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State of Alaska
2014 Legislative Session

F i s c a l  N o t e

4

4/15/14

Identifier: HB316CS(L&C)-DOLWD-WC-03-27-14

Title: W ORKERS' COMPENSATION MEDICAL FEES

Sponsor: LABOR & COMMERCE

Requester: House Labor and Commerce

Expenditures/Revenues

Department: Department of Labor and Workforce Development

Appropriation: Workers' Compensation 

Allocation: Workers' Compensation

OMB Component Number: 344

Bill Version: CSHB316(FIN)
Fiscal Note Number:
(H) Publish Date:

FY2015
Appropriation

Requested

Included in 
Governor's 

FY2015 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2015 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous

22.0 14.0 14.0 14.0 14.0 14.0
40.0 40.0 40.0 40.0 40.0 40.0

Total Operating 62.0 0.0 54.0 54.0 54.0 54.0 54.0

Fund Source (Operating Only'
1157 Wrkrs Safe 62.0 54.0 54.0 54.0 54.0 54.0
Total 62.0 0.0 54.0 54.0 54.0 54.0 54.0

Positions
Full-time
Part-time
Temporary

Change in Revenues

Estimated SUPPLEMENTAL (FY2014) cost: 13.7 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY2015) cost: 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

ASSOCIATED REGULATIONS
Does the bill direct, or w ill the bill result in, regulation changes adopted by your agency? Yes
If yes, by what date are the regulations to be adopted, amended or repealed? 07/01/15

Why this fiscal note differs from previous version:______________________________________________________________
The original version of the bill sunsets the legislation effective January 1, 2019, therefore there was no fiscal impact in FY19 and FY20. 
The House Labor and Commerce Committee Substitute removed the sunset provision, so the fiscal impact for FY19 and FY20 was 
added to this version of the fiscal note. The OS also changed the effective date from January 1, 2015 to July 1, 2015. Finally, the 
fiscal note was changed to break out travel costs from the service line.______________

Prepared By: 
Division: 
Approved By: 
Agency:

Printed 4/3/2014

Michael Monagle, Director
Workers' Compensation
Dianne Blumer, Commissioner

Phone:
Date:
Date:

(907)465-6059
03/27/2014 10:00 AM
03/27/14

Office of the Commissioner

Page 1 of 2



FISCAL NOTE ANALYSIS #4

Analysis

STATE OF ALASKA B ILL NO. CSHB316(FIN)
2014 LEGISLATIVE SESSION

HB 316 changes the methodology used to produce a workers' compensation medical fee schedule. The methodology 
changes from a usual, customary, and reasonable (UCR) fee schedule based on the 90th percentile of billed charges, to a 
resource based relative value scale (RBRVS) fee schedule produced by the Centers for Medicare and Medicaid Services, 
times a state specified multiplier (conversion factor) to be determined by the Alaska Workers' Compensation Board by 
regulation. The new fee schedule takes effect July 1, 2015.

To develop the requisite conversion factors, the department would utilize the expertise of the Medical Services Review 
Committee (MSRC) established under AS 23.30.095(j), and the contracted services of a professional medical billing expert.

In order to have the regulations in place by July 1, 2015, the regulatory adoption process would have to begin immediately 
after passage of the bill. This would necessitate at least 4 meetings of the MSRC at an anticipated cost of $3.5 per 
meeting; and at least one special meeting of the Alaska Workers' Compensation Board at an anticipated cost of $8.0. Two 
meetings of the MSRC would take place in FY14 (May/June), and the following two meetings would take place in FY15 
(July/August). Thereafter, the MSRC would meet quarterly. The anticipated cost of a professional services contract is 
$40.0 per year, based on the contracted cost to produce a medical fee schedule in FY11.

FY14- Two meetings of MSRC @ $3.5 per meeting = $7.0
Professional services contract = $6.7 
Total FY14 Supplemental Request = $13.7

FY15- Four meetings of the MSRC (July, August, December, April) @ $3.5 per meeting = $14.0
Special meeting of the Alaska Workers' Compensation Board @ $8.0 per meeting = $8.0 
Professional services contract = $40.0 
Total FY15 = $62.0

FY16-FY20 Four meetings of MSRC @ $3.5 per meeting = $14.0
Professional services contract = $40.0 
Total each year = $54.0

(Revised 1/21/2014 OMB) Page 2 of 2



State of Alaska
2014 Legislative Session

F i s c a l  N o t e

Bill Version:

Fiscal Note Number:
(H) Publish Date:

CSHB 316(FIN)

4/15/14

Identifier: HB316CS(L&C)-DOA-RM-03-29-14
Title: WORKERS' COMPENSATION MEDICAL FEES
Sponsor: LABOR & COMMERCE
Requester: House Labor and Commerce

Expenditures/Revenues

Department: Department of Administration 
Appropriation: Risk Management 
Allocation: Risk Management
OMB Component Number: 71

FY2015
Appropriation

Requested

Included in 
Governor's 

FY2015 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2015 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
Personal Services 
T  ravel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous

* * * * * * ***

To ta l Operating *** 0.0 *** *** *** *** ***

Fund Source (Operating Only
None
Total * * * 0.0 * * * *** * * * *** * * *

Positions
Full-time
Part-time
Temporary

Change in Revenues

Estimated SUPPLEMENTAL (FY2014) cost: 0.0 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY2015) cost: 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No
If yes, by what date are the regulations to be adopted, amended or repealed? N/A

W hy this fiscal note differs from previous version:________________________________________________
Updated to CS removes the sunset language._________________________________________________

Prepared By: 
Division: 
Approved By: 
Agency:

Scott Jordan, Director
Risk Management
Curtis Thayer, Commissioner

Phone: (907)465-5723
Date: 03/28/2014 11:15 PM
Date: 03/29/2014

Department of Administration

Printed 4/3/2014 Page 1 of 2



FISCAL NOTE ANALYSIS #3

Analysis

STATE OF ALASKA BILL NO. CSHB 316(FIN)
2014 LEGISLATIVE SESSION

This bill amends AS 23.30.097 to recalculate how the medical fee schedule is currently calculated. Section 1, (A)(B)(C), 
states the fee schedule is based on Medicare and Medicaid Services, using the resource-based relative value (RBRV) scale. 
This new language should give the Alaska Worker's Compensation Board (AWCB) the authority to adjust medical costs for 
workers' compensation claims to be more in line with medical costs associated with health care providers.

Section 2 sets out that the AWCB will establish a conversion factor to be applied to the resource-based relative value scale 
and request and consider recommendations from the medical services review committee already established in AS 
23.30.095(j). Currently there are no conversion factors set, therefore any decrease/increase in medical costs would be 
determined by setting a conversion factor. Cost decrease/increase would be based on the set conversion factor applied to 
the RBRV.

Section 3 allows AWCB to adopt or amend regulations based on reference material incorporated from items 1-9 in the 
section.

Section 4 adopts an effective date of July 1, 2015 for Section 1 and AS 23.30.097 (j)-(o), with Section 5 adopting an 
effective date for all other sections of July 1, 2014.

RM is unable to determine the fiscal impact as the conversion factor applied to medical fee schedule has not been 
established and therefore submits an indeterminate fiscal note.

(Revised 8/16/2013 OMB) Page 2 of 2



A L A S K A  S T A T E  L E G I S L A T U R E

R e p r e s e n t a t i v e  K u r t  O l s o n

• Chair: Labor and Commerce
• Vice Chair: Rules
• Member: Resources, Com m unity & Regional A ffa irs,

Econom ic Developm ent Trade & Tourism ,
Fisheries, Legislative Budget & A udit

Interim : May -  December 
145 M ain Street Loop, Ste. 221 
Kenai, A K  99611 
Phone: 907-283-2690 
Fax: 907-283-2763

O ffic ia l B u sin ess

Session: Tanuarv -  A p ril 
State Capito l, Room 24 
Juneau, A K  99801-1182 
Phone: 907-465-2693 
Fax: 907-465-3835

HB 316 Sponsor Statement

For the past decade, Alaska has faced the highest workers compensation rates in the nation. 
The Alaska W orkers' Com pensation Board, the Legislature, the Alaska Health Care 
Commission and the Adm inistration agree that effective reform is needed, and is crucial to 
Alaska's economic future.

In 2005, the Alaska Legislature passed HB 13, which established a workers' compensation fee 
schedule based on usual, customary and reasonable rates, set at the 90th percentile, w ith a 
geographic differential. This m ade incremental changes for the better, bu t it w asn 't the 
sweeping reform  that Alaska truly needs.

HB 316 proposes a solution to this challenge by introducing a new fee schedule. HB 316 
changes the basis for the fee schedule from w hat physicians charge in a geographic area, to 
w hat it costs physicians to perform  medical procedures. Thirty-tw o states currently use this 
relative values unit m ethodology, which incorporates the relative value of a physician's 
work, practice expense, and professional liability insurance. A conversion factor and 
geographic differential is applied to the formula. This relative value unit methodology is a 
system  that is ow ned by the American Medical Association, and is the basis for Medicare and 
M edicaid's paym ent schedules.

The Medical Services Review Committee will set the conversion factors for the fee schedules, 
which require the approval of the Commissioner of Labor and Workforce Development 
before they are adopted into regulation by the W orkers' Compensation Board. The Board will 
also set reim bursem ent rates for air ambulance services, and the m arkup rates for 
prescription drugs and durable medical equipment.

HB 316 introduces comprehensive reform of Alaska's workers' compensation fee schedule, in 
an effort to reduce exorbitant costs in both the public and private sectors.

I u r g e  y o u r  s u p p o r t  o f  th is  le g is la t io n .

Email: rep.kurt.olson@akleg.gov

mailto:rep.kurt.olson@akleg.gov


A L A S K A  S T A T E  L E G I S L A T U R E

R e p r e s e n t a t i v e  K u r t  O l s o n

• Chair: Labor and Commerce
• V ice Chair: Rules
• Member: Resources, Com m unity & Regional A ffa irs,

Economic Developm ent Trade & Tourism , 
Fisheries, Legislative  Budget & A udit

Session: Tanuarv -  A p ril 
State C ap ito l, Room  24 
Juneau, A K  99801-1182 
Phone: 907-465-2693

Interim : M ay -  December 
145 M ain Street Loop, Ste. 221 
Kenai, A K  99611 
Phone: 907-283-2690 
Fax: 907-283-2763Fax: 907-465-3835

O ffic ia l B u sin ess

CSHB 316 Sectional Analysis ver. R

Section 1. Amends the physician, outpatient and am bulatory surgical center, and inpatient 
hospital fee schedules to be based on the federal Centers for Medicare and Medicaid Services 
fees.

Section 2. Requires the W orkers' Compensation Board to annually review and adjust fees set 
by the Medical Services Review Committee under Section 1. The conversion factor for the fee 
schedules is established by the Medical Services Review Committee and adopted by the 
Board in regulation. Provides for maximum reim bursem ent for fees rendered in another 
state. Requires the Board to set the rate for air ambulance service. Requires the Board to set 
the m arkup, and reim bursem ent limits for durable medical equipment. Requires the Board to 
set the m arkup, dispensing fee, and reim bursem ent limits for prescription drugs. Requires a 
prescription drug dispensed by a physician to include in an invoice the original 
m anufacturer's code from the National Drug Code Directory published by the USFDA. 
Exempts critical access hospitals from  the fee schedules established in Section 1. Allows the 
Board to apply a geographic adjustm ent factor to fee schedules in Section 1. Requires the 
Commissioner of Labor to approve the conversion factors form ulated by the Medical Services 
Review Committee.

Section 3. Lists reference materials the departm ent may incorporate, including future 
am ended versions, into regulations.

Section 4. Defines the Medical Services Review Committee under AS. 23.30.0950).

Section 5. Section 1 and Section 30)-(O) are effective on July 1, 2015.

Section 6. Excluding Sections 6 and 7 of the Act, this Act is effective on July 1, 2014.

Email: rep.kurt.olson@akleg.gov

mailto:rep.kurt.olson@akleg.gov


A la sk a  W o rk e rs ’  C o m p e n s a t io n  M e d ica l S erv ices  R e v ie w  C o m m itte e , A S  23.30 .095 (j)

The commissioner shall appoint a medical services review committee to assist and advise the 
department and the board in matters involving the appropriateness, necessity, and cost of medical 
and related services provided under this chapter. The medical services review committee shall 
consist o f  nine members to be appointed by the commissioner as follows:

(1) one member who is a member o f the Alaska State Medical Association;
(2) one member who is a member o f the Alaska Chiropractic Society;
(3) one member who is a member o f the Alaska State Hospital and Nursing Home
Association; (4) one member who is a health care provider, as defined in AS 09.55.560;
(5) four public members who are not within the definition o f "health care provider" in AS
09.55.560; and
(6) one member who is the designee of the commissioner and who shall serve as chair.

Committee Membership as of April 15, 2014

Affiliation Lname Fname
Ak State Medical Assn Hall, MD RJ
Ak Chiropractic Society Pfeifer, DC William
Ak State Hospital & Nursing 
Hom e Assn

Mayo, Dr Andrew

Medical Care Provider Vacant
Lay Member-Industry Smith Kevin AMLJIA
Lay Member-Industry Scott Pam Alaska Timber Ins Exchange
Lay Member-Labor Beltrami Vince AFL-CIO
Lay Member-Industry Lindsey Tammi Alaska National Ins Co



Top 25 Surgery Procedure Codes Ranked by Paid Amounts for Alaska (47% of total surgical payments)
Rank CPT Code Description AK WC Fee 

Schedule
Medicare Fee 
Schedule

Washington 
WC Fee 
Schedule

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 29881 Arthroscopy Knee w/ Meniscus Repair $ 5,158.02 $ 673.11 $ 912.56 $ 1,270.75 $ 2,003.13 $ 5,170.00
2 23412 Repair of Rotator Cuff $ 7,725.78 $ 1,063.39 $ 1,421.68 $ 1,985.80 $ 3,136.86 $ 7,765.00
3 29826 Arthroscopy shoulder surgical w/decompression $ 5,436.83 $ 224.46 $ 288.87 $ 1,531.34 $ 645.98 $ 5,436.92
4 63030 Laminotomy w / decompression $ 10,391.15 $ 1,186.95 $ 1,605.97 $ 2,259.73 $ 3,514.72 $ 10,193,50
5 29807 Arthroscopy shoulder surgical; labral tear $ 6,621.79 $ 1,292.78 $ 1,724.95 $ 2,411.21 $ 3,808.21 $ 6,622.00
6 29888 Arthroscopic ligament repair $ 8,782.58 $ 1,239.28 $ 1,648.03 $ 2,305.25 $ 3,642.84 $ 8,875.00
7 64483 Injection anesthetic agent/steroid epidural $ 2,364.74 $ 274.82 $ 392.91 $ 580.82 $ 556.65 $ 1,962.63
8 29880 Arthroscopy knee surgical; with meniscectomy $ 5,576.24 $ 700.17 $ 947.42 $ 1,320.20 $  2,081.16 $ 6,032.00
9 22551 Arthrodesis anterior interbody; cervical $ 13,973.36 $ 2,113.35 $ 2,827.87 $ 3,995.93 $ 6,209.32 $ 17,074.90
10 23430 Tenodesis of tendon $ 5,837.26 $ 931.43 $ 1,252.34 S 1,747.19 $ 2,752.92 $ 5,900.00
11 62311 Injection of diagnostic/therapeutic substance $ 1,295.28 $ 248.65 $ 371.33 $ 529.80 $ 507.60 $ 1,277.50
12 23120 Claviculectomy; partial $ 2,704.02 $ 722.91 $ 983.95 $ 1,370.44 $ 2,156.76 $ 3,173.07
13 22612 Arthrodesis posterior; lumbar $ 12,952.83 $ 1,979.87 $ 2,635.84 $ 3,713.36 $ 5,807.70 $ 12,376.42
14 29827 Arthroscopy shoulder surgical w/cuff repair $ 7,318.82 $ 1,346.27 $ 1,789.14 $ 2,503.83 $ 3,955.64 $ 7,319.70
15 29877 Arthroscopy w/debridement $ 4,879.21 $ 774.76 $ 1,045.37 $ 1,457.56 $ 2,298.51 $ 4,901.80
16 29806 Arthroscopy shoulder surgical; capsulorrhaphy $ 6,970.30 $ 1,326:86 $ 1,768.67 $ 2,473.22 $ 3,905.96 $ 6,972.60
17 49505 Repair initial inguinal hernia $ 3,461.14 $ 655.21 $ 863.30 $ 1,212.67 $ 1,254.79 $ 3,592.50
18 64415 injection anesthetic agent; brachial plexus $ 1,182.37 $ 149.52 $ 202.54 $  297.64 $  292.80 $ 932.00
19 64721 Neuroplasty and/or transposition $ 5,187.82 $ 525.08 $ 724.40 $ 1,005.46 $ 1,036.01 $ 5,068.77
20 29822 Arthroscopy shoulder surgical; debridement $ 4,739.80 $ 714.19 $  965.13 $ 1,345.32 $  2,120.72 $ 4,739.94
21 20610 Arthrocentesis aspiration and/or injection $  382.66 $ 74.60 $ 100.72 $ 150.52 $ 145.12 $ 382.83
22 23420 Reconstruction of complete shoulder $ 9,871.83 $ 1,208.38 $ 1,616.48 $ 2,258.16 $ 3,564.95 $ 11,088.00
23 63650 Percutaneous implantation of neurostimulator $ 6,791.60 $ 564.80 n/a $ 1,092.76 $ 1,633.91 $ 7,500.00
24 12001 Simple repair of superficial wounds $ 489.30 $ 109.18 $ 154.95 $ 231.31 $ 219.49 $ 503.00
25 63042 |Laminotomy with decompression $ 11,681.55 $ 1,609.81 $ 2,154.94 $  3,035.99 $ 4,735.94 $  12,287.28

T o p  2 5  p r o c e d u r e s  b a s e d  o n  N C C I2 0 1 1  M e d i c a l  D a ta  C a ll f o r  t h e  S t a t e  o f  A l a s k a

T h e  A l a s k a  H e a l t h c a r e  a l l o w a n c e  is  b a s e d  o n  d a t a  o b t a i n e d  f r o m  P r e m e r a ,  A e t n a ,  A S E A  H e a l t h  T r u s t ,  a n d  t h e  S t a t e  o f  A l a s k a  -  A l a s k a C a r e

Produced by the Department of Labor and Workforce Development November 1, 2013



Top 25 Radiology Procedure Codes Ranked by Paid Amounts for Alaska (78.9% of total radiology payments)
Rank CPT Code Description AK WC Fee 

Schedule
Medicare Fee 
Schedule

Washington 
WC Fee 
Schedule

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 72148 MRI spinal; lumbar; without contrast $ 3,267.83 $ 427.96 $ 649.14 $ 812.91 $ 899.92 $ 2,936.00
2 73721 MRI lower extremity; without contrast $ 3,011.72 $ 319.32 $ 478.14 $ 876.66 $ 666.00 S 2,399.00
3 73221 MRI upper extremity; without contrast $ 3,041.60 $ 319.32 $ 478.14 $ 858.06 $ 666.00 $ 2,423.60
4 72141 MRI spinal; cervical; without contrast $ 3,248.02 $ 435.17 $ 657.44 $ 818.30 $ 912.85 $ 2,858.00
5 73222 MRI upper extremity; with contrast $ 3,516.85 $ 494.64 $ 752.07 $ 930.53 $ 1,042.11 $ 2,607.00
6 72158 MRI spinal without contrast followed by contrast $ 4,159.50 $ 629.96 $ 950.74 $ 1,218.47 5 1,320.58 $ 4,048.00
7 77003 Fluoroscopic guidance or therapeutic injection $ 1,055.02 $ 110.66 $ 162.15 $ 121.85 s 227.72 $ 827.35
8 72146 MRI spinal; thoracic; without contrast $ 3,446.07 $ 435.90 $ 658.55 $ 824.71 $ 914.44 $ 3,090.00
9 73030 Radiologic examination shoulder; 2 views $ 256.98 $ 36.22 $ 53.68 $ 59.64 $ 74.99 $ 258.51
10 73610 Radiologic examination ankle; 3 views $ 215.05 $ 39.26 $ 58.66 $ 64.13 $ 81.81 $ 215.03
11 72100 Radiologic examination spine lumbosacral; 2 or 3 views $ 242.36 $ 42.26 $ 62.53 $ 71.18 $ 87.30 $ 223.50
12 73110 Radiologic examination wrist; complete minimum of 3 views $ 216.29 $ 43.98 $ 66.41 $ 71.83 $ 92.08 S 216.15
13 73562 Radiologic examination knee; 3 views $ 230.69 $ 43.85 $ 65.85 $ 71.83 $ 91.64 s 230.85
14 70450 CT head or brain; without contrast $ 1,536.46 $ 190.44 $ 283.89 s 347.58 $  396.04 s 1,210.40
15 76942 Ultrasonic guidance for needle placement $ 1,256.39 $ 231.71 $ 354.73 $ 389.27 $ 490.16 $ 1,256.20
16 77002 Fluoroscopic guidance for needle placement $ 1,084.60 S 92.71 $ 135.03 $ 147,50 $ 190.01 $ 748.00
17 73140 Radiologic examination finger(s) minimum of 2 views $ 158.47 $ 39.03 5 59.21 5 63.49 $ 82.16 $ 159.24
18 70551 MRI brain; without contrast $ 3,161.23 $ 487.05 $ 743.77 $ 913.85 $ 1,028.66 $ 2,682.30
19 73130 Radiologic examination hand; minimum of 3 views $ 214.15 $ 38.17 $ 57.00 $ 62.21 $  79.42 $ 214.08
20 72110 Radiologic examination spine lumbosacral; 4 views $ 351.81 $ 57.74 $ 85.22 5 96.84 $ 119.00 $ 351.91
21 73630 Radiologic examination foot; 3 views $ 211.14 $ 37,08 $ 55.34 $ 60.92 $ 77.03 $ 208.00
22 70553 MRI brain; without contrast followed by contrast $ 4,617.43 $ 642.94 $ 971.22 $ 1,240.27 $  1,348.82 $ 3,620.00
23 74177 CT abdomen and pelvis; with contrast $ 1,976.95 $ 398.48 $ 592.69 $ 674.01 $ 827.85 $ 3,000.63
24 72131 CT lumbar spine; without contrast $ 1,802.26 $ 240.79 $ 360.82 S 443.14 $ 502.46 $ 1,658.00
25 72125 CT cervical spine; without contrast $ 1,814.14 $ 247.27 $ 369.12 $  721.25 $ 515.04 $ 1,706.55

T op  2 5  p r o c e d u r e s  b a s e d  o n  NCCi 2 0 1 1  M e d ic a l  D a ta  C all f o r  t h e  S ta t e  o f  A la sk a

T h e  A la s k a  H e a lth c a r e  a llo w a n c e  is  b a s e d  o n  d a ta  o b ta i n e d  f r o m  P re m e ra , A e tn a ,  A SE A  H e a lth  T rust, a n d  th e  S ta t e  o f  A la sk a  - A la sk a C a re

Produced fay the Department of Labor and Workforce Development November 1,2013



Top 25 Medicine Procedure Codes Ranked by Paid Amounts for Alaska (89.2% of total medicine payments)
Rank CPT Code Description AK WC Fee 

Schedule
Medicare Fee 
Schedule

Washington 
WC Fee 
Schedule

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 97110 Therapeutic procedure 1 or more areas each 15 minutes; 
therapeutic exercises

$ 96.00 $ 40.62 $ 53.68 $ 53.33 $ 43,37 $ 98.50

2 97140 Manual therapy techniques 1 or more regions each 15 minutes $ 73.53 $ 38.14 $ 49.81 $ 49.78 $ 40.64 $ 76.00
3 98941 Chiropractic manipulative treatment (CMT); spinal 3-4 regions $ 84.81 $ 47.05 n/a $ 70.08 $ 49.82 $ 81.87
4 97112 Therapeutic procedure 1 or more areas each 15 minutes; 

neuromuscular reeducation
$ 93.96 $ 42.07 $ 55.89 $ 55.70 $ 45.12 $ 99.00

5 97530 Therapeutic activities direct patient contact each 15 minutes $ 77.26 $ 43.74 $ 58.66 $ 58.67 $ 47,26 $ 77.50
6 97124 Therapeutic procedure 1 or more areas each 15 minutes; 

massage
$ 63.32 $ 32.97 $ 43.72 $ 43.85 $ 35.41 $ 50.22

7 97014 Application of a modality to 1 or more areas; electrical 
stimulation (unattended)

$ 56.24 n/a $ 26.56 $ 26.67 $ 21.38 $ 56.00

8 98940 Chiropractic manipulative treatment (CMT); spinal 1-2 regions $ 65.96 $ 33.75 n/a s 50.05 $ 35.93 $ 65.50
9 97035 Application of a modality to 1 or more areas; ultrasound each 15 

minutes
$ 61.67 $ 16.39 $ 21.03 $ 21.33 $ 17.16 $ 62.00

10 97001 Physical therapy evaluation $ 186.38 $ 96.8S $ 124.52 $ 128.00 $ 101.89 $ 167.97
11 97010 Application of a modality to 1 or more areas; hot or cold packs s 49.99 n/a n fa $ 10.07 $ 8.0S s 50.00

12 97546 Work hardening/conditioning; each additional hour $ 117.65 $ - $ 66.41 80% UCR n/a $ 164.47
13 95904 Nerve conduction amplitude and latency/velocity study each 

nerve; sensory
$ 203.67 n/a n/a $ 105.59 $ 130.76 $ 208.66

14 97012 Application of a modality to 1 or more areas; traction mechanical $ 57.14 $ 20.61 $ 26.56 $ 27.26 $ 21.74 $ 59.00

15 97113 Therapeutic procedure 1 or more areas each 15 minutes; aquatic 
therapy with therapeutic exercises

$ 106.21 $ 52.81 $ 73.60 $ 71.11 $ 58.21 s 90.47

16 97545 Work hardening/conditioning; initial 2 hours $ 295.01 $ - $ 138.90 80% UCR n/a $ 345.91
17 97750 Physical performance test or measurement with written report 

each 15 minutes
$ 171.71 $ 41.79 $ 55.89 $ 56.30 $ 44.84 $ 124.00

18 95900 Nerve conduction amplitude and latency/velocity study each 
nerve; motor without F-wave study

$ 215.70 n/a n/a $ 119.50 $ 180.17 $ 218.29

19 97032 Application of a modality to 1 or more areas; electrical 
stimulation (manual) each 15 minutes

$ 62.76 $ 23.87 $ 32.10 $ 32.00 $ 25.69 $ 56.50

20 99144 Moderate sedation services $ 367.75 n/a n/a 80% UCR n/a $ 243.86
21 99199 Unlisted special service procedure or report $ 187.00 n/a BR 80% UCR n/a $ 70.42
22 95903 Nerve conduction amplitude and latency/velocity study each 

nerve; motor with F-wave study
s 211.48 n/a n/a $ 139.74 $ 180.17 $ 317.98

23 97799 Unlisted physical medicine/rehabilitation service or procedure $ 218.00 n/a BR 80% UCR n/a $ 127.61
24 98942 Chiropractic manipulative treatment (CMT); spinal 5 regions $ 111.51 $ 60.90 n/a $ 89.43 $ 64.11 $ 112.68
25 95920 Intraoperative neurophysiology testing per hour $ 228.11 n/a n/a $ 309.19 $ 180.17 $ 632.82

T op  2 5  p r o c e d u re s  b a s e d  on  NCCI2 0 1 1  M ed ica l D a ta  Call f o r  th e  S ta te  o f  A la sk a

T he A la sk a  H ea lth ca re  a llo w a n ce  is  b a s e d  on  d a ta  o b ta in e d  fr o m  P rem era , A e tn a , ASEA H ealth  Trust, a n d  th e  S ta te  o f  A la ska  - A laskaC are
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Top 25 Evaluation and Management Procedure Codes Ranked by Paid Amounts for Alaska (97.5% of total E&M payments)
Rank CPT Code Description AK WC Fee 

Schedule.
Medicare Fee 
Schedule

Washington 
Wc Fee 
Schedule

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 99213 Office visit for E&M established patient; low to moderate severity; 15 minutes $ 169.98 $ 91.01 $ 121.75 $ 140.51 $ 139.69 $ 176.00
2 99214 Office visit for E&M established patient; moderate to high severity; 25 minutes $ 246.35 $ 134.71 S 178.19 $ 207.71 $ 205.59 $ 255.50
3 99283 Emergency department visit; moderate severity. $ 398.87 $ 82.25 $ 97.95 $ 120.15 5 118.05 $ 415.09
A 99203 Office visit for E&M new patient; moderate severity; 30 minutes s 266.28 $ 134.43 s 180.41 $ 209,75 $ 206.69 $ 275.00
S 99212 Office visit for E&M established patient; minor issue; 10 minutes $ 133.03 $ 53.35 $ 73.60 s 84.85 $ 83.48 S 135.72
6 99456 Work related or medical disability examination by other than the treating physician. $ 1,156.00 $ n/a 80% UCR n/a $ 1,429.42

7 99284 Emergency department visit; high severity; not an immediate threat to life $ 595.78 $ 157.01 $ 187.60 $ 228.76 $ 225.41 $ 668.87
8 99204 Office visit for E&M new patient; moderate to high severity; 45 minutes $ 380.40 $ 208.33 S 273.38 $ 320.39 $ 316.23 $ 413.50
9 99202 Office visit for E&M new patient; moderate severity; 20 minutes $ 204.47 $ 92.24 $ 124.52 $ 144.58 $ 142.52 $ 202.00
10 99285 Emergency department visit; high severity; immediate threat to life $ 888.62 $ 230.81 $ 274.49 $ 335.33 $ 330.60 $ 939.00
11 99455 Work related or medical disability examination by the treating physician. $ 722.00 $ * n/a 80% UCR n/a $ 256.55
12 99282 Emergency department visit; low to moderate severity. s 265.07 $ 54.83 $ 65.85 $ 80.10 $ 78.95 5 252.98
13 99244 Office consultation for new or established patient; moderate to high severity; 60 

minutes
$ 336.00 n/a $ 293.30 $ 352.98 $ 343.34 5 603.50

14 99243 Office consultation for new or established patient; moderate severity; 40 minutes s 263.00 n/a $ 198.67 $ 238.94 $ 230.56 $ 413.50

15 99215 Office visit for E&M established patient; moderate to high severity; 40 minutes s 394.16 S 181.62 $ 237.96 $ 278.99 $ 275.64 $ 393.00
16 99291 Critical care E&M critically ill or critically injured patient; first 30-74 minutes $ 1,120.60 $ 352.02 $ 451.57 $ 532.86 5 527.10 $ 1,178.00
17 99205 Office visit for E&M new patient; moderate to high severity; 60 minutes $ 513.54 $ 260.42 $ 338.13 s 397.78 $ 440.57 $ 531.87
18 99232 Hospital visit for E&M of patient; inadequate response or minor complication; 25 

minutes
$ 327.54 $ 94.16 $ 115.66 $ 139.15 S 137.60 $ 319.00

19 99211 Office visit for E&M established patient; minor issue; 5 minutes $ 93.61 $ 24.30 $ 34.31 $ 39.37 $ 38.68 $ 84.48
20 99201 Office Visit for E&M new patient; minor issue; 10 minutes $ 164.05 S 53.35 $ 73.60 $ 84.85 $ 83.48 $ 143.09
21 99354 Prolonged office visit or consultation; first hour $ 703.69 $ 128.38 $ 161.04 $ 192.10 s 189.87 $ 341.46
22 99245 Office consultation for a new or established patient; moderate to high severity; 80 

minutes
$ 314.00 n/a s 358.05 $ 431.72 $ 420.07 1 765.00

23 99233 Hospital visit for E&M of patient; patient unstable or complication developed; 35 
minutes

% 445.95 $ 135.62 $ 166.57 $ 199.57 $ 198.26 $ 458.00

24 99223 Initial hospital visit for E&M of patient; high severity; 70 minutes $ 811.03 $ 264.14 $ 326.51 $ 389.63 $ 386.95 $ 871.87
25 99499 Unlisted evaluation and management service $ 742.00 n/a BR 80% UCR n/a $ 85.00

Top 2 5  procedures b a sed  on  NCCI 2011  M edical D ata  Call fo r  th e  S ta te  o f  A laska

The A laska  H ealthcare a llow ance is b a s e d  o n  d a ta  o b ta in e d  fr o m  Prem era, A e tna , ASEA H ealth  Trust, a n d  th e  S ta te  o f  A laska  - AlaskaCare

Produced by the Department of Labor and Workforce Development November 1,2013



Top 25 Hospital Inpatient DRG Codes Ranked by Paid Amounts for Alaska (58.1% of total Inpatient payments)
Rank DRG Code Description AK WC Fee 

Schedule*
Medicare Fee 
Schedule**

Washington 
WC Fee 
Schedule**

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 999 Ungroupable * $ - N/A
2 460 Spinal fusion except cervical without major complications or comorbidities * $ 28,707.87 ■***■ **** $ 38,783.00 $ 68,436.38
3 470 Major joint replacement or reattachment of lower extremity without major 

complications orcpmorbldities
$ 15,509.79 **# $ 20,953.00 $ 34,928.62

4 494 Lower extremity and humerus procedures except hip foot femur without complications 
or comorbidities / major complications or comorbidities

;# $ 10,317,16 $ 13,938.00 $ 22,694.66

S 473 Cervical spinal fusion without complications or comorbidities / major complications or 
comorbidities

'm $ 15,732.59 *** $ 21,254.00 $ 29,595,93

6 534 Fractures of Femur without MCC * s 5,452.45 :*.%* $ 7,366.00 N/A
7 552 Medical Back Problems without major complications or comorbidities ... $ 6,316.28 **** $ 8,533.00 $ 15,240.67
8 902 Wound Debridements for injuries with CC $ 12,642.18 *** ■' "•**** $ 17,079.00 N/A
9 208 Respiratory System Diagnosis with Ventilator Support <96 Hours * $ 16,950.25 '*.*** $ 22,899.00 $ 89,659.86
10 853 Infectious and Parasitic Diseases with O.R. Procedure with MCC * $ 39,550.59 *** :***# $ 53,431.00 $ 44,524.89
11 490 Back and neck procedures except spinal fusion with complications or comorbidities/ 

major complications or comorbidities or disc device/neurostimulator
$ 13,437.92 • ;**** $ 18,154.00 $ 26,334.12

12 484 Major Joint and Limb ReattaChment Procedures of Upper Extremity without CC/MCC $ 15,507.57 :*'***, ' s 20,950.00 N/A

13 502 Soft Tissue Procedures without CC/MCC :•* ' $ 7,898.12 **** $ 10,670.00 N/A
14 854 Infectious and Parasitic Diseases with O.R. Procedure with CC $ 18,937.00 ''***. ' $ 25,583.00 $ 35:504.23
IS 493 Lower extremity and humerus procedures except hip foot femur with complications or 

comorbidities
$ 14,293.61 $ 19,310.00 $ 31,224.23

16 491 Back and neck procedures except spinal fusion without complications o r comorbidities 
/ major complications or comorbidities

■ *■ $ 7,664.22 •***: $ 10,354.00 $ 18,292.99

17 482 Hip and Femur Procedures Except Major Joint without CC/MCC $ 11,592.21 ' *##, ' .. .**♦* $ 15,660,00 $ 19,867.33
18 514 Hand or Wrist Procedures Except Major Thumb or Joint Procedures without CC/MCC $ 6,406:59 lit** $ 8,655,00 $ 9,732.22

19 603 Cellulitis without MCC i*V S 6,211.91 $ 8,392.00 $ 15,992.89
20 165 Major Chest Procedures without CC/MCC $ 13,266.19 .***' ****• $ 17,922.00 N/A
21 501 Soft Tissue Procedures with CC ■ $ 11,799.07 - .:*#& ■' " '****;■ ■ $ 15,940.00 $ 23,388.06
22 465 Wound Debridement and Skin Graft Except Hand for Musculo-Connective Tissue 

Disorders without CC/MCC
$ 13,917.58 *** ■ $ 18,802.00 N/A

23 497 Local Excision and Removal Internal Fixation Devices Except Hip and Femur without 
complications or comorbidities / major complications or comorbidities

$ 8,291.92 •' .%*#• $ 11,202,00 $ 20,491.96

24 909 Other O.R. Procedures for Injuries without CC/MCC ' $ 8,920.37 ' ' $ 12,051.00 $ 10,156.17
25 512 Shoulder Elbow or Forearm Procedure Except Major Joint Procedure without CC/MCC ... $ 8,291.18 $ 11,201.00 $ 15,943.63

* Alaska's Fee Schedule MAR is based on per diem rate of $19,659/day for Med/Surg and $32,6S4/day for ICU/CCU
** Medicare's allowable fee per stay. Operating & capital base payment rates adjusted only for geographic factors and case mix

*** Washington's per diem rate is $9,318.03/day forsurgical and $2,125.19 for medical
**** Oregon's fee schedule is based on billed rate times cost-to-charge ratio and is hospital specife
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Top 25 Ambulatory Surgical Center Procedure Codes Ranked by Paid Amounts for Alaska (55.0% of total ASC payments)
Rank Code Description AK WCFee 

Schedule
Medicare Fee 
Schedule

Washington
WCFee
Schedule

Oregon WC 
Fee Schedule

Idaho WC Fee 
Schedule

AK Median 
Healthcare 
Allowance

1 29881 Arthroscopy knee surgical; with meniscectomy including debridement $ 11,264.22 $ 2,457.12 $ 2,015.88 $ 2,295.48 $ 2,664.95 $5,945.52
2 23412 Repair of ruptured musculotendinous cuff (e.g. rotator cuff) open; chronic S 14,369.52 $ 4,000.05 $ 3,281.73 5 3,104.21 $ 4,338.38 $6,122.59
3 29826 Arthroscopy shoulder surgical; decompression of subacromial space with partial acromioplasty 

with coracoacromial ligament (i.e., arch) release when performed
s 12,288.24 $ 2,457.12 $ 2,015.88 S 2,295.48 $ 2,664.95 $5,277.96

4 29822 Arthroscopy shoulder surgical; debridement limited $ 12,288.24 s 2,457.12 $ 2,015.88 S 2,295.48 s 2,664.95 $3,569.26
5 23430 Tenodesis of long tendon of biceps $ 12,932.57 $ 4,000.05 5 3,281.73 s 3,104.21 5 4,338.38 $5,368.94
6 23120 Claviculectomy; partial $ 15,806.47 $ 2,684.20 $ 2,202.18 $ 2,263.26 $ 2,911.24 $5,555.09
7 490 Ambulatory surgical care #** *»* N/A
S 23130 Acromioplasty or acromionectomy partial with or without coracoacromial ligament release $ 17,243.42 $ 4,000.05 $ 3,281.73 $ 3,104.21 s 4,338.38 $6,052.06.

9 29888 Arthroscopically aided anterior cruciate ligament repair/augmentation or reconstruction s 12,288.24 $ 6,821.70 $ 5,596.68 s 4,771.39 $ 7,398.70 $9,003.29
10 23410 Repair of ruptured musculotendinous cuff (eg rotator cuff) open; acute s 12,932.57 $ 4,000.05 $ 3,281.73 $ 3,104.21 s 4,338.38 $6,469.33
11 63030 Laminotomy (hemllaminectomy) with decompression of nerve root(s) including partial 

facetectomy foraminotomy and/or excision of herniated intervertebral disc; 1 interspace 
lumbar

$ 17,505.05 $ 4,373.57 $ 3,467.58 s 3,989.49 $ 4,743.50 $8,640.00

12 29807 Arthroscopy shoulder surgical; repair of superior labral tear from anteriorto posterior (SLAP) 
lesion

$ 12,288.24 $ 4,515.10 $ 3,704.29 5 3,687.22 $ 4,897.00 $5,685.80

13 64483 Injection(s) anesthetic agent and/or steroid transforamlnal epidural with imaging guidance 
(fluoroscopy or computed tomography (CT)); lumbar or sacral single level

S 2,917.51 $ 658.32 $ 540.10 $ 616.68 .s. 714.00 $1,706.48

14 63650 Percutaneous implantation of neurostimulatof electrode array epidural s 14,322.31 s 5,119.66 n/a $ 2,111.11 $ 5,552.69 $11,880.16
IS 20680 Removal of implant; deep (eg buried wire pin screw metal band nail rod or plate) $ 12,193.94 $ 1,932.86 $ 1,585.77 $ 1,800.64 $ 2,096.35 $3,179.50
16 62311 Injection(s) of diagnostic or therapeutic substancefs) (including anesthetic antispasmodic 

opioid steroid other solution) not including neurolytic substances including needle or catheter 
placement includes contrast for localization when performed epidural or subarachnoid

$ 2,254.44 $ 658.32 $. 540.10 $ 616.68 $ 714.00 $1,705.20

17 64721 Neuroplasty and/or transposition; median nerve at carpal tunnel s 9,548.21 s 1,564.74 S 1,283.75 $ 1,464.45 $ 1,697.09 $4,070.22
18 64493 Injection(s) diagnostic ortherapeutlc agent paravertebral facet (zygapophyseal) joint (or 

nerves innervating that joint) with image guidance (fluoroscopy or computed tomography 
(CT)) lumbar or sacral; singlelevel

$ 3,978.42 $ 658.32 $ 540.10 $ 616.68 $ 714,00 $ 2,015.04

19 29824 Arthroscopy shoulder surgical; distal claviculectomy including distal articular surface 
(Mumford procedure)

s 12,288.24 $ 2,457.12 $ 2,015.88 $ 2,295.48 5 2,664.95 $4,755.06

20 64416 Injection anesthetic agent; brachial plexus continuous Infusion by catheter (including catheter 
placement)

s 2,254.44 s 658.32 $ 540.10 $ 616.68 $ 714.00 $1,305.77

21 29880 Arthroscopy knee surgical; with meniscectomy (medial and lateral including any meniscal 
shaving) including debridement/shaving of articular cartilage

$ 11,264.22 $ 2,457.12 $ 2,015.88 $ 2,295.48 s 2,664.95 $6,174.00

22 29877 Arthroscopy knee surgical; debridement/shaving of articular cartilage $ 11,264.22 $ 2,457.12 s 2,015.88 s 2,295.48 $ 2,664.95 $5,325.03
23 29875 Arthroscopy knee surgical; synovectomy limited (eg plica or shelf resection) (separate 

procedure)
$ 11,264.22 $ 2,457.12 $ 2,015.88 $ 2,295.48 $ 2,664,95 $4,986.61

24 64415 Injection anesthetic agent; brachial plexus single $ 2,254.44 $ 339.47 $ 278.51 s 318.07 $ 368,19 $1,409.28
25 64494 Injection(s) diagnostic or therapeutic agent paravertebral facet (zygapophyseal) joint (or 

nerves innervating that joint) with Image guidance (fluoroscopy or CT) lumbar or sacral; 
second level (list separately in addition to code for primary procedure)

$ 3,978.42 $ 212.49 s 174.93 $ 199.21 $ 230.46 $ 2,629.20

*** Alaska's Fee Schedule combines revenue codes into the surgical CPT code, which is used to determine the outpatient facility allowance 
Top 25 procedures based on NCCI 2011 Medical Data Call for the State ofAloska
The Alaska Healthcare allowance is based on data obtained from Premera, Aetna, ASEA Health Trust, and the State of Alaska -AlaskaCare
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A  l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

41 0 7  Laurel S tree t • A nchorage, A laska 99508 •  (907) 562-0304 •  (907) 561-2063 (fax)

March 12, 2014

Honorable Kurt Olson 
Alaska House of Representatives 
State Capitol Room 24 
Juneau, AK 99801

RE: House Bill 316 Version N

Dear Representative Olson:

The Alaska State Medical Association (ASMA) represents physicians statewide and is primarily concerned with 
the health of all Alaskans.

The Alaska State Medical Association (ASMA) appreciates your past efforts and willingness to work with us 
and values our relationship with you. The medical community are Alaska businesses many of which are “small 
businesses” that employ thousands of people, contribute to the economy and also understand the cost of 
workers’ compensation from a business cost perspective. In short, we appreciate the cost impact of workers’ 
compensation insurance and are not opposed to looking for responsible ways to reduce the cost burden to 
businesses while protecting patient care.

Any effort to reform workers’ compensation must ensure patient access to care is protected. In Alaska, 
historically, the legislature has established the policy around medical fee reimbursement schedules for the 
workers’ compensation program. The legislative process allowed for robust open and public policy debate with 
established processes that ensured accountability and avenues for public participation. While the legislative 
process provides a robust process ASMA also recognizes that some other states do utilize executive branch 
processes for the establishment of fees schedules.

If the legislature desires to move the establishment of the reimbursement fee schedule from the legislative 
branch to the executive branch ASMA suggests the process be well defined to ensure the protections afforded to 
the public in the legislative process are captured in the executive process. ASMA suggests the following 
concepts be considered for establishing a fee reimbursement schedule:

Accountability

Any final decision for the adoption of the reimbursement fee schedule should be made at the commissioner 
level. This is a significant policy that impacts injured workers, health care providers and all businesses. When 
the legislature makes the policy decision the public has elected officials that can be directly held accountable for 
their decisions. The pressure that accountability adds to a public process is necessary to ensure the public 
process is meaningful. The workers’ compensation board is a quasi-independent board of eighteen members 
appointed by the Governor without consideration as to their knowledge or ability to set policy on medical fees. 
The workers’ compensation board is too far removed from public accountability to ensure the public process is



meaningful. ASMA believes that adding the additional complex task of establishing a medical reimbursement 
fee schedule to the workers’ compensation board is inappropriate. If the process moves to the executive branch, 
ASMA believes that this accountability can be retained by having a commissioner or commissioners, as direct 
reports to the Governor, make the final decision. ASMA strongly opposes the Workers’ Compensation Board 
having final decision authority.

Policy

ASMA believes that at a minimum the broad policy objectives that the reimbursement fee schedule is trying to 
accomplish should be established by the legislature. The current version of the bill instructs the workers’ 
compensation board to establish a reimbursement fee schedule but does not provide any direction as to what the 
goal of the reimbursement schedule should be. What is the policy that the schedule is attempting to implement? 
That debate and decision should be legislative. ASMA believes that any fee schedule should be built around the 
policy of paying commercial rates. Although admittedly a somewhat broad concept we believe it is appropriate 
to establish the policy as one that sets reimbursement rates at a commercial fee rate, with the executive branch 
defining the policy, as opposed to adopting non-commercial, discounted or subsidized fee schedules that could 
impact an injured workers access to care.

Process

While the legislative process is robust in allowing the public to participate the regulatory process is deficient 
and closed. Department of Law advice to other departments on regulatory process dissuades public discussion 
or discourse once a regulatory package is released publically. In fact departments are often instructed to not 
answer questions or provide any additional information during public hearings except for pointing to the actual 
language in the proposed regulation. This leads to a frustrating and seemingly meaningless public process 
beyond submitting a written comment. Furthermore, once public hearings are held there is no requirement that 
the final regulations be similar to the proposed regulations.

ASMA supports the utilization of the Medical Services Review Committee as an advisory committee to 
mitigate the poor public process utilized by the regulatory process. By engaging stakeholders in public meetings 
and work sessions we believe that the use of this Committee and the regulatory scheme can provide adequate 
public input and process.

Additionally, while we believe the workers’ compensation board should be removed from the decision process 
we think making two of the public seats on the Medical Services Review Committee Workers’ Compensation 
Board seats could be a compromise.

ASMA is still analyzing potential impacts related to the provisions related to prescription drugs on page 4 lines 
1 -7 and may provide additional information in the future.

Thank you and we look forward to working with you to make Alaska’s Workers’ Compensation better while 
protecting patient care and access.

Sincerely,

Jana Cole, MD
President -  Alaska State Medical Association



Law Offices of

M i c h a e l  J .  J e n s e n

12350 Industry Way, Suite 208 Tel (907) 277-8000
Anchorage, Alaska 99515 www.alaskaworkerscomp.com

jensenlaw@alaska.net
January 2,2014

State of Alaska Representative 
Andy Josephson 
733 W. 4th Ave.,
Anchorage, AK 99501

D ear Representative Josephson:

The Alaska W orkers Com pensation Board has proposed  legislation for passage in  2014. This 
legislation m ay dram atically effect the ability of w orkers to obtain treatment. Please see attached 
copy. .. ., , ,  . .,  . .

M y colleagues and I represent Alaska workers w ho have been injured and are entitled to  medical care 
pursuan t to the Alaska W orkers' Compensation Act. We are concerned over the im pact the Board's 
proposed legislation will have on the ability of workers to obtain quality medical care.

If this proposal is enacted the Board will set the am ount doctors, therapist and hospitals will be paid 
by tying treatm ent costs to  Medicare rates and setting the base rate amount. The Board will determine 
w hat m edications can be provided to workers and set the prices pharmacies can charge for 
medications. Specific regulations will be enacted to address the prescription of opiods. It m ay set the 
prices for prosthetic devices such as artificial joints, spinal cord stimulators, TNS units, lum bar 
fixation devices such as screw s and plates, artificial lim bs and other devices. These costs will only be 
reim bursed at the m anufacturer's invoice price plus a  m arkup am ount determ ined by the Board.

This legislation refers to m edical costs being subject to reim bursem ent not direct paym ent to the 
provider. This reim bursem ent requirement, as well as, tying medical expenses to Medicare rates may 
shift the cost of medical care from the responsible em ployer or its insurer to Union health  trusts, 
private insurance, some other form of governm ent insurance such as ANHS, VA, M edicaid or 
Medicare, the un insured  w orker or to be borne by  the treating medical provider.

Pursuant to this proposed legislation the Board will be em pow ered to regulate all fees and charges 
for medical treatm ent. This in  effect will take aw ay the doctor's discretionary role in  the treatm ent of 
his or her patient. The un in tended  effect may be th a t the Board can second guess the doctor's 
judgm ent and m andate the treatm ent it deems necessary, not the treatm ent deem ed best. Medical 
care will be  replaced by a governm ent program  in  w hich treatm ent is determ ined not by physicians 
b u t by Board m em bers appointed by the Governor.

I am sure the legislature w ill act thoughtfully w hen considering this proposed legislation. It should 
consult w ith  injured w orkers, Union health trusts, other medical insurers and m ost im portantly the 
medical community. .

http://www.alaskaworkerscomp.com
mailto:jensenlaw@alaska.net
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TEAMSTERS 
LOCAL 9 5 9

G E N E R A L Affiliated with the International Brotherhood ol Teamsters
TEAMSTERS Rick Boyles,Senvtary-Trensurer
L O C A L  9 5 9  520 i  311,1 Ave- Suite 102, Anchorage, A laska 00503
STATE OF ALASKA Rhone (007) 751-8501 • Tux (007) 751-8509STATE OF ALASKA

April 7, 2014 

Honorable Kurt Olson
Chair-House Labor & Commerce Committee 
State Capitol, Rm 24

Re: CS for HB 316-Workers’ Compensation Fees

Dear Chairman Olson:

On behalf of the over 7,000 Team ster members that we represent in various industries 
around the state including, mining, healthcare, public sector including police officers, 
telecommunications, railroad, oil/gas, as  well as tourism, to name a few we want express 
our support for HB 316. Many of our employers in the various industries have and 
maintain some of the best Safety and Return-to-Work programs that we believe help 
reduce and in some cases eliminate employee injuries, thereby reducing cost of workers 
compensation.

The Teamsters along with our employers work hard to keep employees safe on the job, a 
cost we can control to som e degree. So it is unfortunate when an employee is injured and 
medical services are required. The cost of those services can be expensive. There are 
many reports showing the medical cost in our state rank one of the highest in country. That 
being said, it should be no surprise that our workers’ compensation costs are also high.

Like many employers, we have been forced over the last ten years to make changes to our 
Team ster Health Benefit plan in an attempt to reduce medical cost, such as  negotiated 
PPO ’s, wellness incentive programs and as of last year implementing a  medical tourism 
option. While we recognize that this is not a complete fix to the workers’ compensation 
program, we do support the effort. We look forward to working with you and addressing 
the many other issues that injured workers deal with as  well in the future.

We applaud your introduction of HB 316 as opportunity to address overall cost without 
negatively impacting the injured workers ability to receive care, nor negatively impact a 
doctor’s ability to provide quality treatment and overall care. We look forward to working 
with you in the future to improve the overall issues that injured workers face in Alaska.

Sincerely,

Tl

75! Old Richardson-I Iwy.. Fairbanks, AK W ill's 1' (W ) 452-2**5* • I' (9:17) 452-505) § R O, Box ,s 150. Kenai; AK !«6H * I' {*«>?) 283-119S • 1 psniX.lvaW
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Director Legislative and Government Affairs



ASSOCIATED GENERAL CONTRACTORS o f ALASKA

8005 SCHOON STREET, SUITE 100 •  ANCHORAGE, ALASKA 99518 
TELEPHONE (907) 561-5354 • FAX (907) 562-6118

April 9, 2014

Representative Bill Stoltze 
Chairman, House Finance Committee 
State Capitol, Room 515 
Juneau AK, 99801

RE: CS for HB316

Dear Chairman Stoltze

The Associated General Contractors of Alaska (AGC) is a trade association representing 
over 650 Alaskan businesses in the construction industry. On behalf of the AGC, I would 
like to express our support for the proposed changes to the workers compensation 
medical fee schedule in HB 316.

Our industry prides itself on a strong safety culture, but construction is a labor intensive 
industry, and with the human element, accidents will happen. For our employees, we 
want a program that supports proper injury treatment, recovery and rehabilitation and 
the return to  full employment for the injured worker.

You've heard from numerous sources that Alaska's workers' compensation insurance 
rates are some o f the highest in the nation and I won't repeat those statistics. Because 
the medical costs for workers' compensation injuries in Alaska are so much higher than 
other states, controlling those costs is, in the shortterm , the most effective way to 
reduce the overall cost o f workers' compensation insurance.

Revision to  the medical fee schedule in HB 316 is the first o f many steps towards 
comprehensive reform o f Alaska's workers' compensation system. AGC supports HB 316 
and the proposed changes to the medical fee schedule.

Sincerely,

Associated General Contractors of Alaska



A  l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107  Laurel S tree t •  A nchorage, A laska 99508 • (907) 562-0304 • (907) 561-2063 (fax)

April 9, 2014

Honorable Kurt Olson 
Alaska House of Representatives 
State Capitol Room 24 
Juneau, AK 99801

RE: House Bill 316 April 9 Proposal 

Dear Representative Olson:

Thank you for your continued efforts to reform the workers compensation system and for your willingness to 
work with the Alaska State Medical Association (”ASMA”). The medical community are Alaska businesses 
many of which are “small businesses” that employ thousands of people, contribute to the economy and also 
understand the cost of workers’ compensation from a business cost perspective. In short, we appreciate the cost 
impact of workers’ compensation insurance and are not opposed to looking for responsible ways to reduce the 
cost burden to businesses while protecting patient care.

In our letter of March 12 commenting on HB 316 we outlined our concerns regarding the establishment of a fee 
schedule around the broad goals of accountability, policy and process.

We believe that the proposal establishes a sufficient public process that will assure accountability. Specifically, 
we believe having the Medical Services Review Committee (“MSRC”) develop the fee schedule conversion 
factor or factors will allow for a robust public process and that having the Commissioner of Labor involved in 
approving the work of the MSRC will provide appropriate accountability. Our main concern along with having 
Commissioner level approval was ensuring that the development of the conversion factor allowed for a robust 
public process and your proposal accomplishes this goal.

The last item that we raised was the establishment of the policy that the fee schedule is attempting to 
implement. We appreciate that this is a difficult task to draft into a statute and will continue to work with you on 
this as the bill moves through the process. We also appreciate the statements on the record reflecting agreement 
with these general principles. Workers’ Compensation fee schedules should not result in subsidized care and 
should reflect the need for medical providers to earn a profit. We continue to believe that the legislature should 
clearly articulate this policy.



Thank you for your efforts and ASMA supports your latest proposal moving forward. 

Sincerely,

Jana Cole, MD
President -  Alaska State Medical Association



F a i r b a n k s  N o r t h  S t a r  B o r o u g h  Office of the Mayor
809 Pioneer Road P.O. Box 71267 Fairbanks, AK 99707-1267 (907) 459-1300

Representative Kurt Olson, Chair 
House Labor & Commerce Committee 
S tate  Capitol, Room 24 
Juneau , AK 99801

RE: Support for HB 316 - Workers' Compensation Fees for Medical Treatm ent and

Thank you for the opportunity to comment on the above referenced proposed 
legislation. The Fairbanks North Star Borough administration supports the proposed 
changes a s  identified by the W orkers’ Compensation Board in Resolution 13-01 dated 
Septem ber 27, 2013, and the subsequent legislative changes proposed in HB316.

The lack of cost containment for workers’ compensation related expenses continues to 
increase the financial burden of this important and necessary program. Having the 
ability to limit fees and other associated charges to a reasonable am ount would be 
financially beneficial to all state employers. As proposed, allowing the board to adopt a 
fee schedule using quantified data, based  upon federal Centers for Medicare and 
Medicaid Services sca les is a positive change and has our full support.

The Fairbanks North Star Borough Assembly passed a  resolution on February 13, 2014 
supporting the provisions expressed by the Workers’ Compensation Board in its 
Septem ber 27, 2013 resolution. A copy of the Assembly resolution is attached.

February 28, 2014
Fax:(907)459-1102 

www.co.fairbanks.ak.us 
Email: mavor@ftisb.us

Services

Sincerely,

p ik e  Hopkins, Borough Mayor 
Fairbanks North Star Borough

Attachment: FNSB Assembly Resolution 2014-09

http://www.co.fairbanks.ak.us
mailto:mavor@ftisb.us
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By: Luke Hopkins, Mayor
Introduced: 02/13/2014
Adopted: 02/13/2014

FAIRBANKS NORTH STAR BOROUGH  

RESO LUTIO N NO. 2014  - 09

A  R ESO LU TIO N  SU PPO R TIN G  LEGISLATIVE ACTIO N  TO  A D O PT THE  
R E C O M M E N D A TIO N S  CO NTAINED IN RESO LUTIO N 13-01 O F THE ALASKA  

W O RKERS’ C O M PENSA TIO N  BOARD

W H E R E A S , the Alaska Workers’ Compensation Board is a public 
organization that is accountable to the residents, Legislature and Governor of Alaska 
and that acts as the lead agency for adjudicating disputes under the Alaska Worker’s 
Compensation Act, to ensure quick, efficient and fair payments of benefits to injured 
workers at a reasonable cost to employers; and,

W H E R E A S , despite a 14.2%  decline in the frequency of worker’s 
compensation claims over the past 5 years, Alaska has seen its workers’ compensation 
premium rates climb to the highest in the nation; and,

W H E R E A S , workers’ compensation medical costs have increased 25%  
over the last 5 years and are the primary driver in the increase in premium with $0.75  
of every $1.00 spent on workers' compensation benefits being spent on medical cost; 
and,

W H E R E A S , identical medical services paid by a workers' compensation 
claim versus private insurance or self-pay is often multiples higher; and,

W H E R E A S , Resolution 13-01 of the Alaska Workers' Compensation 
Board identifies changes needed to address the escalating workers' compensation 
costs while protecting the rights of workers to fair and reasonable compensation when 
injured while working; and,

W H E R E A S , legislative action to implement the changes recommended in 
Resolution 13-01 of the Alaska Workers' Compensation Board is in the best interest of 
the Fairbanks North Star Borough, its residents, and its employers.

NO W , TH ER EFO R E, BE IT RESO LVED that the Assembly of the 
Fairbanks North Star Borough supports legislative action to adopt the recommended 
changes outlined in Resolution 13-01 of the Alaska Workers' Compensation Board.

Fairbanks North Star Borough. Alaska RESOLUTION NO. 2014 - 09
Page 1 of 2



46 BE IT  FU RTHERED RESO LVED that copies of this resolution shall be
47 sent to the Alaska Interior Delegation and the Honorable Governor Sean Parnell.
48
49 PASSED AND A PPR O VED  TH IS  13TH DAY OF FEBRUARY, 2014.
50

Karl Kassel 
Presiding Officer

ATTEST:

Borough Clerk

51
52 Ayes: Hutchison, Golub, Roberts, Dodge, Davies, Kassel
53 Noes: Lawrence
54 Excused: Sattley, Dukes

Fairbanks North Star Borough. Alaska RESOLUTION NO. 2014 - 09
Page 2 of 2



Alaska Hotel & Lodging Association

M arch 5, 2014

The Honorable Kurt Olson, Chair 
House Labor & Com m erce Committee 
State Capitol, Room 24  
Juneau, AK 99801

Re: Support for HB 316  - W orkers' Compensation Medical Fees  

D ear Representative Olson:

The Alaska Hotel and Lodging Association (AkH&LA) is the leading voice and resource 
for A laska's lodging industry, providing jobs to over 13,000 Alaskans and contributing 
over $52  million in municipal tax revenues each year.

A kH & LA  supports policies that will help Alaska's hospitality businesses succeed. Among 
AkH&LA's priorities for 2014  is support for enacting systemic changes to the Alaska 
workers' compensation insurance statutes to reduce the cost of insurance for employers 
while maintaining effective treatment programs that promote injury recovery and the 
return to full em ploym ent of injured workers.

Alaska's current workers' compensation premium rates at 60 percent above the median 
of U .S . states rank the highest in the nation. Medical costs for work related injuries were  
the largest workers' compensation cost driver comprising $0 .76  of every dollar paid in 
workers' compensation benefits in 2012, as compared to $0 .59  nationwide. A  strong 
and well-trained workforce is Alaskan hoteliers' greatest asset, and such costs are 
working against our ability to produce jobs and remain competitive.

A kH & LA  supports the provisions in HB 316 to address the escalating workers' 
com pensation costs while protecting the rights of workers to fair and reasonable 
compensation when injured on the job.

Sincerely,

Gretchen Kenney, Executive Director 
Alaska Hotel and Lodging Association

330  E. 4th Avenue, Suite 201 -  A nchorage, A K  99501  
Tel: (907) 272-1229 -  F ax (907) 272-1289  -  E m ail: info@ akhla.org

mailto:info@akhla.org


L E G I S L A T I V E  R E S E A R C H  S E R V I C E S
Alaska State Legislature (907) 4 65-3991 phone
Division of Legal and Research Services (907) 465-3908 fax
State Capitol, Juneau, AK 99801 research@IegisstatE.akus

Research Brief
TO: Representative Kurt Olson
FROM: Susan Haymes, Legislative Analyst 
DATE: March 10,2014
RE: Workers' Compensation Medical Fee Rates for Hospitals

LAS Report 14.306

You asked how states that use the resource-based relative value scale for setting workers' 
compensation medical fee schedules determine hospital rates. Specifically, you wished to know 
how rates are determined for inpatient hospitals, outpatient hospitals, and Critical Access 
Hospitals._______________________________________________________

We use the following terminology and acronyms throughout this report:

•  Ambulatory payment classification (APC)

•  Centers for Medicare and Medicaid Services (CMS)

•  Critical access hospitals (CAHs)

•  Medicare's Diagnosis-Related Groups (MS-DRG)

•  Medicare's Outpatient Prospective Payment System (OPPS)

•  Resource-based relative value scale (RBRVS)

At least 32 states have adopted a resource-based relative value scale (RBRVS) fee schedule to reimburse physicians providing 
medical services to injured workers.1 A RBRVS fee schedule is based on the resources a physician uses to provide a medical 
service. Most of the states that use the RBRVS system use the relative value units developed by the Centers for Medicare and 
Medicaid Services (CMS) and then apply a conversion factor to calculate the maximum allowable fee. At the time these states 
adopted the RBRVS for physicians, many of them continued to reimburse inpatient and outpatient hospitals based on the 
amount charged by the facility. During the last decade, however, many states have started using a fee schedule for hospital 
reimbursements based on Medicare's Diagnosis-Related Groups (MS-DRG) system for inpatient stays and Medicare's 

Outpatient Prospective Payment System (OPPS) for outpatient services.

For inpatient services, the CMS "bundles" hospital inpatient services into diagnosis-related groups (DRG), which are groups of 
patients with similar clinical problems that are expected to require similar amounts of hospital resources. The DRGs typically 

include such services as routine nursing, room and board, and diagnostic and ancillary services. Each DRG is assigned a 
relative weight, which reflects the intensity and expected costs of inpatient treatment for patients in that group. To calculate 

the payment, the CMS multiplies the relative weight of the DRG by the base payment rate, which is a dollar figure determined 

by the CMS.2 For cases that involve extraordinarily high costs, the CMS makes adjustments called outliers to the 
reimbursements. Outliers are calculated by multiplying the base payment rate by individual DRG weights and adjusting for

1 The states are Alabama, Arkansas, California, Colorado, Connecticut, Florida, Hawaii, Idaho, Kansas, Kentucky, Maine, Massachusetts, 
Maryland, Michigan, Minnesota, Mississippi, Montana, Nebraska, Nevada, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, 
South Carolina, Tennessee, Texas, Utah, Vermont, Washington, and West Virginia.

2 The base payment rate includes a labor-related component which is adjusted by a wage index to reflect area differences and a nonlabor- 
related (also called capital-related) component, which is adjusted by an inflation factor.



local conditions. Typically, workers' compensation programs use the DRGs published in the MS-DRGs Definitions Manual, but 
apply their own base rate or conversion factor as determined by the state.

Similar to the DRGs for inpatient services, packaging or bundling is also a critical feature of the OPPS. The unit of payment 
under the OPPS is the ambulatory payment classification (APC). The CMS assigns individual services to APCs based on similar 
clinical characteristics and similar costs. The CMS determines the payment rate by multiplying the APC relative weight for the 

service by a conversion factor. The conversion factor translates the scaled relative weights into dollar payment rates. Similar 
to inpatient services, states that use the OPPS for workers' compensation often use the APCs as adopted by Medicare, but 
apply their own conversion rate determined by the state.

Not all hospitals are subject to reimbursement under the DRS or OPPS methodologies. Many states use a percentage of cost 
method to reimburse children's, Veteran Administration, military, rehabilitation, and critical access hospitals for inpatient and 
outpatient services. Critical access hospitals (CAHs) are small hospitals located in a rural area that have been certified under 
Medicare Conditions of Participation (CoP). Some of the requirements for CAH certification include having no more than 25 
inpatient beds, offering 24-hour, 7-day a week emergency care, maintaining an annual average length of stay of no more than 

96 hours for acute inpatient care, and being located in a rural area. The CAH Certification allows these facilities to receive 
cost-based reimbursement from Medicare, instead of standard fixed base rates.3

We selected five states—California, Colorado, Idaho, North Carolina, and Washington—as examples, and briefly describe the 
workers' compensation hospital fee schedule for each state below.4 All five states have adopted the DRG methodology for 
most inpatient hospitals, while four of the states have adopted the OPPs for most outpatient facilities. Idaho uses one 
conversion factor for all inpatient hospitals and one for all outpatient services. Each of the other states assigns a conversion 
factor or base payment rate to each hospital based on a combination of the CMS standard conversion factor, the hospital's 
wage index factor, and an inflation factor.

All five states have critical access hospitals. In California, Colorado, and Idaho, the CAHs are exempt from the DRG and OPPS 

methodologies; the CAHs are, instead, reimbursed by a percentage of the amount billed for services. Washington and North 

Carolina use the DRG system for inpatient services at critical access hospitals and the percentage of cost method for 
outpatient services.

California

In 2013, California adopted an RBRVS fee schedule for workers' compensation to reimburse physicians. At the same time, the 
state adopted a MS-DRG and OPPS system for inpatient and outpatient facilities, repectively. The maximum payment for 
inpatient medical services rendered after January 1,2013, is determined by multiplying 1.2 (workers' compensation 

multiplier) by the product of the hospital's adjusted composite factor (base payment rate) and the applicable DRG relative 

weight as published by the CMS. Each hospital is assigned an adjusted composite factor based on CMS's standard labor and 
capital-related rates adjusted by the hospital's wage index rate and the inflation rate, respectively. The adjusted composite 

factor also includes provisions for teaching and serving low-income patients (8 CC.R. § 9789.22). For example, California law 
also includes a provision for an additional reimbursement for outliers—those admissions with extraordinary cost.

3 More information on CAHs is available at http://www.hrsa.gov/healthlt/toolbox/RuralHealthlTtoolbox/lntroduction/critical.html.

4 We describe the basic formulas used by each state to reimburse for inpatient and outpatient services. Each state has also adopted provisions 
that address organ implants, acute care, patient transfers, hardware implants, and numerous other factors. In short, numerous factors are in play 
and, depending on the medical services required, reimbursement procedures can be extremely complex.

Legislative Research Services, LRS14.306__________
Workers'Compensation Medical Feb Rates for Hospitals
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For outpatient services rendered after January 1,2013, the formula for reimbursement is 1.22 (workers' compensation 
multiplier for outpatient departments) or 0.82 (multiplier for ambulatory surgical centers) multiplied by the product of the 
APC relative weight as published by the CMS, and the hospital's adjusted conversion. The adjusted conversion factor 
incorporates the standard conversion factor, wage index and an inflation factor (8 C.C.R. § 9789.33).5 Critical access, 
children's, certain cancer, Veteran Administration, long-term care rehabilitation, and out-of-state hospitals are paid on a 

reasonable cost basis for both inpatient and outpatient services

Colorado

Colorado's Division of Workers' Compensation (DWC) reimburses children's, Veteran Administration, and State psychiatric 
hospitals at 100 percent of billed inpatient charges. Critical access hospitals, Medicare-certified long-term care facilities, 
Colorado Department of Public Health and Environment (CDPHE) licensed rehabilitation facilities, and CDPH licensed skilled 
nursing facilities are reimbursed at 80 percent of billed inpatient charges.6 All other inpatient facilities are reimbursed by 
applying the relative weight assigned to the MS-DRG from the CMS and the specific hospital's base rate as published by the 

DWC in the following formula:

(MS-DRG Relative Weight x Specific hospital base rate x 185 percent) + (trauma center activation 
allowance) + (organ acquisition when appropriate) = maximum fee allowance.7

Colorado law also includes a provision for an additional reimbursement for outliers, or those admissions with extraordinary 
cost. A hospital may be eligible for outlier costs if the hospital's cost minus the maximum fee allowance (excluding any trauma 
activation or organ allowance) Is greater than $24,104 (7 CCR1101-3, Rule 18-6(1] [3] [d]).

Outpatient hospital services include all outpatient surgery, emergency room services, clinics, Urgent Care, and diagnostic 
testing. Children's, Veteran Administration, and State psychiatric hospitals are reimbursed at 100 percent of billed outpatient 
charges. Critical Access Hospitals and certain primary rural health clinics are reimbursed at 80 percent of billed outpatient 
charges. All other outpatient surgery facilities are reimbursed based upon Medicare's OPPS as modified by Colorado's DWC. 
Under the formula, the Outpatient Hospital Ambulatory Prospective Payment Codes (APC) is multiplied by the DWC 
conversion rate to determine a dollar value for the services (Rule 18-6[J][3]). Certain surgical procedures performed at 
outpatient hospitals may warrant a separate facility fee. The total maximum facility value for an outpatient surgical episode is 

the highest valued APC plus 50 percent of any lesser-valued APC code values.

Idaho
The Idaho Industrial Commission also uses the MS-DRG and OPPS methodology for calculating inpatient and outpatient 
hospital reimbursements for most of its facilities (IDAPA 17.02.09 § 032).8 Critical access and rehabilitation hospitals are 
reimbursed at 90 percent of the amount charged for both inpatient and outpatient services. The formula for other inpatient 
facilities is calculated by multiplying the base rate by the current MS-DRG weight for that service. Idaho has a single base rate 
($10,000) for inpatient services. Inpatient services that do not have a relative weight are paid at 85 percent of the reasonable 

charge.

s California regulations for outpatient reimbursements can be accessed at 
http://www.dir.ca.gov/dwc/DWCPropRegs/AwbulatorySurglcalCenterAlospitalOutpatlentDepartrnentsandASCregulationstopost-aeanveKion.pdf.

6 Colorado hospital fees rules (Rule 18) can be accessed at http://www.coworkforce.com/dwc/rules/WordVersions/Rule_18.asp.

7 Rule 18-6(l)(3)(c).

* Idaho's medical fee schedule rules can be accessed at http://adminruies.idaho.gov/ruies/current/17/0209.pdf.

Legislative Research Services, LRS14306_________
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Reimbursements for outpatient services provided by hospitals (other than critical access and rehabilitation hospitals) and for 
services provided by ambulatory surgical centers (ASC) are calculated by multiplying the base rate by the Medicare APC 
weight in effect on the first day of January of the current calendar year. The base rate for hospital outpatient services is $138. 
The base rate for ASC services is $90. Medical services that do not have an APC weight assigned are reimbursed at 75 percent 
of the amount charged.

North Carolina

The North Carolina Industrial Commission also uses reimbursement rates for inpatient hospital services guided by Medicare's 
DRG methodology, but does not use the OPPS for outpatient services (04 NCAC 10J.0101). Inpatient hospital services are 
reimbursed according to the MS-DRG fee schedule that has been adopted for the North Carolina State Health Plan.9 The 

amount paid, however, is subject to a payment range when the DRG allowance falls below charges or when the DRG exceeds 
charges. The maximum end cap is 100 percent of the hospital's charges, while the minimum end cap is 75 percent of charges 
for hospitals other than critical access hospitals. For CAHs, the minimum rate is 77.07 percent of the amount charged.

Outpatient services for all hospitals are reimbursed based on the hospital's actual charges, subject to a percentage discount. 
For hospitals other than CAHs, the payment is 79 percent of the hospital's billed charges. For CAHs the outpatient 
reimbursement rate is 87 percent of billed charges. The reimbursement rate for ambulatory surgical centers is 79 percent of 
billed charges.10

Washington

Washington also uses DRG payment methods to reimburse most hospitals, including CAHs, for inpatient services.11 Children's 
hospitals, Health Maintenance Organizations, Military, Veteran Administration, and state psychiatric facilities are reimbursed 

based on a percent of allowed charges (POAC) system.12 For those hospitals subject to the DRG system, the payment rate is 
calculated by multiplying the assigned Medicare DRG relative weight by the hospital's applicable base rate assigned by the 

Washington Department of Labor and Industries.

For outpatient services, Washington also uses the OPPS methodology for certain hospitals (children's, military, Veteran 
Administration, rehabilitation, cancer, and critical care hospitals) are exempt from the OPPS and are reimbursed by the 

percent of allowed charges system. The OPPS payment rates are calculated with a formula that blends a hospital-specific rate 

and a statewide rate. The statewide rate is based on the sum of all APC payments for the covered hospitals minus the sum of 
outlier payments divided by the sum of APC relative weights. The hospitals-specific rate is calculated by subtracting the 

outlier APC payments for a specific hospital from the total APC payments for that same hospital and dividing that number by 
the hospital's APC relative weights (WAC 296-23A-0720). The payment is the APC relative weight multiplied by the blend of 
the hospital-specific rate and the statewide rate.

We hope this is helpful. If you have questions or need additional information, please let us know.

9 The State Health Plan provides health care coverage to teachers and state employees.

“  North Carolina medical fee regulations are available at http://www.lc.nc.gov/NI2.pdf.

11 Washington workers' compensation regulations governing hospitals can be accessed at http://apps.leg.wo.gov/wac/default.aspx?cite=296-
23A.

12 The department's POAC factors are based on Medicare cost report data and are calculated by dividing adjusted operating expenses by 
adjusted patient revenues. The amount paid is the hospital's POAC factor multiplied by the allowed charges (WAC 296-23A—0310).

Legislative Research Services, IRS14306_________
Workers' Compensation Medical Fee Rates for Hospitals
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A l a s k a  C h a m b e r

March 5, 2014

The Honorable Kurt O lson
Labor & Commerce Committee Chairman
Alaska House o f Representatives
State Capitol, Room 24
Juneau, Alaska

Re: House Bill 3 1 6 - W orkers' Compensation M edical Fees 

Dear Representative O lson:

The mission o f the Alaska State Chamber o f Commerce (Alaska Chamber) is to promote a 
positive business environm ent in Alaska. The Alaska Chamber represents hundreds o f 
businesses, manufacturers and local chambers from across Alaska. O ur members support 
legislation that updates and clarifies laws, provides regulatory certainty, and that generally 
improves Alaska's business climate.

Reducing workers' compensation costs in Alaska w ill benefit all Alaskans by making 
Alaska more com petitive  in creating and m aintain ing jobs. Given the fact that medical 
costs comprise 75 cents o f each dollar spent on workers' compensation benefits in Alaska, 
the Alaska Chamber believes House Bill 316 (HB 316) correctly raises the im portant issue 
o f the workers' compensation medical fee schedule.

The Alaska Chamber supports systemic changes to the Alaska workers' compensation 
insurance statutes to reduce the cost o f insurance for employers w h ile  emphasizing 
effective treatment programs that promote in ju ry recovery and the return to fu ll 
em ploym ent for in jured workers. In addition to addressing the medical fee schedule, we 
believe comprehensive workers' compensation reform should include evidence based 
treatment guidelines, return to w ork guidelines, d irection o f care, u tiliza tion  review and an 
effective and streamlined dispute resolution system.

W h ile  HB 316 is singularly focused on the medical fee schedule, it is an im portant piece 
o f the overall workers' compensation system. As such, the Alaska Chamber appreciates 
the opportun ity to provide input on the legislation. The fo llow ing  comments are offered in 
an effort to strengthen the proposed legislation toward our p rio rity  goal o f enacting 
comprehensive changes to Alaska's workers' compensation system, reducing workers' 
compensation costs and making Alaska more competitive.

471 VV. 36th Ave., Suite 201, Anchorage, AK 99503 • (907) 278-2722 • alaskachamber.com 1



A l a s k a  C h a m b e r

>  Articu late the goal and measure progress.
HB 316 empowers the W orkers' Compensation Board (Board) to set medical fee 
schedules, but does not provide guidance as to what the goal in setting the schedules 
should be. The Board was not established to contemplate, much less determine, 
medical fees fo r service. If the Board is given this responsibility, we recommend the 
Legislature state its po licy  goal in the legislation as w e ll as outline a required robust, 
clear and pub lic  process to adopt fee schedules.

There is no w ay to measure success w ithou t defining w hat the purpose and goals are 
o f changing how  fee schedules are determined. The Alaska Chamber believes the goal 
should be a reasonable fee schedule that lowers overall workers' compensation costs 
and makes Alaska more com petitive.

As an organization that represents all businesses, inc lud ing those that pro fit from 
workers' compensation claims, it is im portant for a fee schedule to be reasonable. A 
reasonable fee schedule should mean tw o things. First, workers' compensation 
medical fees should be com petitive w ith  fees charged for the same services paid 
through other means. Second, businesses should be able to cover the ir costs, whether 
paying for a workers' compensation c la im  or servicing a cla im , and make a reasonable 
profit. It is these profits that a llow  businesses to maintain and create new jobs.

>  Incorporate adoption of evidence based treatm ent guidelines and utilization review.
The Alaska Chamber is concerned that w ithou t a ligning medical fee schedule changes 
w ith  evidence based treatment guidelines that address u tiliza tion  and frequency any 
cost re lie f w il l be m inor and temporary. Evidence from others states adopting new 
medical fee schedules indicate that after an in itia l drop in medical costs, frequency of 
treatment increases dram atically and the overall medical costs remain the same or 
rise.

Currently Alaska's workers' compensation law has been interpreted in such a way as to 
a llow  un lim ited  medical treatment, regardless o f effectiveness or necessity, in the first 
tw o  years after a w orkp lace injury. This sim ply drives costs skyward. Evidence based 
treatment guidelines and u tiliza tion  review can support an in jured worker's recovery 
and return to w o rk  w h ile  protecting employers from lim itless unwarranted medical 
costs.

The Alaska Chamber believes that u tiliza tion  and frequency standards must be part 
and parcel to a new fee schedule based on relative values. A  process for utilization 
review to address ineffective, outdated diagnostics and/or experimental treatments 
should be established and objective, evidence-based treatment guidelines should be 
adopted. The O ffic ia l D isab ility  Guidelines (ODG) or American College of 
O ccupational and Environmental M edicine (ACOEM) guidelines could  be adopted for 
this purpose. A lternative ly or add itionally, a group o f doctors, or a medical director 
w ho works for the Board could  develop such guidelines.

471 W . 36th Ave., Suite 201, Anchorage, AK 99503 •  (907) 278-2722 •  alaskachamber.com 2



A l a s k a  C h a m b e r

>  Require input from  the M edical Services Review Com m ittee (MSRC).
The Board, by statutory design, does not have the expertise to set the relative value 
m u ltip lie r. The Alaska Chamber believes that the M edical Services Review Committee 
(MSRC) w ith  representatives from business, labor and the medical provider industry 
could  provide valuable inform ation to the Board to assist in setting a reasonable 
m u ltip lie r.

Thank you for the opportun ity to provide input on HB 316. W e look forward to w orking 
w ith  you to  reform Alaska's workers' compensation system.

Sincerely,

Rachael Petro 
President/CEO

471 W. 36th Ave., Suite 201, Anchorage, AK 99503 • (907) 278-2722 • alaskachamber.com 3
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P u b l i c  E n t i t y  
i n s u r a n c e

418 Harris Suite 401 
Juneau, AK  99801

Phone: (907) 523-9400 
Fax: (907) 586-2008 

vvww.akpei.com

March 7, 2014

The Honorable Kurt Olson, Chair,
House Labor & Commerce Committee 
Alaska State Capitol 
Juneau, AK 99801 
Sent by em ail

Re: Support for House Bill 316 

Dear Chair Olson:

I am the CEO of Alaska Public Entity Insurance (APEI), one of the two joint 
insurance associations, or pools, in Alaska that provide workers’ compensation, property, 
and liability coverage for Alaska’s school districts and municipalities. I am writing in 
support of HB 316.

APEI did a study in October 2011, shortly after the current statute went into 
effect, comparing medical costs in our workers’ compensation claims already paid for the 
preceding year with what would be paid under the new law. We found that medical costs 
for identical services were up approximately 46%. A similar study by the Division of 
Risk Management found the same 46% medical cost increase with respect to injured state 
workers. Since medical costs constitute over 70% of claim costs in Alaska, this 2011 
change is having a serious impact on premium rates paid by all Alaska employers. APEI 
rates have been rising at a rate of 10% per year, even though claim frequency is down. 
Alaska currently pays the highest workers’ compensation premiums in the country. High 
premiums are a drain on resources in both the public and private sectors.

APEI supports the 2009 recommendations of the Alaska Medical Services Review 
Committee, including use of the Relative Value Scale Method, for setting workers’ 
compensation medical fees in Alaska.

Thank you for the opportunity to comment on HB 316.

Sincerely,

Jeffrey W. Bush, CEO



A L A S K A  S U R G E R Y  C E N T E R

March 5,2014

I’m sure we all agree there is a need to address the Worker Compensation healthcare costs in 
Alaska. There is also a need to create a basis for fair reimbursement for services rendered, but 
this does not get accomplished by giving the Worker Compensation Board full authority over the 
decisions to set the fee schedule.

While listening to the Worker Compensation Board discussions, it was stated that approximately 
10% of the total Worker Compensation Healthcare spend is due to physician re-dispensing of 
medications to patients at an extremely high dollar value as compared to other retail chains that 
provide the same medications at a much lower cost. I believe the state would benefit by 
establishing a network with pharmacies. This would offer several low cost options for patient’s 
prescriptions, but would only be beneficial, if  the patient was held accountable to be part of the 
solution and it was mandatory to use the designated pharmacies.

Another area o f opportunity to reduce the cost of healthcare for Worker Compensation 
beneficiaries is to not pay the Alaska Worker Compensation fee schedule rates to physicians 
providing care in other states. They should be reimbursed at the local rate where the services are 
provided.

As the Administrator of an Ambulatory Surgery Center, I see many Worker Compensation 
claims and understand the cost can be significant Ambulatory Surgery Centers provide a cost 
effective option to bigger facilities and the specialized care allows the patient greater access, thus 
returning the patient back to work sooner.

Allowing those who are responsible for paying for the services provided, to decide what the 
reimbursement should be is unacceptable and no other industry allows the payer to set the prices. 
Imagine a board o f physicians being given the full authority to set the cost for construction 
projects, or wages for workers, or the price of a new vehicle.

I am sure there are many more options, all of which, can easily be implemented and immediately 
create a significant savings for the healthcare services rendered to injured Alaskan workers. Our 
goal is to continue providing the best and most cost effective care to all Alaskans, and we want 
to be part of the solution.

Sincerely,

Kevin Barry, MHA
Administrator / CEO- Alaska Surgery Center

4100 Lake Otis Parkway, Suite 222 Anchorage, A K  99508 (907) 550-6100
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Honorable Kurt Olson, Chair 
House Labor & Commerce Committee 
Alaska State Capitol 
Juneau, AK 99801

RE: Support for House Bill 316

Dear Chairman Olson:

We understand the myriad challenges that exist in the Worker’s Compensation system. Among 
the most important considerations from the perspective of the largest labor organization in the 
state is that injured workers have as few obstacles as possible to getting effective treatment 
from the medical community in Alaska.

Of course, higher medical costs drive higher premium rates. However, HB 316 attempts to 
address the balance between the cost component and assuring access for injured workers to a 
willing and available medical provider community.

As a participant in the Alaska Medical Services Review Committee I supported and still support 
use of the Relative Value Scale Method the committee recommended in 2009 and which HB 
316 seeks to adopt.

Mr. Chairman, I would also respectfully request that you consider amending Sec. 
23.30.095.(i)(5) under the Medical treatments, services, and examinations section. Currently, 
this provision calls for “four public members who are not within the definition of "health care 
provider.” While I currently sit as one of those public members, there is no guarantee it will be 
filled by someone from organized labor in the future. As the only advocate organizations for 
workers, that provision should be enshrined in the statute to assure someone who represents 
organized labor has a seat at the table. Please consider this simple amendment.

Thank you for your consideration.

Respectfully,

Vince Beltrami 
President



A  l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street • Anchorage, Alaska 99508 • (907) 562-0304 • (907) 561-2063 (fax)

March 24, 2014

Honorable Kurt Olson 
Alaska House of Representatives 
State Capitol Room 24 
Juneau, AK 99801

RE: House Bill 316 March 24 Proposal 

Dear Representative Olson:

Thank you for your continued efforts to reform the workers compensation system and for your willingness to 
work with the Alaska State Medical Association (”ASMA”). The medical community are Alaska businesses 
many of which are “small businesses” that employ thousands of people, contribute to the economy and also 
understand the cost of workers’ compensation from a business cost perspective. In short, we appreciate the cost 
impact of workers’ compensation insurance and are not opposed to looking for responsible ways to reduce the 
cost burden to businesses while protecting patient care.

In our letter of March 12 commenting on HB 316 we outlined our concerns regarding the establishment of a fee 
schedule around the broad goals of accountability, policy and process.

Although the latest proposal did not adopt our suggested process we believe that the proposal establishes a 
sufficient public process that will assure accountability. Specifically, we believe having the Medical Services 
Review Committee (“MSRC”) develop the fee schedule conversion factor or factors will allow for a robust 
public process and that having the Commissioner of Labor involved in approving the work of the MSRC will 
provide appropriate accountability. Although we didn’t see the need to involve the Workers’ Compensation 
Board in the process your proposal to utilize the Board as an additional check with the ability to approve or 
disapprove, like the Commissioner, will provide additional accountability. Our main concern along with having 
Commissioner level approval was ensuring that the development of the conversion factor allowed for a robust 
public process and your proposal accomplishes this goal.

The last item that we raised was the establishment of the policy that the fee schedule is attempting to 
implement. We appreciate that this is a difficult task to draft into a statute and will continue to work with you on 
this as the bill moves through the process. Workers’ Compensation fee schedules should not result in subsidized 
care and should reflect the need for medical providers to earn a profit. We continue to believe that the 
legislature should clearly articulate this policy.



Thank you for your efforts and ASMA supports your latest proposal moving forward.

Sincerely,

Jana Cole, MD
President -  Alaska State Medical Association



A laska 
M u n ic ip a l  

■  L eague 2 5 ye
ar

s

JIAl Jo in t  I nsurance 
A ss o c ia tio n . I nc .

Celebrating 
Our Members

807 G Street, Suite 356 Anchorage, Alaska 99501 

T 907.258.2625 F 907.279.3615 Toll Free in AK 1.800.337.3682 www.amljia.org

March 1, 2014

The Honorable Representative Kurt Olson and 
M em bers of the House Labor and Commerce Comm ittee 
State Capitol Room 24 
Juneau, Alaska 99801

RE: Support HB 316

Dear Rep. Olson and members of the committee,

On behalf o f the members o f the Alaska Municipa l League Joint Insurance Association (AMLJIA), I would 
like to voice our support o f HB 316.

The AMLJIA is a jo in t insurance arrangement organized under AS 21.76. W ith approximately 156 
m ember municipalities and school districts pooling for workers' compensation coverage, these political 
subdivisions share w ith the private sector the financial burden imposed by the highest workers' 
compensation rates in the country. Alaska's econom y is suffering as a result.

Clearly, the current system is ineffective at controlling costs. In the last five years, medical costs have 
risen 25 percent, while the frequency of workers' compensation claims has declined over 14 percent. 
Medical costs are the primary driver o f workers' compensation loss costs. Approxim ately 75 percent of 
loss costs in the system are medical-related.

House bill 316 advances recom mendations made by the Medica l Services Review Com m ittee and the 
Alaska W orkers' Compensation Board (AWCB), and supported by the Alaska State Chamber of 
Commerce, the Alaska Council o f School Adm inistrators and many, many other individual businesses, 
associations, school districts, and local government entities.

The bill adopts a fee schedule based on the cost o f treatm ent or procedures using a system created by a 
multi-d isciplinary team  o f researchers from Harvard University which included statisticians, physicians, 
econom ists and m easurement specialists. This Resource Based Relative Value Scale (RBRVS), 
constitutes the basis fo r M edicare and M edica id 's payment schedule, nearly all group health, health 
maintenance organizations as well as nearly two-th irds o f the state workers' compensation systems.
The American M ed ica l Association (AMA) owns and updates the RBRVS periodically.

Under this system, the A M A  assigns a Relative Value Unit (RVU) to each treatment code. The RVU is 
based on three separate factors: estimated physician work/time, physician expense associated with the 
procedure and malpractice expense. The RVU is then multip lied by a conversion factor to determ ine 
the am ount o f payment. HB 316 would require th is conversion factor and the fee schedule to be 
adjusted annually to fit Alaska by the AWCB.

□

http://www.amljia.org
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While in its present form, HB 316 does not directly address utilization, opioid abuse, the vocational 
rehabilitation process or employer-directed care, HB 316 takes a very positive step towards addressing 
the number one issue affecting rates: medical costs.

Please help fix Alaska's workers' compensation problems. Support HB 316.

Thard< you,

Kevin Smith 
Executive Director

JO IN T  IN S U R A N C E  A S S O C IA T IO N , INC, ■ 1  

Building on Tradition. Protecting Your Future. ! ■ £ !
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March 14, 2014

Davis Peterson MD, President,

Alaska State Orthopedic Society

Rep. Kurt Olson, Chair

House Labor and Commerce Com m ittee

Rm24, State Capitol

Juneau, AK, 99801

Dear M r. Chairman,

W ith  regards to  HB 316, our prim ary concern revolves around transfer o f ra te  setting powers from  the 

legislative branch to  the executive branch o f our state governm ent. As w ritte n , the w orker's 

compensation board w ill have final au thority  to  establish a fee schedule w ith  input from  an advisory 

group also appointed by the  executive branch. Public input is critical to  the  process, and access to  the 

board w ilt likely be lim ited  to  the  advisory board.

It is ou r recom m endation tha t fina l decisions regarding rate setting be entrusted  to  a Commissioner 

level board, accessible to  the public, and tha t fee schedules be indexed to  private insurance rates, 

regardless o f the coding m ethodology selected.

Our elected legislators rem ain our prim ary po in t o f access in to state governm ental processes.

Thank you,

Davis Peterson MD

lx:slie P. Dean. M.O. i Richard W. Garner. M.D. I John K. Lapkass. M.l), I Richard I). McKvoy. tVi.D. I Declan R. Nolan, M.P. 
Davis Peterson. M.D. I Douglas I*. Provost. M.D. I Adrian It. Rvnu. M.D. I Gregory I.. Schumacher. M.D. I Bradley L. Sparks, M.D. 

Upshur M. Spencer. M.D. I Kenned) C. Thomas, M.D. I Stephen S. Tower. M.D. I Thomas 1‘. Vasilcff, M.D.
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ALASKA STATE HOSPITAL &
NURSING HOME ASSOCIATION

MAR D 6 2014 
l'J-5

The Honorable Kurt Olson 
House o f Representatives 
Alaska State Capitol 
Juneau, Alaska 99801-1182

Dear Representative Olson:

As you are very much aware, Alaska’s workers’ compensation costs are the highest in the 
country. Hospitals and nursing homes are the largest or among the largest private sector 
employers in their communities and in the state. As large employers, we feel the burden of 
workers’ compensation costs, which affect our competitiveness and cost structure. We are 
also health care providers, which gives us a unique perspective on this issue.

The Alaska State Hospital and Nursing Home Association believes that workers’ 
compensation reform must be addressed and that this bill represents an important 
component o f that overall effort. We would, however, like to share with you some concerns 
regarding the current draft o f  the bill and to offer our assistance in resolving those issues.

First, large, acute care facilities are paid under the Medicare Prospective Payment System.
This bill contemplates the base Medicare fee schedule increased by a multiplier. Hospitals 
paid under this methodology, however, are not all paid the same rate due to a variety of 
add-ons that can increase reimbursement. In addition, certain rehabilitation services are 
also reimbursed differently. Given that complexity, the impact o f the proposed change to 
the fee schedule needs to be fully understood and an appropriate methodology needs to be 
in place to account for these differences in payment.

We are also concerned about the Workers’ Compensation Board having complete 
discretion to set a multiplier. The board does not have a sufficient number of members with 
health care experience or with knowledge of health care financing. Our concerns could be 
resolved by language directing the Workers’ Compensation Board to set a multiplier that 
would approximate commercial rates or setting some further policy direction in statute that 
gives the board guidance in determining a multiplier. National actuarial firms could be 
hired to advise the board on prevailing commercial rates or to assist the board in carrying 
out statutory direction.

Second, not all health care facilities are paid by Medicare under the Prospective Payment 
System. We are concerned that paying all facilities based on a payment methodology that

A N C H O R A G E  1049 w  5t h  A v e . ,  S u i t e  i o o ,  A n c h o ra g e  A K  99501 t e l  907,646.1444 J U N E A U  426 M a in  S t . ,  J u n e a u ,  A K  99801 t e l  907.586.1790
ashnha.com

March 4, 2014



only applies to some o f them would result in significant problems.

• Critical Access Hospitals (CAHs) in our smaller communities receive cost-based 
reimbursement from Medicare, recognizing that their cost structure is very different 
than that o f a large PPS hospital and they provide critical life-saving services in 13 
Alaskan communities. A Medicare schedule based on PPS hospital reimbursement 
would not be appropriate for these facilities and any proposed fee schedule should 
reflect their unique situation. It is highly likely that payment to CAHs by the 
workers’ compensation system is a small dollar amount; however, these facilities 
allow patients to remain close to home for their care. The State of Idaho has 
adopted a Medicare-based fee schedule for hospitals, but has specifically provided 
an exemption for Critical Access Hospitals.

•  Medicare does not pay for a significant percentage o f skilled nursing facility care, 
so using a Medicare-based fee schedule does not make sense for this category of 
facility. Most skilled nursing facilities have a very significant percentage o f 
Medicaid, which is a cost-based reimbursement system. As with CAHs, there is 
likely very little payment to skilled nursing facilities from workers’ compensation. 
However, workers’ compensation patients deserve access to these services close to 
home. Changing the language to reflect that skilled nursing facilities should be paid 
Medicaid rates would resolve this issue.

•  Reimbursement o f health services, including health services covered under workers 
compensation, provided in tribal health facilities is subject to the provisions of 
Section 206 o f the Indian Health Care Improvement Act, Pub. L. 93-638, as 
amended, 25 U.S.C. § 1621e. Under this provision o f federal law, tribal health 
programs must be paid their reasonable charges or the highest amount paid to other 
providers, whichever is higher. This same provision o f federal law also 
expressly makes the laws o f any state inapplicable to payments to tribal facilities.

We are concerned that paying these facilities on the same fee schedule as PPS hospitals 
could potentially result in inappropriately low reimbursement and thus would recommend 
that they be exempt. It is possible that these concerns could be resolved another way, and 
we are open to other approaches. Attached for your reference is a breakdown of Alaska’s 
hospitals and nursing homes that shows the numbers o f CAHs, tribal facilities, skilled 
nursing facilities and PPS facilities.

Finally, we urge you to consider incorporating health care management principles such as



evidence-based medicine and utilization review into the legislation. Price is one component 
o f  health care costs, but equally important is sound health care management. Absent such a 
framework, it is not clear that fee schedule change alone will accomplish the goal o f cost- 
containment.

Again, we thank you for addressing this important issue for Alaska’s employers and we 
want to work cooperatively with you on the issues we have raised in this letter.

Sincerely,

Karen Perdue 
President/CEO



ALASKA'S HOSPITALS AND NURSING HOMES - 2014

LONG
ORGANIZATION LOCATION ACUTE

TERM
SWING OTI-ER

Alaska Native Medical Center Anchorage 150 Tribal
Alaska Pioneers Home Six Homes
Alaska Psychiatric Institute Anchorage 80
Alaska Regional Hospital Anchorage 254
Alaska VA Healthcare System Anchorage 74 Outpatient
Bartlett Regional Hospital Juneau 55
Bassett Army Community Hospital Fort Wainwright 43 Military
Central Peninsula General Hospital Soldotna 62 8
Cordova Community Medical Center Cordova 13 10 4 CAH
Denali Center Fairbanks 90
Fairbanks Memorial Hospital Fairbanks 152
Heritage Place Soldotna 60
Kanakanak Hospital Dillingham 16 4 Tribal/CAH
Ketchikan PeaceHealth Medical Ketchikan 25 29 CAH
Maniilaq Health Center Kotzebue 17 Tribal/CAH
* Mat Su Regional Medical Center Palmer
North Star Behavioral Health Anchorage 108 Psych/Subs Abuse
Norton Sound Health Corporation Nome 19 15 Tribal/CAH
Petersburg Medical Center Petersburg 12 15 5 CAH
PrestigeCare and Rehabilitation Anchorage 102
Providence Alaska Medical Center Anchorage 340
Providence Extended Care Center Anchorage 96
Providence Horizon House Anchorage 77 Assisted Living
Providence Kodiak Island Medical Kodiak 25 19 25 CAH
Providence Seward Medical and Care Seward 6 43 6 CAH
Providence Transitional Care Center Anchorage 55
Providence Valdez Medical Center Valdez 10 10 10 CAH
Samuel Simmonds Memorial Hospital Barrow 14 Tribal/CAH
SEARHC/Mt Edgecumbe Hospital Sitka 27 Tribal
Sitka Community Hospital Sitka 12 15 12 CAH
South Peninsula Hospital Homer 22 25 4 CAH
St. Elias Specialty Hospital Anchorage 60
Tanana Valley Clinic Fairbanks Ambulatory
USAF 3rd Medical Group - Elmendorf Elmendorf AFB 59 Military
Wildflower Court Juneau 57
Wrangell Medical Center Wrangell 8 14 4 CAH
Yukon-Kuskokwim Delta Regional Bethel 50 18 Tribal
*MatSu Regional Medical Center is nota member of ASHNHA.
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Workers' Compensation Committee of Alaska
PO BOX 200631 ANCHORAGE, ALASKA 99520

Em ail: w ork ersco m pcom m itteeofa lask a@ gm ail.co m

March 6, 2014

The Honorable Kurt Olson 
House o f Representatives 
Alaska State Capitol 
120 Fourth Street 
Juneau, AK 99801-1182

RE: HB 316

Dear Representative Olson:

The Workers' Compensation Committee o f Alaska (WCCA), an employer advocacy organization, wants to thank you for all your 
efforts in trying to achieve some meaningful workers’ compensation reform. Though we support HB 316 as written we do have 
the following concerns and recommendations:

•  W hile HB316 reduces medical costs initially, other states that set medical fee schedules with no treatment guidelines 
have found after the fees are reduced, treatment frequency and modalities increase. We believe the same will happen 
in Alaska and recommend treatment guidelines and frequency standards be developed to ensure treatment is 
reasonable, necessary and begets positive outcomes for the patient in a reasonable timeframe.

• The board should take input from the Medical Services Review Committee (MSRC) to set the relative value multiplier, 
as the MSRC has representatives from the medical community (as well as business and labor) and the Board does not. 
W e feel medical community representation will bring more o f their buy-in to the relative value multiplier.

Thank you for allowing us to share our concerns and recommendations. We look forward to continue working with you on 
A laska’s workers compensation reform. In that vein, w e recommend two additional changes to the workers’ compensation 
system that we feel will have positive outcomes for injured workers and will reduce costs to employers Immensely:

•  AS 23.30.095(a) needs to  be com p le te ly  rew ritten. The Alaska Supreme Court in its Weidner v. Hibdon. [989 P.2d 
727 (1999)] decision set precedent of virtually automatic coverage for medical costs in the first two years after a 
workplace injury. The Hibdon decision has completely changed the application and meaning of the law.

•  Eliminate the vocational rehabilitation system as it currently exists.

Thank you again fo r your efforts to help Alaska business!

Workers Compensation Committee of Alaska

CHUCK BRADY, PRESIDENT AND TREASURER; TOMMIE SAVINA, VICE PRESIDENT; 
STEPHANIE ASLAKSON, SECRETARY

mailto:workerscompcommitteeofalaska@gmail.com


F a i r b a n k s  N o r t h  S t a r  B o r o u g h  O ffic e  o f  the M a yo r

809 Pioneer Road P.O. Box 71267 Fairbanks, AK 99707-1267 (907) 459-1300

Representative Kurt Olson, Chair 
House Labor & Com m erce Com m ittee  
State Capitol, Room 24  
Juneau, AK 99801

RE: Support for HB 316  - W orkers' Compensation Fees for Medical Treatm ent and

Thank you for the opportunity to com m ent on the above referenced proposed 

legislation. The  Fairbanks North Star Borough administration supports the proposed 
changes as identified by the W orkers’ Compensation Board in Resolution 13-01 dated  

S eptem ber 27, 2013 , and the subsequent legislative changes proposed in H B 316.

T h e  lack of cost containment for workers’ compensation related expenses continues to 

increase the financial burden of this important and necessary program. Having the 
ability to limit fees and other associated charges to a reasonable amount would be 

financially beneficial to all state em ployers. As proposed, allowing the board to adopt a 
fe e  schedule using quantified data, based upon federal Centers for M edicare and 

M edicaid Services scales is a positive change and has our full support.

The Fairbanks North Star Borough Assembly passed a resolution on February 13, 2014  

supporting the provisions expressed by the W orkers’ Compensation Board in its 
Septem ber 27, 2 0 1 3  resolution. A  copy of the Assembly resolution is attached.

February 28, 2014
Fax:(907)459-1102 

www.co.fairbanks.ak.us 
Email: mavor@ftisb.us

Services

S incerelv

L ake  Hopkins, Borough Mayor 
Fairbanks North Star Borough

Attachment: FN S B  Assem bly Resolution 2014 -09

http://www.co.fairbanks.ak.us
mailto:mavor@ftisb.us
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By: Luke Hopkins, Mayor
Introduced: 02/13/2014
Adopted: 02/13/2014

FAIRBANKS NORTH STAR BOROUGH  

RESO LUTIO N NO. 2014 - 09

A RESO LUTIO N SU PPO R TIN G  LEGISLATIVE ACTIO N TO  A D O P T TH E  
R EC O M M E N D A TIO N S  CONTAINED  IN RESO LUTIO N 13-01 O F  TH E  ALASKA  

W O R K ER S’ CO M PEN SA TIO N  BOARD

W H ER EA S, the Alaska Workers' Compensation Board is a public 
organization that is accountable to the residents, Legislature and Governor of Alaska 
and that acts as the lead agency for adjudicating disputes under the Alaska Worker's 
Compensation Act, to ensure quick, efficient and fair payments of benefits to injured 
workers at a reasonable cost to employers: and,

W H E R E A S , despite a 14.2%  decline in the frequency of worker's 
compensation claims over the past 5 years, Alaska has seen its workers’ compensation 
premium rates climb to the highest in the nation; and,

W H E R E A S , workers' compensation medical costs have increased 25%  
over the last 5 years and are the primary driver in the increase in premium with $0.75  
of every $1.00 spent on workers' compensation benefits being spent on medical cost; 
and,

W H E R E A S , identical medical services paid by a workers' compensation 
claim versus private insurance or self-pay is often multiples higher; and,

W H E R E A S , Resolution 13-01 of the Alaska Workers' Compensation 
Board identifies changes needed to address the escalating workers' compensation 
costs while protecting the rights of workers to fair and reasonable compensation when 
injured while working; and,

W H E R E A S , legislative action to implement the changes recommended in 
Resolution 13-01 of the Alaska Workers' Compensation Board is in the best interest of 
the Fairbanks North Star Borough, its residents, and its employers.

NO W , TH ER EFO R E, BE IT RESOLVED that the Assembly of the 
Fairbanks North Star Borough supports legislative action to adopt the recommended 
changes outlined in Resolution 13-01 of the Alaska Workers' Compensation Board.

Fairbanks North Star Borough. Alaska RESOLUTION NO. 2014 - 09
Page 1 of 2



46 BE IT  FURTH ER ED  RESO LVED that copies of this resolution shall be
47 sent to the Alaska Interior Delegation and the Honorable Governor Sean Parnell.
48
49 PASSED  AND APPR O VED  TH IS  13TH DAY O F FEBRUARY, 2014.
50

Karl Kassel 
Presiding Officer

ATTEST:

Borough Clerk

52 Ayes: Hutchison, Golub, Roberts, Dodge, Davies, Kassel
53 Noes: Lawrence
54 Excused: Sattley, Dukes

Fairbanks North Star Borough. Alaska RESOLUTION NO. 2014 - 09
Page 2 of 2



H e a l t h c a r e  
V  S o l u t io n s

State Capitol 
120 4th Street
Juneau, Alaska 99801-1182 
Attn: House Labor & Commerce

Re: House Bill 316 -  Workers’ Compensation Medical Fee Schedule

Healthcare Solutions would like to thank the Alaska State Legislature for the opportunity to 
comment on the proposed House Bill that makes changes to the medical fee schedule. Healthcare 
Solutions provides a full range o f services, nationwide, to insurance companies, third party 
administrators, self-insured companies, and case management companies in the workers’ 
compensation industry. As an interested stakeholder, we appreciate the opportunity to have input 
on this proposed legislation.

We have particular interest in the below proposed language under AS 23.30.097(1) & (m).

( I)  Reim bursem ent fo r  p rescrip tion  drugs under th is chapter m ay not exceed the 
am ount o f  the m anufacturer's invoice, p lu s  a dispensing fe e  and m arkup specified by 
the board and adopted by reference in  regulation.

(m ) A  p re scrip tio n  d rug dispensed by a physician  under th is chapter s h a ll include in  
a b ill o r  invoice the code fo r  the d ru g  fro m  the na tion a l d ru g  code d irectory  
p ub lished  by the U n ited States F o o d  and D ru g  Adm in istration .

The Workers’ Compensation Industry is moving towards electronic billing. Several jurisdictions 
have already adopted electronic billing and others have either proposed or are discussing 
electronic billing requirements. Many insurance carriers or employers are contracted with 
Workers’ Compensation specific Pharmacy Benefit Managers (PBMs). PBMs are already 
connected electronically with pharmacies using industry standard National Council for 
Prescription Drug Programs (NCPDP) Telecommunication Standards version D.O to help 
adjudicate pharmacy claims more quickly and efficiently. Currently, these electronic pharmacy 
standards do not support the inclusion o f attachments. Our concern is that by requiring a 
manufacturer’s invoice, electronic billing would likely be impossible. It would also add 
inefficiencies back into an industry that is already full of paperwork,adding significant costs to the 
system. Therefore, we would recommend the following language:

March 11, 2014 MAR 17 2014

( I)  Reim bursem ent fo r  p rescrip tion  drugs under th is chapter m ay not exceed the Averaee  
W holesale P ric e  (A  W P) o f  the N a tion a l D rue: Code (N D C ) o fa  d ru s  thc-am ount-o f  the 
m anufacturer’s -im o i ce, p lu s  a dispensing fe e  and m arkup specified  by the board and

2/36 Me.uiqw Church Rd j Suite 300 Duluth, GA 30097 j Pmoni : 866.8J(). i..>32 j !’\.\: 800,419.719-1 km h hen' c-sol u i i o jis.com



adopted by reference in  regulation. I f  a prescription  drue  o r m edicine has been 
repackaged, the Average W holesale P rice  used to determ ine the maximum reim bursem ent 
sh a ll be the Average W holesale P rice , as identified  b y its national drug  code, o f  the 
underlyin g  d ru g  product used in the drug packaging.

fm ) “A verage W hole P r ic e ”  o r "A W P ”  means the average wholesale price  o f  a  
prescription  d ru g  as provided  by the most current release o f  the M edi-Span M aster D ru g  
Database by W olters K lu w a r o r anv successor publisher on the day a prescription is 
dispensed o r  other n a tion a lly recognized d rug p ric in g  index specified bv the board and  
adopted bv reference in  regulation.

Physician dispensing and repackaged drugs are a hot topic in the workers’ compensation industry 
and we applaud you for introducing language to help curb the inflated prices associated with these 
dispensed drugs. However, we would recommend the following language to provide more clarity 
and to streamline the reimbursement process. While repackaged drugs are typically dispensed by 
physicians, this revision establishes that price inflation through repackaging is unacceptable, 
regardless of who dispenses the drug. In addition, this revision eliminates ambiguity about the 
handling of deficient bills:

fnA  (n ) A n  invo ice  fo r a prescription  drug dispensed under this chapter sh a ll include, in  a  
b ill o r  invoice fo r the m edication, the N D C  code fo r the underlying drug  productfrom  the 
n ational d ru g  code d ire cto ry published bv the U nited States Fo o d  and D ru g  
Adm in istration . I f  the N D C o f the underlying d ru g  p rodu ct is not p rovided on the b ill, the 
em ployer m ay re ject the charge and is  not lia b le  fo r paym ent u n til a corrected b ill is 
subm itted w ith  the underlyin g  drug product’s N D C . A  prescription d ru g  dispensed bv a  
physiekm - under-this -chaptcr sh a ll include-tn-chb ill-o r- invo ice the-codc fo r  the drug  fro m  
the national d ru g  code d irectory published b y the U n ite d  States F o o d  and D ru g  
Adm in istra tion :

Again, Healthcare Solutions would like to thank the Alaska State Legislature for the opportunity to 
comment on this proposed legislation and we look forward to working with you on this and any future 
proposed legislation.

Cory Wedding
Senior Manager, Compliance & Regulatory Affairs 
Phone: (800) 547-3330 
Direct Line: (740) 201-0328 
Fax: (877) 247-3330
cwedding@modemmedical. com

Sincerely,

1 36 Meadow (.11l.irc11 Rcl Suite 300 | Duluth, ( IA 3009 ■ j Phoni : 866.S i 0.43.12 | };a\: .800. i 19-/ 19-1 | Iic:ilihcircsolu.iio1tsxom
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MAR 0 5 2014

March 5,2014
The Honorable Kurt Olson, Chair 
House Labor & Commerce Committee 
State Capitol Building 
Juneau, Alaska 99801-1182

RE: Support for House Bill 316

Dear Representative Olson:

On behalf of the National Federation of Independent Business/Alaska, I wish to respectfully 
share our support for House Bill 316. The National Federation of Independent Business is the 
largest small-business advocacy group in Alaska.

House Bill 316 would change the basis for paying workers compensation health services from 
the outdated “usual and customary” method to the “resource based relative value scale” method. 
We believe that this updating in the payment methodology for workers medical treatment will 
allow more reasonable payment rates for those services.

Savings in the medical costs in Alaska’s workers compensation are very important to small 
businesses. Alaska workers compensation insurance premiums are the highest in the country. 
These premiums add to the difficulty of small businesses to remain profitable. When businesses 
are not profitable, they close and Alaska loses jobs and opportunities for Alaskans to earn an 
income.

We believe that the workers compensation program must be balanced to assure that injured 
employees receive needed services and the premium costs charged to businesses. HB 316 
provides the balance that will serve both the employee and the employer well.

Sincerely yours,

Dennis L. DeWitt 
Alaska State Director

Cc: NFIB/AK Leadership Council

National Federation of Independent Business-ALASKA 
P. O. Box 34761*Juneau, AK 99803-4761*907 723 6667*www.NFIB.com

http://www.NFIB.com
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Property Casualty Insurers
Association o f America

Advocacy. Leadership. Results;

Kenton Brine
A ssistant V ice President, NW Region

M arch 6, 2014

The H onorable Kurt Olson
Labor &  Commerce C om m ittee  Chairman
Alaska House o f Representatives
State Capitol, Room 24
Juneau, Alaska

RE: HB 316 -  Workers' Compensation medical fees

Dear Representative Olson:

On beha lf o f P roperty  Casualty Insurers Association o f Am erica (PCI), thank  you fo r  the  o p p o rtu n ity  to  w rite  
in support o f  HB 316 (w orkers ' com pensation medical fees). W e urge th e  com m ittee  to  give th is measure a 
favorab le  recom m endation  to  th e  state House.

As you are like ly aw are, according to  th e  m ost recent p rem ium  rankings repo rt issued by th e  Oregon 
D epartm ent o f Consum er &  Business Services, Alaska owns the  un fo rtuna te  d is tinc tion  o f having th e  
na tion 's  highest w orkers  com pensation prem ium s. Employers in Alaska pay, on average, 160 percent o f the  
na tiona l average fo r  w o rke rs ' com pensation coverage.

For em ployers, fo r  w orkers  in jured on the  jo b  and fo r  insurers w ho  provide w orkers com pensation coverage, 
the re  is a g row ing sense o f the  need fo r  m a jor re fo rm  o f a system th a t does not pe rfo rm  w e ll in 
rehab ilita ting  in ju red  w orkers in a tim e ly  and cost-e ffective m anner. For th is  reason, w e see the  reform s 
included in HB 316 as an im p o rta n t e lem ent in w ha t m ust become a larger and m ore com prehensive re form  

e ffo rt in Alaska.

Specific to  HB 316, w e suppo rt the  establishm ent o f a m edical fee  schedule fo r  inpa tien t/hosp ita l, physician, 
o u tp a tie n t/a m b u la to ry  care fo r  the  tre a tm e n t o f in ju red  w orkers under the  w orkers ' com pensation system. 
We w ou ld  add, how ever, th a t em ployers have correctly  po in ted  to  ways in which th is  legislation could be 
strengthened. PCI agrees w ith  em ployers represented by the  Alaska State Chamber w ho have recom m ended 
th a t fee  schedule re fo rm s also include provisions to :

•  Establish cost-con tro l goals th a t should be m et in th e  fee schedule, and measure th e  progress 
to w a rd  m eeting  those goals, to  ensure th a t fees are reasonable fo r th e  tre a tm e n t provided;

•  A dop t evidence-based tre a tm e n t guidelines and u tiliza tion  review, to  ensure th a t tre a tm e n t is 
actua lly a id ing in ju red  w orkers tow ard  recovery and re turn  to  fu ll em p loym en t cost-e ffective ly;

•  Rely on th e  expertise o f the  M edical Services Review C om m ittee to  guide the  W orkers 
C om pensation Board's de te rm ina tion  o f the  fee schedule's re la tive value m u ltip lie r.

1500 Water Street SW, Suite 2, Olympia, WA 98501 Telephone 360-915-6268 Fascimile 360-357-5343 www.pciaa.net

http://www.pciaa.net


As you m ay know , ju s t th ree  short years ago, M ontana had the  na tion 's costliest w orkers com pensation 
prem ium s (Alaska was #2 at the  tim e). M ontana 's Legislature enacted com prehensive reform s th a t included 
evidence-based tre a tm e n t and u tiliza tion  review. Those reform s have begun to  have a favorab le  e ffect on 
prem ium s in th a t state, as M ontana dropped to  8th in average prem ium  in the  m ost recent Oregon DCBS 
rankings.

HB 316 is an im p o rta n t and w e lcom e step tow a rd  re fo rm ing  Alaska's workers com pensation system, and PCI 
urges th is  co m m itte e  to  give the  b ill favorab le  consideration. But fo r  the  sake o f Alaska em ployers and 
w orkers, w e hope HB 316 represents on ly the  firs t step in a m ore com prehensive re fo rm  e ffo rt, and we 
w e lcom e th e  o p p o rtu n ity  to  assist o r  provide in fo rm a tion  to  policymakers in th a t e ffo rt.

If we can p rovide  any add itiona l in fo rm a tion , please do not hesitate to  contact me, o r PCI's Alaska lobbyist, 
Kris Knauss.

Respectfully,

Kenton Brine 
Assistant Vice President

2



Alaska State
Home Building Association

Alaska State Home Building Association  
Board of Directors Resolution

W HEREAS Alaska has the highest worker’s compensation insurance premiums of any 
state in the nation; and

W HEREAS contractors in Alaska have some of the highest cost classifications of 
employment within the worker’s compensation insurance system; and

W HEREAS rising costs for worker’s compensation insurance create a disincentive for 
contractor’s to obtain the required proper licensure from the State of Alaska; and

W HEREAS the cost of worker’s compensation insurance directly impacts the cost of 
housing and affordability for home buyers; and

W HEREAS members of the residential construction industry have volunteered and 
incurred personal sacrifices and costs to participate in numerous task forces, working 
groups, review committees, and other public policy forums; and

W HEREAS the Alaska State Home Building Association (ASHBA) has advocated for 
many years for various types of legislative relief to help address worker’s compensation 
costs; and

W HEREAS the Alaska Worker’s Compensation Board passed Resolution 13-01 that 
calls upon the Alaska Legislature and Governor Parnell to amend the Worker’s 
Compensation Act to

NOW  BE IT TH ER EFO R E RESOLVED that the ASHBA Board of Directors requests 
Governor Parnell and the Alaska Legislature to amend the Alaska Worker’s 
Compensation Act as requested by Alaska Worker’s Compensation Board.

JeffTwait, President

P.O. Box 91444 ® Anchorage, Alaska 99509 
Phone (907) 644-4190 • FAX (888) 732-1401

Website: '.vww.buiidersofalaska.com 
E-mail: alaskastatehomebuildi ngassoc@gmaii. com



A l a s k a  

P u b l i c  E n t i t y  

i n s u r a n c e

418 Harris Suite 401 
Juneau, AK 99801

Phone: (907) 523-9400
Fax: (907) 586-2008

www.akpei.com

March 7, 2014

The Honorable Kurt Olson, Chair,
House Labor & Commerce Committee 
Alaska State Capitol 
Juneau, AK 99801 
Sent by em ail

Re: Support for House Bill 316 

Dear Chair Olson:

I am the CEO of Alaska Public Entity Insurance (APEI), one of the two joint 
insurance associations, or pools, in Alaska that provide workers’ compensation, property, 
and liability coverage for Alaska’s school districts and municipalities. I am writing in 
support of HB 316.

APEI did a study in October 2011, shortly after the current statute went into 
effect, comparing medical costs in our workers’ compensation claims already paid for the 
preceding year with what would be paid under the new law. We found that medical costs 
for identical services were up approximately 46%. A similar study by the Division of 
Risk Management found the same 46% medical cost increase with respect to injured state 
workers. Since medical costs constitute over 70% of claim costs in Alaska, this 2011 
change is having a serious impact on premium rates paid by all Alaska employers. APEI 
rates have been rising at a rate of 10% per year, even though claim frequency is down. 
Alaska currently pays the highest workers’ compensation premiums in the country. High 
premiums are a drain on resources in both the public and private sectors.

APEI supports the 2009 recommendations of the Alaska Medical Services Review 
Committee, including use of the Relative Value Scale Method, for setting workers’ 
compensation medical fees in Alaska.

Thank you for the opportunity to comment on HB 316.

Sincerely,

Jeffrey W. Bush, CEO

http://www.akpei.com


R e p r e s e n t a t iv e  K u r t  O l s o n

• Chair: Labor and Commerce
• Vice Chair: Rules
• Member: Resources, Community & Regional Affairs,

Economic Development Trade & Tourism,
Fisheries, Legislative Budget & Audit

ALASKA STATE LEGISLATURE

Session: Tanuarv - April 
State Capitol, Room 24 
Juneau, AK 99801-1182 
Phone: 907-465-2693 
Fax: 907-465-3835

Interim: May -  December 
145 Main Street Loop, Ste. 221 
Kenai, AK 99611 
Phone: 907-283-2690 
Fax: 907-283-2763

Official Business

CSHB 316
Explanation of Changes-28-LS1362\N to \R

Section 1 ,  page 1 ,  line 1 1 ,  delete "board  and adopted by reference" insert "m edical services review  
committee and adopted b y the board".

Section 2, page 2, lines 2 1-2 2 , elete "b o a rd " insert "m edical services review  committee.

Section 2, page 2, line 23 , follow ing "ad o p te d " insert "b y  the board".

Section 2, page 3, line 1 3 ,  paragraph (n) is an exemption for critical access hospitals.

Section 2, page 3 , line 1 7 ,  paragraph (o) allows the board to adjust fee schedules to reflect the cost in 
the geographic area w here services are provided.

Section 2, page 3 , line 19 , paragraph (p) the medical services review  committee shall formulate a 
conversion factor and subm it the conversion factor to the com m issioner of labor and workforce 
developm ent. If the commissioner does not approve the conversion factor, the medical services 
review  committee shall revise the conversion factor and subm it the revised conversion factor to the 
commissioner for approval.

Section 3, page 3, line 25-directly refers to the statute (A S  44.62.245 (a)(2)) under w hich future 
am ended versions of documents or reference material m ay be incorporated.

Page 3, line 1 2 ,  follow ing the second instance of "th e" insert "origin al".

Page 3, line 1 5 ,  follow ing the first instance of "th e" insert "original m anufacturer's".

Page 4, line 14 : delete "Jan u ary 1 ,  2 0 15  insert "Ju ly  1 , 2 0 1 5 " .

The sunset provision in Sections 2 ,5 ,  and 7  of version N  w ere rem oved.

Email: rep.kurt.olson@akleg.gov

mailto:rep.kurt.olson@akleg.gov


RESOLUTION NUMBER 13-01 
RESOLUTION IN SUPPORT OF ADDRESSING SYSTEM COSTS 

UNDER THE ALASKA WORKERS' COMPENSATION ACT

WHEREAS, the Alaska W orkers' Compensation Board (Board) is a public organization that is 

accountable through its members to the residents, the Legislature, and the Governor o f Alaska;

WHEREAS, the Board acts as the lead state agency for adjudicating disputes under the  Alaska 

W orkers ' Compensation Act, to  ensure quick, efficient, and fair payments o f benefits to injured 

workers at a reasonable cost to  employers;

WHEREAS, Alaska's workers' compensation premium rates are the highest in the  nation 

accord ing to the October 2012 Oregon Workers' Compensation Premium Rate Ranking 

Summary;

WHEREAS, medical costs comprise $.75 o f each do llar spent on workers' compensation 

benefits;

WHEREAS, medical benefit costs have risen 25% over the last 5 years despite a 14.2% decline in 

the frequency of workers' compensation claims over the same period;

WHEREAS, research is clear that inappropriate opioid use is an epidem ic damaging lives and 

driving up costs, as stated in the August 28, 2013 jo int policy recom m endations o f the 

International Association of Industrial Accident Boards and Commissions, the Am erican College 

o f Occupational and Environmental Medicine; the National Association of Insurance 

Commissioners, the National Alliance for M odel State Drug Laws, and the National Council o f 

Insurance Legislators;

WHEREAS, rehabilitation and reemployment o f injured workers costs employers $12.9 million 

in CY2012, w ith few er than 8% of eligible injured workers successfully completing retraining;

NOW  THEREFORE BE IT RESOLVED that the Board respectfully requests that the A laska State 

Legislature amend the Alaska Workers' Compensation Act to provide the following:

1. That all fees and charges fo r medical treatm ent be subject to regulation by the Board;

2. That the physician fee schedule be based on Centers for M edicare and Medicaid 

Services (CMS) resource based relative value scale (RBRVS) increased by a board 

specified conversion factor;

3. That the outpatient hospital/ambulatory surgical center fee schedule be based on CMS 

am bulatory payment classification increased by a board specified conversion factor;



4. That the inpatient hospital fee schedule be based on CMS M edicare severity diagnostic 

related group (MSDRG) increased by a board specified base rate;

5. That the Board evaluate board specified conversion factors and rates every tw o years;

6. That air ambulance services be reimbursed at a board specified rate;

7. That medical providers be required to bill payers w ithin 180 days of date o f service;

8. That medical providers must submit a claim for disputed payment w ithin 60 days of the 

disputed payment;

9. That re im bursem ent for out-of-state services be the lower o f the workers' 

compensation fee schedule in the jurisdiction where the service is provided or the 

workers' compensation fee schedule adopted in Alaska;

10. That durable medical equipment not included in a covered medical procedure be 

reimbursed at m anufacturer's invoice plus a board specified markup.

11. That re imbursement for prescription drugs be based on manufacturer's invoice plus a 

board specified mark-up and dispensing fee;

12. That prescription drugs dispensed by a physician include the manufacturer's national 

drug code (NDC) assigned by the U.S. Food and Drug Adm inistration, and are subject to 

the same prescription drug formulary as retail pharmacies; and

13. Authorize the Board to  adopt regulations relating to the prescription of opioids.

BE IT FURTHER RESOLVED that the Board respectfully requests that the Alaska State Legislature 

amend the Alaska W orkers' Compensation Act to authorize the department, in adopting or 

amending a regulation that incorporates a document or other material by reference, to 

incorporate future amended versions of a document or other material if it is one of the 

follow ing:

1. Current Procedural Terminology Codes, produced by the American Medical Association;

2. Healthcare Common Procedure Coding System, produced by the American Medical 

Association;

3. International Classification of Diseases, published by the American Medical Association;

4. Relative Value Guide, produced by the American Society of Anesthesiologists;

5. Diagnostic and Statistical Manual of Mental Disorders, produced by the American 

Psychiatric Association;

6. Current Dental Terminology, published by the American Dental Association;

7. Resource Based Relative Value Scale, produced by CMS;

8. Ambulatory Payment Classifications, produced by CMS;

9. Medicare Severity Diagnosis Related Groups (MSDRG), produced by CMS;

10. National Correct Coding Initiative Edits produced by CMS; or

11. Any other docum ent or material the board incorporates by reference.

Resolution 13-01
Page 2



BE IT FURTHER RESOLVED that that the Board respectfully requests that the Alaska State 

Legislature amend the Alaska Workers' Compensation Act to provide the following:

1. Transition from  emphasis on retrain ing to emphasis on stay-at-work/return-to-work and 

on a voluntary basis, provide an initial consultation w ith the employer, the employee, 

and the em ployee's treating physician to determ ine the physical demands of the 

em ployer and the physical capacities o f the employee to determ ine whether a stay-at- 

w ork/return-to-work plan can be implemented.

2. A  repeal o f the 90 day mandatory reem ployment evaluation under AS 23.30.041, and 

return to  evaluations on the request o f either the employer or the employee.

3. Adopt the follow ing:

a. Strengthen criteria by elim inating reem ployment services by non-credentialed 

individuals and elim inating reem ployment services being adm inistered by firms 

not principally owned by credentialed individuals.

b. Authorize the Board to establish fees for reemployment specialist services.

c. Increase the benefit under .041(1) from $13,300 to $18,600, and adjust to cpi 

annually.

d. If found eligible, provide two choices

i. accept retraining w ith lim it o f 2 years and maximum benefit under 

.041(1), or

ii. accept a one-time cash payment o f the maximum benefit under .041(1) 

plus 50%.

4. Increase evaluation tim e from 30 days to 60 days.

5. Provide statutory provision for RBA reconsideration with 30 days o f decision.

6. Amend the statute to allow employers to controvert based on noncooperation & follow  

regular claim process.

BE IT FURTHER RESOLVED that copies o f the Resolution be promptly transm itted to the 

Governor, the President o f the Senate, the Speaker of the House, and the Chairman of the 

Senate and House Labor and Commerce Committees.

Resolution 13-01
Page 3



CERTIFICATION

The Alaska W orkers' Compensation Board held a meeting duly and regularly called, noticed, 

and convened this 27th day of September, 2013, and the foregoing Resolution was adopted at 

said meeting.

Chuck Collins,

Resolution 13-01
Page 4

Industry M em ber

Ai55£aJ r
M ichael O 'Connor, 

Industry M em ber

Am y Steele, 

Industry M em ber

M ark Talbert, 

Labor M em ber

Rick Traini, 

Labor M em ber




