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FISCAL NOTE
STATE OF ALASKA Fiscal Note Number: 1
2004 LEGISLATIVE SESSION Bill Version: SB 1002

(S) Publish Date: 6/22/04

Revision Date/Time (Note if correction):_________________ 06/21/04 Dept. Affected;___________________
Title Workers'_Compensation_________________________ BRU A laska Court System
_______________________________________________________________ Component Appellate Courts
Sponsor Governor_______________________________________ ____________________
Requester Governor_______________________________________Component No. ________

Expenditures/Revenues____________________________(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Fersonal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & C .aims 
Miscellaneous

186.1 186.1 186.1 186.1 186.1

2.4 2.4 2.4 2.4 2.4

TOTAL OPERATING GO 188.5 188.5 188.5 188.5 188.5

CAPITAL EXPENDITURES___________ [

CHANGE IN REVENUES ( ) 1

FUND SOURCE________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

188.5 188.5 188.5 188.5 188.5

TOTAL 0.0 188.5 188.5 188.5 188.5 188.5

Estimate of any current year (FY2004) cost: 0.0
Chock this box (X) if funding for this bill Is included In the G overnor’s FY 2005 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate /. . necessary)
Work draft 04-0172 makes several changes to the way the Department of Labor and Workforce Development (the 
agency) and the Alaska Court System resolve workers' comoensation disputes and appeals. Most important for 
purposes of the court's fiscal note is that appeals from the newly-created Workers' Compensation Appeals 
Commission (commission) will bypass the superior court and go directly to the supreme court 
The court system does not believe that the creation of the new commission will result in a decrease in the number of 
workers' compensation cases that are appealed to the court system each year However, bypassing the superior 
court will lead to a significant increase in the numbor of those appeals that go to the supreme court. This is because 
the superior court resolves about 75% of the workers' compensation cases appealed to the court system

PrepareJ by: 
Division

Approved by: 
Agency

Doug Wooliver Administrative Attorney Phono 907-264-8265
Alaska Cuurt System Dato/Timo 6/21/04 10 44 AM

Stephanie Cole Administrative Director by Doug Wooliver 
Alaska Court System__________________________________

Date 06/21/04
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FISCAL NOTE H\

ANALYSIS CONTINUATION
Of the yearly average of 36 appeals filed with the superior court, only 9 (25% ) are further appealed to the supreme 
court. Because the bill bypasses the superior court the supreme court anticipates that it will see all 36 cases.

Although the removal of these cases from the superior court will ease the workload of that court, the reduction is only 
slightly more than an average of one case a year per judge. Although this will 3llow judges some additional lime to 
focus on other cases, it is not a significant enough reduction to produce a cost savings. However, an additional 27 
cases a year for the supreme court would represent a greater than 10% increase in its civil caseload.

In order to mitigate the impact of these additioi al cases the court will hire a central staff attorney with expertise in 
workers’ compensation law to research the record and the legal issues associated with each of the workers' 
compensation cases. This assistance should :eauce the time required to resolve these cases and lessen the impact 
they will have on other matters before the court.

Additionally, this note reflects the costs of an administrative assistant to assist the attorney and an additional clerical 
position to handle the increased paper work and to interact with the agency in the preparation of the records on 
appeal.

This note conservatively assumes that the number of cases appealed to the court system will not grow above the 
current average of 36 cases a year Should that average increase the court system may be back before the 
legislature with a request for additional funding.

STATE OF ALASKA BILL NO. SB 1002_________
2004 LEGISLATIVE SESSION
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note If correction): 
Title An A c t ... establishing a Workers' 

Compensation Appeals Commission

Fiscal Nolo Number:
Bill Version:
(S) Publish Date:

Dept. Affected 
'BRU

SB 1002
6/22/04

Administration
Centralized Administrative Services

Component Office of Administrative Hearings
Sponsor
Requester

Rules Committee
Governor

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

2771

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 681.1 681.1 681.1 681.1 681.1
Travel 0.0 8.4 8.4 8.4 8.4 8.4
Contractual 0.0 98.6 78.6 78.6 78.6 78.6
Supplies 0.0 38.4 2.8 2.8 2.8 2.8
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 826.5 770.9 770.9 770.9 770.9

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) j | I I i I

FUND SOURCE /Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menlal Health
1007 I/A Receipts 0.0 826.5 770.9 770.9 770.9 770.9

TOTAL 0.0 826.5 770.9 770.9 770.9 770.9

Estimato of any curront year (FY2004) cost: 0.0
Chock this box (X) if funding »or this bill Is Included In tho Governor's FY 2005 budgot proposal: 

POSITIONS _____________________________________________
Full-time 8 8 8 8 8
Part-time
Tem poral/

ANALYSIS: (Attach a soparato pnqo if nocossory)
This legislation transfers a number of functions from the Division of Workers' Compensation and the 
former Workers' Compensation Board to the new Commission (all within the Department of Labor and 
Workforce Development) and the Office of Administrative Hearings (in the Department of Administration). 
The fiscal note displays the net change in costs wi'u' the Deparlmeni of Administration. Changes 
include1

Personal Services:
Tho costs of six (6) partially exempt aominislrativo law judge positions. Costs are based upon ranges and 
advanced stops for administrative law judges in order to cover the basic administrative law judgo 
qualifications as well as the level of workers' compensation experience mandated by the bill,__________
Proparod by: Eric Swanson. Director_______________________________________ Phono 465-5655
Division Administrative Sorvlcos Dato/I imo 6/21/04 3:17 PM

Approved by; Ray Matioshowski, Commissioner____________________________  Dato 6/21/2004
Agency Administration_______________________________________________
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FISCAL NOTE #2

ANALYSIS CONTINUATION
Additionally, two (2) Administrative Clerk III position are created to provide clerical support for the 
administrative law judges.

Travel:
Planned travel includes 6 trips to Juneau for administrative law judges.

Contractual:
Includes annual recurring leased space cost and the estimated first year build out costs for adequate 
space to conduct hearings and confidential work. Other costs include estimated annual phone and 
equipment charges and administrative overhead.

Supplies:
Includes the cost of computer purchases, office furniture, and other one time costs necessary to establish 
the office and annual consumable supply costs.

STATE OF ALASKA BILL NO. SB 1002__________
2004 LEGISLATIVE SESSION
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FISCAL NOTE

Revision Date/Time (Note if correction): Department Labor and W orkforce Dovolopmont
Title: An Act...establishing a W orkers'_______________ RDU: W ork Com p Appeals Comm (now)
________________ Compensation Appeals Commission__________ Component: W orkers' Compensation___________
Sponsor: Rules Committee______________________________  Appeals Commission (new)______
Requester; Governor Component Number new#

STATE OF ALASKA Fiscal Nole Number: 3__________
2004 LEGISLATIVE SESSION Bill Version: _________ SB 1002______________

(S) Publish Date: 6/22/C4

Expenditures/Revenues____________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below. ____
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 (553.3) (553.3) (553.3) (553.3) (553.3)
Travel 0.0 28.0 2 8 0 28.0 28.0 28.0
Contractual 0.0 918.5 810.4 810.4 810.4 810.4
Supplies 0.0 10.4 10.4 10 4 10.4 10.4
Equipment 0.0 11.6 0.0 0.0 0.0 0.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 415.2 295.5 295.5 295.5 295.5

CAPITAL EXPENDITURES I

CHANGE IN REVENUES (1 1 5 7 ) 0.0 18.0 18.0 I 18.0 18.0 18.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt*
1037 GF/Mental Health
1157 Workers Safety Account 4 1 5 2 295.5 295.5 295.5 2 9 5 5

TOTAL 0.0 415.2 295.5 295.5 295.5 295.5

Estimate of any curront yoar (FY2004) cost: None
Mark this box (X) if funding for this bill Is Included In tho Governor's FY 2005 budget proposal: 

POSITIONS
Full-time -5 -5 •5 -5 -5
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

See attached

Prepared by: Paul Llsanklo. Dlroctor  Phone 465-2790
Division Workors’ Compensation Division  Dato/Timo 6/21/04 3:39 PM

Approved by. Grog O'Claray. Com m issioner_______________________________  Date 6/21/2004_______
Agency Dopartmont of Labor and W orkforco Dovolopmont___________
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FISCAL NOTE Hi

STATE OF ALASKA BILL VERSION: SB 1002
2004 LEGISLATIVE SESSION

ANALYSIS (continued)
This legislation establishes a Workers' Compensation Appeals Commission and replaces the Alaska Workers' 
Compensation Board effective July 1,2005. It also transfers a number of functions from the Division of Workers' 
Compensation and the former Workers' Compensation Board lo the new Commission (all within the Department 
of Labor and Workforce Development) and tire Office of Administrative Hearings (in the Department of 
Administration). The fiscal note displays the net change in costs withu. 'he Department of Labor and Workforce 
Development associated with these changes. Changes include:

Existing New W C Net
W C Division Appeals Change

Personal Services (809.2) 255.9 (553.3)

Travel (36.8) 64.8 28.0
Contractual (70.7) 989.2 918.5
Supplies (8 6 ) 19.0 10.4
Equipment 11.6 11.6

Total (925.3) 1,340.5 415.2

New W orkers' Compensation Appeals Commission budget component:

Operating Expenditures:

Personal Services: The Appeals Commission is comprised ol 4 new positions and 4 volunteer members:
Ranpe

Commission. Chair 27 A
Commission, Member 
Commission, Member 
Commission, Member 
Commission. Member 

Admin. Services Mgr./ 19 A
Commission Clerk 

Admin Clerk III 10A/B
Admin. Clerk II 8 A/B

The personal services costs ol 5255 9 are associated with the above positions An administrative manager 
position is included to assist tho chair in fulfil'mg the diverse 'court dork," budget/fiscal, and organizational 
administration functions assigned under the bill.

Travel Appeals Commission travel costs of 564 0 have been minimized by basing the Commission and holding 
all its appeals hearings in Anchorage. Commission administrative staff are also located In Anchorage Planned 
travel includes 3 trips to Juneau lor the Commission chair and Commission Clerk/Administrative Manager. 
Commission travel also includes both actual travol costs associated with the four citizen Commission members 
attending appeals proceedings and a S200/day stipend payable for each day spent on Commission business

Contractual Under the bill the Commission will request Administrative Law Judges employed by tho Offico of 
Administrative i leanngs to conduct the initial hearings previously done by Workers' Compensation Board hearing 
panels and Workers' Compensation Hearing Officers The Commission is expected to incur 5826 5 ir. mtractual 
costs for Administrative Law Judge services Those costs are basod upon ranges and advanced stops for 
Administrative Law Judges in order to cover the basic Administrative Law Judge qualifications as well as the level 
of workers' compensation experience mandatod by tho bill

Page 2 of 4



STATE OF ALASKA
2004 LEGISLATIVE SESSION

BILL VERSION: SB 1002

FISCAL NOTE #3

A N A L Y S IS : (continued)

A reduction in tho total numbers of hearing officers (currently eight authorized Workers' Compensation Hearing 
Officers versus expected six Administrative Law Judges) is based upon a reasonably expected increase in 
productivity. That increase would result from 1) Lhe increased experience and qualifications justifying Range 24 anJ 
advanced step pay and 2) a lessening of turnover associated with upgrading the positions. Also, a reduction is 
supported by one substantive change in the bill that removes the need for review of Compromise & Release 
agreements involving injured workers represented by an attorney licensed to practice in the State of Alaska

The bill also requires that Appeals Commission offices be ‘physically separate’ from those of tho Workers' 
Compensation Division. The Commission's contractual budget includes one-time costs of achieving the mandated 
physical separation of $52.5 for its Anchorage offices. Those costs include demolition, construction, staff relocation, 
and vcice and data line wiring.

Supplies and Equipment: A budget of $10.4 for general office supplies and S11.6 for equipment is necessary to 
operate the Appeals Commission.

New Foos/Flnos:

The bill authorizes the Appeals Commission to charge a $100.00 fee for the filing of an appeal. This is expected to 
amount to a yearly total of approximately $6,000 00 payable to the Workers' Safety and Compensation Administration 
Account.

The bill also allows the Appeals Commission to order the parlies to an appeal to pay for its costs of preparing the 
appeal file. At $200.00 per appeal that could be expected to total $12,000.00 per year payable to the Workers'
Safety Account.

The bill also authonzes the Division of Workers' Compensation to seek the imposition of civil penalties against 
employers that violate the statutory requirement to insure or properly self-insure for their employees' workers' 
compensation benefits. Appeals Commission hearing examiners would be authorized to award penalties up to a 
maximum of S100.00 per day per employee. Based upon FY 2003 statistics penalties totaling $217,900 00 could 
have been assessed (or each day the 189 identi'ied. uninsured employers failed to insure the workers' compensation 
benefits of their 2,179 employees It is unclear whether these penalties under AS 23 30.080 were intended to be 
considered as penalties under 'this section' (AS 23 05.067). Due to the speculative nature of these penalties, and 
the uncertainty of their collectability and qualification for inclusion, no adjustment to the Workers' Safety and 
Compensation Administration Account is currently included

Existing W orkers' Comnonsatlon budoot component:

Operating Expenditures:

Personal Services: The Workors' Compensation Division and the Workers' Compensation Board would delete the 
following positions:

Range 
23 B 

21 M 
21 K 
21 F 
21 0/C  
21 B/C 
21 B/C 
21 A 

18 K
14 Workors' Compensation Board Members —

Chief of Adjudication 
Workers' Compensation Hearing Olficer 
Workers' Compensation Hearing Officer 
Workers' Compensation Hearing Officer 
Workors' Compensation Hearing Officer 
Workers' Compensation Hearing Officer 
Workers' Compensation Hoarmg Officer 
Workers’ Compensation Hearing Officer 
Workers' Compensation Officer II
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STATE OF ALASKA
2004 LEGISLATIVE SESSION

BILL VERSION: SB 1002

FISCAL NOTE #3

ANALYSIS: (continued)
Many responsibilities previously lodged in the AWCB have been reassigned to the Division Director. While some will 
be absorbed by the remaining Workers’ Compensation Officers, others require more advanced legal and 
administrative hearing skills. Reflecting the increased responsibilities the bill places upon the Division Director, and 
the loss of the Chief of Adjudication, the Division will retain one Workers' Compensation Hearing Officer or equivalent 
(Range 21) position.

This position will allow the Director to delegate some of the duties for making investigations and determinations to the 
incumbent.

The bdi shifts to the Office of Administrative Hearings Administrative Law Judges the requirement to hold any 
prehearing conferences needed to plan hearings and to resolve discovery disputes In Anchorage, where there are 
currently three W CO  ll's and two technicians, this reduction and shifting other work will require one less Workers' 
Compensation Officer II

Travel Travel costs are reduced by (S36 8) to reflect transfer of travel and Board member stipends (currently $50.00 
per day) to the Appeals Commission.

Contractual and Supplies Reflects reductions in fixed costs, space lease in Anchorage and Fairbanks, and other 
contractual costs totaling ($70.7) And also reflects transferring ($8 6) for supplies to the Appeals Commission

Funding

Funding for the net cost increase resulung from this legislation will be from the Workers' Safety and Compensation 
Administration Account and reserves This assumes passage of legislation to reverse the sweep of the reserve 
balance Failure to reverse tho sweep may force a reliance on General Funds for some of these costs as most 
recurring W SCA Account revenue is accounted for in the Governor's FY 2005 budget
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction): 
Title An act refoming Workers'

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected: 
'R D U

SB 1002
6/22/04

Administration

Compensation adjudication
Risk Management

Sponsor
Requester

Rules
Component Risk Management

By request of the Governor

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

71

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING • 9 • • • •

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Montal Health
Other (Specify Typo--Do not abbreviate)

TO TAL • 9 • • • •

00Estimato of any current yoar (FY20C4) cost:
Mark this box (X) If funding for this bill Is Includod In tho Governor's FY 2005 budgot proposal:

POSITIONS
Full-timo
Part-timo
Temporary

ANALYSIS: (Attach a separata doqo it  nocossarv)
Significant reform to tho adjudication process for workers' compensation claims is proposed in this 
comprehensive legislation,
In time, those stroamlining measures are projected to reduce expenses presently incurred in rosolving 
disputes in determining claim and benefit obligations.
As an authorized self-insured omployer, the state will experience theso savings In its solf-insurance 
program administered by Risk Management In future years.

Risk Management's workors' compensation premium assessments to stato agencies will reflect the 
reductions actually realized as premium chargos are developed from actual claims oxponso incurred

Proparodby: J Brad Thompson, Diroctor_________________________________________Phono 465-5723
Division Diroctor Dato/Ttmo 5/21/04 3:23 PM

Approvod by: R n; Mnlmshowskl, Commissioner_____________________________  Date 6/21/2004___________
Agoncy D o p i'l monl of Administration__________________________________
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Proposed W orkers’ Compensation Reform Bill 
Section bv Section A nalysis

This legislation substantially reforms the workers’ com pensation system . 
This year, workers com pensation premiums increased by an average o f  21% for all types 
o f  em ployers. Premiums for 17 types o f  em ployers, including child care and hospital 
non-professionals went up over 50%. This legislation addresses claim  costs by bringing  
consistency and speed to contested cases. This should benefit both em ployers and 
em ployees. The legislation does not change benefits paid to injured A laskan workers.

This legislation also makes changes to the agency that protect workers 
com pensation recipients from nonpaym ent by insolvent insurers, and protects em ployers 
who purchased insurance from liability in case o f  insurer nonpayment.

The present system  o f  administering the workers’ com pensation act, A S  
23.30, is replaced with a new  system  that divides adjudication o f  claim s and petitions 
arising under the act from the executive functions o f  administration, investigation, and 
enforcement. The A laska W orkers’ Com pensation Board, (board) com posed o f  seven  
panels o f  volunteer m em bers and the Com m issioner o f  Labor and W orkforce 
D evelopm ent, is removed. Its administration, investigation, and enforcem ent pow ers are 
transferred to a director o f  a division o f  worker's com pensation. The board's claim  
hearing functions are transferred to independent administrative law judges (A LJs) in the 
office o f  administrative appeals in the Department o f  Administration. This conform s the 
w orkers’ com pensation system  to that recently adopted by the Twenty-Third A laska State 
Legislature in HCS C SSB 203(F IN ).

This legislation also changes the process o f  adjudication to encourage more 
consistency in legal interpretation and increase the speed and accessib ility  o f  appellate 
review. Cases arc heard first by ALJs, with expertise in workers’ com pensation. The 
W orkers’ Compensation A ppeals C om m ission provides administrative review  in p lace o f  
the Superior Court. The C om m ission, com posed o f  a chair with legal experience in 
workers’ com pensation, and four cili/.cn members even ly  divided betw een  
representatives o f  em ployers and em ployees, acts as an administrative appellate body  
with broad powers o f  review . The com m ission ’s v ision s w ill be published and arc 
binding. The com m ission ’s decisions may be appealed directly to the Suprem e Court, 
without review  by the Superior Court.

This legislation g ives the director strong new  enforcem ent tools and direct 
power to administer, investigate, and enforce obligations created by the workers' 
com pensation laws. T hese include new civil penalties against uninsured em ployers, 
subpoena powers, the pow er to exam ine em ployer books, the power investigate fraud, the



pow er to intervene in disputed cases and the power to file an appeal. The director w ill be 
able to engage in informal dispute resolution outside the adjudication system , and, in aid 
o f  that function, has the pow er to order independent m edical exam inations to resolve  
differences between medical providers.

In addition to fundamental structural changes, this legislation contains other 
system ic improvements. Provisions are made for summary disposition o f  cases, such as 
w here there is no jurisdiction or where there are no disputes o f  material fact. 
C om pensation paid to non-residents is capped at the rate that w ould be paid i f  the 
recipient resided in A laska. Provisions are included that w ould allow  stop work orders to 
be issued and civil penalties to be assessed  against uninsured em ployers on short notice  
w here the em ploym ent contains hazards that could reasonably be expected to 
im m ediately cause an em ployee death or serious physical harm. Finally, adjusters and 
risk managers are required to report fraud and persons reporting fraud are granted 
im m unity for good faith reports.

Because the w orkers’ com pensation act is lengthy, and the board is 
responsible for or involved in alm ost all aspects o f  the current w orkers’ com pensation  
system , this legislation contains a large number o f  what are essentially  conform ing  
am endm ents, replacing the board with the director, an ALJ, or the com m ission , as the 
function requires,

Provisions giving e ffect to the w orkers’ com pensation system  reorganization may 
be found in Sections 11, 12, 59, 60 , 63-66 , 1 OS-110 and 112. Provisions related to new  
enforcem ent tools may be found at Sections 3 9 ,4 0 ,  42 , 84, 85, 98 and 99. Other changes 
to current workers' com pensation procedures (other than reassignm ent o f  function) may 
be found in Sections 14, 39 -40 , 42 , and 59. Provisions important to insurance 
restructuring, the A ssigned Risk Pool, and A laska Insurance Guaranty A ssociation  are 
found in Sections 1-7 and 111. The cap on benefits paid to out o f  stale residents is in 
Section 87.

S ection  1 is a declaration o f  leg isla tive intent to reform the w orkers’ com pensation  
insurance system  to ensure payment o f  benefits w hen an insurer becom es  
insolvent, expand representation o f  workers com pensation on the A laska  
Insurance Guaranty A ssociation , and reduce the costs o f  w orkers’ 
com pensation prem ium s to em ployers. T his declaration o f  intent applies only  
to the first seven sections of this act.

S ection  2 amends A S 0 8 .IS. 101(1) to rem ove a reference to the board and transfers the 
authority to issue certificates o f  self-insurance from the board to the director 
o f  the division o f  w orkers’ com pensation.

Section b y  Section A nalysis
P roposed  W o rk ers ’ C om pensa tion  R eform  Bill



Section  3 creates a new  statutory provision, A S 21 .09 .090(e) w hich provides that insurers 
that transact workers' com pensation insurance in this state must m aintain in 
the state a special deposit o f  cash or securities for the protection o f  persons in 
Alaska covered under workers' com pensation insurance. The insurer must 
maintain this special deposit as long as there is any outstanding liability  for 
workers' com pensation. I f  an insurer is unable to pay workers' com pensation  
because it is an insolvent insurer, the deposit will be im m ediately available to 
the Alaska Insurance Guaranty A ssociation  for continuation o f  claim s benefits  
to eligible workers. This revision provides additional financial protection for 
Alaskan workers in the event that workers' com pensation insurer becom es  
insolvent and unable to pay claims.

Section  4 creates a new statutory provision, A S 21 .09 .095  w hich provides that insurers 
who transact w orkers’ com pensation insurance in this stale must maintain in 
the stale a special deposit equal to the insurer’s assum ed w orkers’ 
compensation assigned  risk pool loss reserves. This provision requires insurers 
to collateralize their quota share o f  loss reserves from the A ssigned  Risk Pool. 
The director o f  insurance shall make funds from the pool available to fund an 
insurer’s obligations to the pool in the event that the insurer becom es insolvent 
or otherwise fails to satisfy  it workers’ com pensation assigned risk pool 
obligations.

Section  5 amends AS 21 .24 .130(d ) to make a technical change regarding the special 
deposit described in Section  3 above, indicating it is not subject to an order 
transferring it to a receiver.

Section  6 creates a new statutory provision, A S  21 .39 .155(d ) requiring the A ssig i ed Risk  
Pool to operate on a self-funding basis on a three-year m oving average basis.

Section  7 repeals and reenacts A S  21 .S0.050 relating to the board o f  governors o f  the 
Alaska Insurance Guaranty A ssociation . The com position o f  the board o f  
governors o f  the A laska Insurance Guaranty A ssociation is m odified by this 
provision to include representatives from m anagem ent, labor and a licensed  
insurance provider, agent, broker or manager. This change w ill expand the 
expertise o f  the board o f  governors to address workers' com pensation issues. 
Section 107 below  provides for the transition o f  the terms o f  the m em bers o f  
the current board o f  governors.

Section  8 amends AS 2 3 .3 0 .05 .067 (a )(1 )(B ) to rem ove a reference to the board and to 
replace the board by the director o f  the division o f  workers com pensation as 
the recipient o f  reports. This amendment conform s to the amendment to A S  
23 .30 .155(m ) at Section  S2 below .

Section  9 amends AS 23 .0 5 .0 6 7 (e) to include fees received by the com m ission in those 
fees deposited in the workers' safety and com pensation account. It a lso  adds 
new language lo permit the legislature to appropriate funds to the com m ission

Section by Section  A nalysis
P roposed  W o rk ers ’ C om pensa tion  R eform  Bill

3



and for administration and adjudication o f  claim s and petition arising under 
A S 23.30.

Section  10 codifies a statement o f  leg isla tive intent relating to the w orkers’ com pensation  
system . This declaration draws upon previous uncodified statem ents o f  
legislative intent and adds language regarding the fair, careful and rational 
examination o f  evidence.

Section  11 repeals and reenacts AS 2 3 .3 0 .0 0 5 . It creates, within the Departm ent o f  
Labor and W orkforce D evelopm ent, a D ivision  o f  W orkers’ Com pensation  
and a director o f  the D iv ision , appointed by the com m issioner. The director 
m ust have three years experience in the field o f  workers’ com pensation. The 
section g ives the director general powers and duties regarding administration, 
regulation, investigation and enforcem ent o f  the w orkers’ com pensation laws 
and system . The department has the power to adopt regulations proposed by  
the director, instead o f  the board, regarding m edical care and rehabilitation  
providers. This provision transfers certain administrative duties previously  
assigned to the board to the director, including the obligation to notify  the 
state, or a political subdivision o f  the state, i f  it revokes a contractor’s se lf-  
insurance certificate.

Section 12 adds three new  statutory provisions. The first, A S  2 3 .3 0 .0 0 7 , establishes a 
new  workers’ com pensation appeals com m ission within the Department o f  
Labor and W orkforce D evelopm ent, with jurisdiction to hear all 
administrative appeals arising under the w orkers’ com pensation act. The 
com m ission consists o f  five m em bers, appointed for staggered terms o f  five  
years, appointed by the governor and confirm ed by a m ajority o f  the 
legislature. The governor m ay m ake appointments to fill vacancies in the same 
manner for the com pletion o f  the vacant term. A  majority o f  the members is a 
quorum. Four members are citizen  members, com pensated for their sen d ee  at 
S200/day. The citizen m em bers arc equally drawn from those w ho represent 
the em ployees and those w ho represent the em ployers. A ll m em bers m ust be 
residents o f  Alaska for five years preceding appointment, no convicted o f  a 
felony, and not convicted o f  a m isdem eanor related to w orkers’ com pensation. 
In addition to these qualifications, the Chair must be licensed  to practice law  
in Alaska and have five years experience o f  workers’ com pensation law. The 
chair is a full time exem pt sen d ee  em ployee paid at Range 27. A ll members 
shall take the oath o f  office . R easons for removal by the Governor o f  a 
com m ission member arc set out, as w ell as an opportunity to respond to the 
Governor’s charges. Reasons for removal include: m isconduct in o ffice , 
ethical violations, conviction o f  a felony, conviction o f  a m isdem eanor 
regarding workers’ com pensation, inability to serve or handle the caseload, 
incom petence, etc. A panel o f  tw o citizen members (one em ployee  
representative and one em ployer representative) and the chair w ill hear
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appeals. To conduct other business, the chair and equal numbers o f  em p loyee  
and em ployer representatives must be present. R easons for disqualification  
for conflicts are set out in detail, as w ell as a general disqualification i f  the 
m em ber is unable to fair, impartial, and unbiased toward an appeal participant. 
I f  the chair is disqualified, or unavailable for more than ten days, the 
com m issioner o f  labor m ay appoint a chair pro  tern. The com m ission  m ust be 
housed separately from the division to mark the separation o f  the judicial 
process in the w orkers’ com pensation system  from the adm inistrative and 
enforcem ent process.

Section 12 also, in the new  statutory provision A S 23 .3 0 .0 0 8 , sets out the 
powers and duties o f  the new  w orkers’ com pensation appeals com m ission  
and, in A S 23 .30 .009 , the powers and duties o f  the chair o f  the com m ission . 
The com m ission replaces the superior court as the body hearing adm inistrative 
appeals in the w orkers’ com pensation system , and its decisions w ill be binding  
and have the force o f  legal precedence. The com m ission ’s decisions are final 
and conclusive, except that the Supreme Court m ay review  the com m ission ’s 
decisions. The com m ission indexes and publicizes its formal decisions. The  
com m ission has the power to adopt regulations drafted and proposed by the 
chair, as v/cll as rules o f  procedure for hearings and appeals, to adopt an 
official seal, and generally to carry out the powers and duties expressly  
granted or necessarily im plied by the Act. The com m ission  shall award 
attorney fees to successful appellants, but, as currently is the rule, attorney 
fees m ay not be awarded against an em ployee unless the appeal was frivolous, 
unreasonable or taken in bad faith.

The chair o f  the com m ission exercises general supervision o f  the o ffice  o f  the 
com m ission. The chair has the pow er to em ploy and supervise staff, assign  
work, and members to hearing panels, establish a tim e m anagem ent system , 
m anage the calendar o f  hearings and prepare the annual budget o f  the 
com m ission. The chair must prepare and make public an annual report o f  the 
com m ission ’s performance. The chair is barred from other em ploym ent and 
m ay not hold any other public or tribal o ffice , nor hold o ffice  or position in a 
political party.

Section 13 amends A S 2 3 .3 0 .0 1 1(c), which relates to extraterritorial coverage o f  workers 
injured outside Alaska while working for A laska em ployers or w hile under 
contract formed in Alaska. It rem oves references to the board and reassigns 
powers and duties to the division. Certificates o f  insurance issued by other 
states must be filed in the division instead oTthe board. The director replaces 
the board as the appointed out o f  state em ployer’s agent for sen d ee o f  process. 
The director, instead o f  the board, shall sen 'c  notice o f  claim s. E vidence o f  
self-insurance must satisfy the director, instead o f  the board; and, the director
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may require the out o f  stale em ployer to file  satisfactory security to cover the 
amount o f  a claim.

Section 14 amends A S 23 .30 .012 relating to settlem ent o f  claim s. It d ivides the current 
statute into two subsections. It rem oves references to the board and transfers 
from the board to the director the pow er to approve the form o f  settlem ents. It 
requires that settlements be filed in the division. A new  provision requires 
that in cases where workers are not represented by an attorney licensed  to 
practice in this state, or where a beneficiary is a minor, the settlem ent must be 
review ed by an administrative law  judge (ALJ) and m ay be approved w hen it 
is in the best interests o f  the worker or beneficiary. The ALJ m ay hold a 
hearing and require an impartial m edical exam ination. This is a change from  
current law , which requires all workers, regardless o f  representation or 
circum stances, to obtain board perm ission and approval to settle their claim s.

Section 15 amends A S  23 .30 .015(b ), w hich relates to assignm ents o f  rights to recover
dam ages against third parties. It rem oves references to the board, changes the 
place to file com pensation orders from the board to the com m ission , and 
conform s the statute language to m odem  use.

Section 16 amends A S  23 .30 .015(e). It rem oves references to the board and transfers the 
power to determine the attorney fee offset in third party settlem ents from the 
board to an administrative law  judge. It m odernizes the statute language and 
assigns the director the duty to prepare a schedule o f  present values for 
determining third-party settlem ent offsets.

Section 17 amends A S  2 3 .3 0 .0 15(j) to rem ove references to the board, to change the 
recipient o f  notice o f  a third party action for dam ages from the board to the 
division, and to require additional notice to the com m ission  i f  a hearing has 
been requested in the workers’ com pensation case.

Section 18 amends A S  23 .30.025(a) to rem ove references to the board and to change the 
place w here insurance com pany po licy  forms are filed from the board to the 
division.

Section 19 amends A S  23 .30 .030(5) relating to e ffective  dates o f  policy  termination by  
cancellation. It removes references to the board and reassigns the receip ) f  
notice o f  termination from the board to the d ivision.

Section 20 amends A S 23 .30 .030(6) relating to the pow er to make orders or awards
against em ployers, insurers, or both. It rem oves references to the board and 
reassigns making the order or award from the board to an adm inistrative law  
judge.

Section 21 amends A S 23 .30.040(a) relating to administration o f  the second injury fund, 
which is reassigned from the com m issioner to the director. A lso , it rem oves
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references to the board and reassigns the power to order paym ents from the 
fund from the board to the administrative law judge.

Section 22 amends A S  23 .30 .040(d ) relating to refund o f  a paym ent made into the second  
injury fund. It rem oves references to the board and reassigns the pow er to 
direct a refund from the board to the director.

Section 23 amends A S  23 .30 .041(a) to rem ove references to the board and reassign
em ploym ent o f  the reemployment benefits administrator and authorization for 
his staff from the board to the director.

Section 24 amends A S 23 .30 .041(b ) to rem ove references to the board and reassign from 
the board to the department the adoption o f  regulations im plem enting the 
reem ploym ent benefits section and setting standards for rehabilitation  
specialists.

Section 25 amends A S  23 .30 .041(d ) to rem ove references to the board and reassign from  
the board to an administrative law judge the power to review  the decisions o f  
the reem ploym ent benefits administrator.

Section  26 amends A S  23 .30 .041(h ) to rem ove references to the board and to include a 
physician appointed by the director, instead o f  by the board, as a possib le  
source o f  a prediction o f  medical stability for a reem ploym ent plan.

Section 27 amends A S  23.30.041 (j) to m odernize statute language, rem ove references to 
the board, and replace board with an administrative law  judge as the review er  
o f  reem ploym ent benefits administrator decisions on rehabilitation plans.

Section  28 amends A S  23.30.041 (o) to rem ove reference to the board and replace the 
board with an administrative law judge as the review er o f  decisions made by  
the reem ploym ent benefits administrator on non-cooperation by an em ployee.

Section 29 amends A S 23.30.041 (p) to rem ove references to the board. It replaces the 
board with the director as the holder o f  a public m eeting to select a propr "d 
date on which a new  edition o f  the U S  Department o f  Labor’s D ictionai j f  
Occupational T itles shall be im plem ented. The department replaces the b^a’d 
as the agency selecting the date proposed and the director replaces the board 
as the person g iv ing  notice o f  the selected  date.

Section 30 amends A S 23.30.041 (q) to rem ove references to the board and replace the 
board with the division as the agency receiving filed waivers o f  rehabilitation 
benefits and serving notices o f  the waivers. The amendment also replaces the 
board with the director as the agency proscribing or approving the form o f  
such waivers.

Section  31 amends A S 23 .30 .045(d ) relating to the requirement that awardees o f
contracts from the state or political subdivisions o f  the state have w orkers’ 
compensation insurance. The amendment rem oves references to the board
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and changes the agency that furnishes proof o f  insurance from the board to the 
division, and the agen cy  that grants certificates o f  self-insurance from the 
board to the director, conform ing to Section 13 above.

Section  32 amends A S  2 3 .3 0 .0 4 5 (e ) relating to the obligations o f  contracting agencies o f  
the state or political subdivision  o f  the state i f  a contractor has lost coverage. 
The amendment rem oves references to the board and replaces the board with 
the director as the agen cy  notifying the state or political subdivision o f  the 
revocation o f  self-insurance, conform ing to Section 13 above.

Section  33 amends A S 2 3 .30 .065  to rem ove references lo the board and to replace the 
board with the d iv ision  as the agency with the power to require and inspect 
em ployer records o f  injury.

Section  34 amends A S  23 .3 0 .0 7 0 (a ) to rem ove references to the board and to replace the 
board with the d ivision  as the agency w here em ployer reports o f  injury to or 
death o f  an em ployee are filed and w hich m ay require certain inform ation in 
reports o f  injury or death.

Section  35 amends A S 2 3 .30 .070 (b ) lo m odernize language, to rem ove references to the 
board, to replace the board with the d ivision as the agency w here 
supplemental reports o f  the em p loyee’s condition are filed, and to replace the 
board with the director as the agency with power to require such reports.

Section  36  amends A S 2 3 .30 .070 (d ) to rem ove references to the board and to provide  
that com pliance with the reporting requirements o f  the section  are m et by 
mailing to the d ivision  instead o f  the board.

Section  37 amends A S 23 .30 .070(1) to rem ove references to the board, to replace the 
board with an adm inistrative law  judge, w ho after a hearing, m ay require an 
em ployer to pay the penalties for failure or refusal to report as provided by 
this section.

Section  38 amends A S 23 .30 .075  to rem ove references to the board, to replace the board 
with the divisioi as the agency w hich must be provided satisfactory p ro o f o f  
financial ability to pay com pensation and as the source o f  the copy o f  the 
certificate o f  self-insurance. The director replaces the board as the agency that 
may exercise discretion to require acceptable security, indem nity or bond from  
an em ployer to secure paym ent o f  com pensation liabilities.

Section  39 amends A S 23 .30 .0S 0(d ) regarding proceedings to obtain stop work orders 
against uninsured em ployers. The amendment provides that the director may  
petition for a stop work order, replacing the general grant o f  authority o f  the 
board to issue a slop  work order. The hearing must be held within 20 days 
after service o f  the d irector’s petition. The hearing to be held on short notice  
i f  the director presents ev idence that a hazard in the em ploym ent constitutes a 
danger that could reasonably be expected to cause an em p loyee o f  the
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uninsured em ployer death or serious physical harm. The adm inistrative law  
judge must issue a decision within seven days o f  the hearing. Finally, the 
amendment rem oves references to the board and transfers the pow er to assess  
a civil penalty from the board to an administrative law judge.

Section  40 creates two new  statutory provisions relating to penalties against uninsured  
employers. A S 2 3 .3 0 .0 8 0 (e) authorizes the director to petition an 
administrative law ju d ge to order a civil penalty o f  SI 00 for each uninsured  
em ployee for each day the em ployee is em ployed without coverage. The  
penalty is payable lo  the state. A s in AS 23 .30 .080(d) relating to stop work  
orders, failure to file  evidence o f  insurance with the division would create a 
rebuttable presumption o f  failure to insure. In addition, as in 2 3 .30 .080 (d ), 
time periods for proceedings are shortened. The hearing m ust be held w ithin  
20 days o f  service o f  the director’s petition on the em ployer and a civil penalty  
hearing may be held on short notice if  the director presents evidence that a 
hazard in the em ploym ent constitutes a danger that could reasonably be 
expected to cause an em ployee o f  the uninsured em ployer death or serious 
physical harm. A  decision  m ust be issued within seven days o f  the hearing.
A S 23 .30 .080(f) authorizes the director to declare an em ployer in default i f  the 
em ployer fails to pay a civ il penalty under subsection 080(d) (failing to 
com ply with a stop work order, S I 000 per day) or subsection 080(1) (failure to 
insure em ployee SI 00  per em ployee per day) within seven days o f  the date 
ordered. U pon filing a certified copy o f  the penalty order and a declaration o f  
default with the clerk o f  the superior court, the court shall enter judgm ent for 
default. The attorney general, as requested by the director, shall take 
appropriate action to co llect on the default judgm ent, and a writ o f  execution  
may be issued on the judgm ent. The person against whom the judgm ent is 
issued may seek court review  o f  the judgm ent as allowed b y  the Civil R ules.

Section  41 amends A S 23 .30 .085(a ) relating to filing evidence o f  com pliance w ith
workers’ com pensation insurance requirements. The amendment rem oves 
references to the board, replaces the board with the division as the agency with  
which evidence is filed and w hich may provide copies o f  the certificate o f  
self-insurance. The am endm ent also replaces the board with the director as 
the person who prescribes the form o f  evidence o f  insurance.

Section  42 amends AS 23 .30 .090  to rem ove reference to the board and substitute the 
director for the board as the agency that issues certificates o f  self-insurance. 
This section adds a provision for a hearing conducted by an administrative law  
judge before revocation o f  self-insurance certificates, within 20 days o f  
service o f  the petition for revocation on the em ployer. The adm inistrative law  
judge must issue a proposed decision within 14 days. The director m ay  
amend, adopt or reject the administrative law ju d g e’s proposed decision. This 
shortens the existing period for decisions in these cases.
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Section 43 amends A S 23 .30 .090  to add a new  statutory provision, A S 23 .30 .090(b ), that 
testim ony in a self-insurance revocation hearing shall be recorded but not 
transcribed unless further review  is initiated.

Section 44  amends A S  23 .30 .095(a) to conform  language to m odem  usage. It also
rem oves references to the board and replaces the board with an administrative 
law judge as review er o f  em ployee claim s for m edical benefits beyond tw o  
years from the date o f  injury, and authority for continued care or treatment.

Section  45 amends A S 23 .30 .095 (c) relating to reports and claim s for m edical treatment 
by rem oving references to the board and reassigning its functions. This 
section replaces the board with the division  as the agency that receives filed  
physician reports; replaces the board with the director as the agency that 
approves the form for reports; and, replaces board with an administrative law  
judge as the agency that decides lo excuse failure to g ive  notice and m akes 
awards o f  m edical benefits. This section  also transfers authority to m ake 
regulations from the board to the director, w ho proposes regulations, and the 
department, which adopts the proposed regulations.

Section 46  amends A S 23 .30 .095(d ) to rem ove references to the board and transfer
authority from the board to an adm inistrative law  ju d ge to order suspension o f  
paym ent o f  com pensation during a period o f  unreasonable refusal to obtain 
m edical treatment.

Section  47 amends A S 23 .3 0 .0 9 5 (e) relating to independent m edical exam inations. It 
rem oves references to the board and transfers from the board to an 
administrative law judge the authority to make orders for m edical 
exam inations, suspend or forfeit com pensation during a period o f  refusal to 
attend an exam ination. The director is given  authority to order autopsies in 
cases o f  death, in v iew  o f  the necessary speed associated with such orders. It 
also m odernizes the language o f  the statute and conform s it to current usage.

Section 48 amends A S 23 .3 0 .0 9 5 (f) relating to regulation o f  fees charged for m edical 
treatment. The am endm ent rem oves references to the board. It transfers 
authority to regulate charges for m edical treatment to the department and 
adopt, by regulation, fee schedules. It transfers to the director authority to 
determine usual, custom ary and reasonable fees in the com m unity and p .oposc  
fee schedules to the department for adoption.

Section 49 amends AS 23 .30 .095(h ) to rem ove references to the board and replaces the 
board with the d ivision  as the place pleadings and physician reports are filed. 
The amendment also m odernizes language in the statute to current usage.

Section 50 amends AS 23 .30 .095 f j) to rem ove references to the board and to reassign  
from board to the director authority to appoint a m edical services review  
com m ittee or contract with organizations lo assist and advise the director,
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instead o f  the board, in matters respecting m edical care under the workers’ 
com pensation act.

Section 51 amends A S 23 .30 .095(k ) to rem ove references to the board and transfers
authority to the director to require a second independent m edical exam ination  
from a list maintained by the director. The report o f  the exam ination is sent to 
the division instead o f  the board.

Section 52 amends A S 23 .30 .100(a) to rem ove a reference to the board and substitute the 
division as the recipient o f  notice o f  an injury or death. The amendment also  
m odernizes the statute language.

Section 53 amends A S 23 .30 .100(c) to rem ove reference to the board and substitute the 
d iv ision ’s o ffice  as the recipient o f  filed notices o f  injury or death.

Section 54 amends A S 23 .30 .100(d ) to rem ove references to the board and to transfer
authority to an administrative law  judge to determ ine that an em ployer has not 
been prejudiced by failure to g ive notice or to excuse the failure to g ive  notice. 
The am endm ent also m odernizes the language o f  the statute.

Section 55 amends A S  23 .30 .105(a) to rem ove references to the board and transfers to an 
administrative law  judge the authority to determ ine i f  an em ployee w ho fails 
to file a claim  within the tim e allow ed b y  the statute has full right to claim  
com pensation, tim e lim itations notwithstanding.

Section 56 amends A S 23 .30 .107  to rem ove references to the board and to replace the 
board with the division as the agency w here a petition for protective order 
must be filed and where w orkers’ com pensation files are m aintained. The 
amendment also replaces the board with the d ivision, the com m ission  and the 
office o f  administrative hearings as agencies that m ay release records as 
provided by the statute and replaces the board with the com m ission , the 
director or an administrative law  judge as authorized to d iscuss records in a 
decision and order.

Section 57 amends A S 23 .30 .108(a) to rem ove a reference to the board and replace the 
board with the division as the agency w here a petition is filed. The 
amendment also conform s language to correct usage. This section also amends 
A S 2 3 .3 0 .10S(b) to rem ove references to the board and substitute the 
administrative law judge, assigned at the request o f  the o ffice  o f  the 
com m ission, for board as the agency scheduling prehearing conferences, and 
replacing the board’s designee with an adm inistrative law ju d ge us the person 
conducting the prehearing conference. In addition, the d ivision  is required to 
notify the com m ission o f  petitions for protective orders. Finally, this section  
amends A S 23 .30 .108(c) to authorize an adm inistrative law  judge, instead o f  
the board’s designee, to direct parties to release or produce docum ents and 
make rulings on d iscovery matters. It creates a new  provision  for an expedited



review  o f  an administrative law ju d g e’s d iscovery rulings by the com m ission  
and sets deadlines for response to a petition for review  by the com m ission.

Section  58 amends A S 2 3 .3 0 .1 1 0  to rem ove references to the board throughout the
statute and to transfer certain powers and duties to administrative law  judges  
in the o ffice  o f  administrative hearings and the o ffice o f  the com m ission. The 
amendment also adds petitions to the statute to regularize procedure for claim s 
and petitions into a single process, and adds the phrase “opposing party” to 
include persons other than the em ployer w ho require service o f  a claim or 
petition. This section substitutes service b y  certified mail for registered mail.
It provides that the office o f  the com m ission  is the place to file an affidavit o f  
readiness for hearing. An administrative law  judge, instead o f  the board or 
board designee, is authorized to conduct pre-hearing conferences, plan  
discovery and other preliminary matters, and set a reasonable hearing date i f  a 
party opposes a hearing request. A n adm inistrative law judge, instead o f  the 
board, shall schedule unopposed hearing requests within 60 days, and give  
notice to the parties. This section transfers authority to prescribe 
controversion forms from the board to the director. This section  also transfers 
authority to make decisions and grant continuances from the board to the 
administrative law  judge. The word “parties” replaces “claim ant and 
em ployer” as persons w ho may present ev idence at a hearing. In addition to 
the authority to award benefits, the am endm ent adds authority to d ism iss a 
claim , after an em p loyee’s death. Finally, the language o f  the statute is 
conform ed to current usage.

Section  59 creates two new  statutory provisions, A S  2 3 .3 0 .1 10(i) and (j), which authorize 
the dism issal o f  certain claim s before a hearing on the merits and the grant o f  
summary decisions in certain instances. D ism issal o f  claim s, described in A S  
2 3 .3 0 .1 10(i), m ay occur when the claim  is for re lie f that cannot be granted 
under the w orkers’ com pensation act, there is a lack o f  jurisdiction over the 
subject o f  the claim  or the person requesting dism issal, there is improper 
service o f  the claim , the claim  has not been prosecuted or a hearing not 
requested within two years as required by the statute, or, the claim  is barred by 
a statute o f  lim itation. I f  defects in jurisdiction, service or the requested relief  
arc cured within 60 days, the order o f  d ism issal may be vacated. Grant o f  
summary decision on petition, authorized in A S  2 3 .3 0 .1 10(j), is permitted at 
any time i f  an administrative law judge determ ines that all reasonable 
discovery has been made on the issues presented in the petition, and the record 
show s there is no genuine issue o f  material fact and the petitioner is entitled to 
a decision as a matter o f  law. The adm inistrative law judge may file  a 
com pensation order in favor o f  the petitioner i f  the summary decision disposes 
o f  all issues in the claim regarding the petitioner. This provision establishes a 
m eans o f  obtaining final rulings on matters o f  law where the facts are not
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disputed, w ithout forcing parties to proceed together to a full hearing on the 
merits.

Section  60 creates two new  statutory provision, A S 2 3 .3 0 .1 1 2 , relating to the additional 
qualifications and authority o f  administrative law  judges beyond those in A S  
44.64 , created by H CS CSSB 203(F IN ), and A S  23 .30 .113 , relating to 
hearings before administrative law judges. This am endm ent provides that 
administrative law  judges em ployed by the o ff ic e  o f  administrative hearings 
w ill hear claim s and petitions. The am endm ent provides that adm inistrative  
law judges must be licensed to practice law  in A laska and have three years o f  
experience in w orkers’ com pensation or a sim ilar field o f  practice. This 
amendment sets standards for performance o f  their duties. Authority  
previously granted to the board is transferred to administrative law  judges: to 
issue subpoenas and request enforcem ent o f  their subpoenas by the superior 
court, require reports o f  treatment, and arrange hearings to preserve testim ony  
in other states. T he new  provision A S 2 3 .30 .113  transfers to hearings by  
administrative law  judges certain provisions regarding standards for hearings 
previously conducted by the board. A  new  provision  m akes sp ecific  w hich  
portions o f  the A laska Adm inistrative Procedure A ct apply to hearings. N ew  
provisions set standards for impartiality, perform ance o f  duties and 
disqualification from  a hearing, incorporating b y  reference A S  44 .64 .070 . 
Another new  provision  prohibits ex parte  com m unications with the 
administrative law  ju d ge. Finally, this am endm ent transfers from the board to 
the adm inistrative law  judge the requirement that the hearing be recorded and 
be public.

Section 61 amends A S  2 3 .30 .115  relating to w itness fees and subpoenas to appear as a 
w itness. This section  rem oves references to proceedings before the board and 
substitutes hearings before an administrative law  judge or the com m ission .
This section substitutes the word “hearing” for “proceeding” because  
w itnesses (as d istinct from parties) are not required by subpoena to appear at 
other forms o f  proceedings before the com m ission  or an administrative law  
judge. A new provision is added to allow  the com m ission  clerk to issue 
subpoenas for hearings, depositions, and production o f  records, and to direct 
the superior court to enforce the subpoenas at the request o f  the com m ission  as 
provided in A S 44 .62 .590 .

Section  62 am ends A S  2 3 .3 0 .120(b) to rem ove a reference to the board and transfer to an 
administrative law  judge the authority to excu se failure to g ive notice. This 
am endm ent conform s to Section 54 above. There is no change lo the 
substance o f  AS 23 .30 ,120 , which contains the presum ption that “a claim  
com es within the provisions" o f  the w orkers’ com pensation  act.

Section  03 repeals and reenacts A S 23 .30 .122 , relating to determ inations o f  the
credibility o f  w itnesses. The former statute provided that the board had the
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so le  power to determ ine credibility o f  w itnesses and that the board’s findings 
concerning the w eight o f  a w itnesses testim ony, including m edical testim ony  
and (unsworn) reports were conclusive. The am endm ent transfers to the 
administrative law  ju d ge on ly  the so le  power to determ ine the credibility o f  a 
w itness who appears before the administrative law  judge in hearing. Section  
66 includes provisions transferring to the com m ission  the authority to m ake  
conclusive findings concerning the weight o f  evidence. A  new  provision is 
added to require sp ec ific  findings when credibility is disputed.

Section  64 creates a new  statutory provision, A S 23 .30 .124  'hich clarifies the process  
and time for reconsideration o f  a com pensation on. * (adm inistrative law  
ju d ge’s decision) and lim its the delay o f  finality o f  a com pensation order by  
lim iting the time for reconsideration. Reconsideration may be ordered upon  
the administrative law  judge’s own motion or on petition o f  a party filed  
within 15 days o f  m ailing o f  the com pensation order. The adm inistrative law  
ju d g e’s power to order reconsideration expires 30 days after the com pensation  
order. I f the adm inistrative law  judge docs not file  an order o f  reconsideration  
within 30 days o f  the date the com pensation order w as m ailed, any pending  
petition for reconsideration is denied. H ow ever, i f  an adm inistrative law  
judge issues an order o f  reconsideration, then the com pensation order w hich is 
being reconsidered is stayed until the decision  on reconsiderati n is filed by  
the administrative law  judge. The administrative law  judge m ust file  his or 
her decision on reconsideration within 30 days o f  w hen the order for 
reconsideration w as filed. This amendment also provides that reconsideration  
is made on the record and any additional argument allow ed by the 
administrative law  judge.

Section  65 repeals and reenacts A S  23 .30 .125  relating to review  o f  com pensation orders. 
It replaces superior court review  o f  board decisions with com m ission  review  
o f  com pensation orders (administrative law judge decisions). The am endm ent 
sets a date on w hich  com pensation orders arc final unless review  is 
undertaken. It m akes explicit that the com m ission  has the pow er to review  
administrative law  ju d ge decisions and orders, and that orders may not be 
suspended, reconsidered or set aside except through the com m ission  process. 
This amendment also  creates a provision for stays o f  orders pending appeal. It 
requires a party seek ing a stay to produce evidence o f  irreparable dam age. If a 
party seeks a stay o f  continuing periodic com pensation paym ents, the party 
seeking the stay must demonstrate that the appeal is likely to be decided  
adversely to the com pensation recipient. The com m ission  m ay a llow  a 
hearing on the stay on three days notice to the parties and director.

Section  66 creates four new  statutory provisions relating to com m ission  review  o f
director decisions, com m ission  procedure on appeal, com m ission  authority to 
review  and judicial review  o f  com m ission proceedings. The first, AS
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23.30 .126 , establishes com m ission  review  o f  director decisions that affect a 
right, privilege, benefit or duty under the act. It describes the m ethod o f  
undertaking review  and allow s 30 days for a director decision to be appealed  
to the com m ission. T his provision also establishes the sam e standard for 
obtaining a stay o f  appeal o f  a director decision as o f  a com pensation order; 
the party seeking a stay must demonstrate irreparable damage.

The second new statute, A S  23 .30 .127 , establishes the basic procedure for 
appeal to the com m ission . This provision allow s the director to intervene in 
an appeal. If a party does not have legal representation and the order appealed  
concerns an unsettled question o f  law, the director m ay file an appeal to obtain  
a ruling. This provision sets a 30-day period for appeal o f  a com pensation  
order or a director decision . It describes the docum ents that m ust be filed  w ith  
the com m ission to initiate an appeal and a cross-appeal. It authorizes the 
com m ission to charge a fee  up to S I 00 for filing appeals and cross appeals, 
but exempts the state and political subdivisions o f  the state from the filin g  fee. 
It authorizes the com m ission  to require an appellant to pay costs o f  preparing 
a transcript and preparing the record on appeal. Cross appellants and 
intervenors may be required to share in the costs. This provision grants the 
com m ission general authority to make rules and orders for the prompt fair and 
just disposition o f  appeals and authorizes the com m ission  to require written 
briefs.

The third new statutory provision in Section 66, A S  2 3 .3 0 .128 , establishes the 
com m ission’s authority to review  and act on appeals. The com m ission hears 
appeals in panels o f  three m em bers, the chair and one citizen mem ber 
representing em ployees and one citizen member representing em ployers. The 
panel decision is the decision  o f  the com m ission. The com m ission  may 
review  de novo all exercises o f  discretion, factual findings, and legal 
conclusions below , except that an administrative law  ju d g e’s findings 
regarding the credibility o f  a w itness who appeared in the hearing is binding  
on the com m ission. A ny other finding, including the w eight given  expert 
evidence, may be set aside by the com m ission. I f  not set aside, the 
administrative law ju d g e ’s findings arc conclusive. This statute provides that 
the com m ission review  w ill be on the record, except that briefs and argument 
shall be allowed. The exception is that the com m ission may receive evidence  
in applications for a stay o f  a decision below (sec section 65 above), attorney 
fees and costs o f  appeal, w aiver o f  fees for indigent appellants, and dism issal 
o f  appeals for failure to prosecute or settlement. This provision also g ives the 
com m ission w ide discretion to act on appeal. The com m ission  m ay expedite  
appeals. It may affirm , reverse or m odify a decision; remand matters il 
determines were im properly or insufficiently developed, or remand for further 
action without relinquishing jurisdiction. The com m ission  members who
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heard an appeal must decide whether to grant reconsideration. The 
com m ission m ay reconsider its decisions on specific grounds listed in 
subsection (1): m isapplication or failure to apply directly controlling law; 
overlooking or m isconceiv ing  a material fact; misunderstanding a material 
question in the case presented on appeal; or, applying law that has 
subsequently changed. A S 44 .62  docs not apply to proceedings o f  the 
com m ission. This provision balances shorter time for appeal and 
reconsideration (30 days) w ith su fficient tim e for collegial consideration o f  the 
merits o f  the appeal before a com m ission  decision (90 days). This provision  
sets out clearly when a decision o f  the com m ission is final, lo  avoid confusion  
as to dates o f  finality.

The fourth new  statutory provision exem pts the com m ission from the grant o f  
superior court jurisdiction over judicial appeals o f  adm inistrative agency  
decisions contained in AS 44 .62 .590  and stales that com m ission  orders m ay  
not be otherw ise appealed to the superior court. The purpose o f  this provision  
is to elim inate appeal to the superior court, and lo provide that decisions o f  the 
com m ission m ay be appealed directly to the Supreme Court. This provision  
withdraws w orkers’ com pensation appeals from the jurisdiction o f  the 
superior court, w hich the legislature m ay do by law. Sec, Art. IV , See. 1 o f  
the A laska Constitution, see  also A S 22 .10 .020(d ). It docs not encroach on 
the judicial power reserved to the courts under Art. IV , See. 15, because  
incidental effects o f  substantive change do not trigger Art. IV, See. 15 
requirements. S ee, W iencgardner  v. G reater Anchorage B orough Bd. O f  
E qualiza tion , 534 P.2d 541, 547 n. IS (A laska 1975). This provision docs not 
affect the right to seek  declaratory judgm ent in superior court on matters 
affecting workers’ com pensation law , as, for exam ple, lo declare a regulation  
invalid or to require coverage under an insurance contract. T h is provision also  
establishes the standard o f  review  for com m ission findings o f  the w eight to be 
accorded w itness testim ony and com m ission  findings o f  fact, w hich must be 
supported by substantial ev idence in light o f  the w hole record.

S ection  67 am ends AS 2 3 .3 0 .1 3 0  to rem ove references to the board, transfer the authority 
o f  the board to m odify decisions to an administrative law ju d ge, conform  the 
statute language to m odem  usage, and to add the director to those w ho m ay  
petition for m odification o f  a com pensation order. This provision  a lso  lim its 
m odification based on m istake o f  fact to mistake o f  material fact. This 
provision docs not limit the type o f  fact that may be the subject o f  m istake, but 
docs require that the m istake be one that is important to the outcom e.

S ection  68 am ends A S 23 .30 .135  regarding investigation proceedings before the d ivision  
to rem ove references to the board, transfer the authority o f  the board to m ake 
investigations under the act, take testim ony and hold hearings to the director, 
g ive the director pow er to issue subpoenas and exam ine records relating to the
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investigation and requires the superior court to enforce the director’s 
subpoenas.

S ection  69 amends A S 23 .30 .140  to rem ove reference to the board and transfer the 
authority o f  the board to require appointment o f  a guardian to receive  
com pensation to the director.

S ection s 70 amends A S 23 .30 .145(a) to rem ove references to the board, transfer the
authority o f  the board to award attorney fees to an adm inistrative law  judge, 
and conform  the language o f  the statute to m odem  usage.

S ection s 71 amends A S 23 .30 .145(b ) to rem ove references to the board, transfer from the 
board to an administrative law judge the authority to award costs and attorney 
fees and conform  the language o f  the statute to m odem  usage.

Section  72 amends A S 23 .30 .155(a) to rem ove a reference to the board and transfer the 
authority to prescribe forms from the board to the director.

Section  73 amends A S 23 .30 .155(b ) to rem ove a reference to the board and transfer from  
the board to an administrative law judge the authority to vary periodic  
payments from the b iw eek ly  standard.

Section  74 amends A S 23 .30 .155(c) to rem ove references to the board, transfer the
authority o f  the board to prescribe forms to the director, and replace the board 
with the division as the agency receiving notices and filings o f  com pensation  
reports. The language o f  the statute is also conform ed to m odem  usage.

S ection  75 amends A S 23 .30 .155(d ) to rem ove references to the board and replaces the 
board with the division as the agency w h c ic  controversion notices are filed.
The amendment also conform s language to m odem  usage.

S ection  76 amends A S 23.30.15 i(c )  to rem ove a reference to the board and transfer the 
authority to excuse nonpayment o f  com pensation from the board to an 
administrative law judge.

S ec tion  77 am ends AS 2 3 .3 0 .1 5 5 (0  rem oves a re ference to stay o f  p ay m en t  on appeal
issued by a court and substitutes a reference lo stay o f  paym ent by order o f  the 
com m ission. This conform s to the provisions o f  Section 65 above.

Section  78 amends AS 23 .30 .155(h ) to rem ove references to the board, transfer the
authority to initiate investigations, order independent m edical exam inations, 
and take other action to protect the parties’ rights from the board to the 
director. The provision also g ives the director the authority to file petitions in 
disputed matters for a hearing before an administrative law judge. The 
provision also conform s the language o f  the statute to modern usage.

Section  79 amends A S 2 3 .3 0 .155(i) to rem ove references to the board and transfer the 
authority to require the em ployer to make deposits with the Department o f  
Revenue to secure paym ent o f  com pensation from the board to the director.
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Section  80 amends A S 2 3 .3 0 .155(j) lo rem ove a references to the board and transfer the 
authority to approve offset o f  overpaym ents exceeding 20%  o f  periodic 
com pensation payments from the board to an administrative law judge.

Section 81 amends A S 2 3 .3 0 .1 55(k) to rem ove reference to the board and transfer the 
authority to inspect receipts from the board to the director.

Section  82 amends A S 2 3 .3 0 .155(m) to rem ove references to the board. This provision  
transfers to the director the authority o f  the board to prescribe forms; the 
authority o f  the com m issioner to review  the tim eliness o f  insurer and adjuster 
annual reports; and the authority o f  the com m issioner to g ive notice o f  
penalties. This provision also replaces the board with the division  for the 
agency receiving annual reports.

Section  83 amends A S  2 3 .3 0 .155(o) to remove references to the board. It transfers the 
obligation to notify  the division o f  insurance o f  frivolous or unfair 
controversion determinations from the board lo the director, and the authority 
to make such determ inations from the board to an administrative law judge.

Section 84 amends A S 23 .30 .170(a ) to rem ove references to the board, m odernize the 
language o f  the statute and conform  it to other usage in the act, replace the 
board with the division  as the recipient agency for petition filings, transfer the 
authority to make investigation from the board to the director, and transfer 
authority to m ake supplementary orders to an administrative law  judge.

Section 85 amends A S 23 .30 .170(b ) to rem ove references to the board, transfer the
authority to declare awards in default from the board to an adm inistrative law  
judge, and transfer authority to request co llection  o f  defaulted paym ents by the 
attorney general from the com m issioner to the director. The provision also  
makes a technical amendment, replacing applicant with petitioner to conform  
to current usage.

Section  86 amends A S 23 .30 .175(a ) to rem ove references to the board and transfer the 
authority to determ ine spendable w eek ly  w ages, order adjustment o f  
com pensation rates, and direct deduction o f  prior payments from unpaid 
com pensation from the board to an adm inistrative law judge.

Section 87 creates a new statutory provision, A S 23 .30 .175(b )(5 ), w hich  caps
com pensation paid to non-resident recipients at the com pensation rate the 
recipient w ould receive i f  residing in A laska. The effect o f  the am endm ent is 
to allow  com pensation rates paid to a non-resident to decrease by cost o f  
living adjustments for the recipient's area o f  residence, but not to a llow  the 
com pensation rate to rise higher than the A laska rate i f  the cost o f  liv ing is 
higher in the recip ient’s area o f  residence.
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Section  88 amends AS 2 3 .3 0 .1 7 5 (c ) to rem ove a reference to the board and transfer the 
authority to provide cost o f  living com parisons from the board to the 
department.

Section  89 am ends AS 2 3 .3 0 .1 8 0  to remove a reference to the board and transfer the
authority lo determ ine inflation adjustments and reductions o f  permanent total 
com pensation for prior payment o f  permanent partial d isability com pensation  
from the board to an administrative law judge. This am endm ent also conform s 
the language o f  the statute to modern usage.

Section  90 am ends A S 23 .30 .190 (b ) to rem ove a reference to the board and transfer the 
authority to adopt a schedule for injuries that cannot be rated by use o f  the 
Am erican M edical A ssociation Guides from the board to the department.

Section  91 am ends AS 23 .30 .190 (d ) to rem ove references to the board, transfer from the 
board to the director the requirement to hold open hearings on the adoption  
date for new  editions o f  the American M edical A ssociation G uides and the 
authority to select and publish a date that new  editions w ill be used for 
impairment ratings.

Section  92 am ends A S 23 .30 .200(b ) to rem ove a reference to the board and transfer the 
authority to fix wage-earning capacity from the board to an adm inistrative law  
judge.

Section  93 am ends A S 2 3 .3 0 .2 0 5 (e) to replace the com m issioner w iih  the director for 
receipt o f  notice o f  award or adjudication respecting the second injury fund.

Section  94 am ends AS 2 3 .3 0 .2 0 5 (0  to replace the com m issioner with the director as the 
recipient o f  notice o f  possible claim  against the second injury fund.

Section  95 am ends A S 23 .30 .215 (d ) to rem ove references to the board, transfer the
authority o f  the board to an administrative law  judge to com m ute paym ents o f  
future com pensation to persons residing outside the United States or Canada, 
and conform  the language o f  the statute to modern usage. This am endm ent 
also  adds the director and em ployer to the persons w ho may petition for 
com m utation.

Section  96 am ends A S 23 .30 .220(a ) to rem ove references to the board, transfer the 
authority to determ ine matters relating to gross w eek ly  earnings from the 
board to an adm inistrative law judge and conform s the language o f  the statute 
to modern usage.

Section  97 am ends AS 2 3 .30 .240  to transfer the authority to approve executive o fficer  
w aivers o f  coverage from the com m issioner to the director.

Section  98 creates a new section  relating lo fraudulent acts or false or m isleading
statem ents in w orkers’ com pensation. Provisions for civil reimbursement for 
benefits obtained through fraudulent acts or false or m isleading statem ents
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formerly in A S  23 .30 .250(b ), are m oved to this section , and the standard o f  
proof o f  fraudulent acts or false or m isleading statem ents is clarified. The 
form o f  the statute conform s to modern usage. This section also provides civil 
imm unity for a person w ho furnishes information regarding fraud in good  
faith to law  enforcem ent o ffic ia ls, the division, the division o f  insurance in the 
Department o f  C om m erce, Com m unity and Econom ic D evelopm ent, or an 
insurer or risk manager o f  a self-insured em ployer. The im m unity is not 
extended to those w hose liability is the result o f  reckless, w illful or intentional 
m isconduct. In addition, an insurer, adjuster or risk manager is required to 
report information about suspected fraud to the director, and is im m une from  
civil liability for making such a report. The provision grants the director 
authority to investigate reports o f  fraud, and, i f  the director finds credible 
evidence o f  fraud, to refer the facts to a prosecutor and to the affected insurer. 
I f the fraud w as perpetrated against the division, the director m ay seek  an 
order o f  forfeiture against the person, precluding the person from future 
benefits. The director’s investigations are made confidential, unless a court 
directs public inspection. The director is given pow er to obtain information  
outside the state, through other state’s officials, and to cooperate w ith officia ls  
outside the state. D efin itions are provided o f  “fraudulent acts”, which include 
actions by persons other than an em ployee.

Section 99 amends A S  23 .30 .250 , relating to criminal penalties for fraudulent acts or
false or m isleading statem ents. The section is reserved to the criminal statute, 
incorporating former A S 23 .30 .250(a), and civil restitution is m oved to a new  
section. (S ee  Section 9S, above.) A new subsection (b) incorporates 
definitions to assist the prosecution o f  fraud under this section.

Section 100 amends A S 2 3 .30 .260  to rem ove a reference to the board, transfer the power  
to approve fees for representation to an administrative law judge and 
com m ission, clarifies that the statute refers to representation or advice with  
respect to a claim , and conform s the language o f  the statute to modern usage.

Section 101 amends A S 2 3 .30 .260  to add a new subsection (b) that provides that an 
attorney m ay charge up to S300 for one-tim e only consultation with a 
claimant. This provision g ives statutory authority for a regulation that 
presently exists a llow ing such fees.

Section 102 amends A S 23 .30 .395(2S ) to rem ove a reference to the board and replaces 
the board with the division as the agency which is furnished proof o f  financial 
ability to make direct paym ents.

Section 103 amends A S 23 .30 .395  to add new' subsections defining the com m ission,
director, d ivision  and administrative law'judge. The adm inistrative law judge  
is “em ployed or retained by the o ft.ee  o f  administrative hearings (A S  
4 4 .64 .010 )”.
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Section  104 amends A S 39.25.1  10 to include the chair o f  the com m ission  in the exem pt 
service.

Section  105 amends A S 3 9 .2 5 .120(c)( 14) to remove a reference to the board and
substitute the d ivision  as the em ployer o f  the rehabilitation administrator.

Section  106 amends A S 39 .50 .200 (b )(31 ) to remove a reference to the board and 
substitute the com m ission .

Section  107 amends A S 44 .62 .330 (a )(15 ) to remove a reference to the board and to 
substitute the d ivision  and director. This provision also m odernizes the 
reference to the act by substituting the statute citation.

Section  108 amends AS 44 .64 .020 (a ) to add a provision that exem pts the com m ission  
from the authority o f  the ch ie f administrative law  judge to d ev ise  hearing 
procedures.

Section  109 includes the w orkers’ com pensation act (A S 23 .30 ) in the list o f  subject 
jurisdiction o f  the o ffice  o f  administrative hearings.

Section  110 establishes the rate o f  pay o f  administrative law  ju d ges w ithin the o ffice  o f  
administrative hearings w ho do workers’ com pensation hearings and other 
proceedings under A S 23.30 at Range 24.

Section  111 repeals A S 2 1 .3 9 .1 55(c), relating to the assigned risk pool.

Section  112 repeals A S 2 3 .30 .395 (3 ), defining the board.

Section  113 creates a new  provision o f  uncodified law that provides that the cap on rates 
paid to . ut o f  state claim ants shall apply only to injuries occurring after the 
effective date o f  the provision establishing the cap.

Section  114 creates a new  provision o f  uncodified law that establishes a transition period  
during which the director o f  insurance w ill name m em bers o f  the board o f  
governors o f  the A laska Insurance Guaranty A ssociation  to serve staggered  
initial terms, sets dates o f  expiration o f  the current board o f  governors and 
permits a m em ber o f  the current board o f  governors to continue to serve until 
a successor is appointed.

Section  115 creates a new  provision o f  uncodified law that establishes a transition period  
during which matters pending before the board m ay be com pleted, setting an 
expiration date for the terms o f  members o f  the board, and providing for 
continuation o f  effect notwithstanding a transfer o f  function from the board to 
the com m ission  or director. This provision also  continues in force all 
regulations, orders, decisions, or certificates issued by the board until revoked, 
m odified or vacated under the provisions o f  this bill; continues in effect all 
contracts, rights, liabilities or obligations; and transfers the property o f  the 
board or other state agencies to implement the provisions o f  this bill.
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Section 116 creates a new provision o f  uncodified law setting the initial terms o f  the 
com m ission to ach ieve staggered terms as provided in A S  39 .05 .055 .

Section 117 creates a new  provision o f  uncodified law permitting the director to lend 
staff temporarily to the com m ission for a period o f  six  m onths after the 
effective date o f  the provision creating the com m ission.

Section 118 creates a new provision o f  uncodified law providing for general transition 
authority, the continuance o f  litigation, investigations, and other proceedings 
notwithstanding a transfer or amendment provided above. Certificates, 
decisions, and orders remain in effect and contract, rights and liabilities 
created by law remain in effect notwithstanding the passage o f  this act, and 
records, appropriations, and other property is transferred w ith  the functions o f  
the affected agency, so  as to im plem ent this act.

Section 119 creates a new  provision o f  uncodified law permitting the director o f
insurance in the Departm ent o f  Com m unity and E conom ic D evelopm ent and 
Department o f  Labor and W orkforce D evelopm ent to proceed to adopt 
necessary regulations to implement this bill, but not before the effective  date 
o f  the bill.

Section 120 creates a new  provision o f  uncodified law establishing that those sections  
transferring authority to or establishing authority, duties, qualifications, or 
otherwise affecting administrative law  judges and the com m ission  is  
conditioned upon enactm ent o f  HCS C SSB 203(FIN ), passed by the Tw enty- 
Third A laska State Legislature.

Section 121 provides an im m ediate effective date for Section 119(a), relating to the 
power o f  Department o f  Labor and W orkforce developm ent and the 
Department o f  C om m erce, Community and Econom ic D evelopm ent to 
develop regulations to im plem ent this act.

Section 122 provides an effective  date o f  September 1, 2004 for all the provisions
relating to the d ivision  o f  insurance reforms.

Section  123 provides all Sections remaining, relating to reorganization and reform o f  the
workers’ com pensation system  an effective date o f  July 1, 2005.



WORKERS’ COMPENSATION

S ign ifican t d ifferen ces betw een  C SSB  311(JU D ) and S p ecia l Session  bill

« Initial h earin gs on disputed claim  hearings no longer before 3-member 
hearing panel. (R ange 24 attorney “Hearing Examiner” em ployed by Appeals 
C om m ission with one labor and one industry member.) Hearings now before a 
single “administrative law judge.” (Range 24 attorney ALJ em ployed by 
independent O ffice o f  Administrative Hearings created by HCS CSSB  
203(FIN )). E ffective dale o f  new  system  m oved forward (7 /1 /05) to match that 
o f the O ffice o f  Adm inistrative Appeals.

• In term ed ia te  ap p ea ls  still heard by W orkers’ Com pensation Appeal 
C om m ission rather than individual Superior Court judges but make up o f  
C om m ission changed. Rather than three full-time attorney Com m issioners 
(Chair Range 30  and members Range 29) there are one full-tim e attorney Chair 
(Range 27) and four citizen members (two representing em ployees, two 
representing em ployers (each receiving $200/day for tim e spent in hearing 
appeals). Each appeal w ill be heard by a panel consisting o f  the Chair, one 
em ployer member, and one em ployee member. Final appeal still to the Alaska 
Supreme Court.

• C on flicts  o f  in terest now  limited by Chair restriction on outside em ploym ent 
and Chair/m em ber restrictions on political activity and relationships to parlies. 
C om m issioner o f  Labor and W orkforce D evelopm ent may appoint a pro tern 
Chair w hen there is a conflict or a prolonged period (not to exceed  six months) 
during w hich the Chair is unavailable for duty.

•  A n ti-frau d  p rov ision s now included allow ing director to investigate fraud, 
im m unizing “good  faith” fraud reporters, broadly defining fraudulent acts, 
clarifying civ il reimbursement statute, and providing im proved definitions 
required for criminal fraud prosecutions.

• S tay o f  aw ard  p rovision s clarified to maintain protection for continuing 
payments o f  periodic benefits during an appeal.

• A ssign ed  R isk Pool provisions include requirements for insurers to make 
deposits covering reserves for insolvencies, for pool to operate on self-funding  
basis calculated using three-year average.

• U ninsured  em p loyer  p ro v is io n s  toughened by establishing new civil penalties 
(up to $ l()()/day/em ployee) and shortened time frames for hearings on defaults.

Prepared by DOL, D O LW D  and DCED  
June 2 2 ,2 0 0 4



WORKERS’ COMPENSATION REFORM BILL

A MEASURED RESPONSE TO INCREASED CLAIM COSTS AND INSURANCE 
PREMIUMS IMPACTING ALASKAN BUSINESSES AND WORKERS

Premiums, benefits paid, and claim costs rising.

• In 2002 Alaska workers’ compensation benefits and claims costs exceeded S 210 
million, including $11 million in legal fees and costs.

• From 1997-2002 the insurance companies in the Alaska workers’ compensation 
market paid out an average of $1.24 in benefits and claim costs for each dollar in 
premiums collected.

• This year average workers compensation premiums increased 21% but premiums 
for 17 types of workers went up over 50%. (The increases exceeding 50% affect 
workers in positions such as hospital non-professional, household appliance 
installation & repair, day nurseries, child care & day camps, barber shops and hair 
salons, building & property management, and geophysical seismic exploration.)

Bill does not change benefits paid to injured workers residing in Alaska, while
capping payments to outside residents at the Alaska rate.
• No change to compensation rates or benefits, including rehabilitation and medical 

benefits.
• Compensation rates for total disability paid to non-residents capped at the rate 

they would receive if residing in Alaska.

Bill addresses claim costs and speeds final determination of workers’
entitlement to benefits by making initial adjudication of disputed claims and
subsequent appeals process more efficient.

• Disputed claims heard and resolved by single administrative law judge (ALJ) 
rather than current 3-member Board panel. ALJs' availability increases flexibility 
for scheduling hearings.

• ALJs will be required to have special expertise and will be employed by the 
independent Office of Administrative Hearings created by SB 203.

• Initial appeals will be heard by a five member Appeals Commission, rather than 
individual Superior Court judges. To minimize administrative costs, and maintain 
citizen participation, the Commission is composed of four citizen members (2 from 
labor, 2 from industry) and one full-time, experienced attorney serving as Chair. A 
panel consisting of the Chair plus one industry and one labor member will hear 
appeals. The Chair will administer the Commission and advise the members on 
the law.

• The Commission has 90 days to decide an appeal; half the time allowed the 
Superior Court. Record preparation costs and delays (sometimes a year or more 
over the six months appeal time limitation in Superior Court) will be decreased. 
Commission can also schedule hearings more rapidly than the Superior Court.

• Specific provisions insure Commission impartiality, including prohibiting political 
activity by the Chair and prohibiting conflicts of interest of the members.



Claim costs and benefit entitlement uncertainty reduced by increasing 
consistency and predictability of appeal decisions and making them legal 
precedent.
• Single Commission with expertise plus citizen participation will decide all appeals. 

Appeals decided by a single entity, rather than dozens of different Board hearing 
panels and Superior Court judges, will increase predictability and consistency in 
the interpretation and application of the law.

• Commission decisions are binding legal precedent (unlike current Superior Court 
decisions) and may be appealed directly to the Alaska Supreme Court.

Insurance code amendments strengthen Insurance Guaranty Fund and 
Assigned Risk Pool for protection of employers, insurers, and workers.
• Workers’ compensation insurers required to deposit special cash or securities to 

provide protection beyond the Insurance Guaranty Association.
• Assigned Risk Pool made self-funding by lifting the surcharge cap.
• Assigned Risk Pool loss reserves collateralized.

Active, accountable and experienced Division Director given new enforcement 
tools to protect employers and workers by enforcing insurance requi/ements & 
investigating fraud.
• Takes enforcement power and responsibilities of the Board and gives them to 

experienced Workers’ Compensation Division Director with:
Investigation powers, including subpoena and record inspection;
Power to intervene in hearings directly;
Power to make decisions affecting enforcement; and
New powers to investigate fraud.

• Director may seek new penalty (up to $1 OO/day/uninsured employee) ag. 
uninsured employers and obtain default judgment in faster, streamlined proofs 
to stop defaulting employers from leaving the state and their liabilities behind.

New workers' compensation fraud provisions.
• Persons who report fraud are given immunity for good faith reports and reports 

from workers’ compensation industry are required if fraud is known.
• Fraud claims cover health care providers, insurers and other industry participants, 

not just employee claimants.

COMPLAINTS REGARDING PRIOR LEGISLATION (SB 311) ADDRESSED

Appeals Commission too expensive.
• Only one full-time Commissioner.
• Administrative costs are reduced.

Appeals Commission de novo review power reduces influence of lay members.
• Lay members added to Appeals Commission exercise de novo review of hearing 

officers.
• Lay members at appellate level give greater influence on outcomes than current 

system.

Commission Members should be vetted by Alaska Judicial Council.
• Unconstitutional intrusion on executive branch appointment powers in violation of 

separation of powors doctrine and Article 3, Section 26 of the Alaska Constitution.
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Senator Gene Therriault 
State Capitol -  Room 111 
Juneau, AK. 99801-1182

It
DesrSeoator Therriault,

ABcjof Alaska, represents 155 member companies employing over 6,000 individual* throughout the 
state.! Our members regularly deal with the Workers’ Compensation system and they have found that, 
as structured, the system encourages long delays In returning to work or In settling claims vsgularly 
falls to investigate fraudulent claims, and provides no consistent set of rulings thart may be relied upon 
for evaluating liabilities. In short, this is a system that is inefficient, expensive, and one in which the 
business community has lost all confidence. With premiums regularly Increasing (an average o f 21°/o 
this year) the system slowa economic growth and investment and impacts businesses' ability to provide 
jobs. 1f

ABC of Alaska’s Legislative Review Committee strongly recommends and requests your support for 
SB 1602, an act which will go a long way toward providing consistency and predictability In Workers’ 
Compensation; a first step in system overhaul and something all Alaskans deserve. With rising 
insurance costs across the board, it is critical that the legislature pxrs this bill and affect meaningful 
change to the Workers' Compensation system in Alaska.1
Specifically, this legislation will:

• Accelerate the appeals timeframe, reducing cogts and administrative burden on individuals 
! and business.
; • Provide specific enforcement and fraud investigation authority In a single office, ensuring 

better protection under the law for both employors dealing with fraudulent claims and 
; workors employed by uninsured employers.
: * Increase predictability and consistency in the interpretation and application of the law

through appeals review by a single entity rather than a series of hearing panels and judges.

Please support SB 1002 to ensure Alaskan workers and Alaskan buaioestcs receive fair and timely 
hearings with a comprehensive review and appeal* procedure in place.

I
Sincoely, ----------

>  0 * .  ~  - - -

D. Eden Larson 
President & CEO

1
cc: Members of the MouseI

I
i
I
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F r a n k  H .  M u r k o w s k i  
G o v e r n o r

P.O. Box 1 10001 
Juneau, Alaska 99B1 l-oooi 

(9071 4653500 
TAX (9071 465-3532 
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S t a t e  o f  A l a s k a

O ff ic e  o f  t h e  Go v e r n o r  
J uneau

June 21, 2004

The Honorable Gene Therriau lt 
President of the Senate 
Alaska S tate  Legislature 
S tate  Capitol, Room 111 
J u n e a u ,  AK 99801-1182

D ear President Therriault:

Under the au thority  of article III, section 18, of the  A laska C onstitu tion , I 
am  transm itting  a  bill relating to the w orkers’ com pensation  system . This bill 
is based  on the m any d iscuss ions  and  hearings conducted  du ring  the  Second 
Session of the Twenty-Third Alaska State Legislature on Senate  Bill 311. The 
bill preserves lay participation in the w orkers’ com pensa tion  system , while 
increasing consistency in decision m aking an d  s treng then ing  enforcem ent. It 
seeks to improve the m arke t  for existing w orkers’ com pensa tion  in su re rs  a n d  
a t t rac t  new insurers , w ithout immediate reduc tions in benefits  to injured 
Alaskan workers.

Despite the Legislature’s best efforts over the years, o u r  c u rre n t  w orke rs’ 
com pensation  system h a s  no t proven responsive to the p re s su re s  caused  by a  
growing, changing workforce and  increasing costs. In o rder  to respond to 
com plain ts abou t the delay in hearings, the  Legislature h a s  steadily increased  
the num ber of m em bers of the c u rren t  A laska W orkers’ C om pensation  Board 
(board) to m ake u p  more hearing  panels, and  removed the  requ irem ent th a t  a  
fully balanced panel be available for hearings. W hat w as originally a  three- 
m em ber board  has  grown to include 14 volunteer m em bers  residing a ro u n d  the 
sta te . The original th ree-m em ber board heard  all claims; now panels, whose 
composition can vaiy in as  m any  as  300 com binations, h e a r  claim s. As a 
result, the consistency of a single th ree-m em ber board h a s  been lost. The 
increased size of the board m akes  it difficult to assem ble  a s  a  body for holding 
meetings and  adopting regulations. While 1 appreciate  the  dedication, public 
service, and  hard  work th a t  the  board m em bers  and  division of w orkers’ 
com pensation (division) staff provide, m any m em bers  of the  board lack legal 
training or background, and  division hearing  officers are  not required to be 
lawyers. The division is also ham pered  by the design of the  "unified board"

http://WWW.GOV.STATE.AK.U5
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system . The division h a s  no au tho ri ty  to respond aggressively and  quickly to 
non-com pliance and  fraud — and  the board itself is now too unwieldy to take 
such  action in any b u t  singular cases.

This bill would replace the c u rre n t  system  with one more like the  m ost 
com m on form of w orkers’ com pensation  system  in the  re s t  of the United States. 
Three new com ponents of the system  wall bring more consistency and  
predictability in decisions, and  m ore agility and  pow'er of enforcement: (1) a 
W orkers’ Com pensation Appeals Com mission (commission); (2) qualified and  
experienced adm inistrative law' judges ; and  (3) an  accoun tab le  division d irector 
with additional adm inistrative au th o ri ty  and  duties. The only change to 
benefits rem ains the cap  on the cost-of-living a d ju s tm en t  paid  to out-of-state  
c la im ants . While c la im ants  who reside in a reas  wdth a  lower cost of living th a n  
A laska’s would continue  to receive an  ad ju s tm en t,  those  resid ing  in a  higher 
cost-of-living area  would be capped  a t  the a m o u n t  paid to in -s ta te  c la im ants. 
Otherwise, the bill does not a lter  benefits available to in jured  w orkers or the 
m ethod of delivering them.

Under the bill, an  adm inistrative  law judge  in the  office of adm in istra tive  
hearings in the D epartm ent of A dm inistration W'ould cond uct initial hearings 
on disputes . Last session the Legislature ovenvhelmingly approved of the u se  
of independen t adm inistrative law ju d g es  centrally located in an  office of 
adm inistrative  hearings and  supervised by a chief adm inistra tive  law judge  to 
h e a r  a n d  adjudicate  adm inistrative  hearings. Among o th er  qualifications, all 
adm inistrative  law 'judges m u s t  be adm itted  to practice law in Alaska, and  have 
been adm itted  in Alaska for a t  leas t  two years. They are sub jec t to a  code of 
hearing  officer conduct. The bill requires tha t the adm inistra tive  law judg es  
wrho are  appointed to conduct w orkers’ com pensa tion  hearings have specific 
expertise in the area  of w orkers’ com pensation .

The commission w'ould replace the Superior C ourt a t  the  appea ls  level. 
The commission is composed of five m em bers: one a tto rney  experienced in the 
practice of w orkers’ com pensation  law (who will be an  employee of the 
D epartm ent of Labor an d  Workforce Development) and  four lay, volunteer 
m em bers. The lay, volunteer m em L .rs  w’ould be appointed  from both labor 
an d  industry  and  for any  given m atte r , one from each side w'ould sit on the 
appeal together with the a ttorney m em ber of the  com m ission. The 
com m ission 's decisions w'ould be b inding legal precedent u n less  an d  until 
overturned  on appeal to the Alaska Suprem e Court.
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This bill also ad d s  new' du ties and  accountability  to the  adm in is tra tion  of 
the system. Currently , the director h a s  little au thority  to ac t because  all power 
rests in the  board. This bill would estab lish  a division of w 'orkers’ 
com pensation  in the departm en t. The director, appoin ted  by the  
comm issioner, would be personally accoun tab le  for the perform ance of the 
division. The director would have expanded au thority  to ad m in is te r  the  second 
injury fund  (AS 23.30.040), obtain  stop work orders, investigate u n in su re d  
employers, seek civil penalties  for an  employer's failure to in su re  workers, 
investigate com plain ts  of fraud  in w'orkers’ com pensation , propose  regulations 
to the com m issioner, in tervene in cases  an d  file appeals , superv ise  
rehabilitation of in jured  workers, and  adm in is te r  the A laska W orkers’ 
Com pensation  Act. The director's formal decisions m ay be appea led  to the 
commission.

The bill also provides a  powerful tool to fu rther  the  d e p a r tm e n t 's  c u rre n t  
approach of "zero tolerance" for employers th a t  fail to carry  legally required 
w'orkers’ com pensa tion  liability insu rance . U nder th is  bill, the  d ep a r tm en t  
gains au th o ri ty  to levy civil penalties  ag a in s t  employers w'hose choice to operate  
w'ithout the  required in su ran ce  coverage places their employee's financial and  
physical well being a t  risk. Such employers also gain an  un fa ir  competitive 
advantage over employers w'ho act responsibly  by complying with the law an d  
pu rchas ing  insurance .

The bill also au thorizes, for the first time, the  d irector to investigate fraud 
in w orkers’ com pensation . Until now', A laska h as  relied on in su re rs  to 
investigate fraud in w-orkers’ com pensation  claims, with the re su l t  th a t  
investigations are  not necessarily  co ns is ten t  with the  public ’s in te res t  is 
preventing w'orkers’ com pensation  fraud, a s  opposed to an  in su re r 's  m onetary  
in terest in a  particu lar case. The cost of fraud is borne by the  public in the 
increased cost of the sy s tem —it h as  an  in te res t  in preventing  a  range of 
fraudu len t acts, such  a s  obtain ing  paym en ts  beyond the  benefit a m o u n t  
allowed, k ickbacks, an d  th rea ten ing  w itnesses, th a t  is no t limited to obtain ing  
re im bursem en t of benefits from a single d ish ones t  c la im ant.

The bill would also revise AS 21, the  in su ran ce  code, regard ing  how' the  
sta te  regu la tes  the w'orkers’ com pensa tion  in su rance  industry . U nder the bill, 
in su re rs  th a t  t ran sac t  w'orkers’ com pensation  in su ran ce  would be required to 
m aintain in this sta te  special deposits of c ash  or securities  for the  protection of 
persons covered by w orkers’ com pensation  in su rance . In addition , in su re rs  
m ust provide collateral in th is  sta te  for the ir  a ssu m e d  sh a re  of the  assigned 
risk pool. This revision provides additional protection in the event of in su re r  
insolvency.
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The Alaska In su rance  G uaran ty  Association 's Board of Governors would 
be modified to include representatives from employers, labor, a n d  in su rance  
licensees. This change will expand the expertise of the Board of Governors to 
better address  w orkers’ com pensation m ark e t  issues .

Finally, the assigned risk pool is altered to en su re  th a t  it is self-funding, 
instead of relying on periodic a sse ssm e n ts  aga inst in su re rs  an d  consum ers.
The curren t pool is unab le  to generate sufficient p rem ium  to pay the  claims 
m ade against it. The additional burden  on in su ran ce  com panies is a factor 
m aking the Alaska w orkers’ com pensation  in su ran ce  m arke t una ttrac tive  to 
insurers. E liminating the cap  on the assigned risk pool su rcharge , and  
m andating  a  self-funding pool, should increase  deposits  available to protect 
insureds, improve the m arke t  for Alaska in su ra n ce  com panies, a n d  en su re  th a t  
employers have access  to w orkers’ com pensation  insurance .

This bill rep resen ts  a  m ajor step forward in m odernization or the Alaska 
w orkers’ com pensation system  and  address ing  the significant w ork ers’ 
compensation crisis in Alaska. This bill would professionalize the  hearing 
process through the use  of adm inistrative law ju d g es  located in the office of 
administrative hearings. This will improve the process of m ak ing  w orkers’ 
com pensation decisions, increase predictability in the hearings, and  s treng then  
enforcement powers of the division. These fea tures  should  m ake Alaska more 
attractive for b u s in esse s  to rem ain here or to relocate their opera tions to this 
state.

I urge your p rom pt and favorable action on th is  m easu re .

Sincerely vours,

Prank H. Murkowski 
Governor

E n c l o s u r e




