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SENATE FINANCE COMMITTEE RLHORT ‘ER I 1206

SENATE FINANCE

DATE: 4/8/05 FURTHER: COMMITEE
DATE TURNED
INTO OFFICE: o5
Finance Committee considered SENATE BILL NO. 130

SB 130 WORKERS' COMPENSATION

‘An Acl relating to a special deposit lor workers' compensation and employers' liability insurers, relating to assigned risk pools, relating to woikers' compensation insurers,
slating Ille intent ot the legislature, and selling out limitations, concerning the interpretation, construction, and implementation of workers' compensation laws, relating to the
Alaska Workers' Compensation Board, assigning certain Alaska Workers' Compensation Board lunctions lu the division ol workers compensation in the Departmen' ot
Labor and Workforce Development and to that department, and authorizing the board to delegate admin,slrative and enlorceinent duties to tho division, establishing a
Workers' Compensation Appeals Commission, providmg lor workers' compensation hearing ollicers in workers' compensation proceedings, relating to workers'
compensation medical benelits and to charges lor and payment ol lees lor the medical benefits, relating to agreements that discharge workers' compensation haoiiily,
relating to workers' compensation awards, relating to reemployment benefits and job dislocation benelits, lelatmg to coordination ol workers' compensation and certain
disability benelits; relating to division ot workers' compensation records, relating to release ol treatment records; relating to an employer's failure to insure and keep insured
or provide security, providing lor appeals Irom compensation orders; relating to workers' compensation proceedings, providing lor supreme cjurt jurisdiction ol appeais Irom
(he Workers' Compensation Appeals Commission, providing for a maximum amount lor the cost-ol living adjustment Inr workers' compensation benelits. relating to attorney
lees, providing lor Ihe department to enter into contracts with nonprolil organizations to provide information services and legal representation to injured employees,
providing for administrative penalties lor employers uninsured or without adequate security lor workers' compensate i; relating to fraudulent acts or lalse c' misleading
statements in workers' compensation and penalties lor the acts or statements; providing lor members ol a limited liability company to be included as an employee lor
purposes ol workers' compensalion, establishing a workers' compensation benefits guaranty fund, relating to lhe second injury lund; making conforming amendments,
providing lor a study and report by lhe medical services review committee, and providing lor an effective date

CS Senate Bill:
and recommends: [ ] Same Title
[virbe replaced with cs fbt? 16c¢? (JEihL ) New Title
[ ] adopt previous _ CS *0(2. iH GOxo i _ ) SCS House Bill:

[ 1 Same Title
[ ] attached amendment(s) [ ] Technical Title
[ ] adopt Letter of Intent by Committee Change

[ 1 New Title w/

[ 1 further referral to Committee SCR
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department  Date Fiscal Ind. Zero FNS Department  Date Fiscal Ind. Zero  FN#H
LIjF viVo-r mo.3. H oo -s Tor
] v/ CET nil 108 5

[ 1 APPROPRIATION - no fiscal note

SIGNATURES AND RECOMMENDATIONS: DO Do Not No Rec Amend

n <r? 1 Pass N Pass

Cochair: (J1J L



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number;

reported out

AR1 12008

SENATE FINANCE

COMMITEE

2005 LEGISLATIVE SESSION Bill Version- CSSB 130(JUD)

(S) Publish Dale: 4/8/05

Revision Date/Time (Note if correction): Dept. Affected: Commerce

Title Workers' Compensation RDU Insurance (116)
Component Insurance

Sponsor Rules by Request of the Governor

Requester Senate Judiciary Component No. 354

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 00 00 00 00
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dunars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do nol abbrevia'.e)
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

This bill has no fiscal impact on the operations of the Divisior of Insurance.

FY 2011
00

0,0

0.0

Prepared by. Linda S. Hall. Director Pnone 907-209-7900

Division Insurance Dale/Time 4/4/05 b 09

VIA

Approved by Edgar Blalchford. Commissioner Date 4/4/2005

Agency Commerce, Community & Economic Development

IHkimkI tr.’K 004 omih
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FISCAL NOTE

REPORTED OUT

K 1 1 2008

SENATE FINANCE

STATE OF ALASKA Fiscal Note Number: COMMITEE
2005 LEGISLATIVE SESSION Bill Version: CSSB 130 (L&C)
(S) Publish Date: 4/4/05
Revision Date/Time (Nole if correction): Dept. Affected:
Title Workers' Compensation "BRU Alaska Court System
Component Trial Courts
Sponsor Senato Rules
Requester Governor Component No 768
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

0.0 0.0 0.0

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)

TOTAL 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 00

0.0 0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata patjo //necessary)

The court system does not anticipate any fiscal impact from the passage of CSSB ~it) (L&C).

Prepared by: Douglas Woolivcr, Administrative Attorney
Division Alaska Court System

Approved by: Doug Wooliver for Stophnnio Cole. Administrative Diroclcu
Agoncy Alaska Court System

v/ DX UM)

COMMITTEE COPY

Pliune 463-4750
Dale/Time 4/1/05 1'11 PM

Date 4/1>2005

Page 1ul |



REPORTED OUT

AR 1 1200

SENATE FINANCE

FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: COMMITEE
2005 LEGISLATIVE SESSION Bill Version: CSSB 130(JUD)
() Publish Date:

Revision Dale/Time (Note if correction): Dept. Affected: Legislature
TiTe "An Act relating to a special deposit for 1BRU Legislative Council
workers' compensation and employers' liability insurers. Component: Council and Subcommittees
Sponsor "Senate Rules Committee by Request..."
Requestor Senate Judiciary Component No. 783
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do nc. include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel uu frt) 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Check this box (X) if fundinn for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

CSSB 130 (JUD) creates a Task Force on Workers' Compensation in the Legislative Branch lo address
lhe improvement of the Alaska workers' compensation system. The Task Force is composed of one
member from the Senate appointed by the Senate President, and one Representative appointed by the
Speaker of the House. The Senate President and the House Speaker will jointly appoinl one minority
member from either house, and eight public members. Judiciary Committee staff advises that all
meetings will be by teleconference and no travel costs will be incurred. The Task Force will meet and
submit a report of proposed legislation to the Legislature before December 1, 2005. Teleconference costs
and costs for printing the report will be absorbed within existing budgets. The Task Force will terminate

on February 1, 2006.

Phono 465-6626
Date/Time 4/11/05 B:05 AW

Prepared by:  Karin Schofield, Deputy Direrior

Division Administrative Services
Approved by: Pamela Vnrni, Executive Director Date 4/11/2005
Agency Legislative Affairs Agency

mi«Mi '/.mioi.ij Page 1 of



STATE OF ALASKA

2005 LEGISI \TIVF SESSION

Revision Date/Time (Note if correction):

Title: Workers' Compensation
Sponsor: Senate Rules
Requester: Senate Finance

Expenditures/Revenues

REPORTED OUT

FISCAL NOTE AR11 205

) SENATE FINANCE
Fiscal Note Number: COMMITEE

Bill Version: SB!30CS-DQLWD-WC-04-08-05
() Publish Date:

Department: Labor and Workforce Development
RDU: Workers' Compensation
Component: Workers' Compensation

Component Number: 344

(Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 71.1 71.1 71.1 71.1 71.1 71.1
Travel 50.0 45.0
Contractual 292.6 267.6 167.6 167.6 167.6 167.6
Supplies 0.5 0.5 0.5 0.5 0.5 0.5
Equipment 6.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 420.2 384.2 239.2 239.2 239.2 239.2
CAPITAL EXPENDITURES
CHANGE IN REVENUES (1157) *0.0 *0.0 *0.0 *0.0 *0.0 *0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1157 Workers' Safety Account 420.2 384.2 239.2 239.2 239.2 239.2

TOTAL 420.2 384.2 239.2 239.2 239.2 239.2
None

Estimate of any current year (FY2005) cost:
Mark this box (X) If funding for this bill Is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time 1 1 1 1 1 1
Pan-lime
Temporary
ANALYSIS: (Attach a separate pane it necessary)
(See attached.)
Prepared by: Paul F. Lisankie. Director Phone: 465-6059
Division: Workers' Compensation Date/Time: 4/9/05 12:23 PM
Approved by: Greg O'Claray, Commissioner Date: 4/9/2005
Agency: Department of Labor and Workforce Development

(Huv 0J W23/2004 OMQ|
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FISCAL NOTE

STATE OF ALASKA HILL VERSION: SB130CS-DQLWD-WC-04-08-05
2005 LEGISLATIVE SESSION

ANALYSIS: (continued)

Personal Services: A new position (WC Officer Il) is requested to allow the reemployment benefits section to
increase the amount of outreach and counseling to injured workers potentially eligible for retraining (cost $71.1).
This position would also aid injured workers in assessing options of retraining versus job dislocation benefits.

Travel: Funding of $45.0 is necessary for travel and per-diem for the staff and members of the medical review
committee for FY06 and FY 07. An additional $5.0 is requested to attend the legislative task force meetings.

Contractual: To implement section 9 (contracting with a non-profit organization to provide legal representation for
employees) $75.0 is requested in FY06 and $50.0 in FY07 and following years. Funds of $100.0 for a consultant and
other costs associated with the Medical Services Review Committee are included In the first two fiscal years for the
committee to study the medical delivery system for workers' compensation (due date 3/1/07). On-going contractual
services funding of $95.0 for fraud detection through an interagency contract with the Employment Security Division
($60.0) and for rehabilitation program outcome tracking by the Labor Market Information component ($35.0) is
required. Contractual services for the new position include lease costs ($6.7); mail (S2.0); and interagency transfers

($13.9).
Commodities: Funding for supplies for the new position of S.5.

Equipment: One time funding for office equipment for the new position of S6.0.

New Fees/Fines:

This bill authorizes the Workers' Compensation Board to impose civil penalties against employers that violate the
statutory requirement to insure or properly self-insure their employees for workers' compensation benefits.

1.0 employers were tound without workers
Any penalties assessed will
The Guaranty Fund will

* Penalties may be up to S1,000.00 per employee per day. In FY04
compensation insurance; however, the amount of any penalties cannoi ,, termined.
be deposited to the Workers' Compensation Guaranty Fund established L) .his legislation.
use those funds to pay benefits to workers injured while employed by an uninsured employer. The amount of those

benefits is also indeterminate.



SENATE FINANCE
COMMITTEE u
Amendment Number:
Bill Mnmhor: \
Sponsor:A?7r--~"?tey N -
Logged In By: f 1*20"N —

Ng-dopind

AMENI)MENT
OFFERED IN SENATE FINANCE BY SENATOR (nf2.&~.Vj
COMMITTEE

TO: CSSB 1JO(JUD)

1 Page 21, Delete Section 34.

2 Renumber all other sections accordingly.
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Obiection bv
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Committee M
Senator Bunde
Senator Dyson
Senator Hoffman
Senator Olson
Senator Stedman
Co-Chair Wilken
Co-Chair Green
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Nay
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CS FOR SENATE HILL NO. 13()(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

1Y THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Suonsor(s): SENATE RULES COMMITTEE JV REQUEST OF THE GOVERNOR

A HILL
FOR AN ACT ENTITLED
'An Act relating to a special deposit for workers' compensation and employers' liability
usurers: relating to assigned risk pools: relating to workers' compensation insurers:
toting the intent of the legislature, and setting out limitations, concerning the
nterpretation, construction, and implementation of workers' compensation laws:
elating to the Alaska Workers' Compensation Hoard; assigning certain Alaska
Workers' Compensation Hoard functions to the division of workers' compensation in the
‘epartmenl of Labor and Workforce Development and to that department, and
ulhorizing the hoard to delegate administrative and enforcement duties to the division;
roviding for workers' compensation hearing officers in workers' compensation
rocecdings: relating to workers' compensation medical benefits and to charges for and
lymcnt of fees for the medical benefits: relating to agreements that discharge workers'

aupensalion liability: relating to workers' compensation awards; relating to

. (,'SSH I.MKFINi
iivw 7f'x” vt.joriuivi [pEumtf imckltl'd]
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reemployment benefits and job dislocation benefits; relating to coordination of workers'

compensation and certain disability benefits; relating to division of workers'

compensation records; relating to release of treatment records; relating to an employer's

failure to insure and keep insured or provide security; relating to workers'

compensation proceedings; providing for a maximum amount for the cost-of-living

adjustment for workers' compensation benefits; relating to attorney fees with respect to

workers' compensation; providing for the department to enter into contracts with

nonprofit organizations to provide information services and legal representation to

injured employees; providing for administrative penalties for employers uninsured or

without adequate security for workers' compensation; relating to fraudulent acts or
false or misleading statements in workers' compensation and penalties for the acts or
statements; providing for members of a limited liability company to be included as an
employee for purposes of workers' compensation; establishing a workers' compensation
benefits guaranty fund; making conforming amendments; providing for a study and

| report by the medical services review committee; establishing the 'Task force on

Workers' Compensation; and providing for an effective date."
hi; it enacted by the legislature orthe state or alaska:

* Section 1. The uncodified law of the Slate of Alaska is amended by adding a new seciion

Toreaol
LEtIISLATIVIE INTENT. It is the intent of the legislature by sees. 2 - 4 of this Act
(i) to reform the workers' compensation system in Alaska to ensure the
continued paymeV of benefits in the event of an insurer insolvency; and

(2) to reduce the overall costs of workers' compensation premiums to

employers.

* See. 2. AS 21.09.090 is amended by adding new subsections to read:

CSSB 130(1 T.) 2
It;w Tf-XK I!'ndttclinv(l {DELETED TEX1 BRACKETED]
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a court of competent jurisdiction in another stale, the director shall take control of the

insurer's deposit made under AS 21.09.090(e). The deposit assets shall be icleascd, at

the discretion of the director, to the Alaska Insurance Guaranty Association

(AS 21.80) to reimburse for a valid loss and loss expense claim payment made by the

association that is within the purpose of the deposit. The director shall pay the

remaining deposit assets to the receiver, conservator, rehabilitator. or liquidator ol the

insurer, or to another propetly designated official who succeeds to the management

-1 CSSilt 130IFIN)
XW Tl v Utu- Cliiwd IDELETt'D TKAT ffHACHKTKDJ

(e) In addition to and separate 1rom the deposit required under (h) of this
section, an insurer that is authorized to transact workers' compensation and employer's
liability insurance as defined in AS 21.12.070(a)(3) shall deposit in this state, through
the director, for the protection of persons in this slate covered by workers'
compensation insurance issued by the insurer, an amount not less than the greater of

(1) S100,000; or
(2) an amount equal to the sum of the following less any credit for
reinsurance that the insurer may take under (f) of this section:

(A) the aggregate of the present value at four percent interest of
the total determined and estimated future loss and loss expense payment upon
each claim incurred under a policy written in this state more than three years
before the dale of computation; and

(B) for each of the three years before the date of computation,
65 percent of the earned premium for the year less each loss and loss expense
payment made upon a claim incurred in the corresponding year, except that the
amount for any year may not be less than the present value at four percent
interest ol the total determined and estimated future loss and loss expense
payment upon each claim inclined under a policy written in this state that year,
(f) In calculating the deposit amount required under (c)(2) of this section, an

insuret may take a credit for reinsurance if the reinsurer has deposited in trust in this
stale, through the director, an amount at least equal to the credit to be taken, and not
less than the aggregate of all credits taken bv each insurer under this subsection.
* See. 3. AS 21.24.130 is amended by adding a new subsection to read:
(f) If an insurer is found to be insolvent by a proceeding under AS 21.78 or by
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and conlrol of the insurer's assets, after the director determines that all loss and loss

expense liabilities have been paid that were incurred on the insurer's policies written in

this stale for which the deposit was required.
* Sec. 4. AS 21.39.155(a) is amended to read:

(@) The director may require insurers, except a reciprocal insurer formed [BY

AND INSURING ONLY A GROUP OF MUNICIPALITIES OR NONPROFIT

PUBLIC UTILITIES] under AS 21.75 [OR A RECIPROCAL INSURER FORMED

UNDER AS 21.75 TO IV. OVIDE MARINE INSURANCE], asa condition of writing

a line of insurance dealing with medical malpractice or workers' compensation, to

participate ir an assigned risk pool if the director finds that mandatory carrier

participadon is in the public interest.
* See. 5. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.001. Intent of the legislature and construction of chapter. It is

the intent of the legislature that
(1) this chapter be interpreted so as to ensure the quick, efficient, fair,
and predictable delivery of indemnity and medical benefits to injured workers al a

reasonable cost to the employers who arc subject to the provisions of this chapter;

(2) workers' compensation cases shall be decided on their merits
except where otherwise provided by statute;

(3) this chapter may not be construed by the courts in favor of a party;

(4) hearings in workers' compensation cases shall be imparti il and fair
to all panics and that all parties shall be afforded due process and an opportLmty to be
heard and for their arguments and evidence to he fairly considered.

* See. 6. AS 23.30.()05la) is amended to read:
(a) The Alaska Workers' Compensation Board consists of a southern panel of

three members sitting for the first judicial district, a northern panel of three members
silting lor the second and fourth judicial districts, four southcentral panel: ol three
[

members each sitting for the tliiid judicial district, and one panel of three members

that may sit in any judicial disinct. Each panel must include the commi;-sioncr ol

labor and workforce development or n licarinu officer dcsiminUcl In rcnrt'scnl |TIHE

DESIGNATED REPRESENTATIVE OF| the commissioner, a rcprcscitative of

-

CSSB DOfMNI
tiew Tax' Undarlinitd (CELETKP TEXT EKACEETICOJ
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industry, and a representative of labor. The latter two members of each panel shall be

appointed by the governor and are subject to confirmation by a majority of the

members of the legislature in joint session. The board shall by regulation provide

procedures to avoid conflicts and the appearance of impropriety in hearings.

Sec. 7. AS 23.30.005(b) is amended to read:
The commissioner shall act as chair [CHAIRMAN] and executive officer

(b)

of the board and chair [CHAIRMAN] of each panel. The commissioner may
designate a representative to act for the commissioner as chair and executive
officer of the hoard. The commissioner may designate hearing officers to serve as

chairs of panels for hearing claims [IF THE COMMISSIONER DESIGNATES A

REPRESENTATIVE TO ACT FOR THE COMMISSIONER, THE

REPRESENTATIVE SHALL SERVE IN THAT CAPACITY ON THE BOARD

AND ON EACH PANEL].

I: Sec. 8. AS 23.30.005 is amended by adding new subsections to read:

(m) The department may, in its discretion, contract with a nonprofit

organization to provide information services and legal representation to employees in

proceedings under this chapter.

(n) The board may by regulation delegate authority to the director to assist the

board in administering and enforcing this chapter.

* See. 9. AS 23.30.012 is amended to read:

Sec. 23.30.012. Agreements in regard to claims, la] At any time alter
death, or after 30 days subsequent to the date of the injury, the employer and the
employee or the beneficiary or beneficiaries, as the case may be, have the right to
reach an agreement in regard to a claim for injury or death under this chapter [IN
ACCORDANCE WITH THE APPLICABLE SCHEDULE IN THIS CHAPTER], but
a memorandum of the agreement in a form prescribed by the director |[BOARD] shall
he filed with ihc division [BOARD], Otherwise, the agreement is void for any
Except as provided in tli) of this section, an agreement filed with the

purpose.

division discharges the liability of the employer for the compensation,

notwithstanding the provisions of AS 23.30.130. 23.30.160. and 23.30.245. and is

enforceable as a compensation order.

_ -5- _ CSSB I.W INI
~ur Text Underlined (DELETED TEXT IiIRACHETXD]
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0)) U the claimant or beneficiary is not represented hv an attorney

licensed to practice in this stale or the beneficiary is a minor or incompetent, the

agreement shall be reviewed bv a panel of the hoard. If approved by ihe board, the

agreement is enforceable the same as an order or award of the board and discharges
the liability of the employer for the compensation notwithstanding the provisions of
AS 23.30.130, 23.30.160, and 23.30.245. The agreement shall be approved by the
board only when the terms conform to the provisions of this chapter, and, if it involves
or is likely to involve permanent disability, the board may require an impartial medical
examination and a hearing in order to determine whether or not to approve the

agreement. A. [THE BOARD MAY APPROVE] lump-sum settlement may he

approved [SETTLEMENTS] when it appears to be to the best interest of the

employee or beneficiary or beneficiaries.

* Sec. 10. AS 23.30.041(a) is amended to read:
(a) The director [BOARD] sha.l select and employ a reemployment benefits

administrator. The director [BOARD] may authorize the administrator to select and

employ additional staff. The administrator is in the partially exempt service under

AS 39.25.120.

- Sec. 11. AS 23.30.041 (b) is amended to reaJd:

(h) The administrator shall

(1) enforce regulations acoptcd by the board to implement this section;

(2) recommend rcgulali ms for adoption by the board that establish
performance and reporting criteria for rehabilitation specialists;

(3) enforce the quality and effectiveness of reemployment benefits
provided for under this section;

(4) review on an annual basis the performance of rehabilitation
specialists to determine continued eligibility for delivery of rehabilitation services;

(5) submit to the department, on or before May 1of each year, a report
of reemployment benefits provided under this section for the previous calendar year,
the report must include a general section, sections related to each rehabilitation

specialist emploved under this section, and a statistical summary of all rehabilitation

cases, including

| Jot FIN) -6*
tinw Ttyxt Underlined (ri-LKTKD TEX7 WIACKETED)
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(A) the estimated and actual cost of each active rehabilitation
plan;

(B) the estimated and actual time of each rehabilitation plan;

(C) a status report on all individuals requesting, waiving,
beginning, completing, or terminating a reemployment benefits program

including

(1) reasons for denial, waiver, suspension, or
termination:

(ii) dates of completion and [A] return to work: and

fiii) other information required bv the director
[DATE];

(D) the cost of reemployment benefits;

(E) status reports of all individuals who successfully

completed a reemployment plan that includes
fi) the plan's occupational i»»l and whether the
individual obtained work after completion in the planned or

another occupation: and

(i) the individual's employment status six months,
one year, and two years after reemployment plan completion:
(6) maintain a list of rehabilitation specialists who meet the
gualifications established under this section:
(7) promote awareness among physicians, adjusters, injured workers,
employers, employees, alt ‘'meys. training providers, and rehabilitation specialists ol
the reemployment program established in this subsection.

See. 12. AS 27.30.0-JI(c) is repealed and reenacted to read,;

(©) An employee and an employer may stipulate to the employee's eligibility

for reemployment benefits at any time. 1l an employee suffers a compensable injury

and. as a result of the injury, the employee is totally unable, for 45 consecutive days,
to return to the employee's employment at the time of injury, the administrator shall
notify the employee of the employee's rights under this section within 14 days after the

45th day. If the employee is totally unable to return to the employee's employment for

—7/- CSSH I.WIN)
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60 consecutive days as aresult of the injury, the employee or employer may request an
eligibility evaluation. The administrator may approve the request if the employee's
injury may permanently preclude the employee's return to the employee’s occupation
at the time of the injury. If the employee is totally unable to return to the employee's
employment at the time of the injury for 90 consecutive days as a result of the injury,
the administrator shall, without a request, order an eligibility evaluation unless a
stipulation of eligibility was submitted. If the administrator approves a request or
orders an evaluation, the administrator shall, on a rotating and geographic basis, select
a rehabilitation specialist from the list maintained under (b)(6) of this section to
perform the eligibility evaluation. If the person that employs a rehabilitation specialist
selected by the administrator to perform an eligibility evaluation under this subsection
is performing any other work on the same workers' compensation claim involving the

injured employee, the administrator shall select a different rehabilitation specialist.

* Sec. 13. AS 23.30.041(f) is amended to read:

(f) An employee is not eligible for -eemployment benefits if
(1) the employer offers employment within .c employee's predicted
post-injury physical capacities at a wage equivalent to at least the state minimum wage
under AS 23.10.065 or 75 percent of the worker's gross hourly wages at the time of
injury, whichever is greater, and the employment prepares the employee to he

employable in otherjobs that exist in the labor market;

(2) the employee previously declined the development of a
reemployment benefits plan under (3 of this section, received a job dislocation
benefit under (g)(2) of this section, and returned to work in the same or similar
occupation in terms of physical demands required of the employee at the time of
the previous injury;

the employee has been previously rehabilitated in a former
worker's compensation claim and returned to work in the same or similar occupation

in terms of physical demands required of the employee at the lime of the previous

injury; or

(4) [(3)] at the time of medical stability, no permanent impairment is

identified or expected.

CSSIt IJO(FIN) -H-
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* See. 14. AS 23.30.041(g) is amended to read:
(9) Within 30 [15] days after the employee receives the administrator's
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notification of eligibility for benefits, an employee [WHO DESIRES TO USE THESE
BENEFITS] shall give written notice under oath, on a form provided by the
division, to the administrator and the employer of the employee's election to
either use the reemployment benefits or to accept a job dislocation benefit under
(2) of this subsection. The following apply to an election under this subsection:
(1) an employee who elects to use the reemployment benefits also

shall notify the employer of the employee's selection of a rehabilitation specialist who

shall provide a complete reemployment benefits plan: failure [. FAILURE] to give

notice of selection of a rehabilitation specialist required by this paragraph
[SUBSECTION] constitutes noncooperation under (n) of this section: if [. IF] the
employer disagrees with the employee's choice of rehabilitation specialist to develop
the plan and the disagreement cannot be resolved, then the administrator shall assign a
rehabilitation specialist: the [. THE] employer and employee each have one right of
refusal of arehabilitation specialist;

(2) an employee who elects to accept a job dislocation benefit in
place of reemployment benefits and who has been given a permanent partial
impairment rating by a physician shall be paid

(A) $5.000 if the employee's i ermanent partial impairment
rating is greater than zero and less than 15 percent:

(B) $8.000 if the employee's permanent partial impairment
rating is 15 percent or greater but less than 30 percent: or

(C) $13.500 if the employee's permanent partial
impairment rating is 30 percent or greater:

(3) the form provided by the division for election must specify that
the employee understands the scope of the benefits and rights being waived hv
the election: the administrator shall serve a copy of the executed election form on
the parties within 10 tlavs after receiving the form from the employee: the
election and waiver of uncbosen benefits is effective upon service to the parties: a

waiver and election effective under this subsection discharges the employer's

-9- CSSB 13(KFIN)
NP.w Text: Underlined [DELETED TEXT WIiACU iMXt



24-GS1112\Y

liability for the benefits or rights under this section that were not elected: a
waiver may not be modified under AS 23.30.130; the administrator may not
accept an election to accept a job dislocation benefit bv an employee who has not
signed a form that conspicuously notes the benelit being waived.

* Sec. 15. AS 23.30.041 (j) is amended to read:
() The employee, rehabilitation specialist, and [THE] employer shall sign the

reemployment benefits plan. If the employer and employee fail to agree on a

reemployment plan, cither party may submit a reemployment plan for approval to the
adminl.-trator. The [; THE] administrator shall approve or deny a plan within 14 days

after the plan is submitted. Within [; WITHIN] 10 days after [OF] the decision,

cither parly may seek review of the decision by requesting a hearing under

AS 23.30.110. The [; THE] board shall uphold the decision of the administrator

unless evidence is submitted supporting an allegation of abuse of discretion on the part

of the administrator. The [ THE] board shall render a decision within 30 days after

completion of the hearing.
| See. 16. AS 23.30.04I(k) is amended to read:
(k) Benefits related to the reemployment plan may not extend past two years
from date of plan approval or acceptance, whichever date occurs first, at which time

the benefits expire. If an employee reaches medical stability before completion of the

disal ility benefits shall cease, and permanent impairment

If the

plan, temporary total
benefits shall then be paid at the employee’s temporary tota! disability rate.
employee's permanent impairment benefits arc exhausted before the completion or

termination of the reemployment process [PLAN], the employer shall provide

compensation equal to 70 percent of the employee’s spendable weekly wages, but not
to exceed 105 percent of the average weekly wage, until the completion or termination
of the process (PLAN), except that any compensation paid under this subsection is
reduced by wages earned by the employee while participating in the process [PLAN]

to the extent that the wages earned, when combined with the compensation paid under

this subsection, exceed the employee’s temporary total disability rate. If permanent

partial disability or permanent partial impairment benefits have been paid in a lump

sum before the employee requested or was found eligible lor reemployment benefits,

40-
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payment of benefits under this subsection is suspended until permanent partial
disability or permanent partial impairment benefits would have ceased, had those
benefits been paid at the employee's temporary total disability rale, notwithstanding
the piovisions of AS 23.30.155(j). A permanent impairment benefit remaining unpaid
upon the completion or termination of the plan shall be paid to the employee in a
single lump sum. An employee may not be considered permanently totally disabled so
long as the employee is involved in the rehabilitation process under this chapter. The
fees of the rehabilitation specialist or rehabilitation professional shall be paid by the
employer and may not be included in determining the cost of the reemployment plan.
Sec. 17. AS 23.30.04I(n) is amended to read:

(n) After the employee has elected to participate in reemployment benefits, iT
the employer believes the employee has not cooperated, the employer may terminate
reemployment benefits on the date of noncooperation. Noncooperation means

(1) unreasonable failure to
(A) keep appointments;
(B) maintain passing grades;
(C) attend designated programs;
(D) maintain contact with the rehabilitation specialist;

(E) cooperate with the rehabilitation specialist in developing a

reemployment plan and participating in activities relating to recmployabilily on

a full-time basis;

(F) comply with the employee's responsibilities outlined in the

reemployment plan; or
(G)  participate in any planned reemployment activity as

determined by the administrator; or
(2) failure to give written notice to the employer ot the employee's

choice of rehabilitation specialists within 30 [15] days alter receiving notice of
eligibility lor benefits from the administrator as required by (g) of this section.

* See. IS. AS 23.30.041 (p) is amended to read:

(p) When the United Stales Department of Labor publishes a new edition,

revision, or replacement for the "Selected Characteristics of Occupations Defined in

-11- CsSit DI(MN)
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ihe Revised Dictionary of Occupational Titles" referred to in (e) of this section, the
director [BOARD] shall, not later than 90 days after the last day of the month in
which the new edition, revision, or replacement standard is published, hold an open
meeting under AS 44.62.310 to select the proposed dale on which ihe new edition,
revision, or replacement standard will be implemented to make all eligibility
determinations required under (c) of this section. The date selected by the
department [BOARD] for implementing the new edition, revision, or replacement
standard may not be later than 90 days after the last day of the month in which the new

edition, revision, or replacement standard is published. After the meeting, the

director [BOARD] shall issue a public notice announcing the dale selected bv the

department. The requirements of AS 44.62.010 - 44.62.300 do not apply to the

selection or announcement of the date under this subsection.

* Sec. 19. AS 23.30.041 (g) is amended to read:

(gj Notwithstanding AS 23.30.012, after medical stability has been determined
and a physician has predicted that the employee may have a permanent impairment
that may cause the employee to have permanent physical capacities that are less than
the physical demands of the employee's job at the lime of injury, an employee may

waive any benefits or rights under this section, including an eligibility evaluation and

benefits related to a reemployment plan. To waive any benefits or rights under this

section, an employee must file a statement under oath wi'h the division [BOARD] to
notify the parlies of the waiver and to specify the scope of benefits or rights th.a the
employee seeks to waive. The statement must be on a form prescribed or approved by
the director [BOARD], The division [BOARD] shall serve the notice of waiver on
all parlies to the claim within 10 days after filing. The waiver is effective upon service
to the party. A waiver effective under this subsection discharges the liability of the
The waiver may not be

employer for the benefits or rights contained in this section.

modified under AS 23.30.130.

* See. 20. AS 23.30.080(d) is amended to read:

(d) If an employer fails to insure or provide security as required by

AS £3.30.075, the board may issue a stop order at the rennest of the division

prohibiting the use of employee labor by lhe employer until the employer insures or

CSSH I130(FIN) -12.
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provides security as required by AS 23.30.075. The failure of an employer to file

evidence of compliance as required by AS 23.30.085 creates a rebuttable presumption
that the employer has failed to insure or provide security as required by AS 23.30.075.
If an employer fails to comply with a stop order issued under this section, the ooard
shall assess a civil penalty of $1,000 a [PER] day. The employer may not obtain a

public contract with the stale or a political subdivision of the state for three years

following the violation of the slop order.

Sec. 21. AS 23.30.080 is amended by adding new subsections to read:
(e) If a representative of the department investigates an employer's failure to
file the evidence of compliance required by AS 23.30.085 and, after investigation,
there is substantial evidence that the employer failed to insure or provide security as
required by AS 23.30.075, the representative .shall inform the employer. The
representative may request the director to issue a slop order prohibiting the use of

employee labor by the employer until the employer insures or provides security as

required by AS 23.30.075. The director may issue a slop order, without a hearing,

based on the representative's investigation. The director shall dissolve a slop order

issued under this subsection upon receipt of substantial evidence that the employer is
insured or has provided security as required by AS 23.30.075(a). If an employer fails
to comply with a stop order issued under this subsection, the division may petition the
board to assess a civil penalty. The board may assess a civil penalty of $1,000 a day.
An employer who is assessed a penally under this subsection may not obtain a public
contract with the state or a political subdivision of the state for the three years
following violation of the stop order.

(f) If an employer fails to insure or provide security as required by
AS 23.30.075, the division may petition the board to assess a civil penalty of up to
$1,000 for each employee for each day an employee is employed while the employer
failed to insure or provide the security required by AS 23.30.075. The failure of an
employer to file evidence of compliance as required by AS 23.30.0S5 creates a

rebuttable presumption that the employer failed to insure or provide security as

required by AS 23.30.075.
(9) If an employer fails to pay acivil penalty order issued under (d), (e). or (f)

-11. CSSIJ 1.W IN)
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of this section within seven days after the date of service of the order upon the

employer, the director may declare the employer in default. The director shall file a

certified copy of the penally order and declaration of default with the clerk of the

superior court. The court shall, upon the filing of the copy of the order and

declaration, enter judgment for the amount declared in default if it is in accordance

with law. Anytime after a declaration of default, the attorney general shall, when

requested to do so by the director, take appropriate action to ensure collection of the

defaulted payment. Review of the judgment may be had as provided under the Alaska

Rules of Civil Procedure. Final proceedings to execute the judgment may be had by

writ of execution.

* Sec. 22. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.082. Workers' compensation benefits guaranty fund, (a) The
workers' compensation benefits guaranty fund is established in the general fund to
carry out the purposes of this section. The fund is composed of civil penalty payments
made by employers under AS 23.30.080, income earned on investment of the money
in the fund, money deposited in the fund by the department, and appropriations to the
fund. Money appropriated to the fund docs not lapse. Amounts in the fund may be
related to fund

appropriated for claims against the fund, for expenses directly

operations and claims, and lor legal expenses.

(b) Every three months, the Department of Revenue shall provide the division
with a statement of the activities of, balances in, interest earned on. and interest
returned to the fund.

(c) Subject to the provisions of this section, an employee employed by an
employer who fails to meet the requirements of AS 23.30.075 and who fails to pay

compensation and benefits due to the employee under this chapter, may file a claim for

payment by the fund. In order to be eligible for payment, the claim form must be filed

within the same time, and in the same manner, as a workers' compensation claim. The
fund may assert the same defenses as an insured employer under this chapter.

(d) If the fund pays benefits to an employee under this section, the fund shall
be subrogated to all of the rights of the employee to the amount paid, and die

employee shall assign all right, title, and interest in that portion of the employee's

CSS It 13ALIN) -14-
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workers' compensation claim and any recovery under AS 23.30.0J5 to the fund.
Money collected by the division on the claim or recovery shall be deposited in the
fund.

(c) If the money deposited in the fund is insufficient at a given time to satisfy
a duly authorized claim against the fund, the fund shall, when sufficient money has
been deposited in the fund and appropriated, satisfy unpaid claims in the order in
which the claims were originally filed, without interest.

(0 The division may contract under AS 36.30 (State Procurement Code) with
a person for the person to adjust claims against the fund. The contract may cover one
or more claims.

(g) In this section, "fund"” means the workers'compensation benefits guaranty

fund.
* Sec. 23. AS 23.30.095(c) is amended to read:

(c) A claim for medical or surgical treatment, or treatment requiring
continuing and multiple treatments of a similar nature is not valid and enforceable
against the employer unless, within 14 days following treatment, the physician or
health care provider giving the treatment or the employee receiving it furnishes to the
employer and the board notice of the injury and treatment, preferably on a form
prescribed by the board. The board shall, however, excuse the failure to furnish notice
within 14 days when it finds it to be in the interest of justice to do so. and it may, upon
application by a party in interest, make an award for the reasonable value of the
medical or surgical treatment so obtained by the employee. When a claim is made for
a course of treatment requiring continuing and multiple treatments of a similar nature,
in addition to the notice, the physician or health care provider shall furnish a written
treatment plan if the course of treatment will require more frequent outpatient visits
than the standard treatment frequency for the nature and degree of the injury and the
type of treatments. The treatment plan shall he furnished to the employee and the
employer within 14 days after treatment begins. The treatment plan must include
objectives, modalities, frequency of treatments, and reasons for the frequency of

treatments. Il the treatment plan is not furnished as required under this subsection,

neither the employer nor the employee may he required to pay for treatments that

-15- CSSH 130(L'IN)
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exceed the frequency standard. The hoard shall adopt regulations establishing

standards for frequency of treatment. Notwithstanding (:i) of this section, n claim

for palliative care or treatment provided after the employee's conditions

medically slahle is not valid and enforceable against the cmpiover unless the
employee's attending physician certifies that the palliative care or treatment is
required to enable the employee to continue in the employee's employment at the

lime of treatment or to enable the employee to continue to participate in an

agreed upon or approved reemployment plan. Palliative care or treatment is also

subject to the requirements of this .subsection if the palliative care or treatment
involves continuing and multiple treatments of a similar nature. Limitations
described in this subsection do not apply if the physician certifies that the
treatment is needed to treat chronic debilitating pain.

* Sec. 24. AS 23.30.095(j) is amended to read:
()  The commissioner shall [BOARD MAY] appoint a medical services
review committee, or contract with an existing organization in the state or another
state, to assist and advise the department and the hoard in matters involving the

appropriateness, necessity, and cost of medical and related services provided under

this chapter.
* See. 25. AS 23.30.095 is amended by adding new subsections to read:

(n) A generic drug product must he used when dispensing a drug product to an

employee under this chapter unless the attending physician provides justification in

writing explaining the medical necessity for the name-brand drug product. |lie

department, by regulation, shall establish a prefcned diug list and a procedure lor
establishing medical necessity to depart Irom the list and to use a iiame-br.ind drug

product. In this subsection, "generic drug product” has the meaning given the term

equivalent drug product" in AS 0S.SO.-JSO,
to) For purposes of tins chapter, the medical tieatment or service that the
nature of the injurv or the process of recovery requires under i.i) ot this section means

treatment or service that is within the recommended guidelines set out rn the American
and hnvironmental Medicine's Occupational Medicine

ill#

College of Occupational

IYaclice Guidelines in eticet at the time the treatment or service is provided
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American College of Occupational and Environmental Medicine's Occupational
Medicine Practice Guidelines shall he presumed correct on the issue of the nature,

extent, and scope of medical treatment or services. For an injury not covered by the

American College of Occupational and Environmental Medicine's Occupational
Medicine Practice Guidelines, the treatment or service shall be in accordance with
standards based on other scientific, evidence-based medical treatment guidelines
generally recognized by the national medical community and adopted by the board by
regulation, and those standards shall also be presumed correct on the issue of the

nature, extent, and scope of medical treatment or services. Treatment may not be

denied based on American College of Occupational and Environmental Medicine's

Occupational Medicine Practice Guidelines if the treatment for the injury is not

u

12 specifically addressed by the American College of Occupational and Environmental
13 Medicine's Occupational Medicine Practice Guidelines.

14 (p) The presumptions established under (0) of this section may be rebutted by
15 an employee's physician's written certification explaining

16 <l) the nature, extent, and scope of provided medical treatment or
17 service that is at variance with the applicable guidelines or standards; and

18 (2) the basis for the physician's conclusion that the provided medical
19 treatment or service at variance was reasonably required by the nature of the injury or
20 process of recovery.

21 * Sec. 26. AS 23.30 is amended In adding a new section to urticic 2 to read:

22 Sec. 23.3tl.097. Fees for medical treatment and services; payment of hills,
23 (@) All tees and other charges for medical treatment or service are subject to
24 regulation by the hoarJ consistent with this seition. A lee or other charge lor medical
25 treatment or ser\ice may not exceed the lesser of

20 (1) the usual, customary, and reasonable fees tor the treatment or
27 servue in the comtminU) in which it is rendered not to exceed the Ice* in the lee
28 schedule pccified b the board in its published bulletin in ellect on December 15.
2 2003; or

30 (2) the payment made by the cmplover as negotiated by the pannier
31 and the employer under (C) o! this scclioi
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(b) An employer, or group of employers, may establish a list of preferred

physicians and treatment service providers to provide medical, surgical, and other

attendance or treatment services to the employer's employees under this chapter;

however,
(1) the employee's right to chose the employee's attending physician

under AS 23.30.095(a) is not impaired;

(2) when given to the employee, the employer's preferred physician list
must clearly slate that the list is voluntary, that the employee's choice is not restricted
to the list, that the employee's rights under this chapter are not impaired by choosing
an attending physician from the list, and that, if the employee chooses an attending
phycician from the list, the employee may, in the manner provided in AS 23.30.095,

make one change of attending physician, from the list or otherwise; and
(3) establishment of a list of preferred physicians does not affect the

employer’s choice of physician for an employer medical examination under

AS 23.30.09*
(c)

other treatment service providers under this chapter to obtain reduced fees and service

charges and may take the fees and charges into account when forming a list of

preferred physicians and providers. In no event may an employer or group of

employers attempt to influence the treatment, medical decision* or permanent

impairment ratings by physicians in the cour.se of the negotiations regarding a

preleired physician and provider fee list
(dj An empiover shall pay an employee's bills lor medical treatment tinder this
chapter, excluding prescription charges or transportation lor medical treatment, within

50 days after the date that the employer receives the provider's bill or a completed

report as required by AS 2.3.30.()95(t). whichever is later

(ci Unless the employer controverts a charge, an empiover shall reimburse an

emplovee's prescription chaiges tinner this chapter within 30 days alter the employer

received the health tare ptovidc: s completed report and an Itenu/aiiou o| the

presenpiion charges for the cmplowe. |!nless the employer controverts a charge an

employer shall reimburse transportation expenses lor medical treatment under this

-IS-
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chapter within 30 days after the employer received the health care provider's
completed report and an itemization of the dale, destination, and transportation
expenses for each date of travel for medical treatment. If the employer docs not plan
to make or does not make payment or reimbursement in full as required by this
subsection, the employer shall notify in writing the employee and the employee's

health care provider that payment will not be timely made and the reason for the

nonpayment. The notification must be provided on or before the date that payment is

due under this subsection or I'd) of this section.

() An employee may not be required to pay a fee or charge for medical

treatment or service provided under this chapter.

* Sec. 27. AS 23.30.100(b) is amended to read:

(b) The notice must be in writing, contain the name and address of the
eniploycca [AND] a statement of the time, place, nature, and cause of the injury or
death, and authority to release records of medical treatment for the injury or
death, and be signed by the employee or by a person on behalf ol the employee, or. in

ease of death, by a person claiming to be entitled to compensation lor the death or by a

person on behalf of that person.

* Sec. 28. AS 23.30.107(b) is amended to read:

(b) Medical or rehabilitation records in an employee’s file maintained by the

division or held hv (tie hoard are not public records subject to public [inspection and

copying under AS 40.25. This subsection does not prohibit

(1) the reemployment benefits administrator, the division, the board,
or the department Irom releasing medical or rehabilitation records in an employee*
file, without the employee’s consent, to a physician providing medical services under

AS 23.30.095(k) or 23.30.110(g). a party to a claim filed by the employee, or a

governmental agency ; or
(2) the quoting or discusdn!" of medical or rehabilitation lecords

contained m an employee's file during a hearing on a claim lor compensation |.] or m

a decision and order of the board.

* See. 29. AS 23 fi). 107 is amended by adding a new subsection to read:

(c) The division may not assemble, or provide inhumation respecting.
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individual records lor commercial purposes that are outside the scope of this chapter.
* Sec. 30. AS 23.30.122 is repealed and reenacted to read:
Sec. 23.30.122. Credibility of witnesses. The board has tlv sole power to
determine the credibility of testimony presented by a witness. When credibility is

disputed in a proceeding before the board, the board's determination of credibility

must be supported by specific findings.
I Sec. 31. AS 23.30.175(b) is amended to read:
(b) The following rules apply to benefits payable to recipients not residing in

the slate at the lime compensation benefits are payable:

(1) the weekly rate of compensation shall be calculated by multiplying
the recipient's weekly compensation rate calculated under AS 23.30.180, 23.30.185,
23.30.190, 23.30.200, or 23.30.215 (,J by the ratio of the cost of living of the area in
which the recipient resides to the cost of living in this state;

(2) the calculation required by (1) of this subsection does not apply if

the recipient is absent from the state for medical or rehabilitation services not

reasonably available in the state:

(3) if the gross weekly earnings of the recipient and the resulting
compensation rale arc determined under AS 23.30.220(a)(6). (7), or (10), the
calculation required by this subsection applies only to the portion of the recipient's
weekly compensation rate attributable to wages earned in the stale;

(4) application of this subsection may not reduce the weekly
compensation rale to less than S 154 a week, except as provided in (a) ol this section:

(5) application of (1) - (4) of this subsection mav not result in

raising a recipient's weekly compensation rate tn an amount that exceeds the

weekly compensation rate that the recipient would have received if the recipient

had been res'idiim in the slate.

* Sec. 32. AS 23 30.175(c) is amended to read:
(c) The department [HOARD] shall provide by regulation for the

determination and comparison of living costs lor this slate and the other areas in which

recipients reside and for the [ANNUAL) redetermination and comparison of these

costs evcrv three vears.
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* See. 33. AS 23.30.205(e) is amended to read:

(e) The second injury fund may not be bound as to any question of law or fact
by reason of an award or an adjudication to which it was not a party or in relation to
which the director [COMMISSIONER] was not notified at least three weeks before

the award or adjudication [,] that the fund might be subject to liability for the injury or

* Sec. 34. AS 23.30 iWhlfcnued by adding a new section to read:
Sec. 23.30.224. Coordination of benefits, (a) Notwithstanding other

provisions of this chapter, an employer's liability for payment of weekly compensation

under AS 23.30.180 or 23.30.185 to an employee eligible for a disability benefit under

JO

1 AS 14.25.130, AS 39.35.400, or 39.35.410 may not exceed the lesser of

12 (1) the difference between the disability benefit payable to the

13 employee under AS 14.25.130, AS 39.35.400, or 39.35.410, converted to a weekly

14 basis, and 100 percent of the employee's spendable weekly wage as calculated under

15 AS 23.30.220; or

10 (2) the maximum compensation rate calculated under AS 23.30.175.

17 (b) An employer's liability for payment of compensation under

IS AS 23.30.041 (k) to an employee eligible for a disability benefit payable under

19 AS 14.25.130, AS 39.35.400. or 39.35.410 may not exceed the lesser of

20 (1) the difference between the disability benefit payable to the

21 employee under AS 14.25.130. AS 39.35.400, or 39.35.410, convened to a weekly
basis, and SO percent of the employee's spendable weekly wage as calculated under

23 AS 23.30.220; or

24 (2) 105 percent of the average weekly wage calculated under

25 AS 23.30.175(d).

20 (c) Notwithstanding other provisions of this chaptu, the liability of an

27 employer for payment of compensation for an injury or illness under AS 23.30.180 or

2S 23.30.185 to an employee who is covered by a union or group retirement system to

29 which the employer makes contributions under a collective bargaining agreement or

30 by membership in a welfare or pension plan or imsl may not exceed the lesser of

31 (1) the difference between 100 percent of the employee's spendable
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weekly wage and an amount equal to the disability benefit, disability pension, or
medical retirement benefit that the employee is eligible to receive as a result of the
injury or illness, as calculated on a weekly basis, under the retirement system or
welfare or pension plan or trust: or

(2) the maximum compensation rate calculated under AS 23.30.175.

(d) If the union or group retirement system, pension plan, or trust referred to in
(c) of this section provides by its terms that its benefits arc precluded or reduced if
benefits are awarded under this chapter, the limitation provided in (c)(l) of this section
is not applicable to the extent of the amount precluded or reduced.

(e) Notwithstanding other provisions of this chapter, the liability of an
employer for payment of compensation for an injury or illness under AS 23.30.04l1(k)
to an employee who is covered by a union or group retirement system tc which the
employer makes contributions under a collective bargaining agreement or by
membership in a welfare or pension plan or trust may not exceed the lesser of

(1) the difference between SO percent of the employee's spendable
weekly wage and an amount equal to the disability benefit, disability pension, or
medical retirement benefit that the employee is eligible to receive as a result of the
injury or iliness, calculated on a weekly basis, under the retirement system or welfare

or pension plan or trust; or

(2) 105 percent of the average weekly wage calculated under
AS 23.30.175(d).
(O If the union or group retirement svsiem. pension plan, or trust referred to in
(e) of this section provides by its terms that its benefits' are precluded or reduced if
benefits are awarded under this chapter, the limitation provided in (e)( 1) of this seetion
is not applicable to the extent of the amount precluded or reduced.

(9) If the employee receives a lump sum distribution of disability benefits,

disability pension, or medical retirement benefits, the combined workers'

compensation and weekly disability or medical retirement benefit specified in this
section shall be calculated by assuming that the employee received weekly disability
or medical retirement payments under the applicable plan from the date ol eligibility

for the disability benefit or medical retirement until the total of the weekly payments
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equals the amount of the lump sum, exclusive of that portion of the lump sum
specifically set aside under the applicable plan for retraining expenses, medical and
transportation expenses, and attorney fees or other legal costs.
* Sec. 35. AS 23.30.240 is amended to read:

Sec. 23.30.240. Officers of corporations, municipal corporations and
nonprofit corporations and members of limited liability companies as employees.
An executive officer elected or appointed and empowered in accordance with the
charter and bylaws of a corporation, other than an official of a municipal corporation

or a charitable, religious, educational, or other nonprofit corporation, is an employee

of the corporation under this chapter. However, ..a executive officer of a corporation

may waive coverage under this chapter, subject to the approval of the director

AND WORKFORCE DEVELOPMENT],

12 [COMMISSIONER OF LABOR

13 notwithstanding AS 23.30.245(b).  Notwithstanding any other provision of this
14 chapter, an executive officer of a municipal corporation or of a charitable, religious,
Js educational, or other nonprofit corporation may be brought within the coverage cf its
16 insurance contract by the corporation bv specifically including the officer in the
17 contract of insurance. The election to bring an executive officer within the cove-age
18 continues in force for the period the contract of insurance is in effect. During that
19 period, an executive officer brought within the coverage of the insurance contract s an
20 employee of the coqgioration under this chapter.

21 * Sec. 36. AS 23.30.240 is amended by adding a new subsection to read:

21 (b) Except as provided in this subsection, a member of a limited liability
23 company organized under AS 10.50 is not an employee of the company under this
24 chapter. Notwithstanding any other provision of this chapter, a limited liability
23 company may bring a member of the company within the coverage ol the compa iy\
26 insurance contract by specifically including the member in the contract ol insurance.
27 The election to bring the member within the company's coverage continues in force
28 for the period the contract of insurance is in clfcet. During that period, a member
29 brought within the coverage ol the insurance contract is an employee ol the company
30 under this chapter.

31 * Sec. 37. AS 23.30 is amended h\ adding a new section to read:

23 CSSIt 130(11%)
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Sec. 23.30.249. Fraudulent acts and Calse or misleading statements, (a)

An employer, insurer, or other person may petition for an order to reimburse a
payment and the cost of compensation, medical treatment, or other benefit provided
under this chapter obtained by a fraudulent act or false or misleading statement or
representation. If the board, after a hearing as provided by AS 23.30.110, finds by a
preponderance of the evidence that a person has obtained a payment, compensation,

medical treatment, or another benefit provided under this chapter, or that a provider

has received a payment, by a fraudulent act or by knowingly making a false or

misleading statement or representation for the puipose of obtaining that benefit or

payment, the board shall order that person to make full reimbursement of the payment

11 or cost of all benefits obtained. Upon entry of an order authorized under this

subsection, the board shall also order that person to pay all reasonable costs and

attorney fees incurred in obtaining an order under this section and in defending a

12
14 fraudulent claim made for benefits under this chapter. If a person fails to comply with

15 an order requiring reimbursement of payment or cost of benefits and payment of costs

16 and attorney fees, the employer, insurer, or other party may declare the person in

17 default and proceed to collect any sum due in the same manner as provided under

18 AS 23.30.170(b) and (#.

19 (b) Except as provided in (c) of this section, a person is not liable for civil
20 damages for filing a report concerning a suspected, anticipated, or completed

21 fraudulent act or a false or misleading statement or representation with, or for

22 furnishing other information, whether written or oral, concerning a suspected,

23 anticipated, or completed fraudulent act or false or misleading statements or

24 representation to

25 (1) law enforcement officials or their agents and employees:

26 (2) the division of workers' compensation, the division of insurance in

27 the Department of Commerce, Community, and Economic Development, or an agency

2s in another state that regulates insurance or workers' compensation;

2¢ (3) an insurer or adjuster or its agents, employees, or designees, or the |

|n risk manager of a self-insured employer under this chapter.

31 (c) The provisions of (b) of this section do not preclude liability for civil

21
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damages as described in (b) of this section if the liability arose as a result of reckless,

wilful, or intentional misconduct.

(d) An insurer, an adjuster, or a risk manager of a self-insured employer that
has reason to-believe that a fraudulent workers' compensation demand or claim has
been made against it shall send the director a report disclosing information that the
director may require. An insurer or an adjuster or its employee or agent, or a risk
manager of a self-employed employer, or another person acting in good faith is not
civilly liable for damages resulting from the filing of the report or the furnishing of
information required by this section or by the director.

(c) The director may investigate facts reported under this section and may
refer facts indicating a possible violation of law to the appropriate prosecutor or
agency. If the director determines that there is credible evidence that a person
obtained a payment, compensation, medical treatment, or other benefit provided under
this chapter by a Iraudulent act or false or misleading statement or representation as
provided in (a) of this section, the director shall notify the affected employer, insurer,

and adjuster upon conclusion of the investigation. If the fraudulent act or false or

misleading statement or representation was perpetrated against the division, the
director may file a petition as provided in AS 23.30.110 for an order of forfeiture
against the person, precluding, in whole or in part, the person from future payment,
compensation, medical treatment, or other benefit provided under this chapter.

(f) The papers, reports, documents, and evidence received under this section or
in an investigation arising from information received under this section are not subject
to public inspection for so long as the director considers confidentiality to be m the
public interest or reasonably necessary to complete an investigation or protect the
person investigated from unwarranted injury. Papers, reports, documents, and
evidence relative to an investigation under this section are conlidential and not subject
to subpoena unless, after notice to the director and a hearing, a court determines that
the director would not be unduly hindered bv public inspection.

(g) If the material that the director seeks to obtain is located outside the state,

the material may be made available to the director to examine at the place where the

Material is located. The director may designate representatives, including officials of
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the state in which the material is located, to inspect the material on behalf of the

director. The director may respond to a request from an official of another state for

similar material.
(h) In this section, "fraudulent act" includes

(1) to knowingly pretend injury or disability with intent to defraud or

obtain a benefit under this chapter;

(2) to knowingly conceal, suppress, destroy, remove, or alter records

with intent to defraud or obtain a benefit under this chapter;

(3) to knowingly assist or prepare another person to submit a false or
misleading statement in support of aclaim for benefits under this chapter with reckless

disregard that the person is not entitled to benefits under this chapter;

(4) to use force against a person, damage the property of a person, or
threaten a person with intent to improperly influence the opinion of a witness, a

physician, or other health care provider;

(5) except as otherwise authorized under this chapter, to knowingly

confer, offer to confer, solicit, agree to accept, or accept property, services, or a

benefit
(A) to refer an employee to a physician or other health care

provider; or

(B) for providing medical treatment, services, medicines, or

supplies to an employee if the property, services, or benefit is in addition to

payment by the employer, insurer, or adjuster allowed under this chapter.

* Sec. 38. AS 23.30.250(a) is amended to read:

(a) A person, ineludimi an employee, employer, physician.
provider, or the representative of ;i person who (1) knowingly makes a false or
misleading statement, representation, or submission related to a benefit under this
chapter; (2) knowingly assists, abets, solicits, or conspires in making a false or
misleading submission affecting the payment, coverage, or other benefit under this
chapter; (3) knowingly misclassifies employees or cngag.es in deceptive leasing

practices for the purpose of evading full payment of workers'compensation insurance

premiums; or (4) employs or contracts with a person or firm to coerce or encourage an
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individual to file a fraudulent compensation claim is civilly liable to a person

adversely affected by the conduct, is guilty of theft by deception as defined in
AS 11.46.180, and may be punished as provided by AS 11.46.120 - 11.46.150.

* Sec. 39. AS 23.30.250(b) is repealed and reenacted to read:

(b) To the extent allowed by law, in acivil action under (a) of this section, an
award of damages by a court or jury may include compensatory damages, subject to
AS 09.17. Attorney fees may be awarded to a prevailing party as allowed by law.

Sec. 40. AS 23.30.260 is amended by adding a new subsection to read:
(b) Notwithstanding AS 23.30.145 and (a) of this section, approval of a fee is

not required if the fee does not exceed $300 and is a one-time-only charge to an
employee by an attorney licensed in this state who performed legal services with
respect to the employee's claim but did not enter an appearance.

* Sec. 41. AS 23.30,395(17) is amended to read:

(17) "injury" means accidental injury or death arising out of and in the
course of employment, and an occupational disease or infection that [WHICH] arises
naturally out of the employment or that [WHICH] naturaliy or unavoidably results
from an accidental injury; "injury" includes breakage or damage to eyeglasses, hearing
aids, dentures, or any prosthetic devices that [WHICH] function as part of the body
and further includes an injury caused by the wilful act of a third person directed
against an employee because of the employment; "injury" does nnl include

aggravation. acceleration, or combination with a preexistint! condition, unless the
employment is the major contributing cause of the disability or need for medical
treatment, and does not include mental injury caused by mental siress4 unless it is
established that (A) the work stress was extraordinary and unusual in comparison to
pressures and tensions experienced by individuals in a comparable work environment,
and (B) the work stress was the predominant cause of the mental injury; the amount of
work stress shall be measured by actual events; a mental injury is not considered to

arise out of and in the course of employment if it results from a disciplinary action,

work evaluation, job transfer, layoff, demotion, termination, or similar action, taken in

good faith by the employer;
* See. 42. AS 23.30.395 is amended by adding new paragraphs to read:

-27- CSSB 130<riN)
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(35) "attending physician" means one of the following designated by

the employee under AS 23.30.095(a) or (b):

(A) alicensed medical doctor;

(B) alicensed doctor of osteopathy;

(C) alicensed dentist or dental surgeon;

(D) alicensed physician assistant acting under supervision of a
licensed medical doctor or doctor of osteopathy;

(E) a licensed nurse practitioner acting under supervision of a
licensed medical doctor or doctor of osteopathy; or

(F) alicensed chiropractor;

(36) "commissioner" means the commissioner of labor and workforce

development;
(37) "department" means the Department of Labor and Workforce

Development;

(38) "director" means the director of the division of workers'

compensation in the department:
(39) "division" means the division of workers' compensation in the

department.
* Sec. 43. AS 37.05.146(c) is amended by adding a new paragraph to read:
(78) workers' compensation benefits guaranty fund (AS 23.30.082).

* Sec. 44. AS 39.25.120(c)( 14) is amended to read:
(14) the rehabilitation administrator of the division of workers'
compensation [WORKERS' COMPENSATION BOARD];

* Sec. 45. AS 23.30.095(f). 23.30.095(0. and 23.30.095(m) are repealed.

* Sec. 46. The uncodificd law of the Stale of Alaska is amended by adding a new section to

read:

TASK FORCE ON WORKERS' COMPENSATION, (a) There is established in the

legislative branch the Task Force on Workers' Compensation to address the improvement oi

the Alaska workers' compensation system, including
(1) a review of workers' compensation and insurance

throughout the United Slates and an assessment of the effects of those reforms;

28
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(2) an analysis and assessment of proposals for workers' compensation and

workers' compensation liability insurance reform in Alaska;

(3) areview of current Alaskan workers' compensation benefits and costs and

an assessment of needed changes;

(4) areview of compliance with current Alaska workers' compensation laws;

(5) a consideration of other issues determined to be relevant by members of

the task force.
(b) The task force established under (a) of the section shall ..onsist of 11 voting

members. One member shall be a state senator appointed by the president of the senate, one

member shall be a state representative appointed by the speaker of the house of

1n mepresenlatives, and one member shall be a member of the minority in either house jointly

12 iclectcd by the president of the senate and the speaker of the house of representatives. Eight

13 ncmbcers shall be appointed jointly by the president of the senate and speaker of the house of

14 epresenlatives as follows:

(1) arepresentative of the Alaska State Medical Association:

15
16 (2) an attorney who represents employees in workers' compensation cases;

17 (3) an attorney who represents employers in workers' compensation cases;

IS (4) a representative of the insurance industry that provides workers'
19 ompcnsalion insurance;

20 (5) arepresentative from organized labor;

21 (6) a person representing employees not represented bv organized labor;

22 (7) a person representing small businesses; and

23 (8) aperson representing larger businesses.

24 (c) The task force established under (a) of this section

25 (1) may begin work immediately upon the appointment of its full voting
26 cmbership and shall meet at least three times telephonically or in person;

27 (2) shall hold public hearings and may perform research related to its work;

28 (3) may meet in the interim and vole telephonically:

29 (4) shall report its written findings and give a copy of proposed legislation and
30 her recommendations to the president of the senate and the speaker of the house 61
31 presentativcs before December |, 2005; and
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(5) is terminated on February 1, 2006.

* Sec. 47. The uncodificd law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY. The amendment to AS 23.30.175(b) made by sec. 31 of this Act

applies to an injury occurring on or after the effective date of sec. 31 of this Act.

* See. 48. The uncodificd law of the State of Alaska is amended by adding a new section to

read:
TRANSITIONAL PROVISIONS. (a) Litigation, investigations, and other
proceedings pending under a law amended or repealed by this Act or in connection with

functions transferred by this Act continue in effect and may be continued and completed,

notwithstanding a transfer or amendment or repeal provided for in this Act.

(b) Certificates, decisions, and orders issued under authority of a law amended or

repealed by this Act remain in effect for the term issued, or until revoked, vacated, or
otherwise modified under the provisions of this Act. Contracts, rights, liabilities, and
obligations created by or under alaw amended or repealed bv this Act and in effect on the day
before the effective date of this section remain in effect, notwithstanding this Act's taking

effect.
* Sec. 49. The uncodified law of the State of Alaska is amended by adding a new section to

read:
TRANSITION: REGULATIONS. The Department of Labor and Waorkforce

Development and the director of insurance in the Department of Commerce, Community, and

implement the

Economic Development may proceed to adopt regulations necessary to

respective provisions for which each is responsible under this Act. The regulations take effect

undci AS 44.62 (Administrative Procedure Act), but not before the effective date of the

statutory changes.
* Sec. 50. The uncodified law of the Stale of Alaska is amended by adding a new section to

=g

TRANSITION: MEDICAL SERVICES REVIEW COMMITTEE STUDY AND
EPORT. Tlic medical services review committee appointed by the commissioner of labor
id workforce development under AS ..3.30.()95(j), as amended by sec, 24 ol this Act. shall

roeecd to study medical and related benefits provided under AS 23.30 to determine the

-30-
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appropriateness, necessity, delivery, and cost of the benefits and shall, before the end of the
first week of the First Regular Session of the Twenty-Fifth Alaska Stale Legislature, provide
to the legislature and the commissioner of labor and workforce development a report of the
results of the study.

1 Sec. 51. Section 49 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 52. Sections 1- 4, 31, and 50 of this Act take effect September 1. 2005.

* Sec. 53. Except as provided in secs. 51 and 52 of this Act, this Act lakes clfcct August 1,

2005.
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Summary of CSSR 13(>(,JUl)> Projnircd for Senate Kimmcc Committee

This legislation's reforms are aimed al lessening lhe IIm al lo jobs and benefits
eaused bv insurance premiums increasing al intolerable rales. The reforms are
consislenl wilh lhe oil-staled legislative inlenl of ensuring Ihe quick, efficient,
fair, and predictable delivery of indemnity and medical benefits lo injured
workers al a reasonable cosi lo their employers. The reforms address five

major areas:

Protecting Workers' Benefits and Jobs

Sec. 21 Empower Hid Division Director lo immediately sinil down an
employer upon completion of an investigalion confirming lack of
required insurance. (Pages iJj-M)

Sec. 21 Empower the Hoard |If) fine uninsured employers 11> to
8 1.000/duv/employer. (Pages 18-1-1)

Sec. 22 Establish a Henelils Guaranty Emid lo receive fines assessed
against uninsured employers. Permit the Fund Lo use those fines
lo pay benefits to injured workers whose employers were
uninsured and fail to pay. Authorize the Fund to pursue
reimbursement from ihe uninsured employer. (Pages Id-15)

Set. 2 Protect benefits pavmecnls irom an insurer's insolvency by
requiring in stale deposits to back the insurer’s loss reserves.
(Pages 2-3)

Sec. 3 Kelt ase the deposits to the AlasIM Insurance Guaran'v

Association, upon the insurer's insolvency. fui payment of henelils
lo injured workers. (Pages 3rd)

Sec. -17 Implement a thorough review ol the workers* compensation system
and potential reforms through appointment ol a legislative lask
force. Require a task force report, including reform
recommendations, by December 1, 2(K)a. (P.iges 28 30)
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provides fcecurity as A|uirc{t J> AS 2.1.30.075. The failure of an employer lo file
evidence of compliance as required by AS 23.30.0S5 creates a rehuttahl| presumplion
that the employer has failed lo insure or provide security as retjuirecl by AS 23.30.075,
If an employer fails lo comply with a slop order issued under this section, the board
shall assess a civil penalty of $1.000 a |I'lds| day. The employer may not obtain a

public contract with the state or a political subdivision of the state for three years

following the violation oflhe slop order.

* Sec. 21. AS 23.30.0X0 is amended by adding new subsections lo read:

(e) Il a representative of the department investigates an employer's failure to
file the evidence of compliance required by \S 23.30.085 and, alter investigation.
there is substantial evidence that the employer failed lo insure or provide security as
rccluired by AS 23.30.075. the representative shall inform the employer. The
representative may request the director to issue a stop order prohibiting the use of
employee labor by the employer until the employer insures or provides security as
required by AS 23.30.075. 111J director may issue a >p order, without a hearing.
b.i-.cd on the representative's investigation. The director shall dissolve a stop order
issued under this subsection upon receipt of substantial evidence that the employer is
insured or has provided security as required by AS 23.30.075(a). If an employer fails
to complv with a '-lop order issued under this subsection, the division may petition the
board to assess a civil penally. Ihe boaid may assess a civil penal'y of SI .000 a day.
"u employer who i as-.es-.ed a penalty under this subsection may not obtain a public
contract wall the state or a political subdivision of the stale fir the three years
follow mg violation of the slop order.

1 If an employer tails to insure or piovide security as rtfTJtired by
AS 23.30.075. the division may petition the hoatd to a“ess a civil penalty of up to
s1/Kill I'm each employee l.*r cadi day tin employee b employed while the employer
tailed to iiisiiu or provide the .eeuity required by AS 23 30 075. the failure of an
empiover t> (Tie evidence of compliance as required by AS 23. <0,0X5 creates a
relnut.ible presumption that the c.op'over failed to insure Or provide .security as

lequiieJlu \s 23.10.(175.

(g9) It in employer fails to pay a civil penalty order issued under id), (e). or If)
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of iliis section wilhin seven days after llie dale of service of the order upon the
employer, llie direelor may declare the employer in default. Tlie director shall file a
certified copy of the penally order and declaration of default with the elerk of the
superior court. The court shall, upon the filing of the copy of the order anti
declaration, enter judgment for the amount declared in default if it is in accordance
with law. Anytime after a declaration of default, the attorney general shall, when
requested to do so by the director, take appropriate action to ensure collection of the
defaulted payment. Review of the judgment may be had as provided under the Alaska
Rules of Civil Procedure. Pinal proceedings to execute the judgment may be had by
writ of execution.
* Sec. 22. AS 23.10 is amended by adding a new section to read:

See. 23.30.0S2. Workers' compensation benefits guaranty fund, (a) The
workers' compensation benefits guaranty fund is established in the general fund to
carry out the purposes of this section. The fund is composed of civil penalty payments
made In employers under AS 23.30.(ISO. income earned on investment of the money
in the fund, monev deposited in the fund by the department, and appropriations to the
fund. Money appropriated to the fund does not laps®. \moimls in the fund may be
appropriated for claims against the fund, for expenses directly related to fund
operations and claims, and for legal expenses.

(b) livery three months, the Department of Revenue shall provide the division
with, a statement of the activities of. balances in. interest earned on. and interest
returned to the fund.

(c) Subject to the provisions ol this section, an employee employed by an
employer who fails jo meet the requirements of \s23.3n,()75 and who fails to pay
compen ..ition and benefit* due to the employee under this chapter, may lile a claim lor
payment by the fund. In order to be eligible far payment, the claim form must be ulul
within the s one time, and in the same manner, as a workers' compensation claim. |he
fund may assert the same delcnscx as an insured employer under this chapter.

(d) 1l the fund pays benefits to an empl wee under this section, the fund shall
be subrogated to all of llie right-, of the employee to the amount paid, anil the

employee ‘hall a-sign all right, title, and interest in lira: portion of the employee’s
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workers' compensation elaim ;incl any recover) under AS 23.30.015 lo the fund.

Money colleeled hy the division on the ekiim or recovery shall he deposited in the

fund.

(e) If the money deposited in the fund is insufficient at a given lime lo satisfy
a duly authorized claim against the fund, the fund shall, when sufficient moncw has
heen deposited in the fund and appropriated, satisfy unpaid claims in the order in

which the claims were uriginall} llled. without interest.

(f) The division may contract under AS 36.30 (State Procurement Code) with

a person for the person to adjust claims against the fund, The contractilia) cover one

or more claims.

(9) In this section, "fund" means the workers' compensation benefits guaranty

fund.

* Sec. 23. AS 23.30.005(c) is amended to read:

(c) A claim lor medical or surgical treatment, or treatment requiring
rwifllifling and multiple treatments of a similar nature is not valid and enforceable
against the emplojer unless, within 14 days following treatment, the physician or
health care provider giving the tieatment or the employee receiving it furnishes to the
cmpfAcr and the hoard notice of the injury and treatment, preferably on a lorm
prescribed b\ the hoard. The hoard shall, howe.er. excuse the failure to furnish notice
within N days when it finds u to be in the interest of justice to do so. and it may. upon
application 1\ a party in interest, make an award for the reasonable value of the
medical or surgical treatment so obtained by the employee. When a claim is made lor
a course of treatment teqiiiriug continuing and multiple treatments of a similar nature.
in addition to the notice, the physician or health care provider shall furnish a written
tieatment plan if the course of treatment will require more Uvqueni outpatient visits
than the standard treatment frequency lor the nature and degree of die injury and the
wpe of treatments. Ihe treatment plan shall he furnished to the employee and the
employer within |-I day* alter treatment begins. Ihe treatmeut plan must include
ohiccmes, modalities, frequcnco of treatments, and tea ms for the frequency of
treatments. If the treatment plan i; n*t furnished .is icquiied under this subsection.

neither the cmphwer nor the employee may he required if pay lor treatments that

-15- CsSIM.Mi(Il >
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compensation mid eerlnin disability benefits; relating to division ol workers'
compensation records; relating lo relense of Irenlmenl records; relating lo an employer's
foilnre to insure and keep insured or provide security; relating to workers'
compensation proceedings; providing for a maximum amount for the cost-of-living
adjustment for workers' compensation benefits; relating to attorney fees with respect to
workers' compensation: providing for the department to enter into contracts with
nonprofit organizations to provide information services and legal representation to
injured employees; providing for administrative penalties for employers uninsured or
without adequate security for workers' compensation; relating to fraudulent acts or
false or misleading statements in workers' compensation and penalties for the acts or
statements; providing for members of a limited liability company to lie included as an
employee for purposes of workers' compensation; establishing a workers' compensation
lienellts guaranty fund:making conforming amendments; providing fora study and

report by the medical services review committee; establishing the Task force on

Workers' Compensation; and providing for an effective date."
hi:h hnactf.i)hy tiii:i.KFfjisi.ATi'u®)!'tiimstatk oi Alaska:

* Section I. The unci Jilied law oftic State of M.iska i, amended (\v adding a new section
to read:
[.btilSI \ 1IVC INTF.KH It is the intent of the Icf Mature I\v sees. 2 - Aol this Act
(h to reform the workeis compensation sy ,iem in Alaska to ensure die
continued payment o f benefits in the erent ol an insurer insolvency; ami

(2] to reduce the overall cosis of workers' compcii .ition premiums to

employers.

* See. 2. AS 21 U'UI'M) is ametnled by adding new subsections to read;

Cssit lyii(.iiii)) 2 simi.toe
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f£e) In acklilion lo and separate Irum the deposit required under ib) of this

section, an insurer (hat is authorized to transact workers' compensation and employer's

liability insurance as defined in AS 21.12.070(a)(3) shall deposit in this state, through

the director, lor the protection of persons in this state covered by workers'

compensation insurance issued by the insurer, an amount not less than the greater of

(1) $100,000; or

(2) an amount equal to the sum of the following less any credit for

reinsurance that the insurer may tal;e under (0 of this section:

(A) the aggregate of the present value at four percent ntercsl of

the total determined and estimated future loss and loss expense payment upon

each claim incurred under a policy written in this slate more than three years

before the date of computation: and

(B) for each of the three years before the date of computation,

65 peicent of the earned premium for the year less each loss and loss expense

payment made upon a claim incurred in the corresponding year, except that the

amount lor any year may not he less than the present value at lout percent

interest of the total determined and estimated future loss and loss expense

payment upon each claim incurred under a policy written in this slate tint year.

(I'' In calculating the deposit amount required under (e)(2) of this section, an

insurer may take a credit for reinsurance if the reinsurer has deposited in trust in this

state, through the director, an amount at least equal to the credit to be taken, and not

less than the aggregate of all credits taken by each insurer under this subsection

* See. 3. AS 21.24.130 is amen 1

In adding a new subsection to read:

<f) If an insurer is Utmd to be insoluml by a proceeding under AS 21.78 or by

a court of competent jurisdiction in another state, the director shall take control of the

insurer's deposit made under AS 21.09.(i*>0(c). The deposit assets shall he rekased. at

the discretion of the director, to the Maska

Insurance Outranly \s iciation

(AS 21.8(1) to reimburse for a \nlid loss and loss ».\pensc claim payment made by the

association that is within the purpose of the deposit.

The director shall pay the

remaining deposit a* :Is to the reecivei, ennsei valor, rehahililator. or liquidal > ol'lhe

insurer, or to another properly designated olticial who succeeds to the management

Min I.MiC
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and control ol the insurer's assets, alter the director determines that all loss and loss
expense liabilities have been paid that were incurred on the insurer's policies written in
this stale Ibr which the deposit was required.

* See. 4. AS 21.3{). 155(a) is amended to read:

(&) The director may require insurers, except a reciprocal insurer formed [BY
AND INSURING ONILY A GROUP OF MUNICIPALITIES OR NONPROFIT
PUBLIC UTILITIES] under AS 21.75 |OR A RECIPROCAL INSURER FORMED
UNDER AS 21.75 TO PROVIDE MARINE INSURANCE], asa condition of writing
a line of insurance dealing with medical malpractice or workers' compensation, to
participate in an assigned risk pool if the director finds that mandatory carrier
participation is in the public interest.

* See. 5. AS 23.30 is amended In adding a new section to read:

See. 23.30.(101. Intent of the legislature and construction of chapter. It is

the intent of the legislature that

(1) this chapter be interpreted so as to ensure the quick, efficient, fair.,
and predictable delivery of indemnity and medical benefits to injured workers at a
reasonable cost to the employers who are subject to the provisions ol this chapter:

(2) workers' compensation cases shall be decided on their merits
except where ntheru ise provided In statute;

(3) tiiis chapter may not he construed by the courts in favor of a party;

(4) hearings in workers' compensation cases shall he impartial and fair
to all parties and that all parlies shall be afforded due process and an opportunity to be
h -ard and for their arguments and evidence to be fairly considered.

* See. (» AS ~..” OtfTWiJJi) is amended to read:

(& Ihe Alaska Workers' Compensation Board consists oi a southern panel of
three members sitting for the first judicial district, a northern panel of three members
liting Ibr the second and fourth judicial districts, four southcentral punch, of three
member.s each silting for the third judicial elis'ricl. ami one panel of three members
that m.o .-t in any tudicial district. Each panel must include the commissioner of
labor and worklorce development ora hcnriim officer desiunaleil to reniesent | 1LIE

ni MGNAIHD RI I'I'l SENITAITIVF OF| the commissioner. 1 rcpirdilative of

CjSH 1.'0(.lliin -4- M til 1311(2
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work stress shall he measured hy actual events; amenial injury is not considered lo
arise out of and in the course of employment il itresults Irom a disciplinary action.
work evaluation, joh transfer, layoff, demotion. termination, or similar action, taken in
eood faith hy the employer;
* See. -13. AS 23.30.395 is amended hy adding new paragraphs lo read;
(35) "attending physician" means one of the following designated I\v
the employee under AS 23.30.095(a) or (h):
(A) a licensed met ical doctor;
(B) a licensed doe:or of osteopathy:
(C) a licensed den.ist or denial surgeon;
(D) a licensed physician assistant acting under supervision of a
licensed medical doctor or doctor of osteopathy:
(i;) a licensed nurse practitioner acting under supervision of a
licensed medical doctor or doctor ol osteopathy; or
(I ) alicensed chir ipraclor;
(30) "commissioner" merits the commissioner of labor and workforce

development;

(37) "department" meats the Department of Lt.hor and Workforce

Developnirm:

(3X) "director" means the director of the division of workers'

compensation in thedepartment:

(39) "division' means the dhi-oon of workers' compensation in the

department.
4 See. 41. AN 37.05.140(c) is amen .led h\ ufl{ ini' a new paragraph to read:
(7X) workers' compensation benefits guaranty fund (AN 27.30 0X2).

*See. 45. AS 79.25.120(0(1-!) is amended lo read:
(14) the rehabilitation ulminivtrator of the dhision of workers'
comm nsntim[WORK | Ks't (tMI'TAVY | K>\ M(»ARI>|;
*See. 4fi. 3N 23 7n (iOs(f), 2? 30.09V). and 2.7A0.095(m) are repealed.

" See.4". |he uncodificd law ol llie Slate of Alaska is amended hy adding a new section to

read.

DSSIt 13111 1)) _ . *2s- ) Nittll.MIC
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| TASK FORCE ON WORKERS' COMPENSATION. (i) There is established in the
>  |egislative branch the Task Force on Workers' ( ompensalion to address the improvement of
J the Alaska workers'compensation system, including

4 (1) a review of workers' compensation and insurance reform measure*
5 throughout the United States and an assessment ol the effects bf those reforms:

6 (2) an analysis and assessment of proposals for workers' compensation and

7 workers' compensation liability insurance reform in Alaska;

K (3) areview of current Alaskan workers' compensation benefits and costs and
0 an assessment of needed changes;
If (4) areview of compliance with current Alaska workers' compensation laws;

" (5) a consideration of other issues determined to be relevant by members of

12 the task force.

|? fh) The task force established under (a) of the section shall consist of 11 voting
14 members. One member shall be a stale senator appointed by the president of the senate, one
15 member shall be a state representative appointed by the speaker of the house M
16 representatives, and one member shall be a member ol the minority in cither house jointly
17  selected by the president of the senate and the speaker of the house of representatives. | ighl
IS members shall be appointed jointly b> the president o the senate and speaker of the house of

1< representatives as follows:

201 (1) arepresentative ol the Alaska Snte Medical Association;

21 (2) an attorney who representi employees in workers' compensation cases;
(3) an attorney who represents employers in workers' compensation cases:

23 (4j a representative of the insurance industry that provides vvorke

24 compensation insurance,

25 (5) a representative from organized labor;

26 to) a person rcpreseiumg employees not represented by organized labor:

27 (7) a person representing small businesses; and

, K (S) a person repicsenting larger businesses.

26 (c) Ihe task force established ullet la) ol this section

50 (n may begin work immediately upon the appointment of its full voting

31 membership and shall meet at least three times telephonically or in person;

SHNL.MK 2. CSSlt .LMKJUUJ
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(2) sluill hold public hearings and may perform research related to itswork;

(3) may meet in the interim and vote telephonically:

(-1) shall report its written findings andgive a copy of proposed legislation and
other recommendations to the president of the senate and the speaker of the house ol
representatives before December |, 2005: and

(5) is terminated on February 1, 2006.

* See. 48. The uncodificd law of the State of Alaska is amended by adding a new section to

read:

APPLICABILITY. The amendment to AS 23.30.175(h, made In sec. 31 of this Act
applies to an injury occurring on or after the el fectivc date of sec. 310! this Act.

* See. 40. 1he uncodificd law oflhe State of Alaska is amended hy adding a new section to
tv.id:

TRANSITIONAL PROVISIONS. (a) Litigation, investigations, and other
proceedings pending under a law amended or repealed by this Act or in connection with
functions transferred bv this Act continue in ellect and may be continued and completed,
notwithstanding a transfer or amendment or repeal pan ided for in this Act.

(h) Certificates, decisions, and order* issued under authori'y of a lawamended or
repealed by this \ct remain in effect for the term issued, or until revoked, vacated, or
otherwise modified under the provisions if this Act. Contracts, rights, liabilities, and
oblieations created by or under a law amended or repealed by this Act and in effect on the dal
before the effective date of this section remain in effect, notwithstanding this Act's taking

effect.

* See. 5(1. The uncodificd law oflhe Stale ol'Alasku is amended by adding a new section lo
read:

TRANSI1IK>N: RI-bI'l.LA 1IONS. ITit Department of labor and Workforce
Development and the director of insurance in the Department of Commeicc. Community, and
| eonomic Development may proceed to adopt regulations necessary to impLment the
respcctive provision' foi winch each is responsible under this \ct. [Ihe regulations lake eliect
under AS 44.62 (Administrative Procedure Act), but no! before the effective date of the

statutory changes.

* See. 51. lhe uncodified law ol the Male of Maskn is amended by adding a new section IB

t ssit i.ui(.iti)) -do- shoi.me
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rciicl:

TRANSITION: MEDICAL SERVICES REVIEW COMMITTEE STUDY AND
REPORT. The medical services review committee appointed b\ the commissioner of labor
and workforce development under AS 23.30.095(j). as amended by sec. 21 of this Act, shall
proceed lo study medical and related benelits provided under AS 23.30 to determine Lhe
appropriateness, necessity, delivery, and cost ol the benelits and shall, before the end ol the
first week of the First Regular Session of the Twenty-Fifth Alaska Slate Legislature, provide
lo the legislature and the commissioner of labor and workforce development a report of the
results of the study.

* Sec. 52. Section 50 of this Act lakes effect immediately under AS 01.10.070(c).
* Sec. 53. Sections 1-4.31, and 51o0f this Act lake effect September 1, 2005.

* Sec. 54. Except as provided in secs. 52 and 53 o f'his Act, this Act takes effect August I,

2005.

Si(l.mic -31- CSSIlt 131(.11il >)
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Summary of CSSI1J 13()(.!IJD) Prepared fur Senate Finance Committee

Quicker and More Efficient Resolution of Disputed Benefits Claims

See. 41

Sec. 8

Sec. 8

See. 9

Sec. G

>1/10/211115

Legalize private attorneys’ receipt of a one-time consultation fee up
to 6300 to advise injured workers about benefits matters. (Page

27)

Allow the Department of Labor & Workforce Development to
contract with non-profit organizations to provide information and
legal assistance to injured workers unable to obtain private

counsel. (Page 5)

PcrmiL Workers’ Compensation Board to delegate authority to
Workers' Compensation Division Director by regulation. (Page 5)

Allow injured workers represented by Alaska-licensed attorneys lo
settle their claims without review by the Workers’ Compensation
Board. Focus Board review on settlements of workers who are
minors, incompetent, or unrepresented by counsel. (Pages 5-6)

Formally require use of hearing officers and Board adoption of
conflict of interest regulations. (Pages 4-5)
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chapter; (=) knowingly assists, abets, solicits, or conspires in making a false or
misleading submission affecting the payment, coverage, or other benefit under this
chapter; () knowingly misdassilles employees or engages in deceptive leasing
practices for the purpose of evading full payment ol'workers' compensation insurance
premiums; or (s« ) employs or contracts with a person or firm to coerce or encourage an
individual lo file a fraudulent compensation claim is civilly liable to a person
adversely affected by the conduct, is guilty of theft by deception as defined in
AS 11.46.1K0, and may be punished as provided by AS 1146.120 - 11.46.150.
* Sec, dll. AS 23.30.250(b) is repealed and reenacted to read:

(b) To the extent allowed by law, in a civil action under (a) of this section, an
award of damages by a court orjury may include compensatory damages, subject to
AS 00.17. Attorney fees may be awarded lo a prevailing party as allowed by law.

* See. 41. AS 23.30.260 is amended by adding a new subsection to read:

(b) Notwithstanding \S 23.30.145 and (a) of this section, approval of a fee is
not required if the Ice does not exceed $300 and is a onc-iimc-only charge to an
employee by an attorney licensed in this state who performed legal services with
respect to the employee's claim but did not enter an appearance.

* Sec. 42. AS 23.3U.3'*5(17) is amended to read:

(17) "injury" means accidental injury or death arising out of and in the
course of cmployi&cnt. and an occupational disease or infection that [W11ICIIl arises
nalurnllv nut of the employment or that [WHICHI naturally or unavoidably results
from an accidental injury; "injury" includes breakage or damage to eyeglasses, hearing
aids, dentures, or any prosthetic devices ihm |\W1NCI 11 function as part of the body
and furJpi includes an injury caused by the wilful act of a third person directed
against an employee because of the employment; "injury" does nut include
ati'jiavation. acceleration. or emnhinntiun with a nrccvistin» condition, unless the
employment is the major contribntim; cause of the disability or need for medical
irealmenl. and docs not include mental injury caused by mental stress, unless it is
established that | \]j the work .tress was extraordinary and unusual in comparison lo
pressures and tension;, experienced In individuals in i comparable mirk environment.

and (H) the work stress was the predominant cause of the mental injury: the amount of

-27- cssll LMI(II'D)
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industry. anti ;i representative of' labor. The hitler two memhers of each panel siuill he
appointed hy the governor and are subject lo confirmation by a majority of the
members of the legislature injoint session, The Imanl shall hv |etinlalion provide

procedures to avoid conflicts and the appearance of impropriety in hcarintzs.

* Sec. 7. AS 23.30.005(b) is amended to read:

(b) The commissioner shall act as chair [CHAIRMAN| and executive officer
of the board and chair [CHAIRMAN) of each panel. The commissioner nuiv
designate a representative to act for the commissioner as chair ami executive
officer of the hoard. The commissioner miiv designate hearing officers to serve as
chairs of panels for hearing claims [Il- THE COMMISSIONER DESIGNATES A
REPRESENTATIVE TO ACT FOR THE COMMISSIONER, THE
REPRESENTATIVE SHALL SERVE IN THAT CAPACITY ON THE BOARD

AND ON EACH PANEL).

* Sec. S. AS 23.30.005 is amended by adding new subsections to read:

(m) The department may. in its discretion, contract with a nonprofit
organization to provide information services and legal representation to employees in

proceedings under this chapter.

(ill *flic board may by regulation delegate authority It' the director to assist the

board in administering anJ enforcing this chaptei.

* See. 9. AS 23.30.012 is amended lo read:

See. 23.30.012. Agreements in regard lo claims, fa] At any time after
death, or after 30 days suhsecmenl to the dale of the injury, the employer and the
employee or the beneficiary nr beneficiaries, as the case may be. have the right to
reach an agreement in regard to a claim for injury or death under this chapter 11N
At CORDANCE WITH! Il AI'PI (CABLE S 11I-.DIJL E IN THIS Cj IAPTERJ. luil
a memorandum nf the agreement in a form prescribed In the dircctm [H()ARD]| shall
he filed with the division jBOARD]. Otherwise, the agreement is void lor any
purpose. Except as provided in (I>) nf this section, an agreement filed with the
division discharges the liability of the employer for the compensation,

not" ithstanding the prov isions nf AS 23.30.130. 23.30. KtO. and 23.311.245. and is

enforceable :is ;i compensation order.

o- CSSH LMI(.IHI))
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B> If (lie cl:>im:ml or liuiiullciiirv is no! icmesented liv ;m nlinriH'V
lic-fiised lo practice in lliis slate or (lie beneficiary is n minor nr incompetent. (lie
al’rccmenl shall lie reviewed hv a panel of the hoard. If approved hy the hoard, the
agreement is enforceable the same as an order or award of the hoard and discharges
the liability of the employer for the compensation notwithstanding the provisions of
AS 23.30.130, 23.30.1(»0, and 23.30.245. The agreement shall be approved hy the
hoard only when the terms conform to the provisions of this chapter, and, if it involves
or is likely to involve permanent disability, the hoard may require an impartial medical
examination and a hearing in order to determine whether or not to approve the
agreement. A [fill: BOARD MAY APPROVE] lump-sum settlement nmv he

improved [SETTLEMENTS] when it appears to he to the best interest of the

employee or beneficiary or beneficiaries.

* Sec. 10. AS 23.30.041(a) is amended to read:

(@ The director [BOARD] shall select and employ a reemployment benefits
administrator. The director |BOARD] may authorize the administrator to select and

employ additional staff. The administrator is in the partially exempt service under

AS 30.25.120.

* Sec. 11. AS 23.30.041(h) is amended to read:

'SSlI

(b) The administrator shall

(1) enforce regulations adopted hy the hoard to implement this section;

(=) recommend regulations lor adoption hy the hoard that establish
performance and reporting criteria lor rehabilitation specialists;

(s) enforce the quality and effectiveness of reemployment henelils
provided lbr under this rWJlicm;

(«) review on an annual basis the performance of rehabilitation
specialists to determine continued eligibility for delivery of rehabilitation services;

(5) stihim. to the department, on or before May | of each year, a report
of reemployment benelits provided under this section for the previous calendar year;
the report must imludc a general section, sections related to each rehabilitation

specialist employed under this section, and a statistical summary of all rehabilitation

cases, including

SHOLWIC'
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and control of the insurer's assets, after the director determines that all loss and loss
expense liabilities have been paid that were incurred on the insurer's policies written in
this state for which the deposit was required.

* Sec. 4. AS 21.39.155(a) is amended to read:

(&) The director may require insurers, except a reciprocal insurer formed [BY
AND INSURING ONLY A GROUP OP MUNICIPALITIES OR NONPROFIT
PUBLIC UTILITIES] under AS 21.75 [OR A RECIPROCAL INSURER FORMED
UNDER AS 21.75 TO PROVIDE MARINE INSURANCE], as a condition of writing
a line of insurance dealing with medical malpractice or workers' compensation, to
participate in an assigned risk pool if the director Buds that mandatory carrier
participation is in the public interest.

* Sec. 5. AS 23.30 is amended by adding a new section lo read:

Sec. 23.30,001. Intent of the legislature and construction of chapter. 1t is

the intent oflhe legislature that

(1) this chapter be interpreted so as lo ensure the quick, efficient, fair;
and predictable delivery of indemnity and medical benefits to injured workers at a
reasonable cost lo the employers who are subject lo the provisions of this chapter;

(=) workers' compensation cases shall be decided on their merits
except where otherwise provided by statute:

(s ) this chapter may not be construed by the courts in favor of a party;

(« ) hearings in workers' compensation cases shall be impartial and fair
to all parties and that all parties shall be afforded due process and an opportunity to be
heard and for their arguments and e\ idence to be fairly considered.

* See.s. AS 23.30.005(a) is amended lo read:

(@) The Alaska Workers' Compensation Board consists of a southern panel of
three members silting for the lirsl judicial district, a northern panel of three members
silling for the second and fourth judicial districts, lour southcentral panels rtf three
member each sitting for the third judicial district, and one panel of three members
that may sit in any judicial di.lricl. Each panel must include the commissioner of
labor and workforce development ora henrim; nl'lleer dcsienntcd to represent | MU-

DESIUNA fid) REPRESENTATIVE OF] the commissioner, a representative of

CSSB DOMED) 4 snouoc
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industry. ;nu! t representative of labor, The latter iwn members of each panel shall be
appointed by lIlie governor anil are subject to csinUrination hv a majorin of the
members of the IctjijJiturc in joinl session. The hoard shall hv rcL'ulatimi provide
procedures in avoid conflicts ami the appearance of impropriety in henriii'js.

* Sec. 7. AS 23.30.005(hi is amended lo read:

(b) The commtosionur shall acl as chair |[CIIAIRMAM] and executive officer
of the hoard and chair [CHAIRMAN! of each panel. The commissioner nmv
designate a representative lo act for the commissioner as chair and executive
officer nf the hoard. The commissioner nmv designate lieariiMj officers in serve as
chairs of panels for liearinu claims [lI-' TI IT, COMMISSIONER DESIGNATES A
REPRESENTATIVE TO ACT FOR TILS COMMISSIONER. THE
rii*ri sin;vnvn siiail serve in that capacity on the board
AND ON EACH PANEL ].

* Sec. X AS 23.30.005 is amended by addins; new subsections to read:

tm) The department may, in its discretion, contract with a nonprofit
oreani/ation to provide information services and legal representation lo employees in
p-oceedines under this chapter.

(n) Ilie hoard mas h\ regulation delegate auihnrily m the director to assist the
hoard in admiiflsterine and enforcing this chapter.

* Sec. 9. AS 23.3(.0i2 is amended to read;

Sec. 23.30.012. Agreements in regard in claims, fa] At any lime after
death, or after 30 days subsequent to the date of the injury, the employer and the
employee or the beneficiary or beneficiaries, as the case may he. have the riglu to
reach kin agreement in regard to a claim for injury or death under this chapter [IN
ACCORDANCE WITH Till AtTI I( \UILE SCIHEDI'l.E IN THIS CIIAPI'ER), hut
a memorandum of die aereemenl iu a lorm prescribed by the director [BOARD] shall
he liled wth the division [lo '\R1)|. Otherwise, the agreement is void for any
purpose. Except as provided in (Id of this section, an aciceincut filed willi the
division discharges llie liahililv of llic employer for die compensation,
imnx iihslainliiii! the provisions nf AS 23.3(1.130. 23.30.1MI. anil 23.3tl.2-I5. anil is

enlineeahle as a compensation order.

SIMILEIIC -5- CSSIt LUH.II'Dt
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Summary ol' CSS’B 13(I(,Ibl)) Prepared lor Sennit* Finnnee Committee

Fair Benefits at Reasonable Employer Cost

See. 31 Cap non-resident eompeiisation rales al those paid to Alaskan
residents. (Page 20)

See. 05 Coordinate payments ol workers' compensation benefits, and
disability benefits under a plan lo which an employer also
contributed, so combined benefits do not exceed the injured
worker's take home pay. (Pages 21-20)

See. 42 Incrementally reduce benefits eosLs bv redefining compensable
injuries. Where a work incident aggravates, accelerates, or
eombincs with a preexisting condition, the incident is not a
compensable "injury" unless it is "the major contributing cause" of
disability or need for medical treatment. (Pages 27-28)

See. 08 broaden and strengthen anti-fraud provisions enforced by the
board. (Pages 24-26)

See. 09 Improve criminal anti-fraud provisions to facilitate effective
prosecution. (Pages 26-27)

See.-10 Authorize the courts to award eompensalorv damages (but not
punitive damages) and attorney's lees for violations of fraud
provisions. (Page 27)

See. 07 Confirm that Limited Liability Company mi tubers need not have
workers’ eomp'-usation coverage but allow Company to add them
to its insurance policy if dcsiicd. (Pages 20 24)

Set-. 27 Sjieefl processing of medical bills bv requiring injury report to
include release of medical records Idi treatment ot the injurv.
(Page 19

See. 28 Maintain confidentiality ol worker's mediral and rehabilitation
records held by Division or board. (Page 19)

See. 29 ban Ihe Division from assembling or providing individual neonls
lor commercial purposes. (Pages 19*20)
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ri*!i\ icliial records for commercial purpostj’ Hiat arc onlsicic llie scope of tliis chapter.

* See. 311 AS 23.3d. 122 is repealed and reenacted k> read:
See, 23.3(1.122. Credibility oT witnesses. The hoard ha., the sole power to

determine the credibilits of testimony presented In a witness, When credibility is
disputed in a pmcccliiie helorc the hoard, the hoard:, determination of credibilits
must he suppnrted In specific (iiuiines.
* See. 31. \S 23.30.175(h) is amended to read:
(b) The Ibllowiijt; rules apply lo benefits payable to recipients not residing! in
the slate at [te lime compensation benefits arc payable:

(1) the weekly rate of compensation Thull be calculated In tmdliplyim 1
the recipient's week!} compensation rale calculated under AS 23.30.1HO. 23.30.1KS5,
23.3().10(.I. 23.30.200, or 23.30.215 |.J In the ratio of the cost of livinyl ofthe area in
which llie recipient resides |. the lost of !li\ inc.: in this state:

(2i the calculation rcuuired by i]) of'this subectiop does not appl; if
the recipient is a'nent from the stale tor medical or rehabilitation .erviccs not
reasonably asailable in the slate:

i3) if me ltro:s weekly earninus oflhe recipient and the reailtinc
| Impensstiin rate are determined tinder \s 23.30.220(a)(0). r”' or <10). the
c.dcttlalion tv.juired bj this subjection applies only to the ports . of the recipient’s
weekly compensation rale ailrihutahle to waees earned in the state:

(¢}) application oi this subsection may not reduce the weekly
compcnsati m rale ? less than J 54 a week, except as provided in (a) of this sectHn

<5>  atililie:itinn  o* Iti -(4) of this subsection max not result in
raisiii'j a recipientA unkh compensation rale in aii mnmml lliat exceeds the
wceklx einnneiisalinn rat mthat the recipient would ban nMciycd if the recipient
hail hern rcsiilm" in tin* stale

Sue. 32 \S 23.30.1 ¥5(") i~ amende | to re.id:

U) iiie department JItO tlsh) shall provide in reenlation lor the
Jetemim.iti <nat:J eon/urison of living erst', for this state and the other areas in which
recipients reside and for the [\\M \\ | iPleternwnation and comparison of these

jj aseven three Man
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‘e Sec. 33. AS 23.30)205(n is amended to read:

(c) The iBdliul injir> func! may not be bound a* to anv cinesiion ol liiyf or foci

In reason (T.m award oranadjudication to which if was not a party or in relation to
which thedirector | & >V\iMISSI( >Nl K| was not nolined at least three weeks before
tlK u.n-d tliudicaiion |.| that the fond might be subject to liahilitv Tjr the injury or
death.
" Sec. 34. AS 23.3C.205 is amended by adding a new subsection lo read:

(’laims for reimbursement may not be submitted to the fund after
September I. :0U\ 'l he fund shall continue to mal.c reimbursement payments on
claims accepted before July 1. 2000. or ordered by the board, until the fund's liabilities
for the claim are extinguished,

sec. 35. AS 23.30 is amended In adding a new section lo read'

Sec "3 30.224. Coordination of benefits, (a) notwithstanding olhet
provisions of this chapter, an employer’s |ahilit> lot payment ol week > compensation
under AS 25.30.1X0 or 23.50.1X 't" an Inployce eligible for adisability benefit under
AS 14 ™ Id*. V .1,.35.40n. or 31).35.410 maj not exceed the lcs«e: |

(1l the differeni.v between the disability bcnelit payable to the
empl wee under As 14.25.130. AS 30.35 400. or 30.35 410. converted to aweel ly
bask. and I<K> percent ft Ilv-' employee's spendable weekly wage as calculated under
\S 23.30.220; or

(w) pve maximum compensation rate calculated undet AS _0.00.175.

(h An employer's liability for payment of compensation under

23.30041lk) to an empiovcc eligible lor a d.sability benefit paxahle under
AS | 125.130. \s 30 35,100. or 3.5 110 mav not exceed the le .serol

(1) the difference between the Usability benefit payable to the
employee under \S | ,2*.150. A S 35 ton or 30 55 410. converted Ui awoe*|>
basis, and Xu pc&knt of the employee's spendable wea.ly wage &, calculated under
AS 25.30,220. or

i Its percent of die average v ceklv wage etdculated tinder

AS 237u.I7in|
Uf N twithstnding other pt/wsious of this Jiarter. the liability of an

Mini.mi . C.SSlLvIILIE DI
ni.mi
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employer for payment of compensation for an injury or lliness under |*S 23.30.1SO or
23.30.1X5 to im employee wvlio is covered hy a union or croup retirement system to
winch the employer makes contributions under :i collective harcaining nurccment or
by membership in a welfare or pension plan or trust may not exceed the lesser of

(1) the difference between 100 percent of the employee's spendable

« weekly watte and an amount equal to the disability benefit, disability pension, or
7 medical retirement benefit that the employee is eligible lo receive as a result nf the
K injury or illnc k as calculated on a weekly basis, under the retirement system or
S welfare or pension plan or tru.a; or

t2) the maximum compensation rate calculated under AS 23.31.1 7\

1 (d) [I'the union or croup retirement system, pension plan, or trust referred to in

12 te) of this section provides by its terms that its benefits are precluded or reduced if

13 benefits are awarded under this chapter, the limitation provided in tc)(i) of this section
14 is not applicable to die extent ot the amount precluded or reduced.

icj Notwithstanding other provisions of diis chapter, the liability of an

tilipkncr for payment of compensation for an injure or illness under AS 23.30.041(h)

to an ctnrl >yce who is covered by a union or croup retirement system to which the

IS cmplowr makes contributions under a collective bareaininit agreement or In

10 membership in a welfare o' pension plan or trust may not exceed the lesser of

20 rl) tlIf difference between SO percent nf the employee's spendable

Rl wcekK wane and an amount equal to the disability bene’it. disability pension, or
medical retirement benefit that the employee is eligible U eive as a result of tin*
injurs i illness, calculate!! on a weekly basis, under the retirement system or welfare

! or pension plan or trust: or

25 (2) 105 percent ol the averate weekly watte calculated under

2 ft AS 25.30.175(d)

—f (1) If the union ol |[Junp retirement system, pension plan, or trust referred to in

»S te) of this sectionpro\ itles by its terms that its benelits are precluded nr reduced if

, F benelits are awarded under :1m chapter, the limitation pr<\ hleJ in (e)t | ) of'this section

Vi r. MW applicable to Ihe extent nf the amount piecludcd ot reduced.

3 (it) If the emphj.ee receives a lump sum distribution m disability benefits.

i ssii i.mi.it in s|I130("
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ti.Mihility pension, or medical retirement benefits. 10 combined vvffrkc’Mi
compensation iiikl weekly disability or medical rcliicmeri hcncTit specified in this
section shall he calculated by assuming that the employee received weekly Usability
or met'. '’ s under the applicable plan from the date of eligibility
lor the disability benefit or medical retirement until the total o1'the weekly payments
equals the amount of the lump sum. exclusive of that portion of the lump sum
specifically set aside under the applicable plan for retraining expenses, medical and
transportation cxpcmscs. and attorney fees or other legal costs.
* See. 36. AS 2130.2-10 is amended to read:

Sec. 23.3CL.2-I0. Officers of corporations, municipal corporations and
nonprofit corporations anil members of limited liability companies as employees.
An executive officer elected or appointed and empowered in accordance with the
charier and bylaws of a corporation, other than an nflicial of a municipal corporation
or a charitable, religious, educational, or other nonprofit corporation, is an employee
of the corporation under this chapter. |lowever, an executive officer of a corporation
may waive coveraeo under this chapter, subject to the approval Qf the director
[ChMMISSI<>X).,K Of | MtoR AND WORKFORCE I)I \ |ILOI'MI'NT],
notwithstanding AS 23.30.245(b).  Notv. iihsianJing any other provision of this
chapter, an executive [tITicer of a municipal corporation or of a charitable, religious,
educational, or other nonprofit corporation may be brought within the coverage of its
insurance n wutract by the corporation In specifically including the officer ill the
contract of insurance. The election to bung an executive officer within the coverage
continues in force for the peri id the contract of insurance i; in effect. During tht.t
period, an executive officer brought Within he coverage of the insurance contract is an
employee oflhe corporation under this chapter.

" See. 3". AS 23.30.2-10 is amended by adding . new subsection n! read:

(hi T'\iept as provided in this mbsection. a member of a limited liability
towpany organized under AS 10.50 is mi an employee ol the company under this
chapter. Notvvith landing any other provision of this chapter, a limited liability
company may brim’ ;. .mher of the company within the a verage ui the company's

insurance contract by specifically inchiding the member in the contract ol'insurance.

-23- ( sxIt Miii.ll in
fow “sAf el frrtjlit, TIXT £1U3°1"1T1'1

xitlil.viil



10

11

IK
19
20
21
22
23
24
25

26

2S

20

31

¥ See.

* Sec

2'1-GS! | 12\

chapter; (=) knowingly nmsksfs. ;ihc(s. solicits, or conspires in milking a lalsc or
mislfcariing submission affecting the payment, coverage. or other benefit under this
chapter; (a) knowingly misclassilies employees or engages in deceptive leasing
practices fur the purpose of evading full payment of workers' compensation insurance
premiums; or (4) employs or contracts with a person or firm to coerce or encourage an
individual to file a fraudulent compensation claim is civilly liable lo a person
adversely affected by the conduct, is guilty of theft by deception as defined in
AS 11*16.1NQ and may be punished as provided by AS 11*16.120 - | 1.46.150.
40. AS 23.30.250(b) is repealed and reenacted to read:

(b) To the extent allowed by law, in a civil action under (a) of this section, an
(ward of damages by a court or jury may include compensatory damages, subject to
AS 09,17. Attorney fees may be awarded to a prevailing party as allowed by law.
. 41. AS 23.30.260 is amended by adding a new subsection to read:

(b) Notwithstanding AS 23.30.145 and (a) of this section, approval of a fee is
not Squired if the fee does not exceed S300 and is a one-time-only charge to an
employee by an attorney licensed i:i this state who performed legal sendees with

respect to the employee's claim but did not enter, an appearance.

mN>C 42, As 23.30.39>(! is amended to read:

(17) "injury-1 meads accidental injury or death arising out of and in the
course of employment, and an occupational disease or infection that [WIIICI I] arises
naturally out of the employment or ghat jW illf'llj naturally or unavoidably results
from an accidental injury; "injunl" include.-* break ige or damage to eyeglasses, heading
aids, dentures, or any prosthetic devices that jWIIH'M]| function as part of tine hody
and further includes an injury caused by the wilful act of a '.bird person directed
attain*t an employee because of the employment; "injury" does mu include
aeitravaliim. aeeeleratinn. nr enmhinalimi with a |nce\islin» condition, unless the
Ciunl\ NmMit is the major eniitribntiioj cause of the disability nr need for mcdienl
treatment, anil does not include mental miury caused by mental stress, unless it is
established that (\i the work stress was eurunidinary and immual in compaiisun m
pro*miivs ,md tensions' esperu need by individuals inacmp.u Ible work em irrnmeW,

and (I1) the work sir.. s u.ts the predominant cause Al the mental injury; the amount of

Mtni.tm I - ( ASH Ltiu.lt I»)
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work stress shall he mcasnrt..! hy actual events; a mental injury is not considered to
arise out of and in me course ol employment if it resultsfrom adisciplinary action.
work evaluation, iob transfer, layoff, demotion, termination,or similai action.Liken in
good faith In the employer;
* Sec. 43. AS 23.30.395 is amended hy adding new paragraphs lo read:
(ss) "attending physician"” means one of the following designated by
the employee under AS 23.30.005(a) or (b):
(A) alicensed medical doctor;
(ft) alicensed doctor of osteopathy:
(C) alicensed dentist or dental surgeon;
(1)) alicensed physician assistant acting under supervision of a
licensed medical doctor or doctor of osteopathy;
(E) a licensed nurse practitioner acting under supervision of a
licensed medico! doctor or doctor of osteopathy; or
(F) alicensed chiropractor:
(sb) "commissioner” means the commissioner of labor and worhibive

development;

(37) "department" means the Department of Labor and Workforce

Development:

(s K “"director" mean., the director of the division of workers’

compensation in thedepartment:

(s9) "division” means ihe division of workers’ compensation in the
department.
*Sec. 44. AS 37.05.14t>it | is amended by adding, a new paragraph to read:
(- K workers’ compensation benelits guaranty fund (AS 23.30.0S2).

*Sec. 45. AS 3>.25.12()(t)(!-!) is amended to read:

(].1) the rehabilitation administrator of the division of workers”
eoninensalioii | WORK I Ki? <m:dl sSj* IION 1l >AkD|.
*Sec. 4b. \s 2 130.005(1). 23..30,<i05(/), .md 23 3U.n'JS(m) arc repealed.

*Sec. 47.1 he uucodilicd law of the Mate of Alaska is amunicd Iw ftffilifl* a new section t<

read:

( sSII LMICITY) 0Ss- Sltd 1.MIC

»a -l.,. 11 di- .0 tttn.mz' ri.rr ; IK;:n /73



M-CiSI |12\l

1 The election lo brino llie member within 'lie company's coverage continues in loree
2 lor the period llie contract of insurance is in cfled. During that period, a member
> brotiHtl wilhin llie c.(>vcr:ific ol die insurance contract ii an cmploycl oflhe company

-l Milder llii* chapter.
5 * See. 38. A.S 23.30 is amended \v adding a new section lo read:

¢ See. 23.30.249. ITuudulciil aels and false or misleading statements. (a)

An employer,insurer, or other person may petition for ™M order to reimluir.se a

8 payment and the cost of compensation, medical treatment, or other benefit provided
9 under this chapter obtained by a fraudulent act or false or misleading statement or
1 representation. If the board, af'er a hearing as provided by AS 23.30.110, finds »y a
11 prep -nderanec of the evidence that a person has obtained a payment, compensation,
12 medical treatment, or another benefit provided under this chapter, or that a provider
13 hac received a payment, by a fraudulent act or hy knowingly making a false or
14 misleading statement or representation for the purpose of obtaining that benefit or

15 payment, the board shall orde: that person to make lull reimbursement ol the payment

lo ur cost of all benefits obtained. Upon entry of an order authorized under this

17 subjection, the board shall also older that person to pay all reasonable costs and

If; attorney fee*; incurred in obtaining an order under this seetion and in defending a
| handulciu claim made for benefit* under this chapter. It a person fail to comply with
20 an order -etuiiring reimbursement of payment or cost of benefits am: payment ofcusts

21 and attorney lees, tiic employer, insure* or other party may declare the person in
22 default and proceed to collect any sum due in the same manner as provided under
23 \SrOO.nuhiand (c).

24 (h) 1 seep! as provided in (c) (if this section, a person is not liable for cilil

25 d.itmmc. for tiling a report concerning a suspected, anticipated, or completed

20 fraudulent act or a false or misleading statement or representation with, or for

fiinii.” hiiii' other information, whether written or oral, concerning a suspected,

28 aiticf)Jai(id. or completed fraudulent act or false or misleading statement:, or

29 representation to

ifi ill law enforcement ofik sals or their agent*, and employees;

3| (=) the division of workers' compensation, the JTvisicu ol'insurance in
<wit I13m.it in -M- Mtm.Mir
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% Department of Ciimiiis i~k ("ommunilv. and Tconomic !>cvclopment. or ;m 'ipeney
in :uuxllicr stale dial regulates insurance or workers' ctnnpciis.'ilion;

S) an insurer or adjuster or its agents. employees, or designees, or the
risk manaeer ol a self-insured employer imdci this cliapu.1.

(tj The provisions ol' (hi of Iliii seclion do not preclude liability lor civil
damages as described in (h) ol'lhis seclion if ihe liability arose as a result of reckless,
wilful, or intentional misconduct.

(dI An insurer, an adjuster, or a risk manager of a self-insured employer thal
lias reason lo believe thal a fraudulent workers' compensation demand or claim has
been made against it shall send die director la report disclosing information that the
director mnv require. An insurer or an adjuster or its employee or agent or a risk
mana.-er of a sell-employed employer, or another person acting in good faith is not
civilly liable for damages resulting from the Tiling of the report or the furnishing of
information required by this section or by the diicetor.

le) 1he director may invesiicaie facts reported under this section and may
refer facts indicating a possible violation of law to the appropriate prosecutor or
aeency. If the director determines liiat there is credible evidence that a person
Obtained a pavment. compensation. int\.iical treatment, oi olivet ben”ilt pio\ ided undei
[lik chapter bv a fraudulent act or false or misleading statement or representation as
»iov ided in (al ol this lection. the dilector shall nolily ill elfcctcd employer, insui't.
and ad" ster upon eoiiclusioii ol the investigation. If he hnudulent ,ict n false
misleading statement or representation was perpetrated against the division, the
director mas file a petiiion as provided in AS 23.30.110 for an srlfcr of forfeiture
against the precluding, m whole or in part, the person from future payment,
compensation, medical treatment, orotlrr benefit provided under this chapter.

(;) I'he papers, reports, documents, and evidcikc received under this section or
in an iuvcstieation arisine Irom im iriuation ic.civc. m.dci this section . ¢ not subject
to public inspection h>r so long as the da'ector ci'ii iflcis conlideilliality to he in the
public uiieresi or reasonably necessary lo complete an investigation or protect ihe
person invesliralcd horn unwarrnnled injuiy. lipcis, i(,poils. docui iciits. and

evidence relative to an investigation under this section are confidential and not subject

Mill LUK .25. (vsll idlit.nn 1)1
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Id iSt(bpoena unless, :illcr notice to ihe direuor and a hearing. ;i court determines that

the director would nol lie unduly hindered by public inspection

(9) Il the material that the (ineelor seeks to ohtain is located outside the stale,
the material mat he made available to the director to examine at the place where the
material is located. The director may designate representatives, including officials of
the stale in which the material is located, to inspect the material on behalf of the
director. The director may respond lo a request from an official of another state for
similar material.

(It) In this section, "fraudulent act" includes

(1) to knowingly pretend injury or disability with intent to defraud or

ohtain a benefit under this chapter;

(2) to knowingly conceal, suppress, destroy, mmovc, or alter records

with intent to defraud or obtain a benefit under this chapter;

ip lo knowingly assist or prepare another person to submit a false or

misleading statement in support of aclaim lor benefits under this chapter with reckless

17

l«

20

21

disregard that the person is not entitled to benefits under this chapter:

(s ) to use force against a person, damage the property of a person, or

threaten a person with intent to improperly influence the opinion of a witness, a

physician, or other health, care provider;

(s) except as otherwise authorized under this chapter, to knowingly

confer. ('Her to confer, solicit, agree to accept, or accept property, services, or a

benefit

(A)

provider: r

(H)

to refer an employee to a physician or other health care

for providing medic.il treatment, services, medicines, or

supplies o an employee if the property, services, or beneth is in .idd;,ion to

payment by lie employer, in.filer, or adjuster allowed under this chapter.

* See. d'k AS 2.'.5tt.25(i(a) is amended to le; d:

@

\

person,

incindini: an employe, employer.

nliv.Mciai .

medical

nmv iili r. or Ilie rcpicsenlaliv k nf a iutshm who (i) knowingly makes a false or

misleading statement, representation, or submission related U u benefit under this

( SSIt 13IM.11 1))
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chnpicr; () knowingly assists, abets, solicits, or conspires in making a false or
misleading submission affecting the payment, coverage, or other benefit under this
chapter; (s) knowingly misclassilies employees or engages in deceptive leasing
practices for the purpose of evading full payment of workers' compensation insurance
premiums; or (« ) employs or contracts with a person or firm to coerce or encourage an
individual to file a fraudulent compensation claim is civilly liable to a person
adversely affected by the conduct, is guilty of theft hy deception as defined in

AS 11.46.1S0 and may be punished as provided by AS 11.46.120 - 11 .46.150.

* Sec. 40. AS 23.30.250(b) is repealed and reenacted lo read:

(b) To the extent allowed by law, in acivil action under (a) of this section, an
award of damages by a court or jury may include compensatory damages, subject to

AS 09.17. Attorney fees may be awarded to a prevailing party as allowed by law.

* See. 41. AS 23.30.260 is amended by adding a new subsection to read:

(b) Notwithstanding AS 23.30.145 and (a) of this section, approval of a lee is
not required if the fee does not exceed S300 and is a one-lime-only charge to an
employee by an attorney licensed in this state who performed legal services with

respect to the employee’'s claim but did not enter an appearance.

* See. 42. AS 23.30.395( 17; is amended to read:

(17) "injury" means accidental injury or death arising out of and in the
course of employment, and an occupational disease or infection that [\VI MCI 11 arises
naturally out oflhne employment or that [WHICH] naturally or unavoidably results
from an accidental injury: "injury" includes breakage or damage to eyeglasses, hearing
aids, dentures, or any prosthetic devices thai |\\ I1IC'l 11 function as part oflhe body
and fuither includes an injury caused by the wilful act of a third person directed
against an employee because of the employment; "injury" dues mn include
aiMji'avntinn. acceleration, or combination with a preexisting condition, unless llie
employment is the major eoiitrilnitiiig cause of llie disability or need for medical
treatment, and does not include mental injury caused hy mental Vifcss. unless it is
established that (A) the work slips was extraordinary and timi ual in comparison to
pressures and tensions experienced by individuals in a comparable worl environment,

and (I1) the work stress was the predominant cause of the mental injury, the amount of

siiiii.uk -27- CSSIf L.UI(.Iil))
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1 disability pension, or medical retirement benefits, (lie combined workers'
2 ex.npensation and weekly disability or medical retirement benefit specified in this
3 section shall be calculated by assuming that the employee received weekly disability
4 or medical retirement payments under the applicable plan from the date ol eligibility
5 for the disability benefit or medical retirement until the toi.d of the weekly payments
6 equals the amount of the lump sum, exclusive of that portion of the lump sum
7 specifically set aside under the applicable plan for retraining expenses, medical and

8 transportation expenses, and attorney fees or other legal costs.

* Sec. 36. AS 23.30.240 is amended lo read:

©

10 Sec. 23.30.240. Officers of corporations, municipal corporations and

Il nonprofit corporations and members of limited liability companies as employees.

12 An executive officer elected or appointed and empowered in accordance with the
13 charter and bylaw:; of a corporation, other than an official of a municipal corporation
14 or a charitable, religious, educational, or other nonprofit, corporation, is an employee
15 or the corporation under this chapter. However, an executive officer of a corporation
16 may waive coverage under this chapter, subject to the approval of the director
17 [COMMISSIONER OF LABOR AND WORKFORCE DEVELOPMENT],
18 notwithstanding AS 23.30.245(b).  Notwithstanding any other provision of this
19 chapter, an executive officer of a municipal corporation or of a charitable, religious.
2 (i educational, or other nonprolit corporation may be brought within the coverage of its
21 insurance contract by the corporation by spec*lically including the officer in the
12 contract of insurance. The election to bring an executive officer within the coverage
23 continues in force for the period the contract of insurance is in effect. During that
24 pcrii>ds an executive officer brought within the coverage of the iniflranee contract is an
2 S employee of the corporation under this chapter.

2> * Sec. 37. AS 23.30.240 is amended by adding a new Mibscction lo read:

27 ib) | xccpi as provided in this subsection, a member of a limited liability
28 company organized under AS [(>30 is not an employee of the company under Ibis
20 chapter. Notwithstanding any other provision of thi> chapter, a limited liability
-0 company may bring a member of the companv within the coveraee of the company's
31 insurance contract by specifically including the member in the eoniriet of insui.mee

SItILMK r ssit i3ti(.i(ii>)
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The election to bring the member within the company's coverage crmlifTuts in force
Ibr the period the contract of insurance is in effect. During that period, la member
brought within the coverage of the insurance contract is an employee of the company

under this chapter.

* Sec 38. AS 23,30 is amended by adding a new section to read:

Sec. 23.30.249. Fraudulent ads and false or misleading statements, (a)
An employer, insurer, or other person may petition for an order to reimburse a
payment and the cost of compensation, medical treatment, or other benefit provided
under this chapter obtained by a fraudulent act or false or misleading statement or
representation. If the board, after a hearing as provided by AS 23.30.110, finds by a
preponderance of the evidence that a person has obtained a payment, compensation,
medical tieatment. or another benclit provided under this chapter, or that a providei
has received a payment, by a fraudulent net or by knowingly making a false or
misleading statement or representation for the purpose of obtaining that benefit or
payment, the bottl'd shall order that person to make full reimbursement of the payment
or cost of all benelits obtained. Upon entry of an order authorized tinder this
subsection, the board shall afo order that person to pay all reasonable costs and
attorney fees incurred in obtaining an order under this section and in defending a
fraudulent claim made for benefits under this chapter. If a person fails to comply with
an order rctjuiring reimbursement of payment or cost of benefits and payment of cos's
and attorney lees, the employer, insurer, or other party may declare the person in

default and proceed lo collect any sum due in the same manner as provided under

\S 23.30.170(b) and tc).

(b) Lxcept as provided in (c) of this section, a person is not liable lor cilil

damages lor filing a report concerning a .suspected, anticipated, or completed
fraudulent act or a false or misleading statement or representation with, rn for
furnishing other information, whether written or oral, concerning suspected,
anticipated, or completed lisyguilcnt act or false or misleading .statements or
lepresentalion to

11) la\\ ci.louement officials or their agents and employees;

(2) the diusion of workers' compensation, the division of insurance in

( sslt 13it(li 1>) 24 SHOI30C:
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chapter within 31 days alter (lie employer received llie health care provider's
completed report :mtl an itemization of the date, destination, and transporiuLlfln
expenses tar each dale of travel for medical treatment. If the employer docs not plan
lo make or does not make payment o: reimbursement in full as required hy this
subsection, the employer shall notify in writing the employee and the empl wet's
health care provider that payment will not be timelymadeand the reason for the
nonpayment. The notification must he provided on <n beforethedale that payment is
due under this subsection or(d) of this section.

(" An employee may not be required topaya fee or charge for medical
treatment or service provided under this chapter

* See. 27. AS 23.30.100'b) is amended t mread:

(b) The notice must he 1 writing, contain the name and address of the
employee. [AND] a statement o |'the time, place, nature, and cause of the injury or
death, ami authority to release records of medical treatment for the injury or
death, and he signed by the employee oil by a person on behalf oflne employee, or. in
case of death, by a person claiming to be entitled lo compensation (or the death or hv a
person on behalf m that person.

" Sec. 2S. AS 23.30.107(h) is amended li tlacL

(h) Medical or rch ibilitation records in an employee's file maintained by the
division or held hv the board are not public records subject lo public inspection and

copying under \s 40.25. This subsection does not prohibit

(1) the reemployment bench's administrator, the division, the board,
or the depMmenl from releasing medical or rehabilitation records in an employee's
[JIP. without the employe':s consent, to a physician IrcWiding medical services under
AS 23.3>).0¢55{1.J or 23.30.1lobfl. a party to a claim filed by the employee, or a

governmental agency: or
(=) the quoting or discussing of medical or rehabilitation records
contained in an employee's Hie during a hcarinu on a claim lor compen ;atioi; | | or in
a decision and older oflhe hoaid.
* Sec. 2'> \s 23.30.107 i., .micndcd by adumg a new subsection to read:

fc)  Ihe division may not assemble, or provide information iv ncciing.

Milll. MK -T> CSSII ILM'LII'D)
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individual records for commercial purposes that arc outside the scope of this eliapier.
* Sec. 3(L AS 23.30.122 is repealed ant! reenacled lo read:

Sec. 23.3(1.*22. Credibility of witnesses. The hoard has the sole power to
determine the credibility of testimony presented by a witness. When credibility is
disputed in a proceeding before the board, the board's determination of credibility
must be supported by specific findings.

* Sec. 31. AS 23.30.175(b) is amended to read:

(b) The following rules apply lo benefits payable to recipients nut residing in
the state at the time compensation benefits are payable:

(1) the weekly rale of compensation shall be calculated by multiplying
the recipient's weekly compensation rale calculated under AS 23.30.1SO. 23.30.185,
23.30.100, 23.30.200. or 23.30.215 |,J by the ratio of the cost of living of the area in
which the recipient resides to the cost of living in this state:

(2) the calculation recjuired by (1) of this subsection does not apply if
the recipient is absent from the slate for medical or rehabilitation services not
reasonably available in the state:

(s) if the gross weekly earnings ol’ the recipient and the resulting
compensation ra.e are determined under AS 25.30,220(a)((>), (7), tv (10). the
calculation required by this subsection applies only to the portion of the recipient’s
weekly compensation rale attributable to wages earned in the state;

(4) application of this subsection may not reduce the weekly
compensation rate to less than *>154 a week, except as provided in (a) of this sectfain

(5) application of (1) - (4) ol this subsection mav not result in
raising a recipient's weekly compensation rate lo an amoiinl that exceeds the
weekly comi)L'nsntion rate that llic recipient would have received if the* recipient
had been rusidinu in the state.

* Sec. 32. AS 23.30.175(c) is amended to read:

(¢) The department |[HOAKD| shad provide by regulation for the

determination and comparison of living costs far this stale and the other areas .n which

recipients reside and for (he |JANNI-'AL| redeterminntion and :omparison of these

cost' everv three years.
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Summary ol'CSSH 130(JUI)) Prepared fur .Senate finance Committee

Improving Return-to-Work Benefits While Reducing Costs

See.

See.

Sec.

See.

See.

14

16

Require improved reporting of reemployment benefits, including
plan status and tracking of injured workers' employment status at
intervals following retraining plan completion, in order to provide
more accurate and detailed information about the functioning and
effectiveness of the reemployment benefits system. (Pages 6-7)

Reduce delays in determining reemployment benefits eligibility,
and resulting costs, by allowing workers and employers to stipulate
to eligibility. Further reduce delays by simplifying standards for
entitlement to evaluation. (Pages 7-8)

Encourage utilization of reemployment benefits, .and reduce costs,
by requiring worker to cither choose to begin the current retraining
process within 30 days of eligibility determination or choose to
accept new cash job dislocation benefits ($5,000-13,500) based
upon percentage or permanent partial impairment. (Page3 9-10)

Changes languageto confirm Board practice of awarding bencfilLs

under AS 23.30.041 (k) during "reemployment process" and to
clarify equal treatment of (pre-19SS amendments) "permanent
partial disability” and (post-1988 amendments) “permanent partial
impairment” benefits. (Page 10-11)

Require Reemployment Benefits Administrator in Workers’
Compensation Division to increase monitoring of potential conflicts
of interest by assigned vocational rehabilitation specialists and
reassign cases where conflicts are dcLected. (Pages 7-8)
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ilnIf lin- chLiim:uH or In-iic-firizirv is iifil rrniescntcil Im :iii nUmnev
1ift-nm(x in iniielice in 1liis sink" nr tin- hriicfieiary is a minor or im-nmpMctH. llie
i<j I-L-t-infill sli:in In- reviewed hv :i imnrl olthe hoard. If approved hy llie hoard, the
ajjpcincnl is uifofcahle the same as an order or awaul ol llie hoaid and diseliai As
the liability of llie employer for llie compensation iinlwilhslandinu the provisions ol
AS 23.30.130. 23.31). 160. and 23.30.2*15. The aurcemenl shall lie approved hy llie
hoard only when the terms conform to the provisions of this chapter, and, if it involves
or is lilrely to involve permanent disability, the hoard may require an impartial medical
e>:aminatic| and a hcarim*. in order to determine whether or not to approve the
agreement. A [Till: HOARD MAY APPROVE] lump-sum scltlemein mnv lie
annroved ISI.1I'l.I MIATS| when it appears lo he to the lies! interest of the
employee or beneficiary or henelieiaries.

* See. 10. AS 2?.30.0 11(a) is amended to read:

(@ flic director [HOARD] shall select and employ a reemployment benefits
administrator. Hie director [HOARDI may authorize the administrator to select and
employ additii ual staff. Hie administrator is in toe partially exempt service under
AS 36.25.120.
See. Il. ,'.s 23.30.(M I (hi a amended to rea I:
(h) ’flie administrator skill
(1) cnfon.c reyulations adopted by the hoard to implement this section;
12) recommend reyulations for adoption hy the hoard that establish
per.oimance and reportme criteria for lehahilitution specialists:
(s) enforce the quality and effectiveness of reemployment benefits
prov ided for under this section:
(1) review on an aiiuial basis the performance of rehabilitation
specialists 10 determine continued itQjibiTity for delivery of rehabilitation services:
(5) submit to the department, on or before May | of each year, a report
o f reemployment benelits provided mulct this section s the previous calendar year;
the upoil must include a uenernl lection, section: related lo each rehabilitation

specialist employed under this section, and a si iIMieal summary of all teh l'ulitaiion

eases, ||Wh|d|ng

CSsiltl.VIiB.il D| -6 SItOI.Vir
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(A) the cslinsited and actual cost QI' each active rcluihilinnion

(Lt) ihe eslimafcgj and actual lime ol each rehabilitation plan:
(C) a slain: report on all individuals letiiicslini;. wniviii'j.
hoL'itmin". completing. or terminating a reemployment henelils program

including

(i) reasons Tor denial, waiver, suspension, or
(ii) dales of completion and |A| return to work: and
(iii)  oilier iiifoniinlion rconiml hv the direelnr
IDATEft
(D) the cost of reemployment benefits:
(F) stains reports of all individuals who successfully
cnnmletcd a reemployment plan llial includes
(i) the plan's occupational mini and
individual obtained work alter comiiletion in the planned or
another occiination: and
fiit the individual's employment stains si> months,
one vear. anti two vears aTier reemnlovmenl plan comnlelion:

(s) maintain a list of rehabilitation specialists who meet the
(-|Lialiticuiinns established under litis section;

() promote awareness among physicians, adjusters, injured workers,
employers, employees, attorneys, training providers, and rehabilitation specialists of
the reemployment program established in this sulssection.

* Sec, 12. \S 23.a(J.('41(c) is repealed and reenacted to read:

(U An employee and an employer may stipulate to tin employee's eligibility
lor rcciiipk yment benclts at any time. If an employee sutlers a compensable injury
and. as aresult of the injury, the employee is totally unable, lor -lo consecutive days,
to re urn W the employee's employment at the time of injury, the administrator shall
notify the employee iVtlic employ ee’s rights under tlii:. section within 14 days after the

11th day. li the employee is totally unable to return lo the employee's employment lor

ML tIK\ *T* C.SKH L.MI(.1Ult)
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6(1 consecutive days as a M ull of die injury, the employee or employer may request an
eligibility evaluation. 'l he administrator may approve the request if the employee's

injury may permanently preclude the employee's return to the employee’s occupation

at the lime of lhe injury. If the employee is totally unable to return to the employee's
employment at the time of the injury for >0 consecutive days its a result of the injury,
the administrator shall, without a request, order an eligibility evaluation unless a
stipulation of eligibility was submitted. Il the administrator approves a request or
orders an evaluation, the administrator shall. on a rotating and geographic basis, select
a rehabilitation specialist from the list maintained under (b)(s ) of Lhis section to
perform die eligibility evaluation. If the person that employs a rehabilitation specialist
selected by the administrator to perform an eligibility evaluation under this subsection
is performing any other work on the same workers' compensation claim involving the

injured employee, the administratorshall select a different rehabilitation specialist.

* Sec. 13. AS 23.30.041(lj is amended to read:

M An employee is not eligible for reemployment benfill's if

(1) the employer oilers employment within the employee’s predicted
posi-iniury phy'sical capacities at a wage equivalent to at least the slate minimum wage
under AS 23.10.065 or 75 percent of the worker's gross hourly war sat Lite time of
injury, whichever is greater, and the employment prepares the employee to be
employable in otherjobs that exist in the labor market:

() the employee previously declined the development of a
recmnlovment benefits plan under (it) of this section, received a job dislocation
benefit innler (n)(2) nf this section, and returned to work in the same or similar
iicenii:iiiini iii terms of physical demands minircd of the employee at the time of
the previous injury;

m the employee has been previously rehabilitated in a foimer
worker's compensation claim and returned la work in the »imc or similar occupation
in terms of physical demands required of the employee at the time of the previous
injury, or

(4 |(3)] at the lime of medical .tabiliwy no permanent impairment is

identified or expected.
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* Sec. N. AS 23.30.(M hgi i' amended lo read:

(g) Wiithin 30 jls| days alter the employee receives ihe administrator's
notification ol eligibility for benelits. an employee [\VI It) I)LSIRMS TO 1'SL TI ILiSli
ZNT.I 11S| shall give written notice under oath, on a Hum provided [>v tlu-
division. to the administrator and the employer of die employee's election to
either use the reemployment benefits or to accent a job dislocation benefit under
(2) of this subsection. The following annlv to an election tinder this subsection:

(1) an employee who electsto use the reemployment benelits also
shall notify the cinninNer of the employee's selection ofa rehabilitation specialist who
shall provide a complete reemployment benefits plan: failtire |. 1 AILURL]| to give
notice of selection of a rehabilitation specialist required by this narn’jrnnli
[SUNSIiiICTIONJ constitutes noneooperation under (n) of this section: if [. ||| the
employer disagrees with the employe's choice of rehabilitation specialist to develop
the plan and the disagreement cannot be resolsed. then the administrator shall assign a
rehabilitation specialist: the |. Till | employer and empltt\%.' each have one right of
refusal of arehabilitation spec ialist:.

12) an employee who electsto accept a job dislocation benefit in
place ofreemnlovmeiit benefits and who has been given a permanent partial
impairment inline: lo a physician shall lie paid

(A) SrbOlll) if the employee's permanent partial impairment
ratill” is greater than zero and less than 15 percent:

iltl SK1H) if the employee's permaneiil partial impairment
ratiii» is 13 percent or "rentermu less than 3(1 percent: or

tO SI33)11 if lhe employee's permanent partial
impairment ratitit! is 30 percent or t'renter:

(3> the form provided b\ lhe division lor election must spccilV that
the emplnvee understands ihe scope of the benelits and rights being waived hv
the election: the administrator shall serve a copv of the executed election form on
Ihe parlies within Id dnvs alter receiving lhe form from the employee: the
election and waiver of inichoseii benefits is effective upon service to the parlies: a

whnicer and election effecti\c under this subsection discharges the employer's

Mloi.Vir CSSIS 13(I(.11 [>)
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liiihililv fur llit* benefits or ri»Ins under tliis section lliiil were mil elected: i
waiver niiiv u()l lie modified under AS 23.311.130: llicx administrator m;iv not
accept mi election In accept + juli dislocation benefit liv :m employee lio has util

siuiiffl a form 11> conspicuously notes (In* benefit bcitiL. waived,

¥ Sec. 15. AS 23.30.0-11 (j) is amended lo rc:icl:

(i) The employee, rcimhiliunion specialist, and jT I11’j employer sliall sign the
reemployment benefits plan. If the employer and employee fail lo agree on a
reemploym ait plan, either parly may snhinii a reemploymenl plan for approval to the
administrator. Tlu* [; Tl IF| administrator shall approve or deny a plan within 14 days
after the plan is snhmiited. Wiiliin [; WITHIN)  10days alter [OF] lhe decision,
either pari;, may seel; review of the decision by requesting a hearing under
AS 23.30.1 lit. The |: TIII;| hoard shall uphold thedecision of the administrator
unless evidence is submitted supporting an allegation of abuse of discretion on ihe part

of the administrator. The |: I11I*] board shall render a decision within 30 days after

completion of ills hearing.

" See. 16. AS 23.30.041(k) is amended lo read:

(1) iienefits rel tied to the reemployment plan mtiy not e>;tet:d past two years
from dale of plat appro* ui or acceptance, whichever dale occurs first, al which lime
the benelits expire. If an employee reaches medical stability before completion of the
plan, temporary total disability benefits shall cease. and permanenl impairment
benefits shall then be paid at 'he employee's temporary total disability rate. If the
employee's permanent impairment bench's are exhausted . :forc the completion or
lermir lion of die a employment pmcc- |I'L\\'|, the employer shall provide
compensation equal lo 7(1 percent of the employee's spendable weekly wages, but not
to exceed ID? percent of the a\crage weekly wage, until the completion or termination
of the process jiii.AN |. c.XLept that any compensation paid under this subsection is
reduced In wages earned by the employee while participating in the process 11 AN'|
to the extent that the wage** earned, when combined with the compensation paid under
this subsection, exceed the employee's temporary total disability rale. If permanent
partial div.bilily or permanent partial impairment benelits have been pail in a lump

sum hcloro the employee requested or was lomul eligible for reemployment benefits.
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payment of benefits under tliis suhseelion is suspended until permanent partial
disability or iicrm ain iit tmrlial iinpiiirnicnl benefits would have ceased, bad tbose
benelits been paid at llie employee's temporary total disability rate, notwithstanding
the provisions of AS 2jfM.f&S(j)- A Permanent impairment benelit remaining unpaid
upon the completion or termination of tbe plan shall he paid lo the employee in a
single lump sum. An employee may not be considered permanently totally disabled so
lung as the employee is involved in the rehabilitation process under this chapter. The
fees of tbe rehabilitation specialist or rehabilitation professional shall be paid by the
employer and may not be included in detei mining tbe cost of the tecmploymeiii plan.
* See. 17. AS 23.30.0-11(n) is amended to read:
tn) Alter the employee has elected to participate in reemployment benefits, if
llie employer belietes the employee has not eoopeiated, the employ'd may' teiminate
reemployment benefits on the dr. r o1 noncoopeiatiun. Noncoopeiation means
(1) unreasonable failure to
(A) keep appointments;
(I?) maintain passing grades;
(O attend designated programs:
HJ) maintain contact with the iciiuhilitation specialist;
(H) c’lopcraic with the rehabilitation specialist in dc\eloping a
reemployment plan and participa’ing in activities relating lo reempioy ability on
a full-time bads:

d;) comply with the employee's responsibilities outlined in the

reeiuplovment plan: or

((m) pattkipale in any planned reemployment activity as
determined In the administrator: or
(=) tailure to civ: written totiec to the employer ol the employee's
clioicL of rehabilitation specialists within 0O (15| days attei receiving notii:
eligibility lor benelits from the administrator as required In (g) -fthis section.
* See. IS. \> 2d.3h.01 lip) is amended to read,;
(p. When the luiit.d 'nates Department of | uboi publishes a new edition,

revision, or rep* ii.etiii.nt lor the ~elected C.haiactcristics id Occuputii is D linetl in

Mtindur Al C'SSH|.MI(I]i|l)
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(A) the estimated and actual cost of each active rehabilitation
plan;
(13) the estimated and actual time of each rehabilitation plan;

() a status report on all individuals rLMncstinti. waivinn.
NC»imiin», con. .leting* or terminating a reemployment benefits program

including

fi) reasons for denial, waiver, suspension, or
tenninalion;
(ii) dales of completion and [AJ return lo work: and
(iii)  oilier information minimi bv the director
IDATB|;
(D) the cost of reemployment benelits;
(Is) status reports of all ini.ividnals who successfully
cnmnleletl a rccinnhivment plan that includes
til  llic nlan's occiinnlitmnl goal and whether the

individual obtained work after completion in the planned or

number occupation: and
(ii) the individual's employment status si\ months,

one year, and two years after reemployment nlan comnletion:

(s )maintain a list of rehabilitation specialists who meet the
tinalilinations established under this section;

(=) promote awareness among physicians, adjusters, injured workers,
employers, employees, attorneys, training providers, and rehabilitation specialists of
the reemployment program established in this subsection.

* See. 12. AS 2v30.04 !(c) is repealed and reenacted to read:
(c) An employee and an employer may stipulate to the employee’s eligibility

for reemployment benelits al am time. If an employee suffers a compensable injury
and, as a result of die injury, the employee is totally unable, fffr 45 consecutive days,
to return to the employee's employment at the lime of ininry, the administrator shall
notify the employee uTlhcl employee's lights under Ihi.4 section \\i hin 14 days after the

45th day. If the employee ii totally unable to return to the employee's employment for

Sim L.M)( -7-
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60 consecutive days as a result of the injury, the employee or employer may request an
eligibility evaluation. The administrator may approve the request if the employee's
injun may permanently preclude the employee's return to the employee's occupation
at the lime of ihe injury. If the employee is totally unable to return lo the employee's
employment at the lime of the injury for oo consecutive days as a result of the injury,
the administrator shall, without a request, order an eligibility evaluation unless a
stipulation of eligibility was submitted. If the administrator approves a request or
orders an evaluation, the administrator shall, on a rotating and geographic basis, select
a rehabilitation specialist from the list maintained under (b)(s) of this section to
perform the eligibility evaluation. If the person that employs a rehabilitation specialist
selected by the administrator to perform an eligibility evaluation under this subsection
is performing any other work on the same workers' compensation claim involving the

injured employee, the administrator shall select a different rehabilitation specialist.

* Sec. 13. AS 23.30.041(f) is amended to read:

() An employee is not eligible for reemployment benefits if

(1) the employer offers employment within the employee's predicted
post-injury physical capacities at a wage equivalent to al least the state minimum wage
under AS 23.10.065 or 75 percent of the worker's gross hourly wages at the time of
injury, whichever is greater, and the employment prepares the employee lo be
employable in other jobs that exist in the labor market:

(2) the employee previously declined llic development of a
reemployment benefits nhm under (») of this section, received a job dislocation
benefit under (tt)(z) of this section, and returned to work in the same or similar
occupation in terms of physical demands minimi of the employee at the time of
the previous injury;

(s) the employee has been previously rehabilitated in a former
worker's compensation claim and returned to work in the same or similar occupation

in terms of physical demands required of the employee at the time of the previous

injury: or

LI) [(z)] al the lime of medical stability, no permanent impairment is

identified or expected.
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Summary of CSSB 130(.lIl.LH» Prepared For Senate Finance Committee

Maintaining Medical Benefits While Reducing Costs

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

See.

Sec.

26

24

51

26

23

25

25

25

Reduce health care costs incrernenLally by resetting the current
maximum reimbursement rates for health care services at flic
maximum level applied lo bills for services rendered in 2004. (By
using Lhe Alaska Workers' Compensation Board Medical Fee
Schedule in effect on December 15. 200.3.) (Page 17)

Maintain those maximum rates pending a reporL of an appointed
medical review committee's comprehensive examination of the
workers' compensation health care delivery system. (Page 16)

The committee must reporL to the Commissioner of Labor &
Workforce Development, and die Legislature, no later than the first
week of the 25thlegislative session. (Pages 30-31)

Continue to protect workers by providing that they may not be
required to pay any fee or charge for health care services provided
under the Act. (Page 19)

Reduce health care costs incrementally by restricting compensable
palliative care to that which an attending physician certifies is
required to 1) enable the injured worker to continue time-of-injury
employment or 2) participate in an agreed or approved
reemployment plan. This limitation does not apply Lo treatments a
physician certifies are needed for chronic, debilitating pain. (Pages

15-16)

Seek to promote injured workers’ safe and efficient return to health
and Junction by presuming their injuries require the treatments
described in the national, peer-reviewed Occupational Medicine
PracLice Guidelines of Lhe American College of Occupational and
Environmental Medicine. Presumption may be rebutted by injured
worker’s physician's written certification of the treatment at
variance with the guidelines and the basis of Lhe physician’s
conclusion that varying treatment was reasonably required by the
nature of the injury or process of recovery. (Page 16-17)

Require Board to adopt other guidelines for injuries not covered by
the ACOEM Guidelines. Presumption application and means of
rebuttal of those standards same as those for ACOEM Guidelines.
(Pages 16-17)

Take advantage of generic drug cost savings by requiring their use
unless a name brand is medically necessary. (Page 16)

I'lvpaivil hy Ihil Alii»;k;i Dgumncnl ol l.:ihoi it WorLlonTi: IW clopilffll
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Summary of CSSIli 130(JUD) Prepared for Senate Finance Committee

See. 25

See. 26

See. 43

hvpnivil I') dm iVbnRk Ucp.ulmeni ol 1.l u & Wortl'our 'Vvdopmrni

Take advantage of potential cost reductions by requiring the
Department Of Labor & Workforce Development to adopt a
preferred drug lisL like that developed by the Department of HcalLh
& Social Sendees. (The Department of Labor & Workforce
Development must also set procedures for establishing need to

depart from list.) (Page 16)
Remove roadblocks Lo potential cost savings by allowing employers

to develop preferred provider lists and negotiate fee rales. Workers
are not required, and must be informed, that they can choose

physicians not on the list. (Pages 17-18)

Defines health care providers qualified to be “attending
physicians." (Page 2S)
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American College of ()ccupaiicinaland Environmental Medicine's Occupational
Medicine Practice Guidelines shall be presumed correct on the issue of the nature,
extent, and scope of medical treatment or services. For an injury not covered by the
American College of Occupationaland Environmental Medicine's Occupational
Medicine Pine*ice Guidelines, the treatment or service shall he in accordance with
standards based on other scientific evidence-based medical treatment guidelines
generally recognized by the national medical community and adopted by the board by
regulation, and those standards shall also be presumed correct on the issue of Lhc
nature, extent, and scope of medical treatment or services. Treatment may not be
denied based on American College of Occupational and Environmental Medicine's
Occupational Medicine Practice Guidelines if the treatment for the injury is not
specifically addressed by the American College of Occupational and Environmental
Medicine's Occupational Medicine Practice Guidelines.
(p) The presumptions established under (o) of this section may be rebutted bv
an employee's physician's written certification explaining
(1) the nature, extent, and scope of provided medical treatment or
service that is at variance with the applicable guidelines or standards; and
(2) the basis for the physician's conclusion that the provided medical

treatment or service at variance was reasonably required by the nature of the injury or

process of recovery.

* Sec. 26. AS 23.30 is amended by adding a new section to article 2 lo read;

See. 23.30.097. Fees for medical treatment and services: payment of bills.
(@ All lees and other charges for medical treatment or service are subject to
regulation by the board consistent with this section. A fee or other charge for medical

treatment or service may not exceed the lesser of

(1) the usual, customary, and reasonable fees for the treatment or
service in the community in which it is rendered, not to exceed the lees in the lee

schedule ..pecilioJ by the board in its published bulletin in effect on December 15,

2003; or

(2 the payment mad: by the employer as negotiated by the provider

and the employer under (e) of this seclion.

SHOI30C -r- CSSIt 130(.)uly)
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I exceed the Irecluency standard. The board shall adopt regulations establishing

1 standards lor frctliiericy ol' trcatni” Not%%'ilhsi;intling (a) of this section. ;i claim
3 lor nnlliativr eare or liealmem nrovided alter the employee's conditions
4 medically stable is not valid and cnl'orccnhlc a»ninsl the ciniilover unless (lie
5 employee's allendini! physician certifies that the nallialive care or treatment is
6 reonired to etialde the emnlovce to continue in the employee's employment at tlie
7 lime ol treatment or to enable (lie employee to continue to [larticinalo in an
N at;reed noon or approved reemployment ohm. Palliative care or treatment is also
0 subiecl to the reoniremcnts of this subsection if the palliative care or treatment
[0 involves conlinniim and multiple treatments of a similar nature. Limitations

I described in this subsection do not apply if Ib mphysician certilies that the
12 treatment is needed to treat chronic debilitatini; pain.

13 * Sec. 24. AS 23.30.0°5(j)ISamenJed to read:

14 (j) The commissioner shall [BOARD MAY) appoint a medical services
15 review committee, or contract with an existing organization in the stale or another
& state, to assist and alJvixe the department and the hoard in mailers involving the
17 appropriateness, necessity, and cost of medical and related services provided under
I X litis chapter.
1J r Sec. 25. AS 23.30.005 is amended hy adding new subsectionsto read:
20 tm \ generic drug product must he used when dispensing a drug product to an
21 employee under this chapter unless the attending physician provides justification in
22 writing explaining the medical necessity for the name-brand drug product. The
23 department. In regulation, shall establish a preferred drug list anJ a procedure for
24 estahlishiim medical necessity to depart from the list and lo use a name-brand drug
25 product. In this subsection, "generic drug product" has the meaning gi\cn theterm
2 (i "ecjtiivalcn' dm" product" in (IN.X0.4NO.
27 (o) I or purposes ol tins chapter, the medical treatment or service that the
2N nature tjf the injury or the process of reco\ cry requires under (a) of this .section means
2t treatment or sen ice that is u itwrn the recommended guidelines set out in the American
10 College of Occupational and Ififvn®mental Medicine's Occupational Medicine
31 Practice CiiqUelineS in effect at the time the treatment or service is provided. The
cssit i.ui(.iui)) 16 Slid LMIC

7. I'/fW-wifn- 1 flw.imu." V'4»:rr UKAIi I<IT! ]



10
11

12

14

16
17

19
20

22

23
24
25
26
27
2S
29

39

24-GSl | 12\F

(2 )shall hold public hearings and may perform research related to its work:

(s) may meet in the interim and vole iclephonically;

(‘) shall report its written findings and give a copy of proposed legislation and
other recommendations lo the president of the senate and the speaker of the house of
representatives before December |, 2005; and

(5) is terminated on February 1, 2006.

* Sec. 48. The uncodificd law of the Slate of Alaska is amended by adding a new section to
read:

APPLICARILITY. The amendment to AS 23.30.175(b) made by sec. 31 or this Act
applies to an injury occurring on or after the effective date ol sec. 3 1of this Act.

* Sec. 49. The uncodified law ofthe State of Alaska is amended by adding a new section to
read:

TRANSITIONAL PROVISIONS, (@) Litigation, investigations, and other
proceedings pendiim under a law amended or repealed by this Act or in connection with
functions transferred by this Act continue in effect and nay be continued and completed,
notw ithstanding a transfer or amendment or repeal provided lor in this Act.

(b) Certificates, decisions, and orders issued under authority of a law amended or
repealed by this Act remain in effect for the term issued, or until revoked, vacated, or
otherwise modified under the provisions ol this Ad. Contraeis, right.., liabilities, and
obligations created by or under a law amended or repealed by this Act and in cfleet on the day
before the eifcclive dale of this section remain in effect, notwithstanding this Act's taking

effect.

* See. 59. the untodified law ofthe State of Alaska is amended by adding a new section lo
read:

TRANSITION: R! (ILLATIONS. Ihe Department of Labor and Workforce
Development and the director of insurance in the Department of Commerce. Community, and
[-conomie Development may proceed to adopt regulations necessary lo implement the
respective provisions for which each is responsible under this Act. The regulations take effect

under AS 14.62 (Administrative Procedure Act), but not before the effective dale of the

statutory changes.

* See. 51. The uncodificd law of the State of Alaska is amended In adding a new sectionlo

CSSIt LMIL.H'T>) 311- NItO1.MIC
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read;
TRANSITION; MEDICAL SERVICES REVIEW COMMITTEE STUDY AND

REPORT. The medical services review committee appointed by the commissioner of labor
and workforce development under AS 23.30.095lj), as amended by set. 21 ol this Act, shall
proceed to study medical and related benefits provided under AS 23.30 to determine the
appropriateness, necessity, delivery, and cost ol the benefits and shall, before the end ol the
first week of the First Regular Session oflhc Twenty-Fifth Alaska Slate Legislature, provide
to the legislature and the commissio ter of labor and workforce development a report of the
results of the study.

* Sec. 52. Section 50 of this Act takes effect immediately under AS 01.10.070(c).

* See. 53. Sections 1- 4, 31. and 51 of this Act take effect September I. 2005.

* Sec. 54. Except as provided in secs. 52 and 53 ol this Act, this Act takes ellecl August I.

2005.

-31- CSSH 130(4111))
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chapter within 30 clays alter the employer received the health care provider's
completed report and an itemization of the dale, destination, and transportation
expenses lor each dale of travel Ibr medical treatment. If the employer does not plan
to make or does not make payment or reimbursement in full as required hy this
subsection, the employer shall notify in writing the employee and the employee's
health care provider that payment will not be timely made and the reason for the
nonpayment. The notification must be provided on or before the date that payment is
due under this subsection or (d) of this section.

() An employee may not be required to pay a fee or charge for medical

treatment or service provided under this chapter.

* Sec. 27. AS 23.30.100(b) is amended to read:

(b) The notice must be in writing, contain the name and address of the
employee, [AND] a statement of the time, place, nature, and cause of the injury or
death, and authority to release records of medical treatment for the injury or
death, and be signed by the employee or by a person on behalf ofthe employee, or, in

case of death, by a person claiming to be entitled to compensation for the death or by a

person on behalf of that person.

* See. 28. AS 23.30.107(b) is amended to read:

(b) Medical or rehabilitation records in an employee's file maintained by the
division or held bv the board are not public records subject to public inspection and

copying under AS 40.25. This subsection does not prohibit

(1) the reemployment benefits administrator, the division, the board,
or the department from releasing medical or rehabilitation records in an employee's
file, without the employee’s consent, to a physician providing medical services under
AS 23,3ti.075(k) fir 23.30.110(g), a parly to a claim filed by the employee, or a

governmental agency; or

(=) the quoting or discussing of medical or rehabilitation records
contained in an employee's llic during a hearing on a claim for compensation |.J or in

a decision and order ofthe board.

* See. 20. AS 23.30.107 is amended by adding a new subsection lo read:

(c) fhe division may not assemble, or provide information rejecting,

SIHINOC -19- C.-8SI 1.3(1(.mt>)
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workers' compensation claim and any recovery under AS 23.30.015 lo the fund.
Money collected by the division on the claim or recovery shall he deposited in the
fund.

(e) If the money deposited in the fund is insufficient at a given lime to satisfy
a duly authorized claimagainst the fund, the fundshall, when sufficientmoney has
been deposited in the fund and appropriated, satisfy unpaid claims in the order in
which the claims were originally filed, without interest.

(f) The division may contract under AS 36.30 (State Procurement Code) with
a person for theperson to adjust claims against thefund.The contract may coverone
or more claims,

(9) In this section, "fund" means the workers' compensation benefits guaranty
fund.

Sec. 23. AS 23.30.095(c) is amended to read:

(c) A claim for medical or surgical treatment, or treatment requiring
continuing and multiple treatments of a similar nature is not valid and enforcea' le
against the employer unless, within 14 days following treatment, the physician or
health care provider giving the treatment or the .mplovee receiving it furnishes to the
employer and the hoard notice of the injury and treatment, preferably on a form
prescribed by the board. The board shall, however, excuse the failure lo furnish notice
within 14 days when it finds it to be in the interest ofjustice to do so, and it may, upon
application by a party in interest, make an award for the reasonable value of the
medical or surgical treatment so obtained by the employee. When a claim is made for
a course of treatment requiring continuing and multiple treatments of a similar nature,
in addition to the notice, the physician or health care provider shall furnish a written
treatment plan if the course of treatment will require more frequent outpatient visits
than the standard treatment frequency for the nature and degree of the injury and the
type of treatments flic treatment plan shall he furnished lo the employee and the
employer within 14 clays alter treatment begins. The treatment plan must include
objectives, modalities, frequency of treatments, and reasons for the frequency of
treatments. If the treatment plan is not furnished as required under this subsection,

neither the employer nor the employee may be required lo pay for treatments that

SBOI3IK’ -15- CSSIt 13(1( 1t 1))
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exceed llie frequency standard. The hoard shall adopi regulations establishing
standards lor frequency of treatment. Notwithstanding (a) of this section, a claim
for palliative care or treatment provided alter the employee's conditions
medically stable is not valid and cnldrcenhlc against the employer unless the
employee's atlcntlinii nlivsieian certifies that the palliative care nr treatment is
rediiired In enable the employee In continue in the employee's employment at the
time of treatment or to enable the employee to continue to participate in an
agreed upon or approved reemployment plan. Palliative care or treatment is also
subject to the requirements of this subsection if (lie palliative care or treatment
involves etuizinuinu and multiple treatments ol' a similar nature. Limitations
described in this subsection do not applv if the physician certifies that the

treatment is needed lo treat chronic debilitating pain.

? Sec. 24. AS 23.30.095(j) is amended to read:

() The commissioner shall [HOARD MAY] appoint a medical services
review committee, or contract with an existing organization in the state or another
state, to assist and advise the department and the board in matters involving the

appropriateness, necessity, and cc ' medical and related services provided under

this chapter.

* See. 25. \S 23.30.095 is amended hy adding new subsection* to read:

(n) A generic drug product must he u*cd when dispensinga drug product to an
employee under this chapter unless the attending physician provides justification in
writing explaining the medical necessity lor the name-brand drug product. Ihe
department. Iv regulation, shall establish a preferred drug list and a procedure for
establishing medical necessity to depart from the list and to use a name-brand drug
product. In this subsection, "generic drug product" has the meaning given the term
"equivalent drug product” in AS 98.50.4811

(o) 1or purposes of this chapter, the medieal featmenl or service that the
nature of the injury or the process of recoven require . under (a) nf this section means
treatment or service that is within the recommended guidelines set out in the American
College of Occupational and I|-nvimnmenlal Medicine™* Occupational Medicine

Practice Guideline* in effect at the lime the treatment i ervice is provided. The

-WH- SMO01J0C
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American College of Occupational and Environmental Medicine's Occupational
Medicine Practice Guidelines shall he presumed correct on the issue of the nature,
extent, and scope of medical treatment or services, for an injury not covered hy the
American College of Occupational and Environmental Medicine's Occupational
Medicine Practice Guidelines, the treatment or service shall he in accordance with
standards based on other scientific, evidence-based medical treatment guidelines
generally recognized by the national medical community and adopted by the board by
regulation, and those standards shall also be presumed correct on the issue of the
nature, extent, and scope of medical treatment or services. Treatment may not be
denied based on American College of Occupational and Environmental Medicine's
Occupational Medicine Practice Guidelines if the treatment for the injury is not
specifically addressed by the American College of Occupational and Environmental
Medicine's Occupational Medicine Practice Guidelines.
(p) The presumptions established under (o) of this section may be rebutted by

an employee’s physician's written certification explaining

(1) the nature, extent, and scope of provided medical treatment or
.service that is at variance with the applicable guidelines or standards; and

(= ) the basis for the physician's conclusion that the provided medical

treatment or service at variance was reasonably required by the nature ofthe injury or

process of recovery.

* See. 26. AS 23.30 is amended by adding a new section to article 2 to read:

See. 23.3(U))7. Fees for medical treatment and services; payment of bills.
(@) All fees and other charges for medical treatment or service are subject to
rt-".ulalion by the board consistent with this section. A fee or other charge for medical

treatment or service may not exceed the lesser o1

(1) the usual, customary, and reasonable lees Ibr the treatment or
service in the cummuniic in which it is rendered, not to exceed the fees in the fee
schedule specified bv the hoard in its published bulletin in effect on December 15.
20H.3; o-

(= )the payment made by the employer as negotiated by the provider

and the employer undei (c) of this section.

MO LItk -17- CSSlt 13(1(,1111>)
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exceed the fruc]iiciic> sl;uicl:tn.l. The hoard shall adopt rct-u[minus cM;ibWhbriiiuJ
standards forlieqiiency ol treatment. Notuillisl;iimlini_* (a) «!" this section. a claim
I'ur Jiallitilivt* cart* nr treatment provided alter the employee's nmtlili<ms
nifilicnll\' stable is ikil valid and enforceable n'jainsl the employer unless the
employee's :ilicudiiij; nhvsicinii certifies that the palliative fait- nr treatment s
rcniiircd In enable tin- employee Id fim Iimif in Ilit* employee's employment :il the
time- nl' treatmen 1 or In enable (lie employee 1Id continue Id participate in ;m

attrccd iiixtii or approved reemployment [thin. Palliative care nr 1lrealmen 1lis also

snbjeel Id the renniremems tif tliis subsection il' the palliative cartlor treatment
involves unitiniiin" and multiple trc-:ithnu-nts (if a similar nature. 1.iiiiil:nirms
described in this subsection do not apply il' the physician certifies th:il the
treatment is needed lo treat chronic ilchililniiii'j pain.

* Sec. 24. AS 23.30.00sij) is amended to read:

(j 1he commissioiicr shall jiW>\RI) \I\> | appoint a medical services
review committee, or contract with an existin'l oryani/ation in the state or another
state, to assist and advise the donnrimciit and the hoard in matters involving the

appropriateness, necess’iiy. and cost o! medical .and related services provided under

ih:s chapter.

See. 25. AS E3..3().0#| is .amended In addiny new snhsectior . read;

(ssl;

in) A L'eneric Jrny product must he used when dispensing a druo product t i an
empi.nee tinder this chapter unless the attendinu pfc/sician provides justitlcaiion in
writiny explaining the medical neces'dtv lot tlie namc-hrand dun.: product. The
department, by repii ition, fhall establUi a prelerred ilrirt list anda procedure for
establi .hiiip. medical iiece-sity to depart 'tom the li.t and to u-e a name*hra:nl drue
product. In this subsection. "yencric druy product” has the meaning nvtn the term
"ctluivale!i’ druy pr t.fue™ ii' \S 0K.K0.4XO

(o] lor purpose of this chapter, themedical treatment or servue that the
nature Ml the iujutel or the po tess of icioverv u.|iiires under 'tt) ol this section means
treatment oi sen ice that o wilhii; the recommended guidelines set out in the \mrrL.m
i llei'e ™ ('ccup.iioiial and environmental Medicine's t 'cet.patimial Mcluine

I'racli.e luiuleline.. in efleet .it the time the treatment or mice is punided. Ilie

i.uii.n in wit- MIllt.M K
i Lttty 11A/ u-* )
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\mcric:iti College of »tccupational iiiul F.iiviroiiniental RWffiwiic's C)ccup;:ttmial
Mcdicite I'r.iLticc Guidelines sli:ill > presumefl enrrccl on the issue of lhe nature.
extent. and scope of medical ircalmcui or services. |or an injurs not covered hy lhe
American i allege ol Oceiipational and h'mironmental Medicine s Occupational
Medicine Practice Guidelines, the treatment or service shall lie in accordance with
standards based on olhct scientific, evidence-based medical treatment guidelines
Generally recognized In the national medical community and adapted hy the board by
regulation, and those standards shall also be presumed correct on the issue of the
nature, extent, and scope of medical treatment or services, freatnrent may not be
denied based on American ColLee of Occupational and knvironmen'.al Medicine's
Occupational Medicine Practice Guidelines if the treatment for the injury is not
specifically addressed In the American College rd'Occupational and environmental
Medicine's Occupational Medicme Practice Guidelines.
(7™ lhe presumptions established under lo) of this section may be rebutted hy
an employee's physician's written certification explaining
(]) the nature, extent, and scope of provided medical treatment or
service that is at variance with the applicable guidelines or standards: and
id) llie hards lor the physician's eonelusi H that the provided medical
treatment or seruce at variance na- reasonably required by the naturi of the injury or
process of reco\ "ry.
See. 21). AS 2?.3d ii amended by adding a new section to article 2 to read:
Sec. 23.311.09®. | ees- lor medical treatment and services: payment of hills.
(4 All lees and other charge* ! 'r medical treatment or service are subject to
regulation by the h <ard coin istent u itb this seclion. A leeor other charge lor medical
treatment or service may not exceed the les crm
t]) the usual, customary, and reasonable lees for the .‘eaime|t or
crv<te in the community in v.In.h it is rendered, not to exceed the fees in the fee
seheduld specified by llie litoird in its published bulletin in effect on December 15.
21IH3: or
12) the paylmenl made In the employer as negotiated In tlie provider

and llie employer under ft* ol this se.tion.
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fb) Aii employer, or oroup of employers. may establish ;i list of preferred
physicians and treatment service providers to provide medical, surgical, and other
Attendance nr treatment services to the employers employees under this chapter:

however.

(1) the employee's right to chose the employees attending physician
under AS 23.30.0135(ai is not impaired;

(= ) when given lo 'lie employee, the employer's preferred physician list
must clearly slate that the list is voluntary, that the employee's choice is not restricted
to the list, that the employee's rights tinder this chapter are not impaired hy choosing
an attending physician from the list, and that, if the employee chooses an attending
physician from liic list, the employee may. in the manner provided in AS 23.30.005,
make on. change of attending physician, from the list orolherwi.se: and

(s ) establishment of a list of preferred physicians does not affect the
employers choice of physician for an employer medical examination under
\S 23.3(U)N5.

ic) \n employer or group of employers may negotiate with physicians and
other treatment service provider under this chapter to obtain reduced fee:, anti service
chap'es and Ally take the lee' and charges into account when forming a list of
preferred physician., and providers. In no erent may tin employer or group of
employers attempt to influence the treatment, medical decisions, or permanent
impairment ratings by physicians in the course of the negotiations regarding a
preferred physician and pro\ ider fee list.

id) An employer shall pay an employee’s bills lor medical treatment under this
chap’er, cxdndmu prescription charges or transportation for medical treatment, within
m: day after the date that the employer receives the provider's bill or a completed
m:ji Tl as rcijtincd by AS 23.30 u(,5u ). winches er is later.

(e) | miless the employer controverts a charge- an employer shall reimbur-c .m
employee's prescription charges under this chapter within 30 days alter the employer
received the health care providet's completed report and an itemization ol the
prescription charges for the employee. | ale.-.s the employer controvert, a charge, an

emplover shall reimburse transportation expenses for medic.il treatment under this

I >s|t I MI!It HI ol>*m SIHII.Mir
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work stress shall he measured hy actual events; a mental injury is not considered lo
arise out ol and in the course nf employment il il result!? lium a disciplinaiy aciiou.
work evaluation. |oh transfer, layoff, demotion, tcrmmaiion, or similar action, taken in
good faith In the employer;
* See. 43. AS 23.30.305 is amended by adding new paragraphs to read:
(ss) "attending physician" means one of the following designated by
the employee under AS 23.30.005(a) or (ft):
(A) alicensed medical doctor;
(V) alicensed doctor of osteopathy;
((") alicensed denial or denial surgeon;
(D) alicensed physician assistant acting under supervision of a
licenced medical doctor or doctor of osteopathy;
(C) a licensed nurse practitioner acting under supervision of a
licensed medical doctor or Joetor of osteopathy: or
(f*f a licensed chiropractor:
Id | "commissioner" means the commissioner of labor and workforce

development:

(s7) "departmcnl" means the Department of ! abor and 'Aoil force

Development;

(s R) "direetor" means the director of the division pf workers'

compensation in the dep.irlment;

(so) "division" means the division of workers' compensation in the
department.
* Sec. 44.\S .37.05.14o0n) is amended in adding a new paragraph to read:
(7S) workers' compensation benefits guaranty fund (AS 23.30.0X2).
" See.45. AS 3'k25.120(c)! | I) is amended to read:
(1i) the rehabilitation administrator ol the division of workersi1
eonmeiisation [v j >Klsl K<’ ((>M1'l NSA'l H>N UMAKnN;j:
* Sue. 46. AS 23.30.00 (]j. 23.3(i.0"5(/). and 23.36 O05uni arc repealed

* Sec. 4”. |heimeodified law of the "talc of Alatrka k>ament efl by nJuing, a new section to

read:

CSSIt 1JIIMI 1) *:s! SIMIIL.MtC
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SENATE COMMITTEE REPORT
DATE: 4/1/05 FURTHER: (*RnancT)

DATE TURNED i
IN TO OFFICE: 7 & 0%

Judiciary Committee considered SENATE BILL NO. 130
SB 130 WORKERS' COMPENSATION

'An Act relating to a special deposit lor workers' compensation and employers' liability insurers, relating to assigned risk pools, rplating to workers' compensalion insurers,
slating llie intent ol llie legislature, ar.d setting out limitations, concerning the interpretation, construction, and implementation ol workers' compcmsajpn laws, relating to llie
Alaska Workers' Compensalion Board; assigning certain Alaska Workers' Compensalion Board functions lo the division ol workers' compensation in the Department ol
Labor and Workforce Development and to that department, and authorizing the board to delegate administrative and enlorceni>'nt duties to the div.siun. establishing a
Workers' Compensation Appeals Commission, providing lor workers' compensation hearing ollicers m workers’ compensation proceedings, relating to walkers'
compensation medical benelits and lo charges lor and payment ol lees lor the medical benelils; relating lo agreements that discharge workers' compensation liab.My.
relating lo workers' compensation awaids, relating to reemployment benefits and job dislocation benel is, relating to coordination ol woikers' compensation and certain
disabil.ty Lenefits, relating to division ol workers' compensation records, relating to reiojse ol treatment records; relating to an employer's failure to insure and keep insured
or provide security; providing for appeals troth cornpcnsat'On orders, relating to woikers compensation proceedings, providing tor supreme court |uribdict:on ct appeals troin
the Workers' Compensation Appeals Commission, providing lor a maximum amount lor the cost-nl living adjustment (or workers' compensation benelits, relating to attorney
lees, providing lor the department lo enter into contracts with nonprolit organizations to pruvide mtorination services and legal representation to injured employees,
providing lor administrative penalties lor employers uninsured or without adequate security lor workers' compensation, relating to fraudulent acts or false nr misleading
statements in workers' compensation and penulhes lor the acts or statements, provid.ng lor members ot a limited liability company to be included as an employee lor
purposes ol workers' compensation, establishing a workers' compensation beneMs guaranty lurid, relating to the second injury lurid, making conlonning amendments,
prov.ding lor a study and report by the medical strvices review committee, and providing lor an ellective djle )

and recommends: CS Senate Bill:
[ ]*"Same Title

[J\ be replaced with [uf New Title

[ ] adopt previous ( ) SCS House Bill:

[ ] Same Title

[ ] attached amendment(s) [ j Technical Title

. Change
[ ] adopt Letter of Intent by Committee [ ] New Tille w/
[ ] further referral to Committee SCR it__
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

[ 1] APPROPRIATION - no liscal note
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DATE: 3/3/05 FURTHER: (Finance
Date of 5-Day Notice: DATE TURNED /o,
(in accordance with Uniform Rule 23) IN TO OFFICE: v/(0Y

Labor and Commerce Committee considered SENATE BILL NO. 130

SB 130 WORKERS' COMPENSATION

‘An Acl relating lo a special deposit lor workers' compensation and employers' liability Insurers, relating to assigned risk pools; relating lo workers' compensation insuie s,
stating the intent ol the legislature, and setting out limitations, concerning the interpretation, construction, and implementation ol workeis' compensation laws, relating to | ie
AlaH. « Workers' Compensation Board, ass.gning certain Alaska Workers' Compensation Board functions to Ihe division ol workers' compensation in Ilhe Department ot
LaL and Worklorce Development and to that department, arid authorizing Ihe board to delegate administrative and enforcement duties to trie division, establishing a
Workers' Compensation Appeals Commission; providing lor workers' compensation hearing otlicers in workers' compensation proceedings, relating to wo'ke s'
compensation medical benelits and to charges lor and payment ot lees lor the mtoical benelits, relating to agreements that discharge workers' compensation liabm'y,
relating to workers' compensation awards; relating to reemployment benelits and |ob dis'ocation benelits. relating to coordination ol workers' compensation and certain
disability benelits; relating to division ol workers' compensation records, relating to release ot treatment records; relating lo an employer's failure lo insure and keep insured
or provide security, providing lor appeals Irom compensation orders, relating lo worker .' compensation proceedings, providing lor supreme court jurisdiction ol appeals from
ihe Workers' Compensation Appeals Commission, providing lor a manimum amount lor lhe cost-ol-livmg adjustment lor workers compensation benelits, relating to attcrm y
lees, providing lor lhe department to enter into contracts with nonprofit organizations to provide information services and legal representation to injured employers,
providing lor administrative penalties lor employers uninsured or without adequate security lor workers' compensation, relatmq to fraudulent acts or lalse or misleading
statements in workers' compensation and penalties (or the arts or statements, providing or members cl a limited | ability company lo be included as an employee ijr
purposes ol workers' compensation, establishing a workers' compensation benefits guaranty lund. relating lo the second injury land, makmg conforming amendrren.i,

provid.ng lor a study and report by the medical services review committee; and providing lor an effective dale
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State of Alaska

O ffice of the Governor

Juneau

March 3, 2005

The Honorable Ben Stevens
President of the Senate
Alaska State Legislature
State Capitol, Room 111
Juneau, AK 99801-1182

Dear President Stevens:

Under the authority of article 111, section 18, of the Alaska Constitution, |
am transmitting a bill related to the workers’compensation system. This bill
proposes discrete improvements to the current system. The goal of these
changes is to increase the efficiency and flexibility”” of the current system, and
significantly reduce some of its costs, in order to ensure that benefits will
continue to be available in substantially the same form they are today without

stifling employment opportunities.

The Legislature has consistently striven to have our workers’
compensation system quickly and efficiently deliver fair and predictable
benefits to injured workers at a reasonable cost to their employers. Despite
those efforts, the current system has not kept pace with the pressures caused
by 8 growing, ever-changing workforce and rising medical costs. In response to
complaints regarding delays in resolution of claims and the increasing costs of
maintaining the* current svstem, the encloscvl bill proposes improvements to

several areas.

A significant change proposed in this bill is the creation of a workers’
compensation appeals commission. Currently, appeals from Alaska Workers’
Compensation Board decisions are heard on a rotating basis by individual
superior court judges. The bill proposes to have appeals beard bv a five-
meraber commission. TIliis commission, like the board itself, would consist of
both lay members representing workers and employers as well as a chair with
legal training and workers’ compensation experience. Appeals would lie heard
by a panel both knowledgeable in workers’compensation matters and available
to produce consistent, legally precedential decisions in an expeditious manner.
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The bill also places increased responsibly for oversight of the system in
the hands of the workers’ compensation division. The bill would increase the
division’s ability to investigate fraudulent claims, pursue employers w'ho fail to
provide coverage for their employees, and oversee medical costs. Under the
current system the division must refer suspected fraudulent claims to other
state agencies for investigation. Under this bill, the division w'ould be able to
investigate fraudulent claims on its own. The hill w'ould also allow' the division
to investigate and quickly close dow'n employers w'ho attempt to operate
wdthout workers’ compensation coverage. The board is then empowered to
assess fines for failing to insure and the bill creates a fund o receive those
fines and use them to pay benefits to injured w'orkers w'hosc employers failed to

insure.

In addition, the bill gives the division additional authority to address
medical costs that are now' approaching 60 percent of every' w'orkers’
compensation benefit dollar paid in Alaska. Under this bill, the Commissioner
of the Department of Labor and Workforce Development is authorized to
empanel a medical sendees committee. The committee will review the medical
benefit delivery system including current charges, as well as the causes for the
sharp rise in charges and possible solutions, and make recommendations for
appropriate improvements. The committee is charged with reporting its
findings and recommendations by March 1, 2007; sufficien time for a
thorough study of the costs and appropriateness of the delivery system.

To address the immediate impacts of the recent premium increases and
rising direct costs to self-insured businesses, the bill 'rolls oack™ maximum
payments to those under the medical fee schedule in effect on December 15,
1999. The bill also authorizes the division to develop a preferred drug list and
establishes a statutory preference lor generic drugs unless a worker s physician
specifies a name brand drug for medical reasons.

The division is assisted in this endeavor by input from employers,
insurers, providers, and the use of national, peer-review'rd medical treatment
guidelines. Under the current bill, employers, insurers, and providers may
agree to charges for sendees in advance. Workers w'ould be under no
obligation to select a physician from this preferred provider list but the rates
for these providers’ sendees w'ould be established by contract with the insurer

or employer.
The hill also provides the division withlguidance in overseeing the

efficacy of the medical benefits svstem. The bill Would adopt the American
College of Occupational and Environmental Medicine’s Oct npational Medicine
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Practice Guidelines as a benchmark for medical treatment. The Guidelines
provide for quality care while promoting some standardization of medical
services. However, if a condition is not addressed by the Guidelines or the
worker’s physician recommends alternative treatment, the physician has the
opportunity to provide medical justification for treatment outside the

Guidelines.

In addition, the bill provides workers and employers greater flexibility'
over certain portions of the worker’s claim. Currently, parties may not settle
any portion of a worker’s claim without board approval. The bill would allow
parties represented by legal counsel to more quickly resolve a worker’s claim by
agreement without board approval, thereby freeing the board to focus on
settlements needing more scrutiny such as those involving minors or workers
unrepresented by counsel. It would also allow the parties to stipulate to a
worker’s eligibility’ for reemployment benefits without the expense and delay of
a reemployment eligibility evaluation while also making it easier to exchange
unwanted reemployment benefits for a limited cash benefit. This greater
flexibility will make the reemployment process more efficient and satisfactory' to

both parties.

The bill further enhances the efficiency of the current system by
expanding workers’access to legal counsel and including a limited release of
medical information on Lhe report of injury form. The bill allows the division to
contract with non-profit organizations to provide legal sendees to injured
workers unable to obtain private legal counsel. It also provides a limited
medical release for medical records of treatment for the reported injury on the

init'al report of injury form. This second change is aimed at reducing
unnecessary' delay's in payment resulting from a lack of supporting medical

documentation for an injured worker’s claim.

The bill also reduces insurers’costs by phasing out contributions to the
Second Injury Fund. That Fund represents a limited mechanism for reducing
impediments to the hire of workers with certain listed physical limitations.
That mechanism has become outmoded due to developments in contemporary
employment standards including the Americans with Disabilities Act. The
Second Injury Fund will not accept new claims and will be phased out as

current]y accepted claims are paid.

The bill would increase the coordination of benefits between the workers’
compensation system and other disability systems. This would minimize the
instances where double compensation results in a worker receiving combined
disability ben .Tits that exceed their take home pay. Finally, the bill would also
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cap the compensation rates of workers residing outside the State of Alaska to
bring them in line with that paid to Alaska resident workers.

This bill represents a major step in bringing the existing system up to
date with the current State of Alaska's work force. These changes to specific
parts of the existing law are vital to the continuing survival of the workers
compensation system and the availability of a full range of benefits for injured

workers in the future.

| urge your prompt and favorable action on this matter.

Sincerely yours,

Enclosure



