limit on the number of cases that can be
heard, the board's analysis of the current backlog
problem is that it is caused in large part because
of excessive continuances and the unpreparedness of
the parties in presenting their case to the board,
which results in the hearing record remaining open.

This amended section will require an affidavit be
filed stating that the party has completed all
necessary discovery obtained, all necessary evi-
dence, and is fully prepared for the hearing. Once
a hearing has been scheduled, a continuance will not
be granted, and after the hearing the board will
close the hearing record.

STRESS CLAIMS
Page 19, Line 27



Section 22.

Section 23.

Section 24.

This section shifts the burden of proof to the
employee for establishing a compensable claim for
mental injury resulting from work-related stress,
consistent with the amendment to AS 23.30.265(17)
found in section 40,

BOARD FINDINGS
Page 20, Line 2

This section codifies legislative intent in section
1 that findings of fact made by the board in its
orders are conclusive unless the court specifically
finds that a reasonable person could not have
reached the board's conclusion.

STATUTE OF LIMITATIONS
Page 20, Line 7

This section codifies the board's interpretation of
the meaning of compensation for statute of limita-
tions purposes under AS 23.30.130, which provides
that a request for modification of a compensation
award must be made within one year after the last
payment »f disability or death benefits. This is
consistent with the amendment to AS 23.30.105 found
in section 19,

REPORTING REQUIREMENTS
Page 20, Line 20

This section reflects changes consistent with the
repeal and reenactment of AS 2'.30.155(m) found in
section 27, concerning the reduction of reporting
penalties.



Section 25.

Section 26.

Section 27.

BENEFIT PAYMENTS DURING CONTROVERSION
Page 21, Line 16

This section provides protection for the injured
worker whose benefits are denied solely on the
grounds that another employer or insurer may be
liable for all or some of the benefits. This
section requires that the most recent employer or
insurer who is party to the claim and may be liable
must pay the injured worker temporary disability
benefits during the pendency of disputes over
liability between various employers and insurers.
This section also requires that when liabilj4 has
been determined, any reimbursement, including  Mer-
est and all attorney's costs and fees, must be paid
within 14 days.

This amendment addresses the problems in Alaska's
"last injurious exposure rule” by discouraging
needless or frivolous litigation through assessment
of costs and interest of successful employers
against the ultimately liable employers. It also
puts an end to the delays in paying benefits to
injured workers who under the current system must
often wait mor.chs or years with no benefits while
two or more employers/insurers fight over liability.

LATE PAYMENT PENALTY
Page 22, Line 5

This section increases the employer's penalty from
20% to 25% for late payment of compensation to an
employee.

REPORTING REQUIREMENTS



Section 28.

Page 22, Line 13

This section repeals and reenacts employer/insurer
reporting provisions requiring that an annual,
instead of an anniversary, report be filed with the
board by March 1 of each year showing the total
amount of all compensation by type, medical and
related benefits, vocational rehabilitation ex-
penses, legal fees, and penalties paid on all claims
during the preceding calendar year. Currently, data
is collected on a per claim basis through interim
and claim anniversary reports. However, there is no
data collected showing what employers/insurers have
paid for claims on an annual basis, making it
impossible to meaningfully analyze insurance rates
or to make effective changes in the workers'
compensation system.

Also, ;t is the purpose of this section to encourage
compliance with the reporting system by assessing
full penalties ageiinst employers/insurers  who
repeatedly fail to comply with reporting require-
ments, but forgiving the occasional reporting
oversight for insurers showing substantial compli-
ance. Additional civil penalties are included for
those insurers who fail to comply with the annual
report requirement.

SELF-INSUREDS, UNFAIR CLAIM SETTLEMENTS,
BANK REQUIREMENTS FOR BENEFIT PAYMENTS
Page 23, Line 13

This section clarifies that if the employer s
self-insured, the requirements of AS 23.30.155(c)
and (m) in sections 24 and 27 apply to the employer.



Section 29.

This section also requires the board to notify the
division of insurance if it is determined that an
insurer has frivolously or unfairly controverted an
employee's compensation. The division of insurance
Is then required to make a determination if the
insurer has committed an unfair claim settlement
practice under AS 21.36.125.

The section further requires that benefits paid to
recipients residing in Alaska be paid by checks or
other negotiable instruments drawn on Alaska banks
or by certified check.

RATES OF WEEKLY COMPENSATION
Page 23, Line 26

This section repeals and reenacts the minimum and
maximum rates of compensation to be paid an Alaska
injured worker. It decreases the maximum weekly
compensation rate from 200% of the state's average
weekly wage, which for 1988 is $547 equalling a
weekly compensation rate of ~1094, to an absolute
maximum of $700 per week. It increases the minimum
weekly compensation rate from $110 to $154 per week,
except in those cases where the employee does not
provide documentary proof of past wages or the
employee's spendable weekly wages are less than $154
per week. The minimum of $154 approximates the
Alaska minimum wage. The purpose of this section is
to redistribute workers' compensation dollars to
provide a more livable compensation rate for Ilow
wage earners without unduly increasing employer
costs. It is further the purpose of this section to
override the Alaska Supreme Court's holding in Peck
v. Alaska Aeronautical Inc.. Op. No. 3240 (October



=)

Section 30.

30, 1987), Dby providing for a fixed maximum
compensation rate which can be predicted.

This section also reenacts the provision that Alaska
rates of compensation shall be adjusted for those
employees who leave the state, except for medical or
rehabilitation services not available in Alaska, by
the ratio of the cost of living in the locality the
employee resides to that of Alaska. It also pro-
vides that the board, by regulation, shall determine
and annually update living costs for the state and
other localities. A similar law providing for the
adjustment of the Alaska compensation rate by ratios
of states7 average weekly wages to those of Alaska
was struck down as unconstitutional in Alaska
Pacific Assurance Co. v. Brown. 687 P.2d 264, 271
(Alaska 1984). However, the court suggested that an
adjustment based on actual cost of living may pass
constitutional muster,

PERMANENT TOTAL DISABILITY
Page 25, Line 9

This section provides that if an employee is paid a
permanent partial disability award and it is subse-
quently determined that the employee is permanently
totally disabled, the permanent total disability
benefits must be reduced by the permanent partial
disability —award, adjusted for inflation, as
determined by the board.

This section also establishes a labor market for an
injured worker7s services that must be considered
when determining whether the worker is nermanently
totally disabled. This section clarifies that not



Section 31.

Section 32.

only the worker's area of residence, which may have
little or no employment opportunities, but the area
of last employment or the state will be considered
as a labor market for his/her services. The purpose
of this section is to make it clear that an employee
not be classified as permanently totally disabled
because he chooses to live in a small or isolated
community with fewer employment opportunities.

PERMANENT TOTAL DISABILITY
Page 25, Line 27

This section clarifies that failure to satisfy the
remunerative employability definition as defined in
AS 23.30.041(p)(2) does not mean that an employee is
automatically permanently totally disabled.

Note: This section needs a technical amendment as
the present cite is incorrect. It now reads "AS
23.30.041(m)(7)" and should read "AS
23.31.041(p)(2)."

TEMPORARY TOTAL DISABILITY (TTD)
Page 26, Line 2

This section imposes a cap on temporary total
disability by payment of benefits only up to the
time of medical stability, as defined in AS 23.30
.265(34) found in section 41, but in no case longer
than two years from the dace of disability. This is
consistent with the concept that temporary total
disability be paid during the healing period.
Following medical stability, the worker is paid
permanent partial impairment benefits as reflected
in section 33.



Section 33.

PERMANENT PARTIAL DISABILITY (PPD)
Page 26, Line 11

This section repeals prior law and reenacts a
totally new concept in permanent partial disabil-
ities. All payments tor permanent partial impair-
ment will be based on a whole person concept in
accordance with « > American Medical Guides to
Evaluation of Pe nent Impairment Compensation.
Under the Guides the impairment of any body part is
computed as to how it affects total body
functioning. Compensation IS computed by
multiplying the employee's actual degree of
impairment by the appropriate adjustment factor hy
the maximum compensation rate of $240,000, but no
permanent partial impairment payment may be less
than $250. The section also provides that an
impairment rating be reduced by a pre-existing
permanent impairment; however, the prior rating will
not negate a finding of permanent total disability.

Currert law provides maximum schedules for fourteen
various body parts, ranging from $2,800 to $59,000,
plus a maximum unscheduled benefit of $60,000 based
on loss of earning capacity for back and neck
injuries. This section represents a redistribution
of benefits to those workers who have more signifi-
cant injuries and disabilities from those with
lesser impairments,

Note; This section does not work in practice as the
Labor-Management Task Force intended. PPD payments
at the lower impairments are considerably lower than
under present law. See the payment chart in the
backup file under "Task Force."



Section 34.

Section 35.

Section 36.

TEMPORARY PARTIAL DISABILITY (TPD)
Page 28, Lines 12

This section provides for payment of temporary
partial disability benefits only up to the time of
medical stability, consistent with the amendment to
AS 23.30.185 found in section 32. It also reduces
the maximum period for paying temporary partial
disability benefits from five to two years.

TEMPORARY PARTIAL DISABILITY
Page 28, Line 22

This section reenacts language necessary to deter-
mine an employee's wage-earning capacity for pur-
poses of tempora:y partial disability. This lan-
guage, which was previously found in AS 23.30.210
and is now repealed in section 42, pertains only to
the payment of temporary partial benefits. [t s
consistent with the changes made in AS 23.30.190
found in section 33.

WEEKLY WAGE DETERMINATION
Page 29, Line 4

This section amends AS 23.30.220(a) to narrow the
instances where an employee's gross weekly earnings
cannot be computed under AS 23.30.220(a)(1) based
upon past earnings. Only in those cases in which
the employee had no earnings or was voluntarily
absent from the labor market for 18 months or more
during the two calendar years before injury will the
gross  weekly earnings be calculated under
AS 23.30.220(a)(2). The board is then mandated to
consider the nature of the employee's work and work



Section 37.

Section 38.

history in determining the gross weekly earnings for
calculating compensation, bvic in no event can the
compensation exceed the employee's earnings at the
time of injury.

This amendmert overrides a long li.je of supreme
court rulings in which the board was ordered to
establish the gross weekly earning and therefore the
compensation rate by speculating on an employee's
future earnings. (See Johnson v. RCA-OMS. Inc.. 681
P.2d 905 (Alaska 1984), and its progeny.) The board
has consistently found that an employee's past
earnings record is the best predictor of an employ-
ee's loss of earnings during the period of disabil-
ity. Thus, except for the exceptions stated, the
purpose of this section is to require that gross
weekly earnings be computed by dividing by 100 into
the employee's gross earnings in the two calendar
years immediately proceding the injury.

PENSION PLAN OFFSET
Page 30, Line 9

This section provides that if contributions to a
qualified pension or profit sharing plan have been
included in an employee's gross earnings, as re-
flected in AS 23.30.265(15) found in section 39, the
employer may offset compensation benefits by a like
amount when the employee receives pension or profit
sharing payments.

DISCRIMINATION PROHIBITED
Page 30, Line 20



Section 39.

Section 40.

This section enacts a new provision that prohibits
an employer from discriminating in the hiring,
promotion or retention of an employee who has in
good faith filed a claim for or received compen-
sation benefits. An employer who violates this
section is liable for damages assessed by the court
in a private civil action.

This section does not prohibit consideration of an
employee's safety practices or physical and mental
abilities nor does it prohibit inquiry into the
employee's prior health or disability history for
second injury fund reimbursement or determination of
physical or mental capacities to meet the demands of
employment.

PENSION OR PROFIT SHARING PLAN CONTRIBUTIONS
Page 31, Line 10

This section amends the definition of an employee's
gross earnings to include total contributions by an
employer to a qualified pension or profit sharing
plan for the two prior years multiplied by the
percentage of vested interest at the time of injury.
This change is consistent with the board's interpre-
tation of the Supreme Court's ruling in Ragland v.
Morrison-Knudsen Co.. Inc.. 724 P.2d 579 (Alaska
1986).

STRESS CLAIMS LIMITATION
Page 31, Line 27

This section amends the definition of injury by
providing specific language that the term does not
include mental injury caused by mental stress unless



Section 41.

the work stress was extraordinary and unusual in the
profession and the work stress was the predominant
cause of the mental injury. Specifically excluded
are those mental injuries that result from disci-
plinary actions or changes in job status taken in
good faith by the employer. Unlike all other types
of injuries, it further places the burden on the
employee to provide work-connection.  See the
proposed amendment to AS 23.30 .120 found in Section
21.

This change is consistent with prior board rulings
in which the employee's stress had to bhe greater
than all employees in the profession must experience
to be compensable. This section is intended to
override the Alaska Supreme Court rulings in Wade v.
Anchorage School District. 741 P.2d 634 (Alaska
1987), and Fox v. A.ascom, 718 P.2d 977 (Alaska

1986).

MEDICAL STABILITY CONCEPT
Page 32, Line 17

This section adds a new definition which provides
that medical stability means the date after which no
further measurable improvement is expected to result
from additional medical treatment or care. This
codifies the meaning of the healing period during
which time temporary total or temporary partial
disability benefits are paid, and is consistent with
the changes made in sections 10, 32 and 34. Cur-
rently, temporary disability benefits are paid until
economic or employment stability regardless of time
factors or the status of the employee's medical
condition.



Section

Section

Section

Section

42.

43.

44,

4%.

TPD REPEALER
Page 32, Line 27

This section repeals provisions that are unnecessary
or inconsistent with the repeal and reenactment of
AS 23.30.200(b) found in section 35.

TRANSITION FOR REPORTING REQUIREMENTS
Page 32, Line 28

This section contains transitional language neces-
sary to change reporting from an anniversary to an
annual system. It specifically provides that each
employer is subject to this change for all claims
existing as of December 31, 1988

MANDATED RATE REDUCTION
Page 33, Line 7

This section mandates a rate decrease for workers7
compensation pr' :ums of no less than 6% effective
July 1, 1988 through January 1, 1990

VOC REHAB SPECIALIST CERTIFICATION TRANSITION
Page 33, Line 12

This section contains transitional language to
include a grandparent clause to allow current
rehabilitation specialists who do not have the
credentials required under AS 23.30.041(p)(6) to
continue to practice for one year after adoption of
this bill, at which time they must have gained the
required credentials or be barred from further
practice as a rehabilitation specialist in the
workers' compensation system.



Section

Section

Section

Section

46,

47.

48.

49,

APPLICABILITY
Page 33, Line 18

This section delineates the amendments to the Act
that apply only to injuries sustained on or after
July 1, 1988.

EFFECTIVE DATE
Page 33, Line 21

This se cion provides that the amendment to the Act
under section 40 applies to injuries sustained on or
after the effective date of section 40.

EFFECTIVE DATE
Page 33, Line 23

This section provides that sections 40 and 47 of
this Act takes effect immediately under AS 01.10
070(c).

EFFECTIVE DATE
Page 33, Line 25

This section provides that sections 1-39, and 41-46
of this Act take effect July 1, 1988.



March 17, 1988

Representative John Sund
State Legislature
Juneau, Alaska 99811

Dear Representative Sund:

As you know the House Labor & Commerce Committee recently passed their
version of the workers' compensation reform package. Although the labor
management task force that made most of the recommendations endorses the
bulk of the legislation, we strongly feel there now exists some

significant limitations and deficiencies in the legislation in the form it

now takes. We would like to address those with you and ask that you

strongly consider curing the problems.

our first concern is with Sec, 2 21.89.015. This section attempts to give
benefit to those who have safety Programs IN place. we feel this is an
admirable idea, but that the legislation as currently drafted, will have
little or no real effect. For this program to work, it will require that
every employer with a safety program be audited for a conforming safety
program, and a thorough enforcement program be in place. Not only is this
likely to be an expensive item for the state and insurance companies, it
is unrealistic to think that the state can add a safety audit program for
every single insured employer in the state each year. This would be
required in order to insure all employers have an opportunity for the
refund. You are talking about tens of thousands of audits. Fortunately
there already exists incentives for employers to provide safe work places
as safety practices ultimately reduce costs and are reflected in
experience modes. Perhaps other things are possible, but we feel this
section should be deleted and more thought given to it before it is
included in some subsequent legislation. N

We are most concerned about changes to S€Ction 18 23.30.095 (k) as it
corrupts our attempts to install an effective IME ProCess that results in
an informed board making informed decisions. We feel it is critical that
the board have wide latitude in obtaining outside expertise in critical
medical information. This section, as passed by Labor & Commerce in an
attempt to satisfy the chiropractic community, requires that the boards
chosen IME be of the same specialty as the attending physician unless the
board unanimously determines otherwise. There are several significant
problems that are inherent with this approach. First of all the board,
generally all being non-medical professionals, often asks that a panel of
experts of varied professions, including medical doctors, orthopedic
surgeons, psychiatrists, chiropractors, etc., counsel them on the

physical and mental status of individuals. Limiting them to only
specialties of the attending physician greatly limits their ability to

gain the widest possible perspective in making decisions in complicated



areas outside of their own expertise. The Labor & Commerce approach would
suggest that less information is better than more. We don't see how this
could possibly be to the benefit of the injured worker. Why, for example
would you want to limit counsel in a case where surgery is recommended, to
advice from only another surgeon. Most surgeons only know how to treat
through surgery, when in fact other treatments may be appropriate.

Secondly, for anyone familiar with professional people, there is a
reluctance to challenge brother professionals. By limiting only to an
attending physicians specialty negates a large portion of the effective
review process the task force had in mind. We all felt strongly that a
medical provider would take greater care in evaluating a patients needs if
they knew there was the potential for scrutiny down the road by a non
“club” member. It was felt the board needed the flexibility to select, on

a case by case basis, the profession, or professions, it felt it needed

help from in order to make informed decisions. Our approach does not
limit the board from using the same profession as the attending physician
for its IME, it just expands it. The critical thing to remember about the
IME process as envisioned by the task force was that IME would only advise
on the physical and mental condition of a patient, and the appropriate
medical treatment to be pursued, so that the board would be informed about
matters at hand. It is not the boards responsibility to admonish a

medical provider for a prior course of treatment.

Finally it seems odd to us that if the Labor & Commerce Committee felt
that the attending physician should be protected from outside scrutiny,
which we think is off the mark from the issue at hand, that it do so by
requiring a unanimous vote on behalf of the board to change professions.
First it points to a weakness certain professions must feel about their

own positions if they need a unanimous vote to allov/ for objective review.
Secondly, and perhaps a bit philosophically, if you think of it, where

else in our democracy do we require a unanimous vote, with no opportunity
for challenge. Not in making changes to our constitution, not in setting
death as that penalty for certain crimes, not in deciding that in certain
circumstances children should be taken from their mothers, not even in
going to war. Not in anything but whether a workers compensation board
has the authority to expand the scope of information it has available to

it in trying to make its determinations, if the House Labor & Commerce
committee has its way. We would strongly recommend that consideration be
given to changing the language so that it is consistent with the Senate
version of the bill.

We can't express any stronger reservations about any section of the
proposed bill but with this section. We have no confidence that the goal
of providing the board with sufficient information to make good decisions
regarding medical disputes will happen as the bill is currently written.



Page Three

One of the stated goals of the reform movement was to lower costs. This
new language will make it even more difficult to achieve those goals.

Just one minor technical change is recommended. In sC'Ctlon 10 23.30.041
(f) I the words "of injury" are used twice in the sentence and is
confusing and unnecessary. The second usage should be deleted.

We would greatly appreciate any consideration you can give to the issues

ae ribed herein, and would hope that you would allow us to work with you
on ly other changes members of the Judiciary Committee have in mind. We
look forward to working with you on this important matter and make
ourselves available to answer any questions and to explain our reasoning
behind our recommendations.

Sincerelv.

Robert Anders
Co-Chairman Co-Chairman
Labor Management Labor Management
Task Force Task Force

cc: Mano Frey
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ALASKA SERVICING CARRIER ASSIGNMENT SURVEY 1/1/37 thru 12/31/87

SERVICING # OF PREMIUM Av. SZ, QUOTA
CARRIER RISKS % ASSIGNED % OP RISK BUDGBT
ALASKA NATIONAL 290 17,23% $1,174,286 17.91% $4,049 16.66%
ALASKA PACIFIC 291 17.29% $1,420,027 21.66% $4,880 16.86%
EMPLOYERS OF WAUSAU 264 15.69% $730,653 11.14% $2,768 16.66%
FIREMAH'S FUND 284 16.87% $993,354 15.15% $3,498 16.66%
INDUSTRIAL INDEMNITY 260 1545% $1,141,176 17.41% $4,389 16.66%
PROVIDENCE WASHINGTON 294 17.47% $1,097,039 16.73% $3,731 16.66%
TOTAL 1,683 100.00% $6,556,535 100.00% $3,896 99.96%
: RESIDUAL MARKET OPERATIONS
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The first set OF figures represents new admissions into the Pool, while
the second table includes new and renewals. Thus, the total written
premium for the Alaaka Pool as of the 3rd quarter 1987 was $10,227,000.
the $6,556,535 figure represents new admissions to the Pool during the
period 1/1/87 through 12/31/87,



THE SECOND INJURY FUND

John H. Lewis

P.0O. Box 330550
Coconut Grove, Florida
33233

305-443-8111



INTRODUCTION

Despite its benevolent iIntentions, a workers® compensation
program can be a double-edged sword. Soon after the passage of
the first state workers” compensation programs, employers
realized it could become very expensive to employe workers with
permanent iImpairments, due to the impact their conditions might
have on the cost of subsequent on the job injuries. For example,
under Alaska law a worker who Jloses an arm in a compensable
accident becomes entitled to 220 weeks of permanent partial
disability benefits. However, if that person had already suffered
a relatively serious injury, such as the total loss of use of the
other arm, the resulting benefit status would most likely be
permanent total disability, with weekly benefits payable for
life. The potential impact of this type of situation was
indicated iIn testimony presented to Congress in 1923, in w"uch it
was reported that immediately after an Oklahoma state court
decision which affirmed a similar rule of law, seven to eight

thousand workers with serious permanent disabilities were fired.

There are a number of ways to minimize or eliminate this adverse

influence of the workers®™ compensation system. The three most

prominent are:

1. Pay permanent disability benefits for previously



impaired workers solely on the basis of the subsequent injury ,
without consideration of the added effects of the prior
condition.

2. Pay full disability benefits to such workers, but
relieve the individual employer/carrier from the cost of those
benefits not attributable to the second injury considered alone.

3. Apply the rule set forth in (2), but only in those
instances in which the employee was hired or maintained 1in
employment with the employer®s actual knowledge of the pre—
existing condition.

Alaska has chosen the third alternative, and iIn doing so has
indicated that the primary goal of this aspect of the law is not
the furnishing of financial assistance to employers, which could
more easily be accomplished through the use of option <2), but
instead is to help n the removal of barriers to the hiring of
the permanently impaired. The decision is of great significance,

as will be shown later in this report.

THE SECOND INJURY FUND

To implement this choice, the Legislature established the Second
Injury Fund, based on a model drafted by the Council of State
Governments. Stripped of some of its detail, the Fund operate as

follows. An injured employee receives the full amount of benefits



to which the combined effects of the injury and pre-existing
condition entitle him wunder the workers®™ compensation law.
However, the employer\carrier responsible for providing these
benefits has the right to receive partial reimbursement from the
Fund, if ertain conditions have been met. Once the right to
reimbursement is established, the employer/carrier continues to
provide statutory benefits to the injured employer, but 1is
reimbursed for all weekly compensation paid after the first 104

weeks.

The First condition which must be met is that the employee have .
prior to the second injury, a permanent physical impairment, from
virtually any cause, which 1is serious enough to constitute a
hindrance or obstacle to obtaining or retaining employment. Next,
the disability resulting from the combined effects of the pre—
existing and subsequent permanencies must be substantially
greater than that which would have resulted from the second
injury alone. For example, in the case of an individual already
suffering from the loss of an arm, the loss of the remaining arm
causes significantly greater disability, from the standpoint of
ability to work, than would have resulted from the loss of a
single arm. However, if the same individual suffered a spinal
cord injury resulting in quadraplegia, the resulting disability
would not be increased as the result of the prior loss of an arm.

The individual would have been totally disabled from the



subsequent injury, no matter what the pre-existing condition had
been. Therefor, the employer has paid no "excess'" compensation as
a result of hiring a permanently 1impaired individual, and
receives no reimbursement from the Fund. Finally, the employer
must establish from written records that it had knowledge of the
pre-existing condition prior to the subsequent injury, and that
the employee was hired or retained in employment after such

knowledge was acquired.

The Fund is financed primarily through an assessment equal to up
to 6 of the weekl% compensation benefits paid by each insurance
carrier and self insgrer, although there are also several other
relatively minor sources of income. This level of funding has not
been sufficient to meet the Fund®"s obligations, and in 1981
$600,000.00 was appropriated from general revenues to help make
up the shortfall. Even this substantial amount of assistance has
not been enough, and the Fund is currently running approximately
one year behind in making reimbursements. Although 1t is
anticipated that the shortfall will be eliminated in a few years,

this prediction may be of questionable validity, as the result of

recent developments.

Since most &Ff its financing comes from the assessment just
described, there exists in some quarters the belief that the Fund

merely redistributes the pool of benefit dollars, and is of no



real concern to the system as a whole, or to the general public.
This is not the case. As has already been seen, general revenues
have been used, in effect subsidizing the compensation system,
and as will be shown later, it is entirely possible that the
existence of the Fund, as presently structured, results in
increased costs for the compensation system and those who pay for

1t.

Even without consideration of the assistance received through the
use of public funds, the effect of the Fund on the system are not
as neutral as might be imagined. An explanation of its potential
impact on an individual carrier or employer will show why. For a
self insured employer, an accident in 1984 which is subject to
Fund reimbursement will result in an actual financial obligation
of 104 weeks of compensation benefits, and then, beginning 1in
1986, or later if the Fund is having difficulty meeting Iits
obligations, reimbursement will be made for all additional
payments. |If the employer is insured, the accident will result in
a reserve (estimate of future liability) based upon 104 weeks of
benefits, rather than the full amount of weekly benefits which
the employee will receive. ITf the employer is experience rated,
its rating will be more favorable than in the absence of the
Fund, resulting in lower premiums in future years. In addition,
the losses attributable to the 1iInjury which are reported for

rate-making purposes will be less, possibly lowering the premium



rate in Ffuture years. For the carrier, the decreased benefit
payments will mean lower loss costs, although some of the savings
may be shared with employers through dividend plans. At least two
additional factors must be added to this equation. The First is
that as a result of delays iIn reimbursement, without interest
being paid on late payments, self insured employers and carriers
are losing investment income. Second, iIf the assessment, which is
included in the insurance rate base as well as in self insurors”
compensation costs remains at the maximum rate of SX, an
individual carrier or employer will not experience an increase in

annual assessment costs as the result of dumping a [large number

of cases into the Fund.

Taking these factors into consideration, it is clear that the
Fund®s existence can result in a substantial redistribution of
workers® compensation costs. First, if it is possible (and it 1is)
for the Fund to be legally manipulated, in the sense that cases
which really should not be the subject of Fund reimbursement are
given its benefits, an employer or carrier that is in this

respect more aggressive than others will have shifted some of its

obligations to the rest of the system.

Secondly, another possibility seems to have become a reality in
Alaska. Since the cost of an injury will not impact on the Fund

until several years after the date of accident, the assessment to



pay these costs will be based on benefit payment levels at this
later date. IT an employer or carrier has greatly reduced its
volume of business 1iIn the intervening years, or perhaps 1is no
longer doing any business within the State, its total dollar
assessment will not truely reflec{ the activity and obligations
of the vyear of injury. This appears to have happened in Alaska
when a major self insurer, desiring to close its pipeline books,
compromised and released a great number of claims which were the
subject of Fund reimbursement, saddling the Fund with substantial
obligations. When the assessments were made to pay these
obligations, the self insurer was operating at lower employment
levels, its annual benefit payments were lower, and its
assessment dollars reduced, thereby placing a greater share of
the burden for its Fund cases on others in the system. While this
analysis ignores many complicating factors, such as changes in
assessment rates and methods, the fact remains that the operation
of the Fund can have a significant effect on individual employers

and carriers, as well as on the general revenues of the state.

DOES THE FUND WORK?

Assuming that the purpose of the Fund 1is to eliminate or reduce
barriers to the employment of those with permanent impairments,
there is Ittle evidence that this is actually occurring in the

Alaska labor market. While it would take a detailed study of



employer attitudes and actions to reach a documented conclusion,
discussions with employer representatives and other 1individuals
active iIn the Alaska workers7 compensation system indicate a
consensus of opinion, to the effect that the Fund is not
currently fulfilling that role. In fact, its only contribution
may be in preventing knowledgable 1insurance carriers from
advising their insureds not to hire permanently impaired
individuals. The reasons for this pessimism are a belief that
most employers are simply not Kknowledgable enough about the
workers7 compensation law to understand and appreciate the
operation of the Fund, and may, in many cases, hot trust the

system even when they do understand it.

A review of the cases presently being paid by the Fund may
provide some clues as to whether the it is accomplishing anything
in the area of employment. Based upon the available records, the
prior permanencies involved were for the most part quite severe,
and likely, under normal circumstances, to make it difficult for
the individual involved to obtain employment. 65k involved
serious back problems, 13k had amputations of major members, 13k
had significant cardiac conditions, 4k serious vision defects and
only 4k had what might be considered minor disabilities. This
gives the initial iImpression that the Fund is at least assisting
in providing employment opportunities for some people. However,

in the majority of the cases reviewed, the available information



concerning the subsequent 1injuries, the ways in which the
employers obtained written knowledge of the pre-existing
conditions, the job market at the time of hiring, the jobs
obtained, and the numbers of employers involved give the distinct
impression that in many cases hiring would have taken place even
in the absence of the Fund, and that its use was limited to well-
planned efforts on the part of a few sophisticated employers and
carriers to limit their compensation exposure. There is nothing
particularly devious or reprehensable about this, but it does
seem to support the thesis that the Fund is not a major factor 1in

assisting the permanently -_."paired in obtaining employment.

CURRENT PROBLEMS

In addition to the obvious financial difficulties of the Fund,
there are operational problems which require resolution. The
major problem which must be confronted in that of the Fund"s
inability to defend itself to the extent necessary to properly
conserve 1its assets. This may not be apparent, since the Fund
does present an active defense against some reimbursement claims,

and in fact is at times successful iIn its efforts. However, there

remains the need for theFund to provide defenses on other
issues, although presently there 1iIs no such activity, and
probably no real ability toprovide it. Theimpact on the Fund,

and on compensation costs in general may be significant. The



following examples show why.

In the overwhelming majority ofcases, once it has Dbeen
determined that the Fund is responsible for payments, one of two
things happens. The claimant and the employer/carrier may
stipulate to the degree of permanent disability, resulting in
either a compromise and release settlement, or the entry of an
agreed order without the termination of the claimant®"s right to
future compensation benefits. Or, the case may go on to
litigation, with the Board determining *he extent of permanent
disability, and theresulting benefits. In either case, the
employer/carrier will be responsibleonly for the first 104weeks
of compensation. Given this fact, what real incentive exists to
present a tough, and perhaps expensive defense, or to refuse to
pay whatever additional sums may be demanded by a claimant to
compromise and release a claim, thereby relieving the
employer/carrier of future liabilities? This is not to say that
all employers and carriers ignore what may be at least an implied
obligation to treat these cases as if the Fund did not exist.
However, it is probably asking too much of a system in which
major incentives are basedupon Ffinancial considerations. A

review of open Fund -cases, as well as interviews with people
familiar with the Alaska compensation system, gives the strong
impression that many cases were treated differently than if they

had been the total financial responsibility of the

10



employer/carrier. |If this is true, then the system as a whole
ejcperiences increased costs, beyond those actually warranted by
the Tfacts of a given case, because it is the Fund that is at
risk, and not an individiual employer or carrier. Although this
may not always be the intended result, it seems quite clear that

if does occur.

Of course it can be argued that the Fund should simply take a
more active role in cases in which it has a financial IiInterest.
However, despite language in the law which might 1indicate that
the Fund does have the authority to litigate all issues which
might affect 1it, there 1is also language to the contrary, and
under the best of interpretations the supportive provisions ere
confusing, unclear and of dubious value. Most importantly, if the
Fund was to undertake a major change iIn policy and attempted to
play a more active role as a litigant, serious questions would be
raised over issues such as budget, procedure, and the propriety
and constitutionality of an employee of the Commissioner of Labor
becoming a real litigant in proceedings before the Board, which
the Commissioner chairs, in matters which could affect the amount

of dollars payable to individual claimants.

THE FUND AND THE COURTS

Once again assuming that the Fund"s primary, if not only purpose

11



is to reduce barriers to employment, there now exists a major
threat to the Fund and its objectives, resulting from a number of
court decisions. While it is not the purpose of this document to
critique the decisions of the Alaska courts, they do have a
powerful impact on the operation and well-being of the Fund, and

cannot be ignored.

The benchmark case is Employers Commercial Insurance Group V.
Christ, 513 P.2d 1090 (Alaska 1973), which attempted to set forth
the philosophy of the Fund, as well as make critical decisions as
to how it should operate. Unfortunately, it appears that the
Supreme Court was not and has not been made aware of the source
of the Fund"s structure and philosophy, the Council of State
Governments model. Both the model and the Alaska law state that
for purposes of Fund reimbursement, no pre-existing condition can
be considered a "permanent physical impairment””unless it is one
of 27 conditions listed iIn the law, or would otherwise support a
rating of at least 200 weeks of compensation. The Supreme Court
has taken this negative restriction and turned it into a
positive, by stating that if a condition is on the list, it
qualifies automatically as a "permanent physical impairment”
without consideration of another test contained in the same law,
which requires that the condition also be serious enough to

constitute an obstacle to employment. This interpretation Iis

contrary to the intent, of the drafters. As stated by one of them.

12



Dr. Arthur Larson, at page 10-442 of his treatise The Law OF
Workmen®"s Compensation, it was the intent of the Council to
provide a specific list of conditions which could possibly
qualify for reimbursement, but only after proof of seriousness.
The significance of this distinction is about to become quite

apparent in Alaska.

Several of the items on the list, such as arthritis «.id varicose
veins, are conditions not necessarily of great significance, and
may have virtually no 1impact on employment possibilities. In
Gadberry v. Fluor Alaska, Case No. 100178 (A.W.C.B. 1983), the
Board dealt with a case iIn which the pre-existing condition
consisted of spinal lipping, a minor form of arthritis found 1in
most individuals over the age of 40. Faced with the Christ
decision, the Board had no choice but to reluctantly order
reimbursement, since arthritis is one of the conditions on the
list. IT upheld, this type of decision could lead to literally
every worker over the age of 40 becoming a potential fund case.
Admittedly the effects of this decision can be mitigated by a
heavy reliance on the requirement that the pre-existing
disability interact with the subsequent disability to produce
substantially greater disability than would have resulted from
the second injury alone, but will mean increased litigation, and
further disruption of the plan establishedby the the Council and

adopted by the Alaska legislature.



This erosion of a coherent program, where each word in the
statute serves a purpose, 1is further demonstrated in the Superior
Court decision of Kaupp v. Alaska Sausage Company, Sup, Ct., Case
No. 3 AN 81-2430 Civil, September 9, 1982. As previously noted,
the statute requires that the employer establish knowledge of the
employees™s pre-existing condition through written records. The
reason for this requirement is that in states which only require
proof of "actual"™ knowledge, there is a tendancy for the fund to
become a vehicle not to encourage hiring, but instead to limit
liability after the fact, by inviting the development of "proof"
of knowledge such as '"of course we knew he had arthritis, he
always complained about his back"”. However, the Kaupp court,
possibly with the help of on admission on behalf of the the Fund,
held that the written notice requirement is a mere technicality
which can be ignored, opening the way for a further weakening of
the Fund®s ability to do its job if the decision is applied in

other cases.

In addition to these possible inroads on the Funds®"s return to
solvency, another recent court decision may have a potentially
harmful impact on the Fund®s operation. In Land & Marine Rental
Company v. Rawls, No. 2777, January 27, 1984, P.2d (Alaska
1984, the Supreme Court held that even in the absence of

specific statutory authority, basic rules of law and equity
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require the payment of interest on "past due"™ installments of
compensation benefits. While there are obvious differences
between weekly compensation benefits payable to a claimant and
reimbursement due an employer/carrier from the Second Injury
Fund, the possibility exists that an insurance carrier or self
insurer will tire of waiting for reimbursement, seek help from
the courts, and obtain a ruling requiring the payment of interest
on reimbursement payments, adding to the Fund"s financial

problems.

ALTERNATIVES

Since every state workers®™ compensation system contains a second
injury Ffund, and each utilizes its own unique combination of
requirements and operations, there should be an extensive body of
experience and example which can be used to improve the Alaska
system. However, most second injury funds are not as broad and as
inherently expensive as Alaska®"s, and among those that are, there
are far more similarities than differences, and little in the way

of successes.

With regard to the financing of the Fund®s obligations, it should
be obvious that there are no magical solutions. The Fund cannot
meet its obligations on a current basis because the heavy drain

on 1its resources, particularly from cases which came into the
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Fund several years ago, has simply outstripped the funds made
available through an assessment capped at 6*. Assuming that some
of the potential problems just discussed are avoided, and the
predictions of future Fund solvency hold true, Tfinancial concerns
should focus on preventing fund obligations from once again
exceeding resources. The only way to guarantee this 1is to remove
the assessment cap entirely, as has been done in a number of
states. While this could conceivably result in substantial
increases in-Fund utilization, other reforms should help prevent
such an occurence, and assessment iIncreases should, to the extent
they are caused by new cases, be at least partially offset by
decreased direct loss costs. Also, it must be remembered that any
cap, no matter how high, can result in a shortfall under a given
set of circumstances, once again causing the delays which are

currently a source of concern.

In addition to this possibly drastic alternative, there are a
number of additional examples which may be of interest to the
Alaska workers®® compensation community. In order to avoid even
temporary shortfalls, Michigan, Georgia and New Jersey utilize
assessment Tformulas which assume that there will be annual
increases in the dollar volume of fund activity, and set each
year®s assessment at levels greater than the prior year"s
expenditures, with a safety valve provision in the event the fund

balance becomes greater than necessary. This provision, and most



other assessment formulas, are often coupled with once a year
payment provisions, so that each carrier and self insurer pays
its assessment in the early portion of the current calendar year,

based upon the experience of the prior calendar year.

A more serious and difficult question 13 how to obtain greater
utilization of the Fund, not in the sense of encouraging efforts
to obtain reimbursement, but rather as it relates to employers™*
hiring considerations. Increased educational efforts, higher
levels of reimbursement from the second injury fund, and even
direct subsidization of second injury costs by general revenue
funding have been attempted and are currently being utilized 1in
some states. As is the case in Alaska, there 1is no direct
evidence that they have been successful, and discussions with
workers” compensation professionals from all aspects of the
system and from many states reveal a general belief that second
injury funds, no matter how constituted, are usually of little
significance in the rehabilitation and hiring processes. However,
there are at Jleast two exceptions to this pessimism, involving

Michigan and Minnesota.

In each state, many of those closely involved with the workers®
compensation program strongly believe that the second injury fund
works well, due primarily to the utilization of a certification

process. In both, employers hiring permanently disabled workers



who might qualify for protection under the second injury fund
register this fact with the fund, prior to the occurence of any
second injury. As a result, employers are directly informed as to
the reimbursement they will receive, most of the major
entitlement questions can be resolved prior to the occurence of
an injury, and more certainty is brought into all aspects of the

process.

The remaining major issue is how to prevent actions and decisions
which affect the Fund®"s financial condition from being made
without its participation in the legal process. This is
accomplished in other states in one of two ways. The TFfirst
involves the utilization of a double claim process, which
requires the injured worker to pursue one claim against the
employer/carrier, for benefits due to the second injury
considered by itself, and another claim against the fund, for the
remaining benefits due under the second injury law. This process
may be both burdensome and cumbersome, and requires that the fund
play the role of an insurance carrier, actively investigating the

claim, defending when necessary, and paying periodic benefits.

Another alternative is to maintain the reimbursement process, as
utilized in Alaska, but also provide through statute and rule
that no action which affects the fund can be taken without prior

notice, or without providing it with the right to be heard. This



does not require that the fund participate to the same extent as
it would 1if 11t had to act as a carrier. It does offer the
opportunity for the fund to protect its position before the
adjudicator takes some action which might adversely affect it.
There is Qlanguage iIn the Alaska workers® compensation statute
which indicates such an intent, but it is neither clear enough

nor comprehensive enough to accomplish this result.

Even with the necessary statutory authority, this procedure ma>
not presently be acceptable in Alaska, due to the possible
conflict of interest inherent in the relationship among the Fund,
the Board, and the Commissioner of Labor. However, examples such
as those found in New York and Michigan may provide a desirable
solution. Those states have taken steps to separate the second
injury fund from the adjudication function, so as to minimize
conflicts of interest. This separation can run the gamut from a
mere change in location within the overall agency structure to
the establishment of the fund as a trust, run by appointed
representatives of the employer and carrier communities. To the
extent permitted by state constitutional and statutory law, the
fund can have minimal contacts with state government, establish
operations and policies to meet changing circumstances, hire and
direct the necessary employees, and even provide Ffirst level
adjudication in matters not affecting the rights of iInjured

workers.



CONCLUSION

Although there are certainly other, more extreme options which
might be discussed, such as paying employers to hire permanently
impaired individuals, or totally protecting cooperating employers
from all liability for second injuries, they are for the most
part beyond the bounds of the compensation system and more
properly the subject of broader societal concerns about
rehabilitation and reemployment. From the standpoint of the
workers® compensation system, as well as practicality, the
potentially useful alternatives are few in number. In summary,

they are the following:

1. Modify existing statutory law, to strenghten those
provisions adversly affected by court decisions, and to clarify
those provisions which may be the subject of future court action.

2. Modify the existing Ffinancing mechanism, to provide
adequate Ffinancing with a minimum of administrative burdens on
both the state and the employer/carrier community.

3. Provide a certification process which will enable
employers to place greater reliance on the Second Injury Fund in
making hiring decisions, utilizing certification as either an
absolute requirement for Fund reimbursement, or to create strong

presumptions in its favor.



4. To the extent permitted by the constraints of
constitutional law and the political process, separate the Fund
from the Department of Labor, and provide it with the authority

to defend itself from unwarranted demands on its assets.



National Stintoy V. Sparta*

Council . Director .
on Compensation Gawmnwit, C?nsumer
Insurance and Industry A/reirs

April 5, 1988

Honorable Paul Roller

Director of Insurance

State of Alaska

Department of Commerce and Economic Development
Division of Insurance

Stato Office Building - 9th Floor

Pouch D

Juneau, Alaska 99811

Re: Senate Bill 322
Dear Director Roller:

The Alaska Classification and Rating Committee met via

telephone conference call on April 4, 1988 to discuss the
progress of the workers compensation insurance reform legis~
lation which is pending in Juneau, By wunanimous decision
the Committee in effect acknowledged that the potential
overall cost savings ~contained in the existing version
of SBM 322 amounted to 5.7 percent. Accordingly, if the
bill is enacted in its present form, the Committee will

direct NCCI to file a law amendment rate filing in Alaska
which provides for an overall rate decrease of 5.7 percent
on new, renewal and outstanding policies effective as
of July 1, 1988.

The Committee wishes to make it clear that such a mid-term
rate adjustment would not in any way interfere or preclude
the normal review of Alaska experience and the making of
an appropriate 1/1/89 rate filing based upon that experience.

Director
Government, Consumer

and Industry Affairs

SVS/gls

cc: Alaska Classification and Rating Committee
Don Koch
R. Fein
M. Mulvaney
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MITLLIMAN & ROBERTSON, inc.
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QJL THE ALASKA WDRAI"M"HifNSATION PROGRAM

Mlliman &Robertson, Inc. (MR) was retained by the Alaska
Division of Insurance to parfam the follonng tasks:

1 To provide a lreskdoan of current costs of the Alaska
workers' conparsation program

2. To ldentify those elenents driving the recent large rate
mincrease Indications.

3 To review ad camat o BI2AHBER2 s It pertains to
the costs of the Alaska workers' campansation progam

4. To analyze local Alaskan data relevant to estineting the
Hkely cost impect of SB322/HBR?, the ngor source of
this data lkeing the Alaskan Workers' Compersation
Information Handling System \WAHD).

5 To review the National Council an Cot.persation Insurance
(NX) preliminary evaluation of B32/HE3R2 ad wae
appropriate, nodify the NOJ estimate using relevant
local data.

6 To provide a likely cost estimate of the Inpect of
B32/HER2.

This report sumrarizes our findings.

1 BEACOAN G- ARENT IS

In Its nost recent rate filing, the NOO provides the folloning
lkredkdonn of the "average” pramum dollar In Alaska:



@

Tabid 1 Bregkdoan of Current Costs

Benefit Cost: 62.1%
Caim Adjustirent: 8.6
Production BExjpense: 9.6
Geregral Bxparse: 5.8
Taxes. 4.4
Profit; 1A
Total 100.0%

It mst ke appreciated that the aoowe table 1s an average
breakdonn ad that the lreskdoan for ay p-articular insured nay

differ degpading an the type of rating plan, pemumsize, etc.

It should also ke noted that claim adjustnent ad production
exqases & Well as taxes ad profit are essentially variable
costs. Thus, 1f 1t is possible to reduce the total anout of
benefit dollars, there will ke coresponding savings of these
costs. In contrast, general eqoase 1Is largely a fixed ost,
ad total dollars cosured by this Item are unlikely to ke

significantly altered by danges in benefit levels.

In their recent evaluation of the proposed law dange, the NO
provides a breskdoan of total benefit costs by type of injury
as follows:

Table 22 Bredkdonan of Benefit Costs

;%%gs'} %aﬂ 5
enporary

Jbi.

S ]

Total 100.0%




W understand that this lreskooan of benefit costs 1s besad an
unit statistical plan cbta for Alaska W& hae reviened the
unit statistical plan data ad believe the NOJ lreskdonn of
costs IS reasonable.

Tre berefit cost lreskdonn Is relative to the final injury type
of the claimant. Thus, for exanple, pemaat partial Includes
all tenporary total benefits, rehabilitation ad legal exqoerse,
paid to, a a1 behalf of, pemaret partial anwardess.

It should also le noted that the conpoat “tenporary total™
includes only those tenporary total claimants Wo receive
benefits for less then 22 weeks. Tenpoary total claimants wo
receive benefits for noe then 22 weds are classified &

pemanet partial.

2. REOM RATE LBVEL INDREASES

sing the NOJ rate filing dated Cctober 16, 1987 as ar ceta
souce Ve ldentified tvwo primary reasons for the nost recent
rate Increase:

1 Medical cost trends,
2 Increasing loss develgarent factors for indenmity.

Tre assuned arual increase In the nedical cost cotpoat of
the workers' compensation rates wes aoout 80 In the last rate
filing. This appears to ke sygported by actual experience. V¥
also note that the nedical cotpoat of the (A for Axdharage
Increased by about 126 per arum betvween md-1985 ad md-1987.
Thus, while the nedical trend is causing workers' comparsation



costs to increase substantially, the nmagiitude is not surprising.

ct greaiter significance are the loss develgoment factors for

the indemmity cost conpoat By loss develgarent factors™ ve
neen the anout the cumulative paid indemmity benefits (including
plaintiffs attorney's fees ad vocational rehabilitation experses)
increase as each policy year ages.

Relative to the factors wsed to gererate the rates effective
January 1, 1987, the paid Indemity develgorent factors for the
January 1, 1988 rates are Lo higher. Since indenmity accounts
for oot Do of total Alaska benefit costs, this dae alb
approxinately o to the indicated rate level.

Acursory review of the underlying loss develgoment data specific
to Alaska doss indicate that this increase in the indenmity
develgorent factors wss warranted

In order to identify reasons for the deterioration in indenmity
loss develgorent, ve analyzed claim count ad severity data by
injury type. This analysis indicated a significant increase In
the relative frequency of ngar pemanat partial cases legming
In policy year 1982 This increase appears to affect all industry
gouys. There are also indications of large increases In average

paynents to ngar pamaat partial clainents ad to claimants
between the tine of injury ad tine of anard

Since pemanent partial cases accout for about half the total

* benefit dollars ad are experiencing unfavorable”developrent,
this appears to e ae area that mst ke addressed if owverall

costs are to ke reduced or contained while leaving the benefit
structure substantially intact.



W *Iso note that ve suspect the current NOO promulgated rate
levels*for Alaska cb not fully reflect the increased cost o
pemanent partial cases uder existing lanv 1T this is true,
there wll ke further yonad rate level indications in the
future just to bring the rating structure in line with current

Alaska workers7 corparsation .lawv

3 RVBEWV AD COMMINIS ON SB324H8312

Tre folloning outlines our understanding of the ngar provisions
of SBX2/HBX2, which relate to the costs of the Alaskan Workers'
Conpersation System

Compersation for Permarent Partial  Benefits

Uncer current lawn, pemvanant partial benefits are either
scheduled o unscheduled.  The unscheduled berefit is subject
to a ndnum of $60,000. Benefits nay e paid in weeky
installments. Honever, ve understand that nary cases are
settled with a lunp am et & pat of a conpramse ad
release agreenernt.

Uncer the proposed lawy "'all dsterminatian of the existence ad
cegree of inmpaimrent shall ke nack strictly ad solely under

the whde person determination & set aut In the Arerican

Medical Association (AVA Quides".  Benefits are to e calculated
by multiplying the rew naxdmm benefit anout of $240,000 by

the AA Inpaiment rating ad an adjustnent factor.  The

benefit is to ke paid in a lunp sum without t°a’ need for a
corpramse ad release agreenment.



e unﬂerstand that the drifters of the proposed law Intended
that thfe change in permanent partial benefit determination
produce no overall change In the total amount of benefits,
although there may be changes in benefits received for any
particular Injury type.

We further understand that the proposed change in benefit
determination is an attempt to Increase the objectivity of
benefit determinations and to reduce the potential for litigation.
The change in the method of benefit determination essentially
shifts the emphasis to medical rather than vocational
considerations (e.g., loss of earning capacity).

Medmum Limitation an Veedly Egii.eflU

Uncer current lan, weekly benefits for fatal, pemament total,
ad tenporary total are subject to a nadnum of 200 of the state
average weekly wage.  This anout is currently aboout 51,000.

Uckr the proposed lawy the nadmumweekly benefit will e 540

Claimants Living it Pf SJ;5.

The rew law provides for reintroduction of a reduction In
benefits for those claimants living out of state. The
reduction recognizes higner living costs ad correspondingly
higher benefit levels In Alaska as conpared to other states.

Rehabilitation Progam Refrrm

Under present law, vocational rehabilitation services nay
generally e provided for a period of p to 37 weeks. Tenpoay



disability benefits are paid throughout the rehabilitatioa
Jorocess.

Lincer the proposed lawy vocational rehabilitation services nay
e provided for a period of Y to o years. Tenpoary
disability benefits are not paidautomatically throughout the
rehabilitation process. Rather, tenmporary total benefits are
to cease axe a claimant's nedical condition stabilizes. Fam
this tine, pamanent Inpainrent benefits shall ke available to
sugport the claimant throughout the rehabilitation process. |If
pemaet Inpaiment benefitsieooe exhawsted before the
rehabilitation process is conplete, additional benefits are
available to the claimant.

Tre proposed Igw also provides for closer supervision ad
oversight of all aspects of the rehabilitation process.

It is axr understanding that theintent of the rew law isto
provice for the possibility of longer periods of vocational-
rebebil itati an wa< warranted, ad to attenpt to curb perceived
aasss In the current system

Limtatim M ﬂ’E Djl’atlm d Temporary BerEﬁtS

Uncer current law there i1s ro limit an the duration of
tenporary total disability benefits ad a five-year limit o
the duration of tenporary partial benefits.

Uncer the proposed law; both tenporary total ad tenporary
partial disability benefits beoov subject to a duration limit

of two years.



Miscellaneous
1 L]

There are nary other aspects of the proposed law with the

potential to Inpect costs. For exanple, there 1s an attenpt
to exclude certain neta Injuries, to define nedical stability,

to restrict the nunber of physicians wsed by the claimant, etc.

In addition, the tae of the rew law nay affect the attitudes
of administrators of the workers' corparsation progyam ad

consequently inmpect costs of the program
C.gEPgPU

In general, ve believe that the prgoosed revisions to the Alaska
workers' oconmpersation lawv will  inproe the benefit delivery
system (agess such as the proposed reduction In the average
wveekly benefit nanum reduction of benefits for at of state
claimants, ad limits a1 durations of teporary benefits will
alnost certainly reduce costs, ad ve hae attenpted to quantify

their inpect

In addition, strict adherence td the letter ad spirit of tre
administrative provisions of the proposed lawy  successful
inplerentation of the "'Independent nedical evaluation™  concept,
ad effective Inplerentation of the nae stringent controls
the vocational rehabilitation pragam shoud result In
additional efficiencies. Honewer, it is not possible for s to
quantify the Inpect of such changes.

H db believe that there are other aspects of thb bill that
could hae negative inplications for containing ad controlling
workers' comparsation costs. These are sunmanized below



Tre prgoaaed dange to ftemaat partial benefits represents
i radical dae In the berefit structure,. If the dae
1s Inpleented, ecaonanic incentives in the system will
crage dramatically, ad consequently, ay cost estinates
are subject to substantial inherent variability. Thus,
fram a cost standpoint,-the inpect of the proposed

revision to the pemaant partial benefit structure is
extrerely difficult to anticipate.

Tre proposed law dramatically danges pemarnent partial
benefits by Injury type- with soe injury types receiving
large benefit cuts while others receive large berefit
Increases. Ham a cost standpoint, it is notable that
the benefits for noe serious back cases are substantially
increased. For eanple, a claimant judged to ke 4%
inpaired woud receive an anad of $96,000 uckr the
proposed law which is @0 aowe the nadmum anad of
560,000 possible under current law

It 1s prgocsed that pemanat partial benefits for less
serious Injuries ke compued wsing an adjustnent factor.

This factor leads to discontinuities in benefit arounts.
For exarple, a claimant judged to ke 10% inpaired wald
receive $4,800, while a claimant judged 1% Inaired woud
receive $10,560. This situation potentially encourages
the exaggeration of injuries, creates difficulties In
administering the program ad increases variability of
cost projections.

Under present law, it is aur understanding that nary
pemanent partial claimants settle with a lunp ssmad a



corprarie ad release ageament. Ul the proposed lawy
pemaent partial cases are to ke autonatically settled

with a lunp sumwithout a need for a conpramse ad
release agrearent. |l gppears that udker the rew lawv
there is the potential for greater rnunibas of reopenings.

Under the praoosed lawy ecaomamic incentives will dange
For exarple, pemanently disabled clainants nay ke Induced
to seek pemaent partial rather then pemanat total
anards, for in this way, possibly greater benefits coud
le dotained.  Similarly, a claimant whose disability
results fram a corination of vocational ad nedical
conditions nay ke inclined to seek a pemaat total
rather then a pemarent partial anad since, uxdk the
proposed law vocational evidence is mat considered for =
pemaet partial disability. Tre inpect of the dage
In ecanaic incentives will deped, to a large extent, an
the administration of the progam

: H&R ANALYSIS OF LOCAL ALASKA DATA

This section discusses o analysis of data specific to
Alaska. D to its crucial inportance, nost of our analysis
concentrated a1 pemaent partial cases.

Soar.ses

™o primary sources of data were utilized:

1 Unit statistical plan data for Alaska.
2 Information fram the Alaska Workers' Conpersation
-10-



o # Information Handling System (WCIHS).
All the data was acoepted for analysis without audit.

Arrage Peamaat Partial ClaimPaynents

Exhibit 1 dons the total average incurred cost 00 pemanat
partial clains a reported In the unit statistical reports for
Alaska for policy years 190 through 1984 A @an e seen o
the exhibit, during the period 1987 to 1984 the average cost of
a pemanat partial case norethan doubled

After consideration of the dowe ad other factors affecting
costs, ve estinate the average cost for a pamaat partial
case in Alaska ude current law to ke over $50,000, in policy,
year 1988 W note this is significantly grenter then the
armout of $38,000 utilized by the N in their evaluation of

the proposed law

Beddonn of Aerage Pemmanat Partlal Benefit Costs

As a first appraxination, paynets to pemanent partial clainants
ucker current lawv ean ke braken dom into two conporents:

1 Temporary disability (including healing, rehabilitation)
2. Pemanent partial anad

Exhibit 2 shons avenge tenporary disability benefit durations
for identified pamaet partial clains In the VS data base.
A can e seen on this exhibit, the average tenparary disability
duration for injury years 1983 ad 194 is currently about 400
days. Since the average duration is likely to increase until



all. o clans are settled, ve believe 40 days represents a
loner boud an the Hkely duration of tenporary berefits under
current law, ad ve judgraentally estinate an average duration
of 45 days for policy year 1988, This duration is considerably
greater than the 340 cay duration inplied In the NI evaluation
of the proocsed law dae

In their evaluation of the law change, the NI estinates the
average tenporary disability paynet to ke about $38 par wesk
W estinate the average tenporary disability pyat o1 a
pamranent partial claim to be- doout $20,000 (¢ 838 x 425/7).
W thus estinmate the folloning breskdonn of average pemanant
partial costs uxdkr current law.

N ng B{!“s’ﬁtg\ili%\arB&neﬁtsz $§vo ,joon?

Total $60,000

Becase of data limitations, ve were not able to estinate the
dollar amouts of paynets to claimant's attormeys a to
rehabilitation providers. In our discussion ve inplicitly
assune that these costs are in addition to the aerage claim
cost of 550,000 abowe

Attomey Involverent in Pamanent Partial Cases

A can ke seen an Bxhibit 2, approxinately 3o of all pemanent
partial cases have sme attorney involverrent, either o behalf

of the enployee or the enployer/insurer. This percentage
appears to ke relatively consistent from year to year.

Permanent partial cases with attorney Involvenent Involve an



aer-ap 5% - @ nue das of tenporary disability then doss
the average "pemarnant partial claim

Rehabilitation Berefits ad Pamaet Partial Coses.

As an e seen an Bxhibit 2 besed .on VS data, vocational
rehabilitation benefits are provided to aoot 26 - ot all

pemranent partial cases.

Permanent partial cases involving rehabilitation involve an
average B - 10 nue days of tenporary disability then does
the average pemament partial claim

Permanent  Partial..D.istribuUon by Injury

Exhibit 3 shons the distribution of Injuries by budy part

& indicated by WIS data for pemarnent partial cases. W
note that although beck injuries account for ZRoof all cases,
they account for 580 of all cases involving attormeys ad 406
of all cases involving rehabilitation.

Exhibit 4 provides a conparison of the Injury distribution
indicated by the WIS data ad that inplicit in the NOO law
evaluation for pemaat partial cases. It Is notable that
the WIS data indicates significantly greater nunbers of beck
injuries In Alaska then does the NOO analysis.  Similarly,
there are indications of greater nunbars of knee ad shoulder
Injuries than anticipated In the NOO analysis. V& nae that
these types of injuries are generally those with the potential
for greatly increased benefit anards under the prooosed law

V& acknonledge that discrepancies in the injury distribution



nay partially e de to the pradens In identifying pemanat
partial* cases 1In the WIS chta bese.

Exhibit 5 dons the relative average duration of temporary
benefits by type of Injury. W& note that badk injuries hae an

average duration of tenporary benefits that is @%6- B greater
than average.

Dljgﬁi%[tiagi of—ﬁhe Duration of Temporary Benefits to Remaat

Exhibit 6 dons the distribution of the length of durations

of closed pemanant partial clains with Injury dates fran 1982
through 1984 A @ ke seen an this exhibit, 1f all durations
were limited to two years, a woud ke the case uder a strict
Interpretation of the proposed law the average duration woud

ke reduced by 8%
Distribution of.d dinats by 4P Gxk

Exhibit 7 sons the distribution of claimants by 4P ook &
recorded In the WIS data bease.

It 1s notable that of claimants currently receiving fatal,
pemanent total, o tenporary total benefits, appraxinately 3o
are residing outside of Alaska.

>g‘a\/\B%ggam Compersation Information Handling System
W waere proviced with a tape of the WOIHSE V& understand  thet
It contains records of all workers' conpersation clains In
Alaska beginning from January 1 1982

-14-



In our analysis ve built a data bese consisting of pemanent
partial claims. De to limitations In tre data bese ad
difficulties associated with the ldentification of the type of
anad for those clains settled with a capramise ad release,
ve ldentified a pemanat partial claim as follows:

1 Aclaim with a paynet coce AD (i.e., scheduled
pemranent partial).

2 Aclaim with a paynet code UD (i.e., unscheduled
pemanat partial)

3 Aclaim with a paynert coce MT (L.e, nultiple paynat)
ad a body part ook 40 (i.e., Back).

W are advised by persorel at the Workers' Compersation
Division that these criteria wald fairly accurately identify
pemanent partial cases.

W note that the data lese described dooe contained aoot 80
clains for each year, while unit statistical data indicates
aoout 1,200 pemaant clains per year. Possible ressos for the
discrepancy In counts Include the brced definition of pemanent
partial wsed In the unit statistical plan, ad tre difficulty
of identifying lunp aum settlenents as pemaat partial cases.
In the WIS data bese.

S RAVEW G NI FRUIMNARY BAUATION (P B324HB32

In their prelimnary evaluation of SB2/HE3, .the NI
estimated the follomng Inpect an costs:



Tittle 3 NXJ Prelimnary Evaluation of SB32/H83:2

* "\ee of Iniuv %o0of loss Effect
atal . 1 4%
T 5
veaca Y JU L
Definitional ad System Chenges 8
Total Qorvhired Inpect 2%

HFH Fatal<Pemaat Total, ad Tenpoay Total Estimates

Tre NDJ estimated cost reductions for fatal, pemanent total,
ad tenporary total reflect the inpact of the reduction in the
nadmumweakly benefit limitation. The essential steps In the
calculation of the estimated inpect a1 costs were

(1) Develgret of an assured distribution of wage levels
using countnwice ceta ad adjusting to the actual vee
level In Alaska.

(@ UWe of countrywide data to ootain assured distributions
of the nunber of survivors in fatal cases.

(3 Calculation of total benefit costs uxker current lawv
ad uder B2/ wsing (D) ad (2).

V¥ believe this gooroach provides a reasonable estinate of the
impect of the dage In the nadmum benefit limit.  In ay
case, overall cost savings fran this dange are 0 shall that
ay variations fram the assunrptios of the calculation are
likely to hae very little inpect an overall cost estimates.



NI’ Pammaat Partial Estinstes.

The NOJ estimated cost reductions for pamanant partial reflect
the inpect of danging the besls for calculating benefits fram
the current scheduled/unscheduled nethod to the nedical InpaIMat
nethod The estinate doss mot reflect paossible chinges in
tenporary ad rehabll1tatlon benefits paid to pemanant partial
claimants. These latter changes are presunddly Included as

part of the 4% 'Definitional ad System Crange” adjustient.

Tre NOJ analysis indicates the follonng danges In pemanent
partial anad costs for different types of Injury:

Table 4 ?r%ry yrlgegtedPemarertPartlal Anad Cost date by

NJJ  Estinated
Inluv Type Uder Qurrent Law G2 Chilm—
2 §
o - |
o - ed

Thus, although the NOJ analysis Indicates very little owerall
dae In costs, there are large danges by type of injury.

Tre essential steps In the NOO calculation of the estinated
inpect an costs were

1, Davelgping an assured distribution of "ngar'* Injuries
ad their healing periods using countrywide data.

2 Developing an assuned distribution of "minor* injuries
ad their healing periods wsing countnywide data.

3 Assuring that all "™ g o’ Injuries receive 37 weds of

-17-



e ’ rehabilitation while mmno™* Injuries receive noe

4. Assuing that healing periods in Alaska are doude the
countrywice periods.

5. Estimating total benefit costs uder current ad prgoosed
lans an the basis of | through 4 for "nga* ad "sinor™
Injuries separately.

6. Carbinng the estimates for "nga’™ ad "mna’ Injuries
30 that the resulting average pemaat partial claim cost
ucker current law balances to the estinated actual average
pemanant partial claim cost in Alaska.  This step hes
the effect of nodifying the countrywide distributions to
noe closely reflect actual conditions in Alaska.

Asice fran prddens in actually estimating benefits for a
particular injury uxder the current ad praocsed lawns, the
indicated cost dange calculated by the NI nethoddagy is
very sensitive to bath the assuned length of healing period ad
the assuned current average pemarent partial claim cost. Tre
follomng table Illustrates this sensitivity:

Teble S {rereatal) CREFV G Rl QR icated by N0
ﬁ%réed Qrérlrr%nt Assned Aerage Healing Periods

38,000 +0.5% +3. 7% +1.4%
45.000 +10.9 +83 61
55.000 +15.5 +130 +10.8

Utilized by NOO in their preliminary evaluation of



Tha average, cl am cost ad healing period assunptios are
closely related to the distribution of clains by injury type.
Thus, the sensitivity In the NOJ nethodology largely results
fran the fact that the rew law produces radically different

oot changes depading an the type of Injury.

Qur analysis of data fran the Alaska Workars' Caorpersation
Information Handling System WAHS) ad fran the unit statistical
reports for Alaska emdbled s to eamre If ad howvthe key
assunptios In the NOJ analysis concerning pemanat partial
cases differ fram the actualesituation In Alaska. In particular,
ve believe the actual average antut of a pemanat partial

case, the average healing period, ad the distribution of
injuries are all noe unfavorable then assured In the NI
analysis, ad point to the conclusion that the NOJ analysis

understates the Hkely Inpect of the proposed lav an pemanant
partial cases.

V¥ estinate a likely increase of 1% Instead of 3724 by using
the N0 netihad ad a $80,000 average claim assunption W
utilized $60,000 rather then a higher value Indicated by the
data In order to judgmentally recognize the perception that
nay clains with low Inpaimrent ratings currently receive large
anarcs.  Hd ve wsed a higher value, a higher cost Indication
waud hae resulted. Thus, without considering ay danges
except the proposed revision to the calculation of pemanant
partial anards, ve estimate the follomng Inpect an average
costs:



EUTTuUulT” 8" E]L2£J2JLED

Temporary 'Disability: $20,000 $20,000
Permanent Partial Award:  IELm 3HB500 H
Total $60,000 $65500 H1%

Hence) we estimate the new law will Increase permanent partial
award costs by 186 (excluding temporary benefits). [If 1t were
desired to produce no overall Increase In award costs, the
proposed maximum for permanent partial awards should be reduced
from $240,000 to $200,0.00

In their prelimnary analysis, the NOO did not explicitly
consider the Inpect of the proposed limit of two years an
tenporary disability payrents.  As discussed earlier, ve
estimate that this limit, strictly applied, woud reduce
tenporary total disability payments to pamanant partial
claimants In the VWIS data bese by 226

Additional factors that nay affect the costs of pemanant
partialecases include:

1 Attomey Invovemrent  Under the current law about 3o of
cases Involve attorneys. Tre proposed law which beses
determinations of disability strictly an nedical evidence,
nay result In less litigation. Howewer, the rew law nay
also lead to less conpramise ad release agearents ad
litigation nay increase de to Increased potential for

regpenings.

2 Rehabl111allon Tre reform-of the rehabilitation process
nay lead to cost savings. However, these savings nay le



* offset by Increasing the H»1t a1 vocational progans fram
‘37 v§$eeks to two years.

3. Administration The cost inplications of the rew law
cepad significantly an Its administration ad the extant
to which strict adherence to its tine limits, definitions
etc. are possible.

4. Unit Statistical Pan Definition As noted earlier, not
all cases classified In unit statistical reports &
pemanent partial involve pemranent partial anards, ad
also, loss arounts Include ceirtaln attorney fees ad
paynets to rehabilitation providers, etc. This fact 1s
Implicitly recognized In our selection of an average
claim cost of $60,000 rather then higher values Indicated

by the data

Comsidering these ad other factors, ve estinate the prgoosed
lav Wil decrease tenporary benefit costs for pemanat partial
clains by 2x. To summaize, ve estimate the follomng overall

Inpect an average pemaat partial costs:

1 »

Current. P.r.pDQsed
Tenmporary Disability: $20,000 $1600 D%
Permranent Partial Anard 30,dw H.50 H3%
Total $50,000 $L500 B

H note that 1f the nadnum pemaent partial anad anout wae
reduced to $200,000 so that there wes ro net Indicated increase
In the cost of pemanent partial anards, there woudd ke a ret
Indicated decrease In pemranant partial costs of aoout 8%

21
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MC.I DfifInltiml jM JLislifl Change Es.timatfts

In their preliminary evaluation, the NOO included an adustirent
of 4% to account for aspects of the praoosed law not explicitly
evaluated. W& understand the >% wes selected by judgrent

Lsing data fran the WIHS ve were able to provice soe
quantitative nessure of the inpact an the provisions of the rew
law relating to claimants living out of state.

Caimants Living Qi of Sate

As discussed earlier, besed an the distribution of claimant's
AP eotkes In the WIS data bese, approxinately 3%6 of clainants
row receiving tenpoary total, fatal, o pemarent partial
benefits reside au of state.

W judgmentally estinate that benefits for outof state clainants
are reduced by B udker the prgoosed law ad that 0 of all
claimants are affected. This Inplied a 96 (- 2% x .25 reduction

In terporary total, fatal, ad pemaent total benefit costs.

Tre assunption that 2% of claimants will receive reduced benefits
rather then 3% as Indicated by the VIS datais to recognize
that 1f the rew law 1s Inplenentedthe percentage of ot of state
claimants is Hkely to drgp as claimants lose an Incentive to
leave Alaska.

6 HR ESTIMATE CG3BT IMPACT O SB32/HB3R2
H estimite the follo»lng Inpect an costs:
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Ve thus believe the pragoosed law Is likely to have little owverall

inmpect an total costs.

W note the follomng:

1 If the prgoosed pemaat partial anad nadnumware
reduced to $200,000, ve estinate there woud likely ke .

little overall dae In pomaat partial anad costs
fram present levels, ad overall costs of the pogam
would ke reduced by doout 6%

2 W& believe ve hae Inplicitly factored into our estinates
all aspects of B32/HEE2 identified earlier as Inmpecting

Costs.

3 The estimates aoowe anticipate strict adherence to the
provisons of S8322/HB3:2

4. \ again stress that the proposed refom of pemarnent

* noacwTio*; inc.-----------mm-- consuutiwo actuaaic?®--—---



partial benefits 1s difficult to estimate accurately ad
weoeliewe' there 1s comsiderable risk that significant
variances from aur projections exist.

5 It rast ke recognized that there 1s significant
— variability in ay actuarial estlroate of future workers*

. comparsation costs, ad that variations fram estinates
presented In this report are likely.

AcKmlaUaincnts

V¥ waud like to take this gpportunity to exoress our thanks

to Hses. Hasen ad MoCHhtock of the Alaska Workers® Caparsation
Division, ad the NDJ for their cooperation provided throughout
this analysis.

V& weloore the opportunity to discuss this analysis In greater
detail as the nead arises.
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COMPASS Article
Workers = Comp Reform
Labor Perspective by Robert Anders

Workers *Comp Reform: An Employee ™ Perspective

Workers * compensation should be exactly what those two
words describe. It is not lawyer, doctor, chiropractor or
vocational rehabilitation compensation. The system was designed
to compensate an injured worker for lost time and wages and to
help return an employee back to productive work. In Alaska,
that system is failing.

Realizing that Alaskan employers pay an extremely high
rate for workers Zcomp coverage, labor representatives worked
cooperatively with management to search for ways to lower the
cost of insurance for employers while improving the system for
injured workers. The proposed bill before the legislature
accomplishes that goal.

The process followed in preparing the current proposal
was one of give and take. Both sides brought their specific
goals and issues to the table and negotiations over very
sensitive 1issues became strained at points.

The end result has proven what the real meaning of
iabor-management cooperation is all about. Working together to
solve problems and improve the system for both in the process
has truly resulted in a win-win situation for labor and

management.

- more -
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From labor % perspective the bill provides many benefits.
The minimum weekly benefit will be raised from $110 to $154
while the maximum will be dropped from $1100 to $700. Labor
feels this is necessary to better provide for individuals at the
low end of the scale.

Out of 365 permanent partial disability cases in 1985,
only 11 were able to claim over $700 per week. The vast
majority of cases come at the low end. By raising minimums we
will be able to provide assistance for those who most need it.
The bill will also authorize vested pension and profit sharing
benefits to be included when determining an average weekly wage.

The changes proposed in the permanent partial disability
rating structure will significantly increase payments to the
more severly injured workers while putting reasonable time
limits on the length of time some benefits may be paid.

Employer disputes over who 1is responsible to pay claims
can cost an employee their life savings, home and possessions.
The proposed legislation would reduce the effects of those
disputes on the worker by requiring the last employer of a
worker to pay claims until a dispute is resolved. This will
ensure worker ¥ that they are quickly and adequately

compensated.

The bill would prohibit discrimination against workers
who have fTiled workers®™ compensation claims.

Vocational rehabilitation was an area labor and
management both felt was necessary to change. The bill would

make acceptance of rehabilitation services voluntary rather than

mandatory.



First, under the present system it estimated that many
of those who enter a rehabilitation plan return to their prior
occupation or an occupation of their choosing as is evidenced by
the fact that 90 percent of all compromise and release
agreements waive vocational rehabilitation.

Second, when carriers control a mandatory rehabilitation
system that ™ tied to the claims process, as 1is done now, ther”
are abuses on both sides and a lack of trust which results 1in
program failure.

Labor supports a voluntary program which takes service
provider selection away from the carriers and removes it from
the claims process. The end result should be more cooperation
from the injured worker and those providing l-ehabilitation
services, less litigation and lower costs.

The injured worker will have control over the
rehabilitation plan along with a quick method to resolve
disputes over how the plan is carried out.

Labor agreed with management that language to preven>, an
avalanche of stress claims is necessary. This bill would
provide adequate guidelines necessary to make these
determinations. Without this preventative measure, we Te going
to see the floodgates to stress claims open causing further rate
hikes and lost jobs.

Labor also supports denial of benefits to an employee who
knowingly misrepresents his physical condition prior to
employment. ITf an employee withholds information, he could be
endangering himself or others since, it™ not known what duties

that employee may be required to perform.



Labor®s belief in supporting these and other changes 1is
that a greater portion of worker compensation dollars will be
directly allocated to injured workers while providing for a cost
effective, equitable program which provides 1incentive for
injured workers to return to work.

As expected, some attorneys and members of the medical
profession have criticized our efforts because we focused our
concerns on the litigation and disputes that are presently built
into the system. I would hope that reasonable minds would put
concerns for injured worker 3 ahead of vested financial interests
such as those which are held by the critics of our efforts.

In proposing the changes now before legislators, both
labor and management realized some major issues are yet to be
addressed. Both parties agree the process to reform the current
system must continue. The complexity of the issue will require

our cooperative, ongoing effort in the years ahead but we are

off to a positive beginning.
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RESIDUAL MARKET RATE DIFFERENTIAL

The loss experience of the reinsurance pools has been higher than voluntary
market for many years in almost every state. This is as would be expected
since, on average, company underwriters are able to identify the better
insureds.

The assigned risk plan operated by NCCI provides a mechanism for all employers
to obtain workers compensation insurance. The reinsurance pools have been
developed for carriers to spread the average loss experience to each carrier
equally. Carriers writing 99.9% of the workers compensation-insurance in Pool
states are in the National Reinsurance Pool. A comparison of the loss ratio
(incurred losses r standard premium) of the reinsurance pools to the voluntary
market loss ratio consistently shows the assigned risks have higher loss
ratios.

An assigned risk in Alaska is currently surcharged 10% above the rate for
workers compensation as a voluntary risk (15% for aircraft classifications).
This surcharge does not fully compensate for the increased losses,- therefore
the voluntary risks are subsidizing the assigned risks' losses. The residual
market rate differential is intended to more accurately distribute the workers
compensation losses among the voluntarJ and residual markets. This is accom-
plished through the use of a selected differential of 20%. The increase in
premium due to the change from a 10% surcharge to a 20% differential is 9.1%,
(1.091 = 1.200 t 1.100). The actual indication in Alaska is 37%. The country-
wide indication is a 50% differentia'l. In addition to reducing the subsidy of
the residual market by the voluntary market, the residual market rate differen-
tial will allow substandard risks to be written voluntarily at a rate between
the voluntary rate and the residual market rate. This will reduce the number
of assigned risks.

The volume and loss ratio of the residual market tend to fluctuate over time.
However, the residual market rate differential is intended to remain constant
over time. The selected value of 20%, lower than the indication in almost
every state, will be proposedto be in effect untilfurther r 'tice. The
voluntary rates will be lowered to reflect the effect o" the differential. The
reduction involuntary rates depends on the approvedresidual market rate
differential and the projected residual market premiumshare. The {.»-ojected
residual market premium share is 6.6%. This is the largest residual market
premium share of the latest four policy years. The selection of the largest
market share is intended to reflect the recent growth in the number of assigned
risks.  However, this program is expected to reduce the number of assigned
risks. Therefore, as experience under this program accumulates, the average
market share will replace theabove estimate in thedetermination of the
voluntary rate reduction.

For the current Alaska filing, the voluntary rate offset is .994 (-0.6%).
Therefore, the voluntary market premium level change needed is +13.8% (1.138 =

1.145 x .994). The residual market premium level change need is +24.2% (1.242
= 1.138 x 1.091).

053786-AK-0001.0.0
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Attached are the following exhibits:

1. Alaska Indicated Differential
2. Countrywide Indicated Differential
3. Calculation of the Voluntary Rate Offset

053786-AK
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ALASKA
Assigned Risk Experience Compared with Voluntary Experience
Policy Years 1981 through 1984 as of December 31, 1985
(Undeveloped)

Earned Premiums

Amount % of Voluntary
All Fisks 523,164,193
Assigned Risks 23,121,787 4.62
Voluntary Risks 500,042,406 0
Losses Incurred
Amount % of Voluntary
All Risks 280,814,743
Assigned Risks 16,714,082 6.33°
Voluntary Risks 264,100,661 100.00°
Indicated Differential for Assigned Risks
1 Assigned Risk Losses as a Percent of Voluntary 6.33°
# 2. Assigned Risk Premiums as a Percent of Voluntary 4.62°
3. Indicated Differential (1)/(2) 1.37
4. National Council State # Indicated Differential 1.50
(From Exhibit 2)
5. Formula Indication (See Note) 1.44
6. Selected Differential 1.20
Note:

Formula = State Indicated Differential * Z +
(1-Z) * National Council States # Indicated Differential

where Z = State Assigned Risk Premium (millions)
State Assigned Risk Premium (millions) + 25.0

# F-ccludes states with State Funds and Open Competition states.

053786-AK

© X ;6 National Council on Compensation Insurance.
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Exhibit 2

Countrywide*

Residual Market Experience Compared with Voluntary Experience

Policy Years 1981 through 1933 valued as of December 31, 1984

Countrywide
Residual Market
Voluntary

(Undeveloped)

Standard Earned Premiums

Amount Percent of Voluntary
(000)
12,143,967
845,638 7.48%
11,298,329 100.00%

Incurred Losses

Amount Percent of Voluntary
(000)
Countrywide 7,536,907
Residual Market 761,812 11.24%
Voluntary 6,775,095 100.00%
Indicated Differential for Residual Market Experience
1. Residual Market Losses @s Percent of Voluntary 11.24%
2. Residual Market Premiums as Percent of Voluntary 7.48%
3. Indicated Differential (1)*(2) 1.50
Excludes: States with State Funds

#

© 1988 Netlonel Council on Compensation Insurance.

States with Competitive Rating Laws
States not

in the National Reinsurance Pool

053786-AK
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ALASKA

Calculation of Voluntary Rate Offset

Formula: R x V x 1.091 + (1 - R) x V = 1.00

where: R = Residual Market Premium Share = 6.6%
V = Voluntary Rate Offset
(-066)(V)(1.091) + (@ ~-.066) (V) = 1.000
«072V + .934V = 1.000
1.006V = 1.000
V = .994
Voluntary Rate Offset =-0.6%

053786-AK-0005.0.0

© 1986 National Council on Compensation Insurance.
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Exhibit 3

. Filai [INJURY :
"Data:. - W]B 205437
Titlai Alaska Barbara Coapti«C*tion
" Diatr*lbutlon of Ptraanan; Partial CUiat By Injurtd Body Part
Data F"roo Tht Alaska Horktrc Caapanaatlen Intonation Handling lyataa

(January 1918)

v o aell ol e

Part r

Othor |
Can
Ey»»
Htad
Hack
Hand

Flngara

Ara

Bock

Dthar Trunk
Foot

Toaa

# Hulti;?g 00
Totali 3476 1027 %‘ 2,627

X




Filn T'MURY »
Datai , 02/00/BB 20154 k37
Titlti Coapariaon of Tht Diotribution of
Ponanint Partial Injurltt ly Body Part
In Tha Alaska Merkort Coapinsation Inforattion
Handling Byttaa And That laplleity Usod By Tha
NCCl In Thtir Praiiiinary Evaluation Of B8322/HB352,

Body

Part NCIH1 NCCI
Othor 32 42
Ear* 02 12
Eyao - 12 12
Hoad 12 22
Hack 12 12
Hand 72. 162

Flngara 152 222 .

An 52 ft!
Back 272 222
Othor Trunk 42 12

Foot 42 42
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% teck m 14734 1AL
12 Dhr Tuk 3 15m W 121
Q Fiat it 7412 w 1
12 Tow 4 Al 3 11
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Tadli m3 51,274 H
13 Qtter 24 2041 i) -l
8 Br» ) @) ~ —
8 Hm U 1414 a m
3B terd 3 2041 40 2011
B3 teck 4 3412 30 41
B3 tend 5 7114 1% &l
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tz Ao 4 10713 i /il
IT teck 111 1154 5 144
13 Oter Tiuk 3 15471 42 %0
13 Foa 4 1446 21 871
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B lie 12 32,3 25 mn
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KBS CRTS OH. INC.---mmmmmmmmm- ONmUUTINO aCTUANIC*



Aexl | #

p»9* 2 of 4
Filti KF14
Nte> 02/M/If 20)53)02
n Titlel Ainu lerkeri CetpemtIP Px»r*»eflt fviix\
%W Oita Fro* Aliiki Nrktf* CeNtmttot IMrMtlei KmkllU? *r»t»i

(Jvuury [Ifftj
bllitiTf fr*itIM» Cf Mffirmt W rit* Fer Wife U tility

(totti luritiMI rt It Uy*»

@ @ €) @ m “

Nerife

Total ™

IAj«ry My Citit TO NrttiM lilitivity

THr firt t*J*t Nritiet 449)/15) (5)/Total (51
14 Other 21 3441 173 m
14 Cin 1 1 0 01
M Be* 7 2221 3m 111
14 Htid 5 2,272 454 o1
14 Nek 3 246 n 251
14 Hind 4! 1171 203 511
14 Fiefer* Id 10,4 100 211
14 Art 27 5,541 317 101
14 kck m 111,134 403 1721
14 Other Trunk 5 20,471 371 ion
14 Feet 4 11,341 277 nm
o Toe* 1 751 13 2711
14 L«f 144 31,111 245 731
14 Nltipl* ) 25,071 44 1371

Totili 2 253,421 33!
® Ditor 21 1,110 14 301
15 Eir* 3 137 4 141
» Be* 1 1,437 206 721
B Held 3 512 1 401
IS Nek 1 714 714 11
IS Kind 57 10412 14 451
15 Filler* IN 11,405 id 31
IS Art 31 11,100 215 1001
IS lick 114 14,044 443 1421
IS Other Trtni 33 10,511 311 u2
IS Foot 41 12,074 2 MI
IS Ton 4 474 111 471
IS uf 120 21,575 21 141
13 Kultipl* A 14,044 3 1371

. ToUli 445 111,573 215
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14 Art
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86 Fact
14 Tow
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34 Kultiplt

Total
37 Dtkar
17 Eari
17 Eyti
17 Ktid
17 Hack
17 Hink
17 Fiiftfi
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17 lack
17 ifthr Trank
37 Foot
37 lota
17 Uj
17 Rvltiflf
Total*
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FiJtl REP14
8Hut mnm 201S3i02
Titlll Alatki tofluri Ctapauti* Frwawt Fartlll
tiu Frto 41i»)t'lrk«fg Caatmutla* lirfaraatiwv Kw4)Jat fiyftta
, . )UMT1 19tft
ftilatlvf OritiNf H WHrwt InUelw Far 81th Siukility tadri
Motn Ouritlaw art in <iya>

@ @ dl ) ©) 4
frvriwp
Total TO
l«Jary My Hail no <« hritIM lalitlvity
fur Part OvAt taritioa 40)/(3) (3)/Tati) <&l
«M7 frtbr 88 11,888 123 a1
2-C7 tiff 8 14 24 8L
&*47 lyo» Sl 7431 14* m
12417 IHi( 20 1,342 411 131
12%17 iKt n' 7,455 414 13711
12-87 Kind 240 47,802 0 *1
12417 Fiaftri 520 50,8*8 & N
12%17 Art 12 43,051 250 13
82*17 lack 1% 454,1%4 510 1781
12*17  Other Trunk 183 *5,715 Al 13
1287 Foot 204 47,112 24 gt
82*17 Tom 0 2,424 u 211
62-87 Laf m 142,414 235 akk
82+87 Nultlpli 247 112,834 437 1311
Totill 3,327 1,004,830 02
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Filit MMT10R
, Petti 02/04/11 ' 20i51i94
Tit»1 Uilkl IWKIFI CMFNMtiM foaAMFIt Plftlal
* fctrctiM »f iMfr'a%tHlti lactind ly CUIMata
InjirH lir im-*4 ) DiutUlty h Km Eatfrf.
Nil Ff» The UiiU tarkiri CaapMUtIM IriirMtiM H{*41t>f Ifitu
(Imury Iftt)

Dtmiwnw of nmnt of cuiwri iy matin of totwart k « fjtb

iiMfcor »f Y¢»n Taaparary Im afit> faii

I»Jury .
Ynr H 12 ] >3 Total
If12 537 120 52 4 773
om: 52 101 10 51 724
9w ATS 112 5* 9 2
1574 133 151 jis7} 2219
K\NL TOTAL DURATION OF TCWMI IWFW
Nuabir  Yiart Twpxiry SnHIti faii
01 1-2 2-3 >3 Total
m 2 *4,712 40,425 45,512 71,147 231,27
IH3 *2,595 53,273 43,501 I1B,444 246,042
1984 53,147 59,542 50,017 90,453 233479

112,434 173,440 139,107 237,74* 752,947

ACTUAL TOTAL DURATION Of TEAPWARY TOEFITB LITilTU TO TNC TEARS PER CIALAMT

* Muabrr of Yuri Ttopprsry Jmfiti Pii4
4-1 1-2 2-3 >3 Total
1912 *4,712 40,425 37.4*0 32,120 197,417
1913 *2,595 53,273 34,5)0 37,230 119,598
1984 53,347 39,542 49,910 43,070 194,639
112,454 173,440 115,340 112,420 563,154

KXT o n  LIATATCOM
(tatir of Yiiri Inporry

>3 i

Pm
T
4

*KALUMAN + nOIKMTION, IN&----——CQNmULTIMB ACTUARIII*

04} r
" i
. X

m ik

i¢



bits*** 02/ 10/%%

Alaska Borksrs CassvnM.tlsn
Distribution o* CUiaants®™ 2IP Codas [
Data iron Iht Alaska Norkars Coapansatien IMeraatlon lystia (January 1911)

9f v @) ®) ) ©)
Opan*
1P Ptrsantnt Taaporary Total Distribution
Coda Fatal Total Total U)4(2)*<3) o< (4
e-Mmm e e et S —
Alaska 45 11 BB4 942 493
9 21 2 234 240 19X
B 4 1 49 54 41
7 3 2 34 41 33
4 0 (o] 4 4 03
5 0 1 33 34 23
4 3 0 7 10 13
S J 0 11 12 13
2 2 1 4 7 13
I | -0 4 5 03
0 0 0 3 3 03
Total i 100 19 1,273 1,392

Kctai * Optn mDisability not tnded.
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Reasons for Differences - Board/Croft Graphs

Both Mr. Croft"s and the Board®"s comparative analysis graphs show increases
in the number of days"™ to resolve workers®" compensation disputes from 1985
to 1987. However, a recap of the steps 1iIn the Board"s hearing process
clearly shows that the more substantial delays are the result of action or
inaction by the parties, i.e. claimant, claimant®s attorney, defendant,
defendant®s attorney.

If it was Mr. Croft"s intent to show the overall delays in the system,
including those caused by the parties, then his graphs are helpful in the
Legislature®s analysis of delays in the workers®™ compensation system as a

whole. However, if it was his intent, as implied in his January 29, 1988
testimony before the Joint House/Senate Labor and Commerce Committee, to
illustrate Board delays his charts are misleading. The Committee will

recall that Mr. Croft was specially asked how his data was computed.

1. Mr. Croft states in Chart #3 that he used '"the 60 cases decided
between October and December 31, 1987. As shown on the Board"s
chart, the Board issued 103 decisions during this time period. (The
Board®"s total does not include Board actions or oral decisions on
procedural matters). In 1985 the Board issued 74 decisions.
Therefore, fewer cases are included in Mr. Croft"s analysis than in
the Board's.

2. Scheduling of prehearing dates are at the request of the parties,
subject to a 20-30 day prehearing docket. Column 111 of the Board"s
chart, for instance, shows cases iIn which Statements were filed 153

and 190 days before a prehearing was ever requested. To the extreme,
one case shows a statement Tfiled 1in 1981, but no prehearing was
requested until 1987. It is unknown how Mr. Croft included data on

this type of case.

The days shown in Column 11l reflect scheduling records for prehearing
dates requested by the parties. Realistically, a prehearing can be
held within 20-30 days of request, but for the purpose of this
analysis the numbers reflected in the records have been used.

3. Mr. Croft apparently used the time period betv. .en the 1st prehearing

to hearing to show delays 1in obtaining a hearing date. The Board®s
chart, Column V shows that 21 prehearings were held in one case, and
as many as 8 to 10 prehearing in other cases. Therefore, the time

period between the Tfirst prehearing on a case and the regular hearing
is not indicative of actual delays in the system by either the Board
or parties. In many cases, the prehearing resolved the particular
dispute and there was no need for a hearing until another dispute
arose.



Mr. Croft"s graph also does not taken into consideration cancellations
or continuances on scheduled hearings. The following shows the number
of hearings scheduled, heard, settled and continued iIn Anchorage
during 1987.

# Cases Scheduled 875

# Heard 173 (2025)
# Settled 311 (35%)
It continued 393  (45%)

Croft"s-Hearing Record:

r Cases Scheduled 211

# Heard 25  (13%)
# Settled 88 (43%)
# Continued 92 (44%)

As an example, a hearing on case #325152 was requested on March 27,
1987; prehearing held on April 30, 1987; 1st available hearing date
May 19, 1987; hearing scheduled June 30, 1987; case continued to July
14, 1987; continued again to September 8, 1987. How are these hearing
dates reflected in Mr. Croft"s chart?

4. Mr. Croft®"s chart shows the delays in issuance of Board Decision and
Orders from the Regular Hearing Date to the date the decision and
order was 1issued; however, fails to include data on the number of days
the record was held open at the parties®™ request. The 1Increased
number of daysshown on his chart are illustrative of the increasing
number of days(717) on 27 cases held open in 1987 over the number of
days (91) on b5cases in 1985, which were the result of the parties”
requests. The Board®"s chart shows the number of days from Record
Closure to decision and order, and also shows those cases where the
Board®"s decisions wire issued past the 30 days statutory time period
(35 cases in 1985/38 cases in 1987).

The proposed amendment to AS 23.30.110(c) addresses the delay problems
being experienced by the parties, 1i.e., injured workers and employers, and
the docketing problems for the Alaska Workers®™ Compensation Board.
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Board Recap of October, November, December 1985 and 1987 Cases

1V:

VI:

VII:

Workers® Compensation Case Number
Claimant®s Last Name

Number of days between claimant®"s filing of the last State-
ment of Readiness to Proceed to 1st prehearing.

The Statement of Readiness to Proceed initiates Board action
only to the extent that a prehearing is scheduled on a date
specified by the parties. Currently, prehearings can be
scheduled within time periods of 20-30 days, with shorter
time periods available for hardship cases or if the parties
agree to short notice.

Time frames in this column reflect the scheduling requests
of the parties, not the scheduling efforts of the Board"s
prehearing officers.

Number of Statements of Readiness to Proceed filedon case.

This column shows the total number of Statements filed
throughout the history of the claim on various issues, many
of which are settled before a Board hearing is scheduled.

Number of prehearings scheduled on case.

This column shows the total number of prehearings scheduled
on a case, many of which resolve disputed issues at this
level.

Number of Hearing Dates assigned to case.

This column shows the total number of Board hearing dates
scheduled that resulted 1in cancellations, continuances or
hearings.

Number of days from Last prehearing to 1stavailablehearing
date.

Hearing dates are scheduled at the specific request and
convenience of the parties, subject to availability on the
Board®"s hearing dockets.

As noted, hearings can often be set at an earlier date, but
are scheduled for a later date when parties request longer

time frames. Statewide, the Board is docketed through May
and June, however, many of the docketed cases will be
cancelled or continued. Hardship cases can be docketed

within 30 days or less as can cases in which the parties
agree to short notice.



Column VIII:

8a:

This column shows the number of days Board hearing dates
were extended at the specific request of the parties and
also shows those cases decided on the record and on written
briefs. (Briefed cases are not included in totals shown on
comparative analysis graphs).

Number of days from Close of Hearing Record to D&O.

This column reflects the number of days for the Board to
issue its Decision and Order after the close of the hearing
record.

As noted, the hearing record is often left open at the
specific request of the parties to supplement the record
with briefs, depositions or further evidence. The Board can
only decide the disputed and issue its decision after all
hearing materials have been submitted and the official
record closes.

This column shows the number of days issua.ice of the Board"s
decision and orders were extended at the specific request of
the parties in order to supplement the hearing record.



Oct, Nov, Dec. 1987

| 11 1l v \Y Vi VIl Ta VIl 8a
No. Days No. Days from Last PH to No. Days Close of Record
Claim SRP to No. No. No. Hearing 1st Available Hearing Date to D&O
No. Name 1st PH SRP"s PH": Dates (Date Heard/Comments) (Hearing Date to D&O)
707899 Sawvell 57 1 1 1 12 48 (60)
100135 Griffith 53 4 7 3 14 (Briefs) 41
624921 Gilbert 21 1 1 1 44 42 CD)
101827 Dukowi tz 47 4 8 11 96 32 (43)
326609 Gal brai th 43 1 3 1 105 72 99)
509799 Hawkins 57 2 5 3 14 (Briefs) 30
625770 Morrison 35 1 1 2 14 (Briefs) 30
313079 Pugh 51 5 6 5 92 (120) 70
602445 Strahmann 22 3 1 3 85 (196) 19 34)
627181 Conner 11 2 1 1 14 (Briefs) 8
514557 Hintsala 53 4 5 4 81 20
615133 Robertson 27 1 1 1 96 20
622089) Warrick 11 1 4 1 93 8 (16)
622090)
424570 Gernandt 19 2 5 2 59 (Briefs) 62
101651 PohlIman 87 2 4 6 87 29
514783 Wainscott 22 3 4 3 59 78 (106)
617690 Kuharich 73 2 1 2 44 3 (10)
615912 Alderson 47 3 8 3 14 (Briefs) 61
101462 Stovall 85 4 3 3 2 (71) (Briefs) 56
512883 Tuthill 134 1 2 3 9 (122) (Briefs) 68
318098 Ousley 25 4 3 2 30 (57) (Briefs) 99
427839 Kramer 62 3 6 3 17 84
531783 Gossett 23 2 3 2 46 118
431363 Osborne (27 days to Hrg) 1 0 1 27 (Briefs) 7
705108 Lawson 93 1 1 1 56 31
325152 Aumiller 28 3 2 3 20 (131) (Briefs) 7
328279 Barry 33 2 2 1 29 (Briefs) 28728
517845 Hunt 36 1 2 2 65 345 22
215571 Davis 65 1 1 14 (Briefs) 29
526071 Millwood (14 days to Hrg) 14 (Briefs) 29
100427 Phi 11ips (File in court) 14 (Briefs) 29
401807 Ostby 43 2 2 5 117 (145) 31
10126b Hill (1981) 1 1 1 31 (1987) 33
702689 Brookins 33 1 1 2 109 73) 13



Oct, Nov, Dec. 1987

1 i1 i v \% Vi VIl 7a \ARR 8a
No. Days No. Days from Last PH to No. Days Close of Record
Claim SRP to No. No. No. Hearing 1st Available Hearing Drte to D&O
No. Name 1st PH SRP*"s PH"s Dates. __ (Date Heard/Comments) (Hearing Date to D&O)
517702) Svejkovsky 28 2 2 1 94 50 @9
620761)
101396 Bailey 28 3 4 2 49 2 29
319502 Hardy a7 3 3 4 68 (264) 79 (105)
421557 Eckman 45 3 2 5 92 (220) 14
513922 Galindo 65 2 2 2 95 6 an
715452 Wilkerson 4 1 1 1 45 10
620467 Bruns 42 2 2 3 14 (Briefs) 83
224248 Tilghman 20 1 1 2 87 (116) 12
323506 Lane 37 4 4 1 13 (Briefs) 29
402405 Epperson 20 5 6 5 107 17
101862 Rapp 153 1 1 1 87 76
219459 King 54 5 10 5 85 7
218424 Lucas 28 2 2 1 108 22
414378 Starr 29 3 6 1 102 51 (80)
621295 Woods 37 1 1 1 101 26 (109)
506910 Cook 39 6 4 4 14 (Briefs) 27
507721 Thornton 42 2 3 1 14 (Briefs) 28
421658 MiHer 21 2 3 2 107 (135) 31
505753) Bell 32 2 9 5 49 (180) 7
522069)
410173 Gillen 121 2 3 2 90 78
627451 Haskins 23 2 2 1 102 (108) 24 * (64)
704925 Scales 30 1 1 2 61 (106) 49
627534 Douglas 36 2 2 2 29 14
619904 Fischer 24 1 1 1 29 81
425369 Moretz (Superior Court Remand) 1 49 (Briefs) 35
615385 Ford 28 3 3 3 22 30 G
509455 Harris 14 6 2 2 17 (Briefs) 85
301102 Johnson 51 4 5 2 89 (115) 30
301087 Castleberry 46 8 6 8 36 (134) 35
424779 Bassett 65 2 2 1 19 152 (164)
619959 Chmela 32 1 1 1 108 (139) 94
410421 Schwab 40 24 (Briefs) 23
620053 Scott 22 1 1 1 65 (351) 12
-2-



Oct, Nov, Dec. 1987

] i v Vi VI (AR 8a
No. No. Days from Last PH to No. Days Close of Record
Claim SRP to No. No. No. Hea 1st Available Hearing Date to D&O
No. Name 1st PH SRP"s PH’s Dates (Date Heard/Comments) (Hearing Date to D&O)
607585 Smith 73 1 2 1 82 (108) 22 @G7)
708627) Ince 89 1 2 1 65 15
511015)
509536 Jones 1 3 4 3 95 (185) 5 (18)
315000 Phelan 56 5 6 5 114 Q77 5
101171 Munson (1983) 4 6 8 65 (158) 188
500125) Carlson 17 2 3 3 36 28 (43)
707992)
524424) McMahon 47 4 2 2 35 15
501099)
101784 Sherrod 8 1 6 3 23 (Briefs) 19
213136 Cessnun 55 2 2 1 14 (Briefs) 151
709187 Cortay 20 1 1 1 52 53
704308 Cortay 12 1 1 1 59 56
101258 Odom (1983) 3 1 2 56 (Board Reopened) 21 (146)
203244 Moran 26 3 2 3 69 22
529939) Earv/ood 44 1 4 3 39 9 (38)
622925)
305966 Mendez 44 3 3 3 35 29
513982 Oowens 17 1 3 1 83 21
100253) MiHer 34 7 9 1 26 (Briefs) 9
220551)
431391 Hayes 55 1 1 1 103 (142) 36 (50)
624999 Nichols 46 1 1 1 58 30
623352 Woodward 46 1 1 1 58 30
319152 Rock 25 5 3 1 21 (Briefs) 93
206851 Cuffe 31 3 6 62 34
431462 Turnbull 29 1 3 1 89 (113) 26
101449 Crouch 29 3 4 16 (Briefs) 7
209520 Alles 53 2 3 1 7 (Briefs) 8
42655 Fernandez 59 3 1 1 61 8
511182 Urioste 50 2 2 78 (202) 23
621897 Patterson 27 3 2 1 21 12 (40)
701714 Brooks 27 1 2 30 (90) 14 (28)
620457 Hopkins 53 1 2 1 70 15
421830 MacMartin 77 1 1 1 71 15



Claim
No.

623535
501855
602403
601434

»

Name
Miller
Grove

Nickerson
Stockley

TOTALS:

AVERAGES:

11
No. Days
SRP to
1st PH

43
145

23
117

9574177

43.97

No.
SRP*"s

WNWN

\" Vi
No. No. Hearing
PH"s Dates

2

1

4

2

-3.1-

1987

VI 7a VIl 8a
No. Days from Last PH to No. Days Close of Record
1st Available Hearing Date to D&O
(Date Heard/Comments)__ (Hearing Date to D&O)

91 23 @G7)
98 (126) 29 72)
78 22
14 (Briefs) 15

w/Briefed Cases w/o Briefed Cases
102/5668 (73/5114) 10373812 (4529)

55.57 (70.05) 37.01 (43.97)



Oct, Nov, Dec. 1985

| ] 11 v \Y \ VI 7a \ARR 8a
No. Days No. Days from Last PH to No. Days Close of Record
riaim SRP to No. No. No. Hearing 1st Available Hearing Date co D&O
No. Name 1st PH SRP"s PH"s Dates (Date Heard/Comments) ____(Hearing Date to D&O)
429989 Ensley 37 1 2 1 55 (63) 25
100960 Money (18 days to Hrg) 2 0 1 18 (Briefs) 33
420471 Davis 43 1 2 1 67 34
101063) Smi th Superior Court Remanded 24 14 (Briefs) 43
101178
321760 Connolly 34 3 2 2 14 r?ﬂefs) 21
300501 Parenteo.u 78 4 4 3 35 (82) 32
422406 Scholl 19 2 1 2 24 (Briefs) 34
215673) Seymour 65 6 5 8 64 34
21492?)
100598 Eggleston 51 1 6 7 14 (Briefs) 42
504217 Osborn 43 1 1 1 57 48
100568)
227824 Stephens (1981) 3 4 6 14 (Briefs) 23
101473) Wade 15 3 4 5 10 (95) 42
227574
101663 Stites 41 3 2 5 23 40
315538) Beebe 32 2 2 2 63 42
320596)
302161 Kinter 48 8 6 4 30 (66) 51
502860 Smith 69 3 2 4 31 60
100743 Newton (30 days to Hrg) 2 0 5 14 (Briefs) 19
428078) Davis 21 2 5 4 62 22
100843 VonAlvensleben 35 2 3 4 14 (Briefs) 21
213235) Willis 62 3 6 5 66 35
304273)
312752)
426267)
503729 Hogan 36 1 1 1 51 (80) 37 (50)
401155 Garcia 116 2 2 2 63 11
100427 Phillips 125 1 2 1 30 63 (69)
101061 Keyes 40 1 1 5 31 (114) 43 (72)
216721 Aragon (33 days to Hrg) 1 0 1 3;’% (Briefs) 15
422429 Standord 22 2 1 2 7 . 15
516560 Sullivan 24 1 1 1 34 7
202965 Baker 36 2 2 3 59 (76) 6 (22)



Oct, Nov, Dec. 1985

| 11 111 1v Vv \4| Vil 7a \ARN 8a
No. Days No. Days from Last PH to No. Days Close of Record
Claim SRP to No. No. No. Hearing 1st Available Hearing Date to D&O
Mo. Name 1st PH SRP*"s PH"s Dates (Date Heard/Comments) (Hearing Date to D&O)
101787 Hester (70 days to Hrg) 1 0 2 14 (Briefs) 6
101707? Kincaid (100 days to Hrg) 1 0 1 29 (Briefs) 40
415670 McClure 14 4 3 7 23 (Briefs) 40
330505 Brossow 13 5 6 6 53 19
506480 Williams 35 6 7 7 16 (58) 43
204055 Lev/is 62 1 1 1 14 (Briefs) 30
405876 Standley 22 2 3 2 7 (Briefs) 30
207923 Thompson 157 1 2 1 51 19
101705 Eldridge 190 3 1 2 14 (Briefs) 15
100843 Estabrook 39 4 8 3 11 (Briets) 36
311130 Ribeiro 48 3 4 3 14 29
425395 Taylor 22 1 1 1 30 15
509455 Harris 14 1 1 2 14 20
429257 Landresse 58 1 1 2 65 227) 30
400607 Sutton 39 2 2 2 52 30
413328 Eby 36 2 3 2 41 (75) 3
326905) Fahlsing 52 1 1 1 20 72
405854)
101662 Hewitt (18 days to Hrg) 1 0 1 14 (Briefs) 16
100528 Fitzgerald 47 1 1 1 25 43
325002 Morrison 66 2 2 2 14 (Briefs) 30
402362 Shannon 62 1 2 2 14 (84) (Briefs) 35
204915 Donovan 36 4 4 3 37 30
101712 Shippy 23 4 3 4 14 (Briefs) 51
101794 Zeddies (45 days to Hrg) 1 0 1 45 (Briefs) 43
328505 Day 62 4 5 4 44 @87) 30 (57
203498 Giles 20 1 4 3 14 (Briefs) 16
514403 Marl 1 7 6 4 4 64 (105) 40
101458 Engfer (1979) 4 3 10 14 (Briefs) 30
220243 Gray 236 3 3 2 56 34
405269 Harding 16 1 1 2 43 (50) 27
101530) Losky 36 3 3 6 53 14
318827)
219459 King 53 6 11 30 (Briefs) 26
507089 Goodwi n 43 4 3 4 23 22
101026) Spurl in 36 5 6 4 14 (Briefs) 40

300928)



Oct, Nov, Dec. 1985

1 1 11 v \% Vi Vil 7a VIill 8a
No. Days No. Days from Last PH to No. Days Close of Record

Claim SRP to No. No. No. Hearing 1st Available Hearing Date to D&O
No.- Name 1st PH SRP"s PH"s Dates (Date Heard/Comments) (Hearing Date to D&O)
100212 Rowe (1981) 5 4 10 36 29
100366 James (1979) 7 2 7 30 (Briefs) 31
100716 Marick 29 4 2 5 62 31
100241 Stites 40 1 2 1 1 (Briefs) 17
100253 Miller 34 7 9 1 14 (Briefs) 20
101726) Gertsch 7 3 5 5 49 53
330639)
402424 Green 20 2 2 2 14 (Briefs) 28
101639 Beauchamp 42 5 8 6 38 (Briefs) 8
205812 McClain 41 4 4 5 37 49
101524 Stoeffen 30 2 3 3 65 (Briefs) 2
101268 Diamond 29 3 6 2 30 (Briefs) 36
502828) Rudolph 24 2 3 2 7 (Briefs) 39
510285)
516755)

w/Briefed Cases w/o0 Briefed Cases

TOTALS: 62/2929 74/2436 (41/1793) 74/2245 (2336)

AVERAGES: 47.24 32.92 (43.73) 30.34 (31.57)
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1.

2.

3.

4.

6.

7.

8.

9.

10.

11.

Activity

Injuries:

Time Loss

No Time Loss & Other
Fataility

TOTAL INJURIES:
Controversions

Decision and Orders

Board Actions (includes
16 oral D&O"s)

Compromise & Releases:
Approved
Denied

Hearings:

Scheduled

Heard

Partially Resolved/

Settled

Continued
Applications Processed
Statements Processed

Petitions Processed

Compensation Reports
Received

Prehearings Held

FY87

9,251
16 .550
40
25,841
5,663

316

46

1,006
174

1,370

425

383
565

1,794

1,275

266

25,223

2,890

WORKLOAD

-13.4%
-10.3%
-9.0%
-11.5%
-5.0%

-10.0%

-10.0%

+44 0%
+12.0%

+20.0%

+25.0%

+41.0%
+5.0%

+15.0%

+23.0%

+158.0%

+4.0%

+18.0%

REPORT

FY86

10,686
18,459
44
29,189
5,934

355

51

701
156

1,146

340

271
537

1,562

1,037

103

24,151

2,445

-8%
-5%
-10%
-5%
+28%

-2%

-16%

+49%
-9%

+6%

-9%

+13%
+11%

+23%

+36%

+23%

—4%

+24%

FY85

11,636
19,374
49
31,059
4,641

363

61

472
172

1,083

372

239
484

1,274

762

84

25,281

1,971



WORKERS™ COMPENSATION
QUARTERLY REPORT

1st Quarter, FYS88

1. Claims scheduled for Board Hearing.

MONTH ANCHORAGE FAIRBANKS JUNEAU
July 66 13 4
August 75 15 15
September 77 20
TOTALS 218 48 22 . 288

2. AVERAGE number of DAYS between statement rcvd/Pre-hearing notice and date case is
schedule for hearing process.

MONTH ANCHORAGE FAIRBANKS ~ JUNEAU AVG # DAYS
July 79.36 20.75 69.38
August 82.80 21.20 20.75 66.19
September 77.18 25.00 36.00 68.54

JOTALS 80.05 22.43 22.40 67.87

3. AVERAGE number of DAYS after close of hearing record until Poard decision is issued.

MONTH ANCHORAGE FA1RBANKS JUNEAU AVG. # DAYS
July 32.24 52.89 - 53.50 38.43
August 37.33 59.13 51.25 45.51
September 41.58 24 .88 63.75 38.90

TOTAL 37.22 45 .92 56.70 42 .01

Percentage of worker compensation claims 1in which employers timely Tfile injury
reports within 10 days.

N of time loss claims files 2,764 ; # filed within 10 days 1/576 = 57 (%

Total [l of claims filed 7,692 - 86 (urisdiction) = 7606

Rev. 1/87



5. Percentage of workers compensation claims in which timely first payments is made to/™"
injured worker within 21. days (excl. CNTR).for current fiscal year injuries.

( . T R

if of Payments. ff Pymts. 21 days %
CARRIERS . o e e e aaa e e 959 805 84
SELF-INSURED 213 _T72 81
TOTALS CLAIMS o ....... ].' 112 977 83

6. Percentages of fixsi payments reported within 28 days (injuries during this qtr. onIy)

CARRIERS . o i e e e o e eaeaaan 99.786%
SELF-INSURED . -« it it i e ceca e e aaaa i00.0%
fir-
cc: Jacque J#
Bbkks Jan* *ETI-,
Elaine ~
File e " °
~U T

Rev. 1/87



WORKERS® COMPENSATION
QUARTERLY REPORT

2nd Quarter FYy 88

1. Claims scheduled for Board Hearing.

MONTH ANCHORAGE FATRBANKS JUNEAU
October 86 Jdj_ 5
November 63 13 4
December 89 12 6
TOTALS 238 41 14 - 293

2. AVERAGE number of DAYS between statement rcvd/Pre-hearing notice and date case is

schedule for hearing process.
%

MONTH ANCHORAGE FATRBANKS JUNEAU AVG § DAYS
October 89.52 24 .60 -0- 77.42
November 84.10 24 .00 18.00 73.96
December 86.14 23.67 33.50 77.86

TOTALS 86.72 24.21 28.33 76 .57

3. AVERAGE number of DAYS after close of hearing record until Board decision is issued.

MONTH ANCHORAGE FATRBANKS JUNEAU AVG. 2 DAYS
October 37.00 30.63 80.50 40.15
November 35.20 19.91 53.50 31.74
December 32.05 16.86 57.40 32.65

TOTAL 34.92 22.38 65.09 34.97

4. Percentage of worker compensation claims in which employers timely file injury
reports within 10 days.

N of time loss claims files ?r)74 ; 2 filed within 10 days 112D = 54 %

Total H of claims filed 5532 - 40 (Jurisdiction) = 5492

Rev. 1/87



5. Percentage of workers compensation claims in which timely first payments is made to
injured worker within 21 days (excl. CNTR).for current fiscal year injuries.

ff of Payments. # Pymts. 21 days %
CARRIERS .. .o it 676 jq8 84
SELF-INSURED . . ..o oo e i oo 198 158 80
TOTALS CLAIMS. oo 874 726 83

6. Percentages of fxKSfc payments reported within 28 days gor iInjuries occurring in this qtr.
CARRIERS . . i e e 99.922

SELF-INSURED . .. o .o 99.365

cc: Jacque
Baasa Jan
Elaine
File

Rev. 1787



WORKERS®" COMPENSATION

QUARTERLY REPORT

2nd Quarter - FY 86
*
V -
1. Claims scheduled Tor Board Hearing.
MONTH ANCHORAGE FAIRBANKS JUNEAU
October 69 19 7
November 59 10 13
December 75 10
TOTALS 203 39 23 = 265

2. AVERAGE number of DAYS between statement rcvd/Pre-hearing notice and date case
is scheduled for hearing process.

, MONTH ANCHORAGE FATRBANKS JUNEAU TOTAL AVG.
October 48.2 32.0 21.5 44.0
November 37.6 29.9 29.8 -35.5
December 32.9 27.3 35.0 32.2

TOTALS 40.2 -30.3 .28.4 37.9

3. AVERAGE number of days AFTER close of hearing record until Board decision 1is issued.

MONTH ANCHORAGE FAIRBANKS JUNEAU TOTAL AVG.
Ty
October 30.1 27.0 30.0 29.5
November 34.1 16.4 42.3 -29.0
" 0
December 31.3 27.3 22.3 2£~2
W e« 3 *.v s N ~
TOTALS 31.8 21.8 257N9- 28-.-0-

4. Percentage of worker compensation claims in which employers timely file injury

reports within 10 days.
54%

5. Percentage of worker compensation claims in which timely first payment to injured
worker 1is made within 21 days (excl. cntr).

CARRIERS -—  82%
SELF-INSUREDS -- 83%
Promptness for reporting first payments within 28 days (excl cntr).
CARRIERS -- 100%
SELF-INSUREDS -- 100%

cc: Jacque
Becca
Elaine



D

2)

3

4)

5)

6)
N

8)

9

Case No.

225522

417689

301087

223942

101141

309291

620042

430147

78-09-0255

76-03-0664

DECISIONS BY THE ALASKA WORKERS™

Approx. No.
Treatment
Time Frame

1/29/79 - 5/8/86

1/31/83 - 8/3/87

10/82 - 2/87

9/81 - 9/86

4/82 - 10/86

9/16/86 - 8/25/87

10/17/85 - 4/86

Approx.
Total
Treatments

279

420

261

239

168

127

59

Unknown

100

MEDICAL TREATMENT DATA
FROM

1

Approx.
Frequency
Treatments

per 1.75 days
to
per 2 weeks

1.7 per week

4-5 per week

to

4-6 per month

1

1

4

[N

1
3

per 2 days
to
per 10.5 days

per week
to
per month
per 2-14 days
per 3.08 days

per day to
per week

(at 2 x day)

1

per 3 days

COMPENSATION BOARD

Notes to Decisions

3oard finds employee 1is dependent on
chiropractic care per testimony of
expert witness Dr. Scott Haldeman

Addictive quality of chiropractic
treatment cited by Dr. Haldeman

Treatments exceed standard cited by
Dr. Haldeman

Treatments exceed standard cited by
Dr. Haldeman



10)

11)

12)

13)

Case No.

100335

226696

325011

76-10-0061

Treatment
Time Frame

7/25/80

1/5/83

1/84

1/25/78

1/23/81

4/13/83

1/86

8/3/88

Approx. No.
Total
Treatments

53

45

35

18

Approx.
Frequency
Treatments

per 3.45 days

per week
to
per week

per week
to
per month

Notes to Decisions

Board find disability caused by
metastasized cancer and not by chiro-
practic treatment for injury

Board member in concurrent opinion
admonishes chiropractor for "excessive
and costly care."

Board denies myotherapy treatment

referral by chiropractor

Back treatment by chiropractor not
related to on-the-job knee injury.



HIAA SURGICAL PREVAILING HEALTHCARE CHARGES SYSTEM
RULES AND REQUIREMENTS FOR PURCHASING 1987 OQUTPUTS

Categories of Eligible Subscribers

Eligible subscribers are classified into four categories.

A. Claims Subscribers - organizations which directly administer medical
claims. Examples of claims subscribers are: Commercial insurance
companies, Blue Cross and/or Blue Shield Plans, third-party administrators
and self-administering organizations.

B. HMG-. and PPOs - Health Maintenance Organizations and Preferred Provider
Organizations.

C. Research Subscribers - non-profit organizations who use the output data for
research purposes only. Examples of research organizations are: academic
institutions and governmental agencies.

D. Consulting Organizations and Utilization Review Organizations - Examples
of consulting organizations are: actuarial and/or employee Dbenefit
consulting organizations and claims and/or medical auditing organizations.

NOTE: If an organization does consulting and/or utilization review but
also directly administers any medical claims, then the organization MUST

subscribe as a claims subscriber.

IMPORTANT: Requests for subscription MUST be accompanied by documentation
sufficient to classify the subscriher into one of the above four categories.
At minimum, this documentation will 1include some current annual published
report which describes the organization®s business.

IN ADDITION: for a claims subscriber, the documentation MUST indicate the size
of the subscribing organization, 1i.e., the number of employees for whom medical
expense benefits are directly administered; for an HMO or PPO, the
documentation MUST indicate the size of the subscribing organization, i.e., the
number of enrollees in the HMO nr PPO; and for a research subscriber, the
documentation MUST include a copy of the (proposed) research project for which
PHCS output would be used [For a more detailed characterization of "size", see

the Footnote on page 9.].

The ONLY exceptions to this documentation requirement are member HIAA
companies, who have already provided this documentation to HIAA.

Please note that previous subscription to the PHCS does not constitute
membership in HIAA. Also, please note that, even if you subscribed in 1986 and
submitted documentation with your 1986 order, documentation MUST also accompany

your 1987 order.

Classes of Subscribers

Subscribers to the Surgical PHCS are classified as either Data Contributors (DCs)
or Non-Contributors. DCs are classified as either Required DCs or Optional DCs.



A. Data Contributors - data contributors are limited to claims subscribers.
[In 1987, we will consider the issues and possibilities of capturing HMO
and PPO data].- A data contributor is a claims subscriber who Iinputs data
and whose input meets the minimum semi-annual Jinput requirement. The

minimum semi-annual 1input requirement 1is a volume of acceptable records
equal to at least 5% of the number of employees for whom medical expense
benefits are directly administered by the claims subscriber, or 5,000
acceptable records, whichever is larger.

An acceptable input record is an input record which successfully passes all
HIAA edits. The number of employees for whom medical expense benefits are
directly administered includes the following: (¢D) employees under
employer-employee group plans; (2) members of associations, unions, etc.,
and (3) primary insureds under individual policies that reimburse surgical
expenses. "The number of employees for whom medical expense benefits are
directly administered” does NOT include the dependents of the employees.

1 . Required DCs_ - a required DC 1is a claims subscriber who
administers medical expense benefits on behalf of at Ileast
100.000 employees. As the name 1implies, a required DC is

required to iInput data.

If a required DC does not meet the minimum semi-annual input
requirement, the required DC will not receive output for the

"cycle" 1n which the input requirement was nhot met. (See X1. B.
4.)
2. Optional DCs - an optional DC 1is a claims subscriber who

administers medical expense benefits on behalf of less than
100.000 employees. An optional DC has the option of inputting

data. IT the option 1is exercised and the minimum semi-annual
input requirement 1is met, the optional X may be eligible for
reimbursement and credits. (See XI1.)

An optional X will receive output for any "cycle"™ in which the

input requirement was not met. (See 11. B.)
B. Non-Contributors - a non-contributor 1is either (1) an optional DC who
chooses to input data but who does not meet the minimum semi-annual input

requirement, or (2) a subscribing organization (other than a required DC)

who does not input data.

I1l1. Special Notes for DCs

While outputs are presented on a CPT-4 coding basis only, 1986 DCs had the option
of inputting CPT-A codes, 1964 CRVS codes or 1969 CRVS codes. However, EFFECTIVE

with the FIRST CYCLE of 1987, ONLY CPT-4 codes may be inputted.

v. Subscription Period for ALL BUT Research Subscribers

for all but research subscribers 1is on an annual basis only. The

Subscription
cycle outputs for the

subscription period is for the two consecutive semi-annual



calendar year. The initial subscription begins with the 87-1 output. A subscriber
who subscribes after either the 87-1 /or the 87-2 outputis available will be
charged the full-year subscription rate. However, such a subscriber will be

entitled to both 87-1 and 87-2 output.

The first cycle (87-1) ends on February 28, 1987. Cycle 87-1 contains data on
claims dated March 1, 1986 through February 28, 1987. DCs have until
March 31, 1987, to submit their data. The output, which will be dated March, 1987,
will be available for distribution to subscribers on or about May 15, 1987.

The second cycle (87-2) ends on August 31, 1987. Cycle 87-2 contains, data on
claims dated September 1, 1986 through August 31, 1987. DCs have until
September 30, 1987, to submit their data.The output, which will be dated

September, 1987, will be available for distribution to subscribers on or about
November 15, 1987.

V. Subscription Period for Research Subscribers

Subscription for research subscribers 1is for any one cycle only, on an annual
basis. Research subscribers MUST specify, in writing, whether they are ordering

output for 87-1 OR 87-2.

VI. Outputs
Several outputs are available for 1987 Subscribers.
A. The Procedure Summary Report is available in three formats.

1. The Procedure Summary Report 1is available in boundvolume. Two
sample pages of this report are attacl.ed.

2. The Procedure Summary Report is available on magnetic tape (the
print tape). This tape®s file format, information content and data

element definitions are IDENTICAL to the bound volume. The file 1is
in fixed format with ASA print characteristics.

3. The Procedure Summary Report is available in microfiche format.

NOTE: For any format of the Procedure Summary Report, if the numberof claims
for a given procedure within agiven geographical area is less than five (5),
the procedure for that area will not appear in the Procedure Summary Report.

B. The Statistical Data File is available only on magnetic tape (the stat
tape). This tape"s data element definitions are identical to those of the
print tape; however, it does not contain the "over-head" of the print tape,
e.g., page headings. This tape MAY be more appropriate for strictly data

base applications.

NOTE: For the Statistical Data File, 1if the number of claims for a given
procedure within a given geographical area is at least one (1), the
procedure for that area will appear in the Statistical Data File.



The Sort Claims Tape is a file of all partially edited claims, prior to
accumulations by either procedure or/ geographical area.

NOTE: All claims entering the PHCS System are subjected to edits. All
claim-record fields are edited in each of several edit stages. In the first
edit stage, the claim-record is edited for , e.g., a valid zip code and a valid
claim date. At this stage, the amount of claim is edited to insure that the

amount of claim is neither blank nor zero.

If and only if a claim-record successfully passes this edit stage does it
eventually move to the final edit stage. The final stage edits for
"reasonableness”™ of the amount of claim. For example, assume, for CPT-4 code
12345 in geographical area 987, that there are the following ten claim-records
whose amounts of cLaims are $1.00, $950.00, $950.00, $975.00, $1,000.00,
$1,100.00, $1,250.00, $1,500.00, $1,750.00 and $10,250.00. The final edit
would edit out the $1.00 claimand the $10,250.00 claim as "unreasonable"”
relative to the other eight "reasonable™ claims.

However, the final edit stage of "reasonableness"™ is applicable only to
claim-records which have been accumulated by both procedure and geographical
area. Consequently, since the Sort Claims Tape 1is a file of claims prior to

such accumulations, the Sort Claims Tape (and only the Sort Claims Tape) 1is
partially edited.

The CRVS-CPT Conversion Tape contains tables for the following conversions:

Source Code Systenm Destination Code System
1964 CRVS to CPT - 4
1969 CRVS to CPT - 4
1974 CRVS to CPT - 4
CPT - 4 to 1964 CRVS

The tables show a translation, or "fate", for every code 1in the source code
system. Translations are of the following:

1. 1-to-1 Conversions

Procedures in the source code have 1identical or equivalent wording
to procedures in the destination code.

2. 1-to-N Conversions

One procedure in the source code has been split into multiple
procedures in the destination code.

3. N-to-1 Conversions

Multiple procedures 1in the source code have been grouped into one
procedure in the destination code.

4. No Conversion

The procedure 1in the source code is either obsolete, new, or for
some other reason cannot be matched to any procedure in the
destination code.



NOTE: For the CRVS-CPT Conversion

the conversions are to (or From) the

codes of CPI, Fourth Edition, Ninth Revision. This edition/revision was published

in 1983. Thus, the CRVS-CPT Conversion

codes added since 1983.

tape will NOT convert to (or from) CPT

VIL. Standard PHCS File Characteristics of Magnetic Tapes

The following are the standard PHCS file characteristics of magnetic tapes:

A. Procedure Summary Report (the print tape):

o File Organization:

o Logical Record Length:
o Block Size:

0 Tape Density:

0 Tape Format:

o Labelling:

Physical Sequential

133 Bytes Fixed Length

Position 1 is Print Control

1330 (Blocked 10)

6250 BPI

9 Track

IBM 0S Internal Labels Are Used.
No User Labels Are Present.

Statistical Data File (the STAT tape):

File Organization
Logical Record Length
Block Size:

Tape Density:

Tape Format:
Labelling:

O O O O o o

Sort Claims Tape:

File Organization:
Logical Record Length:
Block Size:

Tape Density:

Tape Format:
Labelling:

O O O O O o

CRVS-CPT Conversion Tape:
File Organization:

Block Size:
Tape Density:
Tape Format:
Labelling:

O O O o oo

IMPORTANT: The Sort Claims Tape

all other tapes, although the standard

Logical Record Length:

Physical Sequential

133 Bytes Fixed Length

13300 (Blocked 100)

6250 BPI

9 Track

IBM 0S Internal Labels Are Used.
No User Labels Are Present.

Physical Sequential

64 Bytes Fixed Length

32704 (Blocked 511)

6250 BPI

9 Track

IBM 0S Internal Labels Are Used.
No User Labels Are Present.

Physical Sequential

50 Bytes Fixed Length

6100 (Blocked 122)

6250 BPI

9 Track

IBM 0S Internal Labels Are Used.
No User Labels Are Present.

is available only in 6250 BPI. However, for
is 6250 BPI, the tapes are available in

1600 BPI at an additional charge of $100.00 per type ordered.



Any other departure from standard PHCS file characteristics must be requested, in
writing, AT THE TIME THAT THE ORDER IS PLACED. All such requested departures
will be considered on a case by case basis, and all honored requests will involve

additional charges.

VIIl. Basic Subscription Price and Output

The schedule of prices 1is contained on page 9. For Claims Subscribers and for
HMOs and PPOs, the price is fixed within each size bracket as shown. For Claims
Subscribers, size is determined by the number of employees for whom medical
expense benefits are directly administered by the subscribing organization. For
HMOs and PPOs, size is determined by the number of enrollees in the HMO and PPO.
For Research Subscribers and for Consulting Organizations and Utilization Review
Organizations, the respective price is a flat rate.

The basic subscription price 1includes (1) one copy of the Procedure Summary
Report output 1in bound volume format and/or EITHER one copy of the Procedure

Summary Report 1in magnetic tape format OR one copy of the Statistical Data File
on magnetic tape.

IX. Additional Output Prices

Additional copies of any format are available at the additional charges indicated
on the PHCS Output Order Form. For all but research organizations, additional
copies of any format are available only on an annual basis, 1i.e., additional
copies of any format are available only for BOTH the 87-1 AND 87-2 cycles.

For Research Subscribers, additional copies are avai.lab.a at the additional
charges indicated on the PHCS Output Order Form, but the additional copies are
available only for the one cycle of the research organization®s current (1987)

subscription period.

Once the PHCS Output Order Form has been received by HIAA, any subsequent order
for additional output must be submitted in writing and must be accompanied by a

check for the full amount of the additional output.

IMPORTANT: Once any PHCS Output Order Form has been received by HIAA, any request
to CHANGE the order will be treated as if it were a request for an ADDITIONAL
copy at the additional charge indicated on the order Tform. For example, if a
subscriber orders a print tape and then requests to change the order to a stat
tape, HIAA will treat the request as if it were a request for an additional copy
of the stat tape at the additional charge for a stat tape. All such requests to
change the order must be submitted in writing and must be accompanied by a check

in the proper amount.

X. Purchase of Previous Data

HIAA maintains a history Ffile, on magnetic tape, of the PHCS data for the

previous two full vyears, i.e., 1985 and 1986. This previous data may be
purchased in magnetic tape format and/or microfiche format.Magnetic tapes are
available in any format, i.e., print tape, stat tape or sort claims tape.

Microfiche format is available only for the procedure summary report.



Bound volumes are not available for 1985. Bound volumes for 1986 are available
while limited supplies last.

The sort claims tape 1is available only in 6250 BPI. However, for all other
tapes, although the standard is 6250 BPI, the tapes are available in 1600 BPl at
an additional charge of $100.00 per type ordered.

All current (1987) subscribers may order previous data, on a calendar year basis
only, i1.e., for both cycle of 1985 and/or 1986, at the current additional output
prices. Thus, any current subscriber may order, for example, the 86-1 and 86-2
STAT tapes 1in standard 6250 BPI for an additional $100.00 or in 1600 BPI for a
total additional cost of $200.00.

For Research Subscribers only, who are not current (1987) subscribers, but who
wish to purchase previous data, the previous data may be purchased, for one cycle
only per year, at the Research Organization purchase price for that year. For
example, 1f a Research Organization did not wish to purchase the current (1987)
data, but did wish to purchase the 86-1 STAT tape iIn standard 6250 BPI, then the

purchase price would be $5,000.00 — the purchase price for a research subscriber
in 1986. IT the tape were ordered in 1600 BPI, the price would be an additional
$100.00.

If the research subscriber in the above example also wished to order the 85-1 OR
85-2 STAT tape in standard 6250 BPI, then the additional tape would be available
for an additional $100.00 or available in 1600 BPl for an additional $200.00.

For the schedule of prices for additional copies of 1985 and/or 1986 outputs, see
p. 10.

Inasmuch as the purchase of such previous data is a special order, all such
orders must be submitted in writing and accompanied by a check 1in the proper

amount.

X1. Payment Policy

A_Non-Contributors - for any non-contributor, full payment of the
subscription rate is required BEFORE any output will be released.

B. Data Contributor

1. For any DC who has not shown through the previous Tfull year that it
can meet both minimum semi-annual 1input requirements, Tfull payment
of the subscription rate 1is required BEFORE any output will be

released.

2. For any DC who has shown through the previous full year that it can
meet both minimum semi-annual 1input requirements, no pre-payment is

required.

3. IT an optional DC has not prepaid (having met the previous year®s
minimum annual input requirement), then:



(a) if the optional. DC meets their minimum semi-annual input
requirement for one <cycle only without thereby meeting
their minimum annual 1input requirement, the optional DC
will be billed For one-half their basic subscription rate;

(b) if the optional DC meets neither semi-annual input
requirement, the optional DC will be billed for their full

basic subscription rate.

4. For a required DC who has met all minimum semi-annual, input
requirements for the previous two full years, it will be excused,
without penalty, for missing one cycle during 1987. In other words,
one "Excused Cycle Credit"” will be given for the previous two years
of acceptable performance. However, only one "Excused Cycle Credit"

will oe allowed per year.

If both cycles are missed, then (i) no output will be provided for
the second cycle, (ii) the required DC will be billed for one-half
their current subscription rate and (iii) the required DC will be
required to prepay for the following year.

Also, for any vrequired DC who does not have an "Excused Cycle
Credit" available, if anycycle is missed, then (i) no output will
be provided for that cycle and (ii) the required DC will be required
to prepay for the following year.

Repeated failure by a required DC to meet input requirements could result, at the
discretion of HIAA, in ineligibility for future subscriptions.

XIT. Reimbursement and Credits for DCs

For any Data Contributor who meets both minimum semi-annual input requirements,
the basic subscription rate (excluding charges for additional copies) is waived.

Also, the basic subscription rate is waived for any data contributor who does riot
meet one of the two minimum semi-annual input requirements, but who, during the

other semi-annual cycle, inputs a volume of acceptable records equal to 10% of
the number of employees for whom medical expense benefits are directly
administered, or 10,000 acceptable records, whichever is larger.

IfT the basic subscription rate is waived, then those DCs who were required to
prepay will be reimbursed their full basic subscription rate. If an optional DC
who was required to prepay met the minimum semi-annual input requirement for one
cycle only without thereby meeting their annual input requirement, then that
optional DC will be reimbursed one-half of their basic subscription rate.

In addition, for acceptable records inputted which exceed the minimum annual
number required (- . . 10% . . . or 10,000 acceptable records, whichever 1is
larger) the DC will receive a cash credit for each such additional record up to,
but not to exceed, 40% of the number of employees for whom medical expense

benefits are directly administered.



HIAA Surgical PHCS Base Schedule of Prices
for Claims Subscribers and HMOs and PPOs

Size * HIA HIAA

Non-Member

HIAA Surgical PHCS Base Price for Research Organizations

(@]
(@p)
~NO
o

oIcOorOPO—
—~— OO0
OT1IOPO—IO

(One cycle only, on an annual basis)

$ 8,625

HIAA Surgical PHCS Base Price for
Consulting and Utilization Review
Organizations

$ 13,800

* For Claims Subscribers, size refers to the number of employees for whom
medical expense benefits are directly administered. The number 1includes the
following: (1) employees under employer-employee group plans; (2) members of
associations, wunions, etc., and (3) primary insureds under individual policies
that reimburse surgical expenses. "The number of employees for whom medical
expense benefits are directly administered” does NOT include the dependents of

the employees.

For HMOs and PPOs, size refers to the number of enrollees in the HMO or
PPO. "The number of enrollees in the HMO or PPO"™ does NOT include the
dependents of the enrollees.

IMPORTANT: Even if a Claims Subscriber or HMO or PPO intends to use the
PHCS data for a limited number of their covered employees or enrollees, the
subscription nevertheless must be in terms of the total number of covered

employees or enrollees.
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HIAA SURGICAL PHCS SCHEDULE Of- ADDITIONAL COPY PRICES

FOR 1985 and 1986 OUTPU1S

Output Price/Yr
(1) Procedure Summary Report in Bound Volume $200.00
(1986 ONLY, while limited supplies last)

(2) Procedure Summary Report on Magnetic Tape 6250 BPI $100.00

1600 BPI $200.00
(3) Statistical Data File on Magnetic Tape 6250 BPI $100.00

1600 BPI $200.00
(A) Sort Claims Tape (available ONLY in 6250 BPI) $750.00
(5) Microfiche $200.00

Any one or combination of these 1985 and 1986 outputs may be ordered as
ADDITIONAL copies. All such orders MUST be submitted in writing and accompan_ed
by a check 1in the proper amount. DO NQI USE IHE OUTPUT ORDER FORM FOR 1987 FOR
THESE SPECIAL ORDERS OF 1985 AND/OR 1986 OQUTPUTS.

Arty questions on the foregoing should be referred to Bruce L. Harris, (202)
223-7867, Health Insurance Association of America, 1025 Connecticut Avenue, N.W.,

Suite 1.200, Washington, D.C. 20036.



PROCEDURE

UN

UN

UN

UN
UN

UN

UN

28735
28750
28755
290G5
29075
29085
29105
29125
29325
29345
29355
29365
29405
29425
29450
29455
29505
29515
39540
29580
29700
29705
29799
30110
30011
301 15
301 16
30140
30200
30420
30500
30520
30620
30800
30805
30901
30902
30903
30904
30905
3 1000
31001
31020
31021
31030
31031

H.ILA.A.

NAME
f..

ARTILRO0ESIS TARSAL MULT W OSTEOTOMY
ARTHRODESIS M-P JOINT GREAT TOE
ARTHRODESIS I-P JOINT GREAT TOE
CAST LONG ARM

CAST SHORT ARM

CAST HAND AND LOWER FOREARM
SPLINT LONG ARM

SPLINT SHORT ARK STATIC TYPE
CAST HIP SPICA BILATERAL OR
CAST LONG LEG

LONG LEG AMBULATORY TYPE
LEC CYLINOER

SHORT LEG

SHORT LEG AMBULATORY TYPE
CLUBFOOT UNILATERAL

CAST CLUBFOOT BILATERAL

SPLINT LONG LEG

SPLINT SHORT LEG

STRAPPING ANKLE

STRAPPING UNNA BOOT

REMOVAL CAST GAUNtLET BOOT BODY
REMOVAL CAST FULL ARMJ/FULL LEG
TINLISTEO PROCEDURE CAST/STRAPPING
EXC POLYPS NASAL SIMPLE UNILAT

exc polyps nasal Simple bilat

EXC polyps nasal extensive unil

EXC POLYPS nasal EXTENSIVE BI1L
RESECTION SUBMUCOUS TURBINATE
INJECT TURBINATES THERAPEUTIC
RHINOPLASTY PRIMARY MAJ SEPTAL REP
RESECTION SUBMUCOUS NASAL SEPTUM
SEPTOPLASTY V/WO CARTILAGE IMPLANT
RECONSTRUCTION NOSE INT FUNCTIONAL
CAUTERIZE TURBINATES SUPERFICIAL
CAUTERIZE TURBINATES INTRAMURAL
CONTROL HEMORR NASAL ANT SIMPL UNIL
CONTROL HEMORR NASal ANT StMPL Bil
CONTROL HEMORR NASAL ANT COMPLX UN
CONTROL HEMORR NASAL ANT COMPLX BIL
CONTROL HEMORR NASAL POST INITIAL
lavage maxillary sinus unilateral
LAVAGE MAXILLARY SINUS BILATERAL
SINUSOTOMY MAXILLARY INTRANASL UNIL
SINUSOTOMY MAXILLARY-INTRANASAL BIL
SINUSOTOMY MaXIlItL RaO unil wo polyp
SINUSOTOMY MAXILL RAD BIL WO POLYP

1112

COPYRIGHT HEALTH

AREA 917 * WEST COVINA.

SURGICAL PREVAILING

POMONA. ONTARIO AREA

HEALTHCARE CHARGES SYSTEM

NUMBER

OF

CHARGES

8
10

15

91

' 189
1t

16

37

7

9

(9171
[

MEAN
CHARGE

1365
280
265

64
58
49
46
56
221
104
108
86
s
109
50
73
44
47
21
43
28
30
93
195
152
262
262
364
65

2082
896

1280

1776

76
82
56
56
56
56
198
71
68
369
554
1104
2175

INSURANCE ASSOCtAUON Of

f
AREA

09/01/83 08/31/84 COHLT
MODE PERCENTILES
CHARGE 50 60 70 75 80 85 90
1680 420 420 1680 1680 1680 1680 1680
17 192 383 475 480 480 528 528
184 184 192 383 475 475 480 528
60 60 65 67 68 4 79 90
50 53 55 61 65 73 76 87
55 50 55 55 55 55 55 55
56 45 $3 56 56 56 56 56
50 51 60 70 72 75 76 83
226 78 85 226 226 268 292 375
98 98 105 113 123 125 145 147
130 105 120 122 130 130 130 144
60 80 90 112 1<2 124 124 140
70 75 70 90 "i0o0 108 112 120
130 110 120 130 130 130 138 150
51 50 51 51 51 51 51 53
70 70 75 75 75 80 87 87
50 39 i 50 50 52 €0 70
30 50 55 56 57 60 60 70
32% 10 15 15 20 25 32 32
60+ 40 45 45 57 60 60 60
25 25 30 35 35" U35 35 '50
25 25 30 35 35 35 45 50
90 30 37 §7 70 90 90 270
190 100 125 150 170 190 190 190
leo* IS0 176 "1196' 190 19b" 190 19b
250 230 243 250 250 250 d<h 450
250 230 243 250 250 250 446 450
321 355 388 400 400 400 435 450
60+ 10 48 '45 60 60 80 160
2062 2062 2062 2175  Z2ZAID 2795 2295 2533
850* 450 700 700 £50 850 875 1850
1270 1270 1300 1440 1450 1545 1870 1900
1830 1906 1930 1930 20Sh  2b62 * 2062
150% 65 80 85 3D 1@ 1A 150
150% 80 85 100 A 140 140 150
50 50 55 60 65 68 85 85
) " 50 55 " 60 BB 69 05 65"
50 50 55 60 68 68 85 85
50 50 55 60 68 68 85 85
221 210 215 21 21 2
81 75 g1’ 81 81 r«'g2 100 100
65 §5 70 75 75 90 90 108
570% 412 412 469 469 570 570 570
627 6§27 627 646 646 6§77 112 712
1232 12050 1376 1270 1300 1332 1332 ' 1460
2118* 1945 2118 2118 2118 2300 2300 3559
AMERICA 1975. 1984
PAGE 3872,

100

60
50
50

450
i90
460
460
480

2650

3000
150
150

85

90
90
21

145 '™

108
570
757

1578
3559



PROCEDURE

UN

UN

UN

UN

UN
UN

UN

UN

UN

UN

UN

31032
31033
31200
31201
31205
31500
31510
31520
31525
31535
31540
31600
31603
31605
31620
31621
31625
31626
31645
32000
32020
32 100
32420
32480
32500
33200
33210,
33512
33513
33570
34001
34101
36001
35 141
35301
3538 1
36000
36010
36140
36200
36220
36400
36405
36420
36425
36470

H.ILAA.

NAME

SINUSOTOMY MAXILL RAD UNIL V POLYPS
SINUSOTOMY MAXILL RAD BIL W POLYPS
ETHMOIOECTOMY INTRANASAL ANTERIOR

ethmoidectomy intranasal total

ETHMOIDECTOMY EXTRANASAL TOTAL
INTUBATION ENDOTRACHEAL EMERGENT

LARYNGOSCOPY
LARYNGOSCOPY
LARYNGOSCOPY
LARYNGOSCOPY
LARYNGOSCOPY
TRACHEOSTOMY
TRACHEOSTOMY
TRACHEOSTOMY
BRONCHOSCOPY
BRONCHOSCOPY
BRONCHOSCOPY
BRONCHOSCOPY
BRONCHOSCOPY

THORACENTESIS

THORACOSTOMY

INDIRECT V BIOPSY
DIRECT DX NB

DIRECT DIAGNOSTIC
DIRECT V BIOPSY

DIR EXCISION/STRIPPING
PLANNED

EMERGENT TRANSTRACH
EMERGENT CRICOTHYROID
DIAGNOSTIC-RIGIO SCOPE
DIAGNOSTIC-FLEX SCOPE

BibPSY-RiGiD SCOPE

BIOPSY-FLEX SCOPE
ASPIR THERAP INITIAL

TUBE V WATER SEAL

THORACOTOMY MAJOR EXPLORE/BIOPSY

PNEUMOCENTESIS
LOBECTOMY TOTAL/SEGMENTAL

resect
INSERT
INSERT
BYPASS
BYPASS

Lung wedge
PACEMAKER EPICARDIAL THORAX
PACEMAKER TRANSVENOUS TEMP
CORONARY AUTOGRAFT 3 ARTERY
CORONARY AUTOGRAFT 4 ARTERY

singl/multiple

ANGIOPLASTY CORONARY W BYPASS
EMBOLECTOMY CAROTID ETC VIA NECK
EMBOLECTOMY AXILLARY ETC VIA ARM

REP ANEURYSM
REP ANEURYSM

A&DbOMINAL AORtA
COMMON FEMORAL ARTERY

THROMBOENOARTERECT CAROTID ETC
THROMBOENDARTERECT FEMORAL ETC

INtRO

neeolE/cAth VEIN UNILAT

INTRO CATH VENA CAVA/RT HEART
INTRO NEEOLE/CATH EXTREMITY ARTERY
INTRO CATHETER AORTA

INTRO CATH CEREBRAL ART MULTIPLE

VENIPUNCTURE
VENIPUNCTURE

<3 YRS FEMORAL/JUGULAR
<3 YRS SCALP

CUTOOVN VENIPUNCTURE AGE >1 YEAR
CUTDOWN VENIPUNCTURE AGE <1 VEAR

INJECT SCLEROSING AGENT

1 VEIN

COPYRIGHT HEALTH

NUMBER

OF

CHARGES

16
8
9
9
9
49
10
46
63
n
14

T

INSURANCE ASSOCIATION OF AMERICA

If * WEST COVINA, POMONA. ONTARIO AREA (917)

- SURGICAL PREVAILING HEALTHCARE CHARGES SYSTEM

MEAN
CHARGE

1125
2003
510
510
510
1u6
65
310
321
447
622
467
475
440
384
392
472
469
359
94
187
790
179
2805
1445
976
614
4251
425 1
1537
1096
1176
2583
1890
2514

09/01/83

MODE

CHARGE

1270%
2lis+
250
250
250
188*
40
300
300
550*
600
527
560
527
400
400
500
500
450
13O
250
1280+
225%
2945
400

550*
6500
6500
2475%

563
NONE
4340*
3440%
2583
2680*

35
35

225

350

650*

35

NONE

08/31/84
50 eo
1250 1270
1850 1897
388 f 16
388 4 16
386 416
110 115
61
300 315
"3i' M350
459 460
600 650
527 527
527 545
296 325
400 400
400 400
500 500
480 500
245 245
85 90
195 AP
568 1175
130 135
2669 2945
400 400
30 450
550 620
6000 6500
6000 6500
495 495
214 563
141 563
3200 330b
1600 2268
2583 2644
1932 2015
30 38
35 35
92 92
315 350
575 575
30 35
30 48
90 103
"75
15 25

1975.

1984

a= - V VAJVV
AREA - H7
PERCENTILES
70 75 80 85 90 95
1270 1270 1300 1332 1460 1578
1898 1898 1945 2118 2118 2300
710 710 892 892 982 982
710 710 892 892 982 982
710 710 892 892 982 982
132 150 150 170 188 188
82 98 98 1t 111 12
380 380 380 380 404 450
380 ....'380 "..380" 380 ..420 450
479 479 479 550 550 550
750 765 620 820 820
545 550 558 560 560 600
550  55B  "'560 560  '600 132
420 527 527 545
404 413 432 435 450 490
404 432 435 435 460 490
539 550 560 575 ‘600 662
530 550 560 560 600 625
250 430 445 450 450
10O 1 13 1@ AD
216 ...'230 """242" 250 250 250
1280 1280 1280 1280 1280 1662
150 195 195 225 225
2945 2945 3225 3432 3432 3500
450 2000 2153 2250 24865
D
§50 785 785 BOO 800 925
6500 6500 6500 6500 6500 6500
6500 6500 6500 6500 6500 6500
500 1600 2475 2475 2725
563 563 753 1072 2520 2520
8B 1206 1500 2980
3440 "3444 3444 4340 4340 4340
2755 2813 3000 3420 3440 3440
2755 3076 3255 3255 3375 3375
2015 2680 2688 26B8 2688 2700
......... 05 ....35 "' 35 35 45 73
45 45 32 73 75 75
1A 225 225 225
350 350 350 350 350 375
6§30 ....650  "650 ' 650 650" " 750
40 40 45 50 50 75
50 80 too o 1M 1™
20 1A 190 190 290 290
75 B I to D 350
44 44 45 55
PAGE 2814



HEALTH INSURANCE/ASSOCIATION OF AMERICA

Surgical Prevailing healthcare Charges System

1987

Form A

IMPORTANT: Before completing this form, please read carefully the accompanying Rules
and Requirements for Purchasing 1987 Outputs. Your signature on this Form
A and your submittal of the PHCS Order Form indicate acceptance of the

rules and requirements for purchasing 1987 outputs.

1. Type ofSubscribing Organization (Check one)

Ccnmercial Insurance Company
8lue Cross and/or Blue Shield Plan
Third Party Administrator
Self-administered employer/employee
benefit plan
HMO
PPO
Research Organization
Consulting Organization
Utilization Review Organization

O O W >

- T o T m

L. Type of accompanying documentation (Check at least one)

A. HIAA member who has already provided
documentation to HIAA

Annual Report

Annual Statement

Marketing Publication

Research Proposal

Other (please specify)

mMmo o w

3. Participation Status for 1987 (Check one)

A. Required Data Contributor
B. Optional Data Contributor

C. Non-Contributor
A. Ourcurrent size, 1i.e., the number of covered employees or enrollees, as defined in
the footnote on p. 9 of the Rules and Requirements for Purchasing 1987 Outputs,
is: .
5. The Prevailing Healthcare Charges System is copyrighted and any reproduction and/or

distribution of the data without the express written consent of HIAA
prohibited.

»

is strictly



6. All Prevailing Healthcare Charges System output, in any format, 1is to be used
exclusively within the subscribing organization.

If the subscribing organization has a wholly owned subsidiary, then and only then
may the data be provided to that wholly owned subsidiary. However, the number of
covered employees or enrollees of the wholly owned subsidiary MUST be included in
the count of the size of the subscribing organization.

In the event that the subscribing organization uses another organization to pay
claims for the subscribing organization, the output is NOT to be made available to
the other claims paying organization. However, the other claims paying
organization may subscribe to the PHCS. The subscription may be made directly by
the claims paying organization or on its behalf by the subscribing organization.
The ONLY alternative to this independent purchase requirement 1is the following:
the subscribing organization may develo its own guidelines from the PHCS for use
by its independer.,, claims paying organization, without providing the actual data.

7. The Prevailing Healthcare Charges System data provides a range of charges - by
procedure, by geographical area. This range of charges 1is expressed in terms of

(i) mean charge, (ii) mode charge and (iii) charge at various percentiles.

The data are provided to subscribers for informational purposes only and the HIAA

disclaims any endorsement, approval or recommendation of the data. There is
neither a stated nor an implied “reasonable and customary" charge. Any
interpretation and/or use of the data by the subscribing organization is solely and
exclusively at the discretion of the subscribing organization. The subscribing

organization MUST NOT vrepresent the HIAA"s PHCS data 1in any way other than as
expressed in this paragraph in.

8. Observance of these rules 1in mandatory. Non-compliance will be construed as a
breach of the terms for purchasing outputs.

Having completed the above information and having understood the vrules and
requirements for purchasing outputs from the PHCS, the undersigned, and the
subscribing organization, agree to comply with the rules and requirements and
certify that the number of employees or enrollees reported 1in Item A above 1is

correct.
Date:
Signature (Company Officer)
Name (Please Print or Type) _
Company Name and Street
Address
Return to: Bruce L. Harris

Associate Director - Statistics

Health Insurance Association of America

1025 Connecticut Avenue, N.W., Suite 1200

Washington, D-C. 20036



"SURGICAL PHCS OUTPUT ORDER FORM FOR 1987

PLEASE READ CAREFULLY THE ACCOMPANYING RULES AND REQUIREMENTS FOR PURCHASING
19R7 OUTPUTS AND THE TERMS AND CONDITIONS OF PURCHASE ON THE REVERSE SIDE OF
THIS DOCUMENT. YOUR ORDER INDICATES ACCEPTANCE OF THE RULES AND REQUIREMENTS
AND THE TERMS AND CONDITIONS

No order will be accepted without an accompanying completed Form A and required documentation. Orders

accepted for the Surgical Prevailing Healthcare Charges System are for an annual, calendar year period to

include two cycles of output produced semi-annually with availability about mid-May and mid-November.
Please Allow Four (4) To Six (6) Weeks To Process Your Order

Basic Purchase Price (see attached Rules and Requirements, p.9) $

If tapes are being ordered, please specify BPI [ ] 6250 [ ] 1600.

Price/Yr Quantitv Total

Initial Output (ONE bound volume and/or CHOICE
of ONE tape included at no additional cost)**

Procedure Summary Report in Bound Volume $ Q $ Q
Procedure Summary Report on Magnetic Tape Q Q
Statistical Data File on Magnetic Tape Q Q
If 1600 BPI, add $100.00
Subtotal
Additional Output
Procedure Summary Report in Bound Volume 2H5
Procedure Summary Report on Magnetic Tape A5S1
Statistical Data File on Magnetic Tape Jim
If 1600 BPI: add $100 if you are ordering
only one type of tape; add $200.00 if
you are ordering BOTH types of tape.
Subtotal
Special Orders
Sort Claims Tape [Available only in 6250 BPI] 255
Microf iche
CRVS-CPT Conversion Tape 175
If 1600 BPI conversion tape, add $100.00
Subtotal
Total Amount Enclosed
Output should be directed to Please make checks payable to HIAA-PHCS
Nome Wail check, this output order form, Form A ond
Title accompanying documentation to:
Compony Bruce L. Harris
Address (00 NOT SHOW A P.0O. BOX /) Associate Director-Statistics
Health Insurance Association of America
1025 Connecticut Avenue, N.W
Washington. DC 20036
Phone

"e  The above Initial Output Order should indicate no more than one Bound Volume ond no more than one tope.

Return white copy to HIAA; retain yellow copy for your records.



DESCRIPTION OF TERMS

SEE ACCOMPANYING RULES AND REQUIREMENTS FOR A MORE COMPLETE DESCRIPTION

The Prevailing Healthcare Charges System is copyrighted and anv reproduction
and/or distribution of tne data without the express written consent of the

HIAA is strictly prohibited.
All Prevailing Healthcare Charges System output, in any format, is to be used
exclusively within the subscribing organization.

then and onlv

If the subscribing organization has a wholly owned subsidiary,
the

then may the data be provided to that wholly owned subsidiary. However,
number of covered employees or enrollees of the wholly owned subsidiary must
be included in the count of the size of the subscribing organization.

In the event that the subscribing organization uses another organization to
pay elsims for the subscribing organization, the output is NOT to be made
available to the other claims paying organization. However, the other claims
paying organization may subscribe to the PHCS. The subscription may be made
directly by the claims paying organization or on its behalf by the subscribing
organization. The ONLY alternative to this iIndependent purchase requirement

the subscribing organization may develop its own guidel ir.es

is the following:
without

from the PHCS for use by its independent claims paying organization,
Providing iilfi actual data-

The Prevailing Healthcare Charges System data provides a range of charges -
by procedure, by geographical area. This range of charges is expressed in
terms of (i) mean charge, (ii) mode charge and (iii) charge at various

percentiles.

The data are provided to subscribers for informational purposes only and the
HIAA disclaims any endorsement, approval or recommendation of the data. There
is neither a stated nor an implied "reasonable and customary™ charge. Any
interpretation and/or use of the data by the subscribing organization is
solely and exclusively at the discretion of the subscribing organization.
subscribing organization MUST NOT represent the HIAA"s PHCS data in any way

other than as expressed here.

The

Observance of these rules in mandatory. Non-compliance will be construed as a

breach of the terms for purchasing outputs.



CHART VII

JURISDICTION

AIACAMA*
ALASKA*
AMERICAN SAMOA
ARIZONA*
ARKANSAS*
CALIFORNIA*
COLORADO*
CONNECTICUT*
OELAWANE

DISTRICT OF
COLUMOIA

FLORIDA
GEORGIA

GUAM

HAWAII*

IDAHO*

ILLINOIS*

IOWA*

MAINE*
MARYLAND*
MASSACHUSETTS*
MICHIGAN*
MINNESOTA
MISSISSIPPI
MISSOURI*
MONTANA*
NEBRASKA*
NEVADA

NEW HAMPSHIRE
NEW JERSEY*
NEW MEXICO
NORTH CAROUNA
NORTH DAKOTA*
OHIO*

OREGON*
Puerto nco*
RHOOE ISLAND*
SOUTH CAROLINA
SOUTH OAKOT.*
TENNESSEE
UTAH*

VERMONT*
VIRGINIA*

VJROIN ISLANDS*
WASHINGTON*
WEST VIRGINIA*
WISCONSIN*
WYOMING*
FECA*
LONGSHORE ACT

INDIANA*
KANSAS*

NEW YORK*
PENNSYLVANIA*

KENTUCKY
LOUISIANA*
OKLAHOMA*
TEXAS

ARMAT
SHOULDER

$48 640
59 000

<3.775
220
59.9/5”
17.472
127.2%6
61.055
141.629

39.375
39200
99.216
50.965
127.W0
141.000
39.110
97.600
16.494
105.179

28000
36.357
41.660
50.625

103.320
72.963
59.726
73.920
18.750
84 600
24000
10.000
23090
67.813
52.400
37.800
40.953
99.97S
65.200
40.2G0
54000
54.890
58.500
36.842

314092

168.860

10.750
51.870
46 800
148.010

52.200
40.750
44.800

1

HAND

537.400
<5.400

36.437
24.332
43.540
8.736
102.07
53.728
110.761

28.000
29680
77592
45867
103360
107.160
32.266
81.252
13041
54.065

21.000
27.424
29900
39.3/s

92.988
44,321
37.39
61.600
15.000
65.600
10.750
9000
21.960
57.024
39.300
28350
36.792
81.375
<8.900
32940
48.600
45.742
46.800
29.964
246.262
147.698

15000
37.050
36 600
120.935

39.150
32.600
33600

INCOME BENEFITS FOR SCHEDULED INJURIES

FIRST SECONO THIRD 1 FOURTH LEQ AT GREAT

THUMQ FINGER FINGER FINGER FINGER HIP FOOT TOE

INTHIS GROUP OF STATES. COMPENSATION FOR TEMPORARY
DISABILITY IS ALLOWED IN ADDITION TO ALLOWANCE FOR SCHEDULED INJURY
S13.640 S 9.460 $ 6.820 S 4840 S 3520 544 000 130.560 $ 7.040
14000 8.700 j.700 4.700 2.800 54.400 35.T00 7.200
PPO benefits paid el 66-2/3% of wages le specified number of weeks. nomadmum.*

10.031 6.559 5.101 3.644 2.915 36.437 29.150 5.1U1
9.702 5.698 4928 3.234 2.464 28336 20.174 4.928
7.595 3.360 3360 2.520 2.520 64.575** 33.740 4.235
4.200 2.184 1.512 924 1.092 17.472 8.738 2.164

38.760 22.032 17.952 12.648 10.600 97.104 76.704 17.136

10.317 12311 9.769 7.327 4.864 61.055 39.075 9.769

34.046 20.A81 13,610 11.349 6.009 130.735 93.058 13.618

No schedule. Benefits paid aooordng lo dogree of impairment end kxu d samngs.*

10.500 7.000 8.125 0350 4.375 39.375 23625 5250
7.140 3920 2520 2.380 960 34.720 245520 3.640

23.850 14.628 9.540 7.950 4.770 91.564 65.190 12.034

18.695 11.897 9347 4.249 2.549 33.990 23.793 7.138

38.080 21.760 19040 13.600 10080 108 600 84.320 19.040

33840 19.740 16 920 14.100 11380 124.000 84.600 22.560
9.778 6.250 5.475 3.911 3324 19.110 32.266 4689

12.200 4.880 4770 3660 3.050 97.600 81.252 4.B60

— — — — - 14959 1L1V- -
25.415 14.858 12.903 8.602 6.256 84.065 63.342 12.903
No achodtie. Benefits paid accorxfing to dogroo of impairment and lose of earrings.*

8.400 4.900 4.200 2.B00 2.100 24.500 17.500 4200
9.403 7.052 5.485 5.485 3.448 32.439 24.290 6268
11.213 5.960 5.5632 3.738 2.243 44.850 26.910 5.532
13.500 7.875 6.750 4.500 3.375 48 375 33.750 6.750
No schodule. Degree otdSsabMy determined in relation to whole man.*

37392 23.124 18.696 9.348 4.428 68.880 48.216 8.856
6.030 4020 3316 2.412 1.608 69 647 36 984 3.216

16.425 8.362 6.570 5.077 4.181 59 726 34.342 10452

23.103 13360 12320 7.700 6.160 61.600 44.352 10.780
4.875 3.000 2.250 1.500 7.200 14.040 9.000 1.800

22.560 13.160 11.280 7.520 5.640 75.200 56.400 112B0
6.000 3.000 2.730 1.250 750 18.750 16.875 2.250
3375 1.800 1.350 1.125 675 10.000 7.075 1250
6.750 4.140 2.700 2350 1.800 28060 18.450 3.420

20.036 12.230 10.768 7.706 6.16S 60.107 43.154 10.783

13.100 9.170 7.860 5340 3.930 41.920 32.750 7.860

11340 6.615 5670 3.780 2.835 37.800 23.625 5.670

14.673 9.198 7.446 3.723 1.752 27J75 10272 5.694

23.250 14.880 11.625 9 300 5.563 99.975 81.375 11.625

19.560 11.410 9.780 6.520 4 B0 57.050 40.750 9.780

14.640 14.640 14.640 14.040 13725 32.940 21.960 14.640

19.440 12.150 9.720 4.£60 2.430 54.000 37 800 11.340

18.296 9.148 6.403 4574 4574 « 54 890 32019 9.148

18.720 7.020 5.265 M2 3.270 58.500 29.250 9.7S0

10.807 7.123 3.684 3.684 3.684 36.842 24.561 4.912

75.695 46.426 30378 25332 15.139 290670 206.900 38.352

45399 27.845 18.160 15.133 9.080 174332 124.091 10

IN THIS GROUP OF STATES. COMPENSATION FOR TEMPORARY DISABILITY
IS ALLOWEO IN ADDITION TO SCHEDULED INJURY V/J7H CERTAIN LIMITATIONS AS TO PERIOO

4.500 3000 2.625 2.250 1.500 16.875 13.125 4.500
14.820 9.139 7.410 4.940 3.705 49.400 30.875 7.410
11350 6.900 4.500 3.700 2.250 43.200 30.750 5.700
36.100 18.050 14.440 10.830 10.100 148010 90.250 14.440

INTHIS GROUP OF STATES. COMPENSATION FOR TEMPORARY DISABILITY IS
DEDUCTED FROM THE ALLOWANCE FOR SCHEDULED INJURY

No schodu'o. PP bonefttf pad ai 66-23% of wages up lo 425 weeks according to degree of disabrirty.***

13.050 7.830 5.220 5220 5.220 45.675 32.625 5.220
9.780 5.705 4.890 3.260 2.445 40.750 32.600 4890
13.440 10.080 6.720 4.704 3.360 44.000 28000 6.720

January 1,1987

OTHER ONE HEARING
TOES EVE ONE EAR
AT 4
$2420  $27,280 511 660
3000 30200 9000
1822 21.802 14575
1,694 18170 8.468
640 21.105- 0235
924 11676 2.W0
5304 95.880 21218
3663 48.644 18217
7263 72,630 23.605
3.500 26250 13125
1.120 19.60C 7.280
5.068 50.680 16536
1.190 20.741 -
6.528 81.600 27200
0.460 78.960 28209
1.956 19558 9.778
1.220 81252 15.250
- 14.959 11124
4301 63242
1.400 14.000 5.600
2194 21934 6.805%%
2.392 24.668 5.980
2250 28.125 11250
1476 41228 14.760
1.206 35276 4024
4181 38.822 11.945
3.060 36.960 21550
720 9.000 3.000
3.76C 47.000 9400
500 12:500 7.500
675 » 220
900 14.400 5.400
3.082 33.906 24659
2.620 39.300 13100
1.890 18.900 14175
076 26.280 3650”
4.650 58.125 24.130%*
3.260 32.600 16200
13725 35685 21260
4140 21500 7.200
3.659 30.189 20583
2925%%  3.175 4212
1719 23.087 9.824
16.148 161.483 52.482
9.685 96.851 31477
- uif.
2250 13125 5.625
2470 29.640 7.410
2.400 24.000 9000
5.776 99.275 21.660
12« .0 %7
2,610 26.100 —
1630 32.600 16.300
2.240 22.400 —

NOTE—A/nountj mchart rolled maximum polonlial onbtiemont. In Canada, permanent physical ImPairments_generally are componsalod bzdegree ol (fcsaPAty uvng modfcal rating schedules os guidotmns.

Numbers milalcs are computations (cr loss ol major member, loss o! log produdmg use o

22

artificial limb. or oss ol eye by onuooabon.

HEARING
BOTH EARS

535800
37.800

43725
24232
43.540
11.670
83.648
42.739
90.788

28250
28.000
03 600
29.741
108.800
98.700
39.110
81252
29.535

-)

21.000

28.327**

29.900
M

60.516
28.140
44.795
46.200
12.000
47.000
24.000
9.000
18.000
50.660
39.300
28.350
21.900
99.975
32.600
32.940
43200
50.316
25272+
201.854
121.064

NOVEV,-y.

15000
27.170
22500
93.860

v Vv

26.100**
40.900
33.600

ok



CHART VIl CJINCOME BENEATS FOR SCHEDULED INJURIES CDanuary 1,1987 (continued)

Ala. 'Effective 2:1115, maximum weekly PP benefit It lou«r ol $220 or 100% SAWW.

Alaska '"M.umum dol«ar amount fixed by elatuta.

Am. Samoa *Ar>—312, hand—244. thumb—75. first finoaf—48. nd finger—30. third finger—25. fourth finger—15,
leg-288. too*—205. great l00—30. other loot—18. one «yo—lLOU, ooo car—62. both ea/e-200

Anx. *PP tonelil it 55% of monWy compensation up lo J1.325 (- $168 01 weekly).

Ate 'Maximum amount for PP U $69 300

CaW. "MaxmumPP bcieM is $140 00. effocfive 1/1*4. Duration vanes accordng to percentage of permanent dtsaMrfy.
adjusted lor age and occupation. Chart rofiocts ttandard rating lor individual age 39 and lot* of major arm.

"Quirt rotocls boneMI lor toss of eye ifunable lo wear artificial eye. Life penson up lo $64 21 weekly also payable
lor loss of armor leg

Colo. 'Maxsnum weekly benefit it $84

Com ‘CommriMXi may award additional benefits basod on lose of eemtogs

Ra 'Permanent impairment caused by amputation, loss of80% of vcponn either eye after corrector, or tone us facta!
drttigurement—$250 por t%ofdisab*1.ty up to 10%, and $500 per 1% ofcfcsabkty over 10% Wage-loss benefits also
payable n all permanenf Bnpaeroent cases—95% of difference between 85% of pro-injury wages and oammgs after
maximum modoal improvemont. up to 100% ol SAWW weekly. Social Security reuremer* benefits are deducted from
wage lass benefits

Hawaii 'In cases m which the disability n determined as a porcamage of lotai loss or impaemom ol physical or mental
functon of the whole man. the maximum compensation a the corresponding percentage of 312 times SAWW
(- $99,216 effective 1/1*7)

Idaho *Waumum weekly PP bonefd a 55% of SAWW for year in wtech tojixy occurred (¢ $169 95 lor 1907).

11 ‘Effective January 15 Fqures reflect benefits lor amputaeon of member—maximum 133-10%.9f SAWW ( >5544 00
as of 1/1587). For other PP benefits, wage replacement rate a 60% and maximum is $293[6 from 7/1*4-630.87.
and thereafter increased by percentage increaso « SAWW.

tod. 'Payable lor 52 weeks: maximum weekly PP benefit is f 75.

"Second 100—$2250. Hurd toe—$1600. lourth toe—$1,125. fifth loo—$750.

towa 'Maximum weekly PP benefit Is 104% of SAWW (- $564.00).

Kan. 'Additcnai heakng penod up to 15 woeks may be aftowed. Maximum weekly PP benefit a 75% of SAWW.

Ky. 'Maximum weekly PP benefit is 75% ol SAWW (- $247.00). Degree ol duabdorTy is delermmed by Amencan Metkcal
Association Gude or decrease m eammg capacity, whichever is greater.

"Snce 960, an employee sustaining work-related hearing loss is onuecd to either functional loss to the body as a
whole or occupational d»sabikty. wnchevor is greater. Hoanng loss claims receive same treatment as occupational
diseases and injuries, with a final dotermmauon by the Board os lo degree of disability.

La. 'Schedi/e apples lo amputation or <fcsabdty greaior than 25%. Supplemental warnings benefits are GG-20% of the
difference between 90% of prt-i“ury wages and posl-injury earwigs, maximum 520 weeks: cease 2 years after
tarmmattn of temporary total dtsabhfy (unless paid for 13 consocukvo weeks dunng that bms) or upon retirement or
recerpt ol Sooa' Security retiromont benefits.

“Permanent heanng loss due to single traumatic accident.

Md 'Maximum weekly PP benefit rs 33-1/3% of SAWW (- $122.00): where benefits are payable lor 250 weeks or
more, the number ol weeks are increased by 1/3. and maximum is 66-23% of SAWW (+ $244 00).

Mass. 'Maximum PP benefit is 100% of SAWW (- $38367). Proportional benefits for partial loss ol Whbs (fingers,
loes).

Mch. 'Wage-loss benefits payable for bfo.

"Heanng loss compensate basod on lost earwigs.

Mum. 'For permanenf partial dcsabrfty. impaument compensation (1C) is paid in lump rjm if take job If no job offer
made, economic recovery compensation (ER) tj pad weekly. 1Cequals scheduled dollar amount ($75,003 to $400,000)
imes percent whole body disability. ER equals percent drsabrfrty limes scheduled number of weeks (600 to 1200
weeks) limes weekly IT rate, f mcunem payment of PPO and TPD benefits aitowed if employeo his returned to
work forat least 6 months, and. il appkcaWe. completed rehaWrtatioo program.

Mo. ‘Maximum weekly PP benefit la 45% of SAWW ($150 71 eflecuve 7/1*6); minimum a $40. If amputation or 100%
toss ol use. additcnal 10% compensation.
wOccupational hearing loss law proades benefits up to 40 weeks (I ear) or 148 weeks (bcth ears).

Moot ‘Maximum weekly PP benefit is 50% of SAWW (- $149 50. effocwe 7/1*5). Claimant may efed schedule or
wage-toss indemnify.

Neb 'Terms run consecutively tor tees of. or loss of use of. more than lmember buf toss than total drsaWrty
«'Permanent total toss of heanng ts compensated as permanent total <*sab*ty.

Nov. 'Each 1% of impairmervl Is compensated by .6% of worker s monUrfy wage up to maximum, payable lor 5 years
or unfcl ege 06 (rmg 1year onnuafy unfct eg# 70 begtow\ 7/1*6), whichever is taler. Maximum montwy wages
are $2230.45 as of 7/1*6

NJ. ‘Computations indude allowance for amputaion of member (30% additional compensation) Compensation is
payable weekly at 70% of pre-injury weekly wages, up to a maivnum of 55% of SAWW lor arm or leg. 45% of SAWW
for hand. 40% of SAWW for fool or one eye. 35% of SAWW tor heanng-doth ears. 20% of SAWW tor other schoduled
kyrhes Inchart

NY. 'Additional weeks tor TT * excess of statutory heafing period, maximum $150 as of 7/1*5. Compensation for
wage-toss to edition to schedule rf impairment due to toss of 50% or more of member.

ND. "PPbenefit is $60 wtesfy lor schediied number of weeks: amount indudes 25% adckbonal tor masfer hand.

Ohio 'Max-mum weekly PP benefit is 100% ol SAWW (- $378.00 for 1967). Compensation payable tor 200 weeks rf
peromtsge of ddabtty is 90% or greater.

Okla 'Maximum PP benefit is 50% of SAWW (- $16300 effective 11/1.85).

Ore. 'Calculated at $125 per degree tor scheduled injury. $100 per degree tor unscheduled injury.

Pa. 'Healng penod is 25 weeks lor leg or loot. 20 weeks tor an ami or hand; 12 weeks tor grsal toe; 10 weeks tor
thumb, eye. or heanng; 6 weeks for finger or toe.

P R 'Maximum PP benefit is $45 weekly; naeased to $60 as of 7/1/77.

“Permanent visual dsabitty ts ctjﬁpensated aocordng to percentage of total disabfcty. n adcShoo, toss c* eye
by enudeabon ts compensated at 1\ of permanent total disa&fcfy.

Rf. 'Maximum scheduled PP benefit is $90 00 weekly. Maximum la 100% of SAWW tor unscheduled injury.

Utah 'Maximum per week, including allowance tor dependents, n 66-23% of SAWW (« $219 effective 7/1.86).
"Entry presumes total toss of heanng in one ear and no teas of hearing in the other (16-23 weeks). Benefits are
based on the percentage of hnaural hearing toes, adjusted ter claimant's age.

VI 'In addfion to TT except lor toss of heanng in 1tar.

Va 'Benefits tor scheduled tojuncs are payable in addbon to compensation tor temporary dsabOty. County of Spot-
syfvanta v. Hart. 210 Va. 565.238 S E.2d 613 <1977). Aftererpvajon of scheduled award, clamant may Me for further
benefits wntnm 1 year Jsd Incapacitated.

VJ. 'PP benefit is 66-23% of SAWW weekly (- $183 00 effective 1/1*5).

"For toss of two or more digits or one or mere phalanges of two or more digits on a hand o' toot benefits may be
proportioned to the toss of use of tha hand or loot

Wash. ‘Benefits fired at amount receded to chart.

W.Va. 'Manmum is 66-23% Of SAWW (- $228.71 otfcctve 7/1/06).

Wa. ‘Maximum weekly PP benefil is $117 elective 1/1*0.
"Second toe—$2,925. other toe*—$2,340.
""Under occupational hearing toss taw. maximum is $421206 weeks lor 000 ear and $25272216 weeks tor both
era. as of 1/1*7.

Wyo PP benefit is 66-23% of SAWW. (- $245 61 as of 1/1*7).

F.E.CA 'Includes allowance for dependents.



CHART VI INCOME
MAXIMUM WEEKLY PAYMENT MINIMUM WEEKLY PAYMENT
PERCENT
OF
JURISDICTION WAGES AMOUNT RATE AMOUNT RATE
ALABAMA 6*20 $31900 100% SAWW $8600° 275% SAWW'
ALASKA 00% of 1.108 00 200% SAWW 110C0
spendable
earrings
AMERICAN SAMOA 6723 20500 4000
ARIZONA 68-23 20559
ARKANSAS 66-23 175 00- 2000
CALIFORNIA 66-23 224 00 11200
COLORADO 66-23 35168 80% SAWW
CONNECTICUT 66-23 40600 100*. SAWW 8160* 20% SAWW
to
61200
DELAWARE 66-23 244 22 68-23% SAWW 81.41* 22-29%
SAWW1
OfSTRICT OF 66-23 up 453 94* 100% SAWW 113 48* 25% SAWW
COLUMBIA 10 00% of
spendable
evnngs*
FLORIDA 66-23 33000 100% SAWW 2000
GEORGIA 66-23 17500 25 00*
GUAM 6623 14000 66-23% SAWW soo00'
HAWAN 66-23 31600 100% SAWW TT—7950" TT—25%
PT—79 50 SAWW
PT—25%
SAWW
IDAHO 60 278 10 90% SAWW 13905 45% SAWW
lo
386.25
ILLINOIS 66-23 544 00 133-1.3% SAWW 1T—100 90* PT—50%
PT—204 00 SAWW
INDIANA 66-2-3 13000* 7500
IOWA 90% of 61300 200% SAWW 107 00* 35% SAWW*
spendable
eammgs
KANSAS 66-23 247.00 75% SAWW 2500
KENTUCKY 6623* 322.19 100% SAWW 64 44 20% SAWW

*Actual weekly wage it less.

2Amounts shown m italics have been calculated.

3Sooa) Security oHsots generally apply Dy formula up to 50% ol base benefit.

Ala ‘Compensaton may be ncroascd up to 10% for failure to pay within 30 days after oue

Atasva "SpcndaWe weekly earrings if less.

Ahi “Increased to $109 as of 7'1 87
‘eIncreased to $85,050 a«er 7-107
** 18% penary for la«ure to pay without an award. 20% ponafy for faftjre to pay with an award

Conn '80% of average weekfy wages, if less
" 12% merest benefits added if unduo delay n payment. 6% interest added tf undue dotay « adiustment (4 wooVs
presumed unOue deUy)

0 C. ‘Maximum s no lesa than S4S3 94. rtwwnum is 25% SAWW o 80% of actual earrings d less Benefits for 0 C
government employees are smvcu lo F.E.CA

Fla "Compensation increased 20% if unpaid 30 days after award
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AUTOMATIC

LIVING
INCREASE

TIME
LMt

AMOUNT

LIMIT2 OffSETS1 NOTATIONS

Osab-iry Annual increase n maximum etlectrve JJF | *

Annual ncrease *t maxmum cffed/ve
January 1

Sooa! Seiuniy.
unemployment
compensation

OisaWify

Osabrt/fy Compensation increased 10% d nstalmenf
without award unpaid after 14 days. 29% d w
siaament toapwog award mpao aoer io

days

TT—OsabAty
PT-Lde

Benefits payable monthly Additional $10
mentrry 4 t or more total dependents, not
subject lo rnaimum.

Unemployment
compensation.
Sooai Secuhty

25% penaey lor emotoyers notation of safety
laws *

IT—450 weevs
PT—0saW-ty

rr-78 750”

TT—after 2
years

Umcmotovmer*
compensator).
Social Security

50% increased compensation 4 ryury due lo
employer s senous. waifui misconduct

TT—OisaWrty
PT-Ue

Annual increase n max.-rom ettecirve Jufy l
Compensation increased 50% d employer
tsJed to compfy with rourance provtvons
Compensation decreased 50% d ryury resum
from worker s fa*ure 1d obey safety regulator*
or from mtoucason

TT-D-saWrty Social Security

PT—Of#

October 1 Annual increase 0 maimm etlectrve October
1 Additonai $10 wee«)y per dependent chnd
uroer 18. maximum 50% ol bas<c benefit or
75% of wage twttchever« less) Compensa-
tion increased to 75% of wage* d employer vi-
olated OSWA regulation.”

Gtsabvfy

Annual increase m maxmum effeebve Jixie
15

QisabAty

Annual increase m maxmum etlectrve
January 1*

PT-Oocher 1.
maumurr. 5%*

Sooa! Securfy.
employer-
funded penvon

t>sabwty

TT-f15.50 Unemptoymsni
compensator).

Sooai Secunry

Annual increase m maximum etlectrve January
1 Compensation ncreased 10% d msiaBment
unpaid after 14 days *

TT-350 weevs
PT DisaOHy

Board may assess $500 penalty tor refusal,
unreasonable de»ay. or winful neglect to ma«e
payment*

Quabriify

Qisabikty 40.000 Compensation increased 10% lor Lite pay-

ment without award. 20*. 4 awawf

Annual increase mmixmum edectrvo January
1 Compensation may be increased t0% lor
LWuro to pay witfin 31 days after decision c*
award, or withcn (0 buvness days lor uncon-
trovened temporary total disability case.

PT—juries
poor to June
18. 1960

Osabfcty

Osab-i-fy After 52 weeks Annual increase n maximum eftectwe January
1 For first 52 weeks benefit is 60% ol work-
ers wages il there are no dependent ctitdrsn
underaﬂf after 52 weeks beneU a COS ol
SAWW. Benefit 1Sincreased 7% ol SAWW per
dependent chdd (up to 5). but may not exceed

90% ol wages 6% interest on late payments

Sensannuai increases in maximum effective
January 15 and July 15"

TT—Disability
PT-Uto

PT—July 150l
2nd yoar

After 500 weeks additional benefits are pay-
abto nom second injury fund m 150-week m-
cromonls **

500 weeks 95.000

Annual increase m maximum etlectrve JiAy 1
Benefit-! increased 50*. il late or stopped wim+
out good cause

Disablrty

Oratkkty n - 75.000
P T -100.000
(ndudcj TT)

Amual wrcjso mmaxmum effective Jufy 1
Compensation mar bo increased up to $100
per week past due (phis up to $25 per woek
past duo lor failure to pay medcal bU)

Annual increase m maximum effective January
t. Compensate*) increased or decrgasc-d 15*.
if injury causod by safety violation 1% inter-
est on lalo payments

OsatxWy

Ga *Income payable without award increased 15% d not paid witten 14 days unless clam s controverted or Board
excuses Awarded benefits increased 20% d not paid wnthm 20 days unless Board grants review

Hawaa ‘Actual wages if less, but no less than S38.

U “Minimum TT benefit is $100 90 d unmarried and ranges up to $124 30 d 4 or moro dependents In aft cases
clamant recorvos actual weekfy wago d less.
"TT benefits may bo increased $10 per day. uo to $2,500. lor unreasonable dday m payment; 14 days is pre-
sumed unreasonable Compensation may be increased 50% tor unreasonable or veiatous delay m paymont
Compensation may be increased 25% tor employer's wufui violation ol salary standard

tod “Effective 7/11W
“Award is increased 5% d employer loses on court appeal: court may increase to 10%

towa ‘Employee s spendable earrings d less

Ky *00% of AWW dunng reha&blaoon



CHART VI O

MAXIMUM WEEKLY PAYMENT MINIMUM WEEKLY PAYMENT
PERCENT
OF
JURISDICTION WAGES AMOUNT RATE AMOUNT RATE
LOUISIANA 66-23 526100 75% SAWW 69 60 20% SAWW'
MAINE 66-23 447 92 n 52500"
MARYLAND 66-23 365 00 100% SAWW TT—5000"
MASSACHUSETTS 6623 28357 100% SAWW T7-2000* PT-29%
PT-76 71 SAWW
MICHIGAN 80*. O 39100 90% SAWH// PT—10847 PT—25%
spendable SAWW
earrwngs
MINNESOTA 66-23 36000 100% SAWW 180 (D 50% SAWW*
MISSISSIPPI 66-23 14000* 25 (D
MISSOURI 66-23 261.19 75% SAWW 4000
MONTANA 66-23 299 00 100% SAWW
NEBRASKA 66-23 22500 49 001
NEVADA 66-23 34195 1001. SAW/I
NEW HAMPSHIRE 66-23 49200 150% SAWW 13100” 40% SAWW'
NEW JERSEY 70 30200 75% SAWW 80 0C 20% SAWW
NEW MEXICO 66-2.3 298 63* 100% SAWW 36 00
NEW YORK 66-23 30000 TT—2000’
PT—30 00"
NORTH CAROLINA 66-23 308 (IJ 100% SAWW 3000
NORTH OAKOTA 66-23 296 00 100% SAWW 17800° 00% SAWW*
plus
depotdents
OHIO 72—firs! 12 37600* 100% SAWW TT—12533" TT-33-13%
weeks PT—18800*  SAWW.
-23-after PT-50%
weeks SAWWV*
OKLAHOMA 66-23 217.00 66-23% SAWW 3000'

U "PT benefits roduasd so that combned Sooai Socumy and PT benefits do not exceed 80% of pre-njury wages

Mams ‘Frozen at $447 92 until 6 X 88
“M-mmum not applicable to Mnchcapoed persons employed by a sheltered workshop
" Carne< may be assessed up to 525 por day for la-luro to pay award -ndvn to days Added benefits dunng
rohabrtatcn—535 weetoy

Md ‘Benefts increased October f for persons npired any bmo dunng July 1. 1965. through June X. 1978. and
recemng PT benefits n Juty. 1973

Mass “Actual wages rf less, but no loss than S20 if working at least 15 hours a week.
*260 times SAWW: toc/udes permanont partial disabkry
*«"Double compensation 0 tojury due to employer s senous and wiSful misconduct. 1l no benefits are paid pnor to
final deoston of claim, award is based on benefits in effect at time of (Jocstoo etsioad of date of injury
Ex*ge ky supplementary benefils after 24 months, caicutatod on October t. equal to base benetit bmcs percent
mc-  »to SAWW over SAWW at time of injury

Men ‘Conclusive prtsumpoon of PT osatxiity does not oilond beyond 800 weeks from injury, thereafter dotemvned
to accordance with fads.
"Bene”j reduced 4 ctamant is ongO*e lor Sooai Security arc such benefits aro not be*ng coordnaled

Mm ‘A&ial wages if (ess. but nof toss than 20% ol SAWW; S72 00 through 900 87 After 208 weeks total OsabJ-
Ify. Supgemenury benefits brmg compensation to 65% of SAWW. 5234 00 through 90087.
«*Qcier government rksabuty benefits from samo injury a!so offset

INCOME BENEFITS FOR TOTAL DISABILITY n

TIME
LMt

AMOUNT
LIMIT,

Osafrkty

Du*d*ry

Osabdty TT—93.730"

Duality*

Osarxkty

ba.c0r

450 weeks

TT—400 weeks TT—104,476
PT—Life

CXvjtw.y

OsaoiUfy

TT—OsabAty
PT-Lde

OsatMify

TT—*00 weeks TT—r20.800
PT—Lde

600 weeks 179.18

CksatxMy

TT—OsabiMty
PT—Life

Osa&kty

TT—Disability"
PT-Lde

n -150

weeks'
PT—OisabrHy

TT—32.550

Miss ‘EMoctivo 7 | %

AUTOMATIC
COST OF
UVING
INCREASE

AmiwMfy
(Quty 1 d maxi-
rrvm CenoM or
«ldafeol njury
s pnor to
7183)

<>

PT
(tojory pnorfo
1/182)

A-wvcrvary cf
w

Jufy 1—aher3
years

January 1,1987 (continued)

OFFSETS3

Sooaf Seo>
nty." unemploy-
ment compen-
sation,
employer-
i ded dsato-
. federal
workers com-
pensaUto

Errpiojer kjnded
boneUs. Uto age
Sooai Seotofy.
memp/Ctymert
benebts

Unemployment
compensasen.
penscn. cidage
Sooai Seanry
Disa&tfy.
uncrrptoyrnert
compensator!,
penson. ofo age
Sooai Seototy
retirement”

Sooai Security
after 525 000
paxT*

Sooai Security

SooM Security

Social Security

Sooai Security

Unemployment
benchts

Sooai Security

Employer lunded
benefits

NOTATIONS
A/nual eicgpase to rnaxmum eflective Sep-
temper t 1% nteresi on late payments

Annual increase m maxinxm effect** Ji/y
1 Compensation may be ncreascd 10% for
fa/ure to pay uncontroverted cUm w hn
10days "*

Annual nirease Bhiumm effect*
January 1 If permanent tfrsabwty exceeds
50% of whor.-' body, worker recedes
addtonai compensation from Subsequent
tr*jry Fund a her completion ot pa/mec.tj Gy
empfoyer

Annual ryxease n maimun effect**
October 1 Add-tonal 56 week.*/ per
dependent J total benefit does not exceed
5150 or 100% of wages "*

Annual increase to maxmum effect**
January L Additional 550 per day for award
unpad alter 30 days, maximum 51500

Annual increase « maximum effective
(f tober L Laie payment may be rotated
Y% d toeicusabty delayed, pus meres!

Additional r*hab*taeoo aoowance uq to 510
weekty lor 52 weeks

1
Annual increase n maximum effective Juty
1 TT and PT benefits may be pad out ma
lump sum. aub;cc! to a discount of 7%

Compensation may be increased 20% it
payment unreasonably defayed or refused

ngtjal increase to maitoxm efted/v* Jidy
Y% nteres| for tale payments *

TT benetos pjyabfo tx-weokty. PT benefits
payable monthly.* Annual increase to
maxmum effect** Juty 1 ig

Annual ncrease to maxmum effeclnv* Juty C
1 Double compensation il empfoyer j
violated pnor recorded safety standard

Annugl increase to maximum effective Jan-
uary L After 450 weeks at reduced rale il
employed; at fuH ralo il not able lo be reha-
bdrfautd

Annugl ipcrease in manmum ctlcctive Jan-
uary . additional compensation pay-
able by empfoyer tor fa/ure to provde
safety devices.

Persons receiving PT benefits may collect
fun compensation and wages, but not to
excess of pre-injury wage base *

Annual ncrease inmaimum eftectne
January ).

Annual increase m maunmm cffoctrve Juty
1. AdrStxvul 55 weekly per dependent child
under 18. or to ago ZZitchild is attending a
fuH-timo educational msMuiico. total bcno-
fets may rotexceed claimants net Uke-
homopay.

Annuj) me/ease in maximum effective Jan-
uary L HPT benefit plus SooaJ Security
aro less than 5161 92 weekly. Disabfed
Workers Rekef Fund pays the lesser of the
difference between the OWRF rale and PT
or the OWRF rate and sooai security,
amount increased armuasy by ncrease m
Consumer Pnce Index

Annual ipcrease n maximum effective No-
vember 1 TT may be extended to 500
weeks.

Mo ‘Compcnsatsxi increased 15% d injury caused by faiure to comply with statute or order, decreased 15% il
caused by worker's failure to use saiety device

..-Xit ‘Compensation turmmaies upon rece-pt of Social Security retirement benof.ts.
NM *AWW frozen at 7/1*8S levels ERective 7,1.8610 7.187.
Navnda ‘Mairnum monthly wages on which benefits are computed are 52.230 4S. effective 7-186
N'Y. *Wage base at ume of oonvng (150% of maximum payable)
Ohio ‘Maximum PT rate is tt&3% SAWW unless claimant receives Sooai Security, which. oombned with PT. bnngs

maximum up lo 100% SAWW

"After 200 woeks claimant exammed to determine rf disabiUfy b pormanent
OviaJoTia “Court order may extend benchts for up to 300 weeks.
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CHART VI OO INCOME BENEFITS FOR TOTAL DISABILITY
MAXIMUM WEEKLY PAVMF-NT MINIMUM WEEKLY PAYMENT
PERCENT
of
JURISDICTION WAGES AMOUNT RME AMOUNT RATE
OREGON 66-23 TT-344.77 100% SAWW 5000*
PT-369 77
PENNSYLVANIA 66-23 36100 100% SAWW 180 50* 50% SAWW
PUERTO RICO 66-23 1T-65 00 TT-2003
PT-2BB6 PT—1154
RHODE ISLAND 66-23 32000 100% SAWW
ptus
900 per
dependent
SOUTH 66-23 308 24 100% SAY/W 7500'
CAROLINA
SOUTH 66-23 26200 100% SAWW 13100* 50% SAWW*
OAXOTA
TENNESSEE 66-23 189 00* 2500
TEXAS 66-23 22400 n 538 00 n
UTAH 66-23 TT—32900 TT—100% SAWW 45 00*
PT—28000 PT— BS% SAWW
VERMONT 66-23 465 00 150% SAWW 155001 50% SAWW*
plus
dependents
VIRGIN TT—66-23* 183 GO 66-23% SAWW 6000* *
ISLANDS PT—75
VIRGINIA 66-23 32600 100% SAWW 81 50" 25% SAWW1
WASHINGTON 60 to 75. do 27178 75% SAWW 43 02*
pendmg or.
coryuga) sta
tus
WEST 70 34306 tI"CSAWW 11435 33-10%
VIRGINIA SAWW
WISCONSIN 66-23 33800 100% SAWW 3000
WYOMING TT—66-2/3 TT—36842 n-i00% saww TT-1B4 2l
PT—24561 PT—66-23% SAWW PT—24561 PT—66-23%
ptus SAWW
dependents
F.ECA 6623 100927 66-23% OF 75% of 156 00* 66-23% or
or twjhest rale lor GS- 75% ol lowest
75 15 rate lor GS-2*
LONGSHORE 6623 605.32* 200% NAWW* 151.33** 50% NAWW* *
ACT

O's *90% ol actual wages. it less
Pa *90% ol wages it less, but no less than 33*1<3%o0l SAWW ($120.33. offeclrvo 1/1B7).
P R. ’May bo paid m monthly instalments ol $100 lo $125 lor klo.

R1 'No compensation lo« PT disability il worker is earnng pro-injury wages. Lump sum benefits avaitaWo attor bene-
Ms have been received lor 6 months

S.C ‘Poison who is para o»quodraptege or has suffered brain damago shall roanve PT benefits lor bto Comms-
s*on may not order lump sum payment m such cases

Tenn. "From date injury ts doformmed to be ‘jormancnt

Texas ‘For Viein case ol amputation or paralysis ol two Umbs. loss ol vison m boih eyes, or permanent msanty
eeManmum increased $7 and mmmium meteased $1 per $10 increase in SAWW

Utah 'OsAbury beyond 312 weeks is payable from Second Injury Fund, minimum $120 weekly
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AUTOMATIC
COST OF
LIVING
INCREASE

TIME
UMIT

AMOUNT

LIMIT* OFFSETS1

PT—Soaat
Seaxify

CxsabAfy

Osat>i?y

TT—312 weeks TT—20,280
PT—Lrfe PT—IB900*

CAsafy

500 weeks* 154.120*

TT—OisabWy
PT-Lrfe

TT—Osatwry
PT—550
weeks*

401
weeks*

DisabMy*

75600

81.84

Sooai Scaxtfy

Disability” Juty*

OsabAty After 2 yoars

or, January 1

TT—500 weeks TT—163.000 October 1“

PT—Oisahikty*

Otsabliry July 1 Sooai Secunfy
imfcr age G5

rr '208 weeks TT-71.356

PT—Life

TT—DisabAty Sooai Sccurtiy

PT—Life

TT—Disability

PT—tife

TT—Disability October | n

PT—Life

Disability PT-October t Jones Art.
Other workers*
compensated
benefits

NOTATIONS

Annual naease mmaxmum effective .Uy
t Aoditnnal $5 weekly per dependent kw
PT (upto 5)

Annual ncrease m maxmum effective
January 1

Concernshon doubled 4 due to emoover a
vtoUSion ol salery or hearh law or rogiiafcvi

Annual ncrease m maumum effective
September 1 ddbonal $3 per dependent
cfxto under 10. total benefit may not exceed
80% ol pre-n"jry wages.*

Annual ncrease n manmum etlectrve
January 1

A/nual ncrease n maximum effective Jt/y
1

After 400 weeks PT benefit ts reduced to
$15

Amuai ncrease n maxmum etlectrve Sep
tember 1**

Annual ncruse in maximu/n etlectrve July 1
Add.oonal $5 1t spouse, ptos $5 per dependent
chAl under 18 (up lo 4); total benefit may not
exceed maxnum.*

Annual increase in manmum etlectrve Juty 1.
Add/vonal $10 per dependent child under 21;
total benefits may not exceed prenjury
wages'™*

Annual increase in maximum effective January
| Total &sabrfrty benefits begm otter medical
and vocational rehabktabon end. Compensa-
tion increased 15% lor injury caused by em-
ployers failure lo obey safety order *

Annual increase m maximum cflcctrvu July 1
Compensation released 20% lor failure to
pay witrun 2 weeks alter duo.

Benefits payable monthly Annual increase n
maxmum effective Ju*y 1 60% ol wage, addi-
bonal 5% of wages for spouse, plus 2% of
wages per dependent child (up to 51 up to
maximum

A3 but FT benefits payable monthly, Annual
adjustment m maxrmum effective July t.

Annual increase m maximum effcctivo January
*

Benelrts payable monthly Quarterly increases
m maximum erteebve January 1. Apnl t. Juty
1. and October 1 PT beneM fixed ol 66-23%
ol SAMW ptos $100 per child monthly.

BeneMs payable monthly, increase effcctrvo V
685 Higher percentage payabfo il 1or more
dependent

Annual increase n maxmum etlectrve
October 1.

VI *PT benefits payable ai least 330 weeks, after temporary cksabikty benefits ccaso After 330 weeks. PT benefits

contmue wtute there is lost earning capacity.

+‘Benefits may be osatiowed if m,ury rcsuKs I-om worker’s failure to uso salary demco
V1 'Durmq vocatonai rchab&ijuon. income benefits are 75% of AWW. maximum SAWW. mrrvmum $75 or actual

wages If less.
Va. *500 week bt lor certain PT cases

"RoopKnl ol Social Security mokgiUo for cosl ol twng increases

Wash "Plus $8.53 lor first c/irfd. $7.15 lor second c/Ud. $5 30 each tor third through fifth children, and $6 92 lor

spouse

Wise 'Compensation may be adjusted up or down by 15% (up to $15,000) lor laArro to use safety device or oboy
code or order. 10% miorcsl payahto on lato payments Employer, msurcr. or both may be assessed penally uo to
double the amount ol compensation (not lo oxceed $15,000) lor bad laith laauro lo mako payments

Wyo. ‘Court must approve PT payments alter $63.12200 (257 tmcs 66-23% SAWW)
F.EC A 'Cent Service Retxcmeni and Otsab*ty Fend (CSRA) overpayments.
Longshore 'Effccirvt 929 84. Nonappvopnatod Fund tostruwcnukiics Aa employees subject to samo manmum rmr-

mum woekty rates os employees covered under Longshore Art



CHART VI

JURISDICTION

ALBERTA

BRITISH
COLUMBIA

MANITOBA

NEW
BRUNSWICK

NEWFOUNDLAND

NORTHWEST
TERRITORIES

NOVA SCOTIA

ONTARIO

PRINCE EDWARD
ISLAND

QUEBEC

SASKATCHEWAN

‘YUKON
TERRITORY

CANAOIAN
MERCHANT
SEAMEN'S ACT

=}

INCOME BENEFITS FOR TOTAL DISABILITY (3 January 1,1987 (continued)

PERCENT
OF
WAGES

90% ol
wexjhied net
income

75

75

90% 01
we»gmod net
mcome

90% of
weighted net
income

90% of net
mcome

75

90% of net
average
earnings*

75

90% of
weighted net
income

90% of net
income

75

75

MAXIMUM WEEKLY PAYMENT

AMOUNT RATE

509 73
591.17
461 54 n

39263 110** of provincial
lo average wage
424 75*

58782

438.46

403 85 ptus
dependents

40428
0

429 66
28847

150% ol provmoal

40070
10 average wages

44378

55838 D

59321*

47467 o)

44301

MINIMUMWEEKLY PAYMENT

AMOUNT RATE

16000’

205661

TT—159 94*

PT—159.94

200 00*

192 92*

120 00*

215 62*

60 00*

Mm«mum

salary

20354"*

137.00"*

12700

Man 'Maximum earring ceiling increased by $1.000 il 10% ol workers injured m preceding year earn in excess o(

manmum

N D. 'Annual review ol mjuxnum Lower figure for single, higher figure for roamed claimant with 2 children.

“1f 63 or older at tuno of loss, maximum is 2 years.

Nfid *100% ol weighied net ea/n-ngs if less

N S 'Minimum for temporary total disability is 75% of minimum wage.
Ont 'For accidents on or after April 1. 1985 Net overage earnngs are gross wages, minus probatrfe mcome taxes.
Canadan pens-on plan premiums and Unemployment Insuranco Lower figure lor smgle. higher figure for mamed
claimant with one child
PEt. 'Actual wages rfJess, but Board may set mrimum at $15.
Sask ‘Lower figure tor single; higher tguro for mamcd clamant with 2 chidrcn under 16 years okJ.
«sMaximum earning ceiling increased by $1,000 rf 10% of workers mpjted m preceding year earn « excess of

maximum

«"Actual wages rfless lor first 2 years' disability.
YiAon 'Benefits increased annually based on Consumer Pnce Index.

TIME
LIMIT

TT—DisaOity
PT—Life

TT—Osabrfity
PT—Lrfe

TT—Osabitity
PTife

TT—OsaWrty™*
PT—Life

to age 65

TT—OsabiUty
PT-Lrfe

TT—Osatntty
PT-Lrfe

TT—tXsatakfy
PT—tife

TT—Os3brfity
PT—Life

TT—OsabAity
PT—Lump Sum

TT—Disability
PT-Lrfe

TT—Disability
PT—Life

TT—DsatMity
PT—Life

AUTOMATIC
COST OP
AMOUNT LIVING
LIMIT* INCREASE OFFSETS5
January 1and
July 1
Can Pension
Osatrrty
Benefrfs
Canadian Pen-
sion Osabtty
Benefits
January 1
Inaccordance
with increases
mthe C.P.I
TT—Anniver-
sary ol
accidont
PT—January 1
Payments in-  Canada
dexed by CPI  Pension
on anniversary  after 1year
ol earnings
toss.
January t

NOTATIONS

PT payable monthly Maximum annual cam-
ergs is $40,000

PT payable monthly Maximum annual earn- m
mgs $-11,100. Annual increase m maxrnum r®

fectvo January 1. tj

PT payable monthly Maximum annual earn-
ings $32,000. Annual increase in maxmum ef-
fective January 1

PT payable monthly Maxmum annual eam-
mgs is $31,900 Annual increase n maximum
effective January 1

PT payable monthly Maximum annual earn-
ings $45,500. effective 1/183. B>ard may
raise compensation as d deems egutab>a

Benefits payable monthly. Maximum annual
earnings $36,000

PT payable monthly Maximum annual earn-
ings $28,000. effective in/86 Additional

$33 00 weekly per chrfd: total benefit may ex-
ceed maxmvn.

PT payable monthly. Maximum annual earn-
ings $32,100

PT payable monthly Maximum annual earn-
mgs $20,000. effective January 1.1367.

PT tump sum. Maxmum annual earrings
$35,500

PT payable monthly. Maximum annual earn-
ings $48,000. effective 9 185. For assessment
purposes, maxmum «sequal lo $34,000 per
annum  After 2 years' disability, an amount
equal to 10% of compensation is set astoe lo
purchase annuity tor benefits after age 65 "

Maxmum annual eammgs $33,000.

Benefits payable monthly. Maxmum annual
earnings $30,800 Gov.-m-Councri may raise
benelds lo level paid m maritime provinces.
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State Workers' Compensation Laws

US. De artment of Labor
m{) 0y ment Standards Adm|n|strat|on
ffice of State Ligison and Lefc#s ative Ana|?13|s
Division of State Workers' Compensation Pfograms

January 1988



State

Alaska

Alabama
Arizona
Arkansas

California
Colorado
Connecticut
Delaware

District of
Columbia
Florida

Georgia
Hawaii
Idaho
Illinois
Indiana

lowa

rule,

° #>
TABLE 18. ATTORNEY FEES IN WORKERS®™ COMPENSATION~
Statutory
provision Statutory
whereby provision Attorney
attorney making fees, upon
fees are unlawful Laypersons approval,
added to acceptance permitted become
Attorney fees established by statute, award 1in of to liens
operating policy, or on individual Determined certain unapproved represent against
case basis by: cases fees claimants awards
25% minimum on first $1,000; 10% on Agency Yes Yes Yes No
balance, statute
15%, statute Court None None No No
25%, statute Agency None None No No
30% first $1,000; 20% next $2,000; Agency Yes None Yes No
10% on balance, statute
Individual case basis Agency Yes None Yes Yes
Individual case basis Agency None None No Yes
Individual case basis Agency Yes None Yes No
30% or $2,250, whichever is smaller, Agency Yes None No No
statute
Individual case basis Agency Yes Yes Yes Yes
25% first $5,000; 20% second $5,000; Agency Yes Yes No Yes
15% on balance, statute
25% to 33 1/3%, rule Agency Yes Yes No No
Individual case basis Agency Yes Yes Yes Yes
Individual case basis Agency Yes None Yes No
20%, statute Agency Yes None No No
20% first $5,000; 15% next $5,000: Agency Yes None No No
10% on balance, rule
Individual case basis Agency None None No Yes



TABLE 18. ATTORNEY FEES IN WORK"IRS"™ COMPENSATION (cont.)
Statutory
provision Statutory
whereby provision Attorney
attorney making fees, upon
fees are unlawful Laypersons approval,
added to acceptance permitted become
Attorney fees established by statute, award in of to liens
rule, operating policy, or on individual Determined certain unapproved represent against
State case basis by: cases fees claimants awards
Kansas 25%, statute Agency None None No Yes
Kentucky 20% first $25,000; 15% next $10,000; Agency Yes No No No
5% balance, $6,500 maximum, statute
Louisiana 20% first $10,000; 10% on balance, statute Court Yes Yes No Yes
Maine Individual case basis Agency Yes Yes No No
Maryland 20% first $7,000; 15% next $18,000; Agency Yes None No Yes
10% balance, policy
Massachusetts 20% on lump sum settlement, individual Agency Yes None No Yes
case basis, statute
Michigan 30%, rule; up to time of trial; Agency None None No No
15% first $25,000; 10% balance on
redemption settlements
Minnesota 25% first $4,000; 20% next $27,500, Agency Yes Yes No Yes
statute
Mississippi 25% before Commission; 33 1/3% in Court, Agency None Yes No Yes
sta tute
Missouri 25%, policy Agency None None No Yes
Montana 25% - 40%, policy Agency Yes None Yes Yes
Nebraska 20% - 25%, policy Court Yes None No Yes
Nevada No provision Yes Yes
New Hampshire 20% - 25%, policy Agency Yes None No No
New Jersey 20%, statute Agency Yes Yes No Yes
New Mexico Maximum of $12,500, statute Agency Yes Yes No No
New York Individual case basis Agency None Yes Yes Yes
North Carolina Individual case basis Agency Yes Yes No No
North Dakota $50 per hour, maximum, rule Agency Yes None No No



TABLE 18. ATTORNEY FEES

Attorney fees established by statute,

rule, operating policy, or on individual

State

Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

1/ This table refers only to attorney fees for claimants,

case basis

Individual case basis

10% TTD; 20% other types, statute

25% not to exceed $3,000, rule

A}, statute

Individual case basis

Individual case basis

Individual case basis

Individual case basis

A, statute

25%, statute

20% first $15,000; 15% next $15,000
10% balance, maximum $9,051, rule

20% maximum $3,000, policy

Individual case basis

30%, statute

AX, 208 week limit, statute

XX} in disputed cases, statute

Individual case basis

not regulated by State statutes or regulations.

WORKERS® COMPENSATION (cont.)

Determined
byj____

Agency
Court

Agency
Agency
Agency
Agency
Agency
Agency
Court

Agency
Agency

Agency
Agency
Agency
Agency
Agency
Court

Statutory
provision
whereby
attorney
fees are
added to
award 1in
certain
cases

None
None
Yes
Yes
Yes
Yes
Yes
Yes
None
Yes
None

Yes
Yes
Yes
None
None
Yes

Statutory
provision
making
unlawful
acceptance
of
unapproved
fees

None
None
None
None
None
None
Yes

None
Yes

None
None

None
None
Yes
Yes
Yes
Yes

Attorney fees for employers and

Attorney
fees, upon
Laypersons approval,

permitted become
to liens
represent against
claimants awards
No No
No Yes
Yes Yes
No Yes
No No
No No
No No
Yes No
No Yes
Yes Yes
Yes No
No Yes
No No
Yes No
No No
Yes No
Yes No

insurance carriers are






Impairment of Upper Extremity

npulation-At Joint 100%

Abnormal Motion

erage range of ROTATION is 130 degrees
ilue to total joint motion is 33%

Impair-
Degrees of ment of
itermal rotation from Joint Motion Upper
eutrai postition (O7) to: LOST  RETAINED Extremity
0* 40 . 0. . 6%
10% s 30 . N 5
207 s 20 ... 20 ... 3
30° 10 . ... 30 .. 2
407 e 0 . 40 . 0
om
3 to:
0" e 90 . .... 0 ..... 14%
100 . 80 10 12
207 e 70 20 11
307 . 60 ... 30 . 9
40° i, 50 . .. 40 . 8
50° e 40 50 6
60" i 30 . 60 ... 5
70" 20 .. 70 3
80" . 10 .80 2
90" . 0 . 90 0
Ankylosis
Joint ankylosed at:
O (neutral position) §0%
10= 70
D 80
30" 90
40° (full int, 10tation) s 100
Joint ankylosed at:
Oqneutral position) 60%
10" 50
20* 40
30 49
40" 57
50° 66
60° 74
0% .. 83
80° 91
90* (full ext.rotation) S—

"position of function

).(S’ < TTJF’[&'[R*’*t

TABLE 20
RELIJ_ﬁA\PTEIONSI-TIIP OFlTII\Y/IPAIRI\/IFI)EA\iT I\SI)EFI-\IF'PE
% E OL MSOK]

% Impairmentof % Impairmentof % Impairmentof

Upper Whole Upper  Whole Upper Whole
Extremity Person Extremity Person Extremity Person
0= 0 3B=21 70 =42
1= 1 36 =22 71 =43
2= 1 37=22 72 =43
3= 2 38=23 73 =44
4= 2 39=23 74 = 44
5= 3 40=24 75 = 45

4 41 =25 76 = 46
7= 4 42=25 77 = 46
8= 5 43 =26 78 = 47
9= 5 44 = 26 79 = 47
10= .6 45 =27 80 = 48
11=7 46 = 28 31 =49
12= 7 47=28 82 =49
13= 8 48=29 83 =50
14= 8 49 =29 84 = 50
15= 9 50=30 85=51
16= 10 51 =31 86 = 52
17=10 52 =31 87 = 52
18=11 53=32 88 = 53
19=11 54 =32 89 = 53
20=12 55=33 90 = 54
21 =13 56=34 91 = 55
22=13 57=34 92 =55
23=14 58=35 93 = 56
'24=14 59=35 94 = 56
25=15 60 = 36 95 =57
26=16 61 =37 96 = 58
27= 16 62 = 37 97 = 58
28=17 63 = 38 98 = 59
29=17 64 =38 99 = 59
30= 18 65=39 100 = 60
31 =19 65=40
32=19 67 = 40
33=20 @B=xu
34=20 69=41

NOTE: Impairment of the whole person contributed by the upper
extremity may be rounded to the nearest 5 percentonly when
itis the sole impairment involved.



/

% Impairment of

T

iRLE 9
RELATIONSHIP OF IMPAIRMENT OF THE HAND TO

IMPAIRMENT OFTHE UPPER EXTREMITY

“ % Impairmentof

Upper Upper
Hand Extremity
0 = 0 18 = 16 it
1 = 1 19 = 17 10
2 = 2
3 D= 18 1l
b= A - 19
2" DD
S ¥
; 5 f 24 2 i
8 T 25— 23 nf
9 8 6 26 = 23 if
10 9 4 21 = 24
1u 10 * 28 — 25 |
12 un -~ 29 ¢ 26 K
ﬁ 1132 MO TR T )
o 31 = 28 n
15 14 1 32 = 29 n
16 14 2 33 = 30 .5
17 15 1 3 = 3

% Impairment of

Hand

35
36
37
38
39

40
41
42
43
44

45
46
41
48
49

50
51
52

Upper

Extremity

32
32
33
34
35

36
37
38
39
40

41
41
42
43
44

45
46
47

11
1?

Xr
2 (
-2

% Impairment of % Impairment of

Upper Upper
Hand  Extremity Hand  Extremity
53 % 43 0 7 §3 S

54 = 49 7t 7L = 64
) 727 65 §7
o= 20 gy~ @ e
58 53 2f 15— @y

59 = 53 *m 76 63
_ 17 - 69 ft

60 = 54 2 = 70
61 = 55 33 9 11 i

- *

62 = 58 llfJ 30 T
SR 81 73 etf
= 58 82 14
65 - 59 83 7 15 V8

& - 59 ch Bo= T8

67 = 60 o g5 = 77 ~f
63 = 61 17T & - 171 ft
69 = 62 87 = 718 V7

% Impairment
Upper
Extremity

Hand

88
89

90
91
92
93
94

95
96
97
98
99

100

79
30

31
82
83
84
85

36
86
37
83
89

90

NOTE: Impairment of the upper extremity contributed by the hand may be rounded to the nearest 5 percent only when itis the
sole impairment involved. Consult Table 19 for converting upper extremity impairmenttowhole person impairment.

D¥grt(s) Involved
Thumb

Thumb, IndeX s,

Thumb, Index, Middle ...
Thumb. Index, Ring.
Thumb, Index, Little..

Thumb, Index, Middle, Ring .... ...

Thumb, Index, Middle, Little
Thumb, Index, Ring, Little
Thumb. Index, Middle, Ring, Little
Thumb. Middle mmmmmn

Thumb, Middle. Ring ....
Thumb, Middle, Little

Thumb, Middle, Ring, Little
Thumb, Ring

Thumb, Ring, Little .. .

Thumb, Little

. TABLE 1
IMPAIRMENT OF 1HE HAND DUE TO AMPUTATION OR

% Impairment of Hand

Digit

Amputated

Digit Ankylosedin
Full  Position
Exten*  of Ful
son  Function Flexion
30 25 38
53 45 63
71 61 83
62 53 73
56 49 @B
80 69 93
6 65 8B
67 57 78
35 73 98
48 41 58
57 49 @8
53 45 63
62 '53 73
39 33 48
44 37 53
35 29 43

10

0
ANKYLOSIS OF DIGIT'S) IN THREE POSITIONS

o0impairment of Hand
Digit Ankylosed in

- Digit

Digit(s) Involved Amoutated
Index 25
Index, Middle 15
Index, Middle, Ring s DD
Index, Micdle, Little .o oo 50
Index, Middle, Ring, Little . .. . 60
Index, Ring 35
Index. Rina, Little e o 40
Index. Little 30
Middle 20
Middle. Ring 30
Middle. Ring, Little 35
Middle, Little 25
Ring
Ring, Little 15
LIttIe v, 5

Full
Exten*
sion
23
41
50
46
55

Position
of Full
Function Flexion
D 5
36 45
44 55
40 50
48 60
28 35
32 40
24 30
16
24 30
28 35
D 5
8 10
2 15
4 5

>
f*
ff
f'f

r/



TABLE 44
RELATIONSHIP OF IMPAIRMENT CFTHE LOWER EXTREMITY TO IMPAIRMENT OFTHE V/HOLE PERSON

% Impairment of % Impairment of

Lower Whole Lower Whole Lower
Extremity Person Extremity Person

0o - 0 25 = 10 50 =
1 — 0 26~ 10 51 =
2 = 1 27 T 1 52 =
3 7 1 28 - 1 53 =
4 — 2 29 = 12 54 =
5 ~ 2 30 ° 12 55 =
6 — 2 - 31 = 12 56 =
7= 3 32 = 13 57 =
8 = 3 33 13 58 =
9 = 4 34 = 14 59 =
10 4 35 14 60
n 4 36 14 61
12 5 37 15 62
13 5 38 15 63
14 6 39 16 64
15 6 40 16 65
16 6 41 16 66
17 7 42 17 67
18 7 43 17 68
19 8 44 18 69
20 8 45 18 70
21 8 46 18 71
22 9 47 19 72
23 9 48 19 73
24 10 49 20 74

IMPAIRMENT OFTHE DIGITSD

Hemipelvectomy

FOQT
UET

20
20
21
21
22

22
22
23
23
24

24
24
25
25
26

26
26
27
27
28

28
28
29
29
30

% Impairment of
Whole
Extremity Person

6 Impairment of “olmpairment of % Impairment of

Lower Whole Lower Whole Lower Whole
Extremity Person Extremity Person Extremity Person
75 = 30 85 = 34 95 = 38
76 = 30 36 = 34 96 = 38
7 = 31 87 = 35 97 = 39
78 = 31 38 = 35 98 = 39
79 = 32 39 36 99 T 40
80 = 32 90 = 36 °° = 40
81 = 32 91 = 36
82 = 33 92 1 37
83 = 33 93 = 37
84 — 34 94 1T 38

NOTE: Incase of shortening due to overriding cr malalignment
or fracture deformities, but not to include flexion or extension
deformities, combine the following values with other functional
sequelae, using the Combined Values Chart.

0 - i inch = 5°bof lower extremity
i — 1 inch =10°/00f lower extremity
1 - 112inch =15"00f lower extremity
1’2 — 2 inch =20!b of lower extremity

NOTE: Impairmentol whole person contributed by lower extre-
mity may be rounded to the nearest 5 percent only when it is
the so/e impairmentin v o lv e d

TABLE 45
WER EXTREMITY AND WHOLE PERSON

T0AM

L
AMP

E
UTATIONS

% Impairment of

Disarticulation at hip joint

Disarticulation at knee joint
Gritti-Stokes amputation

(3" orless below intercondylarnotch)

Amputation at ankle (Syme) .
Partial amputation of foot (Chopart's)
Mid-metatarsal amputation

Amputation of Great Toe
With resection of metatarsal bone
Atmetatarsophalangeal joint

Atinterphalangeal joint

Amputation of Lesser Toe (2nd-5th)

Atmetatarsophalangeal joint

Atproximal interohalangeal joint

Lower  Whole
Digit Foot  Extremity Person

50
100 40

Amputation above knee joint with short thigh stump
(3"orless below tuberosity of ischium) 00 40
Amputation above knee joint with functional stump 90 36
90 36
90 36

Amputation below knee joint with short stump

90 36
Amputation below knee joint with functional stump T0 28
100 70 28
15 53 21
50 35 14
Amputation of all toes at metatarsophalangeal joints 30 21 8
30 21 8
100 18 13 5
7514 10 4
With resection of metatarsal b 0 n e e i 5 4 2
100 3 2 1
8021 0
45 1 1 0

At distal interphalangeal joint

46



Figure 50

planiar-
Figure 51 flexion
dersi-
flexion
%lImpairmentof % impairmentof % impairment of % Impairmentof  “Almpairmentof % Impairmentof
Lower Lower Lower Lower Lower Lower
Foot Extremity Foot Extremity Foot Extremity Foot Extremity  Foot Extremity Foot Extremity
O= 0o D=1 } 40 = 28 60 — 42 7 75 = 53 2) 90 63 2 <r
1 1 2 = 15 & 4 = 29 61 = 43 q 76 = 53 .7/ 91 64
2= 1o 2 = 15 42 = 29 §2 22 43 N 77 = 54 LI 92 = 64 z.-
3y = 2 7 23 = 16 43 30 §3 = 44 78 = 55 -1 93 - 65
4 - 3 o= 117 44 = 31 64 = 45 o 79 = 55 94 - B
s — 4 2 g5 =18 7T 45 - 12 g5 - 46 s B0 = 56 X 95 =67 L]
6- ¢ 26 = 18 7 46 = 32 @B = 46 13 81 = 57 21 96 = 67 27
7 5= 27 = 19 47 - 33 67 % 41 it §2 = &7 97 = @8 X7
8= 6 12 8 — D r 18 — 34 a8 - 1 | 83 - 53 98 = 69 - ¥
9 = 6 WM 9 = XD T 49 - 34 69 - 48 il 84 = 59 XV 9¢ - 69 .
- 71 30 = A 50 — 35 70 7 49 35 = 60 IVV ™ - 0 -
n-= 8. 31 2 1 51 = 36 71 50 18 = 60 -Z-J
< 8 32 = 2 7 52 T 36 72 = 50 - 87 = 61 -
13 = 9 f 33 = 23 1 53 = 37 73 = 51 20 B 62
1w = 10 34 - 24y 54 . 38 40— 52 X/ 89 - 62
5 n . 365 2% 1'f0) , v 8 NOTE: Impairment ol the lower extremity as contributed by the
16 = 1 36 = 25 56 - 39 loot may te rounded to the nearest 5% only wnen itis the sole
H 2 3 =26 1t 51 = 4l impairment involved.
13 13 33 = 20 58 = 4l Consult Table 44 for converting lower extremity impairment to
19 13" 39 e 27 59 — 41

wnole person impairment.
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By Donald T. DeCarlo

Vice President and General Counsel
National Council on Compensation
Insurance

tress! The word itself

is one ofthe most
distressing in the English
language suggesting, as
it does, constraints, pres-
sures, aggravations, frus-
trations, inhibitions—
overt or hidden, subtle or
crass— that create physi-
calpain and worse. More
and more people recognize
that stress is a common-
place part ofeveryday
life. But, for some, that
life can be severely af-
fected, or even cut short,

by its ravages.



Increasingly, a workers’ compensation
claim is viewed as a remedy for workplace
stress. The increase in such claims is-,
not limited to traditionally hazardous
occupations, nor even to occupations in
which unusual stress is apparent. Coal
miners and airline pilots may be affected
by emotional stress, but so may office
workers and executives.

In particular, claims for mental dis-
ability caused by workplace stress are now
quite common. A National Council on
Compensation Insurance (NCCI) study of
data from a random sampling of claims
for 1980-82 in 13 states revealed that
gradual mental stress claims accounted
for about 11 percent of all occupational
disease claims. About 59 percent of
the claimants were age 39 or younger.

Nationwide, it has been estimated that
there were 11,600 such claims, resulting
in an estimated total cost of $30 million
during 1983, up from virtually no cases at
all ten years ago.

Clearly, the rise of work-related stress
claims must be scrutinized to determine,
among other things, the present and
possible future effects on the nation’s
workers’ compensation systems. Pursuant
to studying this issue, NCCI published
a new monograph, “Emotional Stress
in the WorkpJace— New Legal Rights in
the Eighties." This study summarizes
the past and present status of the laws in
each state for work-related mental stress
claims, and attempts to identify trends in
this increasingly significant field.

Claims in which either the stimulus or
The disability is mental in nature gener-

May/June 1985

Solne state courts
* g 4 ”
liuv,e concluded that'
#i i *
. > Om
m ental injuries are
. “ » N
to be treated no ol
differently than
* ! *
physical injuries.

ally have been brought within the scope
of workers’ compensation systems. Exam-
ples of these kinds of claims are a heart
attack caused by a stressful job, or
chronic depression caused by an injury
that makes it difficult to do the job in the
same manner as before the injury, some-
times called traumatic neurosis.

But mental stress-mental disability
(“mental-mental™) claims are even more
problematic because there usually is
no physical corroboration for either the
source of stress or the disability. But, to
the worker, the effects may be no less
disabling than a physical injury.

Consider these examples of mental-



A worker who has

endured'30

tedium in a repetitive

job suddenly can not

tolerate another

mental claims. A worker suffers a nervous
breakdown after viewing the death of a
fellow worker on the assembly line.

A worker is unable to concentrate on job
duties following a co-worker’s suicide.

A worker fears further exposure to chemi-
cals in the workplace after reading that
workers in another factory contracted
cancer following exposure to the same
chemicals. A worker suffers emotional
problems when unable to cope with new
office procedures.

And there are others. A worker who
has endured 30 years of tedium in a
repetitive job suddenly cannot tolerate
another day. A worker who is transferred

4

to a new department feels harassed by
the supervisor. A worker suffers an
emotional collapse upon being fired.

Stress has been suggested as a contrib-
utory element of many medical condi-
tions, including high blood pressure,
heart disease, cancer and sexual dysfunc-
tion, even if many of these causal rela-
tionships are debatable.

Mental Stress Claims Will Continue
Not every psychologically impaired or
stressed worker files a claim, of course,
nor i3 it clear what percentage of psycho-
logical disability can truly be attributed
to the workplace. But the recent increase
in mental stress claims probably will
continue. This will be due in part to such
factors as publicity of workers’ compensa-
tion recoveries for such claims, increases
in unemployment in certain industries
that sometimes encourages filing of
claims as a “substitute income,” and
growing legal recognition of compensation
for mental injuries in contexts other

than workers’ compensation.

Not surprisingly, the potential com-
pensability of mental-mental claims
differs by state. There are nine states in
which the case law has thus far disallowec
such claims. They are Florida, Georgia,
Kansas, Louisiana, Minnesota, Montana,
Nebraska, Ohio and Oklahoma; although
in at least three of these states, Ne-
braska, Ohio and Louisiana, recent case
law suggests that mental-mentals may
be on the verge of recognition.

Most state courts disallowing mental-
mentals have relied on specific statutory

Insurance Review



language defining “injury” and inter-
preted it to require a compensable injury
to have a physical element.

There are eight states in which the
claims may be compensable if the source
of the mental stress is a sudden, frighten-
ing or shocking event: Illinois, Maryland,
Missouri, Mississippi, South Carolina,
Tennessee, Texas and Virginia.

In 11 states mental-mental claims may
be compensable if the source of the
mental stress is unusual in the sense that
it is in excess of the stress of everyday
life or employment: Arizona. Arkansas,
Maine, Massachusetts, New Mexico, New
York, Pennsylvania, Rhode Island,
Washington, Wisconsin and Wyoming.

State courts adopting this standard
generally have held that a workers’
compensation injury need not have a
physical aspect and need not occur
suddenly or traumatically to be
compensable.

Claims May Be Compensable

In seven states claims may be com-
pensable even if the source of the mental
stress is not unusual (i.e., not in excess
of the stress of everyday life or employ-
ment): California, Hawaii, Kentucky,
Michigan, New Jersey, Oregon and West
Virginia.

State courts applying this standard
usually have concluded that mental
injuries are to be treated no differently
than physical injuries, and that mental-
mentals are potentially compensable if
the stress arises out of the workplace and
causes disability.
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In the remainder of the states, the
legal status of mental-mentals has not yet
been addressed, or is unclear. A few
state court decisions have adopted a
purely subjective standard not requiring
the proof of any source of stress in the
workplace. Rather, it is sufficient if
the claimant perceives, however incor-
rectly, a source of stress in the workplace,
and suffers disability as a result. But
this approach is rare, and has been
criticized as extending workers’ compen-
sation to injuries having nothing to do
with work. The subjective standard was
abolished by the legislature in Michigan.

The uncertainty of psychiatry— particu-
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larly the reliability of psychiatric testi-
mony— is another factor that has been
expressed in many legal contexts. Studies
have suggested that psychiatrists have a
greater tendency to err by diagnosing
sickness in healthy people than to err by
diagnosing health in sick people. Other
studies have concluded that two psychia-
trists examining the same patient rarely
concur, and that their diagnostic standards
are tco subjective, vague and unreliable
to be the basis for legal judgments.

The nature of the employer-employee
relationship also is coming under in-
creased scrutiny by the courts. Just as
compensation for work-related traumatic

6

injuries is tied to the right of an employ
to a safe workplace, compensadon base
on emodonal disability caused by a
terminadon or demodon can imply a ne
legal right— the right not to be fired.

A Ttend Toward Increased Recogni
Since the compensability of mental-
mentals has, in most states, been recog-
nized only in the past 10 years, there c;
be little doubt that the trend is toward
increased recognidon. Recognition of
gradual stress mental-mentals, where on
sudden stress has been recognized, is
yet another important trend.

ft appears that mental-mentals are a
new breed of claim which, if evaluated
under realistic standards, can be succes
fully handled by the workers’ compensa-
don system. Mental-mentals do not
present the same characterisdcs as asbe:
tos-related diseases, which created
uncertaindes about the funding of the
liabilities and who should pay them.

For example, a large number of menta
mentals have not arisen simultaneously,
with heavy concentradon in certain
industries, as in the case of asbestos-
related diseases. Most mental-mentals
have not involved long latency periods,
and, moreover, the legal standards
applied in mental-mentals are more diffi-
cult to meet when the stress cannot be
isolated to a single event or a series
of ascertainable events. And mental-raen
tals do not involve a tangible product,
such aa asbestos, which can implicare
several different responsible parties and
thereby play havoc with the exclusive

Insurance Review



nature of the workers’ compensation
remedy.

-vs;.--"

More Exacting Proof

There is, however, a need for'some
refinements to workers’ compensation sys-
tems in evaluating mental-mental claims.
For example, one refinement might be

to require a higher threshold of causation
or more exacting proof of casual relation-
ship when adjudicating mental-mental
claims in light of the absence of physical
corroboration.

Also, the Subcommittee on Current
Laws and Proposals of the National
Association of Insurance Commissioners’
Advisory Committee on Occupational
Diseases recently has recommended that
all states establish a panel of impartial.
experts in occupational medicine, indus-
trial science, industrial hygiene and
epidemiology to determine the compensa-
bility and disability of individual occupa-
tional disease claims.

The NAIC subcommittee further sug-
gests that administrative guidelines
be developed addressing causation and
diagnostic criteria, and that central
depositories for the latest medical, scien-
tific and epidemiology data relating to
occupational disease be established. The
report also supports further development
of courses to educate and train the
administrators who decide occupational
disease cases. These recommendations
can and should be applied in mental-
-mental claims.

NCCI favors establishment of panels of
impartial experts which could lend
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A study has
i

recom mended that

all states establish a
panel of im partial
experts.

greater credence to the reliability of
medical determinations in mental-mental
cases. Mote objective criteria to evaluate
the effects of stress have recently become
available, and should be used whenever
practical. New administrative standards
and uniform diagnostic standards would
also be beneficial, as would increased
statistical monitoring and continuous
educational updates.

With reasonable limitations, these new
legal rights of the eighties can be accom-
modated by the workers’ compensation
system which has served society well for
the greater part of this century. m



By Susan Bonham

orkers’ allegations that trans-
errs, demotions and changes in
job duties are overly stressful

and bring on a mental breakdown are

not new. In the past, however, workers’
compensation claims based on such
allegations were rarely compensable.
Today it’s a different story. More and more
mental stress claims are beinj brought

to court and deemed compensable,

and mental stress claims, overall, are on
the rise.

A study conducted by the California
Workers” Compensation Institute in 1983
confirmed a claims increase for neurosis
(e.g., anxiety reactions) unrelated to a
specific traumatic incident. During
the years 1980-1982, such stress claims
more than doubled while all other dis-
abling work injuries decreased 11 percent
during the same period, the study said.

Statistics, observers say, indicate a
higher than expected percentage of
claims by younger workers, which could
indicate that a new generation of workers
is more prone to stress— or at least
more willing to exhibit emotional problems
and more likely to regard them as com-
pensable injuries.

In a recent survey conducted by the
Canadian Mental Health Association,
approximately 60 percent of the respond-
ents reported experiencing “negative
stress” on the job. Frequently cited
sources of stress included work load and
time pressures; quality of management;
relationships with supervisors and co-
workers; contact with the public or
customers; and among men in blue-collar
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and fanning occupations, the threat of
job loss or change due to economic
conditions or technological innovations.
The survey also confirmed that younger
workers, particularly those between the
ages of 25.and 44, were more likely
to feel adversely affected by negative
stress in the workplace. Other recent
research suggests that women are gener-
ally more likely than men to report
physical problems caused by work 3tress.
This could be due, observers say, to
the dual role that most women play— at
home as mother and wife, and at work.
Women also may be experiencing more
stress because they may believe they
are not receiving equal pay for equal
work.

Publicity Spurs Claims

Moreover, highly publicized workers’
compensation recoveries spur similar
claims. This may be important in mental
stress claims because of the seeming
universality of mental stress. Accordingly,
a claim based on such pressures is
likely to draw the attention of a large
number of workers who feel that they are
no less subject to job stress and no

less entitled to compensation.

According to Donald T. DeCarlo, vice
president and general counsel of the
National Council on Compensation Insur-
ance, “Underwriters are not focusing on
mental stress-related claims just yet.
They are not as big an item, from an
insurance standpoint, as the physical
injury in a workers’ compensation claim,
even though mental stress claims are

Insurance Review



on the rise.

“Employers, however, seem to be more
afraid of this kind of claim and are
trying to control it by offering in-house
physical fitness facilities to relieve stress
and stress management programs that
counsel the distressed.”

Robert Schuch, legal manager for
Wausau Insurance, asserted that the
number of stress cases are increasing but
they still have a long way to go before
they surpass back injury, which makes up
80 percent of workers’ compensation
claims.

“As a result, our underwriters place
more emphasis on that which is more
apparent. While the potential for mental
stress claims can indeed snowball, it
hasn’t done so to the extent that I foresaw
back in the early 1980s," he said.

It Is Here To Stay
Although the mental stress claim is new
to workers’ compensation, “it certainly
isn’t a passing fad,” said Catherine
McGee, compensation manager for Wau-
sau Insurance in New York. “Tf. r e
successful the claim is in the co
the more frequently we will see it, one
said, adding that “it is here to stay ”
Given the pervasive nature of stres,. in
modem American life, and in the in-
creasing incidence and prominence of so-
called mental-mental disability claims,
is there anything that managers can do to
identify stressors in the workplace; to
organize programs to eliminate and
reduce them; to create conditions that
maximize productivity and reduce the cost
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of stress to the organization?

Some answers to these questions are
beginning to emerge. According to Dr.
John (Jack)Jones, Ph.D., chief industrial
psychologist of the St. Paul Fire and
Marine Insurance Company, companies
should work out a corporate safety
program that “gets at” the human element
of employee stress reactions.

Through a new program, the St. Paul
helps corporate risk managers to control
losses resulting from work-related stress
affecting the employee. Directed by
Dr. Jones, the company’s Human Factors
Loss Control (HFLC) program is an
extensive program that will help risk
managers get a grip ¢ . the hefty cost of
stress claims.

Adverse Reactions Noted

Stress, the adverse emotional and physical
reactions employees have to any source
of pressure in their environment, has

a “negative impact on personal health and
organizational effectiveness,” Dr. Jones
explained.

Before managers can develop programs
j prevent stress-induced accidents,
however, they must first understand how
employees’ stress causes mishap— how
the stress-accident process works, Dr.
Jones said.

"Stressed employees exhibit specific
symptoms that pre-dispose them to
accidents,” he explained, noting that
these symptoms include fatigue, poor
judgment, impaired physical coordination,
inattentiveness, distorted visual percep-
tion, indecision and alcohol and drug



problems.

“These stress reactions reduce aware-
ness and avoidance of potential dangers
and thus contribute to increased reckless-
ness and risi .aking,” he added.

The way to deal with corporate stress
is to establish a corporate self-help
program, said Dr. Jones. The St. Paul
offers a two-day program given four times
a year for various U.S. companies inter-
ested in forming their own stress manage-
ment system.

Corporate Assistance

Recently, the St. Paul and Control Data
Health Care Corp. put into place an
Employee Advisory Resource System
(EARS) which provides 24-hour phone
counseling, ranging from simple problems
to suicide crisis issues for the employee
and his family.

“We tailor-make an intervention pro-
gram for any company interested in
controlling the rise of mental stress claims
within their organisation. In addition,
we offer risk managers the various skills
necessary to control work-related acci-
dents due to stress,” he said.

“Managers need to determine whether
a stress problem exists, how severe
and lasting it is, whether intervention is
within the manager’s capability and if the
employee should be referred to an expert.
Monitoring suspected problems can help
managers to determine the severity
and the kind of intervention required.
The alternatives— ignoring lingering
problems or disciplining employees— may
exacerbate difficulties,”" Dr. Jones said.
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Mental stress is no respecter of persons
and it turns up among a variety of
occupations including professionals, la-
borers, clerical and service workem.
Claims arise in sedentary occupations as
well as physical ones, among managers
as well as among the employees they
supervise.

Stre'8 Related Problems

According to Terry Monroe, president of
Lifelong Ltd., a stress management
consulting firm, there are several reasons
for the prominence of stress-related
problems: “Information overload is cer-
tainly a factor. Also our sedentary lifestyle
characterized by little exercise and poor
nutrition weakens our ability to withstand
stress. Few of us take the time to relax,
and this contributes to our problems. But
the single most important cause of stress
stems from our absolute depressed feelings
about our inability to change— a sense

of lack of control over our lives.”

A recent national opinion survey
conducted by Lou Harris ana Associates
reported that 92 percent of the American
population agrees that if people stopped
smoking, got better rest, exercised
regularly, drank less alcohol, ate a more
nutritious diet and found more time to
relax these would do more to improve
their health than anything the health care
system could possibly do. There is a
widespread public awareness that the in-
dividual is responsible for his health
and that a positive lifestyle is a major
factor in successfully managing life and
job stress. m

Inaun."ice Review



Economic Consequences of Job Injury.

A Report to the Industry



SUMMARY

Workers' compensation is the oldest form of
social insurance inthe United States, the first to pro-
vide economic security to working men and women. In
the event of a job injury, an employee is entitled to all
necessary medical care, without deductible, coin-
surance or other contribution. Ifthe injury results in
disability, the employee receives partial but tax-free
replacement of lost wages at the employer's expense.
Other employer-paid benefits —vocational rehabilita-
tion and re-employment services, payments to surviv-
ing dependents in the event of death - complete the
income protection objective.

By any measure California's workers' compen-
sation program is the largest in the United States and
exceeds the scope of parallel programs in most
foreign countries. As a mechanism for delivering
medical benefits, it has few challengers for effective-
ness and efficiency. California's leadership in the
rehabilitation of injured workers is established and
accepted. But the record in income protection, partic-
ularly for permanently disabled employees, is less
glowing and raises serious questions about the ade-
quacy and equity of the California workers' compen-
sation system. Consider:

» Income benefits replace less than 50 per cent of
earnings lost because of a job injury, substan-
tially beneath the two-thirus wage replacement
promised by the statute.

e Onaverage, a permanently disabled worker's
uncompensated earnings loss will total $18,000
over the working lifetime.

e Some workers fare better, others fare worse.
Income benefits paid to younger workers who
are permanently disabled replace 135 per cent
of lost earnings, more than double the two-thirds
goal established by law and three times the re-
placement rate of workers in the 25-50 age
group.

» Similarly, income benefits for very minor dis-
abilities restore 88 per cent of post-injury earn-
ings loss, compared to only 32 per cent replace-
ment for the severely disabled.

The income protection imbalance in Califor-
nia's workers' compensation program affects all
injured employees to a greater or lesser degree, but
the heaviest impact falls upon thosewith residual
impairments, particularly the seriously disabled
worker. The Institute's research exam.nes this popula-
tion in detail and provides basehne information about
their characteristics, the nature of their disabilities,
and their post-injury participation in the labor force.

The study confirms the conclusions of many
observers: That income benefits provided by the
California law are both inadequate and inequitable.
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JOB INJURY AND EARNINGS LOSS
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TECHNICAL NOTES

This report summarizes the results of Institute research into
the experienced.workers who sutfered’serious on-the-job injuries,
which resulted either in permanent disability or, in lewer than'5per

cent ol the cases, a period of temporary disability lasting more than

12weeks. ;
SamPIe De,sqn: The stud-' employed a two-stage sampling
rocedure. In the first stage, the Workers” Compensation Insurance
ating Bureau selected a stratified sarhple of cases froma
universe of 55,926 serious claims incurred under workers' com-.
gensatlon insurance policies issued inthe 12-month period ending
une.30,1976. At the request ol the I,e%lslature,,the State Employ-
ment DevelopmenhOepartment furnished earnings records for
each of the selected workers under confidentiality requirements
that protected their identity. Depending upon the date of miury. the
individual earnings records ranged Irom one to nine calendarquar-
ters precedm? the disabling injury and-16 to 21 calendar quarters*"
mafter the quarter of injury..- , o
The original,sample also includecficases involving
employees of self-insured emFoner,s, selected from the records of
the Office ol Sell-Insurance Plans within the California Department,

of Industrial Relations. Approximately 006 claims were identified ~ ™

based on disabling work injuries that occurred in Mag and June ol
1976 and which were still in~"open" status at December 31.1976.
Although the proportion of self-insurer claims were under-repre-
sented”- about 10per cent, compared toa targeted 14 per cent —
the ana(ljysts believe the resulting data are représentative of the
disabled workers population ?urmg the stud[y period
, Ineach case a survey form was sent to the insurer or sell-
insured empIoZer with a request to provide the employee's last
known address and other information from the claim tile necessary
to the study. A total ol 7081 survey lormsJ77 per cent) were
returnedW|th,suff|c,|entqual|fy|rﬁmformatlon. o
Questionnajre Design: The Institute contracted with Field
Research Corporation (FRC), a San FrafiCisco-hased consulting
firm with broad experience in opinion research. to conduct struc-
tured personal interviews with workers disabled during the study
period. The questionnaire was developedJay FRC under guidance
of a research task force appointed by the"*Institute, The develop-
ment phase spanned several months, during which research
objectives were identified and refined, interview Protocols estab-
lished. interviewers trained and a pretest conducted. After approval
of Ihe final version of the questionnaire, a transfation was produced
(or use with workers who preferred to be interviewed in SPamsh.

. Arandom sample was drawn from the 7081 completed
claims data forms and FRC then was provided the names and
addresses of 3374 disabled workers. To maximize the efficiency of
the field effort, interviewing was restricted to workers living in the
10 Standard Metropolitan Statistical Areas ol California, which col-
Iectlve|¥, account for 85 per cent ol the state's population. Alter
completion of prescribed tracing procedures to secure current
addresses. 1076interviews were completed, or 32 per cent ol the
a priorisample and well above the 15-20per cent completion ratio
considered acceptable for opinion research.

Total Sample -- (3374) 100"»
Not Interviewed 432 13
Out ot state/country 29t 9
Out ol statistical area 60 2
Oeceased 7 2

Language barrier, deal
Noi Located 1257 37

“31-=
. M
'Tr .
M---
“Mi -"- A r—
' Respondent Not Available | 257 :?
Healih reasons " "50
T nausen . @ b
interviewed 1076 . 32

'fi- Interviews were'conjgjcted int.ie homes ol the workers het-

-ween Decembers 198t and March 241982 and averalged
apprOX|mateu{,",rt&t,lburfnchjrat|on. Toassure candor, all'inter-
views were “BliFic® e, respandents were unaware the research
wasMing conducted onJaehail ol the workers' compensation
commun; Y Instead, with the cooperation ol the State Department
of Rehabilitatiori.-Wedrt«-wBre informed the interviews were under

thq{_&eggs of that agericy.rj"- o

grtain characteristics - a(};]e, sex. extent of disability,
attorney representation, etc —of the interviewed and non-mter-

Viewedworkers wece compared to tesé the repres ntatlve,qu(?llty

of the uServrewed samptSrjjyomen and workers who received

vocational rehabilitatidrrswrvices were slightly more prevalent in
thedntarilawjetisample than were represeénted m the original
uhiyorsar&jf-all other variables, Ihe distributions are consistently
clo ?,-,and,. accordinglff| Je diflerences do not require any

qualilicaticn of the sample. o
Estimating Earning Loss: An average Pre-m ury quarterl
wage for ityerviewed workers was calculatéd from data supPhe
by eStﬂF]gEmpondV[j Development Department (EDO) In each
Instance the amountw&an arithmetic average unless earnings in
the calendar quarter imnmSJiately preceding the injury quarter was
greater, inwhich case the hlghe,r flgure was used.

The average was mulfiplied by 1610 estimate the worker's
expected earnings in the.four years after injury, a period selected
to reflect maximum rehabilitation of earnings potential Gross post-
Injury earnings loss was arrived at b){ reducing the product by the
amoum ol actual earnings reported to EDO The calculation of
%]r,oss earnings loss did ot fake into account wage increases that

ight have occurred in the four Ros,t-mlury years, nor take credit tor
quarterly earnings in excess ol the individual worker's pre-injury
average —adjustments that are estimated to approach parity.

The gross amount was reduced further by eamings losses
caused by reasons other than the Injury, according to the worker s
own account related during interview or by other Eactors described
In the body ol the report (see %age 5) Finally, the four-year net
amount was projected to'age 65to produce an estimate of injury-
related earmngs loss occurring over the working lifetime of the per-
manently disabled employee _

Acknowled?ments: The Institute %rat,efully acknowledges
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Department of Rehabilitation and the Employment Development
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tion Insurance Rat[ng‘ Bureau of California.
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Co.charman. Robert J Beniamin, State Compensation Insurance
Fund: George P Jamch, Fremont Indemnity Co.; Will J- Murphey.
Industna | Indemnity Cq. James Smith. Firéman’s Fund Insurance
Cos; |3ert Zahner. Hartford Insurance Group; and James J. Holland,
Travelers Insurance Co.
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To the average employer, few
subjects are more obscure (and
probably less interesting) than
insurance rate-making. Yetas
workers' compensation premi-
ums have increased, employers,
state officials and legislators
are asking, "Whydo workers’
compensation rates keep going
up...and what's being done
about it?”

This pamphlet explores the
reasons for the recent escalation
in workers' compensation
premiums, explains how the
insurance industry distributes
costs among emplovers, and
offers practical suggestions for
reducing the costofjob injuries

and illnesses.
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RECEIVED

Strong reader response to the announcement ofour
new book Medical Cost Containment m Workers"
Compensation: Innovative Approaches tthows the
high level of interest in the stubborn problem of
controlling escalating health care costs. Our
readers often call the Institute to ask what specific
states are doing to contain costsorwhich states are
using a specific approach. Wherever possible, we
provide this information.

A recent study undertaken by the Medical
Committee of the International Association of In—
dustrial Accident Boards and Commissions (l1Al-
ABC) is a source of much useful information. The
committee kindly agreed to share excerpts of its
report with our readers, with the following caveat
The information was gathered by a survey of U.S.
jurisdictionsand Canadian provinces. The response
to the survey was high, but less than 100 percent,
thus the informationmay notbe complete. Also the
information was verified where possible but not in
every case. Ifyou should have additional informa—
tion, please write the Institute and we will pass it
on to the committee.

Here we offerinformationon the following issues:

e Which states currently use medical fee
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MORE ON CONTAINING MEDICAL COSTS
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Pee Schedules and Choice ol Treating Physician

cC:
schedules? What is the basis-far tinreachod- =

ules? Are they mandatory?
o Which states have plans to use schedules?

e Who has the firstchoice of treating physician
in the various states?

Current Use of Fee Schedules

There are twenty states thatnow use fee sched —
ules (Table A). The Canadian Provinces all use
some kind of schedule, most negotiated by provin—
cial medical associations.

Considering Adopting a Pee Schedule

There are ten states now considering the use of
a fee schedule:

Arka-sas North Dakota
Georgia Ohio
Kentucky Oklahoma
Michigan Texas
Mississippi West Virginia

WCRI RESEARCH BRIEF is a periodic publication of the Workers Compensation Research Institute. It reports on
significantideas, issues, research studies, and data of interest to those working to better understand and to improve workers’

compensation systems.

WCRI RESEARCH BRIEFS augment WCRI’s primary publications for reporting the results of its work; RESEARCH
REPORTS. SOURCEBOOKS, and WORKING PAPERS. All WCRI research publications are widely distributed to
policymakers and others interested in workers' compensation issues.

WCRI is a nonpartisan, not-for-profit public policy research organization funded by employers and insurers. Fbr further
information about the Institu‘u, its work, membership, or the material in this WCRI RESEARCH BRIEF, contact Dr.

Richard B. Victor, Executive Director.



Table A. Current Use of Pee Schedules

Basis

Relative value
scale

Usual and custom-
arylprevailing and
reasonable

Medicaid schedule
Medicare schedule

Blue Cross/State
Departmentof
Human Services

State

Arizona
California
Colorado
Maryland
Montana
Nebraska
Nevada

New York
North Carolina*
Oregon

Utah
Washington
Wyoming
Florida

Hawaii

Puerto Rico
North Carolina!
South Carolina

Massachusetts
Rhode Island
Minnesota

*Also uses usual and customary,
tAlso uses relative value scale.
J150 percent of Medicaid rates

First Choice of Treating Physician

Mandatory

Yes
Yes
Yes
No

Yes
Yes
Yes
Yes
Yes
Yes
No

Yes
Yes

Yes
Yes
No

Yes
Yes

Yes
Yes
Yes

In twenty-nine U.S. jurisdictions, workers make
the first choice of treating physician; employers
make the first choice in twenty-two jurisdictions
(Table B). In sixteen jurisdictions, these choices are

subject to various restrictions or review.

Table B. First Choice of Treating Physician

State First Choice  Restrictions
Alabama Employer None

Alaska Worker None

Arizona Worker None

Arkansas Employer Agency may change
California W orker If prior notification to

employer
Colorado Employer Agency may change

Table B continued

State

Connecticut
Delaware
D.C.

Florida
Georgia
Hawaii
ldaho

llinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia

W ashington
WestVirginia
Wisconsin
Wyoming

First Choice

Worker
Worker
Worker
Employer
Worker
Worker
Employ jr
Worker
Employer
Employer
Employer
Worker
Employer
Worker
Employer
Worker
Employer
Employer
Worker
Employer
Employer
Worker
W orker
Worker
Employer
Employer
Worker
Employer
Worker
Worker
Worker
Worker
Employer
Worker
Employer
Employer
Worker
Worker
Employer
Employer
Worker
Worker
Worker
Worker
Worker

Restrictions

From state listing
None

From districtlisting
Nop.?
Froulemployerlist
None

None

None

None

None

None

None

None

None

None

None

Initial choice only
Agency may change
None
Agency may change
None

None

From state list
None (
None

None

From state list
None

None

None
Agency may change
None

None

None

None

None

From employerlist
None
Agency may change
Agency may change
From employer list
None

None

None

None

source; U.S, Chamber of Commerce, AnalySIS of ubrfcere'
on f

Laws, 19/,
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Impact of insurers® medical cost containment strategies, including the
use of preferred provider organizations and automated auditing of
physicians® bills, are reflected in the results of the Institute’s

latest medical fee study.

Payments to treating physicians during 1987 averaged nearly 3 percent
under levels authorised by the Official Medical Fee Schedule, the
greatest differential in the history of the CWCl series. Moreover,
although doctors continued billing above permitted fees, about 9
percent on average, paid amounts were below schedule in four of the
five sections. Average conversion factors per unit of service:

Section Allowed Billed Paid
Medicine $ 6.15 $ 6.64 $ 5.96
Surgery 153.00 179,49 156.67
Radiology 12.50 14.34 12.40
Pathology 1.50 1.93 1.48
Anesthesia 34.50 39.85 34.39
Avg. % from Allowed + 9.3 - 2.7

Change was most apparent for procedures in the schedule®s Medicine
section - office and hospital visits, physical therapy, etc. - which
accounts for 83 percent of all procedures and 63 percent of payments
in the most recent sample. Every third procedure was billed below the
schedule level and nearly half were paid less than allowed.

However, physicians may be compensating for the discounting common to
most PPOs by billing for a higher level of service, e.g., charging for
an "intermediate”™ rather than a "limited” visit. As a result, the
relative frequency of office visits of all types declined 12 per*ent
compared with last year, but their share of the medical fee dollar

increased by 10 points.

General practioners continued to be the most frequent provider,
accounting fot nearly every third procedure and payment dollar.
Alternative modalities may explain the shift away from surgery:

40 percent decrease in the frequency of and payments for procedures
performed by orthopedic, neuro- and general surgeons. Any savings,
however, were offset to a large degree by a 63 percent increase in
the proportion of the medical fee dollar paid to physical therapists.

-more-

waiSttw coovr- - 1338
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According to the study, insurers pay physicians® bills 21 days after
receipt on average, and 81 percent are paid within 30 days.

Results of the study are based on an analysis of billings for nearly
49,000 medical procedures paid during the two-week period ending
October 30, 1987. Twenty-six 1Insurer groups representing 63 percent
of statewide premium participated in the study. For further
information, please contact Tom Parry, CWCI research director.

*

Enclosed 1is a copy of the most recent Institute publication that
explores the reasons for the recent escalation 1In workers®™ compensa—
tion insurance costs. Additional copies are available upon request;
single copies free, quantity orders are $16 per 100 plus tax and

shipping charges.

AT/grp
Enclosure

n 1988



WHY

DO

WORKERS'
COMPENSATION
RATES

KEEP ,
GOING

UP?

(/

The question undoubtedly is
the one fielded most often by
insurance representatives. The
frequency with which it s asked
probably matches the frequency
of rate increases - six raises
aggregating 44 percent in the
1985-8? period alone.

Premium rates essentially
are afunction of two factors:
The cost of claims and the over-
head expense of running the
insurance company. If the cost
of either factor increases, rates
go up.

But that’s too simplistic an
explanation for most employers,
one that masks the forces driv-
ing claims costs and overhead
expense in workers' compensa-
tion insurance. These elements

include:

BMNEHTS

Payment levels set by the state legislature are a
significant cost component in workers' compen-
sation insurance. Since 1985 benefits have
increxsed 54 percent. 56 percent in the pxst ten
years. Higher benefits prxluce higher claims
costs and that in turn dictate higher rates

to employers.

INRATIOK

Most goods and services cost more today -

up an average of |» percent in the past five years
81 percent in the 19 -86 period for all items
included in the Consumer Price Index.

Admittedly, many ofthe CPI components have
little impact on claims and overhead expense.
But others directly affect workers' compensa-
tion premiums. For example, the cost of medical
treatment increased twice as fast as the general
rate of inflation in the past five years. Because
medical treatment accounts for 42 cents of evere-
claims dollar, the increase results in higher
premium rates.

UTGATTK

Workers compensation was intended to elim-
inate the costs, delays and uncertainties of the
common law system it replaced. The founding
arc .. .thought that bygetting rid ofthe idea
of fault and prescribing benefits by statute,
there would be little controversy much less a
need for litigation. Their hopes proved to be
both overly optimistic and short-lived.



Today. fﬂ California erery ninth workers com-

' jnsation claim isNigated. If the miury results
in lost time, thejitigation rate climbs to -n
percent. And dthc injury produces residual per-
manent disability, three ofevery four claims

are litigated.

Litigation is expensive. e\en in ano-fault system.
In 1986 the direct out-of-pocket costs alone -
attorneys' fees, forensic medical testimony and
related expenses - reached 5985 million in
California, according to a recent research study
The total - more than was paid to physicians t'
treatinjured workers - is three times higher
than ten years ago. More distressingly, these
frictional costs are growing four times faster
than benefit levels. The bottom line: higher costs
for employers.

LOSS DCVHDPWBFT

California law requires insurance companies to
operate on a"drop dead" basis, i.e., to set aside
sufficient funds to pay all outstanding claims in
full at any point in time. The process, known as
loss reserving, forces the insurer to estimate the
cost of aclaim and make adjustments, up or
down, asconditions change during the life of the
claim. “Lossdevelopment' measures the change
from initial estimate to the final actual cost.

Historically the insurance industry's estimates
came close to reality. £3 percent. Beginning

in the mid-19”0's. however original predictions
consistently began to fall short by 13-U per-
cent - and sometimes more. Late reporting of
claims, the increasing impact of vocational
rehabilitation benefits, medical uncertainties,
new court decisions all contributed to the deficit
and the need for higher rates.

Finally, workers' compensation premium rates
are a percentage of payroll. If wage levels in-
crease faster than claims costs, rates go down.
(A Sl rate on S2000 of payroll produces the
same premium as a 52 rate on S1000 payroll.)
But workers’ compensation costs have grown
more rapidly than wages, particularly in recent
years. When wage inflation began to slow down
in 1984 to about half the pace in the previous
ten years, higher insurance rates were needed
just to stay even. So long as claims costs grow
faster than wages, compensation rateswill go up.



HOW CAN
EMPLOYERS

SURE THEYRE

PAYING
MORE THAN

FAIR SHARE?

In an absolute sense, they
can’t- since insurance isamech-
anism inwhich the premiums
ofthe many go to pay the losses
of the few. The rate -making
process, however, allocates
claims costs and overhead ex-
pense asevenly and equitably

as possible.

CLASSIFICATIONS

The first step in pricing is to determine the
employer's occupational classification. All busi-
nesses and industries in California are grouped
into approximately-»25 classifications - from
Acid Manufacturing to Yam Dyeing - based on
the relative hazards.

The classification structure provides the data for
pricing workers’compensation insurance. All
elementsofthe database - number and amount
of losses, premiums, and payroll - arc reported
by classification. Regulations of the state insur-
ance commissioner require all insurers to adhere
to the same reporting ground rules. Moreover;
the commissioner's statistical agency the
Workers’Compensation Insurance Rating Bureau,
audits insurance companies to be sure the data
base is accurate and complete.

MANUAL RATES

The losses and premiums of all employers in
each classification arc compared and a manual
rate calculated. ("Manual™ refers to the rating
manual, not manual laboc) The manual rate for
agiven classification represents the average
loss cost, plus auniform percentage to cover
insurerexpenses (now 35percent ofthe manual
rate). The rate usually is expressed as dollars
and cents for each 1100 of payroll.



Manual rates are average rates. Since few
emploversrxe statistically average, using manual
rateswould be unfair to the typically non-aver-
age employee Other features of the pricing
system recognize and adjust for the differences
between employers.

BEXPERIENCE RATING

If the "claims experience™ of an individual
employer is better (or worse) than the average
for all employers in the same classification, the
difference will be expressed as a percentage

credit (or debit) and applied to the manual rate.

For example, an employer with abetter than
average safety record may cam a 92 percent
"experience modification" and gets an 8 per-
cent discount off the manual rate. On the other
hand, employers with poor claims experience
will pay more than their safer competitors, in
some instances substantially more.

The experience rating plan assumes past expe-

rience isthe best indicator of future performance.

So although the percentage modification is
based on the employer's past record, it is applied
prespectively, at the time the policy goes into
effect. All policies above acertain premium
(currently S4833) are experience-rated, and
they cover an estimated 80 percent of the
insured workforce.

OVEENGCS

To most employers, policyholder dividends are
afamiliar cost-equalizer. Policies accounting for
nearly 90 percent of statewide workers'compen-
sation premiums are written on a“participa mg"
bxsis that allows an employer to participate in
the profits of the insurer

The average manual rate for any particular
class will be more than adequate for some em-
ployers - because losses can and do differ
among employers within that class. Similarly, the
uniform 35 percent loading for overhead
expense may be more than adequate for some
underw riters and. because fixed costs are a
smaller percentage of large premium policies,
more than necessary for larger employers,
investment income aiso vanes among insurers.
Thus, an insurer may accumulate surplus funds
over and above the dollars needed to pay
losses and expenses.

Insurance isdifferent from other productsor
services in the marketplace. Unlike asuit of
clothesorapound ofbuttec the production cost
isn't known at the time of purchase - and the
ultimate cost won't be known (or knowable)
until well after the policy expires. The uncer-
tainty over final cost makes precise up-front
pricing difficult particularly for coverage ofthe
longterm liabilities characteristic of workers'
compensation. Prices that are too high are
unacceptable to the employer. At the other ex-
treme. inadequate rates may threaten solvency
and endanger payments to injured workers.



In enacting the law* governing the price of
workers' compensation insurance, the California
legislature opted for solvency and the certainty
that miured workers recei\e the benefits to
whic  heywere entitled. The lawmakers saw
thatt aseofaverage rates would result in
premiums too high tor some emplovers. bargains
for others. To avoid these inequities, the legis-
lature authorized the return of any excess
premium - after costs are known - by payment
ofdividends to policyholders.

Dividends serve atwofold purpose: aneconomic-
incentive to emplovers for safe operation and.
as the final step in pricing, assurance that the
employer pays the "right" cost.

Dividend payments are cost-sensitive, both in
the aggregate and for the individual policyholder
When claims costs decrease, dividends increase.

LOSS RATIO AND DIVIDENDS

PREMUM

DIMDENDS

0 41-60 810
21-40 61-80 100+

LOSS RATIO (Ptrcantagt)



Some of the costs involved in issuing and PREMIUM SIZE AND DIVIDENDS
servicing an insurance policy are fixed and remajn
constant regardless of premium size. Conse-

quently. as premium size increases, overhead PERCENTACE
expense as a percentage of total premium o=
declines. In calculating average manual rates, PREMIUM
however, the expense factor is uniform tor RETURNED
all employers, regardless of premium size. Be- IN

taking into account both claims costs and over- DMOENDS

head. dividend payments compensate for any
expense savings due larger employers. Generally,
as the premium increases, so ooes the dividend
percentage.

Over the past IS years, policyholder dividends

have reduced insured employers' net costs by an

average of 15 percent, ranging from about 5

percentin 19 to more than 24 percent in 1982. 1
Aggregate dividend payments exceeded $5.6

billion - areturn to employers of 65 percent of

the insurance industry's net pre-tax income

during the 197 2-86 period.

UNCERSE00 $2,0004,939  S15000+
SB00-1.999 $5,000-14.999

PREMUMISIZE



An employer's insurance
premium mirrors the underly-
ing loss costs and overhead
expense. Some ofthe reasons for
increased claims costs - court
decisions and uncertainties of
the governing statute, for
example - are beyond the con-

trol of most individual emplovers.

But an employer can take steps

to reduce costs - and premiums.

There's no magic to the first:
reduce employee injuries.
Workers’compensation insurers
lu-ve safety professionals on
staff tc help policyholders pro-
vide asafe work environment.
The range ofservices isvirtually
unlimited - surveys, visual aids,
educational programs, inspec-
tions. counseling, industrial
hygiene analysis, advice on com -
pliance with safety standards.

There's no additional costs since these serv-
ices are included in the premium. It's the
employ er's responsibility, however, to get value
received by asking for the services, to set up
or expand asafety' program, and to enforce safety
rules rigorously The combination of profes-
sional services and employercommitment means
lower losses - both in human and financial terms.

Injury prevention is still the best way, maybe
the only real way. to cut workers' compensation
costs. Moreover, safe operation makes good
economic sense. Eliminating accidents not only
reduces premiums but also cuts the indirect
costs of job accidents such asdamage to equip-
ment, production delays, and lost time of
co-workers.

Unfortunately accidents, like death and taxes,
are sure things too. Even the safest workplace
will be the scene of an accident atsome time or
another. When it happens, the employer must
know how to respond and what to do.

Claims management is the job of the insurance
company, but the process begins with the
employer. Here are actions an employer can take
to help the injured employee, comply with
the law. and minimize the cost of injuries.
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KEEP THC BVPLOYEE VWFORIMVER

A job injury can be afrightening experience tor
many employees. Few have any knowledge of
workers' compensation. .Any misunderstanding
about where they stand can slow reco\ery and
lead to numerous complications, most of them
expensive.

Employeeswho arc uncertain about their rights
and protections frequently turn for reassurance
to an “expert;’i.e., an attorney. Ifso. that

usually means litigating the claim and additional
direct expense - an average of S5100. according
to a 1986 study - over and above the cost of
medical treatment and indemnity payments.

So. reduce the anxiety by letting the injured
employee know, early on. that medical and hos-
pital bills will be paid, the wage replacement
payments will be made automatically, that the
job is waiting when the employee can return

to work. (Most insurers have avariety of mate-
rials to help employees understand workers'
compensation.) Focus the employee's attention
on recovery and reemployment, not disability.

|lr11__ _

ASS_RE PROVPE QUALITY MEDICAL CARE

Expert medical treatment, including referral to
-pcculi.sts when necessary, isawise investment,
"killed treatment can minimize time off the
nib. reduce the chance of permanent handicap,
and get the employ ee thinking in terms of re-
cm cry from (rather than recovery for) the injury.

Consider the role of the physician in workers'
compensation. Every claim starts with a doctor.
Everv >tep - treatment, evaluation, rehabilita-
tion. release for work - directly involves a
physician. The quality of medical care and the
confidence the employee places in the treating
doctor can influence the length and extent of
disability and. directly, employer costs.

RLE REPCRTS PROMPTIY

l‘rCempIovers report of injury starts the claims
process: without it the insurance company can't
act. Delays in reporting can delay the employee's
payments - which in turn increases the hard-
ship on the employee, impedes recovery, and
c..n lead to dissatisfaction and disputes. Timely
reports permit timely payments. As ageneral
rule, the faster the payment, the sooner the
employee returns to work.



BE SYMPATHETIC AVDUNCERSTANDING

No injury is"minor" if it happens to you.
Research shows many injured workers turn to
an attorney because the employer (or foreman
or supervisor) was indifferent and not htlprul.
Understanding the employee's concerns,
coupled with continued contact during recovery,
can reduce litigation and claims costs.

MVIKZE RECURRENCE

Investigate and analyze ail accidents, no matter
how minor. Take steps to correct identified
hazards. Maintain complete written records,
including statements of witnesses. But empha-
size prevention, not fault.

FORMORE INFCRVATION

Your insurance representative can answer
questions about rates, coverage, reporting
requirements, claims handling, injury pre-
vention programs and other aspects of workers'
compensation.



COURT CASES
WORKERS™®™ COMPENSATION

The following court decisions involving workers®™ compensation
are available in the House Judiciary Committee files. They
are separated by general topic. If you want to see any of
them or get copies, please ask Shari.

EVIDENCE

Burgess Construction Co. v. William S. SmalLlwood

AVERAGE WEEKLY WAGE

Orval L. Ragland v. Morrison-Knudson Co.
Jack Peck v. Alaska Aeronautical

Gerald R. Brunke v. Rogers & Babler
William Bailey, Jr. v. Litwin Corporation
State of Alaska v. Harold H. Gronroos
Richard F. Deuser v. State Of Alaska
Robert E. Johnson v. RCA-OMS

State of Alaska v. Lee Dupree

COMPENSATION RATE

Alaska Pacific Assurance Co. v. Robert Brown

PERMANENT PARTIAL DISABILITY

Sang Suh v. Pingo Corporation

Harold Standley v. State of Alaska

Providence Washington Insurance Co. v. Virgil F. Grant
Kermit Cesar v. Alaska Workmen®s Compensation Board
Virgil Hewing v. Alaska Workmen®s Compensation Board
John Absher v. State of Alaska

Jack J. Sherman v. Holiday Construction Co.

STRESS

Cruz D. Bilbao v. Alascom

Guy E. Hayes v. Chevron USA

Rosde K. Reeder v. Wendy®"s Old Fashioned Hamburgers
Susan Kent v. State of Alaska

Regina Wade v. Anchorage School District

Corazon Fox v. Alascom



April 4, 1988

Rep. John Sund

House Judiciary Committee
P.O. Box V

Juneau, Alaska 99801

Dear Rep. Sund,

Enclosed are miscellaneous articles, press releases and general
information regarding the workers ” compensation issue you will
be reviewing in your committee this week. The articles enclosed
represent a very small percentage of the coverage this 1issue has
generated statewide. Much of this has been provided to prior
committees as well and is available from there files.
Additionally, WCCA sent all legislators an information packet
prior to the 1988 session.

I hope you will make the enclosd information available to
committee members. Please feel free to call upon myself or
other WCCA members who will be in Juneau to testify before your
committee if we can provide further information.

I sincerely hope that your committee will deal with this
legislation quickly and positively. Passage of a beneficial
workers “comp reform bill is vital to the concerns of both labor
and management.

Sincerely,

Steve Haag
President
WCCA

W orkers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



THE WORKERS®" COMPENSATION COMMITTEE OF ALASKA, INC.

The Workers®™ Compensation Committee of Alaska, Inc. 1is an
organization of business persons who are determined to reduce
the budget-breaking costs of workers®™ compensation 1insurance.

Compensation rates will 1increase as much as 65 percent
in 1988.

Even while business volumes and numbers of employees
drop, many businesses are experiencing insurance rate
Increases. In a shrinking economy, these increased costs can no
longer be passed on as part of overhead and are threatening the
viability of Alaskan jobs and businesses.

WCCA includes representatives from:
Arco
Standard Alaska
Associated General Contractors, Anchorage Chapter
The Municipality of Anchorage
Klukwan Inc,
Northern Air Cargo
Hickel Investments
Enserch
GClI
Alaska Airlines
Totem Ocean Trailer Express
Anchorage Refuse
North Slope Contractors
Building Industry of Alaska - Anchorage
Alaska Timber "nsurance Exchange
Alaska Support Industry Alliance
Carr-Gottstein Enterprises
VECO
Anglo Alaska Petroleum Services
Dimond Alaska Coal
Rob inhood, Inc........ and many others!

WCCA committees are researching the following areas of
concern:

* The proportion of funds paid to injured workers, to
medical care, vocational rehabilitation and other
service providers.

* Rate setting and classification.

* Formulas for compensating loss of wages.

* Pitfalls of state funds.

W orkers’Compensation Com m ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



Effectiveness of vocational rehabilitation.

Making all 1injuries "scheduled"” instead of some
being allowed to run open-ended.

Usefulness of the Second Injury Fund.

Payments to injured workers who have left Alaska for
other states with lower costs of living.

Prosecution of fraudulent claims.

TIMETABLE

WCCA is formulating legislative proposals in coordination
with labor representatives. Efforts are being made to reach
agreements on which areas will be addressed. Specific proposals
will be presented to legislators prior to the 1988 legislative
session.

WCCA®s major goal 1s to see workers®™ compensation
statutes overhauled during the 1988 legislative session. WCCA
will continue to work until the cost of workers® compensation
insurance 1is reduced by at least 33 percent.

BUDGET

WCCA has set a budget of $100,000 to cover activity
necessary through the 1988 session. The 1988 budget includes
the cost of professional lobbying services.
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OFFICERS AND EXECUTIVE COMMITTEE

President Steve Haag
Controller
Udelhoven Oilfield Services

Vice President Howard Cutter
Risk Manager
Alyeska Pipeline Co.
Anchorage

Secretary Elaine Taylor
Taylored Construction
Building Industry of Alaska
Anchorage

Treasurer Eric Tollefson
Personnel Director
Carr-Gottstein Enterprises
Anchorage

Member-at-large Renee Murray
Vice President
Scott Wetzel Services Inc.
Anchorage

BOARD OF DIRECTORS

Dick Cattanach
Chairman, Insurance and Bonding Committee

Associated General Contractors
Anchorage

David Gottstein

Director of Distribution
J.B. Gottstein and Co.
Anchorage

Steve Rehnberg
Vice President
Tanadgusix Corp.
Anchorage

Marjorie Linder

Vocational Rehabilitation Counselor
MTL Services

Anchorage

W orkers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



Mary Pierce

Executive Director

Medical Indemnity Corp. of Alaska
Anchorage

Dona Lewis

General Manager

Alaska Timber Insurance Exchange
Ketchikan

Bill Basham

Safety Director

Anglo Alaskan Petroleum Services
Anchorage

Shelby Nuenke-Davison
Attorney
Anchorage

Frank Mears

President

Professional Trust Administrators
Anchorage

Jamie Slack
Personnel Manager
VECO

Anchorage

Neil Bennett,

District Manager

Comprehensive Rehabilitation Services
Anchorage

Richard Stone

Certified Rehabilitation Counselor

Vocational Evaluation and
Rehabilitation Consultants

Anchorage

Randall Weddle

Attorney

Faulkner, Banfield, Doogan and Holmes
Anchoi®"age and Juneau

Barbara Reierson

Co-owner

RG&B Construction Company
Anchorage



WHAT DRIVES THE COST OF WORKERS' COMPENSATION

Alaska has the most costly workers®™ compensation system
in the United States | Alaskan laws have been written and
interpreted to allow the most generous application possible.
Here are some examples:

* Alaska 1s one of two states which provide that the
benefits paid to an injured worker will be based on
200 percent of the statewide average weekly wage.
That means a North Slope worker whose job ends and
who then finds a job in another location at lower
pay and who then becomes injured may draw as much as
$4,500 per month in vorkersl compensation.

* Benefits are calculated on the basis of the past two
years®™ earnings. A drop in the economy or in the
wages of a worker may result in an injured person
actually making more from compensation than from

wages.
* Vocational rehabilitation is mandatory for workers
whose injuries keep them from returning to -
employment within 90 days. Even when an injury 1is

known to require 6 months to heal, expenditures must
be made to meet the letter of the law.

* Alaska"s relatively small range of occupations
limits the potential for placement of workers who
have permanent partial disabilities.

* Unlike many other states, Alaska has no provision
for periodic review nor standards for treatment of
injured workers by medical or rehabilitation
providers, nor any guidelines for fees.

* Unlitke many states, 1injured workers do not pay any
portion of their medical costs.

* Unlike many states, few types of injuries are
scheduled - that 1is, lump sum payments are mandated
for very few 1injuries.

* Unlitke many states, pensions are not calculated to
offset workers®™ compensation payments. Only social
security payments can be offset.

Workers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



WCCA GOALS

The short-term goals of WCCA are to:

A.) Monitor and detect waste and abuse within the Alaska
workers®™ compensation system, 1irresepective of the
.source of such waste and abuse, and bring such
proven or suspected waste and abuse to the attention
of the public and public officials.

B.) Study the structure of Alaska®"s workers"®
compensation statutes and administrative regulations
and compare them with the laws of other states.

C.) Study the relationship and interaction of system
providers (i.e., adjustors, medical and chiropractic
communities, rehabilitation counselors, attorneys,
insurance companies and others) with the Alaska
workers® compensation system and compare 1t with
experience in other states.

D.) Study the structure, organization and mission of the
Division of Workers® Compensation and the Workers®
Compensation Board.

E.) Study the structure, organization and mission of the
Alaska Classification and Rate Committee.

F.) Study the classification and rating system utilized
by the National Council on Compensation lInsurance
and the Alaska Classification and Rating Committee.

G.) Study, jointly with labor, the creation of a
competitive state insurance fund for workers-®
compensation insurance along with other insuring
alternatives.

H.) Study the structure, organization and mission of the
Second Injury Fund to gauge its effectiveness as an
employer incentive to hire the pre-injured and
disabled.

1.) Communicate the results of such studies as well as

the conclusions and recommendations of WCCA to the
public and public officials.

W orker's Compensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
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THE MISSION OF WCCA

The mission of the Workers® Compensation Committee of Alaska, an
Alaska corporation, 1is to:

A) Promote management®"s continued education and under—

standing of Alaska®s worker®s compensation laws and
regulations.

B) Act as a platform for communication between manage—
ment and the service providers whom interact daily
with the Alaska workers®™ compensation system.

C) Act as a liaison between management and various

governmental and non-governmental institutions,
including, but not limited to:

* The Department of Labor
Division of Workers®™ Compensation
Workers®™ Compensation Board

Tt * The Department of Commerce

Division of Insurance
* Alaska Classification and Rate Committee
* National Council on Compensation Insurance
D) Administer and foster greater practical utiliza—

tion of the Second Injury Fund among Alaskan
employers.

E) Play an active rcie in the rate making and classi—
fication process by gaining and retaining admission
to the Alaska Classification and Rate Committee.

W orker’s Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515



On January 1, workers ” compensation rates increased an
average 25 per cent. The following is a partial listing of
industries and the actual rate increases which relate to them.

Oil cr Gas Pipeline Work 68%
Oil/Gas Lease Operators 56%
Millwright 54%
Street or Road Construction 54%
Oil/Gas Lease Work/Contractor 53%
Drilling 53%
Oil and Gas Pipeline Operation 52%
Light/Power Line Construction 49%
Sheet Metal Work Erection 48%
Oil and Gas Logging/Surveying 47%
Contractors/Permanent Yard 47%
Ilron or Steel Erection 47%
Logging 45%
Drivers and Chauffeurs . 43%
Aircraft Commuter Flying Crew 43%
Lumber Yard Store Employees 43%
Water Works Operation 43%
Gasoline/0il Dealers 43%
Automobile Salesmen 43%
Hotel Restaurants 43%
Hospitals, Professional 42%
Barber Shops, Beauty Parlors 41%
Street Paving 40%
Electric Light and Power Co. 40%
Insulation Work 39%
Labor Unions 39%
Wallboard Installation 38%
Oil Still Erection or Repair 38%
Restaurants 35%
Bakeries 33%
Newspaper Publishing 32%
Hospitals, Other 32%
Commissary 31%
Concrete Construction 30%
Carpentry 30%
Contractors/ Exec. Supervisors 30%
Attorneys 29%
Plumbing 28%
Printing 28%
Auto Body Repair 25%
Carpentry Shop Only 25%

W orkers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage,- AK 99515
(907) 544-1577




CRCC

GUIDE TO
REHABILITATION COUNSELOR
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SECTION 3: CRITERIA FOR ELIGIBILITY

To be eligible to sit for the CRCC examination, an applicant must meet all requirements in ONE of the categories of eligibility listed
below. Education and employment experience requirements must be fully satisfied by the application deadline date
(January 1orJuly 1). Any application that does not meet the eligibility criteria of one of the following categories at the application
deadline date will be rejected automatically, with no refund of the application processing fee. CRCC W ILL CHARGE A J20
HANDLING FEE FOR ANY CHECK RETURNED FOR NON-SUFFICIENT FUNDS.

CATEGORY A
Degree required:

Granted by:

Internship required:11

Acceptable employment
experience required:

CATEGORY B
Degree required:

Granted by:

Internship required:

Acceptable employment
experience required:"'1

CATEGORY C
Degree required:

Granted by:

Internship required:

Acceptable employment
experience required:'”

CATEGORY D
Degree required:

Acceptable employment
experience required:""

CATEGORY E

Degree required:

Acceptable employment
experience required:1

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was fully accredited by CORE at the time the
applicant's degree was granted."™"

Internship in rehabilitation counseling of 600 hours (semester system) or -180 hours (cjuarter system)
under the supervision of aCertified Rehabilitation Counselor (CRC).

None

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was NOT fully accredited by CORE at the time the
applicant's degree was granted.™

Internship in rehabilitation counseling of 600 hours (semester system) or -180 hours (quarter system)
supervised by aCRC on-site or by a faculty member who is a CRC.

One year under the supervision of aCRC."'

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was NOT fully accredited by CORE at the time the
applicant's degree was granted."’

None

Two years, one of which must have been under the supervision of a CRC.""

Master's RELATED to a Master's in rehabilitation counseling.

Three years, one of which must have been under the supervision of aCRC."

Master's UNRELATED to aMaster's in rehabilitation counseling. (This category will be phased out at
the end of 1992.)

Five years, one of which must have been under the supervision of a CRC.""



"AX

Degree required: Bachelor's in any discipline. This category will be phased out at the end 0f1992.
Acceptable employment Seven years, one of which must have been under the supervision of aCRC."’
experience required:"1

CATEGORY G

Category G is a special eligibility category ONLY for students working towards a Master's degree in rehabilitation counseling. In order
to be eligible under Category G, astudent must:

a. be enrolled in a Master's degree program in rehabilitation counseling that is fully accredited by CORET,

b. have completed 75%of the courstwork toward a Master's degree by the application deadline date (January 21orJuly 1) for the
CRCC examination for which he/she is applying;

¢. (by graduation) have completed an internship-
system) supervised by a CRC; and

in rehabilitation counseling of 600 hours (semester system) or 480 hours (quarter

A student who applies before the appropriate deadline and who qualifies under Category G may sit for the CRCC examination on the
next sche Juled administration date. However, the individual's examination results, profiie, and certificate will be released
only when CRCC receives an official transcript reflecting the granting of the Master’sdegree in rehabilitation counseling.
The "CRC"™ may not be used by these individuals until they have received their examination profiles indicating they have achieved a
passing score in the Certification Examination.

CATEGORY H

~jl CC has created this limited category to facilitate the development and advancement of the rehabilitation counseling profession

N ~Nside the United States. To be eligible an applicant may not hold U. S. citizenship nor reside in the United States. Category H is limited
to the first 1000 applicants. Residency may be proved by employment verification, a certified copy of a passport, affidavit, or other
legal documents.

Category H is available ONLY to an applicant who meets the required educational and employment criteria in any one category listed.
The only exception is that CRCC does not require CRC supervision at internship or employment.

Applicants applying under this category are reminded that the examination is based upon the body of knowledge of laws, public
regulations, and the delivery of rehabilitation services in the United States.

All CRCs. regardless of their residence, must comply with CRCC's Certification Maintenance Plan in order to maintain their
certification.

CATEGORY I

Degree and Dissertation Doctorate with aspecific program and Doctoral Dissertation emphasis in rehabilitation,

required:

Internship required: 600 hours of internship at the doctoral level in a rehabilitation setting, supervised by aCRC.
OR

Acceptable employment One year full-time employment under the supervision of a CRC. "

experience required:

1 2. 3. t, 5. see page 26. "Notes to Section 3."



MARJORIET. LINDER,M.A., CR.C.,, CJR.S.
Vocational Rehabilitation Counselor

9111 Vanguard Drive
Anchorage, Alaska 99507
(907) 344-3341

March 23, 1988

Representative John Sund
Pouch V
Juneau, Alaska

Dear Representative Sund:

I am a vocational rehabilitation counselor who has worked 1n
Alaska in the workers®™ compensation system for ten years, which
gives me a unique vantage point. 1 also worked on the WCCA rehab
committee. Thus, | believe | understand the intent of the
proposed legislation.

Rehabilitation under the current Alaska Workers®™ Compensation
System reminds me of the movie, "Requiem for a Heavy Weight,"
which deals with a no longer popular but aging boxer. His trainer
and manager arrange a phony wrestling match for this once proud
athlete and then they bet against him. Like the movie's
protagonist, the injured worker, 1in the course of his claim, must
enter an arena he does not want, participate iIn a contest he does
not choose, and purposely throw the fight to support others who
bet against him. If he works hard to preserve his 1income, under
the wage loss concept, he receives no money. | have seen many a
frustrated claimant utilize rehabilitation not to advance himself
but to advance his claim. Likewise, | have seen many an insurance
company utilize rehabilitation services to decrease the value of
the claim. Both are a waste of time, energy, and money!

I believe that SB322 provides the claimant with an alternative to
winning by losing. By scheduling all injuries, the claimant can
obtain a settlement based on the degree of medical impairment and
help himself without hurting his claim. By requiring the claimant
to invest the proceeds from his claim into his own support during
his rehabilitation program should the program®™s length extend
past medical stability, the system can attend to more motivated
clients and promote early intervention. By reducing the amount of
support provided after medical stability, the system will
discourage crippling dependency. By making participation
voluntary, the system will encourage freedom of choice. The
increased length of training programs should make bonafide
programs more possible.

While 1 hope 1 have your attention, 1 wish to comment on a recent
amendment which came out of the House Labor and Commerce
Committee regarding a Board order to change the specialty of the
Board selected IME physician from that of the treating physician.

1



Some people have dubbed this the ™"chiropractic amendment”. |
believe the 1issue 1s much larger than chiropractor vs. M.D. It
has to do with the Board"s right to have complete information to
make an informed decision without requiring the employer to put
on an expensive hearing and the employee to incur delays in swift
adjudication of his case. It has to do with quality medical
attention. For instance, | <can think of cases 1in which the
claimant naively chose the wrong specialist as his treating
physician. | remember a claimant who was utilizing a pulmonary
specialist to treat her back pain. 1 remember a claimant who was
misdiagnosed by a GP as having a herniated disc when the
claimant®s real problem was a disc space infection (a life
threatening problem, 1 might add). 1 remember a chiropractor who
alleged that a plantar wart was somehow related to a female
claimant®s lifting a cow. Yet another claimant®s cancer of the
spine was missed by his family practioner from whom he sought
care after he experienced back pain on the job. Obviously, all of
these folks were treating with the wrong specialist for their
problem. Had i1t not been for an IME ordered by the employer, no
one would have had appropriate information. |In these cases, the
IME physicit-s® opinions radically differed from the claimants”
treating physicians. Under the House amendment outlined, the
Board would be Ilimited to selecting yet another inappropriate
specialist for the claimant®s problem. Somehow, this does not
make sense in either the name of justice or the quality medical
care.

Yet one more amendment to the bill disturbs me. This one has to
do with a mandated roll back in insurance rates. | believe the
proposed bill, should it not be tampered with, has at least a 6%
reduction in costs built into it. My understanding is that a new
NCCI report corroborates this belief. However, having a roll back
in rates thwarts the free enterprise system. It may well chase
carriers from Alaska 1leaving only one Alaskan based company.
Creating a monopoly may foster opportunism. 1 strongly urge you
to reconsider this additive, which 1 believe will prevent healthy
competition and eventually raise the insurance rates.

In short, |1 support the original Senate Bill negotiated by the
Labor Management Task Force and no House substitute. 1 invite you
to call on me to provide information to you or your committee.
Please thank Sherry Kockman for being responsive to my comments
when 1| telephoned her last week.



MARJORIET. LINDER, M.A, C.R.C, CJRS.
Vocational Rehabilitation Counselor

SERVICES

9111 Vanguard Drive
Anchorage, Alaska 99507
(907) 344-3341

April 5, 1988

Representative John Sund
State of Alaska

House of Representatives
Juneau, Alaska 99811

Re: SB 322
Dear Representative Sund:

The following represents my feelings in support of scheduling all
injuries wusing the Whole Person theory under the AMA Guides
instead of using the wage-loss concept.

As a rehabilitationist, 1 believe that any system for
compensating disability of any sort tends to contribute to the
degree of disability by reducing the normal economic 1incentives
for return to work. I believe that scheduled systems seem to
offer an advantage over wage loss systems inthat they
discontinue the dependency relationship between the worker and
the 1insurance company at the earliest possible opportunity. That
minimizes the effect of compensation on functional overlay and
incentives for return to work.

Scheduled systems also minimize the necessity for 1insurance
companies to maintain relatively large numbers of reserves
against the potential of future wage loss, a very expensive
proposition in the current insurance rating system. By removing
the 1interest of the claimant and his attorney to build awards
based on wage loss, substantial savings 1in costs should be
realized. By discontinuing the relationship with the 1insurance
company_at the earliest possible time, the claimant will also
discontinue his relationship with his attorney sooner, thus
reducing litigation (which 1 believe will be heavy at first.)

Despite the critics and actuarial reports, | know that while the
currently scheduled awards may increase, the unscheduled awards

will decrease and be more predictable. Please give every
consideration to supporting this bill.

Yours truly,

Marjori”~T. Linder, M.A., CRC, CIRS
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AORTHERN REHABILITATION SER VICES, INC

4325 Laurel, Suite 103
Anchorage, Alaska 99508
(907) 561-3162

March 10, 1988

House Judiciary Committee
Mr. John Sund, Chairman
Post Office Box "V"
Juneau, Alaska 99811

Re: Rehabilitation of Injured Workers
Bill #322

Dear Mr. Sund:

Northern Rehabilitation Services (NRS) is a private firm offering a variety of
vocational rehabilitation services to industrially injured persons throughout
the state of Alaska. Over the past 12 months, many interested parties have
asked Northern Rehabilitation Services (NRS) what our position is concerning

rehabilitation of the injured worker. This correspondence will act as a
position paper, outlining thoughts and beliefs regarding how to establish a
more cost effective system. In an effort to remain objective, and due to the
sensitivity of this issue, NRS has not previously taken a position; however,

as we come closer to legislative endorsement and approval of new rehabilit—
ation proposals, NRS has become increasingly concerned with the proposed

changes in rehabilitation of the injured worker.

NRS agrees that changes need to be made in Worker®s Compensation, and more
specifically, rehabilitation of the injured worker. WCCA has spent time and
effort establishing a new system within Worker®s Compensation, and those
efforts to make changes should be cortmended. NRS does not intend to criticize
WXA*"s proposal for changes in rehabilitation; however, after reviewing the
most recent proposal, NRS is unable to endorse it. This statement comes
primarily from two main issues: eligibility determination for rehabilitation;
and voluntary vs mandatory rehabilitation.

WCCA®"s proposal states eligibility for rehabilitation services as follows:
"An employee shall be eligible for rehabilitation benefits upon his written
request by having physical capacities predicted to be permanent by a physician
which are less than the physical demands of the job as described in the U.S.
Department of Labor®s "selective characteristics of occupations defined in the
Dictionary of Occupational Titles" for:

1. Job at the time of injury.

2. Other jobs the injured worker has held within the past ten years that
he/she canphysically handle according to specific vocationalprepara—
tion codesas described by the C.lassification of Jobs 1C0J3)."

While the above eligibility definition may appear to be quite structured, its
validity i1s rather weak. It is NRS"s experience that the 00J is adequate at
best in determining the physical requirements of occupations, and is limited
in vocations specific to Alaska. Often the COJ may underestimate the physical

103 E. Holly. Sle. 308 232 Second Slreel Graehl
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requirements of the job; therefore, if this approach is ut.ilized, the accuracy
factor may be only fair. At the present time, an on site job analysis is
performed of the person®s position at the time of injury, and/or transferable
skills he/she may have that could be used to return than to suitable gainful
employment. It is felt this approach more accurately determines the physical
requirements. The rehabilitation counselor can assess the physical capacities
of the job at the job site.

The ether 1issue of determining eligibility for rehabilitation is that of using
the treating physician®s statement of the client®s physical capacities.
Physicians do not enjoy conpleting physical capacities evaluation (PCE) forms.
If, and when a physician fills out a PCE, they will generally consult with the
injured worker, and essentially complete the form iIn a subjective manner,
making 1t more difficult for the rehabilitation counselor to establish a
Vocational Rehabilitation Services Plan (VRSP), following through with the
requirements of suitable gainful employment.

It has always been NRS"s position that an occupational/physical therapist is
more qualified to determine an injured claimant®s physical capacities. The
Alaska chapter of the American Physical Therapy Association and American
Therapy Association have organized a committee which strives to establish
standards on how best to evaluate Worker®"s Compensation claimants to determine
their true physical capacities iIn an objective manner. By utilizing occupa-
tional/physical therapists, the system would avoid subjective information and
in turn save time and money for insurance companies that have been ‘'chasing
their tails” trying to work with physicians on this issue.

The eligibility statement also discusses the issue of returning an injured
person to work within 60% or more of the wages he/she was earning at the time
of injury, i.e., if an individual was earning $20.00 per hour ($3360.00/month)
at the time of injury and a transferable skill is identified that will provide
the injured person an hourly rate of $12.00 ($2016.00/month), he/she would not
be eligible for rehabilitation services. When looking at that difference, it
is NRS"s belief that a loss of $8.00 per hour ($1344.00/month) 1is quite
drastic. Based on experience, NRS is of the opinion that most people could
not handle such a reduction in salary. Conversely, the seasonal employee or
an injured worker obtaining a position whose salary far exceeds their usual
earning capacity would greatly benefit. Using an individuals average weekly
wage would be more in line with their current life style and financial
commitments when assessing transferable skills and/or a new vocational
objective.

It has also been noted that the new rehabilitation proposal states the injured
person and/or employer may make a request for an eligibility evaluation. The
word "may" 1is interpreted by NRS to mean eligibility evaluations may never
happen. How is the injured worker provided the necessary information regard—
ing rehabilitation? If the injured person is not provided with this informa—
tion, and it is left up to the employer to make that decision, a percentage of
cases may go unserved.

Mandatory rehabilitation on the surface may appear to be a costly approach;
however, it is NRS"s opinion that early referral to rehabilitation will result



in cost savings for the insurance conpany. While this may be disagreed upon
by many people in the insurance industry, a study conducted by NRS substan—
tiates early referral to be the most cost effective method.

IT a sound eligibility determination is implemented, injured worker®s who do
not need rehabilitation services would be eliminated from the system. The
injured workers who require the service should be referred immediately to
rehabilitation. NRS receives many referrals where the injured person has been
off work for more than a year. When that injured worker 1is finally referred
to rehabilitation, they are so bitter and angry that the rehabilitation
specialist has difficulty establishing a positive working relationship.
Generally, the injured worker who has been off work for more than a year is In
financial jeopardy, often depressed, lacks motivation, and will play a passive
role in cooperation with rehabilitation.

Based on past experience, the following issues are often present:

1. The claimant has made a decision inhis/her mind that they are going
to "get even" with the insurance company.

2. The claimant has become comfortable with compensation benefits, and
consequently will not make an effort to return to gainful employment,
especially 1f a significant loss of wage earning is identified.

3. The claimant becomes dependent upon the system and, therefore,
overreacts to the injury when interacting with the physician regarding
physical capabilities.

IT the iInsurance company is given authority to make referrals on a voluntary
basis, a portion of the injured workers who would benefit from services may be
denied the right to rehabilitation. It will be those cases where the iInsu—
rance adjuster may influence the claim by conducting "piece work™ rehabilita—
tion. The final result is a hostile injured worker with no end in sight for
resolving the claim or returning to gainful employment as a productive member
of society.

It is because of the above two issues that NRS is unable to specifically
endorse WOCA®"s rehabilitation proposal. It has always been NRS"s position
that our present rehabilitation law (.041) be preserved with the necessary
changes. Resolutions to the present rehabilitation law should be implemented
and monitored by a committee of insurance personnel, employers, doctors,
attorneys and rehabilitation specialists. These professionals should be
appointed for a period of two years and statistics maintained for future

recommendations and revisions.

What needs to be absolutely avoided is the "Pendulum Affect.” If we eliminate
our present law (.041) and establish a totally new law, the pendulum, in
essence, will swing from the one extreme to the other. A new law will have
problems that will also need to be changed and Ilitigated. It is NRS"s
position that the industry should work with what is now available and make it
more effective.



The professional staff at NRS has many years of experience working in the
field of Worker®"s Conpensation. With that experience, and under the .041
guidelines, the following concerns continue to arise:

1. What constitutes a reasonable labor market?

2. How does one deal with a change in the labor market due to economic
instability when a Vocational Rehabilitation Services Plan is success—
fully completed?

3. What constitutes non-cooperation?

4. How much time 1is needed to train injured persons 1In appropriate
occupations?

5. How does one deal with "doctor shopping”, or physicians that refuse to
cooperate with the rehabilitation process?

6. What can one do to effectively obtain an appropriate physical capaci—
ties evaluation form?

7.  What 1s the definition of suitable gainful enployment?

8. Is there a better way of resolving claims "/hen an 1injured worker
establishes a goal that goes beyond the .041 training time require—
ments (74 weeks)?

9. When an injured worker wants to resolve a claim, 1S unnecessary
litigation required to obtain that result?

10. How can situations be avoided where the 1insurance company may not
support the rehabilitation provider®s recommendations; consequently,
they hire and fire specialists until one 1is found to endorse their
concept of what they feel is appropriate rehabilitation?

The above 1issues need to be addressed within our present .041 rehabilitation
system. It is strongly felt that the rehabilitation community is aware of the
problems and may have recommendations to resolve them. Why has it become
apparent that most persons with interests in Worker®s Compensation want
nothing to do with rehabilitation?

Because costs have increased over the years in Worker®s Compensation, 1t 1is
more important than ever that all parties objectively establish a sound
Worker*s Compensation Rehabilitation Program.

HiLS has gathered statistical data in the past two years to identify the
outcome of claims referred to our office for rehabilitation services. After
reviewing the data, one may determine that the results were cost effective;
however, a percentage of cases were closed through compromise and release.
Certain individuals are not willing to accept the time frames rehabilitation
has to offer within our present system. There should be a more effective way
of resolving a claim that is heading towards an agreed upon conclusion.



There have been positive results in rehabilitation within NRS, as well as
other rehabilitation firms in the Anchorage community over the past four
years. Due to greatly increased costs in Worker®s Compensation over the
years, it is important that all parties involved within the system avoid
emotional reaction. Granted, there are problems within each profession, but
instead of dealing with a negative approach, we should deal with change in a
positive manner and work with each other to arrive at resolutions. Objec—
tivity and professionalism, with good common sense, are necessary to establish
a sound program that is fair to all parties.

IT an individual reading this letter iIs iInterested in speaking with a rehabil—
Itation specialist regarding their concerns, please do not hesitate to contact

NRS at the above number or contact the Executive Board of the Alaska National

Association fcr Rehabilitation Professionals in the Private Sector.

Respectfully submitted,

Carol Jacobsen, R.N.,C.R.R.N
Certified Rehabilitation Registered N-jcse

EM:gm
2173



SECTION A.S.
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23.30.095(a):

DELETE underlined passage beginning page 12, line
7 through line 11, starting with "The employee™.

RATIONALE: This passage is objectionable for
several reasons:
(@) Dbecause there i1s an insufficient
definition of "attending physician";
(b) Dbecause there 1is an insufficient
definition of "specialist”;
(c) because there is no indication of when
a physician becomes an "attending” physician
as opposed to an examining or consulting
physician; and,
(d) because there is no real indication of how

a choice of a different specialty is treated.
For instance, 1f employee®s attending
physician is a GP and he has a broken leg

and decides that a orthopedist would be better
able to treat him, does that decision count
as a change? Or, the employee has a lower
back injury, choses to try an osteopath or a.
chiropractor instead of his GP, does that
decision count as a change when he 1s not
merely changing from one doctor to another
but i1s actually seeking a different type

of treatment?

If the passage must remain in, here 1S a suggested
change:

The employee may not make more than one
change of attending physician within
the employee®s attending physician®s
discipline or speciality without the
written consent of the employer.
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SECTION
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We would suggest that A.S. 23.30.265 be amended to
include the following definitions.

An attending physician is the physician
of the patient"s choice responsible for
the provisions of primary health care.

A specialist is a physician to whom the
patient i1s referred by the attending phy—
sician for the provision of secondary
care and/or consultation.

Keep language that will be deleted (bracketed langauge on
page 12, line 11 through line 13). There does not appear
to be any justification for taking away the boards
authority to make exceptions to this rule in the
appropriate cases.

Amend the language in the next sentence, page 12, line
13, starting "Upon procuring”™ to read:

Upon procuring the services of an attending
physician, etc.

A.S. 23.30.095(c):

DELETE the added language (underlined and appearing
on page 13, line 2 through line 13).

RATIONALE: This passage is 1ll considered:

(a) Dbecause there is no definition of what is
considered '"continuing and multiple treatments"
and health care providers must necessarily guess;

(b) because there is no designation of who will
approve the plan and what standards will be
employed and upon what facts or basis the
review v/ill rest;

(c) because the process of review will occur
simultaneously with the provision of treatment
and, according to the current language, the
health care provider must bear the financial
risk of disapproval;



(d) Dbecause there are no provisions for amendment
of the plan should the need arise; and,

(e) because the provision imposes maximum limits
arbitrarily.

Generally, 1t appears to us that these provisions will pro—
bably result in an increase in litigation and resulting costs
rather that a decrease since so much is left unstated.

IT the reason for this amendment is to guard againstunreaso—
nable or unnecessary treatment, there are already regulations 1in
place and the employer can, with most health care professions,
submit perceived abuses to the appropriate peer review commit—
tees .

If the reason for this provision is, as some of our members
strongly suspect, an indirect attack onChiropractic, i1t is-not
in fact cost effective and iIs, to say the least, discriminatory.

SECTION A.S. 23.30.95(e):

(1) Proposed amendment deleting requirement that examining
physician be authorized to practice is Inappropriate
and suspect. Therefore, bracketed section on page 13>
line 18 through line 19, should be RETAINED.

How 1s either the Board or the employee able to rely
upon the competence of a report or examination 1if
there 1s no requirement that the physician doing the
examining be appropriately licensed? Does the
legislature really intend to require that the employee
must submit to an examination by someone who may not
be cap"able of meeting license requirements?

(2) The creation of a presumption of reasonableness
of requiring examinations every 30 days appears
to be irrational. It seems obvious that the
added language could easily be used by the employer
to harass an employee in cases where either (1)
the condition is stable enough that monthly
examinations are unnecessary, and/or the examination
technique used is painful and the likelihood of
substantial changes in condition would not, in the
absence of an adversary relationship, be normally
considered justified. |In addition, should the employee
not be able to work at his/her old job, a requirement
for monthly examinations by the former employer®s
doctor may well interfere with the ability of
the employee to secure other employment.



(3) Although there are fairly draconian provisions
within this section for employee non-cooperation,
there are no provisions for (i) advance (reasonable)
notice requirement by the employer; or, (i1) a
means by which the employee can contest the
necessity and/or reasonableness of the monthly
examinations prior to their imposition.

SECTION A.S. 23.30.95(fF);
DELETE (UNDERLINED) changes.
AMEND® LANGUAGE

RATIONALE: The present section, prior to amendment, limited
fees charged for medical treatment and services to charges
that generally prevailed in the community. (See bracketed
section™ page 14, lines 18 through 19). The new section
(underlined, page 14, line 20 through line 22) adds to the
Board®"s responsibility the necessity to determine whether or
not the charge, which may well be customary in the community,
is reasonable (underlined)..

That being true, the phrase that the Board may regulate
fees and charges contained within this section would become a
reality since the Board would have authority under this sec—
tion to override free market considerations, including local
economics and the effects of local competition and declare
that charges that were in fact usual and customary but, in
the Board"s opinion, unreasonable.

The proposed change is actually unnecessary since nor—
mal free enterprise processes supply reasonableness of price
through market place competition.

The purposes behind this section are two-fold. First,
the legislature is rightly concerned over the incurring costs
of workmens® compensation insurance to employers. Second,
paying inappropriately high charges to a physician will
encourage bias that inevitably leads to increased litigation.
Assuming that these provisions are laudatory, the measure
only goes half way in treating the problems. The other half
of the costs associated with workmens®™ compensation cases
arises from the pé&hysician retained by the employers to exa—
mine the employeess. The costs associated with those physi—
cians contribute to the burgeoning costs of insurance in the
same manner as those of the employer®s physician.
Additionally, the issues of bias for over compensated physi—
cians are not confined to either side.



Finally, the present language limits comparison to an
obviously vague and confusing standard of "treatment of
injured persons of "like standard of being”. That portion
should have the confusing language removed. Therefore, we
suggest that the language of A.S. 23.30.095(f) be as follows:

All fees and charges for treatment, service or
examinations by physicians for either party should
be limited to charges that prevail in the same com—
munity for similar treatment, services or examina—
tion of injured persons and shall be subject to
regulation by the Board.

SECTION A.S. 23.30.95(1):
DELETE Changes. AMEND CURRENT LANGUAGE.

The most offensive of the added language is contained on page
14, lines 25 through 26, which allows for an out-of-state organi—
zation to advise the Board on the appropriateness and necessity
for and costs of medical treatment of Alaskan workmen by Alaskan
physicians. A host of questions arise by this wording. IT an
out-of-state organization 1is appointed, how well qualified are
they to judge these issues? Could they pass the relevant Alaska
boards? Are they in fact licensed physicians/health care provi—
ders? Are they anything more than claim adjusters? How 1is an
out-of-state organization going to determine appropriateness of
treatment without recourse to examining the patient or taking
additional xrays or additional studies? why is an out-of-state
organization needed when there are peer review committees set up
within the various disciplines for these purposes now?

Regarding costs, once again, how is an out-of-state organiza—
tion going to determine appropriate levels of costs? If for
instance, the person making the determination on appropriateness
of costs lives in and is familiar with medical costs in some
small town in Illinois, will that familiarity influence the
advice he gives to the Board on treatment rendered in Alaska
where the cost of everything is higher?

Based upon the recommendations that are made to the Board,
the Board will be determining whether an employer should pay a
bill for services that have already been rendered. Because it
has the power to approve of the withholding of payment, the
employee and the local physician in Alaska rendering treatment to
him 1s at a distinct disadvantage in challenging the advice of an
out-of-state organization.



IT the advice is unsound, but because of economics, remains
unchallenged, the Board"s decision will eventually begin to
influence the manner in which Alaskan physicians treat injured
workmen since their choices will essentially be to either adopt
an approved (but unsound) procedure or to refuse to treat the
injured workman. Additionally, injured employees may not seek
appropriate treatment since they might end up having to pay for
it themselves, which will either add to the term of the injury or
begin to increase costs of employee medical insurance plans.

We suggest the following language REPLACE Section ():

The board may appoint a medical services review
board consisting of physicians licensed in the
state and employer and employee representatives to
assist and advise the Board in matters involving
the costs of health care services. The medical
services advisory board shall conduct anonymous
surveys birannually to determine usual and customary
costs of treatment and procedures, and in the case
of unusual situations, may conduct special surveys
to determine usual and customary costs for treat—
ment of procedures not normally encountered. If
the Board shall determine that a physician or
health care provider has 1inappropriately or unne—
cessarily provided treatment, or has habitually and
substantially exceeded the usual and customary
charges in the community in which treatment was
rendered, the committee shall refer the matter to
the peer review committee of the health care provi—
der®s discipline and advise the Board to disapprove
the charges 1in question.

SECTION A.S.23.730.095(k) :
(1) AMEND proposed language.

RATIONALE: The clear import of this section is to pro—

vide the Board with an independent source to turn to when a
dispute arises between the parties®™ experts. Unfortunately,
the proposed section as i1t"s presently worded does not go far
enough to insure the independence of the source. Addition—
ally, it fails to guard against "apples and oranges™ com—
parisons that so often create or increase litigation before
the Board. Finally, the proposed section creates an
inappropriately limited standard of review which is incon—
sistent with current diagnostic techniques.



First, in order to insure the independence of the
review, the selection of a physician or health care provider
should be from a rotating list so that there can be no
question as to impartiality in the selection process.

Second, both parties should have the right to object to
one selection within a reasonable time period so that
questions of bias may be minimized.

Third, the lists that are resorted to by the Board
should be kept by discipline and specialty and the selection
made should conform to the discipline or specialty of the
health -care provider of the employee. Otherwise, there is
every likelithood that the Board will become embroiled in
jurisdictional disputes between disciplines and specialties
that will provide no meaningful comparison.

Fourth, limiting the standard required to overcome, the
presumption to objective evidence deselects critical subjec—
tive findings that often times form the backbone of a valid
diagnosis.

Fifth, although shielding the irdependent physician from
liability for ordinary negligence is a good idea, making his
liability dependent upon proving fraud goes too far. As a
result, it is our feeling that the limits of liability should
extend to fraud®"s cousin, misrepresentation, and to gross
negligence in order to ensure an appropriate level of
reliability in the findings- of the independent physicians.

We would suggest the following language be substituted for
the proposed language:

In the event of a dispute regarding determinations
of cassation, stability, degree of impairment,
functional capacity, the amount and efficacy of the
continuance of or necessity of treatment, or com—
pensability between the employee®s attending physi—
cian and the employer®s medical evaluation, an
independent medical evaluation shall be conducted

by a physician or physicians of the same discipline
and specialty of the employee®s attending physi—
cian.

Such physicians shall be licensed in the State of
Alaska or the state that treatment was rendered and
selected from a list established with the aid and
advice of the medical advisory board, and main—
tained by the Board. Both the employee and
employer shall have the right to challenge one



appointment. In the event of a challenge, the next
physician on the list will be appointed. The con—
tents of the list and the order of i1ts contents
shall be kept confidential by the Board. The
report of the independent medical examiner shall be
furnished to the Board and both parties within 14
days after the examination is concluded. The opi—
nion of the independent medical examiner shall, in
the absence of clear and convincing evidence to the
contrary, be presumed to be correct. A person may
not seek damages from an independent medical exa—
mine caused by the rendering of an opinion or pro-
viu~rg testimony under this subsection, except in
the case of fraud, misrepresentation or gross
negligence.

SECTION A.S. 23.30.155(C):
DELETE Added language.

RATIONALE: As will be explained more fully when Subsection
(m) is discussed, the exception being grafted onto this sec—
tion 1s, in essence, gutting the penalty provisions by
allowing an employer to escape the penalties by simply per—
forming once a year ministerial acts that have nothing to do
with the merits of a particular controversion, or for that
matter, to do with a habitual practice of unjustifiably
controverting employee claims. As a result, it is our
suggestion that the amenditory language be deleted.

SECTION A.S. 23.30.155(m):
DELETE changes.

RATIONALE: This section as it is proposed, essentially
vacates the penalty provisions in subsection (c¢) by allowing
an employer to avoid penalties for failure to timely notify
the employee and the board of changes it unilaterally makes
to the employee®s compensation, or whether or not the
employer intends to controvert at all. In essence this pro—
vision allows, on a sliding scale, an employer to escape
substantial penalties 1f it performs the ministerial acts
that, under the present and proposed statute, it must per—
form.

For the employee who is caught within the exception®
parameters, however, there is little relief. If the filing
requirements did not incorporate notifications to the
employee and were, in fact, only ministerial, there might be



some justification for the proposal, although i1t is not
readily apparent even in that situation. However, the
reports do require notification to the employee and, in the
absence of receiving timely reports, the employee may well
make decisions that he might not should he receive a timely
notification that the employer was either going to contro—
vert, suspend or terminate his compensation. In essence
then, the employer 1is, according to this section, allowed to
escape penalties for failing to comply with the employee
notification provisions in Subsection (c).

SECTIONS A.S. 23.30.185, A.S. 23.30.200:

DELETE proposed language unless the term medical stability
Is changed as noted below.

RATIONALE: Obviously, the employers and their carriers are
seeking to place a limit upon TTD and TPD payments. However,
they are basing the proposed limit upon an unrealistic and
unfair standard, "medical stability”. As will be
demonstrated below, the definition for the term "medical
stability” 1is suspect.

SECTION A.S. 23.30.265 (34):

AMEND proposed language.

RATIONALE: * According to the proposed language, an employee®s
medical condition is "stable" after the date that no further
objectively measurable Improvement is reasonably expected to
result from additional medical care or treatment. This defi—
nition has several flaws.

The section is used in conjunction with two other sections,
AS 23.30.185 and AS 23.30.200 which deal with payments for
temporary disability records to those sections, payments will
be cut off once medical stability is reached. Therefore, for
both parties the definition of medical stability becomes
paramount. However, under AS 23.30.265(34) the definition is
highly suspect. According to the proposed language, medical
stability i1s measured solely upon the question of whether
further care or treatments will result in improvement and
specifically disallows consideration of improvement generated
by the natural healing process of time. Therefore, it 1is



easily conceivable that an injured employee who 1s tem—
porarily disabled and unable to be gainfully employed, and
who will get better over time, would lose his temporary
benefits because the health care providers could not provide
treatment or care that would improve upon the natural healing
process. In essence, the injured employee would be penalized
because of the impotence of current science to help him.

Second, once again the standards for making the deter—
mination based solely upon objective findings when modern
diagnostic techniques use a combination of objective and
subjective techniques. As a result, the employee and all of
the physicians coming into contact with him are artificially
limited to decision making that bears no relationship to how
medical decisions are normally made.

SECTION ENTITLED LEGISLATIVE INTENT, SUBSECTION (b):
AMEND proposed language.

RATIONALE: In decreeing that the Board has increased powers,
there must be some authority for decision making concerning
his medical treatment left to the injured employee.
Therefore, there should be some provision contained within
the statute that it is not the legislature®s intent that the
employee®s right to chose who his health care provider will
be will not be restricted unreasonably.

We suggest that the following language be added to sub-—
section (b):

With the exception of the provisions contained
in A.S. 23.30.095(a), nothing contained

within this section shall empower either the
board or any party to interfer with or

infringe upon the employee™s right to select
the type of health care and the person to pro—
vide it for the treatment of his iInjuries.

Any employer or its representative that viola—
tes this section is guilty of practicing
discrimation against the employee and subject
to the provisions of A.S. 23.30.247.



Miscellaneous: | didn"t have a chance yet to gratf in some
changes that will try to limit what the employer/insurance carri—
ers pay for their expert. 1 also need to go through the IME lan—
guage dealing with the experts hired directly by the employers to
perform examinations and try to exclude references to that proc—
ess as an IME since the employer®s experts are no more
"independent” than the employee®s experts. [1"1l1 try to complete
those tasks by tomorrow.

I didn"t do a cheat sheet yet but will be prepared to ver—
bally discuss the manner in which the testimony will be presented

at our meeting and, i1f it is felt that a sheet would be helpful,
"1l prepare and deliver one to you.

PLD

-11 -
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541 WEST 36TH AVENUE. ANCHORAGE. ALASKA 99503-5899. (907) 561-1222

February 28, 1988

Representative John Sund
P.0. Box V
Juneau, AK 99811

RE:PROPOSED WORKERS® COMPENSATION LEGISLATION (H.B.352/S.B.322)

Dear Representative Sund,

Your time 1is precious and valuable; hence I will keep my remarks
as brief as possible.As you attend to the vital task of
organizing and running state affairs, and bringing about economic
recovery, I feel that you should be aware of the following
information.

H.B. 352 and S.B. 322 are NOT likely tobenefit the injured worker
as they claimto do. The language utilized 1is cleverly written to

protect the interests of MANAGEMENT. It 1s legislation that 1is
clearly out of balaP.CE—«- The labor participation during the
drafting stage ("Task Force"™) therefore appears to be of

"mysterious" significance and value.

The proposed legislation places few controls on insurance carriers
but many on the health care providers. This bill 1is conspicuous 1in
nature, 1iIn that 1insurance carriers are given NO guidance to pay
health care providers on a timely basis and NO authority is
provided for a FINANCE CHARGE AND/OR PENALTY tobe levied on an
insurance carrier when a delinquency occurs. The "Board"
recommends payment within 15 days, but experience and statistics
show that payment 1is usually made many months later, after an
exercise in collection procedures has transpired!

To perpetuate the free enterprise system and therefore encourage
competition Dbetween the various health care providers (best
procedure to decrease costs) 1t 1s essential to keep the
professions "distinct and unique"™ untothemselves. (Naturally
inter-professional relationships would be encouraged.) In keeping
with the American way, 1t is recommended that EACH PROFESSION DOES
ITS OM [INDEPENDENT MEDICAL EXAMINATIONS (I.M.E.).

It should specifically be noted that Chiropractors take care
probably of the majority of neuro-musculoskeletal (neck and back)
injuries. The proposed legislation, supported by the Alaska
Medical Association. iIs designed to move patient care from the
Chiropractic model to the MEDICAL MODEL. Research over many years,
utilizing tens of thousands of patient studies, has concluded that
CHIROPRACTIC 1S COST-EFFECTIVE OVER MEDICINE 1in treating these

A Reputation for Excellence
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injuries. Is 1t logical therefore to embrace a more costly approach
when trying to save money? Furthermore, extensive documented

research reveals that WORK TIME LOSS can be significantly decreased
utilizing the CHIROPRACTIC approachl

The history of medicines®™ activities cannot be ignored .. . even
though Chiropractors would like to "move on positively” into the
future. In 1972, the Alaska Medical Association supported
legislation to ELIMINATE CHIROPRACTIC on the basis that 1t was
"QUACKERY.™ In 1987, the A_.M.A., the American College of Surgeons
and American College of Radiology were all found guilty, in the
United States District Court, of CONSPIRACY TO DESTROY THE

CHIROPRACTIC PROFESSION. It should therefore come as no surprise
that Chiropractors are '"sensitive" whenever a situation requires
medical co-operation . . . such as I.M.E."s performed on

Chiropractic patients by medical doctors!

Please be aware that at the "practical field level™ I1.M.E."s are
"devices" frequently utilized by insurance carriers to interfere and
disrupt Chiropractic care. These I.M.E."s are almost always done by
medica] doctors (orthopedic surgeons not educated or trained 1in

Chiropractic Methodology.) In my extensive practice experience |
have never seen a patient under medical care receive an I.M.E. by a
Chiropractor! It seems only reasonable that a professional trained

in a particular specialty should evaluate treatment within that
specialty. Does a neurologist suggest a patient should seek a second
opinion from a pediatrician? It should also be noted the I.M.E."s
performed by MEDICAL DOCTORS usually take about 15 minutes of the

physicians®™ time (an average time according to patients) and COST
about $500. This professional fee also EXCLUDES diagnostic studies
like x-rays, CAT-scans etc. The present and proposed [I.M.E.

procedure simply perpetuates DISCRIMINATION and elevates COSTS!

I am the elected Western Regional Director for the International
Chiropractors Association, representing the Chiropractors in Alaska,
Washington, Oregon, Idaho, Montana, Wyoming, California, Utah,
Arizona, Nevada and Hawaii, and have practiced continuously 1in

Anchorage for 17 years. In the 1interest of "fairness and
economics,”™ you are requested to please research and evaluate the
Issues raised by the Alaska Chiropractors. The Alaska Chiropractic

profession, its legal counsel, and lobbyist Mitch Gravo, Esq. are
willing to participate in discussions that will mature into laws
that are fair to all parties concerned.

I request that you consider the following <criteria and proposed
amendments, and that they become, at the least, minimum requirements
for an acceptable workers®™ compensation bill.

* The i1njured worker receives fair benefits and
compensation;
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* The insurance industry guarantees a 20% reduction in
premiums for at least a two year period (premium increase
only upon the objective display of need);

* |.M.E.'s are performed by the same type of licensed
health care provider as the treating doctor;

*  The health care providers are paid Dby the insurance
carriers within 30 days and a legally enforceable finance
pharge to prevail thereafter. A penalty clause should be
invoked for habitual offenders and for other irresponsible
actions;

* That injured workers are re]garded as imPortant
individuals and treated as such. he obligation for the
physician should be to provide only "necessary care" and not
categorize individuals under a health care delivery system
that demands or forces upon people a pre-determined Vvisit
structure; &The Medical and Chiropractic professions already
have  PEE REVIEW panels in existance to control
"utilization.")

* That health care providers charge only "reasonable fees"
for services provided; (The fee profile to he documented by
a skilled person [statistician] for specific geographic
areas in Alaska and updated ‘on a quarterly Dbasis. An
independent audit of the fee profiles Is also essential for

the maintenance of accuracy.)

* That  non-licensed healthcare providers (usually
insurance adjusters, etc.) NOT be given the authority to
approve or reject "TREATMENT PLANS," on the basis of having
insufficient Medical/Chiropractic experience and knowledge;

The ultimate solution, which has not been addressed inthe proposed
legislation, is to PREVENT the industrialaccident from happening in
the first placel According to an article in the "Anchorage Times,"
which appeared on February 22, 1988, the following is true: "...as
-that. pays__iilgxs _aliss.tios to iiie.

. _ _ra.'t._eSA." This same newspaper
article claims that a safety program reduced a construction firms'
annual premium...and furthermore resulted in a REBATE of §110,000
T(that the insurance company reimbursed to the construction company).
he CORE ANSWER to the Alaska workers' compensation situation could
be found in placing emphasis on SAFETY PROGRAMS which could imply a
drastic departure from the present version of H.B. 352 and S.B. 322.

Thank you for taking the time to acquire insight into the “other



side of the story." We, as Chiropractors, are positive that by the
implementation of the above stated ideas, we can improve the system
for all parties concerned and furthermore help Alaska to get back on

its "financial feet" by helping  business (employers) to pay
reasonable workers' comperisation préemiums again.

Sincerely,
IRELAND CLINIC OF CHIROPRACTIC, A.P.C.

Trevor V. lrelam ., F.PCW. FPA.C

TVI/dld

|a:1tt(|:'h: Anchorage TIMES article "Firm Funds Safety Cut Workers' Comp.
ee

P.S. Cost effective research studies, Court decisions, etc. are
available upon request.
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541 WEST 36TH AVENUE. ANCHORAGE, ALASKA 99503-5899, (907) 561-1222

March 3, 1988

JIMu ~ hi
Representative John Sund
P.O. Box V
Juneau, AK 99811

Re: Proposed Workers'" Compensation Legislation (HB 352/SB 322)

Dec.r Representative Sund

As  the  Western Regional Director for the International
Chiropractors Association, | feel obligated to express my
opinion pertaining to the proposed workers' compensation
legislation,

The proposed Ie%islation, in a_subtle manner, moves _the
Chiropractic model of health care into the MEDICAL model. This
"movement” is likely to ELEVATE COSTS hecause numerous studies
hage _proven Chiropractic care to be cost-effective over
medicine.

Medicine has Iong relied on the "dia%nosﬂc and objective"
approach in providing health care. This approach typically
entails many x-ray studies, CAT-scans, M.R.I.'s etc... all of
which are COSTLY

Chiropractic care, in contrast to medical care, has emphasized
a  "hands-on" approach with a blending of objective and
subjective findings. (Subjective findings are those elements
such as the feeling of pain, headache etc.)

Chiropractors understand neck and back problems Erobably bett
than anyone else. They also understand that BACK and NECK PA
CAN EXIST WITHOUT OBJECTIVE DOCUMENTATION.

er
IN

HB. 352 and S.B. 322 insists u;on "objective" documentation.
Should these bills become law it is reasonable to assume that
ALL health care providers will be FORCED to perform additional
COSTLY tests and procedures to PROVE that the care rendered was
necessary.

RECOMMENDATION: Necessary care may  be rendered when
"subjective" and/or "objective" findings are
demonstrated. (Psycho-somatic observations and
malingerer tests should he utilized by the
physician to eliminate non-compensable type
conditions.)

A Reputation for Excellence



Thank you for taking the time to note our Chiropractic
concerns.

Sincerely,

IRELAND CLINIC QF,CHIROPRACTIC, A.P.C.
*

J x m c r Jok g m k

Trevor V. Ireland, D.C., F.I.C.A., F.P.C.W., F.P.A.C.
TVIImli

PLEASE NOTE: Additional information available upon request.
Please refer to "Information Package" forwarded to you dated
February 28, 1988,
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541 WEST 36TH AVENUE, ANCHORAGE, ALASKA 99503-5899, (907) 561-1232

March 9, 1988

Representative John Sund
P.O.Box V
Juneau, AK 99811

RE: Propjsed Workers' Compensation Legislation (HB352/SB322)

Dear Representative Sund,

| have practiced in Anchorage for almost 17 years. It is apparent
that we need workers' compensation reform in Alaska. Tle proposed
Ioet(n;ésrlsatlon unfortunately corrects some problems, but CREATES

The most visible problem, at least to Chiropractors, is the
subtle language utilized to move the practice of Chlropractlc
into the MEDICAL MODEL of Eractlce Study after study has proven
Chiropractic to be COST-EFFECTIVE over medicinel (As referenced
in "Information Package" forwarded to you February 28, 1988.)

Having medical doctors evaluating Chiropractic patients is like
having plumbers evaluatlng electricians work. Independent Medical
Examinations (I.M.E.'s) usually provide the medical doctor with a
“classroom setting" to discuss  their anti- CherEractlc
feelings...and seldom result in the clinical merits of the case
being adequately evaluated!

Chiropractors are collectively "upset” when the vast majority of
.M .E.'s, performed by medical doctors claim "The care s

unnecessary,” "The care is palliative," "The care is hindering
your progress, "The care s actually causing you additional
injury, etc. These misleading and inaccurate statements are

encountered so frequently that manK Chiropractors feel that
certain medical (I.M.E.) doctors have ONLY these findings
programmed into their word processors!

Chiropractors have complained about the situation for many years.
On August 27, 1987, the United States District Court in Chicago
found ~ the American Medical Association, American College of
Surgeons, and the American College of Radiology guilty of
conspiring to destroy the nations' Chiropractic practice.

In view of this court decision, it is apparent that there may be
more to the I|.M.E. situetion than meets the eye!

A Reputation for Excellence



RECOMMENDATION: Require that each licensed health care profession
perforin itsl OWN |.M .E.'s.

Sincerely,
IRELAND CLINIC OF CHIROPRACTIC, i;P.C.

S tiw [ I J.Jhonltum
Trevor V. Ireland, D.C., F.I.C.A., F.P.C.W., F.P.C.A.

TVIImli

PLEASE NOTE: Additional information available upon request.
Please refer é "Information Package" forwarded to you dated

0
February 28, 1988.
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Hirm finds safety cuts workers' comp fee

By Harry McFarland  j
Time* BuriatM Writer
The owner of a Homer construction
firm, a j110.000 rebate check from his*
insurer in hand, believes safety pro-*
grams may be a partial answer to low-'
ering the workers’ compensation insur-
ancgcrisis in Alaskal- ~ r
“It’s not uncommon to receive a re-
bate," Tony Neal, president of Neal &
Company, said Saturday. "It is uncom-
mon to receive such a large check."
Neal credits his insurance agent,

Doug Vincent of Corroon & Black, and
his insurer, Industrial Indemnity, for
helping design the safety program that
has helped reduce annual premiums.
Workers’ comp pays medical, reha-
bilitation and compensation costs to
employees injured on the job. The ben-
efits package is specified by state law
but provided by private Insurers,
whose policies are reviewed by the
Alaska Division of Insurance. All em-
ployers must carry the coverage.
Neal’s annual workers’ compensa-

tion till for 250 employees totaled
$00,000, he said, but the company,
which was established in 1974, had no
accidents. Neal started negotiating to
lower premiums for his company,
which has branch offices in Anchorage
and Guam.

Working with Vincent and Industrial
Indemnity, Neal’s company added a
safety engineer to oversee an accident
prevention program. And when the In-
dustrial Indemnity representative re-

See Safety, page B-8

Safety: Pays off

Continued from page B4
3— — =
; commends procedural changes,
. Neal said the company complies.
With the two years of rebate
mchecks, he ultimately subtracted
; $170,000 - $110,000 for 1987 and
, $60,000 for the previous year —
from his firm’s operating costs.

"A lot of the credit should go
to Industrial Indemnity,” Neal
said. “They pay a lot of attention

mto safety when a lot of Insurance
companies don’t."

Currently, the legislature is
considering a measure aimed at
lowering insurance premiums,
which have skyrocketed 42 per-
cent the past two years. Experts
say the higher premiums can be
blamed on high medical ex-
penses, permanent and partial
disability payment policies, vo-
cational rehabilitation that ends

up in confrontation and litigation
and stress at the workplace as
well as an insurance industry
that pays more attention to the"
premiums that it does Iowerlng
accident rates!

Among the proposals in the
legislature are lowered weekly
benefits for claimants living out-
side Alaska and taking steps to
stop “doctor shopping' by work-
ers looking for the medical opin-
ion they want to hear. The leg-
islation also proposes lowering
the maximum benefit.

B-6 Monday, February 22,1983 The Anchorage Times

N



For Release October 14, 1987 Contact: g

ALASKAN BUSINESSES FACE 25 PERCENT INCREASE
IN WORKERS' COMPENSATION INSURANCE RATES

Alaskan businesses will be faced with an average 25
percent rate increase in the cost of workers' compensation
insurance effective January 1, 1988, according to the director
of the state Division of Insurance, John George. George made
the announcement at a recent seminar sponsored by the Workers'
Compensation Committee of Alaska.

Employers are-required by law to carry workers'
compensation insurance to pay for the medical costs and lost
wages incurred by employees who are injured an the job.
Employees do not contribute toward the cost of the insurance.

"Based on the paid lass method of determining what the
Mb*

“workers' compensation rate increase ;will .be effective January .1,
W I'1983, the avcvage will be an increase of 25.1 percent. That's
rtop* -not good news," George said.

. ‘ The 1988 average rate is almost double the 1987 rate
e increase of 14.3 percent. In 1987 industries such as
_construction, manufacturing and oil and gas experienced
increases of almost 40 percent. George says the continuing
increases are founded in losses via claims incurred by insurance
companies.

more -

Workers Tompensation Committee of Alaska, Inc., 11401 Olivwe, Anchorage, AK 99515
(907) 344-1577



"Payrolls have been going down in Alaska for the last -few
years. One would expect that the losses incurred by carriers
would also be going down," George said. The opposite is true.

George noted that workers' compensation claims totalled
$70 million in 1983, $89 million in 1984, $124 million in 19G5
and $150 million in 1986 despite a decreasing payroll base.

He said the rate hike this coming year could have been
even higher since one method of calculating rates showed Alaska
facing a 58 percent increase. "We insisted the national rating
company use the method that came up with the lowest increase,"
George stated.

He added that the Division of Insurance ran its own
calculations and predicted a 25-30 percent rate hike was
legitimate. "We're fairly confident that the 25.1 percent is a
legitimate number. It is an unfortunate number," George said.

Steve Haag, President of the Workers' Compensation
Committee of Alaska, said the rate increase is bad news far
Alaskan businesses already impacted by slow economic growth.
"Without a doubt | can say some of the businesses here today
will not be here several months from now and the skyrocketing

insurance rates will be a major cause of that," Haag said.

George agreed that the rate hikes will have a negative
simpact on Alaskan employers and employees. "We recognize the
problem it is causing employers and employees. We recognize it
makes Alaskan employers non-competitive with employers in other
states who come .up and do the work with an all-states

endorsement an their policy, George stated.



George encouraged employers and employees to examine the
-factors that a-f-fect i*ates to determine if the benefits are
appropriate and if employers can legitimately afford to pay the
cost of those henefits.

"I don't think anyone wants to deprive a truly injured
worker of his due benefits," George stated, "Yet we're getting
to a point where employers just can't afford to keep paying,
insurers can't afford to keep selling insurance if they can't
charge an adequate rate and we end up at a place where you can't
have a business in Alaska employing people."

WCCA reorganized last winter after the 1987 rate increases
were announced. The organization is currently examining all
aspects.of workers' compensation law in an effort to prepare a
reform package for the legislature in 1988.

"I think this group is doing a good job of looking at the
things that go into making up the losses to see if there are
appropriate adjustments," George said. "I think it's
outstanding that we finally have gotten, the employers and-
employees together to do this."

George said the Division of Insurance would hold two
public hearings in Anchorage on the rate increases. They will
be at the Loussac library from 1-4 p.m. and 7-10 p.m. Friday,
October 23.

H # # #



For Release Contact: Steve Haag}
October 23, 1987 344-157

1988 Workers' Compensation Increases
Hardest on Oil and Gas Industry

The oil and gas industry can expect workers' compensation
insurance premium increases of as much as 68 percent beginning
January 1, 1988 according to State Division of Insurance Deputy
Director Don Koch. Koch unveiled the official increases during
two public presentations Thursday in Anchorage.

The average rate increase for all businesses will bhe about
25 percent with ranges depending on the specific type of
business. Rates are broken into four general classes with the

fallowing average and range increases:

Average Range
Oil and Gas 184, to 687.
Contracting 47. to 547
Manufacturing -147. to +367.
All Other -17. to  +437.

The rate hikes will mean Alaskan businesses will pay about
$38 million more in 1988 for workers' compensation insurance.

"This filing could not have come at a worse time," Koch
said while warning there may be more bad news in future years if
the system remains unchanged. "I have a suspicion these rates
will still be somewhat inadequate. The filing we had last year

was absolutely deficient."

Workers®™ Compensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



Koch referred to the fact that workers' compensation
losses have more than doubled in the past four years, from $71
million in 1983 to over $150 million in 1986 despite a drop in
overall state payroll to pre-1982 levels.

The rate increase is the result of an analysis conducted
by the National Council an Compensation Insurance, an
organization responsible for analyzing insurance rates in 32
states. NCClI actuary Mark Mulvanney explained that much of the
rate increase came from workers' compensation claim experience
in the past few years.

Between 1979 and and 1986 wages in Alaska rose about 30
percent while hospital costs escalated 80 percent and other
medical service costs skyrocketed 90 percent. The most recent
year analyzed, 1986, showed medical costs inflated by 6.87. while
indemnity payments showed an inflation rate of 30.27.. Indemnity
costs include payment of wages while recovering from an injury.

"The new experience figures that came in were a lot worse
than past years. "We are seeing basically the same numbers and
types injuries but paying more for lost time and wages. A lot of
that has to do with the change in the economy in 1986,"
Mulvanney explained.

While not formally adopted by the Division of Insurance,
Koch said ha recommended that the Director of Insurance accept
the rates as adequate and not excessive nor discriminetory.

Koch explained the Division only reviews the rates to
determine if they are adequate under the current benefit system
which is administered by the Division of Workers' Compensation.
The House of Representatives Labor and Commerce Committee has
planned a public hearing in Anchorage for November 12 to review
the entire workers' compensation system and statutes. # # #
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For Release Contact: Steve Haag
January 11, 1988 344-1577

WORKERS * COMP BILL INTRODUCED TO LEGISLATURE

Legislation designed to reform Alaska ™ costly and
inefficient workers ” compensation system will be introduced to
the 1988 Legi.""lature this week. After more than a year®"s work,
mthe legislation was finalised by a joint labor-management task
force. The legislation will be introduced in both the House and
Senate by the Labor and Commerce Committees.

WCCA President Steve Haag calls the bill one of the most
important pieces of legislation lawmakers will address this
session. "With our current economy, every legitimate step to
protect businesses and jobs must be taken. Passage of this bill
as it exists, will save hundreds of jobs that will otherwise be

lost due to skyrocketing insurance rates," Haag says.

Workers® compensation insurance rates increased by an
average 25 percent effective January 1 with some industries
seeing rates jump by as much as 68 percent.

The proposed legislation makes substantial changes in
statutes regarding vocational rehabilitation services. It also
places limits on how often doctors may be consulted by a
claimant without an independent medical examination. Limits on

.charges for medical services would also be imposed.

- more -

Worker SCompensation Committee ofAlaska, Inc., 11401 Olive, Anchorage, AK 9G515



The proposed legislation would reduce the maximum weekly
compensation benefits while increasing the minimum weekly
benefits. Under the new law, benefits could be readjusted if a
claimant moved outside the state to an area with a lower cost of
living.

Haag says the bill strikes a delicate balance between the
needs of employers and employees. "1 M hopeful the legislature
will pass this bill with little amendment as it represents a
year 3 worth of negotiation and compromise. Any major change to
the bill will affect one side substantially and that could
jeopardize cooperative support that has been generated from both
sides,” Haag says.

Legislative hearings have been scheduled on the bill for
January 19 and 21 in Juneau and January 29 and February 12 in
Anchorage.

House Labor and Commerce Committee Chairman Dave Donley,
D-Anchorage, says the legislation needs to be viewed as a jobs
bill. "Employers are having to lay off employees, in part,
because of the high compensation rates and claims they have to
pay . This 1is one area where the legislature can make a positive
impact on the job situation in Alaska without spending more

money," Donley notes.

Senate Labor and Commerce Committee Chairman Tim Kelly
says legislative action on the issue could be swift. "There™
enough momentum so | think there will be a bill passed early 1in

the session,” Kelly says. it # it it

Note: A summary of the proposed legislation is attached FYI.



Workers = Comp Reform

Management Perspective by Steve Rhenberg

Workers®™ Comp Reform: An Employer ™ Perspective

For employers 1in Alaska, workers ”compensation reform 1is
not an issue of insurance but an 1issue of survival.
Skyrocketing premiums for workers ” compensation insurance have
forced many Alaskan businesses to close causing a loss of jobs

for Alaskan workers.

Within a two year period, Alaskan employers were
subjected to an increase in workers® compensation premiums 1in
excess of 42 percent and the State Division of Insurance

indicates those increases were substantially inadequate.

For the past fifteen months, 1individuals representing
Alaskan employers and labor unions met as a combined
labor-management task force to study and recommend changes in
the workers * compensation statutes. The goal of the task force
was to reduce the cost of workers ” compensation in Alaska but
not at the expense of the injured worker. The result of the

task force work is the legislation now being debated.

Workers Tompensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



As a management representative to the task force and an
Alaskan employer, 1 believe the proposed legislation will result
in at least a 15 percent cost reduction within a short period of
time. The reduction will come from control of medical costs,
limiting vocational rehabilitation services and reduced
litigation. Additional savings will come from limitations
placed on stress related claims, reduction in the maximum weekly
benefit from 200 percent or the average weekly wage and

scheduling awards for all injuries.

In 1983 medical costs represented 25 percent of a $70
million in claims. In 1986 medical costs represented 38
percent of $150 million in claims. Currently there is no limit
to what medical providers can charge for services. Our proposal
limits medical charges to usual, customary and reasonable fees,

similar to controls used in medical insurance plans.

Medical providers would be required to establish a
written plan for treatments of a multiple or continuing
nature. However, the proposed legislation does not limit

treatment when proven to promote recovery.

To reduce "medical opinion shopping”, employers would
have to agree to a change in medical provider if an injured
worker changes more than once. The bill proposes a
cost-effective, unbiased method to settle medical disputes which

currently result in lengthy and costly litigation.



Both management and labor strongly endorsed a voluntary
vocational rehabilitation program that provides effective and

efficient services to the worker.

The proposed legislation establishes guidelines for
service providers and employer and employee responsibilities.
Rehabilitation specialists would be required to prepare written
plans establishing reasonable occupational goals that meet the
mental and physical capabilities of the injured worker. The

plan would need agreement from both employee and employer.

Rehabilitation plans would be limited to 2 years and a
maximum cost of $10,000. Plan disputes would be settled by the

workers * compensation board.

The bill proposes that compensation benefits be increased
for major disabilities but also places a cap on awards for necks

and backs, awards which now are litigated to extremes.

Temporary total disability payments would be limited to
the sooner of when the injured worker 1is deemed medically stable
or two years. Temporary partial disability benefits would end
at the time of medical stability except as provided for in a
rehabilitation plan. The goal of management and labor in
establishing limits on benefits is to create an incentive for a
worker to return to work or to seek alternative training rather

than lingering in the system.
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An estimated thirty percent of workers®™ comp recipients
reside outside the state but collect benefits based on Alaska“"s
cost of living. The proposed bill would adjust benefits for
those recipients based upon differences in the cost of living

between Alaska and the "lower 48."

Included within the bill are provisions to bar an
employee from collecting benefits under a workers ” compensation
claim if the employee had, knowingly and willfully, falsely
represented his physical condition prior to employment. Other
provisions provide that am employee claiming stress as a work
related injury must be able to prove that such stress was

extraordinary and unusual for the employment situation.

A major consensus of both labor and management is that
the courts should not construe workers Zcomp laws in favor of
either party but should be fair and decide cases on their
individual merits and within the limits of statutes.

The major asset of any Alaskan business 1is its
employees. When an employee becomes injured through a work
related accident, immediate and adequate medical treatment
should be provided as well as adequate compensation for lost
wages while the employee is unable to work. The legislation now
before the State Senate and House will ensure that this
continues while, at the same time, making the system affordable
and thereby helping employers provide the jobs on which labor

depends. # # # # 1



Workers = Comp Reform
Labor Perspective by Robert Anders

Workers = Comp Reform: An Employee ™ Perspective

Workers  compensation should be exactly what those two
words describe. It is not lawyer, doctor, chiropractor or
vocational rehabilitation compensation. The system was designed
to compensate an injured worker for lost time and wages and to
help return an employee back to productive work. In Alaska,
that system is Tfailing.

Realizing that Alaskan employers pay an extremely high
rate for workers Z comp coverage, labor representatives worked
cooperatively with management to search for ways to lower the
cost of insurance for employers while improving the system for
injured workers. The proposed bill before the legislature
accomplishes that goal.

The process followed in preparing the current proposal
was one of give and take. Both sides brought their specific
goals and issues to the table and negotiations over very
sensitive issues became strained at points.

The end result has proven what the real meaning of
labor-management cooperation is all about. Working together to
solve problems and improve the system for both in the process
has truly resulted in a win-win situation for labor and

management.

- more -

Workers Tompensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
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From labor » perspective the bill provides many benefits.
The minimum weekly benefit will be raised from $110 to $154
while the maximum will be dropped from $1100 to $700. Labor
feels this is necessary to better provide for individuals at the
low end of the scale.

Out of 365 permanent partial disability cases in 1985,
only 11 were able to claim over $700 per week. The vast
majority of cases come at the low end. By raising minimums we
will be able to provide assistance for those who most need it.
The bill will also authorize vested pension and profit sharing
benefits to be included when determining an average weekly wage.

The changes proposed in the permanent partial disability
rating structure will significantly increase payments to the
more severly injured workers while putting reasonable time
limits on the length of time some benefits may be paid.

Employer disputes over who 1is responsible to pay claims
can cost an employee their life savings, home and possessions.
The proposed legislation would reduce the effects of those
disputes on the worker by requiring the last employer of a
worker to pay claims until a dispute is resolved. This will
ensure worker % that they are quickly and adequately
compensated.

The bill would prohibit discrimination against workers
who have fTiled workers ™ compensation claims.

Vocational rehabilitation was an area labor and
management both felt was necessary to change. The bill would
make acceptance of rehabilitation services voluntary rather than

mandatory.



First, under the present system it ™ estimated that many
of those who enter a rehabilitation plan return to their prior
occupation or an occupation of their choosing as is evidenced by
the fact that 90 percent of all compromise and release
agreements waive vocational rehabilitation.

Second, when carriers control a mandatory rehabilitation
system that ™ tied to the claims process, as is done now, there
are abuses on both sides and a lack of trust which results in
program failure.

Labor supports a voluntary program which takes service
provider selection away from the carriers and removes it from
the claims process. The end result should be more cooperation
from the injured worker and those providing rehabilitation
services, less litigation and lower costs.

The injured worker will have control over the
rehabilitation plan along with a quick method to resolve
disputes over how the plan is carried out.

Labor agreed with management that language to prevent an
avalanche of stress claims is necessary. This bill would
provide adequate guidelines necessary to make these
determinations. Without this preventative measure, we e going
to see the floodgates to stress claims open causing further rate
hikes and lost jobs.

Labor also supports denial of benefits to an employee who
knowingly misrepresents his physical condition prior to
employment. If an employee withholds information, he could be
endangering himself or others since i1t ™ not known what duties

that employee may be required to perform.



Labor®s belief in supporting these and other changes is
that a greater portion of worker compensation dollars will be
directly allocated to injured workers while providing for a cost
effective, equitable program which provides incentive for
injured workers to return to work.

As expected, some attorneys and members of the medical
profession have criticized our efforts because we focused our
concerns on the litigation and disputes that are presently built
into the systen. I would hope that reasonable minds would put
concerns for injured workers ahead of vested financial interests
such as those which are held by the critics of our efforts.

In proposing the changes now before legislators, both
labor and management realized some major issues are yet to be
addressed. Both parties agree the process to reform the current
system must continue. The complexity of the issue will require
our cooperative, ongoing effort in the years ahead but we are
off to a positive beginning.

H# ##



For Immediate Release Contact: Steve Haag
March 2, 1988 344-1577

1989 WORKERS * COMP RATE INCREASES PREDICTED

The Alaska Division of Insurance and independent actuaries
expect insurance companies to request substantial workers ™
compensation insurance premium increases again in 1989 unless
legislation now before the Alaska House and Senate 1is passed
this session.

Workers ” comp rates increased an average 25 percent 1in
1988 with some industries being hit with increases as high as 68
percent. The 1988 rates followed a 1987 rate hike which
averaged over 14 percent.

Division of Insurance Special Deputy Don Koch says the
1988 rate increase, as large as it was, was about 8 percent
deficient. Koch says passage of the bill could eliminate the
need for a rate increase in 1989.

"1f the language in the bill 1is correct and the intent is
followed, the bill could have a substantial effect on rates in
the long run and an immediate effect on stabilizing rates,”
according to Koch.

Without passage of the bill, rates can be expected to rise
significantly according to the independent actuarial firm
Milliman and Roberston.

- more -

Workers Tompensation Committee of Alaska, Inc., 22Q4LCleveland, Anchorage, AX 99517
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M and R was retained by the State Division of Insurance to
assess premium cost impacts of proposed legislation and to
recommend changes which would result in additional co.st savings
for employers.

M & R spokesman Mike McMurray says 1989 rates can be
expected to increase unless the current legislation is passed.
"An increase of 10 percent or more would not be unexpected,™
McMurray says.

M & R ™ recent report on the proposed bill stated, "In
general, we believe the proposed revisions to the Alaska
workers * compensation law will improve the benefit delivery
system. Changes such as the proposed reduction in the average
weekly benefit maximum, reduction of benefits for out of state
claimants and limits on duration of temporary benefits will
almost certainly reduce costs."

Workers ” compensation, losses have more than doubled :n the
past four years, from $71 million in 1983 to over $150 million
in 1986 despite a drop in overall state payroll to pre-1982
levels. The 1988 rate hike is expected to result in Alaskan
businesses paying about $38 million more than paid in 1987 for
workers  compensation insurance.

Proposals now being considered by the legislature were
drafted by a statewide labor-management task force which
conducted 15 months of research into Alaska ™ workers ~
compensation system. The legislation, which has garnered broad
support from organized labor and employers statewide, has passed
the Senate and awaits action in the House.
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For Immediate Release Contact: John Lewis
March 8, 1988 (305) 443-8111

NATIONAL WORKERS * COMPENSATION EXPERT PROMOTES
CHANGES IN ALASKA S SYSTEM

Solutions which have worked in other states to leduce the
cost of workers ”compensation insurance will also work in
Alaska. That s the opinion of John Lewis, a nationally
recognized expert in the field of workers 7 compensation.

Lewis has practiced as a trial lawyer for 15 years. He
has devoted the last 8 years exclusively as a workers”
compensation law consultant representing both management and
labor clients. Lewis assisted a statewide management-labor task
force 1in preparing reform proposals now before the Alaska
legislature. He has been involved with Alaska % workers ™
compensation system for 6 years.

In the past two years Alaskan employers have been
burdened by a 42 percent increase in the cost of workers”
compensation insurance. An additional major 1increase is
expected in 1989 unless the legislature passes reform measures
this session.

Lewis says problems with the system being identified in

Alaska are similar to problems experienced in other states.

- more -

Workers Tompensation Committee of Alaska, Inc., 2204 Cleveland, Anchorage, AK 99517
(907) 248-7630



"Twenty years ago it was not a terribly important cost
item in any state. It also meant that many injured workers were
not getting what they needed in terms of benefit support. Now
it"s expensive in many cases. You couple that cost with what X
gone on in the economy and suddenly people are paying
attention,”™ Lewis says.

Labor and management working together to solve workers ™

comp problems 1in not unique to Alaska. "It a joint issue in
many jurisdictions. Employers obviously perceive workers ” comp
as a cost but so do employees and labor representatives,”™ Lewis

says.

"As an employer, when your paying 20 dollars per hundred
in workers ”comp costs, that affects wages so that employees pay
those costs just as much as employers do. All of a sudden we
have labor concerned about wages and jobs and all the things
affected by workers *comp premiums."

Lewis 1is highly critical of Alaska Supreme Court
decisions which he says have increased the cost, of the system by
misinterpreting what the system was designed to provide.

"They have come down with more earth shattering decisions
than any other court that I M aware of. They tear the fabric of
the system apart more often than most Supreme Courts,"” Lewis
says.

"The frustrating part is that they are using a statute
that > 80 years old and which has been used across the country
and they come to totally contrary decisions as compared to

states with history."

more
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In contrast, Lewis says efforts of a statewide ad hoc
labor-management task force to reform Alaska ™ system have been
productive and have targeted the same issues addressed in other
states.

Among those 1issues are medical costs. Lewis says placing
reasonable limits on medical costs is one action many people
believe offers a tremendous opportunity for cost savings without
negatively impacting on injured workers 1in terms of benefit
duration or the quality of medical care received.

Medical costs represent 30-50 percent of all workers ™
comp costs according to Lewis.

"In every other area there are lots of medical cost
containment activities going on. Workers = comp is viewed as one
of the last bastions of fee for service medicine."

"The doctor says how much you *e going to pay and how
long you ¥e going to pay it. There™ very little out there that
permits anyone to control what goes on in the delivery of

medical benefits,” Lewis says.

Proposals before the Alaska legislature would impose a
li..it of "usual, customary and reasonable™ limits on what
doctors could charge workers = comp recipients similar to what is
allowed under medical 1insurance plans.

Another major area where Lewis feels Alaska can improve
benefit delivery to injured workers while cutting employer costs

is in the delivery of vocational rehabilitation services.

- more -



Lewis says vocational rehabilitation services are
relatively new to the workers ” comp systems nationwide. "Until
ten years ago there was virtually no significant vocational
rehabilitation activity in any jurisdiction."”

"When it was put into place in Alaska in 1982, it was not
met with open arms. Now you hear people say it is the heart and

sole of the system,”™ according to Lewis.

While he says there are less than a dozen states that
provide substantial amounts of vocational rehabilitation in
their systems, he adds that the states with the most experience
are abandoning it or changing it significantly.

“They are finding it"s extremely difficult to make
rehabilitation work within the context of a workers = comp
system, particularly one where things are resolved on the basis

of litigation,” Lewis says.

Lewis notes there is a great deal of cynicism about
vocational iBhabilitation in the states that have had major
programs. "Many of the parties are willing to simply walk away
from it. In most workers ” comp systems there is simply no
incentive to make vocational rehabilitation work."

Lewis claims there are states that have no rehabilitation
programs that appear to have just as good return to work results
as states that have very active rehabilitation systems.

As an example Lewis points to California, the first state
that made a major attempt to put in a significant vocational

rehabilitation system. Initial estimates stated it would cost

3-5 percent of total system cost.

- Mmore -



It now consumes 15% of total system cost. Lewis says
there 1is virtually no evidence proving more people are returning
to work as a result of that program compared to no program at
all.

"What we are seeing in other jurisdictions 1is that we
have to get back to basics and provide a small amount of rehab—
ilitation in serious cases first and then provide it in other
cases as we make the small system work first. That is the

approach 1 T seeing iIn other states,”™ Lewis says.

The bill before the Alaska legislature significantly
changes the philosophy of rehabilitation services making the
system voluntary for an injured worker rather than mandatory.

The bill places limits on how long and at what cost services may
be provided.

"I think under the Alaska proposals there will be major
inroads into vocational rehabilitation in terms of getting it to
the people who need it and eliminating from the system the
people who are just using it as a way to stay out of work
longer,”™ Lewis says.

One of the latest developments in workers ™ comp are
stress claims. Legislation being considered in Alaska would
place limits on when stress related claims could be filed.

Lewis says such limits are being imposed in other states and are

necessary to prevent the workers Zcomp system from

self-destructing.

- more -



"Stress cases are probably the subject of more horror
sxories in states than anything else you see in workers®™ comp.
In strc "s cases you can always buy the appropriate testimony.
It is very difficult to defend,”™ Lewis says.

"Labor in many states has indicated that stress is not
something that they want to permit to tear apart a workers ” corap
system. Once it gets out of control it causes difficulties for
the entire system and it ™ not something they want to see
happen.“©

"In states in which the horror stories have come, labor
and management have gone to the legislature usually hand in hand
and said we can @ deal with this. It detracts from the oth”r

things that the workers®™ comp system can handle,”™ Lewis says.

Lewis has high praise for the direction taken by the ad
hoc labor management task force in Alaska. "There ™ no doubt in
my mind that, if the Alaskan task force proposals go as a
package and if they Te permitted to operate the way they are
intended, they will have a substantial impact on the system both
in terras of cost savings and the efficiency with which the
system delivers benefits to injured workers."

"Your problems here are the same and your solutions can
be found in the same areas 1in which other jurisdictions are
finding solutions,” Lewis adds. "What works in other states may

very well work here. What has already failed in other

jurisdictions will almost certainly not work in Alaska."



R. CLARK DAVIS, D.C.
CHIROPRACTOR

320 9AWDEN, SUITE 306 KETCHIKAN. ALASKA 99901+190.""225-68 "5

February 19, 1988

Representative John Sund
Ca(flt()l Root. 122

P.0.Box V

Juneau, Alaska 99811

RE: H3 352/ SB 322

Dear Representative Jonn Suna:

| am writing in regard to the Workman's Compensation bill. In previous correspondence
| nale pointed out than an arbitrary limit on treatment under proposed Workman's
Compensation regulation changes (e.g. 20 visits for the first sixty days and
subsequent limits) is not practical for realistic patient care. Admittedly MCST
patient treatment schedules fall within the above proposed limits but the most
severely injured patients will have their essential treatment being interfered with
by setting limits effectively in stone. This will result in patients that are
making progress under the chiropractic treatment but faced with an arbitrary cut off
of treatment benefits, by third party payors, to be steered toward LESS CONSERVATIVE
treatments such as SURGERY and CHEMONUCLEOLYSIS, at times unnecessarily. To
prematurely force an injured worker into the above alternatives with their record of
HIGH FAILURE RATES an UNACCEPTABLE costs is unreasonable at best, and unpardonable
in my estimation.

Recent government inquiries in Australia (1986)land Sweden (1987)2have found
chiropractic treatment effective and cost-effective, and recommended increased
government funding for chiropractic services. This report looks at the evidence of
cost-effectiveness, emphasizing acute and chronic back pain including workers’
Compensation figures, neck pain/migraine/headachemand prevention,

Compelling evidence of effectiveness and cost-effectiveness comes from Kirklady-
Willis, an orthopaedic surgeon, and Cassidy, a doctor of chiropractic, who have been
researching chiropractic treatment of chronic low-back oain for the past 10 years.
Their striking results have been published in a number of prominent texts 3 4and
journals-S'BThis included a population of 171 patients examined by consulting
chiropractors in a hospital setting and found to have posterior joint syndrome



RE: KB 352/ 23 322

and/or sacroiliac joint syndrome0, totally disabled by low back pain, averaging 7.6 year

In a trial stud”Silverman, a Florida chiropractor, was sent a consecutive series of
100 patients with persistent low-bacK or neck pain by AV-MED, a large South Florida
health maintenace organization (HMD). Faced witn fixed funding per patient, and
prohibitive rates and costs of surgery, Dr. Herbert Davis, AV-MED's medical director,
agreed to a study wherein the next 100 patients requiring hospital evaluation with a
view to surgery would first be sent for chiropractic evaluation and, if appropriate,
care.
a) The p>.\ents had already been seen by 1.6 MD's on average.
b) 2% had already been hospitalized.
c) 12% had been confirmed medically as requiring surgery.

d) Chiropractic care consisted of spinal adjustment supplemented with physical
therapy modalities, remedial exercise programs and advice.

e) Chiropractic treatment was shown to be very cost-effective.

f) There were no referred costs for outside diagnostic investigations, other
health care practitioners, or hospitilization.

g) No patient, including the 12 medically diagnosed as needing surgery,

required surgery.

In conclusion, chiropractic treatment, unlike medical practice, does NOT increase
costs through the medical system through adjunctive and specialist services,
hospitalization, and pharmaceutical supplies. "Usually a dollar spent on chiropractor
sendees causes no further costs"S. This cost-effectiveness is both in terms of
direct costs (treatment) and inlirect costs (compensation, lost production, lost
opportunity). An injured workers access to chiropractic treatment should not be
restricted by an arbitrary treatment limit that does not take into account the most
severly injured patients. These most seriously injured patients still often success-
fully avoid sp nal surgery and other similarly invasive and very costly procedures.
| recommend airmending HB 352/ SB 322 accordingly. If it is not amrnended so, |
strongly recommend a negative vote.

If you have any question feel free to call.

Sincerely,

/

R. Clark Davis, D.C.
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Professional notes:
Medicine Deserts Bedrest

The times they are a'changin. It was always going
to happen, but medicine is now moving sharply
towards the chiropracuc model of management of
back pain. There are two important recent reviews
of which you should be aware.

The Biopsychosocial Model n

'A Mew Clinical Model for the Treatment of Low
Lack Pain' Waddell C. Spine (1987) 12(7):632-
644, PN1

This article will be highly influential within
medicine. It is by Gordon Waddell, awell- n
published British orthopaedic surgeon from the
Western Infirmary, Glasgow. Itwon the prestigious
1987 Volvo Award in Clinical Sciences, and is thus
accepted in medicine as a foremost international
spinal research contribution for 1987.

On consiuerable clinical and research evidence
Waddell says:

a) ""The main theme of management must change
from rest to rehabilitation and reMorationof
~nction™.

b) There is “a fundamental antithesis between the
passive and active approaches” to treatment of
back pain.

¢) “There is no evidence that rest has any

beneficial effect on the natural history of low back
pain. On the contrary, there iastrongly njjcsGYe
evidence that rest, particularly prolonged bad-iwt,

continued on insertpage I

THE CHIROPRACTIC RE

An international review of Drotessional and research issues, published bimonthb

Editor: David Chapman-Smith, Toronto

January 1988 Vol. 2 No 2

Cost Effectiveness of Chiropractic - the evidence

A. Introduction

/*1 Ina paperentitled‘Health Economics

and Chiropracuc'lProfessor John Diiion, a

prominent Australian economist, studies

modem health care economics and
~concludes:

e "Undoubtedly, in terms of economic
appraisal of the current health scene ...
chiropractic is in a very strong position.
Compered to medical tw ice*, it is an
extremely cheap avenue ofhealth car for
those who seek it. Unlike primary medical
practice, it doe* notspirt! n u iota the
system through ancillary tad specialist
servicea, hnapitilirarion and pharmaceutics.
On average, adollar spenton achiropractor's
services causes no further costs".

“ ... until very recently and unlike medical
services... chiropractic has stood the market
lest of exhibiting a growing demand for
services without the inducement of price
subsidies, health insurance coverage and tax
deducibility.... Far more, therefore, than
the demand for medical services, the demand
for chiropractic services reflects an
expressed need in the community".

e« ... intermsof meeting the not
insignificant need felt by many members of
the community to have an occasional
friendly chat with a professional practitioner
about their health, chiropracuc beats
medicine hands down™.

In tc.i isof cost-effectiveness a
chiropractor can best be compared with a
dentist. Both see the patient directly, and
generally provide all necessary diagnosis
and treatment themselves.

The essentials of chiropractic practice are
the same worldwide.Treatmcnc is
conservative without the costof drugs or
surgery. Principal treatment approach is
jointadjustment, comprising awide range of
specific manipulative techniques, with
adjunctive use of remedial exercises,
nutritional therapy and advice, soft tissue
and pressure techniques, traction and
electrotherapy. These are self-contained
inexpensive approaches to care.

*3. BaawtjpwnaawEigM iM i ia Australis
(19t6r «d Swtdsa (M T fM * found
chiropractk M U dhctfru sod cost-
effective, and recommended increased
government funding for chiropractic

, services.

This report looks at the evidence of cost-
cffectiveness, emphasizing acute and

chronic bad' pain including workers'
compensation figures, neck pain/migraine.’
headache, and prevention.

Most talk of cost-effecuveness is at the
community level - costs to insurance
companies. WCBs. government and society
A final secuon looks at chiropractic cost-
effecuveness from the patient's point of VIEW

B. Back Pain

4. surveys of chiropractic practice in a
number of countries confirm that
approximately 90% of chiropractic patients
have headache, neck and back pain as chief
presenting complaints - 50-60% have acute
or chronic back pain.4 3

5. In the western world 80% of the
population will experience disabling low-
back pain dunng their lives. At any given
time 6.8% of the adult U.S. popular an is
experiencing a bout of back pain that has
been continuing for more than two weeks.4

30% o f WCB claims by injured workers are
for back ptin (more than twice the
percentage of any other complaint) and.
because of the acknowledged poor medical
management ot this complaint and the huge
cost of chronic cases, these 30% ofclaims
geoersu 60% of total WCB compensation
costs.7

6. In 1985 US. workers compensation
boards disbursed S6 billion for low-back
pain.1The estimated total annual costof
back pain in the U.K. in 1982 was £1,000
million.9

7. No one knows the true cos <nd, as the
manager of a large U S. insura .ice
association has confessed, “the insurance
industry should be and is being criticized for
an obvious lack of statistical data on the
costs of back related injuries. What we have,
however, is scary™.10

8. The high cost of medic.il management of j

low-back pain is a major subject in the
scienufic literature in recent years, whrh
reveals:

a) Surgery and chemonucleolysis have
been subject to high failure rates and
unacceptable costs, and are now used rarely,
with under 1% of patients.11

b) Bedrest, which promotes‘illness
behaviour’ and huge compensation costs has
now been proven ineffective. It has been a
general medical first response to back pain.
It is being outspokenly rejected by leaders in
medicine - most notably in recent months by



CorlJiin VVauJcll. in who. *hn.u wmi ilie
14h7 Volvu Prize Inr -.pm.il clinical

research.” iSee pruicsMunul nutcv)

vi The basic approach 10 treatment now
recommended is on a chiroprecriclnode! -
early active treatment to restore spinal
function and prevent onset of illness
bohjviuur.

C. Acute Back Pain

4 Research from chiropractic1213 and
medicinel413 reports a greater than a 90%
success rate with skilled specific spinal
manipulation for treatment of acute back
pain. There is such broad acceptance of
effectiveness with acute pain that the major
research effort has been directed at chronic
back pain.

11 A prominent finding of great
importance with respect to cost is the speed
of relief. This has been confirmed by recent
research in both Englandlland the United
States17. In the U.S.study, from the
University of North Carolina

ai There were 54 patients with acute low-
back pain, one group with duration of pain
under two weeks, the other with pain from
2-4 weeks.

b) The purpose of the study was to compare
two active forms of manual therapy -
mobilization fuse of insufficient force to
move the facet joints™ - i.e. moving the
vertebra more slowly through a lesser range
of movement as commonly practised by
physiotherapists) with spinal manipulation
(by a medical physician, but using the
controlled low-amplitude high-velocity
thrust basic to chiropractic practice - the
physician claimed his technique was lhe
"one used by chiropractors™)

vi Outcome was monitored by questionnaire
immediately after treatment and every three
days for two weeks.

J) "The vast majority” of patients in both
treatment groups "improved dramatically™
over the two weeks follow-up period.

However, the group that had suffered acute
back pain for slightly longer - the patients
with pain for 2-4 weeks - did much better
with manipulation ihan mobilization. Speed
of response was commented on particularly.
The advantage of manipulation "was most
striking midway through the first week"™ and
was statistically significant.

11. Accordingly chiropractic spinal
adjustive techniques, arc effective and. since
ihcy produce a generally quick response, arc
also cost-effective. This is both in terms of
both direct costs (treatment) and indirect
costs (compensation, lust production, lost
opportunity).
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12 While there is no real debate emiccrNiug
eost-el'feeuvcness with acute pain, there has
been concerning chiropract.e treatment of
chronic low-back pain. That is rapnf. being
laid to rest by recent research arising from
ihe new era of cooperation between
chiropractic and medicine.

13 Compelling evidence of effectiveness
and cost-effectiveness comes from Kirkaldy-
Wi illis. an orthopaedic surgeon, and Cassidy,
a doctor oi chiropractic, who have been
researching chiropracuc treatment of chronic
low-back and leg pain for the past 10 years.
Their sinking results have been published in
a number of prominent texts"*19and
journals30:i. Consider the population of 171
patients examined by consulting
chiropractors in a hospital setting and found
to have posteriorjoint syndrome and/or
sjcroiliac joint syndrome:2"

ai These were patients who had been totally
disabled by chronic low'hack pern (“constant
seven: pain")farantnrmge of7.6 years.

b) Over that period they had proved
unresponsive to a wide variety of medical
treatments. No details of cost arc given -
obviously direct and indirect costs will have
been substantial.Patients were now being
referred, or re-referred, to the hospital back
pain clinic for further investigation with a
view to initial or further surgery.

¢) Following a“2-3 week regime ofdaily
chiropractic mmipuraior”, 87% returned
“lafullfunctionwith no restrictionsfar work
or otheractivities".

d) Importantly, thit success rate was
maintained at 12 months follow-up.
Additionally, no patient wai made worse.

Quite simply workers compensation and
insurance fund managers should be swept
off their feet by tnosc figures from
internationally respected researchers. They
should be establishing studies in their own
jurisdictions to see if they can repeat such
startling success with such an intractable
problem.

14 Interesting evidence is now emerging
from the United Slates, as the health care
system reacts to years of unacceptable cost
increases and is producing new health c. re
partnerships and delivery systems.

15. Inatrial study22Silverman, a Florida
chiropractor, was sent aconsecutive scries of
100 patients with persistent low-back or neck
pain by AV-MED, a large South Florida
health maintenance organization (HMO).
Faced with fixed funding per patient, and
prohibitive rates and costs of surgery. Dr.
Herbert Davis. AV-MED's medical director.
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Las Vegas Nevada
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The American Chiropractor
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agreed to astudy wherein the next 100
patients requiring hospital evaluation with a
view to surgery would first he sent for
chiropracuc evaluation and, if appropriate,
care. Comments ate:

i) The patients had already been seen by 16
M Dsoi average.

b) 2% had already been hospitalized.

¢) 12% had been confirmed medically as
requiring surgery.

d> Chiropractic care consisted of spinal
adjustment supplemented with physical
therapy modalities, remedial exercise

p .igrams and advice.

e) Average number of visjts per patient was
12.1, average costper patient S326.76.

Il This was total cost - there were no
referred costs for outside diagnostic
investigations, other health care
practitioners, or hospitalization,

g| No patient, incluJing ihe 12 medically
diagnosed as needing surgery, required
surgery.

. Tel. 4 484—%)1 Y% gre welcome lo usE extracts
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11 AV-MED advised jn average cosi ol neck, back surgery ai the
time as 520,000 Accordingly AV-MED considers n sased
approximately SP.25.0001 medical ami surgical costs, less cost
ofchiropractic care) on the 12 confirmed surgical cases alone.

Follquing the tnaJ AV-MED establlished acorporate policy
requiring all paneras to rtcrrve chiropractic assessment before
referral to hospitalfor bade amd neck pain.

16 Impartial clinical evidence ofcost-effecnveness isemerging
from L.S hospitals now that many hospitals have chiropractors
on staff.

In the recently decided Willv Case Dr. Per Frcitag, a Chicago
orthopaedic surgeon, gave testimony comparing the progress of
hospitalized back pain patients in the two hospitals at which he
is a consultant, the John F. Kennedy Hospital in Chicago where
patients receive combined chiropractic and medical
management, and the Lutheran General Hospital in Park Ridge,
which has no chiropractors on staff.

He reported that with chiropracuc care at JFK the term of
hospitalization of his orthopaedic pauet.'s was cut by half. “An
average of ... six or seven days in hospital (at JFK). At Lutheran
General Hospital the same type of orthopedic patients spend an
average of 14 days".23

17 There are two points to be made here:
a) Hospital bed costs are reduced by 50%

b) Overall costs are reduced by far more because of the
consevative low cost nature of chiropractic care. A number of
costly examinations and surgeries will have been avoided by
sending these patients first to conservative chiropractic care.
(See Silverman (para 15 above), and Kirkaldy-Willis and
Cassidy (para 13)).

»18. In the United Kingdom Breen reported a survey of British
chiropractic practice in 1977.4 Data was obtained over aone
year period. Specific information on cost was reported.

a) 1595 patients (53.4% ) presented with low -back pain. One in
two had chronic back pain (complaint for over | year), one in
three had experienced back pain forover5 years, and only one in
four was seen within 3 months of onset of pain.

b) The 'average patient' from this group made a preliminary
visit for examination and assessment including x-rays, and (hen
6 treatment visits - 7 visits total.

c) Costed on chiropractic fees at May 1976 (when survey results
were analyzed) the total cost for chiropractic care per patient in
this largely chronic sample was approximately £35.

On fees as at January 1988 the average cost is approximately

£120.

d) These results are consistent with those reporvtb in Canada by
Kirkaldy-Willis and Cassidy (para 13 above).

Comparison figures from medicine are not available. However,
this isevidently cost-cffcetivc management of acute and chronic
low-back pain.

Workers Compensation Costs

19. WCB studies relate to both acute and chronic low-tack
pain.There is an injury, but this is often a rc-injury or aggravation
of an advancing degenerative problem. United States WCB
studies have been performed in Florida (19flt) lowa (1969),
Oregon (1971), California (1972) and Wucomm<OTI). All
favour chiropractic, and tuggeict a43-50* lariag ia hoiMi care
coau for low-back pain when the trear veer iadraeprscoc rather
than medical.

20. Methodology used in the studies has varied. The most
thorough study is that in Wisconsin in 197824 concerning which:

. . ny, 1 )
Lemersit;. t rin ,re X.J-e. j* mc*,"
unJ JecmonsiraPi;. tnorouen

hi The study deals with all injuries Jurnosed as bacx strain or
sprain under the Wisconsin WCB during 1977, and compares
those treated by achiropractor and those by a medical doctor
Thus fractures and other more serious cases treated by medicine
which would have biased the study are excluded.

Ci The average compensation periods for time off work were
13 2 days lor chi.ropl'ractic eases versus 21.8 days lur medical
cases - 40% Saving in compensatlon costs.

d) The average health care costs were 5145.64 per chiropractic
case. S267 68 per medical case - U 46% SavIng.

ei These results are consistent with the outcomes of the other
studies mentioned, including the large Cal'fomia study done by
Richard Wolf. MD. aspecialist in occupational medicine.25

2i Given the staggering cost of low-back pain to W'CBs - and
thus employers, and thu. all of us who buy their services and
products - and this evidence. W'CBs should be making far
greater use of the chiropractic profession.

Failure to do so represents gross inefficiency. Sadly it also
represents, as those who deal with W'CBs know, the victory of
medical politics over patient and employer interests.

PaintMigraine/Headache

22. The following case, an appeal to a Canadian WCB,’6
illustrates well the cost-effecuveness of chiropractic treatment
for chronic neck pain:

a) Mr. C. suffered severe strain and sprain type neck injuries in
a motor vehicle accident. He received medical care for seven
months without improvement. Thi' included consultations with
a general practitioner, a specialist in physical medicine and two
neurosurgeons, extensive use of medication, four months of
intensive physiotherapy treatment, and use of a surgical collar

His condition worsened throughout. Both neurosurgeons
recommended neck surgery.

b) Mr. C. considered chiropractic treatment, but by letter
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Employers, insurers
kick off campaign for

workers’comp reform

SACRAMENTO -The (‘alifornians
for Compensation Relorni has kicked
off a campaign designed to get action
from the ttovernor and state legisla
Itire on nroblems in the workers'
compensation sy-teni.

At a press conference in Sacramen-
to, the employer insurance coalition
said it will press for legislative action
with help Iront Governor George
Deukntejian and if nothing is done by
the lawmakers this year the tikfht will
be taken to the voters statewide in
ipyo.

"We are here today to focus atten-
tion on a muiti billion dollar crisis that
is bleeding California government and

MARCH 25. 1988
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California The WEEK in A MINUTE MaJOI'SUIt announced

Eight states accuse
industry of creating
the liability crisis

SAN FRANCISCO - California
and six other non western slates have
sued some 31 insurance companies
and the Insurance Services Office for
ronsipiring to create the liability
insurance crisj<, eliminate the occur-
rence policy in favor of the ciaints-
made form and eliminate pollution
coverage.

The suit was announced March 22
at a press conference held by Califor
nia Attorney General John Can de
Kamp, who said the company'-actions
were "a major contributor to the
insurance crisis that forced -o many
cities and business up against the
wall. It was the puhlic and the con-

private industry: the runaway cost PROMPT SUIT 9 sumer who paid the price for this col-
and rampant abuse ol the stale’s lusive exercise in corporate freed."

workers' compensation system.” said REPORT BLASTS It was well known that a number of
Ed Mangiafico. president of CCR. in BANKS 10 state attorneys general had been in-

opening the campaign.

“"Workers' compensation has
become an insatiable beast whose
scariy appetite has grown by S700
million each year during the last three
years, costing employers an additional

iContinueil nn page HI
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vestigating the industry during the
past two years. The focus of that in
vestigation was unclear, however.
"The allegation against 1SO is un-
founded and without merit." said
David Ostwald. an ISO vice president
/Continued on page hi
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WE DRIVE A

HARD BARGAIN.

Your i lients drive vehicles for a
living. We drive sound insur-
ance bargains. We're MeRill
General Agency, and we insure
all kinds of commercial auto-
motive Heels: automobiles,
buses, trucks, ambulances,
taxis, tow trucks, vans, rental
cars... you name it. Through a
worldwide network of insurance
companies and brokers,
we can arrange coverage for
evervthing from logging trucks
to limousines. And cover vehi-
cle physical damage, motor
truck cargo and/or liability. All
it lakes is a single phone call.
We'll do the rest. Quickly.
Accurately.

So don’tdrive all over town
looking for the best insurance
deal. Just call McFall.

1-800-452.9412
iToll-lree for Uregon agents |
503-297-8185
IFor residents outside Oregon)
503-297-3742
(FAX)

McFall General Agency
3319 S. W. Wesigate Drive
Rutland. OR 97221
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California

Employers, insurers kick off

campaign for workers’compensation reform

[Conlinued from page Il
S4 billion since 1985.

"Yet benefit payments to workers
have not increased by a penny during
this same period. The workers' comp
system consumed $7 billion a year in
1987. threatening the very foundation
of the state and private economy in
California. Obviously something is
dreadfully wrong,” he said.

Mangiafico, who is chairman of May
Co. California, told reporters the
problem is "very simple, there are too
many problems."”

"Neglect has fostered abuse.”" he
said. “Nowhere is that better illustra-
ted than within the agency that
administers the workers' comp
system itself, the division of industrial
accidents in the department of indus-
trial relr'ions. Research conducted by
Californians for Compensation
Reform has disclosed some creative
‘uses' of the system by the employees
who know it be3t.”

Judges on the dole

He cited as an example two work-
ers' comp judges who filed permanent
disability claims, received substrntial
awards and are collecting monthly
pension payments for life.

"Yet,” Mangiafico added, "they are
still on the job, collecting their full
salaries. Another workers' comp
judge with a poor performance record
took a stress-related leave of absence.
He came back to work with a letter
from a doctor saying that he could on-
ly return to the job if he was assured
he would not face disciplinary action
of any kind.”

Mangiafico said stress claims have
become the disability of choice for
thousands of workers and cited it as
the "number one occupational disease
in California today."

The system allows doctors and
lawyers as middlemen to 'siphon
millions of dollars from the system,”
he said. "Between 1977 and 1985,

ionp EicyM Oungv#
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“IFITSBROKE... FIXIT”

CCR Is sponsoring sdvarllssmsnts \i
support ol workers' comp reform.

attorney-driven litigation costs climb-
ed 104%. Forensic medical costs —
those paying for t "ors' reports of ill-
ness - jumped fe over the same
period.”

Kirk West, president ol the Califor-
nia Chamber 0| Commerce, charged
that millions of dollars are "leaking
through the sieve™ created by loop-
holes in the current system.

"California employers are willing to
pay the price for labor, services and
goods - as long as they are receiving
their money's worth,” West stated.

"Unfortunately, this is not the case
with workers' comp. It is not just em-
ployers who are the losers. Employ-
ees who abuse the system are ripping
off their fellow workers as well by tak-
ing money f'.om a system that is need-
ed by those who are truly injured.”

Thomas Ellick, president of the
Sacramento-based California Manu-
facturers Association, which also is an

mAll Lines Service In Oregon From Eight Offices

Wm.C.Pmtchett

Company

Aynsuranct GAdjurters

PORTLAND PENDLETON
(503) 285-5030  (503) 276-7092
COQCS BAY ROSEBURG

(503) 267-4195  (503)672-4866

EUQENE SALEM
(503) 886-8383  (503) 378-0501

GRANTS PASS KLAMATH FALLS
(503) 476-7480  (503) 883-3747
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IS aggressively encouraging me
governor and ihe leadership of both
houses of the legislature to make
workers' comp reform a lop legisla-
tive priority. Working together with
employers, labor, insurance groups
and lawyers, a compromise can and
must be reached.

"Without an agreement between
labor and management that enjoys
the support of the governor and legis-
lature, it is doubtful a comprehensive
reform proposal can be enacted into
law. As long as that is the case. CCR
will push for legislation this session
that addresses well-documented abus-
es associated with stress claims and
medical-legal evaluations.”

According to Ellick. the "initiative
process™ may be the "only alternative
if lawmakers are unwilling or unable
to find an acceptable solution to this
crisis.”

t.arry E. Naake. executive director
of the County Supervisors Associa-
tion of California, who also took part
in the CCR briefing, said stress-
related claims are now costing tax-
payers in California‘s 50 counties up
to S70 million in benefits each year.

Job atresi grows fast

"Job stress is the fastest growing
area for workers' compensation
claims,” Naake reported. "These
types of claims have proven to be big
business propositions for some public
and private sector employees who are
cashing in on a decaying system.

"The claims are filed by all types of
workers and by both sexes. How-
ever, the major growth is in the white
collar and safety jobs such as police

and fire."
Heals -oted that when the system
was dew jped more than 70 years ago

it was to protect workers from physical
injuries on the job and never designed
for stress-related injuries.

PROPOSALS INVITED. _ _
Portlzi\rdf(iommggi_t egoll o Is wlrtlrg
roposals from quali icants Inter—
gsted In serving as the m?ﬁ)ege's Agent of
Record for casualty and property Insur—
ance. The Agent must meet minimum quali—
ficatios as determined Dy lIhe college in
the areas of experience, staff, and services
provided. Applications must be received Dy
2:00 p-m. Pecific Standard Time, April 1,

198.

For more comoiote Information and
applications materials, contact H.E. Lite,
Director of business Services. Portland
Community College floss Islad Center,
Fortland, Oregon, (S08) 2446111, Bxt. 2808.

Applicants t_te Interviened will be
seiectod from written gpplications

ilit: wagon again

By Bob Kopta

“After reading all those pledges by insurance company exec-
utives in the past couple of years, | can hardly believe it. The soft
market is bacx." _

These are the words of a long-timer broker, a CPCU, who knows
well the cyclical history of the property/casualty insurance
business. Most surprising to her is now rapidly the market has
shifted from hard_to soft. _ _

The insurance industry follows the pattern of a binge drinker.
Periods of clear-headed sobriety are followed by a fall from the
wagon which is followed by another solemn promise never to drink

K jii

again.

gFor the alcoholic there is hope for recovery by abstaining. The
property/casualty insurance industry, however, has shown no in-
clination to abstain from its cyclical behavior, and competition is
unlikely to eliminate this new soft-market binge.

Sincé current interest rates are low, it is unlikely that the soft
market will be extreme. There is little margin for profit in cash-
flow underwriting, which was blamed for the depth of the last soft
market cycle when record high interest rates prevailed.

If interest rates have as great an impact as was indicated by the
last protracted soft market, the current cycle should be much
shorter in duration.

risk retention group policies to meet

1B tiatet

Risk retention group
to write truck cover

GARY, IN — The American Inter
Fidelity Exchange, headquartered
near Gary. In., a risk retention group,
has resolved differences with the in-
surance transportation departments
in Kentucky and Wisconsin and will
commence writing liability coverage
for truckers operating in the 48 con-
tiguous states.

Kentucky and Wisconsin were the
last two states to agree to accept the
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RON GILLMEISTER, Executive Editor
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1001 Fourth Ave. Plaz, Suite 3029
Seattle. WA 98154
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insurance filing requirements. The
group agreed to maintain a $2 million
net surplus to achieve approval of
both states and to participate in the
Kentucky assigned risk program. It
also will furnish quarterly financial
reports in both states.

The Interstate Commerce Commis-
sion announced a year ago that it
would accept insurance from risk
retention groups. The ICC requires
interstate truckers to provide liability
coverage of $750,000 for ordinary,
non-dangerous cargo; 51 million for
hazardous cargo; and 55 million for
ultra-dangerous cargo.
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Comp bill flawed, Croft

Yereth H
rl?r);NHur

The workers' compensation leg-
islation that sailed through the Alaska
Senate by a vote of 150 and, in re-
vised form, appears to have enough
support to pass the House is loaded
with too many problems to save em-
ployers money In their workers' com-
pensation insurance premiums, an at-
torney specializing in workers' com-
pensation claims said Wednesday.

Chancy Croft, a claimants’ attc-7-
ney and former state legislator, pre-
sented his argument against the le-
gislation that's scheduled to be heard
by the House Judiciary Committee.
Croft spoke at a luncheon sponsored
by the Anchorage Job Service Em-
ployer Committee.

The legislation is aimed at simpli-
fying and controlling a compensation
system that has escalated in cost to
employers and in complexity to em-
ployees. Both employers and workers
are frustrated with a system in which
insurance premiums have risen an

average of 40 percent in the last two
years and the time to settle workers'
claims has expanded 70 percent,
Croft said.

But the workers’ compensation
law pending in the Alaska Legislature
might make matters worse, not bet-
ter, he argued.

Croft said the current workers’
compensation legislation Is flawed,
much like the workers’ compensation
legislation drawn up in the late 1970s
— legislation that he as a legislator
voted against —was flawed,

"No legislature, in my experience
as a legislator, had produced more
legislation by anecdote than workers’
comp legislation,” he said.

As before, he said, legislators have
drafted a workers’ compensation bill
without some crucial information
about what is driving premiums.

"One real problem with the leg-
islation is there is an expectation now
for premium reductions," he said.

If the hikes in insurance premiums
have been justified, and the legis-

lature isn’t addressing the real causes
of the premium increases, then non-
Alaska insurers will have no choice
but to pull out of the state, he said.

Croft criticized what he said were
the arbitrary limits the legislators
hope to place on injured workers’
benefits.

Much has been made of the maxi-
mum weekly benefit of over $1,100
that the current workers’ compensa-
tion statutes allow injured workers,
he said. In fact, less than 0.1 percent
of Alaska’s injured workers are
awarded weekly compensation in
excess of $700, the dollar maximum
that (he legislation would impose.

Still, Croft argued, the $700 limit is
arbitrary and might not meet the
needs of some injured workers
who've suffered extreme economic
losses due to their injuries.

Another arbitrary/ limit the leg-
islation would impose is the two-year
maximum for temporary disability
payments, Croft said. Severely in-

See Workers, page E-4



Workers: Expectations high

Continued from page E-I

jured workers, such as those suf-
fering brain trauma or bums,
might be able to recover from
their injuries but might need
more than two years to do so, he
said.

* Croft said he's troubled by the
‘aim of the pending legislation to
pay benefits for permanent par-
tial disabilities based on the se-
verity of the injury ins. sad of on
the basis of lost earning power.

Tr

That emphasis on medical im-
pairment rather than earnings
impairment is contrary to the
tradition of workers’ compensa-
tion, he said.

Authors of the legislation say
it’s written sc that the most seri-
ously injured workers get the
most money in compensation,
Croft said.

“That may be gpod or bad.
You may like it or not. But that is
a significant and major depar-
ture” from previous workers’

compensation law in Alaska.

The "arbitrary” nature of the
legislation "places too high a pre-
mium on getting the matter re-
solved,” Croft said. "And it loses
sight of (he fact that what we’re
dealing with is human beings.”

An injury at work "probably
affects the average person as
seriously as anything in their
life,” Croft said.
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Second ofa series

l1igli rates hit business hard

Worker's com?ens_anon may be-
come one of the leading legislative
issues in 1033 In this Second of a
four-part series, the News-Miner
looks at why businesses are wor-
ried about the issue.
By niLL KELDER
Staff Writer

For 17 years, Al Pagh has oper-
ated Four Slar Lumber at Mile 4 on
the Parks Highway withoutan acci-
dent, and withoutanemployee ever
filing a claim for worker’s com-
pensation.

Pagli even mechanized part of
his operation to reduce the risk of
injuries.

In spile of that safety record at
Four Slar, Pagh has watched his
worker’s compensation insurance
premiums continue to increase
over the years.

"The state’s planned 2S percent
increase in worker's compensation
rates this January will cost us 549
per $100 spent on employee
Avagcs," Pagh said.

W orker's
Compensation

THE CRISIS

When January's increase is
added to state unemployment In-
surance and other federal lax pay-
ments, Pagh says he will be paying
out "*a little over" $3in insurance
and tax fees for every $100 he
spends in salary on employees.

Increasing compensation Insur-
ance fees already has caused Pagh
to cut back on the number of em-
ployees he hjrps at Four Star. “We

used to have 10-12 full-time em-
ployees here,” he sdid. ""Now,
we’ve cut back to hiringonly family
members."

Pagh describes his lumber/saw-
mill operation as a small one, a
""mom-and-pop OEeration that's
only open during the summer sea-
son now, about 4\ months out of the
year."

Pagh said he doesn’t believe the
proposed compensation rate in-
crease is necessary.

“For one thing, it makes it hard
for us and other Alaskan firms to
compete with Outside firms for
contracts in Alaska, a ,d makes a
mockery of our efforts to export
products to other countries."

That’s because the compensation
rates charged Alaska firms are

art of the total labor cost that must
e factored into every bid for a pro-
ject. An Outside firm, paying lower
compensation rates, can submit a
lower bid on a project than an Alas-
kan firm, cycn if the project is in-

AL PAGH
Opposes rate increase

the state. The result: more com-
petition from Outside.

"In 1985, Canada shipped 18 mil-
lion board iect of lumber—the
same species lumber we’re cutting
here—into the state,” he said.

(See WORKERS. Page 8)
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" Ilial* because they pay lower
(niuptnsalion ralci in Canada.”

"They haven't gone cra.v In
1in.ulj uilh the court awards on
"mnipcnsation like we have here in
Amrrica.” lie said.

In 1971. before Tlecompensation
LiliV niNC here. 1Tgh"s firm ex-
Frl'll i inilliiin it feel T
J.ip.m  "Now. uc"ic importing
Irgin Canada_ lhesame lumber tve
1.jvc available here_In Fairbanks.
IM'srraiy. “ “1"agh said.

lhe cosl of worker's coinpi-nsu-
ion premiums makes it hard for
small firms lo compete, he said.
"We're not like General Motors,
« hocan Just add onacompensation
Increase lo the price of their pro-
duct and pass it onto lhe consumer.
Uilh Ihe Lower ill and Canadian

competition, if we din ihnl we'd
price ourselves right out of the
market."”

Pagh sold lie's heard of Instances
In Alaska where an employer cm's
up paying an Injured employee t
compensation twice what lhe em -
ployee earned on lhe Job. 8.\ he
also says there's more than one
reason fur lhe high cuml|H.'nsnliuii
rales in Alaska.

“"Courtsawardoulrageousscltle-
ments for Injury claims In this
country, that's part of the Increas-
ing coil*. Another part I*the doc-
tors. fhcy'rc afrold lo turn an In-
jured employee loose loo early for
fear of a malpractice suit. That
keeps hint (the employee) on lhe
compensation uystem longer. In-
creasing costs. And there's other
facturs.” Pagh said.

In Alaska—even with "nil that
slull" factored In—the rates ere ex-
cessive and lhe result Is lost Jobs,
he maintains.

‘*When rates getso high you can't
allord lohire people, then you have
to lay them oil. That reduces your
service to your customers, further
reducing your competitive edge."”
Pagh salu.

One Ihing that nuulcs Pagh Is
why (lie Insurance Industry Isn‘ten-
couraging firms to work for good
safety records reducing tliclr
premiums.

“You'd think they’d want to low-
errates to the firms that do well as
a means of encouraging the other
firms, tho ones with baa safety re-
cords. to S.'better,”” h« said. "But
they won’L I’'ve been Inbuilnesj 17
years wlthcut an accident, and 1
still have to pay Uiosame high-end
rato as If we were having an acci-
dent every week. It Just doesn't
make sense.”

Pagh said Alaska would do well
to follow Ilhe example ol Oregon.
That slate has Its own worker's
compensation Insurance program,
aswell aj the program established
by the Insurance Industry, he said, j

"Il gives Oregon employers a
choice ol programs for one Ihing,"|
Pagh said. "For another, tho state]
program rewards employer* wilth:
clean safety records by reducing
their rates." , . :

L] L] L]

Like Al Pagh, Clalra Morton'a
Golden Wheel Amusement Co. hasj
been operating In Alaska fora long’
lime: 72 years. It"* tho only com-
pany of Its kind In (ho slate.

Because of rising worker's comp
rates, next ycor iTicro may be no
rides and concessions at the Tana-
na Valley fair and other fairs, she
said.

“"The high cost ol worker™ com-
pcnsatloninsurance has forced me
to close the company Indefinitely,”
Morion said In a tclcphono Inter-
view from her Anchorage olflcc.
Morton tald she'™ laid olf her 10
year-round employees.

Since 1901. Morion has paid more

than 5379.000 In compensation pre-
miums to her 'nsurancc company.
In the same pci ad, lhe Insurance
company paid only <13,000 In
c.alms to Injured workers.

This year Morton will pay
<150,000 for compensation Insur-
ance and, wllh January’s 25 per-
cent Increase, her premium pay-
ments for 1918 would have In-
creased lo more than <200,000.
That's enough lo (one hertocall It
quits.

“"Tho Insurance companies are
celling rich oil of me, and now |
have loclose my businessbecause |
can'tafford lo keep paying the high
compensation rates,"” Morton said.

Sho has a permanent year-round
atalf of 10 employees. During tho
summer months, the staff In-
creases to about CO, Morton ssld,
andduringlhestalo'apcakfalrscn-.

.son u fnany os 200 Alaskans.work

for Coldcn Wheel, many of lhcm
local residents who have been hired
os ticket- takers for tho fairs' rides
and concessions.

The worker's compensation rale
(or Morion's business Is 28 per 100.

Thai means she pays out m in in
snrancc premiums fur every Stun
she pays an employee. "It's a high
rale, but If* scheduled toJump (u 3y
percent InJanuary," she said.

Morton says not all of the Jobs in
her company warrant the high
rale. Some Jobs, like erecting the
fcrrls wheel and oilierrides,(Inear
ry more risk lhan others.

“But. what has me alennietl. i»
thatthe Insurance companies want
me to pay tho same contpcnsnlimi
rate for tlckct-takers as | do fur
roustabouts.” Morton said. "I ask
you,where's the Injury risk In sell
Ing a ticket!"

Morton says heremployees "are
among the mostexperienced In the
business. I've retained a three-star
rating on my liability Insurance.
My people are careful and do o Job
properly. My liability Insurance is
only three percentofwhat 1have to
pay In worker’™ compensation,"”
sho said.

"1f | can't stay In business, il
meansthere willbe nomidways, un
rides and games, at any fair in
Alaska." she said.
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Frustrations of system not lost on doctors

0410
Dy DILL KELDER
Staff Writer

Dr. Kurt Merkel, an orthopedic
surgeon with the Fairbanks Clinic,
has seen a fair share 0f worker's
compensation cases in the two
years he’s practiced medicine in
Fairbanks.

“It's easy to say the problem
(with worker’s compensation) ij
the insurance companies, or this or
that doctor, attorney, or employee,
but the whole system has its bad
points as well as its good points,"
Merkel said in an interview.

""For one thing,"" he said, "'not all
injuries are the same, and some
can be tough to verify." A broken
arm, for example, is easy to iden-
tify and reasonably easy lo treat.
An employee who breaks anarmon
the job, can get it fixed and be back

W orker's

Compensation

to work® without having to go
through vocational rehabilitation
training and with little lost work
time.

"'On the other hand, a back or
neck injury can be very tricky,"

Merkel said. ""Those types of in-
juries can be very real, very paln-
Iful for the patient and never show

'up on anx-ray. When that happens,

It’s almost natural for the insur-
ance company to say, this guy’s
faking the injury.

"But the doctor can't jump to
that conclusion. Ifadoctor releases
a patient for work too soon, the doc-
tor can be sued for malpractice. So
doctors are naturally cautious in
such situations,” Merkel said. He
said back injuries account for ab-
out one-sixth of all compensation
plalms nationally. "*We spend ab-
out $40 billion a year nationally on
jack Injuries through compensa-

lon payments, days lost, etc.,”
tferkel said.

' Merkel says the vast majority or
jill compensation claims ore legiti-

mate. Some clearly are not, and
others fall into a gray area. He said
some people now file worker's com-
pensation claims because of stress
on the job. )

"Insurance companies want
f hysical documentation or proof of

njuries,” Merkel explained.
""Sometimes that’s just not possible
and the doctors get caught in the
middle. But when insurance com-
panies know they're liable and can
be shown proof of an injury, they're
usually pretty good about coming
around.”

Merkel said the way the com-
pensation system is defined has a
lot to do with the problems now
being experienced by people in-
volved in it.

"I don't know of any compensa-

(See WORKERS, Page 7)
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‘m ii law here Dial’s been drafted
*I'll solid input from doctors,”
> ikd said. "0 rthopedicsurgeons
‘elhalfto 70 percent of all worker's
"inpensation eases referred lo
" in, but we weren’teven asked to
ii ""ii Die governor’s workers' com-
‘o'-alion task force.”

I'il'liuenlly, the employee is frus-
i i’iil I>y the injury as well as by
D" ioinpcnsation system.

Blue-collar workers seem to
have the most on-the-job injuries,
I'liey rc brought up lo work hard
lor a living,” Merkel said. "Thus,
aninjury to them can befrustrating
il only because it keeps them out
"l work, but also because they are
‘Mibarrasscd lo be injured in the
Iti.".t place.”

IIf said it’s not uncommon for
hiburcrs to go back to work before
in injury has been completely
If iked outor has had time to heal.

'11you take a paper clip and bend
it nut of shape, then bend it back
:mushape, it mightwork fine. But if
.mi keep bending it, it eventually
.vi'.ikons and breaks from over-
u Merkel said. "The same
Hung is true of people. I think a lot

of people with back, shoulder and
neck problems get the occupational
overuse syndrome.”

Merkel has one compensation pa-
tient, an iron worker, whose back is
totally worn out, like the overused
paperclip. “He tied rebar, that was
his job. It meant lifting the iron re-
bar and tying it into ﬂlace 30 lo 40
times an hour, 15to 16hours nday,"
Merkel said. "'If you do that for
three or four work seasons—unless
you’re an exceptional person—

you’ll start developing back pain.™.

Merkel says emploe/ers can save
themselves a lo" of trouble and
money by physlcaDy testing anem-
ployee’s back, shoulder and arm
strength before lhey are hired.

Under state workers’ com-
pensation laws,, anyone injured on
the job who cannot return to that
job because of an injury is, after 90
days, evaluated for referral to a
vocational-rchabilitation service.
Once approved, the employee re-
ceives training for a new job, often
in a new career field, said Claire
Hiratsuka.

Hiratsuka is a counselor with
Northern Rehabilitation Services,

one of anumber of privately owned
rehabilitation firms that have
sprung up In Alaska since 1982.

Vince Gollog(ljy, owner of the ser-
vice, told attendees at a recent Uni-
fied Fairbanks meeting that, prior
to 1982, only about six such firms
were operating in the state. Since
then, he said, the number has
grown to about 50. The 90-day provi-
sion was added lo the state's com-
pensation laws in 1982

Hiratsuka said clients referred to
her agency by insurance com-,
Fianies often face problems retum-

ng to work.

"Employers frequently do not
want to hire, or rehire an employee
who has filed a compensation claim
for fear their Insurance rates might
go ug or they might get hit with a
another claim themselves,"" Hirat-
suka explained.

Another problem is the downturn
in the state's economy.

"it’ hard for a healthy person to
find a job out there right now,"
Hiratsuka said, "'let alone an in-
jured person who is limited in the
type of work they can do. It makes
it that much tougher on the injured
employee and that's sad."'

earned before his injury,
couldn't understand what the p
lcm was. His health and attil
were positive, and his job trail

"We deal with the doctdrs, the
lawyers, the employer, the em-
ployee, the insurance companies
and state agencies," said Mike
Stackhouse, who handles job de- was complete.™
velopment for NRS. He said the  Finally, she called the man

company often is the first to en- her office and asked "What's go

courage discussion among all par- e .
ties involved in a claim and that, in ©N?"" The man sheepishly told

turn, frequently leads to a more that, while he personally was rc;
timely resolution of problems. to go back lo work, his attorney |

""But our main goal Is to see the -
employee’s situation all the way ©ld Nim not to accept any new

through medical recovery, the leg- because it might adversely aff
al and paperwork process, and re- his chances for a good sctlicm
training until a suitable new job is with the insurance company. Hit
found for them." suka believes that kind of probl
Under state law, Hiratsuka said, is not rampant though it does oci
vocational rehabiliation workers occasionally.
need to have a background in
counseling and psychology.
Hiratsuka recalled an episode in-
volving an injuroAlaborcr who was
anxious to get back towork. He had
been cleared medically by his doc-
tor, had been retrained, and was
ready and eager togo back to work.

"We kept sending him out on job
Interviews,"" Hiratsuka said, ""and
hekept coming back saying "no, not
for me.” These were good jobs
paying prettyclose lo what he had
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Labor, management fight bids
to change workman’s comp bill

By BILL KELDER
Staff Writer

“Parts of the bill are dear to me
and parts are dear to them,” he.

o Representatives of Alaska labor _said, motioning across the table to'
and management spent more than hiscounterparts: labor representa-
a year drafting legislation.to re- tives Bob Anders.field representa-
Vamp-.the- statels worker chin-V..tive of the International Uhloii of.
pensation laws; now they are wor-. Operating Engineers;. Local S02;!
ried that attempts to amend the leg- *» Ralph Mingo, safety security offic-

islation could undo their efforts.
The legislation has been intro-

er with Tearasters-Local 959; and
John Giuchici, with the Interna-

duced .through. the. Senate Labor. «.tional-Brotherhood of Electrical

and Commerce Committee.
“This bill is truely a compromise

Workers, Local 1547.
“It has been

alotofwork, geared

bill,”,:said Richard Cattanach' moreducingworker's

Tuesday. Cattanach Is vice presi-' COSES
dent for finance with.the Anchor-'-. INQ.t

o em I

he ri

rswhilestill meek*
s pfdn”uredtemh

age-hasedUnitCo. andis one of ther VAnders"dd I'If thebill Is-
; | ' B It Rt b o

management representatlves who

negotiated with his la! or counter-* Of managen‘ent g
‘ Cattaniach,pdersVan

Anchpfcage They.

parts'to develop the*ew legisla-™

«areallfrom

might su it?'
were

in Fairbanks Tuesday to drum up
local labor and management sup-
port for the legislation. Giuchici, of
Fairbanks, will present the bill to;
the membersofrFairbanks building
trades and construction locals at a
meeting this afternoon.

""The workers compensation law
was originally designed so that the
employer pays the bills and theln
jured employee receives the be-
nefits,” said Anders. “But, since
then, a lot of people have come be-
tween those two ends,"" he'said re-
ferring to the doctors, lawyers and
vocational .rehabilitation,workers
that now crowd the worker’s com,”
pensatlon landscape, -yl M

‘tThe system wasn’t designed 0"

Mingo” benefit them, itwas designed to be®

(See<X)MPr Page



Workers' comp premiums raised

By BILL WHITE
Oaly News business afto”

Alaska business owners could
pay as much as $38 million more
next year (or workers' compensa-
tion insurance because of heavy
claims made by Injured employees,
according lo the state Division of
Insurance.

Don Koch, a special deputy in
the division, said the premium in-
crease next yea' will average 25
percent. But that's just the average.
Actual premiums paid by individu-

crease of 65 percent

Businesses paid premiums total-
ing $153 million this year. A 25
percent Increase would raise that
figure by $38 million, assuming
payroll costs don’t decline.

“Without a doubt 1can say some
of the businesses here today will
not be here several months from
now, and the skyrocketing insur-
ance rates will be a major cause of
that,” said Steve Haag, president
of the Workers' Compensation Com-
mittee ! Alaska. Haag's employ-

lower workers' compensation costs.

The latest increase comes after a
H.3 percent boost in premiums in
January.

The National Council on Com-
pensation Insurance, a rating group
of insurers, proposes the rates
based on claims made and expected
to be made, Koch said. The state
reviews the proposal before adopt-
ing it.

Losses paid to Injured employees
under workers' comp have more
than doubled In the last four years,
Koch said. Losses in 1983 totaled

al businesses will
decrease of 11 percent to an in-

W O RKERS”

Continued from Page C-7 |

$71 million. The next year
they reached $90 million, fol-
lowed by $121 million in 1985.

By last year, even as pay-
rolls statewide were
shrinking, losses bad soared
to $159 million, he said.

Why are losses so high?

No one knows for sure,
said Koch.

Benefits paid nationally
have leaped 60 percent since
1982, according to the Social
Security Administration. So
Alaska probably is part of
that phenomenon.

"You can have your bene-
fits reach a level where
there's little incentive to go
back to work," Koch said.
"The workers' comp system
was originally designed to
keep people off the welfare
roles, but it has gone beyond
that.”

Events peculiar to Alaska,
however, could be contribut-
ing to the rise.

range from a

COMP

"We think that in a lot of
cases with workers' comp, in
the economy we have now, it
becomes kind of a replace-
ment for unemployment in-
surance." Employees W LJ feel
a layoff is imminent will go
on workers’comp, whose ben-
efits are better than unem-
ployment insurance. Some
such claims likely alt fraudu-
lent, Koch said, but in many
cases the prospect of jobless-
ness psychologically can cause
ailments.

John George, diiector of
the Insurance Division, told
the workers’ corap committee
that "we are getting to a
point where employers just
can't afford to keep paying,
insurers can't afford to keep
selling insurance if they can't
charge an adequate rate, and
we end up at a place where
you can't have a business in
Alaska employing people.”

The state uses 600 different
business classifications for
workers' comp, each paying a

ers’ group is trying to prepare a
package of legislation designed to

different premium.

The classifications are di-
vided into four categories.
The following are the catego-
ries and the how much the
premiums will change within
the category on Jan. 1:

sManufacturing, an 11 per-
cent decrease to a 39 percent
Increase. This category in-
cludes bakeries, canneries,
carpentry shops, machine
shops and newspapers.

» Contracting, 4 percent to
54 percent increase. This in-
cludes plumbing, masonry,
welding, electrical, water
drilling, excavating, roofing
and sewer construction busi-
nesses.

See Page C-8, WORKERS COMP

Businesses face higher premiums

« Qil and gas, 15 percent to
65 percent Increase. This In-
cludes oil companies, oll-fleld
service bu nesses and pipe-
line firms

« All other, 5 percent de-
crease to 45 percent Increase.
This Includes logging firms,
trucking, airlines, retailing,
sales, hospitals, hotels, res-
taurants, legal and govern-
ment.

The division will hold pub-
lic meetings next week in
Anchorage to explain the new
rates and how they were de-
rived. The meetings wlU from
1to 4 pm. and 7 to 10 p.m.
Thursday In the Loussac Li-
brary.
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Workers'Compto jump 25%

Alaskan businesses will he fnced
with un overage 25 percent rnte in-
crease in the cost of workers' com-
pensation insurance effective Jan. 1,
1988, according to the director of the
stale Division of Insurance, John
George. George made the announce-
ment at a recent seminar sponsored
by the Workers’Compensation Com-
mittee of Alaska.

Employers are rcguircd by law to
carry workers' compensation insu-
rance to pay for the medical costs

and lostwages incurred by employees
who oreinjured on thejob. Employees
do not contribute toward the cost of
the insurance.

“Based on the paid loss method of
determining what the workers' com-
pensation rote increase will be effec-
tive Jan. 1,1988, the average will be
an increase of 25.1 percent. That’s
not good news,” George said.

The 1988 average rate is almost
double the 1987 rate increase of 14.3
percent. In 1987 industries such as

construction, manufacturing and oil’
and gas experienced increases of al-
most 40 percent. George says the

continuing increases are founded in

losses via claims incurred by insu-
rance companies.

“Payrollshave beengoing down in
Alaska for the last few years. One
would expectthatthe losses incurred
by carriers would also be going
down,” George said. The opposite is
true.

George noted workers’ compensa-
tion claimB totalled $70 million in
1988, $89 million in 1984, $124 mil-
lion in 1985 and $150 million in 1986
despite a decreasing payroll base.

He said the rate hike this coming
year could have been even higher
since one method ofcalculating rates
showed Alaska facing a 58 percent
increase. "We insisted the national
rating company use the method that
came up with the lowest increase,”
George said.

Headded IheDivision of Insurance
ran its own calculations and pre-
dicted a 25-30 percent rate hike was
legitimate. "We're fairly confident
that the 25.1 percent is a legitimate
number. Itis an unfortunate number,”
George said.

Steve Haag, presidentofthe Work-
ers' Compensation Committee of Al-
aska, said the rate increase is bad
news for Alaskan businesses already
impacted by slow economic growth
"W ithout a douht | can say some of
the businesses here today will not be
here several months from now and
the skyrocketingir-\irancc rates will

be a major cause ol that,” Haag said.

George encouraged employers and
employees to examine the factors
that affect rates to determine if the
benefits are appropriate and if em-
ployers can legitimately afford to
pay the'cost of those benefits.

"l don t think anyone wants to
deprive a truly injured worker of his
due benefits,” George stated, "yet
we’re getting to a point where em-
ployersjustcan‘tafford to keep pay-
ing, insurerscan'tafford to keep sell-
inginsuranceiftheycan'tcharge an
adequate rate and we end up at a
place where you can't have a busi-
ness in Alaska employing people.”

WCCA reorganized lastwin ter after
the 1987 rateincreases wereannounc-
ed. The organization is currently ex-
amining all aspects of workers' com -
pensation law in an effort to prepare
a reform package for the legislature
in 1988.

George said the Division of Insu-
rance would hold two public hear-
ings in Anchorage on the rate in-
creases. They will be at the Loussac
library from 1-4 p.m. and 7-10 p.m.
Friday, Oct. 23.

To
Subscribe
to the AJC

Just Call
272-7500
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Rising workers’ compensation
costw%aid threat to small business

By BILL KELDER
Staff Writer

From 1933 to 1986 the amount of
workers’ compensation insurance
paid out to Alaskans suffering from
Job-related injuries and illnesses
more than doubled: fi;om $70 mil-
lion to S150 million, according to

state officials. o4
Bccausc of that, Alaska em-
ployers last January saw the cost of
their workers’ compensation insur-

ance payments increase an aver-
age 14 percent. The insurance com-
panies how plan to raise those rales
again, by an average 25 percent
this coming January.

State Sen. Bcttye Fahrcnkamp
predicts that efforts to reduce
worker’s compensation costs will
be one of the Senate’s top three leg-
islative priorities next year.

With the state’s economy in tough
shape, the workers’ compensation

WUKKHENJE

(Continued from page 1)
fcrencc Friday afternoon. In-
terested parties can testify at the
Fairbanks Legislative Information
Office on Barnette Street.

Ray Price, the governor’s special
assistant for labor matters, said
that Gov. Stover Cowpcr will soon
appoint a special task force to look
into the high rates Alaska em-
ployers must pay for workers’com-
pensation insurance.

Price has been in Fairbanks the
past few days on a scries of meet-
ings with local community leaders
on this and other labor-related
issues. According to George, the
money for compensation payoffs
can only come from a few places:
Ore is from company surpluses, or
savings accounts; another is from
rate increases in workers’ com-
pensation insurance; or it could

come from a company’s invest-
ment income.

"'One way or another it ultimate-i
ly comes out of employers’ pock-I
cts,”” George said. "Insurance!
companies are conduits for money,
they have to match Income with

.outflow,” he said.

""Setting workers’ compensation
rates is a lot like driving your car
forward by looking In the rearview;
mirror," George said. He was re-'
ferring to the fact that compcnsa-;
tion rates arc set by looking at past
years’ compensation claims and
payoffs filed by Alaska employees,
injured on the job.

"It gives you an idea of what the
rate ought to be for the following
year, but there’s no real way topre-1
diet the future, to say how many
claims will be filed and paid,”
George said.

increase could cause some smaller
businesses In the state to go under
because those employers won’t be
able to afford the hike.

"In 1983, total workers' com-
pensation paid out to injured Alas-
kaworkerswas $70 million. In 1986,
it was $150 million statewide,” said
John George, director of the state’s
division of insurance.

It’s the insuranccdivision’s job lo
make sure that rates aren't exces-
sive, he said. “But if you don't
charge enough, insurance com-
panies stop writing policies for em-
ployers, or the insurance com-
panies go broke.”

Even so, George described Janu-
ary’s scheduled 25 percent increase
as "'a very substantial increase."

“It’s amess,"" said Chuck Itecs at
Wednesday’s Unified Fairbanks
luncheon meeting at the Sunset Inn.

The problem has led both Unified
Fairbanks and the Fairbanks
Chamber of Commerce lo begin
efforts to hold seminars for local
lemployers on workers’ compensa-
tion insurance reform.

The House Labor and Commerce
Committee has scheduled hearings
in Anchorage on workers’ com-
pensation and related matters next
Thursday and Friday.

, Therewijll be astatewide telccon-

(See WORKMEN, Page 7)
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" Bill would cut employee Insurance coverage costs

By LARRY PERSILY
The Associated Press

JUNEAU — Employers are
expected to save millions of
dollars In premiums and in-
surance companies may save
millions of dollars in claims
under a rewrite of workers’
compensation laws passed
Thursday by the Senate.

The measure is intended to
reduce the increasing cost of
workers' compensation cover-
age, while also providing
some help to injured workers.

The bUI (SB322) passed the

Senate 15-0 and now moves to
the House.

Alaska employers paid
$153 million in workers’ com-
pensation premiums in 1986,
said Don Koch, special deputy
for the state Division of In-
surance. That cost increased
in 1987, he said, but an exact
figure is not available.

Insurance companies paid
out more than $150 million in
claims in 1986, Koch said.

Anchorage pays out $2 mil-
lion to $3 million a year in
claims, said Harry Sjoberg,

Briefcase

the municipality’s risk man-
ager. He said the city expects
in time to save more than
$500,000 a year if the bill
becomes law.

“There could be less litiga-
tion because of it,” he said,
and stress-related claims and
vocational rehabilitation
costs to employers would be
reduced under the bill.

The municipality covers its
own employee claims up to
$500,000, and buys insurance
to handle claims over that
amount, Sjoberg said.

Alaska job-related injuries drop

Job-related injury and illness rates in Alaska
dropped nearly five percent in 1986, according to
the U.S. Bureau of Labor Statistics. Latest sta-

tistics also show the rate of injuries and illnesses
for the nation remained unchanged from last
year. The rate in Alaska declined from 10.7 to
102 percent in 1986. The incidence rates repre-
sent the annual number of recordable private
sector occupational injuries and illnesses per 100
full-time workers. About one out of every 10
workers in Alaska suffered an on-the-job injury
or illness during 1986.

In passing the bill, senators
approved a letter of intent
asking the Division of Insur-
ance to request insurance
companies to adjust their
rates to reflect changes in the
law.

The letter of intent, which
does not have the force of law
and only expresses the wishes
of legislators, said the bill is
expected to reduce workers’
compensation costs at least 2
percent.

The bill would prevent
workers’ compensation bene-

fits for stress unless it was
“extraordinary and unusual
in comparison to pressures
and tensions experienced by
individuals in a comparable
work environment."

Stress-related claims were
cited at legislative committee
hearings as a growing prob-
lem. “Workers’ compensation
was not designed to deal with
stress,” an attorney told law-
makers last month. He said
stress may be pre-existing or
caused by factors outside the
work place.
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{WORKERS" COMP: Employers voipe concerns over rate Increase

Continued fromPage G-1

but-of-state companies that
can bid jobs based on oul-of-
state rates.”

Haags employers’ group,
as well as ad-hoc committee
of labor and business people,
are preparing legislative pro-
posals to reform Alaska’s
workers' comp law.

Donald Koch, a Division of
Insurance deputy, said Alas-
ka’s workers' comp package
is one of the most generous in
the nation.

Maximum salary compen-
sation rates, for example, al-

irijured worker, 14 e
e e T A ate

state wage." In many states,

‘* chorage, questioned Koch’s

' statistics. He wondered what
the -insurance companies

the average state wage is the 1 counted-as costs-, and whether

maximum, he said. .

Insurance’'companies need -

rate increases to keep making
profits in the face of escalat-
ing claim costs, he said. In
1983, workers’ compensation
losses were $70,678,000,” Koch
wrote in an analysis, ",.. and
in . 1986 they were
$150,294,000. That is more
than doubled in a four-year
period and with a decreasing
(state) payroll to boot."

But Sen. Tim Kelly, H-An-

injured workers were collect-
ihg their fair share, instead of
some of too much of it going
to doctors/lawyers and adjus-
tors. "We got a whole lot of
people splitting up the pie
and I'm not convinced that
it’s going where it should be,”

Kelly said.
Mano Frey, an AFL-CIO
representative, warned that

reforms .hould not harm
those who need service. “In
the middle of this are thou-

sands of people who are hurt,

and those are the people wh
'should be compensated.™

During the hearing, seven
injured workers told harrow
ing. stories about not gettin
any assistance while insuj
ance (xmapanies fought ovo
who should pay bills.

"We don't have a Divisio
of Insurance that is .aggre
sively regulating the indu
try,” said Chancy Croft, |
attorney who represents i
jured workers, in_ an inte
view after the hearlng

Croft fears that new refor
laws might be passed, b
then insurance compani
wouldn't cut rates.
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Compensation |
for workers j
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o |
By BILL KELDER
Stalf Writer

One reason state workers “com-i
pensation and other insurance
costs are increasing is because li—
mited cases of insurance fraud are

The News-Miner will take a closer

look at problems with the workers ~
compensation system ina series of

articles beginning Tuesday.

being prosecuted, according to
John George, director of the state
Division of Insurance.

George was a panelist partici—
pating inan employers symposium
Saturday on workers® compensa—
tion insurance at the Westmark
Fairbanks Hotel.

The state 3 restricted budget and
staff cutbacks-have added to the
problem of prosecuting insurance
fraud and other so-called "white
collar" crimes, George said. He
said his division— with limited per—
sonnel- investigates available in—
surance fraud cases.

"Inone case we investigated, we
believewe came up with proof that
an individual committed insurance
fraud in the amount of three-,
quarters of a million dollars
($750,000),>~George said.

"We put the case together care—
fully and turned itover to the attor—
ney general 3 office responsible for
prosecuting white collar crime.
They came back to us and said,
"Gee, we @ like to prosecute this,
but three- rs of a million dol—
lars isn't%uch money and
we Fe spending our limited funds

prosecuting murderers and rap—
ists,” TGeorge said.
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WhatThey're Savinr *o Patients (Constituents):

Chiropractors Critical Of Workers' Comp Bl

One major group in Alaska having problems with the proposed new ‘Worker's Comp’ legislation is the
chiropractic profession, and they are lobbying with their patients concerning what they sec as problems.
Chiropractors arc also concerned because they Inherit the patients that suffer fromjob related injuries that tend
to be ‘cumulative.’” These injuries, unlike the more definitive ‘accident’ injury, are less easy to define, and
sometimes substantiate, as job related.

The following complaints are taken from a circular many chiro J)ractors are providing their patients. (There
have been a few deletions.) They say the new proposed law would do the following.

+¢ An insurance rehabilitation specialist will have ntal control over your rehabilitation. You
(the patient) will have almost no say. Also, you can only be rehabilitated once in your life,
regardless of how many injuries you suffer. And it can’t cost over $10,000.

+¢ You can only receive 20 treatments in 60-days, regardless of how extensively you are injured.
+¢After 14-days, the insurance company can make you go to their doctor.

+¢The insurance company can use ‘lower 48’ companies to determine fees, making you re-
sponsible for the difference. .

+¢ Perm anent disability payments will have a limit, no matter how extensively you are injured.

© +¢ Once you have stopped improving, or your condition is expected to get worse without con-

tinued care, you can receive no additional medical care, regardles of how extensively you are
injured, unless you prove it to the board. . ..

#¢ Your doctor has one week to submit his treatment schedule to the insurance company, and
tney have two weeks to accept or deny it. Therefore, if they do not like you, or your doctor, or
his plan of treatment, they can deny the entire claim without penalty.

+¢ You can change doctors only once without written permission from the insurance company.

+¢ If there is a dispute between you and your insurance company they can stop all benefits
to you, regardless of your condition, until you take it to a board hearing. You are quilty until
provenb innocent! : :

#¢ The IME doctor can say anything he wants about your claim or your doctor, and will not
be held liable. I_ e -

i . ,® *

For all of this (and more), the insurance companies are notrequired toreport how much they set aside in reserves,
how much is spent on injuries, or how much was collected in premiums. Therefore they can charge Whateverthey
want, regardless of how it may strangle our economy.

The handout to patients then urges patients to contact their representatives to oppose the proposed workers’

comp bill. It (the bill) is highly discriminatory, (the handout states) and will seriously jeopardize your ability to

seek health care as an injured worker. Employers, (it continues) demand that the insurance companiesjustify those
exorbitant rates which they charge us.
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By N. MICHAEL RUCKA
CAAA Past President

(Editor's note — The following was
delivered at the meetlnq of the™ Asso-
ciation of Trial Lawyers oT America Nov.
11 in New Orleans.)

In the inexorable march to limit
victims' rights, my premise is that the
insurance carriers have no one single

ame plan, because the insurance in-
ustry is not monolithic.

Within the insurance industry are
regional, national and international
carriers, as well as those that spe-
cialize in one or another type of nsk

While there are certain competitive
forces which operate on the short-term
basis and appear to encourage diver-
sity and competition, there is at the
same time, common to all carriers, the
object of eliminating or at least neu-
tralizing the presence of effective trial
counsel for the plaintiff.

There is, without Question, a com-
mon ultimate goal to have a legal sys-
tem which precludes civil trials as we
know them today, i.e. with juries- to
eliminate punitive damages as well as
damages for pain and suffering,- lo do
away with concepts of strict liability,-
and ultimately to bring about a major
change in the judicial system so that, to
the extent that litigation does occur, it
will be held in an administrative law
forum, a la the workers' compensation
system.

Those of you who have read my arti-
cles in the California Trial Lawyers
Association FORUM know that in 1986
at Orno, Maine, a conference was held
entitled ""The 10th Annual Symposium
on Workers' Compensation®. This sym-
posium was subtilled, ""Workers' Com-
fiensalion: a Paradigm for Tort Re-
orm'’. A numberof major figures in the
insurance "'reform’ community were
present, among them Victor Schwartz
and Kenneth Feinberg.

Schwartz was a major force in the
development of the now defunct Dan-
forth Products Liability Bill, which was
an attempt through tne US. Congress
lo make major changes in the field of
product liability. Feinberq is a former
chief aide of Sen. Ted Kennedy, and
was the Special Master in the Agent
Orange case. There were others present
whose names are not well-known, but
who are policymakers for various in-
surance carriers.

The common theme of the Orno con-
ference speakers was that the system
has to be changed. Even the represen-
tatives f 'i organized labor bought
into this c™.icept! As expressed by one

e e Wi f oLty

of the several speakers' . .. change will
come, it may take many years, but it
will come because the message has
been given and accepted by the public
that cnange in the tort field is neces-
sary."

The logic fallacy operative in the
minds of the "insurance reformers™ is
that the current system is malformed,
or at least malfunctioning and needs
reform. Discussion always centers upon
the supposed fact that lawyers and/or
doctors take too much out of the sytem,
leaving too little to be distributed to
those “truly in need".

No discussion ever takes place con-
cerning the amount of profit, method of
bookkeeping, etc., employed by the
various insurance carriers lo manipu-
late public opinion or the level of dol-
lars actually paid to the disabled.

Even representatives of organized
labor avoid asking questions about
insurance profits, accepting ungues-
tioningly the premise that the system is
not working and is being "'ripped off"
by lawyers, doctors anaclaimants.

Because it is assumed that the lead-
ers of ""organized labor" represent all
of labor, it is also assumed that they
know what is best for the working
people of this country. In point of fact,
"organized labor" represents only 19
percent of the entire work force, and of
that 19 percent only 13 percent be-
long to tne traditionci AFL-CIO/Team
ster organizations.

The remainder, six percent of the
work force, is represented by nonaffil-
iated or quasi-unions, such as teacher
and public employee unions, leaving a
full 81 percent unrepresented.

In a world of mainly unorganized
workers in which organized labor as-
serts little influence, who would speak

ouury. 1960

for the injured if there were no mem-
bers of the trial bar? Obviously no one
—at least that is what recent history
has shown.

Even so, in California the effort to
remodel the world of liability into o
world of no liability and lots of profit is
actively driven by the insurance com-
munity which over the years, through
concerted campaigns, nas effectively
"'stoked up' the employer/manufaclur-
ing/medical community to the point
that its members believe that the prob-
lems of negligence, defective products,
etc., are cauSed by lawyers.

What is occurring in California is not
unique, throughout the country there is
the same battle cry. In Florida, Colo-
rado, Oregon, ldaho — in some 26
states over the last dozen years, major
changes have occurred in tort and
workers' compensation, precipitated
by the erroneous belief mat it is the
lawyers who are the root of all evil.

What is not fully understood by both
lawyers and the consuming public is
that what is occurring in each state is
not really an isolated incident, but
rather the product of a long-term,
well-orchestroled campaign. An  ex-
ample of how this occurs can be seen
from my California experience.

In 1986 the insurance community,
with the aid of manufacturing groups
and the California Chamber of Com-
merce, convinced the California Senate
to hire as a consultant to its committee
which deals with insurance, industrial
relations and workers' compensation,
a consultant who had been instrumen-
tal in rewriting the controlling laws in
Florida, Massachusetts and Oregon,
among others.

This fellow can truthfully, and prob
(Continuod on Next Pogo)
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ably proudly, say that he has caused

}more change in state laws throughout
the nation fhan virtually any other
single individual. His name: John Lewis,
who is really a spokesman for a point
of view espoused by the insurance
industry and large manufacturers.

The plan in California was to reform
workers' compensation, minimizing law-
yers' participation by making their
clients’ access to the system extremely
difficult, if not impossible. In this effort,
organized labor, or at least its "'lead-
ership™, was an active supporter.

That support came not because of a
promise of increased levels of long-
term benefits for members whose disa-
bilities would take them away from
their crafts, but because the short-term
auid pro quo would be an increase in
the "'temporary disability" payment to
the injured worker.

Perhaps the subtle reasoning for
organized labor's concern for the tem-
porarily disabled worker versus their
reduced concern for the permanently
disabled worker is that a permanently
injured worker who can no longer ply
his or her craft pays no dues to the
union and, therefore, is no longer a
xconstiluenl and no longer the responsi-
bility of the union leadership.

We must understand that the insur-
ance carriers want to segregate from
the trial bar those organizations which
should be the supporters of a litigation
system lhat makes the workplace safer
and more healthful.

The carriers attempting to cut off
such groups employ as point persons
individuals who are able to convince
labor that controlling access to law-
yers and restricting contingency fee

CAAAMENHS

contracts help them provide a valu-
able service to their membership. Those
who accept his argument often do not
understand that complex litigation is
costly and lhat not all cases brought
are likely to succeed.

What can we do? As knowledge-
able members of the trial bar, we must
communicate regularly and clearly with
organized labor. We must realize that
the insurance industry has beaten out
the trial bar in the public relations
contest for the hearts and minds of the
public.

Proof of this is to be found in fre-
guent ads appearing in the WALL
STREET JOURNAL and other major
newspapers and magazines of the cities
and towns across this country which
say the system is in crisis and needs to
be reshaped. Equally important, in
virtually every market, radio talk shows
feature frequent prog ams of "lawyer
bashing™.

As an organization, we must de-
velop the capacity to respond! We
must have a speakers' bureau staffed
with knowledgeable and articulate in-
dividuals who can refute the outland-
ish claims and misconceptions floatina
around. There must be a dialogue with
the public that reflects the positive
things that the system brings to them.

In those state legislatures and in
Congress, where the battle to maintain
the tort system as we know it is being
fought daily, the presence or absence
of empathetic legislators determine
the continuation or alteration of the
present system. It is incumbent upon us,
therefore, to become acquainted with
candidates in state and federal cam-
paigns and participate actively to make
certain that the positions we believe
correct are represented.

Yes, it would be presumptuous lo
suggest that the present system is with-
out flaws, or that there ‘ere no attor-

CREDIBILITY ...
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Chronic Pain Management
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neys who cause the plaintiff trial bar
great embarrassment, or are an insult
to the profession.

But we must not be complacent in
our desire to preserve a good system
We must be willing to consider change
—if it will moke for a better system, we
must consider the problems caused by
those of our brethren who do overreach,
do overcharge >n their contingency
contracts. We must be willing to share
our special knowledge with the public
in a way that it can understand.

This means that we have to give of
our lime. Appearing at public forums,
Rotary, speaking before clubs and the
like is extremely important It has been
said by some demographers that two
of the most influential organizations in
the U.S. to the general public are the
WALL STREET JOURNAL and the Ro-
tary Clubs. Nuff said!

Lastly, we hove to be politically
important players in our own commu-
nities. We must remember that when
the public sits in a jury box, or enters
the voting booth lo vote for or against
us and our clients, both short-term
menizory and long term memory are at
work.

If the long-term memory perceives
lawyers as greedy and uncaring, we
lose no matter how much we, in the
short-term, try to educole

Only if we adopt the approach of
the insurance industry, a long-range
program of constant education, con-
stant advertisement and constant dia-
logue will we be able to change long-
term memory in favor of the causes In
which we believe we can be successful.

There is no doubt in my mind that if a
vote were to be taken today, the views
of Shakespeare, Trotsky, Lenin and a
few well-known jurists would prevail:
the lawyers would all be killed. My
purpose for being here is to ensure Ihat
this does not occur. In reality, however,
only through the concerted effort of all
of the trial bar can this really be
assured. .

(Editor's note —The preceding was
presented to the largest attendance of
all of the sectjon seminars at the ATLA
convention. The Workers' Compensa-
tion Section seminar was chaired by
Bob Buch, CAAA media chairman.)

DON'T INTERRUPT YOUR SECRETARY

What causes secretaries the most
stress? According to a survey done by
Panasonic Industrial Co. Professional
Secretaries International, interrup-
tions were the number one problem.
Following closely behind were lack of
advancement opportunities, lack of in-
put into decisions and lack of commun-
ication from the secretary's immediate
supervisor. —Communication Briefings.



Workers’ Compensation in Alaska:
Lassoing @ Good Idea That's Run Amok

Workers’ compensation legislation being considered by Alaska’s lawmakers
during the current session addresses one of the most critical problems

0 NE OF THE MOST IM-
portant pieces of legisla-
tion ever to come before
Alaska lawmakers is being
debated in Juneau; a long-

overdue revision of the state's compli-

cated and costly workers’compensation
system. The hill is designed to protect

Alaskan employees, businesses, jobs.

\Workers' compensation originated in
the United Stares in 1912 was based on
a belief that an employee is entitled to
wage compensation and medical cover-
age for injuries suffered on the job.
1Wbrkers’comp insurance coverage now
is mandatory for every employer in the
country, and Alaska has one of the most
generous benefit and compensation
packages.

In practice, workers' comp systems
and methods have run amok in Alaska.
Neither employer noremployee is bene-
fiting, and the cost of the system is
threatening the very existence of many
businesses in the state.

The problem isn’t widespread abuse
so much as that the system has gone far
beyond what it was intended to accom-
plish. Th ; goal of workers’ compensa-
tion should be to help an injured worker
to recover and return to gainful employ-
ment. During disability, he or she
should be compensated at a level com-
parable to the income that would hnve
been generated on the job at which the
injury occurred. But that basic premise
has been altered here. Under the Alas-
kan system, there's little or noincentive
to return to work.

Why is Alaskas system so expen-
sive? Numerous reasons. Some of the
factors that have driven up the cost of
coverage: runaway medical expenses,
the failure of occupational rehabilita-
tion legislation adopted in 1982, the
absence of limits on benefits and a lack
of fraud investigation.

Alaskan employees are being ex-
cluded from Alaskan jobs because
Outside companies using all-states
endorsements have a competitive ad-
vantage bidding on work in Alaska.
Such-endorsements enable Outside
firms to payworkers’compensation pre-
miums based on their home-state rates

ever to face Alaskan business.

By Steve Haag

even though the work is being per-
formed in Alaska.

Last year workers’ comp premiums
in Alaska jumped an average of 14.3
percent; many industries suffered rate
hikes of 30 to 40 percent. This year the
average premium soared an additional
25 percent. Some industries-like oil
and gas- were hitwith anincrease of 68
percent.

To put recent increases into perspec-
tive. consider these numbers: Workers'
compensation claims in the state totaled
S70 million in 1983, $89 million in 1984,
$124 million in 1985 and $150 million in
1986 ... despite a payroll base thats
declined below 1982 levels.

In 1988, Alaskan companies will pay
almost $38 million more for workers'
comp coverage than they did in 1987.
Many businesses are struggling to sur-
vive; many won't be able to afford the
most recent round of increases. The
outlook isnt bright for the survivors,
either. Another increase in 1959 is inevi-
table unless the system is reformed.

Already the number of claims filed in
fiscal 1988 is outpacing the number
filed during the same period in fiscal
1987.

Knowing that meaningful changes to
the system would require the involve-
ment of labor, Workers’ Compensation
Committee of Alaska approached a
number of organized labor groups to
gauge their interest in reform. Realizing
there will be less business arid fewer
jobs as premiums continue torise, labor
worked closely with management to

draft legislation currently before law-
makers.

A 10-member labor-management
task force was formed to hammer out
compromises and bring issues concern-
ing both sides to the table. Both those
who pay and those who benefit were
heard. Both sides agreed lawyers, doc-
tors, chiropractors and other special
interests who earn handsome livings off
the current system should not be repre-
sented on the task force.

Among the major issues addressed
was a redefinition of vocational rehabili-
tation services. Under the agreed-upon
proposal, such services would become
voluntary instead of mandatory. Limits
on the length and cost of rehabilitation
programs would be established.

The task force also proposes that
weekly minimum benefits be increased
and maximum limits be reduced. Week-
ly compensation benefits should be
adjusted for cost-of-living differences
when claimants move outside Alaska.
Numerous changes also are proposed
for medical payments. Only four years

ago, 25 cents of every workers' comp
dollar went to medical care; today it’s
38 cents-more than a 50 percent
increase.

There’ no issue more critical to busi-
ness and the economy in Alaska today
than the workers’ compensation sys-
tem. Unless the system is changed
during this session of the Alaska Leg-
islature, there will be even fewer jobs
and businesses in the state in the very
near future. We cannot afford that
happening. D
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M/orkl ‘s compensation proposal
|Jelights some people, riles others

JOHN LINOBACK
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By Paul Laird

S PIRALING WORKERS® compensa-
tion insurance premiums and
claims in a climate of shrinking

margins and business bankruptcies.
Soaring doctors' bills stemming from
work-related injury claims and a bevy
of barristers poised to litigate them
straight into the stratosphere. An army
of incompetents masquerading as voca-
tional rehabilitation specialists, a squad
of state Supreme Court justices inter-
preting new costs and confusion into
existing workers' comp legislation.

Symptoms of a potentially fatal virus
in Alaska’s workers' compensation sys-
tem. A virus characterized by hefty
benefits and skimpy controls that en-
courage abuses, vague to nonexistent
regulations that add to bureaucratic
overhead and costs, a preoccupation
with tailor-made justice tilted toward
claimants that casts reason and effi-
ciency to the wind.

A virus that was subdued by the
natural defenses of a booming Alaskan
economy earlier in the 'SOs ... a virus
that triggered a 14.3 percent average
increase in workers' compensation pre-
miums for the state's employers on Jan.
1and threatens to claim corporate vie-
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like contracting and construction when
coupled with the current recession.

""There's no question the increase is
going to wipe out a number of contrac-
tors." maintains Paul Duclos Jr.. execu-
tive vice president and general manager
of Ken Brady Construction Co. and vice
president of Associated General Con
tractors of Alaska. Premiums for Alas-
ka’s contractors increased an average of
more than 20 percent: for some con-
struction job classifications, they rose
as much as 46 percent.

The real issue, however, isn't so
much the increases as the factors thet
caused them. Put simply: more clains
and greater payouts to cover them the
last few years. Premium rates are pro-
jections of what insurance underwriters
will have tospend on claims for the term
of a policy. They're based on overhead
and expenditures on workers' comp
claims for specific job classifications
and specific employers over the nost
recent three to five years. Due to fewer
claims and smaller payouts for some job
categories, some rates actually declined
in January - road paving and construe
tion (down 4 percent)-, clerical (K
percent} and seafood processing tl.
-nnrrem). to name a few.,



RS"COMPENSATION

TR st aghices

ISSTS premium increases and de-
creases aside, Alaska has one of the
most generous and expensive workers'
corr.p benefits packages in the country.
Some of the key factors: the state
historically high wages, the seasonal
nature of much of its employment, ben-
efit levels set by the legislature and
other features of Alaska workers' comp
law;, interpretations of those laws by the
Alaska Supreme Court, lack of controls
on medical costs and litigation, the
absence of regulations governing occu-
pational rehabilitation five years after it
was mandated by state law.

“You're going to find abusers in any
kind of system, but the problem with
Alaskas is that there's an incentive not
to get well,”" says attorney Randall
Weddle of Faulkner, Banfield, Doogan
& Holmes, the largest workers' comp
underwriters' defense firm in Alaska.
“Workers’ compensation is a social pol-
icy. The whole point of it is to provide a
quick and consistent means of assuring
that injured workers will continue to be
paid at a rate that will keep them alive.
In Alaska we've whittled away at that
quick and rough justice and gotten too
hung up on precise justice."

Adds attorney Shelby Nuenke-Davi-
son, who also represents insurers in
workers’ comp disputes, “Employers
don't want to do away with workers'
comp, but the system has gone far
beyond what it was ever intended to be.
It supposed to help indeed workers,
not make them whole again. In Alaska,
all a person has to do is say 'ouch’ and
some doctors will say, ‘OK, you don't
have to go towork.” "

Workers' compensation began in the
United States in the early 1900s, when
the number of industrial accidents was
increasing and injured workers' avenues
for collecting compensation without
suing were decreasing. It was based on
the premise that an employee automati-
cally is entitled to wage compensation
and hospital-medical ".overage funded
by the employer's workers’ compensa-
tion insurance if he or she is injured on
the job. (Since then, occupational reha-

bilitation has been added to the list of
benefits required in most states.)

Workers’ compensation insurance is
mandatory for all employers in the
United States-through a private car-
rier, astate fund or self insurance. Max-
imum fine for failing to have workers’
comp coverage in Alaska: S50.000, 10
years’imprisonment and personal liabil-
ity for damages by the person incharge
of the corporation. Maximum penalty in
other states: $10.000 and a year in jail.
Most have fines of less than SI,000.

Faultand negligence areirrelevantin
determiningeligibility for benefits. The
only criteria: Was the person anemploy-
ee at the time of the injury? Wes the
injury job-related? In exchange, em-
ployees sacrificed the right to sue
employers over job-related injuries.

In his 10-volume treatise on workers’
compensation, legal scholar Arthur
Larson writes that workers' comp
should be structured to provide “bare
minimum income and medical care to
avoid destitution.” Larson, one of the
foremost authorities on workers’ comp
in the United States, maintains the sys-
tem never was intended to restore
everything an employee loses, but
rather to provide him or her enough to
avoid being a burden to others. To do
otherwise, he writes, is to encourage
malingering. He describes the system
as '‘social protection, not righting a
wrong."

What constitutes "bare minimum
income™ in Alaska in 1987? In some
cases, more than S57.000 a year. Tax-
free. Maximum weekly wages under
workers’ comp are based on a percent-
age of the average weekly wage for the
entire state. Injured workers are paid 80
percent of their spendable earnings up
to that maximum. In Alaska, the ceiling
has been set at 200 percent of the aver-
age weekly wage. That, in turn, pencils
out to aweeklv maximum of more than
S1.100.

According to a 1986 survey by the
U.S. Chamber of Commerce, only one
other state-lowa-bases maximum
benefits on 200 percent of its average

weekly wage. In lowa, however, that
amounts to less than S600 a week. New
Hampshire's are based on 150 percent
of the average ($462 a week), Illinois
uses 1337j percent (S512), and all other
states and the District of Columbia use
100 percent or less.

It gets better. Because of one Alaska
Supreme Court ruling, aworker injured
in Alaska can relocate .to another state
during his disability and continue to
receive workers' comp wages based on
Alaska rates. One attorney tells of a
North Slope worker who was injured
while earning about S40.000 a year and
moved to a small town in New Mexico,
where he continued not to work “and
had to be the highest-paid person in the
whole town."

“Can you imagine what would happen
if somebody collecting the maximum
decided to move to South' Carolina?"* the
attorney quips. ‘He'd probably be mak-
ing more than the governor."*

Workers’ comp rates more than dou-
bled between 1973 and 1977. In 1975,
the .year the legislature adopted a new
workers’ comp law enacting the 200
percent maximum, they rose 50 per-
cent. It's reported the National Council
on Compensation Insurance (NCCI) has
agreed to analyze the impact on pre-
mium rates if the state used the same
standards as Washington State-60 to
75 percent of an employee’s weekly
wages with a cap of 75 percent of the
state’s average weekly wage.

NCCl is the national nonprofit rating
organization that compiles statistical
data on premiums, payroll, losses and
expenses and files rates for Alaska and
31 other states. Rates filed by NCCI
must be approved by the Alaska Divi-
sion of Insurance. Alaska rates are
based on experience in Alaska, unless
there are too few workers in a given
category togive anaccurate representa-
tion. In such cases, national figures are
used as well. (As an example of the
disparity between Alaska rates and
those elsewhere in the country, Alaska
employers pay 99 cents in workers'
comp premiums forevery $100 in wages
for clerical workers; Texas employers
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Attorney Nuenke-Davison:
The systém has gone beyond
what it was intended |0 be.

pay 35 cents.)

While some Alaskans suggest the
state hasn't monitored the organiza-
tion's rate-making activities closely
enough before approving changes, few
will argue the revisions haven't been
warranted by poor loss experiences in
Alaska the last few years.. Contractors.
hovivertmaintain they aren't given suf-
ficient notice of increases, and major
increases like the ones they've just suf-
fered threaten their ability to survive in
lean times.

New rates that took effect in January
were filed Oct. 31, a hearing on them
was scheduled for later Nov., and the
new rates were approved by the Divi-
sion of Insurance in mid-December.
Notice of the most recent rate adjust-
nv sit was no shorter than notices of the

but the division has notified NCCI
that in the future, 60 days’notice will be
fxpected instead of the 15 required by
aw.

Ken Brady’s Duclos says labor ac-
counts for nearly two-thirds of an aver-
age contractor's costs. When two-thirds
of a business’ costs jump more than 20
percent in a climate of razor-thin mar-
gins, disaster is almost sure to follow for
some. In some job categories, contrac-
tors now pay more than S30 in workers'
comp premiums for each S100 in wages:
in one isolated classification, the rate is
S85in premiumsforeach SIOO in wag, s.

“We can't change our prices at will:
we’re bound by our contracts," he says.
Because of fierce competition in the
construction industry, jobs are being
bid with small margins. A hefty work-
ers' comp rate increase inthe middle ofa
project conceivably could turn a mar-
ginally profitable project into a loser.

William Reeves, general counsel td

Alaska AGC. wrote the Division of
Insurance that increases that took
effect in January added about S3 per
man-hour to labor costs. "It could spell
financial ruin for many small contrac-
tors."" he said.

Another competitive consideration
for contractors: Those whose policies
came up for renewal in December havea
huge advantage over those whose poli-
cies expired in January in bidding jobs
in 1987. AGC lobbied the Division of
Insurance to phase in rate increases
over the year instead of implementing
them all at once. Howard Cutter, risk
manager for Alveska Pipeline Service
Co. and an 1l1-year veteran of the
construction industry before joining
Alveska. says disparities among con-
tractors'workers'comp rates *‘can make
the difference between getting busi-
ness and not getting it""

| NSURERS. HOWEVER, counter that
increases have to take effect some-
time. and delaying rate increases
simply shifts the burden of escalating
losses to the insurance industry. Con-
tractors should consider the possibility
of premium increases when they bid
multi-year projects, insurers maintain.
“Otherwise, it's just a question of
who should operate unprofitable." says
Carl Anderson, executive vice presi-
dent of Alaska National Insurance Co.
"Qurbusiness is really set by the legisla-
ture and the courts: we’re almost a
conduit.”" Alaska National is the No. 2
writer 0; workers comp *.nsurance inthe
state.
Stanley Sparks, director for NCCl in
Portland, commends Alaska state offi-

cials for authorizing adjustments that mmitalic wuiilc he a

enable rates to keehpace with changes in
the market. Insome st2tes where regula-
tors have kept rates artificially low. insur-
ance has been increasingly difficult for
employers to secure through normal
channels.

When that happens, employers are
forced into an "assigned risk pool"
where poor- risks anc companies that
can't buy insurance directly are divvied
up among insurers anc the companies
purchasing insurance must pay an addi-
tional premium on top of their normal
rates. In Alaska, that additional pre-
mium increased during 1986 from 10to
20 percent. Insiders, however, say an
increase to 33 percent would have been
justified by past loss experiences in the
pool. In Maine, where rate increases
were refused five consecutive years,
about 80 percent of the workers' comp
insurance written is through the as-
signed risk pool: underwriters say they
can't generate sufficient returns to jus-
tify their risks ir. that New England
state otherwise.

There's concern the high rates in
Alaska discourage not only local hire,
but hire in general. Says Larry Taylor,
president of Tavlorec Construction Ser-
vicesand the Building Industry Associ-
ation of Anchorage. '"The increases are
going to force us to stop hiring people.
WE'll just have to look for subcontrac-
tors todo the work instead, and that will
affect the level of service we can give
our customers."

Alaskan contractors maintain some
Lower 48 competitor# circumvent Alas-
ka's laws ant: rates by insuring forwork-
ers'-comp in their home states. That
guvs Outside firms a competitive edge
over their .Alaskan Ci'unierparts. That
cion  the states



workers’ comp laws.

The owner of one Aiaskan steel fab-
ricating firm that does work for North
Slope oilfield operators is concerned
higher workers’ comp rates will make
his company uncompetitive with fabri-
cators in the Pacific Northwest.

A very real concern in a climate of
declining wages and layoffs in some
sectors: Because workers' comp wage
benefits usuah/ are based on the in-
jured worker's earnings performance
the most recent three years prior to the
injury (but not always, thanks to court
and workers' comp board decisions), an
employer who hires someone laid off
elsewhere to a lower-paying position
puts himself at risk for disproportion*
ally high premiums at renewal time if
the employee suffers an injury on his
new job.

Example: The employee recently
was laid off froma North Slope job that
netted him S1.000 a week. He lands a
new job that pays S400 a week, but
suffers an injury shortly after starting
the new job. His incentive to get well

and retum towork effectively has been.

quashed since his past earnings entitle
him to S800 a week under workers’
comp until his condition stabilizes or for
a maximum ol two years (as long as the
courts or the comp board don't alter
that. too). Even though the level of wage
compensation essentially has been
determined by the employee's previous
position, the claim is charged to the new
employer, whose policy renewal rate
likely will reflect the expenses incurred
in settling the claim.

Economic conditions play an impor-
tant role in determining the number of

workers] comp claims in any state.
Notes NCCls Sparks, “Anytime you
have an economic decline, there's a
temptation to look at workers' comp as a
(wage) cushion." Unemployment com-
pensation not only falls short of work-
ers’ comp benefits, but also is taxable.
Alaska National's Anderson says the
current recession doesn’t so much
encourage malingering as unnecessary
extensions of injury benefits.

* adds Faulkner, Banfield. Doo-

I-%gan & Holmes’s Weddle, “It’s not
JL JLa matter of fraud inmost cases.
People will tolerate little things when
they’re working, but when they know
they’re going to be laid off, they figure,
‘Hey, *d better get this taken care of
while I'mstill covered." People are per-
fectly honest, but they tend to develop a

Satefurck, privete Insuranceandl sef insLrance ™

IS A STATE FUND A VIABLE SOLUTION FOR ALASKA S

S6 billion “kitty"" and the fact that all investment earnings

workers’ compensation insurance premiumwoes?
Six states currentlyadminister their ownworkers’comp

insurance programs: Ohio, Nevada, North Dakota, \Wash-

ington, West Virginia and Wyoming. When premiumrates
as a percentage of payroll doubled in Alaska between 1972
and 1977, Alaska considered astate fundas well. Variations

are competitive funds inwhich employers have an option of

purchasing private insurance and exclusive funds inwhich
the state program is mandatory.

A study by the Research Division of the Alaska Legisla-

tive Affairs Agency published early in 1977 concluded
potential savings from a state fund need to be weighed

against the potential for poorer service from the loss of
private brokers and agents. The study didn't pinpoint how

much employers could expect to save, but it did note the
state would have to make a substantial investment in
setting up such a fund.

According to the study, 65 percent of the employers

surveyed at the time said they preferred a state fund if the

savings were Substantial, but their second most significant

concern was that government involvement in the fund be
minimal. The study also concluded private insurance offers

superior occupational rehabilitation, but the cost of greater

controversy.
In Ohio, where there’ an exclusive state workers' comp

fund but self insurance is allowed, the state’ insurance

investment portfolio has reached S6 billion; spokesman
Tony Mangini of the Ohio Bureau of Workers’ Compensa-
tion says the estimated S400 million in annual investment
earnings are reinvested, and revenues from premiums

"more than cover expenses' incurred in running the pro-

gram and settling claims.

He says rates havent risen dramatically in nearly a

decade. “Ohio has between the IOt and 12th lowest

premiums in the country and is ninth highest in benefits,""

he reports. ""The program is economically desirable for the

employer."* Ohio voters overwhelmingly rejected aswitch to

private workers' comp insurance in 1980. )
A risk manager fromone of Ohio’ largest corporations,
however/says the sole advantage to the state's system is the

can be reinvested. ""The system is very slow to respond-a
typical bureaucracy," he says.

A recent audit of the state workers' compensation
system in Ohio indicated that if the state were tosettle all of
its pending workers’comp claims immediately, there would
be a S2 billion deficit even with the S6 hillion in the fund.
Now there are rumors premiums will increase 30 percent in
1987 to close the gap.

The risk manager blames the overwhelming rejection of
private workers' comp insurance at the polls in 1980 on
“horrible public relations tactics™ on the part of the insur-
ance industry’, and he speculates voters would favor private
insurance if there were another vote today.

While only 850 of Ohiok estimated 250,000 employers
are self-insured, they account for 30 percent of the state’s
employment

The risk manager for a large Alaskan corporation that
self insures, Howard Cutter of Alyeska Pipeline Service
Co., says the major benefits of self insurance for workers'
comp are economic ones, in-house risk management and
personal contact with injured employees and their families.
At Alyeska, any claim over a certain amount is reported to
corporate management. The company also has its own
safety staff and extensive training programs to minimize
the number of claims.

Among the criteria for determining eligibility to self
insure for workers’ comp in Alaska: financial stability
(corporate net worth of at least S5 million), bonding, loss
control programs, number of claims filed in the past, other
self insurance. It's reported fewer than 50 firms self insure
in Alaska.

“Before any company commits to self insurance, though,
it should carefully weigh the hazards against the benefits,""
Cutter cautions. “It should be viewed as a long-term
commitment. You don't do it for the short term, because
once you're in it, it's not always easy to get out." He says
some underwriters are reluctant to cover companies that
have had self insurance because of claims and liabilities
that may arise from the period the company was self-
insured.



‘stay-sick' psychology if they know
there's no job for them to go back to."
Weddle and his firm represented
Alaska Pacific Assurance Co. during
construction of the Trans-Alaska Pipe-

line System when Alaska Pacific wrote
workers' comp insurance for Alyeska

Pipeline Service Co. He recalls the The Fastest Way To Life InThe Slow Lane
pumber of claims skyrocketed in the You are young with a promising career ahead of you.
completed. Claims in the construction But your life is in the fast lane.

industry traditionally, increase as the Cocaine once made you feel alert, extroverted, aggressive,

construction season winds down.

“Maybe I'm imagining it, but it in control; now it makes you feel agitated,
seems like my work load (in represent- depreSSEd, and paranmd.
ingunderwriters in claims disputes) has YOUIre |03in |t
been up dramatically the last few . q '
months,” adds Weddle. Compromises you thought you'd never have to make
Its estimated between 90 and 95 you're now making. Cocaine has affected your health,
percent of the workers' comp claims your relationships and it costing you a fortune.
dispute. W hen there is a dispute, argu- Isn't It time you did Somethlng about the prOblem?
mentsare heard by a three-person panel
fCrom the ?Iaslfrah Bboardd (_Jf Workerz’ CALL US FOR HELP!
mpensation. rd is com . . . .
of sk members.thres representing Tor more information or for a no-cost, confidential
management, three representing labor, consultation, please contact our
all appointed by the governor. Cases are intri B
heard by one laber representative Psychiatric Emergency team at (907) 258-7575.
one management rep and an attorney- Covered by most Insurance pIans.

hearing officer from the Alaska Depart-
ment of Labors Division of Workers’
Compensation.

Many employers complain hearing
panels traditionally have been biased in
favor of claimants. Alaska law, in fact,
dictates that the burden of proof is on
employersand insurers to proveaclaim-
ant IS0t entitled to compensation and
notonthe claimant to prove he or she IS
entitled. Panels hear cases to determine
matters like whether a claimant was an

employee at the time of injury, whether CHARTER T

the injury was in the scope of employ-

ment and the rate at which the injured NORTH HOSPITAL

employee should be compensated.

They also must approve settlements lim it AMgmbgroMneChiric-tMedicalCerporalfon

between claimants and insurers. =] @mﬁyoTéUJMyﬁmf)carp?au\ltlesp L

Says Mary Pierce, senior manage-

ment representative on the workers' mP.0, Bo* 143929 Outside olAnchorage Call-
comp board, “The employee$’ physician (Aé% ?Orage AIaska99514 3929 ' 800-47S-7575Toll Free

is honored as the ultimate authority

unless he's proven not to be credible.” PeopledoRetwellat CharterNorth

She adds state Supreme Court deci-
sions “have had even more impact than
the statutes themselves."
A claimant can insist on a hearing
within 10 days of filing a complaint. 2 7 8 - 3 5 3 5
Attorneys for insurers maintain that
isn't enough time to prepare an ade- TEXT &DISPLAY TYPOGRAPHY
quate defense. They can secure exten-
sions. of course, but at a price. The Moreija.n t50(]2 ty_pefaces
price: paying the contested benefits Interracing .
until the matter is resolved in a hearing. 24-hour turnaround on many jobs
Odds of recovering those benefits later:
slim to none. In one case, an insurance
company is said to have paid S70.000 in
benefits to one claimant before it was - -
determined his claim “wasn’t credible." V b I I k
“The board never calls it fraud," says I S I e n
attorney Nuenke-Davison. They sim- 3203 Wyoming drive, anchorage e hours: mond.Ty-friday 9-5

A viurn 1QH



ply say the claimant's case ‘isn't credi-
ble.”" She complains there's no ap-
parent relationship between the work-
ers' comp board and the prosecutor's
office, so fraudulent claims consistently
go unpunished.

Since workers’comp began in Alaska
70 years ago. there's been a single case
where a claimant was convicted of filing
a fraudulent workers’ comp complaint.
The state's Division of Insurance says
it's investigating four other cases with
claims totaling S380.000 for possible
prosecution.

Adds Nuenke-Davison, "The state
investigates welfare fraud, and it should
be doing the same thing with workers'
comp. The public would be appalled if
they knew whatsome oftheirneighbors
are doing and getting paid for it.” At
present, the only viable avenue for pur-
suing workers' comp fraud is for insur-
ers to sue. That rarely happens, given

AUW 1t RIICIMCCC MOMTMIV

the expense of prosecuting and ihe
bleak prospects for recovery in the
event ofa court victory.

Another attorney. Kevin Dougherty
of the Alaska State District Council of
Laborers, describes Alaska's workers’
comp system as a "pipeline”-one that
has a number of leaks and diversions-
that result in employers not getting
their money's worth from compensation
insurance. Among those leaks and
diversions: attorneys, physicians, occu-
pational therapists and the insurance
industry itself. “Some are taking far
more money out of the pipeline than was
ever intended." he maintains.

Workers' comp is yet another battle-
field for the war that's broken out in
recent months between physicians and
attorneys. Lawyers complain there's no
regulation in Alaska ofwhatdoctors can
charge for treatment. Since a claimant's
physician isadirect beneficiary ofongo-

ing treatment-regardless of whether
it's necessary - the doctor isn't always a
reliable and objective source for the
claimant's condition, they argue.

A spokesman for the Ohio Bureau of
Workers' Compensation says Ohio and
many other states have set i'‘ees that can
be paid for certain procedures. "If a
physician's bill is out of line, we have a
department that finds out why." Ohio
handles workers' compensation through
an exclusive state fund.

Physicians' counterattack: If some
attorneys weren't so eager to file mal-
practice suits. medical costs wouldn't be
running wild. Doctors are afraid of sub-
jecting themselves to malpractice suits

if they release an injured worker too
early. As the system stands, they have
everything to lose and nothing to gain
when they release a patient to return
lo work.

In his recommendations and com-
ments on the new rates filed by NCCI
last year. Division of Insurance hearing
officer Donald Koch wrote that the fear
of being sued intensifies "an already
difficult situation for the physician. In
other cases, the expression ‘ambulance
chaser has been used with some char-
ity." He a'so expressed concern that
claimants "are growing increasingly liti-
gious in a system that is intended to be
no-fault. W hy this is feltto be necessary
should be examined before it gets out
of hand."

The workers' comp board's Pierce,
evhose private practice provides insur-
ance and risk management consulting
services to employers, says the biggest
problems with the system are runaway
medical costs; the means of determin-
ingaverage weekly wage, “especially in
this economy,”and the failure ofoccupa-
tional rehabilitation legislation adopted
in 1982.

1982 legislation mandates that an
injured employee be referred loan occu-
pational therapist cnce he or she has
been off work for 90 days. Mission of
the occupational therapist is to get the
employee back to work.

UT here are three problem areas
with occupational rehabilita-
tion as it stands," says Pierce.

“First of all, the insurer chooses the

therapist. That often 1;ads to non-coop-

eration on the part of the person being

treated. Second, there should be a

mechanism for insurers to buy out of

rehabilitation benefits if the person
doesn’t want to cooperate, and finally,
we need regulations.”

That lack of specific regulations
from the Alaska Department of Labor
to govern occupational rehabilitation is
said to have had a twofold impact: It's
enabled unqualified individuals and
companies to pose as therapists and
forced legitimate firms to waste a lot of
time and money taking measures to
comply with what they think those reg-
ulations eventually may be.

State Rep. Virginia Collins, whose
occupational rehabilitation firm Collins

Associates has been operating in
Alaska since 1975 and now has offices
in Anchorage and Fairbanks, says the
19S2 legislation mandating vocational
therapy prompted a flood of new occu-
pational therapy firms in the state. Says
she, “Theres no mechanism for screen-
ing who's qualified to provide the ser-
vice and who's not. In terms of rehab
qualifications, it's often been a case of,
‘Yesterday | didn't know what a voca-
tional rehabilitation therapist was. and
todav I am one."’



Attorney Weddle dismisses the
state's rehabilitation law as “a joke.
There's no incentive to get back to
work." Pierce, who worked on the bill
prior to its adoption, agrees the law
needs to be revamped. "I'm the first to
admit that it just isn't working," she

says.

‘Adollarspenton workers'
comp premiums isa dollar
thats notbeing spent
on additionalwages,
henefits orjobs.’

Because ofproblems thathavearisen
with Alaska's workers' comp system, a
group of the state’s business and labor
leaders has revitalized the Workers'
Compensation Committee of Alaska to
study changes to make it less expensive
and more effective. The committee's
acting director says a business-labor
coalition is vital to the group's success
because of historic differences between
the two interest groups on workers’
compensation issues.

While previous pushes for workers’
comp reform primarily have come from
management, the latest round of in-
creases has sparked a new awareness in
labor as well. Says one executive,
“Unionshave begun to realize thatevery
dollar spent on workers’ comp premi-
umsisadollarthat’s notbeing spenton
additional wages, benefits or jobs."

Alaska Gov. Steve Cowper report-
edly has agreed to appoint ?n 11-
member task force to study workers'
comp-four representing management,
four representing labor, one “neutral.”
Frank Mears, acting compensation
committee chief, says task force recom-
mendations should be ready for the
1988 legislature.

Workers' Compensation Committee
of Alaska’s goal, meanwhile, is to push
for workable occupational rehabilita-
tion regulations and to identify an
agenda of problems with the current
system, Mears says. “One thing we
won’t be discussing right away is the
level of compensation,” he adds. “Why
start off with a war between business
and labor and jeopardize the future of
the thing right away? Initially, well be
focusing on areas where we can agree."

The level of compensation in Alaska
historically has been the biggest bone of
contention between labor and manage-
mentwhen the subject of workers'ccmp
has come up. Employers want it re-
duced, labor doesnt. The issue is a
political hot potato, one that Alaska's

politicians aren't likely to be eager to
handle.

Laborers’attorney Dougherty main-
tains there should be no cap on benefits
at all, since limits on wages are just as
damaging fora highly paid employee as
they are forothers. Adds he, “The whole
concept of the system was supposed to
be that employees would exchange the
right to sue forwage replacement. If you
had the old laws and today’ juries, you'd
be seeing a lot rf SI million verdicts."
Responds Alyeska's Cutter, “You hate to
penalize a person for being injured, but
you need an incentive to get him back to

work.!" '
In.the absence of a strong economy

to temper the effect, of the virus in the
state’s workers’ comp system, many
Alaska employers in labor-intensive
businesses will continue to be easy vic-
tims- with no antidote. Their only de-
fense: an aggressive corporate safety
program that enables them to limit the
number and severity of claims.

A company's premiums are tailored,
to an extent, with “experience ratings"
that increase or decrease individual
rates on the basis of past claims. Experi-
ence ratings are derived by comparing
the loss performance of a specific
employer with the average of all em-
ployers in that category.

An experience rating of “1" means
the employer’s claims in recent years
have been similar to the average. An

experience rating of "0.8." on the other
hand, means the employer has done
better than the average; with a standard
premium rate of S10 per $100 of payroll
and an experience rating of 0.8, his
premium would be $8 per S100 of pay-
roll. The opposite is true as well. If an
employer's loss experience is worse
than the average, hell h;ve a rating of
greater than 1 and pay a surcharge
above the standard rate. Some Alaskan
employers have experience ratings of
more than 2, and they pay more than
twice the standard rate because of it.

Says William Gee, accountexecutive
for Frank B. Hall & Co. of Alaska,
“When the economy was booming, a lot
of employers didn’t take the time to
worry about loss control; now some of
them are paying for it. If the economy
were going as it was a few years ago,
you'd be hearing a lot less complaining
about the rates today. In this economy,
employers have to make sure they know
that the way to reduce their insurance
rates is through loss control."

Adds Pierce, "Safety is the only area
where an employer has any control. In a
bad economy, there'salot. ore interest
in cutting injuries in the workplace."

The recession has sparked a lot more
interest in wiping out the virus, too, but
the cure for that will have to come from
the legislators and judges who've cre-
ated and spread the infection and the
officials who administer it. O

How to geta $2,000 tax break
-and retire richer.
Now. anxone who has an earned Income can set up their own Individual

Retirement Account (IRA).
Through 1986

even Ifyou're already covered by a pension plan, you can put up

0 52j000 away each year. In addition, you can dedutct your IRA contribution on
your federal Income tax return. Married couples can save $2,250 annualh( Ifonly
one spouse works, ug to 4000 1f bath work. Not only Is Ihe principle sheltered

from current taxes,

ut the earned Interest Is shelteréd, too.

Remember, not all IRAs are equal. A New York Life IRA annuity, for example,
can provide: 1) protection against disability and 2) a guaranteed income for life.

N __Ask_m fior_full details. Or send In this gougon. i

BALDWIN FINANCIAL CONCEPTS {
Walter L. Baldwin. CLU R m »

Leona B. *Noni* Baldwin. CLU N |

New York Life Insurance Co. m 11 H '

2525 Blueberryf 107. Anchorage. AK 99503 '
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WHAT YOU SHOULD FIND OUT
ABOUT THE PROPOSED WORKERS"COMPENSATION
LEGISLATION

If you are covered by Alaska State Workers' Compensation you should be
extremely concerned about the proposed Ieglslatlon. Approximately 10% of
you are gomﬂlto have time loss injuries In 1988. Of this number about 21%
are women. No one regardless of occupation is Immune from Injury.

You have heard a great deal about how fair the new legislation isto
employees, There are many bad aspects to the legislation but ask your union
representative or your legislator the following quéstions:

- gl
* 3Why ic itfairto reduce weekly tfeneffteVySt areuneWe”wdat
In Ateeka on the preeertt benefit rate, (The evemge check about
$940.00 per week.) Under the new law thiswould be iwduoed to
about $170.00 per week depending upon which state ytotmove to
; ifyou leave Aisska. .
&JL -Whyte itfik to pay art Injured worker a reduced jrate wteeefcWa
dauae would tend to promote Outside Mra -
%:- *Whyte ftfairto stop temporary dlsabntty payments wherifour
(notary has heated even though you stfiiffcannot return towork
“because of your Injury.
n WHYy tepwent youfromchanging doctom moiwtlisst -I.
one# without the adjuster 3 permission.
Whvtettfsk toallow an adjuster to send you to any teats inthe
 nstkutae oftenas every thirty days fora medical exam whether
you fitsttdr net

7. Why lait® Nan Outside doctor"s report is in your favor and you

» cannot gataucharffrortbefore the Board without paying, in
achrwics, foryotetaryer to take a deposition of the doctor.

£. \Why.te ttfterto reduce the maximum diaabitity payment stk>w*bto
fromits present $1,850.00 down to $700.00.

9. Whvte itfair for the insurance adjuster to arrsnos faranother
doctor to overrule your treating doctor.

10. Why ie rtteltto reduce your temporary partial disability payments
from live years to tan yearc.

Ti.*Why laMitiL torexample, ifyou have a 20% disability of your teg
anrfwdFhow flet$16,864.00 gf receiving the average payment of
$940X0 par week} but under the new law, you wiH gat $3,480X0.

12. Why lalt that no injured worker has ever been appointed to
the various “Study groups"” to research the aiiegad problems
with the present Alaska Workers Tompensation system.

-

If you gfet & ‘isfactory answers to the above questions then by all means
tell yourlegislator that’you support the new law. _

If you do ggl get satlsfactor%/, answeys, then tell your legislator that If he
votes for the new law he Is voting against you. _

There are many ways of reducing the coSt of worker's compensation that
apparently have not bieen considered.

; Written and paicWor bg Gil Johnson and no one else.
4120 Laurel, Suite 102. Anchorage, Alaska 99508
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Reform Alaska’s workers
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recover and to rclum to gain-
ful employment. During the
time ol disability, the worker
should be fairly compensated
at a level comparable to the
income lhat would be generat-
ed if the worker was on (he
Job at which the Injury oc-
curred.

However, the basic premise
of workers' compensation has
been altered In Alaska. Under
our system there is little or
no incentive to return to
work.

Why is Alaska's system so
expensive? There Rre numer-
ous reasons. Alaska is one of
only two states which provide
lhat benefits-paid to an In-
jured worker will be based on
200 percent of (he statewide
average weekly wage. This
can result In a weekly com-
pensation wage of more than
$1,1000, tax free, while the
salary an employee may have
been earning while on the Job
was significantly less.

To make matters worse, a
worker injured in Alaskn
may choose to move to anoth-
er state with a substantially
lower cost of living, yet be
compensated at the rate deter-
mined In Alaska.

Compensation Is based on a
worker's income for the past
two years. Under Alaska law
a person can work on the
North Slope eamlIne $40,000.
then switch to a Job paving
half that, become injured on
the new Job and be compen-
sated al a rate based almost
totally on the prior Job. As a
result, that person would cam
more fiom workers' compen-
sation than from working.

Unlike many states. Alas-
ka has no provision for peri-

odlc reviews of standards for
treatment of injured workers
by medical or rehabilitation
providers, nor any guidelines
for fees.

Many other factors have
driven up the cost of coverage
Including runaway medical
costs, the failure of occupa-
tional rehabilitation legisla-
tion passed In 1982, a lack of
limits on benefits and a lack
of fraud investigation,

Alaskan employees are be-
ing excluded from Alaskan
Jobs because Outside compa-
nies can bid on those Jobs
using an all-states endorse-
ment, which allows payment
of workers' compensation
based on the home-state rate,
even though the Job Is In
Alaska. As a result, Alaska
companies paylrg premiums
based on Alaskan experience
eanno.t compete for those Jobs.

To remedy these and doi-
ens of other faults with the
system, the Workers’ Compen-
sation Committee of Alaska,
a statewide organization, Is
reviewing every aspect of the
law. WCCA hopes to present a
legislative package negotiated
by labor and management to
the legislature in 1986.

While employers hr# the
only group that pays premi-
ums, this Is both a manage-
ment and labor Issue. As pre-
miums rise, businesses will
fold, taking heeded Jobs with
them. It is in everyone's Inter-
est to make the system work
as it was originally intended.

Z slave Haig la priildm! ol
Wotkere' Compensitlon Commit-
tee ol Atieka.
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Worker'scomp

<34l0

It appears thatthe worker’'s compensation prog-
ram is part of the problem for,AIaska‘comEanles
trying to compete with companies from the Lower

4R ,
The premiums for most basic-industry com-;

panies are outrageous. Construction companies fre-1
quently pay $20 for worker’s compensation insur-1
ance for every $100 they pay their employees, while
logging companies pay mere than S50, Rates are
scheduled to take a 25 percentincrease in January.

f  Theratesin Alaska are significantly higherthan <
the rates in other states, andthis gives out-of-state
companies abig advantage in bidding against Alas-
ka companies,for Alaska™work.

~ There is evidence that the problem has caught
lie attention of the Le?lslature. The House Labor
and.Commerce Committee is pledged to reporta bill
designedtoreduce costs and make'the program fair-
ertoworkers and employers.

The state should start by getting more controle
over the worker's compensation program. The
Legislature should review worker's comﬁensa,non
programs from other states for ideas onwhat might
work here. Oregon, for example, has its own work-
er's comp program, which is available along with
the insurance companies’ program.. The QOregon
program rewards emp_lor%ers with clean safety re-
cords with lower premiurms.

According to the table printed below, which was
published recently in U.S. News & World Report,
Alaska’'s maximum weekly rate of payments for
worker's, comP claims is $1,108, nearly twice the
second highest rate of $632 paid by lowa. A worker
injured in"Texas receives only $224.

. Wages and cost of living, obviously, are higher
in AlasKa, but are they that'much higher? Any plan

torevamp the worker'scompensation system should
take a clgse ?ook at. the ratépof paymer¥ts.

Another problem with Alaska's system is the
adversarial relationship it promotes between the
workers, their employers and the insurance com-
panies. Lawyers frequently dominate the proceed-
Ings, their fees adding to the costofworker’s comp.

There will always be areas of disagreements if
workers feel wronged by the system, but disagree-
ments will decrease jf the syStem becomes more
responsive to the workers.

Alaska’s system of worker's compensation
tends to discourage small companies and encourage
large ones that are well capitalized and can afford
mgﬁremlu‘m s. Companies based Outside benefltthej

Thereis noreasonwhy Alaska-based companies;
can'tcom Wte with other companiesif the conditions
are fair. With the amount of construction in our;
state, Alaska should be developing companies that;

can compete for jobs Outside,. not have jobs here
taﬁ<en bypcompanijes ?rom Outside. | |

Maximum weekly worker’s comp nsaticn

AIBSKR £1108  Rhode Jsland
W XD Rhone send.... £520
IO - 509 South Carolina..... oy
|Jew Hampshi o orth Caro'loa. .. ol
Wasmn ton. D' EW Jersey :
gton. B - Sy 302
COMEGHGi. g I i
ichigan... e N%EEiDa%%ta """"" 2%
[ :::§ o DDA =
assachusetls - New MexICO.....v.. o0
Ao 376 Mlssoor..... —— 0
He”ﬁi¥ --------- ::."gg% OUISIANE. v -
Minnesota... %i
Greqon..... . o
i |
: 3 -
YO A T 0
i g frena o
i TR i
fotap ooeme
Kentucky... i BT 140




WORKERSA”™ .

(ContlnueOI from page A-I) ' Sulfrecémedrcal P Xmentst
k% benefit from Q%Percentof the ustial and customary criteria o

el 0 1D
e mu‘r.ﬁef.r&aerﬁerrr e
Chanainat rnr k eror rarg bac aﬁnec
X ben fatgLﬂw ﬁ% Vgﬁr O%avr\r& e reaen
ejrgF V(\S?heer\rvrc’se tSY\c/)a er Prftle usin errcan K/Fedrca
S 'P
re :ﬂ)ﬂc‘tatron prog-

prev?} y I $S0 |Iant]|(|)rrn€r
onsider an.employe .
veste Fensronc rrbrwg s¥n? famSEé [ ?

Pay ene its if acarm rsd nied
aP({se ano er em oyer
abr

FanIv e unii suéh
anle sa

r de ermrne

ecommr eesh Ve
recerv erous |ons or
corre srn es om-
ensa ro S¥ﬁ lle We op e
0 rm%i em as muc
ossible. rbrrng e nctt sesson
ere wil th

aa/ take 10nger f Srp%?%é t ﬁ‘é

Termping a Weekly i Jee from mak-
E #\narn VI nya A comp%n tron cIarm | i he mainthing p 8%
owan nure wor e e Inc ea an nt [ .C ”ﬁ e when, he u
his or er tre thng artaI nerK or 1S hatr |sa obs
cran W}P ce without t rrten ever rnJ re r 0Vers gre av ay e
consent of the employer. % equr employer oyees off, in par ecause of the

§5,
97§s%+%§%lSs S

Ve, sy kg &
999

|on r es and
ISis one

h c m}HWer\r/se

area th % Péature ca

ma eanposri\y ont e (E

situation In Alas alrrv out s%arr

ing more money, Donley sa
We re trying to do the best we

ard

t&e

The (ﬁEChO ageaBem cra

an enaeT or G
%nc ora e, hav?%ecgrﬁg [lorrsrr

Omﬁw ANGS i Be Jn June U0
?ﬁ 5r]2m g%ghoragehfan rrzrg a

b



quality services

DEC 15 1987
Date.

Fairbanks Daily News

First of a series

It’s a system full of questions

alo In

Key Ieg|slators predict that

attempts to revise the workers
compensation system wiill
emerge asoneofthe topissuesof
the 1938Legislature. In thisfirst

ofa four-part series, the News-
Miner examines the system and
what's wrong with it~ ,t
By BILL KELDER
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IORKERS
(Continued from page 1)
said that one of their top priori-

ties in 1983 will be to straighten
out the workers' compensation
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the state Department of Labor
as a rehabilitation administra-
tor with the workers' compensa-
tion system. Frustrated by that
system, he recently quit his job
and now works with a private
vocational-rehabiliation service
in A chorage

gngsa(}t? oy %estc’evmvotr\kagr?ro N
ihers % P V\e?s/her

Hi
rrre arrtres In the laws Eﬁlé

atrons overnrn ﬁ

em; rre rrtres WOF
%EUHSI ﬁ/%tem andt

éne nin g

servin
D rrﬁr.mtr
es hesardb rt -

e SYS
tem
%rn
0 amo ncom-
en UOﬂ a mer

et -

EVEr, earg

e in UH
Can

at's hrs ncentrve f0 takrgr tne

Wweréo]a grlg and get orf t

-[nere Isnt any incen ve ,
sar ers er, "so’he m aé -
0n compensatl aﬂ '

et ar e moneyp

'medica bene Its.

D rshersard the systemn eeda

a] ance e ent erignts
etespon tres of the em-
to an those of the en-
alance that ont

eﬁ e eac mrstrustrng t
Too often, the system pits the
Injured emptoyeey nd the e

oNey again an stworEyor
”‘ow rvr%roeoncere all rtated -

ployer against each other The
poyer secgst rrn ured e
nst ?ecr téhnat
ert rm as
ers e sa
Iae t es sema on
o eve ade nrtrono rs
ry, om r n wlac S.
an ed atorne
|oses rs andrn anI
acc eb Y as a
me rca drsa Sy t1sthat.a
aﬁe arnrng a rrty or er
stiff able to ractr eba
eamnw ee me deor%
acei en els & Those
are dt rn s efinitions VVE
Htol make t e System wor
T ew insyrance adjusters
ﬁdlﬁéurr. ki
or er com ensatr n
a&ns anot er pr

“The co ensatr ns st mi

" ave ex an CONvVo ute
ISSues unr uetolt-

eton estatet to ual-
rnsurance a usterto

e hese cases, there are
our Uestjons relatrn to
épensar n, rs er said
re's.a rence
eena ustl acarm (or
b b
h% be a(he tFé nk a arn
EiE N to. be more mJ
i pensatronquestronsonthete
These Irre uIarrtres Iead 0
I&tr ation, Dels whic

I es the cos? oF t?re s%stem

f mp er Xeg
F so a at]
avalla bIet thosew must

. Operate and requlate tﬂe sys-

g

‘pensatjon SXS'[G[T]y thFOU

tem. "The state division of wc
ers’compensation has no wa.
check on how the insurance c;
panics come up with the figu
they say justify an increas
Deisher said. "If they ca
check the figures, how can
know if the figures are ac
rate?"
Stat nd other
IS Sta
nott
art, the sax that the fat
ViSion 0 ﬁurance lacks :
ﬁtatutﬂ .authority to exami
ow t If'l ur NneC compan

COB}EISL#P frf Says ?re %vrr)?ﬁes '[

at St erorts to revam
rkers’ C(f pens ron r%/ e

nay actually resu

€S stem OI’SG—t at some

’]GS stem's may
n out

ets ac tO nowrr
gOUW nt {0

rcraI

f—o-._...—o-ﬂ

ere 30 and tx i
[ DSeicher . g
ANSWErS tOt 0Se two %ue {Ion
rev m[o]rngn sensgs e

make
For Wednesday: the cor.

_"-E

eyeso fwo employers.



Workers’ Comp
Out of Control

W orkers' compensation insur-
ance premiums could increase
by up to 68 percent for some

sectors of business in Alaska, according

to Alaska Division of Insurance Deputy

Director Don Koch.

Beginning Jan. 1,1988, premium in-
creases will cause businesses to pay
about S38 million more for workers’
compensation coverage, or an average
of 25 percent more than in 1987 under
anew rate filing (see Table 1).

"This filing could not have come at a
worse time," Koch said during public
hearings held in late October. "I have a
suspicion these rates will still be some-
what inadequate. The 1987 filing (an
average 14.3-percent increase) was ab-
solutely deficient."

The rate increase comes through an
analysis by the National Council on
Compensation Insurance, an organiza-
tion responsible for analyzing insur-
ance rates in 32 states.

In Alaska, workers' compensation
claims paid by insurance companies
have more than doubled in the past four
years, from S71 million in 1983 to more

than S150 million in 1986, despite a .

drop in overall state payroll to pre-1982
levels, said Koch.

Between 1979 and 1986, wages in
Alaska rose about 30 percent while hos-
pital costs escalated 80 percent and
other medical service costs skyrocketed
90 percent, according to state figures.
For 1986, medical costs increased by 6.8
percent, while indemnity payments in-
creased 30.2 percent. Indemnity costs
include payment of wages while recov-
ering from an injury.

The Workers' Compensation Com-
mittee of Alaska Inc.. an employers

.By MARK HARRIS

group, began work last winter to get the
laws changed. As this article was going
to press, a WCCA task force of four
management and four labor represen-
tatives was completing a legislative re-
form package to submit to the Alaska
Legislature next month. New legisla-
tion will focus on changes and adjust-
ments in fourmain areas; vocational re-
habilitation, compensation and bene-
fits, medical parameters and the sec-
ond-injury fund. Points WCCA would
like to see addressed within these areas
include the following:

Vocational Rehabilitation

. Voluntar?/ Latmr than the current
mandafory . fehabilitation pro%ram,
with eligibility getermined b}{,| par-
tial firm3 not ‘able to later deliver the
Service.

* Re-employment-preparation bene-
fit provider to be chosen mutually by
employee and employer. The plan to be
signed off by qualified rehabilitation
professional and recipient.

* Rehabilitation plan length speci-
fied. Benefits to end for clearly defined
non-cooperation.

* Rehabilitation benefits' end to be
triggered by testdevised to establish re-
employmenteligibility.

e Law would establish maximum
tuition and supply costs for rehabilita-
tion and would set timeline for design
and implementation ofa plan.

 Remove financial disincentive for
returning to work by establishing a
schedule for injuries and the end oftotal
temporary disability payments when a
worker ismedically stable.

* Begin partial disability payments
at that point with rehabilitation ser-

TABLE 1
Average Range
OllandGas 43% 10%-68%
Contracting 2P 4%-54%
Manufactunng 105% -14%-36%
Al Other 176% “T%-43%

16 Alaska Construction &Oil Dtctntbrr iya~

vices WorKer would have :no,Cv a
final disability payment without reha?
benefits or lower payments with rehao
and re-employment training.

e To determine "gainful employ-
ment." benefits would terminate when
a worker is ready to be employed rather
than at actual employment. This would
include a labormarketdefinition.

* Medical disputestobesettledby an
independent medical examiner rather
than attending physician.

Compensation and Benefits

* "Gross earnings” definition which
restricts some fringe benefits. Compen-
sation to be reduced ifclaimant is paid
by apension or profit-sharing plan.

e Where injury liability is in ques-
tion, the last employer will be held li-
able to pay workers' comp until specific
liability isdetermined.

* Compensation rates would be tied
to the recipient’s current area of resi-
dence, allowing forrecalculation ofben-
efits if a claimant moves to a region
with a lower costofliving.

Medical Parameters

e Limitthe numberoftimes aclaim-
antcan change primary physicians.

 Limit on doctors’ claim amounts
from workers' comp recipients. "Rea-
sonable and customary fees" suggested
at the 90th percentile as scheduled by
the Health Insurance Association of
America.

e Limit on number of medical visits
a claimant may make to doctors before
an independent medical evaluation is
made.

e Adefinition of"stress" as a cause of
disability and when this can be claimed
asacompensation igjury.

Second-Injury Fund

e Abolish and replace with a "Re-
tum-to-Work” fund administered by
the Division of Vocational Rehabilita-
tion, to provide incentives for employ-
ers to hire an injured worker. Incen-
tives to include fund-paid jcb training
and cash bonuses for employers who
hire injured workers. Fund to be sepa-
rate from workers' comp system.

e Claims now being paid by the Sec-
ond-Injury Fund would be sunsetted
with final payments negotiated with
claimants.

Steve Haag, president of WCCA.
stressed that the above points are what
the organization would like to see en-
compassed i.i a legislative package. At
press time, management-labor commit-
tees on each ofthe four major areas had
not endorsed all points presented

here. Q
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Workers’comp legislation no help to workers

By CHANCY COOFT

Workers "compensation refoim whs touted
ej reducing coiti IS to 20 percent until
reality entered the debate.

A itudy by tbe National Council of Com-
pensation Insurance was followed by a sec-
ond major itudy from a private actuarial
firm. Bol'S concluded that the legislation
under consideration In Juneau would not
raduoa opats. There might even be a cost
Increase) Yes, that'i right — the hard number
boys aald there might be a coat Increase.

The bill waa touted aa providing Jobs from
cost savings to employers. cViLhout any cost
sarings, of/course, no Job* will be created.
But eanators, anxious lo please their busi-
ness constituents, ignored tbe bard facts and
passed a resolution — which has no legal
affect f— a king, Insurance companies to
raduoa prSCEfumS byrh percent.

Iran a fictitious 2 percent reduction
would provide a saving of only a few
hundred dollars to the average employer.
The permanent fund dividend would be three
times as largs as any fictitious savings to an
, employar under SB 322.

Do wa have the moat espenslve workers'
' compensation system In tha United Steles!

No. Several states have more expensive
« systems, Including Oregon and Montana.

An wa tha only state that's facing an
jliaereaee? No. Oklahoma. Louisiana, South
‘e Carolina, Maine and New Hampshire an alt

faring larger increases.

So why la then an Increase In Alaska?
* Nobody can say for sure. The Division of

Insurance has no figures, tbe Workers' Comp

Division has no figures.

Th* only thing we know for sure Is the

Injury frequency hss hit a 10-year high and

that tha delay In handling cases has In-

( creased 70 perc .~ This alone probubly
RCCrrifes fnr nnthFﬂfyTt* Inc»>rnr Bill SB 227

CtMPASS

POINTS OF VIEN FROM OUR COMMUNITY

Ignores safety and makes delays worse

If the legislation does nothing to control
Insurance companies or reduce premiums,
does It benefit Injured workers? Only a few
workers at tbe expense of the many. Some
legislative provisions are good. Many more
are rcgreaslva.

The benefits are Dot worth tha price most
Injured workers will pay.

* Seriously disabled workers get less. Peo-
ple with dewed bead Injuries, burn victims,
multiple trauma Injuries requiring repeated
operations, all are arbitrarily cut off tempo-
rary disability afteriwo years. This Is done
In tha name of a fates pnanlufa reduction to
those employers who caused the Injury In the
first place.

« All payments to* permanent partial
wage loss are totally eliminated. This would
make Alaska.tbe fInfl state lo reject Compen-
sation to.lnjured workers based on perma-
nent lota of earning capacity, lasteaii pay-
ment la solely on medleel Impairment,

If you're a lawyer and lost an pm youfl
gat a lot, bat If roe'ts a laborer With e bad
back, you're mostly out of hack'. '

* Workers pay thsirown tints loss during
rehabilitation once they are medically ate-
tlonary. -

A worker's right to a determination of
actual earning capacity la Ignored, claims
btsed on stressful jobs are excluded, compen-
sation Is limited regardless of actual cam-
Ings, out-of-state benefits are reduced <n
similar provilrinn war declared unconstitu-

tional yetrs ago) and workers get only one
choice of s doctor.

* Court review of board decisions Is se-
verely restricted.

But even more strangely, all medical
benefits are excluded To the average Alaska
family, medical benefits are more Important
than pension. Some stales have mandated
that employers continue health Insurance tor
Injured workers —why not Alaska?

The legislation was the teiull of long
hours of bard work by a select group of
people. But It has three philosophical prem-
ises not In the Interest of Injured workers.

First, tbe legislation Is arbitrary. What Is
the legal or moral authority to make arbi-
trary rules about Injured workerg? Who can
~ay that some workers get a high percentage
of their pre-injury earnings and others have
to get by on leti? Why aren't all workers
treated equally?

Second, a case Is closed regardless of
condition. Injured workers are treated like
dated products on a grocer's shelves. After
time, they are disposed of.

Third — and lha moat serious fallacy
behind this legislation — Is the notion lhat
workers' compensation can be reduced with-
out reducing benefits. It's a nice theory, but
It doesn't work hare. In abort, tbcre'a no free
lunch. This bill la tbe first workers *comp
legislation In < long time that both raises
costs and reduces benefits!

The theory of workers' compensation leg-
islation la “"that the coat of all Industrial
accidents ahould be bom by the consumer as
part of the coat of tbe product.” Seartbs vs.
Northern Gas Comptny, il pacific 2nd 960
(Alaska 1970).

If workers' compensation Is costing loo
much. It's because employers are Injuring too
much. If the cost of doing business In Alaska
is too great because workers are too careless.

A ska busmesses
rea ny eserv
ecoriomic bal ut rog1 the
state an a subs ¥ g

|nJured workers,

why reduce benefits to Injured workers? D»
Alttka businesses really deserve an econom
Ic bailout from the state and a subsidy by
their Injured workers, as well?

Workers In other states are flghllog win
ning battles for a higher minimum wage,
decent health Insurance and better working
conditions. Why do Alaska workers have to
settle for a second-rate compensation act?

So, | come back again to tbe queitlon each
of us should ask. Why Is It that when Injured
workers and businesses alike are affected by
Increased delays by tbe Division of Workers'
Compemstlon, tbe leglslitlve solution Is In
Increase those delays? Why Is It that when
workers' romp costs Increase because of an
Increasing Injury rate, nobody does anythin?
about safety?

Why Is It that If Insurance oompanlea warn
an Increase In premiums on# rear, nobody
asks if they made excess profits years br
fora" Wby Is It that every time something I-
dene about Insurance costs tha reaction I;
always to reduce benefits to the aisle's 23.00'
Injured workers? Why must the worker
always pay the price?

O Chancy Croft le an Anchorage attorney.
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Workers’ compensation bill a ‘win-win’solution

SRR,

Tor employsn la Aluka, workers' compen-
sation reiorm Is not an Issue of Insurance but
a matter of survival. Skyrocketing premiums
for workers' compensation Insurance have
eliminated many Alaska businesses and Jobs.

For employees, workers' compensation
should be exactly that, not lawyer, doctor,
chiropractor or vocational rehabilitation com-
pensation. Tbe system was dcalfned to com-
pensate an Injured worker for lost time and

wages and to belp return an employee to.

productive work.

For (he past 18 months, Individuals repre-
senting Alaska employers and labor unions
met es a combined labormanagement task
force to study and recommend changes In the
workere' compensation statutes. Tbs goal of
tbe task force was to reduce the cost of
workeis' compensation In Alaska but not at
the expense of tbe Injured worker.

Working together to solve problems and
Improve the. system for both In Ihe process has
tsuly resulted In proposals that are a win-srin
situation lor everyone.

Under the bill, minimum weekly benefits
will be raised from fllo 81M while the
max Imum -»U1 be dropped 81100 D 8700.
Labor Luilevu this Is necessary to better
provide for individuals at the low end OF the
scale who most Deed it.

Tbe changes proposed In the permanent

partial disability rate structure will signifi-
cantly Increase payments to tbe more severely
Injured workers while putting reasonable
time limits on tbe length of time some
benefits may be paid.

Xmployer disputes over who Is responsible
for paying claims can cost an employee his life
savings possessions. The proposed legisla-
tion would eliminate those possible conse-
quences by requiring the last employer of a

worker to pay claims until a dispute Is
resolved.
The bill would prohibit discrimination

against workers who have filed workers'
compensation claims. But benefits could be
denied to an employee who knowingly misrep-
resents his physical condition prior lo employ-
ment.

Management end labor agree that medical
costs must be contained to achieve any signifi-
cant premium reductions. Currently there Is
no limit to what medical providers can charge.
Our proposal limits medical chargee to usual,
customary and reasonable fees, similar to
controls used In medical Insurance plans.

Medical providers would be required to

establish written plans for treatments of a
multiple or continuing nature. However, the
proposed legislation does not limit treatment
If It'e proven lo promote recovery.

The bill proposes a cost-effective, unbiased
method to fettle medical disputes which cur-
rently result In lengthy and costly litigation.

Both management and labor strongly en-
dorse a voluntary vocational rehabilitation
pfpfram that provides effective end efficient
services to the worker.

When carriers control a mandatory rehabili-
tation system that's tied to tha claims process,
M Is lhe case now, abuses occur oo both sides,
folicred by a lack of trust that produces
program failure.

La voluntary program which takes service
provider selection away from the carriers
removes It from tbe claims process. Tbe end
result should be more cooperation from the
Injured worker and those providing rehabili-
tation services, lesa litigation and lower costa.

ILabor agreed with management IhM limits
to avoid an avalanche of stress claims are
nkessaiy to prevent further rate hikes and
lost Jobs. The bill Includes reasonable IIm Iti.

.The proposed bill would also allow recalcu-
lation of benefits for recipients who move
outside Alaska based upon differences In tbe
cost of living between Alaska and the "Lower

Labor believes that by supporting these and

other changes a neater portion of workers'
compensation dollars will be directly allocat-
ed to Injured workers, and a cost effective,
equitable program providing Incentive for
Injured workers to return to work will be pul
In place.

Predictably, some attorneys and members
of tbe medial profession have criticized our
efforts because we focused our concerns on the
litigation and disputes that are presently built
Into the system.

We would hope that reasonable people
would put cnocerns for Injured workers ahead
of vested financial Interests such as those held
by crtlks of our efforts.

The major asset ol any Alaska business Is
Its employees. When an employee becomes
Injured through m work related accident,
Immediate and adeouate medical treatment
should be provided. They employee also
should receive adequate compensation for lost
wages while the employee Is unable to work.
Tbe legislation now being considered will
ensure this continues while, at the same time,
making the system affordable and thereby
helping employers provide the Jobs on which
labor depends.

CRobert Anders | tre field agent foe Queritdl
ineers Local 82. 8levs Rnenbe Bqu(Hr%
UR Company, s firecal g fu.



.Alaska Independent
Insurancelvgents & Brokers, Inc.

March 11, 1988

Representative Dave Donlay

Chairman House Labor & Commerce Committee
Pouch V

Juneau, Alaska 99811

Re: Proposed Workers Compensation Legislation (HE 352 / SB 322)

Dear Representative Donley,

The Members of the Board of Directors and the Legislative Committee
have requested I write you this letter and copy all members of the House
Labor & Commerce Committee & members of the House Judiciary Committee.

We support the efforts of the WCCA (a group of 1labor and management)
to draft Legislation to revise the current Workers Compensation Statute.

H3 352 and SB 322. This 1is a very difficult area, as the Workers want
maximum benefits, and Management wants affordable premiums. We request
you work as closely with this group as possible. They have spent
numerous hours and have made considerable compromises to achieve an
acceptable piece of Legislation, and even though it may need some
amendments before it succeeds in reaching it's original intent, we
believe that they are the best group to accomplish this goal. As the

goal is to make the system better for both the employer and the employee.

We wish to request that no consideration be given to mandating
reduced premium in this area. It has been tried in other states, and it
doesn"t work! You cannot force private enterprise (Insurance Companiss)
to sell a product (Workers Compensation policies) guaranteed to lose thenm
money .

What will happen if this is attempted, is that some Insurance
Companies will just stop writing Workers Compensation coverage 1in Alaska,
other Insurance Companies will just refer all Workers Compensation
policies to the Work Comp. Pool, which 1is presently approximately 30%
higher than Standard policies. So by mandating reduction in rates, you
will actually have the reverse effect in the market place.

We thank you for taking the time to read th.s letter. If you have

any questions or comments, please let us know.

Patrick S. Cowan
Executive Director

P.0. Box 1547 = Soldotna. AK 99669 = (907) 262-4136
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On the back page (February 21, 1988) cf the Metro Sunday section of the
Anchorage Daily News is a full page ad stating the benefits of the proposed
addendum to the Workers' Comp Law.

The vast majority of workers never expect to become injured on the job.
No sane person would deliberately disable themselves. However, even though you
may be meticulously cautious, you may be severely injured by a co-worker or as a
result of employer negligence. If you are injured because of negligence on the
part of another person and they refuse to pay you compensation for your true
loss, you take them to court. Under our democratic system you can have a juri
determine the responsibility for your injury and value of your loss. However, if
you are injured while performing duties during employment all of your rights of
financial recovery are taken away from you. The Workers' Comp Law has gradually
become more anti-worker and the new proposed legislation will take away even
more financial assistance from an injured worker.

It is hoped that no individual ever falls under the Workers' Comp Law.
The law allows the insurance carrier to be ruthlessly harsh and cruel to ire
very person who should be treated with consideration and sympathy. Instead he is
treated like a criminal. He is badgered ana intimidated until he either caves in
to their tyranny or commits his life to an all out war with them. An insurance
carrier should not be able to deliberately punish a worker because he has been
injured.

The r. :een points stated in the Daily News Ad, on Workers' Comp.,
should be addressed individually to consider their accuracy.

1. There is a negligible increase in the permanent impairment benefit.
However only $10,000. is allocated for a re-employment plan. This allocation is
separate from the weekly benefit payment. When that fund is exhausted :he
employee only receives 60% of his spendable income. The law now allows benefits
of 80% of the employees spendable income. Also, a workers pension plan will be
kept current under the new law. However, if an Injured worker is forced into
early retirement or files for permanent disability on his pension plan, these
funds, which he has paid into his pension for many years, will be subtracted
from his Workers' Comp disability payment.

2. If an employee works only three months in each of the two calendar
years preceding his injury, his benefits will be determined in a more reasonable
manner. However, only minimum wage is guaranteed. Ask yourself, could you make
your car payment or take care of your other obligations on Alaska's minimum
wage?

3. The greatest financial burden to the Workers' Comp Law as it is, is
the rehabilitation program. The insurance carriers have used this program to
controvert claims and prolong just compensation. These totalitarian actions of
the insurance carrier will not be changed under the new law. Under the new
legislation an injured worker will be allowed to refuse the insurance carriers
rehabilitation plan. However, the employee will be made to suffer because of his
decision.

4. Any time tne phrase "encourage co-operation” is used the employees
basic human rights are in jeopardy. The rehabilitation counselors are working
for the insurance company and not the injured worker. So when the rehab
counselor tries to take your right to privacy, self-determination, and pursuit



or happiness, in reality, it is the insurance carrier who is abusing the injureo
worker. The new legislation will bring about even more human rights abuse.

5. The suggestion to establish minimum qualifications for rehab
counselors is only a cover to convince labor they are going to be treated
justly. In reality the wishes of the insurance carrier are given first priority
over the injured workers best interest.

6. Physicians charge workers' comp patients the same a3 any other
patients. The insurance carriers are trying to set fees which are much less than
is usually charged. The reason behind this proposal is to discourage physicians
from giving thorough and complete treatment to an injured worker.

7. The proposed new law will set up an independent medical doctor to
determine an injured workers injury status. This is an affront to the medical
profession. The independent doctor can give an opinion which is completely
different from your family doctor's diagnosis. The independent doctor has the
final say and you cannot sue him for future damage incurred by you because of
his judgment. This law will only give the insurance carrier more tools to
defraud an injured worker.

8. The phrase "encourage" is used again instead of "demand". The
insurance carrier will demand that you take the medical treatment they dictate
even if this treatment is detrimental to your health or life.

9. In many cases continued treatment of an injured worker will not
promote recovery. However, continued treatment is necessary to maintain a
minimum of suffering and side effects detrimental to the injured worker. The new
law would terminate this, treament when it was determined that the injury itself
was not getting any worse.

10. There are so many ways to subvert a discrimination law against a
previously injured worker that any law of this nature is frivolous.

11. The new Workers' Compensation legislation will not protect workers
from delays in implementing benefits. The reality is the law gives the insuance
carrier more loopholes to controvert a claim and therefore more delays.

12. Compensation benefits, especially for permanently disabled workers
should be inflation-proofed. Compensation payments are not inflation-proofed.
This deficiency in the law causes slow economic death. Therefore, to reduce
benefits even further when an injured worker is forced to move where his money
will go farther, is geometrically unjust.

13. There is a catch-all In the new law which will eliminate all stress
claims.

14. Less than one-third of the cost of Workers' Comp Insurance goes to

the injured worker. Under the new legislation he will receive even less.
However, the insurance carrier will receive more and the cost of Workers' Comp
Insurance will not be substantially reduced for the employer.

15. "Cost-effective” and "equitable" programs are merely catch-all
phrases, which means there will be less financial liability to the insurance

company and more financial distress to the injured worker.



The Workers' Comp Law in Alaska has been quietly and methodically
adultered for many years. The only solution for cost-cutting in the program is
to start from scratch. The uncontrolled profit-making of the insurance carriers
will have to be addressed. The conflict provison will have to be addressed. Long
conflict situations instigated by the insurance carrier are not only expensive,
but hard on the already depressed, injured worker. The rehabilitation program
should be a complete and separate program from Workers' Comp. The insurance
carriers should not be able to use the program to their advantage. As the law is
now, the insurance carriers can continue to badger and control the life of a
permanently disabled worker for the the rest of his life. The future economic
status of every worker in Alaska is in jeopardy. Even many of the unions have
caved in to intimidation by the insurance carriers. |If you want the truth about
the Workers' Comp law ask someone who as been snared by it. Don Sasser PH:
688-2614
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February 4, 1988

Maurun Bayliss
7774 Mayfair, #4
Anchorage, AK 99502

Dear Maurun,

| appreciate you taking the time to send me a card with your
thoughts on the worker®s compensation bill before us.

After receiving a number of cards, we have reviewed the flier
suggesting the postcards and making comments about the legisla—
tion. I am somewhat disappointed to see that a good portion of
the information given you about the legislation 1is inaccurate.
To clarify the situation, 1 want to give you some additional
information.

This bill was developed by a task force made up of 5 representa—
tives of organized labor and 5 representatives of management.
Both groups realized that a solution to the current problem
needed to be found and that an agreement had to be negotiated.
After several months of work, this agreement was reached and

the same bill was introduced in both the House and the Senate to
use as a starting point.

First let me highlight a few points that the bill does for
Alaskan workers.

* There 1is a significant increase in the payment for
permanent partial disabilities. This assures that the more
substantially injured workers receive greater benefits.

* The minimum weekly benefit is being raised and the maximum
weekly benefit is being reduced. Only about 3 percent of
the cases will be effected by the reduction and a much
larger number of workers will get increased benefits. This
section will actually increase in dollar amounts, the
overall wage benefits to injured workers.

* The bill reguires that pensions and benefits be included in
calculating a workers®™ average weekly wage instead of just
wages and salaries.



* An injured worker will immediately receive benefits if an
argument breaks out over which carrier will be responsible.
Currently a worker can go for months without benefits.

* Vocational rehabilitation will become voluntary under the
bill. The injured worker has a choice of whether or not to
enter a vocational rehabilitation program, and will no
longer be forced to "play the game™ just to continue
receiving benefits.

* Discrimination against a worker who has filed a worker®s
compensation claim will be prohibited under this new law.

There has been some other misunderstandings that need to be
clarified.lt has been said that the cost of vocational rehabili—
tation can"t exceed $10,000. In truth, only the cost of the

plan for rehabilitation can"t exceed that amount. There isn"t a
cap on the cost of the rehabilitation itself.

It is not the insurance company who must approve additional
changes of doctors, but the worker®s employer. Referrals to
other doctors by a primary physician don"t count as a change of
doctors. Additional changes of doctors can be made if the
worker®"s employer approves.

The area of only allowing 20 visits in 50 days has also been
mis-stated. After the 60 day period 4 visits per month are
allowed. ITf more than the 20 are needed, they are allowed if
they are justified in the written plan.

Under the current system, less than 40 cents out of every dollar
paid in worker®s compensation premiums actually goes to the
injured worker. The bill being worked on is designed to give
more of the money to the injured workers and less money to the
people in the middle. The idea behind worker®s compensation 1is
to provide a system to ensure that an injured worker gets the
appropriate care and compensation. It is my intention to
support a bill that is fair to both the injured worker and the
employer, after all, that"s who the system was designed to
protect in the first place.

Hopefully, | have cleared up some of your concerns. Please be
assured that 1 won"t support a bill that I feel 1is unfair to
injured workers.

Best Regards

TIM KELLY

PS: Any changes enacted this year would not take effect until
July 1, 1988. Anyone that suffered an injury or has a claim or
settlement 1in process before July I of this year would not be
effected and would continue to settlement under the current law.
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The Honorable Tim Kelly

Cha irman,

Senate Labor and Commerce Committee
P.0O. Box V

Juneau, Alaska 99811

SUBJECT: S.B. 322/H.B. 352--Proposed amendments to Alaska Work—
ers > Compensation Act

Dear Senator Kelly:

As an attorney representing 1injured workers in workers > com-—
pensation cases, I have viewed with 1interest the recent efforts
to reform the Alaska workers ” compensation laws. it has long
been clear to everyone involved in the system that changes are
necessary. Costs are out of control, numerous abuses are occur —
ring on both sides of the system, and too much money is going to
individuals other than the most deserving 1injured workers. It is

even more important, however, that the rush to make those changes
does not result in a bill that deprives injured workers of basic

fairness, and does not achieve the needed savings. | have
reviewed the amendments contained in S.B. 322 and H.B. 352, and 1
am appalled at some of the proposed changes. Cost savings should

not be achieved at the expense, of fundamental fairness.

It must be remembered that workers compensation benefits

are not handouts. Workern compensation was devised as a trade-
off--workers were allowed benefits, without regard to fault, to
compensate thenm in part for their" losses resulting from on-the-
job injuries, in exchange for 1losing their right to sue their
employers for negligence. If employers are to continue to be
immune from suit, their employees have a right to receive fair

and adequate benefits 1in return.

Clearly, the bill represents a great deal of effort by a

large number of people. While much of the proposal is a con—
structive approach to the problem, 1 feelthat many of the
proposed amendments are discriminatory, unfair, or simply

unworkable.

The bill ”s tone 1is set by its first section, which states
that 1its intent 1is to assure the "quick, efficient, and pre—
dictable” delivery of benefits. Whilethese are worthwhile
goals, there is no mentionof fairness--not only to the 1injured

worker, but also fairness tothe employer.



Senator Kelly '2' January il, 1986

he major structural changes in the statute are in the areas

re tabilitation and computation of permanent partial disability
IS
|

T
of h
benefits. | will  first discuss my concerns about the
rehabilitation provisions.

, Although | have other concerns about the rehahbilitation sec-
tion of the bill, | am most concerned about a few items. First,
under new section 04i(j)(2), the injured worker is ineligible for
vocational rehabilitation unless he or she requests a rehabilita-
tion e|.IFIbI|Ity determination within 60 days after the injury.
This will automatically deprive many needy workers of rehabilita-
tion, since 60 days after their injury most empIoYees,don’t know
whither they will "be able to return to their old {obs_. Most
workers that | speak to are almost totally unaware of their right
to rehabilitation benefits. The average injured worker does not
want rehabilitation after 60 days, since he expects to return to
his previous job. It is only arter the worker discovers that he
will not recover full that” rehabilitation = becomes necessary.
The 60 day requirement of new section 041(j)(2) sets a trap for

or

{
the unwary” injured worker.

, New section 041(1) defines "noncooperation" with rehabilita-
tion, which_disqualifies the worker from further rehabilitation
benefits. _ The proposal needs to define noncooperation more care-
fully. This section could be interpreted to provide that an

injured worker forfeits his or her reemp_lqyme,nt benefits if he or
she misses one meeting with the rehabilitation specialist. The
statute should contain the requirement that the noncooperation be
unreasonable. It is also not fair to deprive a worker of his or
her benefits for failure to maintain average grades. By defini-
tion, half of all students are above average, and half are below
average. It seems somewhat elitist to suppose that any student
who does not maintain average grades is not cooperating.

The rehabilitation section eliminates the Provmon in pre-
sent law that an employee's ability to return to work oe judged
by the availability of work in his ‘or community, or the place of
work at the time ‘of injury. Instead, it |s,Jud%ed by the exis-
tence, not availability, of work anywhere in the state. Under
this rule, a Petersburg resident who 1s injured would not be eli-
gible for rehabilitation if a job exists anywhere in the state,
whether in Petersburg, Anchorage, or Nome, which he is capable of
performing--regardless of whether the job is available to him.

The new statute also eliminates any payment of temporary
compensation as maintenance during rehabilitation. Employees in-
stead are expected to li,e on their permanent partial disability
award during rehabilitation. Maintenance would be awarded only
after the ‘worker has exhausted his or her PPD award. | find it
unfajr to require an employee to.  live off his or her permanent
P_amal disability settlement during the period of rehabilita-
ion.'  Coupled with the changes in permanent partial disability
awards, this ~will leave many workers with no money after they
complete their rehabilitation programs. This is inconsistent
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with the purpose of permanent partial disability, which is to
partially compensate injured workers for their permanent loss of
earning ‘capacity.

, | am  veryconcerned about the changes in permanent partial
disaoility (PPD) awards. PPD is intended to be compensation for
an employee's permanent loss of earning capacity. or the typ|-
cal worker with a back |n{ury (or any "unscheduled" injury), " the
existing system attempts to " base compensation on actual ‘loss of
earnings. Thenew statute eliminates any attempt to calculate
actual loss of earnings. Instead, the award is based on the ar-
bitrary disability ratings established in the AMA Guides to the
Evaluation of Peérmanent Impairment.  Most phrsmans will agree
that the AMA Guides are a poor way of evaluating many injuries.
They are particularly arbitrary when it comes to evaluatm% back
|n_{ur|es. The gross” unfairness with this system is that the ar-
bitrary award is paid whether or not the injury affects the em-
Rloyee’s ability to work. A longshoreman with a 56 impairment of
IS back mag be wunable to do his job, but he would receive an
award of  $250. An attornei/] with a 40% disability ma% be fully
able to work, but he or she would receive $96,000. hile this
may meet the stated intent of "ceumk, efficient and predictable”
delivery of benefits, it is far from fair--to either side.

Section 190 contains another curious ?,rovis,ion. After the

injured worker's impairment is rated, the rating is "adjusted" by
multiplying it b(}/ an  "Adjustment Factor", ranging from zero for
impairments _of 5% or lesS, to one for Impairments of 31% or
greater. This will result in the following payments for perma-
nent disabilities:
Impal rment Pa)ément

5% ’ $250

10% %4,800

15% 14,400

20% %28,800

25% 42,000

30% $57,600

, 50% , - $120,000 , ,

While workers with large impairment ratings will receive large
sums of money, the new schedule, f

, or some reason, sharply dis-
counts the awards to workers with small disabilities. If a
worker with a 5% impairment is onetenth as impaired as one with a
50% impairment, it is not clear why the second worker should re-
ceive an award four hundred and eighty times as large. The use
oftthe "Adjustment Factors" to discount” small awards 1s discrimi-
natory.

It is interesting to note that, at the same time that Alaska
seems to be moving toward a purely scheduled system, the general
trend nationwide 1s away from suc systems. This state would do
well to heed the example of other states such as Florida, which
abandoned a scheduled disability scheme when it found, according
to Professor Arthur _Larson, the nationa] authority on workers
compensation, that 79 percent of administrative and legal time
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was consumed arguing about disability ratings. | predict that,
if this section is  adopted, there will be just as many disputes
about disability ratings as there are now about earning capacity.

Another provision of the bill which | find unduly harsh is
the two year limit on temporary total benefits contained in new
section 185. While benefits gernerally are not paid for more than
two years, there are instances in which an injured worker has not
fully recovered in two years. Occasionally, an employee's condi-
tion" is not properly diagnosed right away. If an employee needs
magor surger¥, or complications ‘develop, he or she may well be
left destitute, while still under medical treatment.

Under new section 095(k3, medical disputes are to be submit-
ted to a physician selected from a list kePt by the Board. The
determination of this physician is presumed to bé correct, in the
absence of ~clear and convincing evidence to the contrary._ In
many cases, all three doctors may be on the Board's list. " There
is Simply no reason to decide a case solely on the basis of the
opinion of one doctor who has seen the worker just once. This is
just another way of making the process more arbitrary, and less
fair.

Under new section 020, a worker is totally ineligible for
benefits if he or she misrepresented the worker's physical condi-
tion at the time of hire, and the employer relied “thereon. It
would appear that, under this section, a worker who denied a pre-
vious back injury would ?o uncompensated if he or she aggravated
the previous Injury on the new job. The consequences of this
section for many workers will be disastrous.

~ . In many industries, such ks the logging industry, it is ver

difficult, 1f not Impossible, for a worker with even a minor bac
injury to return to work. No Iogglng companﬁ, | f ?l\/en a choice,
will "hire. a worker with a_ back problem. nder this section, a
logger with a prior back injury “will have to make a choice be-
tween mentioning his injury, " and ﬁrobably not getting a job, and
not mentioning it, and forfeiting his workers’ compensation bene-
fits if he is reinjured.  While the new statute does contain a
to_ug?hened anti-discrimination section, such provisions are very
difficult to enforce. It is usually impossible to prove discrim=-
inatory intent.

, This section illustrates the peril of assuming that labor
interests can speak for injured workers. A union worker, dis-
patched through ~a hiring hall, would not be harmed Dby this
section. The employer “could not discharge the worker 1f his
preemployment health  questionnaire reflects an injury.

nonunion worker, such as a logger, does not have this protection.

New section 220 revises the procedure for calculation of
compensation rates. Under section 220(1), which is unchanged
from existing law, rates are based on wages during the two years
preceding the injury. Under existing law, if thoSe wages do not
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fairly represent the employee's wages at the time of the injury
the Board may adjust the wages by considering the employee’s work
and work history. This "escaﬁe atch" has been substantially en-
larged in recent years Dby the SuEreme Court. The new section
would limit this "éscape hatch." The rate could only be ad{usted
if the employee had no earnings, or was "voluntarily® absent from
the labor market for 18 months or more during the two years. |
can see no [ustification for [limiting this section to voluntary
apbsences. he main justification for the "escape hatch" of sec-
tion 220(2) has alway$ been to allow the Board to adjust the com-
Pensatlon rate when the employee was absent from the labor market
or a portion of the previous two %ears due to previous illness,
disability, or other circumstances eyond the employee's control.
Under the  new language, such involuntary absences from the labor
market would not qualify an employee Tor an adjustment. This
cannot be justified.

Under new section 265, an empIoKee IS resumed to have
reached medical stability if he or she ?oes,4 days without ob-
jective medical improvement, Medical stability becomes all the
more important under the new rehabilitation provisions, since it
marks the point at which an employee's temporary benefits end.
While the standard of objective medical improvement has some
merit, 45 days is much too short a time to judge stability. Many
workers go more than 45 days between follow up visits after major
surgery. It is not fair to throw an injured worker back in the
labor market simply because his injury is slow to recover.

| would sug?est four basic reforms which would substantially
cut the costs of the sgstem. First, lower the maximum benefit,
as S.B. 322 and H.B. 352 do. Second, restore the adjustment of
benefits for out of state claimants, as S:B. 322 and H.B. 352 do.
Third, return the calculation of compensation rates in section
220 to what the Legislature originally intended, which is that
the rate be based on the employee's historical wages. Finally,
and most importantly, rewrite the vocational rehabilitation pro-
visions to require a quick, fair determination of an injured
worker's entitlement to rehabilitation. Too many workers draw
temporary benefits for many months or even years while waiting
for ‘a rehabilitation plan "to be completed. "1 can provide more
specific proposals along these lines if necessary.

Clearly, the present system has major flaws. Too much money
and time is expended in litigation. Too much money is wasted on
meaningless rehabilitation. — Too . manY workers are being finan-
cially "devastated by injuries while other workers receive exces-
sive henefits. The existing statute is an attempt, although not
an entirely successful one,” to compensate injured workers for
their lost™ wages, and to return them to work. ~ The. proposed bill
would abandon "that effort, and instead paY settlements based
solely on the impairment of the body--without regard to earnings.
We must not let the need to cut litigation costs and promote cer-
talnt?/_ eliminate fairness. Fairness, after all, means only that
benefits have some relation to what a worker has lost as a result
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of an Injury. That 1is what the system is supposed to do--and can
do, if we are willing to make it work . I sincerely hope that
this Legislature will not be remembered as the one which stripped
injured workers of their right to be fairly compensated for their
injuries.

cc: Governor Cowper
Members of the Senate Labor and Commerce Committee
Members of the House Labor and Commerce Committee
Senator Duncan
Representative Hudson
Representative Ulmer



Dear Senators and House Members:

This letter 1is in regard to House Bill 352 which proposed changes in the
Workers® Compensation law. On page one of this proposal at line 14-15, it
states "The legislature declares that the Workers®™ compensation laws must not
be construed by the courts in favor of any party.” This part denies the
worker to take any dispute to the courts. Has the legislature found our

courts wanting or needing.

Page 6, line 5, part E states "an employee is not eligible for re-employment
benefits if" (see part 2 line 11) the employer has been previously rehabili—
tated in a former workman®"s comp claim and returned to work 1in the same or
similar occupation in terms of physical demands.” My question 1is, if the
injury is clearly a new injury, why do you not want to give the injured worker
his right to re-employment benefits or have you guys decided to have this as a

once-in-a-lifetime benefit. What a sorry commerce kissing plan.

Page 7, line 14-19 - If an employee 1is in the re-employment part of workmen®s
compensation, an employee will be considered non-cooperative if he fails to
maintain average grades (C) 1in any schooling they propose, and if you don"t
maintain an average C grade, you are history. Any one who can see through a
ladder can see that this new piece of legislation is definitely not for your
average worker. If the average construction hand could hold down average
graded (C), or better, he darn sure would not be a blue-collar worker.

Page 9, line 4-6, the cost of the re-employment plan incurred under this
section shall be the vresponsibility of the employer, but may not exceed
$10,000. It will take a lot more than $10,000 to re-employ a man physically
incapacitated, especially if a limb is missing.

As the law states, a person doesn"t even have to have a degree to be a reha—
bilitation specialist. 1 believe they should.



Page 9, line 26, your definition of "employability" is an amazing snow-job
designed to dump the worker off workmen®s comp. You are aware of this and |1
plan to make the workers and voters in my voting district aware of this in the
next election. Rest assured of this fact. I will also organize other voters
in other districts come next election.

Page 10, line 6, if you are injured and on workman®"s compensation and a job in
Timbuktu is available, you must take that job - 3,000 miles from home, family,
friends, future union benefits, relatives, possessions, or whatever, or you
are off workman®s compensation. If by now you have discovered | am mad ------
you are right!

Page 12, line 7-9, this next one really blows my mind. The bill states '"the
employee may not make more than one change in the employee®s choice of attend—
ing physician without the written consent of the employer.” The injured
worker has never been the one who is doctor shopping. It has always been the
insurance companies who search (doctor shop) for a doctor who will give them a
favorable report or diagnosis and the insurance companies pay well, and 1 mean
wel 1 if this new found prostitute will examine you and report back with the
right words. They are paid $700 to $900 for a 45-minute exam of the injured
worker, and if they don"t give the insurance company the right report about
the injured worker, they are no longer used by the insurance company for
independent medical exams. They then are back into honest medicine.

You may not know it, but there are only a few (10 or 12) doctors in town who
will prostitute themselvesand these are used a lot by insurance companies.
Most doctors will give anhonest IME, but that is not what the insurance

company wants.

Scenario: A man 1is injured and is sent to town and 1is usually coerced into
seeing the company®s doctor or the one recommended by the iInsurance company.
Then he can make only one more change and then must get permission from his
past employer (who by nowis mad cause this man got hurt) and will not get
their permission and must stay with his second choice irregardless of the

doctor®"s field of expertise and specialties.



You are either ignorant or you think the voters are ignorant if you think we
will take this piece of legislation as is. Your opinion of the general public
must be at a new low if you think we believe this new law 1isfor theinjured

worker. Don®"t forget who you are supposed to represent.

Page 13, line 8-9. "The initial treatment plan may not include more than 20
visits in the first 60 days.” Why limit the visits to 20 the first 60 days
and 4 per month in the next month unless you have completely disregarded the

injured worker®s needs and rights to fair treatment.

Page 13, line 15-29, more money will be spend by the insurance company on IME
than the employees will spend on treatment. And, yet, the insurance company

is screaming that too much money 1is spent on doctors. What a farce!

Page 14, line 1-3, the employee must submit to "[ANY]" examination by the 10
or 12 doctors (prostitutes) or his compensation is suspended. These exams are
electro-milogram which 1is where they stick 2 inch needles into your muscles
and they turn the electricity on and see if the muscle moves, which is a
hideous thing if a person is afraid of being shocked. And, 1if needed, the
electricity can be turned up to make you do an uncontrolled dance if needed.
Usually one visit is all that is needed to get the injured worker to drop

workers compensation and find self-help.

Page 14, lines 17-22, J.ere you have limited the injured worker to going to
doctors who are average in price for services, but no limit was put on IME
doctors. Whose side are you on anyway? All you want is average care for the

injured worker.

Page 15, line 1-13. This bill states that if a dispute between the injured
worker®s doctor and the insurance company"s doctor (prostitute) exists, the
insurance company"s doctor will be presumed to be the correct one. My, my,
my, does our prejudice show! You are so narrow-minded and prejudice that a
gnat could sit on your nose and kick both of your eyes out.

Same page nex" “’m s, same paragraph. You have the audacity to write into
this "..11 the: .rds, "a person may not seek damages from an independent



medical examiner caused by the rendering of an opinion or providing testimony
under this subsection, except in the event of fraud.” IT IME are caught
prostituting for the insurance company with a false statement, they will plead

ignorance which doesn"t constitute fraud.

You have made it an air-tight case for the insurance company. Shame on you!
IT you had a part in making or drafting this bill, then plead ignorance it
works for the IME doctor, but don"t vote for it.

Page 16, [lines 9-11. It reads as follows: "Subject to an employer®s or
employee®s burden of proof, a finding of fact made by the board as a part of a
compensation order is conclusive if supported by any evidence.” What have you
got against the court system in Alaska? Are you afraid of judges and jury®s
decisions? Our court system may not be perfect at times, but its better than
a group of hand-picked workman®s comp board members who are also slanted and

prejudiced in favor of big commerce and insurance companies.

Page 20, lines 21-23. "Failure to achieve remunerative employability as
defined in AS 23.30.04(n)(7) does not, by itself, constitute permanent total
disability.” In my mind and to anyone else who has been on workman®s compen—

sation, we know what your motives are.

Jerry Brinkley

4106 Northwood
Anchorage, Alaska 99517
Phone: 248-0266



February 2, 1988

Dear Senators and House Members:

This letter references the proposed new Workman®s Compensation Bill
(Senate Bill No. 322 and House Bill No. 352). After attending the recent
teleconference hearings and testifying before the committee at the public
hearing held in Anchorage on January 29, | decided to send each of you a

copy of my speech.

I am not a public speaker, nor am 1 a politician. I am an injured worker
who has been through some of the bad faith methods the insurance company
practices. This bill made me so mad that | recently registered to vote

and have joined a group that will campaign against anyone who votes for
the bill as is.

The proposed bill has been tailored to benefit insurance companies and

employers, while the employee is often left in the cold. I feel you were
elected to serve as the people®s voice and to represent the public
interest, not the concerns of big money. I am asking for your support

in ensuring that worker®s needs will be met.

In closing, please feel free to call me if you have any questions or feel
I am off base 1in my statements. If you have already decided to vote
against this bill, please disregard this letter. In any case, thank you

for your time.

Sincere

Rodney

6311 Debarr Road, #124
Anchorage, Alaska 99504
(907) 333-2576



Hello. My name is Rodney Fults and 1 am speaking as an injured worker
that knows the Workman®s Compensation System. I1"ve been through jt...
The reason 1 got involved with this bill? I read this in the papp»...
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Well, | went to the Legislative Affairs Building, got a copy of the bill,
and read it when 1 <*ot back to my truck. After 1 read it, 1 got out of
the truck and walked Dack to see if | had dropped part of the bill, because

I couldn*t find the part that "better served the worker."

FIRST OF ALL, 1 would Ilike to comment on the part that states "the board

poses the greatest possible authority in the exercise of its fact finding CV,.4/t,{ <
responsibilities and that the board®"s decisions be <conclusive if sup-

ported by any evidence." This means you can"t take it to the courts if Pk-ul 7/

you feel you"ve been wronged. The words "any evidence" could mean "wrong |

evidence” or "bad evidence." This 1is a clear violation of the 14th / T
Amendment of our constitutional rights...the right to due process. What"s //CU5 =
wrong with the WCCA? Don"t they have any faith 1in the Alaska Court

System? They trust twelve board members but not twelve honest people and -

a judge? | feel this gives the Comp Board too much power. We need a check

and balance system.

SECOND...the part of the bill that states changes of benefits according

to what state you live in...l1 believe this will encourage out-of-state Jrr~l/
hiring, especially for self-insured companies. It would be cheaper if

you had a job going and some worker from Mississippi was injured than if P*Kjfc. '!
an Alaskan worker was 1injured. Alaskans would be discriminated against 1~

more than they are now. Imagine living in Anchorage and having to" get a

post office box in Seattle so you could get a job in Alaska...

THIRD...The Independent Medical Exam...This bill talks about cutting
medical cost, yet at the request of the insurance company an injured £
worker must go to a doctor, hand picked by the insurance company, for an

exam. This doctor 1is paid very well--$500 to $1,000 for 30 to 45 minutes. p-j'-'t-

If the doctor doesn"t give the report the insuran:e company wants, they i J
discontinue future use of this doctor for Independent Medical Examina-—

tions. If he gives them the report they want to hear, they®ve found
themselves a "new friend." As a normal doctor visit only averages $50.00,

I feel this should be looked at as a bad faith method.

FOURTH...Litigation..._Litigation is brought on by the insurance company"s
lawyers to try and get out of the responsibility, not the injured worker
trying to get on workers compensation. Defense lawyers are paid two to
three times the amount the lawyer for the injured worker receives. Law—
yers fees for the injured worker have to be okayed by the Comp Board.
If they are not okayed, they will not oe paid. The defense lawyers, on

/l\

f



the other hand, do not have to be okayed and they can make up any excuse
to litigate a case--literally "starving out"™ the injured worker in the
process. This should be changed to where all lawyers fees need to obtain
approval from Board. This needless waste of money should be stopped.

FIFTH...1 would like to see a breakdown in cost. What are the litigation
costs listed under? Rehabilitation? Medical? Wages? I also feel that
before anyone votes on this bill, insurance companies should show their
profit margins for last two years as premiums have gone up 40 to 60% in

that period. A lot of costs seem to be hidden or not monitored. As one
committee member said in the public hearings in Juneau last week..."they
have a difficult time getting that information." If only 30 cents of

$1.00 goes to the injured worker, I think we should know exactly where
the rest goes...

SIXTH...The subject of a Rehabilitation Specialist..._They want to cut

cost, but yet they speak of hiring more people through the State. This
would not only give one person too much power over another person't
future, but would also add cost to the State. I feel rehabilitation
should be a voluntary program. This certainly needs to be re-examined.

SEVENTH...Cooperation...If you don"t cooperate with the Rehabilitation
Specialist you lose your benefits. That means 1if you don"t agree with
what they say about your future, you"re screwed. If you don"t attend

designated programs, your benefits stop. Does this mean if a person gets
the flu and misses a week of school, they®"re out of the program? These
things are worded too vaguely. It leaves too many loopholes that are not
to the injured worker®s advantage.

EIGHTH...Requires the most recent employer to make the compensation pay-
ments if there is a dispute of liability. This should not even be in this
bill. There is already a law that covers the "last injurious exposure'.

All this would do is discourage anyone from hiring you if you"ve ever been
injured before.

NINTH. ..Section 9 deals with a "written plan for continuing medical
treatment™ within seven days of treatment from your attending physician.
I don"t know about you, but 1"m not a damn car going to the body shop for

an estimate. Doctors don*t always know what you"re going to need in a
week.

TENTH...l1 don"t agree with this bill, but | do agree with a maximum of
$700.00 per week. I don"t know many workers who can®"t make it on that
amount.

In summary, I1°ve listened to several people 1in Juneau stand up and beg
for the legislature to pass this bill "as is" because the WCCA worked so
hard putting it together. Hard work isn"t che issue here. Jesse James
worked hard, but that doesn"t make what he did right. I"ve also heard
Workman®"s Comp referred to as a runaway train. You don"t stop a runaway
train by shooting the passengers.

f

Next time the WCCA decides to write a bill of this nature, 1 hope they
talk to the workers and ask for their input.

JX"t
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Rene Bales

4859 Weslyan r
Anchorage, Alaska 99508 1Ly Q
February 5, 1988 fad £

Dear Representative:

We all agree the system 1is not working. We all agree too much
money 1is spent to keep the present system. But a wrong doesn"t
make a rightl Things that need to be changed should equally be
done for the good of all and not the good of some. Injustices
have to stop. For by whatever name they are called they do exist
and are causing a lot to hurt. T for one would like to see costs
down but not at the expense of the worker and family. They are
the real victims. The insurance raises premiums, the employer

pays, but what does the worker do when he is 1injured, unable to
work or make wages that are not able to put food on the table?
It is well and good to say that people are using the system for
monetary gain, but lets be sensible, who stands to gain by all of
this, surely not the injured worker. IT you really check claims
you will see that most of themoney goes to the doctor,
rehabilitation, therapy and defense attorney. Only after people
can"t afford to have to hold out any longer they submit and
accept too soon and settle. I know of many of such cases.

It is a known fact that doctors are being influenced prior to
doing an IME requested by defense attorneys. They are told what
they want to hear and some doctors very unprofessionally comply
even at the point of asking such questions as how much money the
injured workers®™ spouse makes, why are they doing this (meaning
going to hearing). Vocational Rehabilitation doesn®t help. They
go through the motions but they know there is no industry or job
that will employ injured workers with limitations. They collect
all that 1is in the kitty and more and after harrassment, lies,
etc., they throw you to the wolves. As for the word stress, you
can be sure that by the time they get throughwith you if you
were a normal, unstressed person, you aren"t after they are

finished. Some doctors treat us like criminals and by the tinme
vocational rehabilitation gets through with y ou we are nothing.
But that"s OK with them. They can blame stress that may have
been pre-existing and try to get away from the main 1issue that
you are injured. You are not OK and will never be again. Your
life has changed and it 1is easy for those who are not 1in your
shoes to say forget the continuous harassment. The 1injured
worker has trouble getting an attorney when by law they only get
10% on top of the benefit awarded. Thus very few attorneys who

are willing to stay 1in workers®™ compensation cases because there
is little money in it but the defense attorney have the right to



set fees and they can afford to spend unlimitel amounts to find
reasons as to why claimants shouldn™t receive the money due him

or her even after proof of injury. IME®"s only serve for the
purpose of finding a willing doctor to lie or twist the truth and
we have quite a few 1in this town that are doing just that. It

this situation exists now it can only worsen by giving 1insurance
carriers power without repercussion when mistakes are made

deliberately. It is ironic that insurance companies want to take
steps to stop doctor shopping by workers, for the reverse Iis
true. IME"s are intended for just that and injured workers are
t uually being sent to them even after medical proof on
disability. In my particular case the doctor®s deposition in my
favor 1| ended up paying for $660 for wasn"t even introduced.

I go on with life for me it will never be the same. I have lost
6k years of my life, the years when 1 should have been the

happiest. I feel 1like an old lady already wunable to do the
things 1 like. All they can say 1is chronic pain - Give me a
break! Why would 1 want to not work? The money | get now isn"t
even enough to go out to dinner or pay for the helpin my house
that 1 need. I was a very happy energetic person before. [
enjoyed work and independence. I have nothing to gain from this
except misery. I would gladly give you the $35.00 a a week if 1

could gain my health back.

Sincerely,

RENE BALES



mBMENgOM™

February 5, 1988

Dear Representative Sund:

You have before you an important piece of legislation
regarding workers compensation. IT it passes it will go a
long way in reducing costs and taking more appropriate care
of our injured workers instead of all the doctors, lawyers,
chiropractors, and rehabilitators the current system 1is

designed to reward. I would strongly urge you to support
HB 352 in an effort to stem the losing tide of worker
compensation premium costs in Alaska. It has the broad

support of management and labor, and even though not
everybody 1is happy with it, 1 believe it will do the job we
want our comp system to do for us.

Please support the effort put forth by labor and management,
and help our economy at the same time.

Thank you.

Respectfully,

Larry Peck
3136 Doil Drive
Anchorage, Alaska 99507
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Representative John Sund
P.0. Box V
Juneau, Alaska 99811

Feb. 16, 1988
De;ar Representative Sund:

I M writing as a small business person who is trying to stay
alive 1in these tough economic times. Whixe we are able to bring
most of the overhead cost for our business under control the one
that needs to be brought back to a reasonable cost can only be
corrected with your help of legislative action.

Workers Compensation Rate for construction has risen over 50* for
carpentry in the last two years - while the construction industry
has been the hardest hit industry in the State ® recession. It
is literally forcing companies to get rid of any employees.

On top of the rising cost, 1in my business | have been able to
watch the devastating results of a bogus claim by an employee who
was hurt on the weekend working on his own home. He made more
than any of the carpenters which 1 had working because of the
tough economic times. Tell me, what 1incentive did he have to go
back to work. Especially when he moved back to North Dakota and
lived comfortably on the income from workers compensation paid at
the Alaska level. After a settlement 1in March because he can
never work as a carpenter again, | recently got word that he is
framing in Oregon now. So take the 50% increase of workers
compensation for carpentry and add a modification factor of 1.39
because of the incidence above.

I understand that the major opposition to the compromise bill
negotiated between labor and management 1is coming from the
chiropractor community and the claimants attorneys. I can
certainly see why they have an interest in the bill as the people
whose pockets are affected but what about those who are paying
for the cost and are being forced out of business for this large
contingency at the feeding trough. I would love to have someone
pay for me to see a chiropractor every week. It is a real
addiction that makes one feel relaxed. What 1is asked of the bill
is no more than accountability by those who are paying for the
cost. It has always been my understanding that a profession is

2028 OTTER « ANCHORAGE, ALASKA 99504 + (907) 349-7564
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February 1, 1988 P.0. BOX 10449

FAIRBANKS.ALASKA 99710
i (907)457-6270

Representative Dave Donly FAX (907)457-3122

Pouch Y State Capital
Juneau, Ak ., 99811 4

Ref: Workmans Compensation HB 352
Dear Mr. Donly,
Thank you for sending House Bill 352 and Memorandum,

Section 4. AS 23.30.020 has some great loop holes for the
a.ttorneys to fight over to -et a greater piece of the "workmans
compensation pie"™ that was unsigned to protect the employer

and the employee.

IT you will keep intact only item (b) with a period after
the word '"chapter™ and eliminate icems (1) and (2) that are
immediately after (b), you will have a "cut and dried" piece
of legislation.

The fact remains clear in my mind, for the protection of

all employers and all the honest employees, who work for

those employers who are participants in the WORKMANS COMPENSATION
ACT, should NEVER be at r~sk, due to any employees who lie

by filling out a fraudulent application to get employment.

The excessive costs to the employers 1is what the jest of
the re-assessment to this act :s all bout. Make sure that
you write this in a laymens language that can be readily
understood by all, and not a preparation for a "feast" for
the attorneys to gorge on in the courts!

Sincerely-Yours,
:/Kruckenb$rg

I"am sending copies of this to every one that | had sent

my orginal packet providing the evidence of the frauds that
we have experienced in our Tfirm. Plus, to those who 1 feel
need to know.

Copy to:

John Sund

Alaska State Legislature

P. 0. Box V, Capitol, Room 122
Juneau, AK 99811

TRUSS FABRICATION PLANT « DOORS « WINDOWS « CABINETS
FACILITIES LOCATED AT 649 ROHLOFFSTREET.JUST OFFOF 4 MILEOLD STEESE HWY. ACROSS FROM CURRY'S CORNER



Risk and

Insurance

Management

Soclety, Inc. Alaska Chapter

February 18, 1988

President

HOWARD P CUTTER
1835 Soutn Bragaw. MS 512

Anchorage. Alaska 99512 - =
(907) 265.8172 TO; Representative John Sund

ce President  g\BJECT: HB-352, Workers"™ Compensation

MIKE KL/WITTER
Risk Manager

North Slope Borough
P 0. Bo* 69

Barrow. Alaska 99723
(907) 852-2611

Secretary 1 am writing to you as President of the Alaska Chapter of Risk and

calL) JONES insurance Management Society. Our organization represents about twenty

Al Sr.Insurance Specialist  f  the  Jargest employers in the State of Alaska, such as State of
yeska Pipeline Service Co. YT R

1835 South Bragav. Ms512 Alaska, Municipality of Anchorage, Alascom, Enstar, North Slope Borough,

Ammnwaggigigg Sealaska, Alaska Railroad Corporation, and Alyeska Pipeline Service
Company. Employers who are members of RIMS employ more than 36,000
people 1in the state.

Dear Representative Sund:

Treasurer
IKE CHARLTON
Risk Manager

U”gﬂﬂgfgazﬂz Workers®™ compensation vrate increases during the past three years have

Fairbanks, Alaska 99775-5580 Significantly impacted the cost of doing business in the state, wh( her
(07 474-7428 ¢ pe private or public entity. A couple of examples are that oil and

Wom Society Director gas pipeline operations have jumped from $3.09 to $10.83 in 1988, or
VICTORIA RATCHYE 7510 Drilling operations have gone from $11.93 to $30.26, or 153%.

Risk Manager - - - - -
EmmerMdGas&L Milliman & Robertson (actuaries) have indicated we could expect a 10-30%

P.O. Box 190288  jncrease in 1989 if legislation is not enacted.

Anchorage. Alaska 99519-0288
(907) 264-3753

Many employers, labor representatives and others have spent many hours

in 1987 and 1988 working on legislation that would reduce tue cost of
workers™ compensation in the State of Alaska and yet would not deprive
the injured worker of his/her right under the law. Although H.B. 352
does not correct all the major problems with the current law, it does
correct some of the high cost areas.

There are special interest groups who do not [like the bill, i.e.
plaintiff attorneys, rehabilitation counsellors, and chiropractors.
Labor, the recipients of the benefits, and management, the people who
pay the bills, have a consensus agreement on the bill. Therefore, it is

paramount you give primary consideration to the majority involved in the
process and not the loud minority.

The Board of Directors of R"IMS strongly endorse the bill and request
your affirmative vote in the committee and on the floor.

Yours truly,

H. P. Cutter, President
Alaska Chapter of RIMS



LARRY BUCHHOLZ DBA I1.D.E.A.
Injured or Displaced Employees of Alaska
801 West Fireweed Lane, Suite 200-B
Anchorage, Alaska 99503
(907) 273-3730

February 19, 1988

Dear Friend:

The attorneys who represent 1injured workers for
workers®™ compensation claims in Alaska have asked me to contact
you to inform you of hew proposed legislation amending the Alaska
Workers®™ Compensation Act will affect your interests.

The proposed legislation reduces all the wrong things
— it reduces your medical benefits, your time loss benefits and
your vocational rehabilitation benefits.

Please complete the enclosed card and mail today. Time
is of the essence, because introduction of the proposed legisla—

tion in the Alaska Legislature 1is scheduled to occur on February
26.

You may also object to particular aspects of the
proposed legislation by telephoning the Legislative Affairs 0f—
fice (phone number 561-7007) and dictating a free public opinion
message to any or all legislators and the governor.

By protecting the interests of injured workers, you
will protect yourself. Thank you.

Very truly,

I1.D. E. A.

LB/jce



Family Chiropractic Center

SUITE 301 « 615 EAST 82nd AVENUE « ANCHORAGE. ALASKA 99518
TELEPHONE 349-8922

February 19, 1988

Senator Tim Kelly
Alaska State Senate
P-0- Box V

Juneau, Alaska 99811

Dear Senator Kelly,

I read your response to one of my patients concerning the new
workers®™ <compensation bill. As a doctor, | agree the bill needs
revision for cost effectiveness. There ar " clinics that
intentionally abuse workersl comp, cases with excessive billing
visit recommendations, there are workers who would rather
collect than work and there are insurers who don"t cover those
with truly severe injuries. The problem 1lies in that | don"t
believe the new workers®™ comp, bill, which gives more control to
employers and insurance companies, handles the problem.

Consider the following as part of the solution. We have a
Workers®™ Comp. Board to handle disputes of cases, why not have a
Workers®™ Comp, medical panel to review the need, excessiveness of
care, lack of care, rehabilitation, parameters, etc. The current
I-M.E- structure 1is weak, lacks communication and promotes
animosity between parties because some doctors become well-paid
hired guns for the insurance companies, being paid $500 - $1,000
for a fifteen (15) minute exam and writing a report.

If you are really interested in solving the problems, my
suggestion would create a definitive structure (M.D., D.C.,
Psychologist, Rehab, specialist) that could evaluate and set a
logical plan as far as the injury, disability, and proper care
aspects of each case that exceeds whatever guidelines are

reasonable.

Thank you for your attention to this matter. I look forward
to a bill that 1is truly fair to all.

Avery N. Martin, D.C.

ANMZ K

cc: all Representatives
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u - - - - Andy Mischenko

HC 89 Box 608
Willow,Alaska 99638
February 29, 1988

John Sund
P.0. Box V
Juneau, Alaska 99811

Dear Mr. Sund:
lam aworkman®s compensation recipient involved inaserious problem.

To beginwith, my name isAndy Mischenko. lam 45 years oid, married, and have four children. 1
have resided in the Talkeetna, Ak. area since moving o this state in 1968. My wife has lived in the
Talkeetna area since 1960. Ihave been on medical retirement from the Operating Engineers Union local
302 sincemy back injury in 1984. Ihave hsd three back surgeries and have been informed by my
doctors that chances are Iwill require another surgery. Needless tosay, Ican no longer return to thisor
any other type of strenuous work.

Since my wife and 1decided many years ago tostay in this area we worked hard, constructed and
paid for our home, purchased property, and invested inanother commercial building, which we now lease.
To acquire what we now have meant that Ihad towork in remote locations, primarily Prudhoe Bay, on the
pipelire, Barrow, ect. This, of course, was a necessity due to the fact that there were no stead/, wel l-paid
jobs inmy craft in the Talkeetna area. Anchorage was out of the question because itssimply to far away ©

drive back snd forth towork.

This Iswhere the problem presents itself. My insurance carrier, ScottWetzel Inc., hss been
pushing for a settlement and a rehabilitation plan, which Iwould be more than happy to resolve if they
would be reasonable. ScottWetzel Insurance and their attormey are attempting to rewrite theWorkman®s
Compensation Laws and set a new president by forcing my family and 1to uproot everything we have
worked for, leave our house and friends, and move tAnchor8g8. 1know that most Americans abhor South
Africas policy of apartheid by relocating people where the government feels like, and I certainly hope we
are not coming tothat. So, in response to this threat of relocation, Iwillingly offered to:

1- Taking inmto consideration my physical restrictions, loffered totake a job at Prudhoe Bay or
* other remote sitewhich paid enough to make a living for my family and lunder the same
conditions | had worked before

2- Ihad presented the insurance company aswell as the Workman*®s Compensation a

self-employment plan which isa viable part of the Workman™s Compensation laws.

3- Iwould be willing towork inthe Talkeetna area ifa job was available that would make a living

for my family and L

Needless to say, Scott Wetzel Insurance Company has given the above mentioned propositions litte
or no consideration. Iwould like to further add that the self-employment plan which Ipresented was
unanimously accepted by all three of my Rehabilitation counselors, my doctors, aswell as all the
personnel at the Virginia Mason Pain Clinicwhich lattended lastyear.

On the 18th of February, 1988, a hearing was held concerning my rehabilitation status. At the
beginning of the hearing, my attomey, Mr. Richard Wagg, asked one of the Workman*®s Compensation Board
members to be excused due to the strong evidence of a conflict of interest. This evidence was based on the
knowledge that this Board member Isamutual friend of the Insurance company"s attormey and that this
attormey had the Board member inher work resume. There was further proof brought out that the



insurance company lawyer and Board member were working together on material to be presented to the
Legislature in order tochange Workman®s Compensation laws. Needless tosay, Mr. Wagg W8S overruled
end the Board member wss allowed to hear my case. 1believe this disregard for the possibility of a biased

decision ishighly unethical.

I believe that in this insane rush tsave the Insurance Industry aswell as big business money, the
Intent and purpose of the Workman*®s Compensation program and its recipients are being jeopardized.
We, as injuredworkers, are not represented by a powerful lobby group. Thus, Ifeel that before the
legislature poeses$urther crippling laws there should be an input from the injured people who will be
the ones most effected by these laws.

It isvery apparent tome aswell ss many other Workman®s Compensation recipients that the
present Workman*®s Compensation laws pertaining to retraining and rehabilitation are not being, and will
not be, administered adequately as long as the arm-in-arm relationship between members of the
Workman*®s Compensation Board 8nd insurance industry representatives Isallowed to proliferate. Once
again, Ipoint to the Inifinl and purpose of the Workman®s Compensation Program and ask the
Administration t reconfirm the atmosphere of faimess in the decisions made by the Workman®s
Compensation Board members, collectively.

I believe that if insurance companies and employees spent as much time and money on safety
measures in thework place as they spend on lobbying for unfair laws and hiring lawyers to fight
Workman*®s Compensation recipients we would all be better off.

Once again, lask the Adninistration and Legislators toallow input from the injured workers who
depend on a fair Workman s Compensation program toallow them to return towork 8S productive
members of society. Thiswill only happen ifwe maintain a strong rehabilitation program.

Any help or advise you can offer will certainly be appreciated. Thank you

Andy Mischenko

vV 733- 335+

Andy Mischenko,

Applicant, HC 89 Box 608
Willow, Alaska 99688

Richard L. Wagg,

His Attorney 1500 W. 33rd, Suite 110
Anchorage, Alaska 99503

VS.
Kodiak Oilfield Haulers,

Employer, 4300 B Street, Suite 600
Anchorage, Alaska 99503

Scott Wetzel Services,

AdJUSter- 741 Sesame Street Suite 1A
Anchorage, Alaska 99503



HC Box 608
Willow, Alaska- 99688
March 31, 1988

Representative John Sund
2504 2nd Avenue
Ketchikan, Alaska 99901

Dear Representative Sund:
I certainly was happy to receive your reply to my letter

concerning my Workers Comp. case.

In response to your question concerning my settlement terms,

I will try to be as brief as possible. I received a decision from
a Workers®™ Compensation hearing that was held February 18, 1988
concerning my rehabilitation status. The outcome was as fTollows:

1. According to Workers®™ Compensation Board, bi-weekly
payments would be made to me until the sum of between
$50,000-%$60,000 was used up.

2. As far as the actual rehabilitation, the Board assigned
me to go to work on a nonexistent job; as ludicrous as
this may sound, this 1is the morbid truth. You can verify
this through my Comp, attorney, Mr. Richard Wagg, at
(907)258-7077 or 1500 West 33rd Avenue Suite 110,
Anchorage, Alaska 99503.

3. The 1insurance company and Workers®™ Compensation Board
failed to address or recognize the fact that in April 1987
further MRI tests on my lower back clearly showed further
disc herniation as well as an unstable fusion from a
previous operation.

As -1 stated in my previous letter, 1 would be more than
willing to return to work once my medical situation could be
pronounced as stable. I have also requested help 1in pursuing a
self-employment plan, which | have submitted on two occasions and
which has been highly thought of by the majority of medical and
rehabilitation people involved in my case.

The -unanimous concensus 1is that | cannot return to work as
a 302 operating engineer or to any other construction-related
job at which 1 am trained or skilled. The severity of my back

injury and the resulting operations prevent this. The Workers®
Compensation Board, as well as the insurance company involved,
have given little or no consideration for my self-employment plan,



have givt no consideration for additional schooling or retraining,
and have 1L St offered to re-hire or help in finding a job at which
I can make a living.

My opinions of present and proposed Workers®™ Compensation
legislation are as follows:

1. Present and proposed legislation would place all 1injuries,
re-injuries, or even questionable medical problems ?s
being the responsibility of the last or present em*?iyer.
My question to this 1is, what incentive would this give
to a potential employer to hire a person who has had a
previous history of personal 1injuries 1in the neck, back,
knees, ect? Certainly, this does very little to help a
viable rehabilitation program for previously-injured
employees.

2. Present laws prevent an employee from suing or taking any
legal action against an employer for negligence or having
an un-safe workplace. I have never been a person who
believes in suing anyone for an extravagant amount of
money, but 1 do believe that the state, through the
Workers® Compensation system, should be allowed to fine
or penalize employers for negligence on the job. Wouldn-t
it be appropriate to suggest that this type of checks
and balances system would help eleviate or reduce accidents
which would be to everyone®s benefit.

3. To the best of my knowledge, our Workers®™ Compensation
boards consist of a representative of the insurance
industry, another representative of the employers and
big business conglomerates, and lastly, a supposed
representative of labor (in theory). Since 1t takes a
majority vote to make and pass Board decisions, how can
we, as Workers®"™ Compensation recipients, expect un-biased
hearings and decisions coming out of these hearings? [
believe that if a serious 1inquiry were conducted by the
legislature or the administration, the answer would be
evident that there has been and will continue to be
many injustices perpetrated by the so-called Mutual

e Admiration.i Society, composed of the insurance
> industry, big business, and members of the Workers-®

Compensation system.

Mr. Sund, I apologize 1if | sound too bitter, but when my wife"s
and four children®s futures are at stake, | collect the evidence
and call a spade a spade! I have mentioned previously that 1 am

45 years-old and 1 have worked hard for the majority of those
years to try and better my family and 1 would like to think that
there is an opportunity to continue providing for them.

I am sad to admit that out of the 10 copies of the previous



letter which 1 sent out to you, as well as your fellow leg—

islators, you were the only person to reply. On the other hand,
it certainly is gratifying to know that we have an elected rep-

representative such as yourself who unselfishly lives up to the

position of a good representative of the people. I"m sure 1 can
speak for all Alaskans, 1injured or otherwise, 1In passing on

a very special "Thank youl!"

Respectfully yours,

Andy Mischenko
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" 2 March 1988

Rep. John Sund

Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Dear Rep. Sund:

As an Alaskan employer |1 urge you to support the Workmens ~
Compensation Bill currently before the House of Representatives
as It iIs written.

The labor management task force has worked together for over
a year to reform a system that will benefit employers as well
as employees.

IfT the current system 1is not changed it will prove devastating
to many Alaska businesses. Some have already closed their doors
and others may follow if there are more rate increases. In this
economy we can not continue to allow the loss of jobs.

Our business competes with outside companies who have much lower
Workmens® Compensation rates. Considering the low profit margins
allowed in this market we are finding it increasingly difficult
to compete with these firms. This bill is crucial to this
business as well as the few remaining businesses®™ 1in this
community.

This company has personally seen many abuses 1in the system
which has been extremely costly to us. The system needs this
reform to fairly represent both the employee as well as the
employer at a reasonable cost.

Please support this bill as it has been presented to avoid the
loss of more jobs and businesses®™ 1in the state.

Sincerely,

Barbara A. Reierson
Secretary/treasurer



Alaska .
e Chiropractic
S O C i e ty P.O. Box 111507 « Anchorage, Alaska 99511

March A, 1988

Representative John Sund
P.0. Box V
Juneau, AK 99811

RE: Memorandum from Senator Tim Kelly
Dear Representative Sund,

Senator Kelly states in his 2/1/88 memorandum (see attached) that mis—
information has been distributed by Alaska chiropractors concerning S.B. 322
and H.B. 352. I believe anyone who studies the proposed workers®™ compensation
bill with an open mind will see that the bill greatly reduces the injured
workers®™ rights and 1is specifically targeted against chiropractors.

Two actuarial studies have recently been completed by NCCI and Milliman &
Robertson, Inc. to see what cost impact the new workers®™ compensation bill
will have. Both studies show no significant cost savings.

Past workers®™ compensation studies comparing chiropractic vs. medical care
have shown chiropractic care to be of significant cost savings in California,
Oregon, Washington, Wisconsin, Florida, Colorado, Kansas, Montana, etc. I,
therefore, ask you why would Senator Kelly support a bill that two actuarial
studies have shown will not produce any significant cost savings, that
reduces an injured employees rights and discriminates against a form of
treatment (chiropractic care) which has been shown to be cost effective?

I think you will find, in this case, Senator Kelly, not the chiropractors,
has been misinforming the public about S.B. 322/H.B. 352.

I believe that further statistical analysis should be performed before
hastily passing an ill-conceived workers®™ compensation bill. I am, therefore,
asking you not to support S.B. 322/H.B. 352. If, however, you feel that a
workers®™ compensation bill must be passed, I have enclosed revisions to the
bill our attorney drafted. We believe these changes will protect the injured
workers® rights and decrease cost at the same time.

Sincerely,

Charles E. Krichbaum, D.C.
President

"HEALTH THROUGH CHIROPRACTIC - I'ATURALLY"



A. Fred Miller
ATTORNEYS AT LAW
:APBCILSSONAl COIPCBATIOH

426 MAIN ) .
Ketchikan. Alaska 99901 Michael P Hciser

907-225-6666 Admitted m pfjvtive in Mj'fcj iv

March 7, 1988

Representative John Sund
Alaska House of Representative
P. 0. Box V

Juneau, Alaska 99811

Dear John:

I am writing to you with reference to the changes that
are new being made in the Worker®s Compensation law. As
you know, it has long been that attorneys go out of
their way to avoid taking a claimant®s case as you know.
I have recently written to the Worker®s Compensation
Department expressing my concern 1in this regard 1in
general and addressing specific concerns. I*m pleased
to say that the staff has written me back and has
adopted certain of my suggestions, but more importantly
recognizes that while 1insurers and employers®™ attorneys
are adequately compensated, many times claimants”
attorneys are not. In this regard, staff mentioned that
AS 23.30.145 has not been amended. I would respectfully
suggest that it should be amended to permit a reasonable
hourly charge or a reasonable contingency and should
also permit the claimant client to advance costs. Right
now, 1t is questionable whether the client can advance
costs, and therefore the claimant®s attorney may find
himself or herself advancing costs in these matters. [
truly believe that the whole Worker®s Compensation
system would run smoother and the workers, as well as
the employers and the insurers, would be benefited if
that particular statute and the law 1in general were
amended to provide for claimants to have adequate legal
representation. To achieve this, the law should provide
for reasonable compensation to claimants®™ counsel.



Representative John Sund
March 7, 1988
Page 2

I hope you will agree at least in principle with the
foregoing and be able to have 1inserted in the present
amendments Jlanguage which will address this problem.
Thank you very much for considering this and for your
continuing hard work on behalf of your constituents.

Sincerely,

AFM:ce



Letters to the Editor March 8, 1988
Anchorage, Times

P.O. BX. 40

Anchorage, AK. 99510

Dear Editor:

I would like to respond to Mr. Larry Taylor®"s Iletter
regarding the pending Workers®™ Compensation legislation. |
believe he has not had an opportunity to clearly evaluate
the facts of this bill. I personally have been involved in
this particular legislation and feel it is grossly unfair to
the iInjured worker. Most Importantly, though, is the TFfact
that the injured worker is guilty until proven iInnocent. b
there i1s a dispute between the employee and the employer,
all benefits can be legally stopped (or controverted) until
the Board can decide, This can leave the iInjured worker
without any Ffinancial support for months (or longer) until

he can get a board hearing. | have literally seen
legitimately injured workers lose all their savings,their
cars, and their homes waiting for a board hearing. So, let

us ook at who stands to benefit the most from this bill.
I¥ you think the injured worker will benefit from this bill,
you are wrong-.- Sure, the minimum benefits have been raised
to meet minimum wage, but the maximums have been decreased
way out of proportion. Choice of physicians has been
decreased, amount of treatment has been limited and must be
approved by the iInsurance company, Insurance companies can
use out of state organizations to determine fees (making the
worker responsible for the difference), and the list goes
on. The iInjured worker cannot by any stretch of the
imagination benefit from this legislation as a whole. How
about the provider? You made mention that the chiropractors
and the claimants®™ attorneys are the ones making such
wonderful livings from the Workers®™ Compensation system. |
cannot speak Tfor the attorneys, but 1 can tell you that
approximately 11% of our practice is Workers®™ Compensation
patients, and we have one of the largest clinics in Alaska.
It Is not by any means the major portion of our business.
Nor do 1 appreciate the implication that we as a class are
anything less than ethical regarding injured workmen. Our
fees are our fees, and they are no different iIf you were
hurt on the job or carrying out the garbage. As a matter of
fact, studies from around the country have shown that
chiropractic is twice as effective as medical care for work
related injuries, and many foreign governments have come to
the same conclusions, TFfinding chiropractic both effective
and cost effective. In a study yet to be released by the



Italian Medical Community, that spanned two years and 17,142
patients, they found that chiropractic care saved 75.55% ofF
days absent from work and 83.6% of hospital admissions. Any
implication that chiropractic is not effective or would not
save the employer valuable time lost from work can only be
based on ignorance of the facts and bias.

So, let us turn our attention to the employer.
Unfortunately, the employer does not stand to gain from this
legislation either. As your letter implies, the emphasis is
on containing your costs. Will that really be accomplished?
Neither of the two actuarial studies performed showed any
significant cost savings, and during a teleconference held
in Anchorage, an unidentified iInsurance representative
stated that there would be no cost savings. This could
actually increase costs due to litigation, and therefore
increased premiums.

Let us Ffinally consider the Insurance iIndustry, and 1
include the self-insureds. In my opinion, these are the
ones who stand to gain the most. In 1945, the United States
legislature passed the McCarran-Ferguson Act, which gave the

insurance iIndustry legal ability to monopolize. This has
made It difficult i1f not impossible for state regulatory
agencies (ie-Division of Insurance) toobtain accurate
information by which to base rates. Therefore, iInsurance
consumers ((you and ) are forced to pay rates that are
determined by a what-the-market-can-bear attitude. In this

proposed legislation, TFfines for late payments to injured
workers can even be avoided by simply providing custodial
reports on time (Which are already required by law). And
the self-insureds are no better. Because of their status,

they can avoid some of the laws that apply to the insurance
companies, whille alsoavoiding payment of the premium tax

which iInsurance companies are required to pay. That means
they enjoy the benefits of the Workers®™ Compensation system
whille providing absolutely no support for it

Mr. Taylor, 1 have to admit that 1 empathize with you. |
also pay Worker®"s Compensation premiums Tor my employees.
It is the law. But what is so frustrating is to be forced
to buy iInsurance and having absolutely no input as to its
cost. I agree that there needs to be changes to the current
law, but not necessarily the ones proposed. We have been
led to believe that the "insurance crunch”™ “s our own fault
and that we need to do something about 1ic, but 1 really
think this is the smoke from another Ffire. Nowhere iIn this
bill does it say anything about mandating a premium
reduction. I¥ Iinsurance coverage is tc oe required by law,
maybe they should be regulated sin. lar to the public
utilities. It is your responsibility (and mine) to demand
jJustification for these outrageous premiums, and not jJust
""costs are going up'. Insurance companies are getting rich
thanks to you and me, and we should have some iInput into the



process (other than paying into it). I simply do not think

the injured worker should be left holding the bag. | hope
you w ill take a second look at the proposed legislation with
a more objective eye. I am not opposed to it because it
w ill affect my practice. The impact w ill be minimal. | am

opposed to it because it is arbitrary, it is restrictive to
the injured worker, and because it is wrong.

David J. Mulholland, D.C.
Community Chiropractic Clinic, Inc.

cc: Governor Steve Cowper
Dr. Trevor lIreland, D.C.
Dr. Charles Krichbaum
Alaska State Legislature, et al



Chancy Croft Law Office

738 H Street — Suite 200
Anchorage, Alaska 99501
Chancy Croft
Michael J. Jensen 1 (907) 272-3508

March 11, 1988 71

Representative John Sund h i
Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau, Alaska 99811

Dear Representative Sund:

One of the problems with the Alaska Workers Compensation Act 1is
that the existence of insurance often allows employers to 1ignore
violations of safety conditions. Since employers cannot be sued
for their own negligence, even gross negligence, some employers
get rather callous with regard to the safety of workmen. I
believe that this 1is one of the reasons for the 1increasing
accident rate in Alaska. Employers should not be able to ignore
known safety vrequirements and then hide behind the limited
benefits of the Alaska Workers Compensation Act and escape full
financial responsibility for the damages they have caused.

This problem came to light recently in Fairbanks where Price/C.iri
Construction, J.V. allowed a dangerous condition to exist which
resulted in permanent brain damage to a hard working, operating

engineer. My unfortunate <client may be permanently, totally
disabled for the rest of his life. The accident could and should
have been avoided. Enclosed 1is a copy of the notice that was

immediately sent by the Corp of Engineers to Price/Ciri
Construction as a vresult of their past and present wanton
disregard of safety regulations.

I would 1like to see the Alaska Workers Compensation Act amended
so that employers who violate known safety regulations lose the
exclusiveness of liability provision of the Alaska Workers
Compensation Act. Would you support such an amendment?



Humana Hospital
Alaska

March 17, 1988

Representative John Sund
P.O. Box V
Juneau, > 995C4

Dear Representative Sund:

The current worker~s compensation are adversely-
affecting employers iIn the state of Alaska. The issue is very
complex, but 1 believe CSSB 322 (L&) does correct some of the

system™s deficiencies.

Therefore, 1 urge you to vote favorably on CSSB 322 ((&O).

Qinroro 1\r

Executive Director



March 22, 1988

Representative John Sund
Pouch V

Capitol Building, RM 122
Juneau, Alaska 99811

.Dear Representative Sund:

I am writing co recommend prompt passage of proposed
House Bill 322 and 352 as is*with no modification. The
current Worker®s Compensation situation does not serve a
beneficial purpose, 1is counterproductive and 1its resulting
loss of emnloyment opportunities 1is detrimental to the
labor force it attempts to safeguard. Small business
economic conditions in Southeast Alaska are extremely
poor. Passage of House Bill 322 and 352 would be a much
needed step in a road to recovery, opportunity, and
he-xchv economy.

Very truly yours,

4 >

Virgil Soderberg
President

Hawk Inlet
8991 Yandukin Drive, Juneau, Alaska 99801, (907) 789-8833



March 22, 1980

Representative Jim Zawacki
Pouch V
Juneau, Alaska 99811

Dear Jim;

Thank you far sending me the copy of HB 352 and SB322, referencing the
proposed :hanges to the Worker®"s Compensation Laius.

I wish to voice my opinions on the following issues:

Issue # 3 - Board established list of providers; | agree the board should
provide a list of health care providers, who would be pre—
approved by the board oy means of application to the board by
the provider.

Issue # A - 1 think an employe should be denied benefits for makiny a
"false statement" about pre-existing injury as the employer
does depend on that statement.

Issue # 5 -1 believe the Vocational Rehabilitation Service needs to be
closely monitored as this is an area that can be highly

abused.

Issue # 7 - Medical "Continuous and Multiple Treatment”; 1 believe
there shculd be some limitations on the number of treatments
in a given period. Mainly, 1 am referring to the chiroprac—

tors who wish to put an individual on a "maintenance program”
which goes on and on and on!

[Jther issues:

I am in favor of mandating a rate decrease and including it in the bill.

I would also like to see the "all states rider" eliminated. As long as
a contractor is working in the state of Alaska, he shou]i pay the same
premium as an Alaskj contractor.

Hopefully, these changes will make the program more equitable for the
employe and the employer.

Sincerely,

Gudrun Tompkins
1A185 Hancock Dr.
Anchorage, Ak 99515
907 3A5 311°+



March 23, 1988

Representative John Sund
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, Alaska 99811

Dear Representative Sund:

The purposes of this correspondence is to express our support for
the positions the Task Force has taken with regard to Senate

Bill 322, "An Act Relating to Workers®™ Compensation.”™ We feel
the Task Force positions on this bill are equitable to both
employees and employers and will result in lowering Alaska work
comp costs to everyone®s benefit.

It has come to our attention that the House Labor and Commerce
Committee has proposed a change to Senate Bill 322 which is not
supported by the Task Force. We ask that you not support this
change, which requires that Independent Medical Examiners be in
the same speciality as the treating physician of the employee
unless the Work Comp Board unanimously agrees otherwise. \We
suggest instead, that the original wording, which required
majority approval by the Board rather than unanimous®approval. be
implemented. Such a change not only has our and the Task Force"s
support, it also has the support of the Department of Labor,
Workers®™ Compensation Division.

We greatly appreciate your taking the time to hear our concerns.

Sincerely

Senior Vice President &
Chief Financial Officer

Kd:mls

KLUKWAN, INC.

P.O.BOX 32077 «JUNEAU, ALASKA 99803-2077 «(907) 789-7361



RICK ABBOTT. D.C. HOPE WING. N.D.
CHIROPRACTIC a NATUROPATHIC HEALTH CARE

520 EAST 34th AVENUE SUITE 305
ANCHORAGE ALASKA 99503

19071 561-2330

March 25, 1988

Representative John Sund
Alaska State Legislature
P.O. Box V (VS 3100)
Juneau, Alaska 99811

RE: S.B. 322

Dear Representative Sund:

Enclosed you will Ffind a recent article dated Wednesday,
March 23, 1988 that appeared iIn the Anchorage Daily News business
section.

This article deals with the current rapid rise iIn liability
insurance fees. It is my belief that there are many similarities
and questions that this article raises that apply to the proposed
changes iIn the Workers Compensation law iIn this state.

We have no hard statistical breakdown as to where the Workers
Compensation premium goes. We do not know what percentage goes to
administrative, medical, legal, salary compensation or disability
settlement expenses. To make sweeping changes without this
information is questionable.

The legislature should be freezing the W/C premium level for
one year, and gathering hard data iIn order to study all the
variables which effect premium levels.

S.B. 322 as written will, in all propability, raise W/C
premiums iIn this state. Please do not support this legislation.

REA/sb



P. 0. 3nx 670055
Chugiak, AK 99567
March 28, 1988

Mr. John Sund
Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau, Alaska 99811
Dear Mr. Sund

Enclosed is a discussion in answer to statements
made in the newspapers concerning the Workers'" Comp law.
Also, an Oratory on the cost of Workers'l Comp insurance.
I understand that the rehabilitation process has been
addressed properly, however there is much misinformation
being fed tj the public concerning the new Workers' Comp
amendments. There really needs to be another public hearing
to give everyone, especially workers, rather than business
the change to express their concerns about the new proposed

law.

Sincerely,

Don Sasser



AN ORATORY ON WORKERS COMPENSATION COST

He could not visit a nearby town. He could not travel to another
state. He was being punished for a crime against society by incarceration.
Most of society does not need the threat of punishment to encourage them
not to commit serious crimes. However, a significant percentage of the

population need to ce reminded that they will suffer restrictions of their
freedoms if they criminalise others. A few arrogant, insensitive, greedy
individuals will commit crimes againt society anyway. They are the ones who
are incarcerated. If it were not for the reminder of punishment for a
crime, anarchy would soon prevail. The cost of imprisonment is very
expensive. The total cost per year of conviction, incarceration, and
nousing one criminal is more than most people will ever make, per year,
during their life ,,e. The point is, regardless of the cost of the justice
system, it is r .ifiable.

Automobile drivers must have liability Insurance. Automobile
liability insurance is costly. However, having the insurance guarantees
complete compensation for damage you may cause with your automobile. |Is
this reasonable? - For a civilised society the answer has tc be yes.
Homeowners insurance gives a property owner complete compensation for loss
incurred. Therefore, it is only reasonable that a worker be covered by
liability insurance. The insurance may be costly, but it is just as
justifiable, even more justifiable, then the cost of incarceration or
drivers' liability isurance. Workers' Compensation is no more welfare than
the compensation for other losses. Is compensation for the loss of one's
home welfare? Or if you decided to leave the state would it be just to
reduce the amount of the homeowners loss. Of course not, however, this is
the logic the Workers' Comp insurance companies would have everyone accept

A law abiding individual works hard and contributes to the
well -being of society, but if he has an unfortunate accident while working
he is punished. Many times t’le accident is caused by negligence on the part
of the employer. Is the employer punished? No, however, the Workers' Comp
insurance companies are allowed to punish the injured worker economically
and mentally. If the cost of liability insurance for workers is to be
reduced, then maybe it is time the employer insists on a safe work place.
Maybe it is time to look much closer into the insurance companies hidden
profits. It is certainly not just to punish an injured worker by scarring
him economically for the rest of his life.

Don Sasser



COMMUNITY

CHIROPRACTIC CLINIC

550 EAST TUDOR ROAD
ANCHORAGE, ALASKA 99503
TELEPHONE (907) 562-5366

Dear Representative Sund:

The enclosures on insurance problems are only a sample of
how widespread the collusion of the insurance companies has
progressed.

One year they target malpractice insurance for increases,
the next Jliability 1insurance, then workers®™ compensation,
then auto and etc.

The Alaska workers®™ compensation bills that were stimulated
by high 1insurance rates and prodding from the 1insurance
companies (adjusting companies included) are nothing more
than "our turn in the barrel."” Last year it was Medical
Malpractice. Next year, who knows what?

What 1is wrong with our legislative body that it cannot see
through the scam? Have we reached the point in Alaska that
the public interest is no longer of concern? It seems that
way!

I urge you to re-think your position on passing any workers”
compensation reform this year. The State of Alaska deserves
a better bill than you have before you now.

Sincerely,

cc: Governor Steve Cowper
House Judiciary Committee
Representative Dave Donley
Senator Tim Kelly
Alaska Chiropractic Society
Dr. Trevor Ireland
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