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(A) sells or distributes 5,000 [1,000] or more unstamped 

cigarettes in a single transaction;

(B) owns or possesses 5.000 [1,000] or more unstamped 

cigarettes with the intent to sell; or

(C) acquires, holds, transports, imports, or possesses 10,000 or 

more unstamped cigarettes; or

(2) with reckless disregard that the stamp was previously affixed to 

another cigarette package [;]

(A) affixes a previously used stamp to a cigarette package; or

(B) possesses, sells, or distributes a previously used stamp.

* Sec. 32. AS 43.50.650(a) is amended to read:

(a) A person commits the crime of misconduct involving unstamped cigarettes 

or stamps in the second degree if the person

(1) with reckless disregard that the cigarettes are unst imped

(A) sells or distributes at least one but fewer than 5.000 [1,000] 

unstamped cigarettes in a single transaction;

(B) owns or possesses at least one but fewer than 5.000 [1,000] 

unstamped cigarettes, with intent to sell; [OR]

(C) acquires, holds, transports, imports, or possesses at least 

401 [ONE] but fewer than 10,000 unstamped cigarettes; or

(PI acquires, holds, transports, imports. or possesses at

least one bu t fewer than 401 unstamped cigarettes that are not for

personal consumption: or

(2) is not licensed under this chapter or otherwise authorized by the 

department to possess stamps and possesses a stamp that is uot affixed to a cigarette 

package.

* Sec. 33. AS 43.50.710 is amended by adding a new subsection to read:

(e) Nothing in this section prohibits a manufacturei from offering promotions 

to a wholesaler or a retailer provided the wholesale promotion is the same for all

participating wholesalers and ihe retail promotion is the same for all participating

retailers.
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23-GH2170\A

* Sec. 34. AS 43.50.720 is amended to read:

Sec. 43.50.720. Sale at less than cost; with gift or concession. In all 

advertisements, offers for sale, or sales involving two or more items when at least one 

of the items is cigarettes at a combined price, and in all advertisements, offers for sale, 

or sales involving the giving of any gift, concession, or coupon of any kind in 

conjunction with the sale of cigarettes, the wholesaler's or retailer's combined selling 

price may not be below the actual cost to the wholesaler or the actual cost to the 

retailer, respectively, of the total of all articles, products, commodities, gifts, and 

concessions included in the transactions, except that, if any articles, products, 

commodities, gifts, or concessions are not cigarettes, the actnal [BASIC] cost shall be 

determined as provided under AS 43.50.800.

* Sec. 35. AS 43.50.760(b) is amended to read:

(b) The presumptive actual [WHOLESALE AND PRESUMPTIVE RET ATT.] 

cost of cigarettes as determined by the department under AS 43.50.800 [FROM 

MANUFACTURBR'S PRICE LIST] is considered competent evidence in a coun 

action or proceeding as tending to prove actual cost to the wholesaler or retailer 

complained against. A party against whom the presumptive actnal [WHOLESALE 

OR PRESUMPTIVE RETAIL] cost as determined by the department is introduced in 

evidence has the right to offer evidence tending to prove any inaccuracy of the 

presumptive actual [WHOLESALE OR PRESUMPTIVE RETAIL] cost or any 

statement of facts that would impair its probative value.

* Sec. 36. AS 43.50.770 is amended to read: •

Sec. 43.50.770. Determination, of cost of cigarettes purchased outside of 

ordinary channels of trade. In establishing the actual [BASIC] cost of cigarettes to 

a wholesaler or retailer, the invoice cost [OR THE ACTUAL COST] of cigarettes 

purchased at a forced, bankrupt, or closeout sale, or other sale outside the ordinary 

channels of trade may not be used.

* Sec. 37. AS 43.50.790(a) is amended to read:

(a) The department

(1) shall administer AS 43.50.710 - 43.50.849;

(2) • may adopt regulations relating to the administration and
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enforcement of AS 43.50.710 - 43.50.849;

(3) may determine the actual [BASIC] cost of cigarettes to a 

wholesaler or retailer as provided in AS 43.50.800 [FROM INFORMATION 

OBTAINED FROM A MANUFACTURER];

(4) may, after reasonable notice and hearing, revoke or suspend a 

license issued under AS 43.50.010 or 43.50.035 to a person who refuses or neglects to 

comply with a provision of AS 43.50.710 - 43.50.849.

*' Sec. 38. AS 43.50.800 is repealed and reenacted to read:

Sec. 43.50.800. Presumptions applicable to determination of cost, (a) The 

presumptive actual cost of cigarettes to a wholesaler is, for purposes o f AS 43.50.710 - 

43.50.849, the presumptive wholesale cost as calculated by the department plus an 

amount equal to four and one-half percent of the presumptive wholesale cost to 

account for business costs.

(b) The presumptive actual cost of cigarettes to a retailer is, for purposes of 

AS 43.50.710 - 43.50.849, the presumptive actual cost of cigarettes to the wholesaler 

as calculated by the department under (a) of this section, plus an amount equal to six 

percent of the presumptive actual cost of cigarettes to the wholesaler to account for 

business costs.

(c) A wholesaler or retailer that wishes to advertise, offer to sell, or sell 

cigarettes at less than the presumptive actual cost to the wholesaler or retailer as 

calculated under (a) or (b) of this section must first obtain approval from the 

department. The department may grant approval only if the wholesaler or retailer 

provides proof satisfactory to the department that the wholesaler or retailer's actualI
cost is lower than presumed. Approval for cigarette sales at less than the presumptive 

actual cost as determined under (a) or (b) of this section may not be granted for a 

period longer than one year. In reviewing proof of actual wholesale or retail cost, th° 

department may consider the costs reflected on the actual invoice, but m ay  not 

consider cash discounts. In reviewing proof of actual costs, the department m ay 

consider the standards and methods of accounting regularly employed, and must 

include labor costs, rent, depreciation, selling costs, maintenance of equipment, 

delivery costs, all types of licenses, taxes, insurance, advertising, preopening
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expenses, provision for impaired assets and closing costs, interest expenses, and 

provision for merger and restructuring expenses. The department shall adopt 

regulations to determine the wholesaler's and retailer's actual costs for purposes of 

AS 43.50.710-43.50.849.

(d) For purposes of this section, the presumptive wholesale cost is the 

manufacturer's list price, less trade discounts, plus the full face value of all cigarette 

taxes.

* Sec. 39. AS 43.50.740(h), 43.50.849(1), 43.50.849(6), and 43.50.849(7) are repealed

* Sec. 40. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

TRANSITION: FLOOR STOCK TAX FOR CERTAIN CIGARETTES IN THE 

STATE ON THE EFFECTIVE DATE OF SECS. 2 - 39 OF THIS ACT. (a) Notwithstanding 

any other provision to the contrary, a floor stock tax is imposed at 12:01 a.m. on the effective 

date o f secs. 2 - 39 of this Act upon every person in control or possession of cigarettes for sale 

or distribution in the state that were taxed at the rate in effect before the effective date of secs. 

2 - 39 of this Act. The floor stock tax is the difference between the tax computed on each 

cigarette as provided in AS 43.50.190(a), as amended by sec. 14 of this Act, on the effective 

date of secs. 2 - 39 of this Act and the tax actually paid on each cigarette as required by 

AS 43.50.190(a) as it read on the day before the effective date of secs. 2 - 39 of this Act. The 

person subject to the floor stock tax under this section must provide proof that the tax required 

by AS 43.50.190(a), as it read on the day before the effective date of secs. 2 - 39 of this Act, 

on each cigarette was previously paid or the tax actually paid on each cigarette is considered 

to be zero.

(b) A person subject to the floor stock tax under this section shall file a report not 

later than the last day of the month in which secs. 2 - 39 of this Act take effect on a form 

prescribed by the Department of Revenue and pay the tax to the Department of Revenue in six 

sequential monthly installments. The first installment shall be paid not later than the last day 

of the month in which secs. 2 - 39 of this Act take effect. The penalty, interest, and taxpayer 

remedy provisions of AS 43.05 apply to the floor stock tax under this section.

* Sec. 41. The uncodified law of the State of Alaska is amended by adding a new section to 

read:
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TRANSITION: REGULATIONS. The Department of Revenue may proceed to adopt 

regulations necessary to implement the changes made by secs. 2 - 40 of this Act. The

regulations take effect under AS 44.62 (Administrative Procedure Act), but not before the

effective date of secs. 2 - 40 of this Act.

* Sec. 42. Section 41 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 43. Except as provided in sec. 42 of this Act, this Act takes effect September 1, 

2004.
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note If correction): 
Title Cigarette and Tobacco Products Tax Increase

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

Dept. Affected:
RDU

LL#04-0170

Revenue
Revenue Programs & Services

Component Tax Division
Sponsor Governor
Requester Rules Component No. 2476

Expenditures/Revenues (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY200G FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 466.1 466.1 466.1 466.1 466.1 466.1
Travel 60.0 60.0 60.0 60.0 60.0 60.0
Contractual 248.0 246.8 246.8 246.8 246.8 246.8
Supplies 6.0 6.0 6.0 6.0 6.0 6.0
Equipment 48.0 0.0 0.0 0.0 0.0 0.0
Land & Structures
Grants 4 Claims
Miscellaneous

TOTAL OPERATING 828.1 778.9 778.9 778.9 778.9 778.9

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( 29,100.0 35,000.0 35,000.0 35,000.0 35,000.0 35,000.0 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 828.1 778.9 778.9 778.9 778.9 778.9
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 828.1 778.9 778.9 778.9 778.9 778.9

Estimate of any current year (FY2004) cost: 0.0
Check this box (X) If funding for th is bill Is Included In the Governor’s FY 2005 budget proposal:

POSITIONS
Full-time 6 6 6 6 6 6
Part-lime
Temporary

ANALYSIS: (Attach a separate page If necessary)
Cigarette and Tobacco Products Tax Increase - Bill Analysis (December 24, 2003)

Bill Language: This bill will increase the cigarette tax from $1 per pack of twenty cigarettes to $2 per 
pack and the trbacco products tax (OTP) from 75% to 100% of the wholesale cost. This bill will also 
institute a floe'stock tax on existing cigarette inventories held for sale in an attempt to reduce the amount 
of stockpiling of cigarettes on the effective date. In an attempt to reduce the amount of cigarette 
smuggling and tax evasion, this bill will also allow the Department of Public Safety to seize and dispose o f 
equipment, vehicles, monies and other assets used in activities which violate the cigarette and tobacco 
products statutes,
(cont. on page 2)
Prepared by: Johanna Bales
Division Tax Division

Phone 269-6628
Date/Time 6/15/04 9:53 AM

Approved by: Steve Porter, Deputy Commissioner 
Agency Department of Revenue___________

Date 6/15/2004

(no\<««:H2/20a)OMB) Page 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO. LL#04-0170________
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION■ " ■ ■— \
Assumptions: The Department of Revenue (DOR) will have primary enforcement responsibility for the 
cigarette and tobaccu products excise tax program. However, DOR will work with the Department of Public 
Safety (DPS) and Department of Law (DOL) as part of a task force responsible for cigarette tax stamp 
enforcement in the state. DPS, at the request of DOR, will provide investigative support througn a 
reimbursable services agreement (RSA). The amount of this RSA h:.s been estimated by DPS. Monies for the 
RSA are included In the Contractual costs requested in this fiscal note. This fiscal note does not Include 
additional costs that may be incurred by DOL as a result of this legislation. From Information obtained from 
other states with cigarette tax rates of $1.50 to $2.05 per pack, DOR expects tnat the increase in the tax rates 
will result in a significant Increase in incidents of cigarette smuggling and tax evasion.

Program Summary:. DOR will conduct periodic inspections of cigarette and tobacco products licensees as 
well as retailers who hold tobacco endorsements with the Department of Community and Economic 
Development for unstamped cigarettes. In addition, DOR will be the primary contact for complaints from the 
public and compliant retailers regarding unstamped cigarettes. DOR will work with DPS and DOL to develop 
cases against cigarette smugglers, including seizing unstamped product and assets used in activities that 
violate the cigarette and tobacco products statutes. DOR will prepare assessments for unstamped cigarettes 
and untaxed cigarettes and OTP imported into the state by individuals for personal use and/or resale and work 
with federal agencies to stop out-of-state entities, specifically internet sellers, from shipping cigarettes into the 
state in violation of existing statutes.

Positions: DOR expects that it will need 6 additional positions, 1 Revenue Auditor Sup'»ervisor II, 2 
Investigator Ill's, 1 Revenue Auditor III, 1 Accounting Technician III and 1 Appeals Officer (Revenue Auditor V), 
to manage the workload of the task force, conduct investigations; prepare assessments, and work appeals 
filed In disputes involving assessments, seized cigarettes, and seized assets. These six positions, along with 
the two existing Investigator positions already assigned to tobacco cases, will represent DOR as part of the 
task force explained above. DOR estimates the total cost of these additional positions to be $466,100 each 
year.

Other Operating Expenditures: (1) Travel - DOR estimates it will need $60,000 for travel costs for 
investigators to conduct routine Inspections of the approximate 1,600 known cigarette retail establishments 
throughout the state each year. DOR estimates that each investigator will need to conduct, at a minimum, ten 
separate inspections/investigations in villages within the state each year to insure an effective enforcement 
program and respond to complaints from the public of unstamped product (2) Contractual - Contractual c-.ts 
in the amount of $248,000 in the first year and $246,800 each year thereafter are primarily to fond an RSA 
between DOR and DPS and for the lease, operation and maintenance of two vehicles to be used by 
investigators to conduct Inspections/investigationj In the Anchorage, Mat-Su and Kenal Peninsula areas oftho 
state where most cigarette retail establishments are bcated. Investigators must be able to respond to 
complaints of unstamped product quickly and perform unscheduled Inspections of retail establishments on an 
ongoing basis. Contractual costs also Include leasing office space and providing phone service for 6 additional 
employees and renting storage facilities for seized cigarettes and other assets. (3) Supplies - DOR estimates 
$1,000 per each FTE each year (a total of $6,000) for supplies needed to perform the duties of these positions. 
(4) Equipment - DOR expects equipment expense of $8,000 per FTE (a total of $48,000) in the first year for 
computers, telephones, cubicle parts, software, and other one-time purchases of office equipment needed to 
perform the duties of these positions.

Revenue: DOR estimates cigarette and tobacco products revenues to increase between $33 and $37 million 
each year. However, DOR believes these revenues will be much smaller unless we institute an aggressive 
investigation and enforcement program. Although we believe the provision for cigarette tax stamps, which took 
effect January 1,2004, will be an effective tool In enforcement of the cigarette excise tax, Its success depends 
upon aggressive enforcement. Even at $1.00 per pack, the incentive for smuggling and tax evasion is great.
At $2.00 per pack, it will be much more attractive. An aggressive enforcement program will help protect the 
projected revenue increase.



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Tills . Act Rrelating to Tobacco Tax

Fiscal Nole Number:____________________
Bill Version: D17Q-DPS-ABADE-6-14-04 
() Publish Date; _______________

Public SafetyDept. Affected: _______
"RDU Alaska State Troopers _
Component Bureau of Alcohol and Drug Enforcement

Sponsor
Requester

Rules Committee
Governor

Expendltures/Rovenues

Component No. 

(Thousands o f Dollars)

2745

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

171.4 171.4 171.4 171.4 171.4 171.4
20.0 20.0 20.0 . 20.0 20.0 20.0
15.0 15.0 15.0 15.0 15.0 15.0

-
TOTAL OPERATING 206.4 206.4 | 206.4 206.4 206.4 206.4.

•

CAPITAL EXPENDITURES i
-

CHANGE IN REVENUES ( ) | I '

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 
10D3 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health

•

•

- .

Other (Specify Type-Do not abbreviate) 205.4 206.4 206.4 206.4 206.4 2064
TOTAL. 206.4 2064 206.4 206.4 206.4 206.4.

Estimate o f any current year (FY2004) cost:
Mark th is box(X) If funding for th is bill is Included

POSITIONS

o.o •
nor*6 FY 2005 budget proposa l:'

.

n the Gover . J
Full-time
Part-time *
Temporary

ANALYSIS: (Attach a separate page I f  necessary)
This bill will increase tiie cigarette tax from $1 per pack of twenty to $2 per pack and the other tobacco products 
(OTP) tax from 75% to 100% ofthe wholesale costs. The Department of Public Safety (DPS) will be required to seize 
and dispose of assets used in Illegal activities related to tobacco products statutes.

The DPS will provide investigative support to the Department of Revenue through a reimbursable services 
agreement The DPS estimates the services of two full-time investigators and associated field travel, training, 
communication and vehicle usage will be needed to implement this legislation. The use of these investigative assets 
and any, as yet unidentified expenses associated with cigarette tax stamp enforcement, will be coordinated between 
the two agencies and reimbursed at actual cost

Prepared by: 
Division 

Approved by: 
Agency •

Captain A l Storey Phone 269-5682
Alaska State Troopers Date/Time 6/14/04 9:26 AM
Commissioner William Tandeske Date 6/14/2004
Department of Public Safety

(a«vi«»d 1M 003 or.iB) Page 1 of 1
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Special Session Tobacco Tax Bill

Sections 1,16:

Sections 2-4:

Sections 5,10-13:

Section 6:

Sections 7 and  15:

Section 8:

Section 9:

Sectional Analysis 
D ep artm en ts  o f R evenue and L aw

Section 1 outlines the intent by the legislature to provide funding  for 
tobacco control program s at the m inim um  level recom m ended by  the 
U.S. D epartm ent o f  Health and Hum an Services from  tobacco tax 
revenues collected by the state. Section 16 implements this in ten t by 
talcing 8.9% o f annual cigarette tax revenues lev ied  under AS 
43.50.190(a) to be deposited into the tobacco use education  and 
cessation fund.

These sections raise the various cigarette license fees to $50— to 
make them  the same as the current license fee for distributors.

These sections m ake technical corrections to the  w holesaler- 
distributor cigarette license type. They also ensure th a t in -sta te  
individuals and retailers are not double-taxed on p roduct th a t is so ld  
to them by  an entity holding a w holesaler-distributor license.

This section requires unlicensed entities that bring cigarettes in to  the 
state upon  which a tax stamp is not affixed to pay the cigarette  excise 
tax and rem it it to the department each m onth.

These sections exem pt the first 400 cigarettes (2 cartons) th a t an 
individual personally transports into the state each m on th  from  the 
cigarette tax.

This section changes the definition o f  a class A  m isdem eanor for 
violations o f the cigarette shipping restrictions from  one b u t few er 
than 1,000 cigarettes to one hut few er than 5,000 cigarettes. T ins 
section also changes the definition o f  a class C felony for v io lations 
o f the shipping restrictions from 1,000 or more cigarettes to  5,000 or 
more cigarettes. The intention in raising the threshold for a class C 
felony is to make it consistent with the current threshold  fo r a class 
C felony theft, which requires the value o f  the property  or sen d ees  to 
be at least $500. The tax that w ould be due on 5,000 cigarettes 
under this bill would be $500.

This section makes a person who shipped cigarettes to A laska  in 
violation o f our cigarette shipping restrictions jo in tly  and severally

Special Session Tobacco Tax Sectional Analysis
Departments of Revenue and Law

Page 1



liable for cigarette taxes to the fullest extent permitted by the U.S. 
Constitution.

Section 17:

Section 1C: 

Section 19: 

Section 20:

Section 21: 

Section 22:

Section 23: 

Section 24: 

Section 25: 

Section 26:

Section 14: This section increases the tax on cigarettes by 50 mills or $1.00 per 
pack  o f  20 cigarettes. The increase in this tax will go into the 
general fund.

This section increases the tax on other tobacco products L m  75% to 
100%  o f  the wholesale cost and also levies the tax on other tobacco 
products sold or im ported into the state for personal consumption.

This section requires that individuals that, im port other tobacco 
products into the state m ust have a  license as a  “buyer” .

This section requires that a fee o f  $25 m ust be paid for a tobacco 
products “buyer” license

This section requires distributors to provide information about the 
type o f  tobacco business they are conducting to the Department o f 
Revenue.

This section allows distributors and buyers to renew their tobacco 
products license each year for a fee o f $50 and $25, respectively.

This section requires individuals who import tobacco products for 
personal consum ption to file a return each, m onth indicating the 
am ount and purchase price o f the tobacco products and the tax due 
on those tobacco products.

This section changes the definition o f a “distributor” to include 
entities that sell cigarettes to individuals for personal consumption.

This section changes the definition o f “licensee” in  the tobacco 
products statute to include the new  buyer license type.

This section provides a definition for “buyer” in the tobacco 
products statutes.

This section allows a licensee to request that the department replace 
cigarette tax stamps that were lost o r  damaged in  transit.

Special Session Tobacco Tax Sectional Analysis
Departments of Revenue and I.aw

Page 2



Section 27:

Section 28:

Section 29:

Section 30:

Section 31:

Section 32:

This section allows licensees with a physical location in the state and 
who have been in full compliance with cigarette tax statutes for the 
preceding 5 years to reduce their bond requirement from 200%  to 
100% o f their monthly purchases o f tax stamps when paym ent is 
made on a deferred payment basis.

This section allows in-state cigarette licensees to maintain 
unstamped cigarette inventories if  the licensee is in the business o f  
malting cigarette sales to customers outside the state and the licensee 
is properly licensed in the other states where it makes sales.

This section allows in-state cigarette licensees to claim  a credit for 
cigarette tax stamps affixed to packages o f cigarettes that are sold 
outside the state provided the licensee is properly licensed in  the 
other states where it makes sales and the licensee provides p ro o f 
acceptable to the department that the stamped cigarettes were not 
consumed in Alaska.

This is the forfeiture section which allows seizure o f  assets used by  a 
person when the person commits, supported by a showing o f  
probable cause, the crime of misconduct involving unstam ped 
cigarettes in the first degree under AS 43.50.640. This section 
further outlines the types o f assets that m ay be seized, procedures to 
be used to seize such assets, and procedures to he used  in disposing 
o f seized assets.

Tins section changes the definition o f  m isconduct involving
unstamped cigarettes in the first degree from sales o f  or possession 
with intent to sell 1,000 or more unstamped cigarettes to sales o f  or 
possession with inteDt to sell 5,000 or more unstamped cigarettes.

This section changes the definition o f m isconduct involving
unstamped cigarettes in the second degree from sales o f one but
fewer than 1,00J unstamped cigarettes to sales o f one but fewer than 
5,000 unstamped cigarettes and from possession o f  one but fewer 
than 10,000 unstamped cigarettes to possession o f  401 bu t few er 
than 10,000 unstamped cigarettes. This section also includes
importation or possession of one but fewer than 401 unstam ped 
cigarettes as misconduct involving unstamped cigarettes in the 
second degree if  the cigarettes are not possessed for personal 
consumption.

Special Session Tobacco Tax Sectional Analysis
Departments of Revenue and Law
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Section 34: 

Section 35: 

Section 36: 

Section 37: 

Section 38:

Section 33:

Section 39: 

Section 40:

This section allow s manufacturers to offer cigarette promotions in 
the state provided the promotion offered at the wholesale level is the 
same for all wholesalers who participate in the promotion and the 
prom otion offered at the retail level is the same for all retailers who 
participate in the promotion.

This section m akes a technical change to AS 43.50.720 so that the 
language in  that statute conforms to the changes made in  section 38 
o f  this bill.

This section m akes a technical change to AS 43.50.760(b) so that the 
language in th a t statute conforms to the changes made in  section 38 
o f  this bill.

This section m akes a technical change to AS 43.50.770 so that the 
language in that statute conforms to the. changes made in  section 38 
o f  this bill.

This section m akes a technical change to AS 43.50.790(a) so that the 
language in  that statute conforms to the changes m ade in  section 38 
o f  this bill.

This section changes the calculation of cost o f cigarettes as defined 
in the U nfair Cigarette Sales A ct that went into effect January 1, 
2004 as the resu lt o f  the passage last session of SB 168. The Unfair 
Cigarette Sales A ct prohibits all cigarette wholesalers and retailers 
from  selling cigarettes below cost. This section m odifies the Unfair 
Cigarette Sales A ct b y  prohibiting wholesalers and  retailers from 
reducing their cost by  cash discounts received from the 
manufacturers. This section also requires wholesalers and retailers 
to obtain p rio r approval from  the  Department o f  Revenue before 
selling cigarettes at a cost below  the amount posted by the 
Departm ent o f  Revenue.

This section repeals sections o f the  Unfair Cigarette Sales Act that 
conflict with the  new  language inserted in  section 38.

This section requires that a floor stock tax  be paid b y  all persons in 
control or possession o f  cigarettes for resale at the effective date of 
this bill. A  floor stock tax is the difference between the tax paid at 
the old rate and the tax due at the new tax rate. The floor stock tax 
applies to cigarettes only. The floor stock tax m ust be remitted to

Special Session Tobacco Tax Sectional Analysis
Departments of Revenue and Law
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the Department o f Revenue in six sequential monthly installments 
with the first installment due no later than 30 days after the effective 
date of this bill. The floor stock tax is needed to reduce the amount 
of stockpiling by retailers and distributors and the windfall they will 
get by collecting, but not paying, tax at the new rate on the 
stockpiled cigarettes.

Section 41: This section provides an effective date o f September 1, 2004.
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Smoking am ong A laskan high school students has been cut 'in half since 1995, according to results of 
the 2003-Youth R isk Behavior Survey (YRBS). , ( .

O nly 19 percent o f  the state’s high school students say they have smoked at least one cigarette in the 
past month, dow n from 37 percent in 1995 -(Figure 1). Frequent smoking, in which students report 
using cigarettes on at least 20 days in the’previous month, fell from 21 percent in 1995 to just 8 
percent. Just 56 percent o f  high school youth say they have even taken a single puff on a cigarette, 
down from  72 percent in 1995. . ■

Figure 1. Percentage of High School Youth'
Who Ever Took a Puff or Are Current or Frequent Smokers 

By Year, Alaska YRBS, 2003 '
-♦-Took a P u f f C u r r e n t  Smokor -*-Frequent Smoker

‘ 1995 2003

Took a Puff 72% 56%
Current Smoker 37% 19%
Frequent Smoker 21% 8%

‘T o o k n  
at least 1

T he YRBS, conducted jointly in Alaska by the Department o f Health and Social Services and the 
D epartm ent o f  Education and Early Development, was administered to 1,500 Alaskan high school 
students who were randomly chosen from nearly every school district in the state. The 2003 YRBS is 
the first statistically valid statewide health survey ^ f  Alaskan youth since 1995.

W hile smoking rates have declined overall, the YRBS shows that smoking among Alaska Native 
youth far exceeds that seen in all other races. Approximately 49 percent o f Alaska Native females 
and 40 percent o f Alaska Native males say they have smoked at least once during the previous 
m onth (Figure 2). About one in five Alaska N ative students o f both sexes report smoking at least 20 
days per month.

80%

o% -I----------------------------------------------- ,-----------------------------

1995 2003
I I

Puff”  -  loolc at least a pufTof o cigartne in lifetime; “Current Smoker' -  smoked on 
I out o f  the last 30 days; "Frequent Smoker" -  smoked on a t least 20 out of the last 30 days

l



Figure 2. Percentage o f  I-Iigh S choo l Y outh  
■\Vho A re Current Sm okers, B y S ex  and R ace 

A laska YRBS (2003), U S  Y R B S  (2001)

Alaska
Native White

Male
Female

40%
49%

13%
12%

US YRBS, 2001 (all races) 
males = 29%, females = 28%

Other
Race
15%
10%

GOV.

e 50%

E  4 0 %  - 1 - .  
in
c  3 0 %  - u
O 20%

§ 10%--

0% ■im
Alaska White Other 
Native

Race

■  Male 

□  Female

U S -A ll

Races

"C u rre n t S m o k e r"  *  sm oked  on  a t le a s t I o u t o f  th e  la s t 3 0  d a y s

Smoking among Alaska Native youth surpasses that o f  non-native youth at every grade level 
(Figure 3). While the likelihood of smoking increases among non-native youths as they progress 
through high school, it is already near maximum levels by the 9th grade among A laska Natives.

9 th 10th 11th 12 th

Native 42% 50% 42% 42%
Non-Native 7% 12% 13% 20%

Figure 3. Percentage o f  H igh  School Y outh 
W ho A re Current Sm okers B y  Race and Grade 

A laska Y R B S, 2003

9th 10th 11th 12lh 

Grade

“Current Sm oker" * smoked on at lean  I out o f  the Iasi 30 days



' AThe YRBS also shows that about 11 percent o f Alaskan youth have used smokeless tobacco in t h e ^ ^ ^  
previous month. Smokeless tobacco use is especially high among Alaska Natives, where rates among 

.boys are double the national average* and rates among girls are nine times higher than the national 
norm  (Figure 4).

I4 #
Figure 4. Percentage o f High School Youth 

W ho Use Smokeless Tobacco, By Sex and Race 
Alaska YRBS (2003), US YRBS (2001)

A laska
N ative W hite

*

Other
Race

M ale 32% 11% 12%
F em ale 18% • 3% *2%

US YRBS, 2001 (all races)
males =  15%, females = 2% •

A la sk a  W hits 
N ative

R a c e

” U«e Smokeless Tobacco" “ used any jmokeless tobacco product on i t  least I o f the last 30 days

The Y RBS confirms that youth exposure to environmental tobacco smoke in Alaska remains high, 
despite increased restrictions on smoking in public places. Nearly 50 percent o f Alaskan youth who 
do no t smoke say they have been exposed in the past week to secondhand smoke inside of buildings 
or cars (Figure 5). M ore than 95 percent o f  youth say they believe that secondhand smoke is harmful. 
This v iew  was even expressed by 89 percent o f those who smoke.

Non- 
Smokers Smokers

Secondhand Smoke in Car 24% 59%
Secondhand Smoke Indoors 43% 70%
Secondhand Smoke Either Place 47% 78%
Believe Secondhand Smoke

is Harmful 98% 89%

Figure 5. Percentage of High School Smokers and 
Non-Smokers Exposed to Secondhand Smoke in Past Week 

Alaska YRBS, 2003

□  N o n - S m  o k a r a  I S m o k i r i

Secondhand Smoke In Car 

Secondhand  Smoke Indoora 

S eco nd h an d  Smoke Either P lace

Believe Secondhand Smoka la
Harmful



Other findings from the 2003 YRBS bring to light important social and behavioral risk factors 
associated with youth smoking?

• Students who report that their parents never talk to them about school are alm ost twice as likely 
to smoke as students whose parents do talk with them about school (32 percent vs. 18 percent).

• Students who get mostly C ’s or worse in school are four times as likely to sm oke as those who 
get mostly A ’s'(32 percent vs. 8 percent).

• Students who do not participate in after-school activities are almost twice as likely to smoke as 
students who participate in one or more such activities per week (26 percent vs. 14 percent).

.  Students older than 16 years o f  age who smoke are twice as likely to have used alcohol in the
past month, and are four times as likely to have used marijuana during that time, com pared to 
those who do not smoke (70 percent vs. 36 percent, and 62 percent vs. 16 percent, respectively.)

i

« Students older than 16 years of age who smoke are three times as likely to have ever used
inhalants, and four times as likely to have ever tried cocaine, heroin, m etham phetam ine or 
ecstasy, compared to those who do not smoke (24 percent vs. 8 percent, and 43 percent vs. 11 
percent, respectively.)

• Students older than 16 years o f age who smoke are almost twice as likely to have had sex in the 
previous three months, compared to those who do not smoke (55 percent vs. 29 percent).

« Students who smoke are twice as likely to have been in a physical fight in the past year, and four
times as likely to have been driving while intoxicated during the past 30 days, compared to those 
who do not smoke (46 percent vs. 22 percent, and 28 percent vs. 7 percent, respectively).

The steep drop in youth smoking was achieved after Alaska invested heavily in a com prehensive 
tobacco prevention and control program. This program thrives on the strong partnership between 
state government and the Alaska Tobacco Control Alliance, whose members include the Alaska 
Native Health Board, the American Cancer Society, the American Heart Association, and the 
American Lung Association o f  Alaska.

Components o f the state tobacco program include:

• An aggressive anti-tobacco media campaign aimed especially at curbing tobacco use by youth.
• A statewide excise tax designed to put tobacco products out o f  the reach o f  kids by boosting the 

price of cigarettes by $1 per pack.
• Community-based advocacy programs that discourage the initiation o f tobacco use by youth and 

promote the enactment o f local ordinances that reduce environmental tobacco sm oke exposure.
• Renewed efforts to reduce illegal sales o f tobacco to youth through improved vendor training and 

increased enforcement actions across Alaska.

Last year, undercover sting operations found that more than 30 percent o f A laskan tobacco outlets 
were unlawfully selling cigarettes and other tobacco products to minors. During 2003, illegal sales to 
youth fell to 10 percent (Figure 6). Clean indoor air ordinances are now in force in A nchorage,



I

»
Juneau, Bethel, Barrow, Dillingham, Kenai and Soldotna. Many other smaller communities have 
adopted informal non-smoking policies. .

Percent o f  Tobacco Vendors 
in Non-Compliance

1996 34%
1997 29%
1998 24%
1999 34%
2000 36%
2001 27%
2002 30%
2003 10%

52O Q) 
= C 
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c o aj 2  
H c  tu “  
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Age of Confiden tia l 
Inform ants:

F i g u r e  6.  I l l eg a l  T o b a c c o  S a l e s  to Y o u t h  
1 and  A g e  o f  C o n f i d e n t i a l  I n fo r m an t s  

A l a s k a  1996-2 .003

□  S ale s to You th D  1 5-17-year*old (CIs 
■  1 fl yaar-old CIs

Tobacco-attributable disease in Alaska accounts for approximately 600 deaths per year, more than 
five tim es as many deaths as those caused by motor vehicle crashes, and nearly 100 timps as many 
deaths as those caused by AIDS. O f the death toll due to tobacco, 120 lives are lost; each year 
because o f  secondhand smoke. Beyond this, tobacco use accounts for more than $260 million in 
direct and indirect medical costs in Alaska each year.

The persistently high levels o f smoking among Alaska Native youth .do not bo'de well for reducing 
racial disparities in the burden o f chronic disease in Alaska. Lung cancer mortality among Alaska 
N atives, once rare, now exceeds that o f non-natives (Figures 7 and 8). The high levels o f smokeless 
tobacco use among A laska Native youth are also worrisome, as continued use into adulthood will 
increase the likelihood o f  developing oral cancers, periodontal disease and other disorders.

Reductions in youth smoking are critical in decreasing the long-term burden of heart disease, stroke, 
cancer and other chronic diseases in Alaska. Approximately three-quarters o f smokers initiate 
tobacco use as adolescents.1 Young people who are refusing to use tobacco today are unlikely to start 
sm oking later in life.

Investm ents in tobacco prevention and control programs have a strong effect on reducing tobacco 
use, as long as programs can continue to dedicate significant and sustained resources to prevention 
activities.2 A laska currently spends approximately $5.2 million per year on tobacco prevention and 
control, including $3.1 million provided by the 1998 Master Settlement Agreement between states 
and the tobacco industry. This total falls short o f the $8.1 million minimum budget recommended by 
the federal Centers for Disease Control and Prevention for Alaska, and is well below the CDC’s 
recommended spending level of $16.5 million.



Male Female

Native 91.0 37.2
Non-Native 56.1 39.9

Data Source: Alaska Cancer Registry

Figure 7. Lung Cancer M ortality Rates (per 100,000) 
by Race and Sex 

Alaska 1996-1999

I Natlvo O N o n  N ative

M a le

Data Source: Alaska C nnccr R egistry

F e m ale

F igure  8. C ancer o f  L u n g /B ro n ch u s 
A verage A nnual A ge-A djusted  C ancer In c id en ce  R ates  

A laska N atives 1969-1998 and U S 1974-1997

L i t t ip /B r t x ic h u s :  M ale

* ■  • > U S (W t
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(This figure provided by the Alaska Native Tribal Health Consortium Alaska Native Tumor Registry.)
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1 Substance Abuse and Mental Health’Sendees-Administration. (2003). Results from,the 2002 National Survey on 
• Drug Use and Health: National Findings (Office of Applied Studies, NHSDA Series H-22, DHHS Publication

No. SMA 03-3836). Rockville, MD.
I

2 Farrelly M 3, Pechacek TF, Chaloupka FJ. The impact of tobacco control program expenditures on aggregate 
cigarette sales: 1981-2000. JH ealth Economics. 2003;22:843-859. '
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CompIPfon of CS SB 368, version I.A to CS LIB 538, version S, & ^ B ia l  Session Draft Legislation
Prepared: June 7, 2004, 11:45 AM ______ ___________________________________
CSSB 368 Version I.A (As passed by Senate) CSHB 538 Version S (House L&C) Special Session Tobacco Tax Bill (Draft)

Section 1. This section outlines the intent by 
the legislature to provide funding to tobacco 
control programs at minimum levels 
recommended by the U.S. Department of 
Health and Human Services from tobacco tax 
revenues collected by the state.

Section 1. This section outlines the intent by 
the legislature to provide funding to tobacco 
control programs at minimum levels 
recommended by the U.S. Department of 
Health and Human Services from tobacco tax 
revenues collected by tire state.____________

Section 2. This section increases the cigarette 
license fee for manufacturers from $5 to $50.
Section 3. This section increases the cigarette 
license fee for vending machine operators 
from $25 to $50.

Section 2. This section increases the cigarette 
license fee for manufacturers from $5 to $50.
Section 3. This section increases the cigarette 
license fee for vending machine operators 
from $25 to $50.

Section 1. This section increases the cigarette 
license fee for direct-buying retailers from 
$25 to $50. This increase makes the license 
fee the same for distributors and direct- 
buying retailers who are engaged in 
substantially similar activities._____________

Section 4. This section increases the cigarette 
license fee for direct-buying retailers from 
$25 to $50. This increase makes the license 
fee the same for distributors and direct- 
buying retailers who are engaged in 
substantially similar activities.

Section 4. This section increases the cigarette 
license fee for direct-buying retailers from 
$25 to $50. This increase makes the license 
fee the same for distributors and direct- 
buying retailers who are engaged in 
substantially similar activities._____________

Section 2. This section is a technical 
correction to the wholesaler-distributor 
cigarette license type. This correction 
ensures that in-state individuals and retailers 
are not dc able taxed on product that is sold to 
them by an entity holding a wholesaler- 
distributor license.

Section 5. This section is a technical 
correction to the wholesaler-distributor 
cigarette license type. This correction 
ensures that in-state individuals and retailers 
are not double taxed on product that is sold to 
them by an entity holding a wholesaler- 
distributor license.

Section 5. This section is a technical 
correction to the wholesaler-distributor 
cigarette license type. This correction 
ensures that, in-slate individuals and retailers 
are not double taxed on product that is sold to 
them by an entity holding a wholesaler- 
distributor license.

Section 3. This section requires unlicensed 
entities that bring cigarettes into the state 
upon which a tax stamp is not affixed to pay 
the cigarette excise tax and remit it to the 
department each month_________________

Section 6. Tliis section requires unlicensed 
entities that bring cigarettes into the slate 
upon which a lax stamp is not affixed to pay 
the cigarette excise tax and remit it to the 
department each month.

Section 6. This section requires unlicensed 
entities that bring cigarettes into the state 
upon which a tax stamp is not affixed to pay 
the cigarette excise lax and remit it to the 
department each month.________________

Section 7. This section allows individuals to 
personally transport up to 600 cigarettes (3 
cartons) each month without incurring 
cigarette tax liability imposed by AS
43.50.090.

Section 7. This section allows individuals to 
personally transport up to 400 cigarettes (2 
cartons) each month without incurring 
cigarette tax liability imposed by AS
43.50.090.

Page 1 of 8



Comparison of CS SB 368, version I.A to CS HB 538, version S, & Special Session Draft Legislation
Prepared; June 7,2004, 11:45 AM_________  •
CSSB 368 Version I.A (As passed by Senate) CSHB 538 Version S (House L&C)

I
Special Session Tobacco Tax Bill (Draft)

Section 8. This section changes the definition 
of a class A misdemeanor for violations of the 
cigarette shipping restrictions from one but 
fewer than 1,000 cigarettes to one but fewer 
than 5,000 cigarettes. This section changes 
the definition of a class C felony for 
violations of the cigarette shipping 
restrictions from 1,000 or more cigarettes to
5.000 or more cigarettes. The intention in 
raising the threshold for the class C felony is 
to make it consistent with the threshold for C 
felony theft (theft in the 2nd degree), which 
requires a value of $500. The tax due on
5.000 cigarettes under this bill would be 
$500.

Section 8. This section changes the definitioi 
of. a.class A misdemeanor for violations of tin 
cigarette shipping restrictions from one but 
fewer than 1,000 cigarettes to'one but fewer 
than 5,000 cigarettes. This section changes 
the definition of a class C felony for 
violations of the cigar ette shipping 
restrictions from 1,000 or more cigarettes to
5.000 or more cigarettes The intention in 
raising the threshold for tlie class C felony is 
to make it consistent with the threshold for C 
felony theft (theft in the 2nd degree), which 
requires a value of $500. The tax due on
5.000 cigarettes under this bill ($1.00 per 
pack increase) would be $500.

Section 9. This section provides that any 
person who violates the cigarette shipping 
restrictions is jointly and severally liable for 
the cigarette excise taxes and is required, as 
permitted by the U.S. Constitution, to collect 
and remit the cigarette excise taxes to the 
department. This section will enhance the 
ability of the Department to collect taxes 
from out-of-state sellers who violate the • 
state’s shipping laws. Current U.S. Supreme 
Court precedent (Quill Corp. v. North 
Dakota) requires some in-state physical 
presence before states can impose excise tax 
collection requirements on sellers. At some 
point in the future, however, Congress may 
overrule the Quill decision or the Court may 
reconsider it, at -which point the State w ill be 
in a position to be able to collect tobacco 
taxes from out-of-state sellers that violate the

Section 9. This section provides that any 
person who violates the cigarette shipping 
restrictions is joint.y and severally liable for 
the cigarette excise taxes and is required, as 
permitted by the U.S. Constitution, to collect 
and remit the cigarette excise taxes to the 
department. ThL' section will enhance the 
.ability of the Department to collect taxes 
from out-of-state sellers who violate the 
state’s shipping laws. ■ Current U.S. Supreme 
Court precedent (Quill Corp. v. North ■ 
Dakota) requires some in-state physical, 
presence before states can impose excise tax 
collection requirements on sellers. At some 
point in the friture, however, Congress may 
overrule the Quill decision or the Court may 
reconsider it, at which point the State w ill be 
in a position to be able to collect tobacco 
taxes from out-of-state sellers that violate the
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CSSB 368 Version I.A (As passed by Senate) CSHB 538 Version S (House L&C) Special Session Tobacco Tax Bill
state’s shipping law, even if such shippers 
have no physical presence in the state.

state’s shipping law, even if such shippers 
have no physical presence in the state.

Section 4. This section is a technical 
correction to the definition of a “buyer” that 
ensures that an individual bringing cigarettes 
into the stale that were purchased from a 
licensed wholesaler-distributor are not again 
subject to tax.

Section 10. This section is a technical 
correction to the definition of a “buyer” that 
ensures that an individual bringing cigarettes 
into the slate that were purchased from a 
licensed wholesaler-distributor are not again 
subject to tax.

Section 10. This section is a technical 
correction to the definition of a “buyer” that 
ensures that an individual bringing cigarettes 
into the state that were purchased from a 
licensed wholesaler-distributor are not again 
subject to tax.

Section 5. This section is a technical 
correction to the definition of “direct-buying 
retailer” that ensures that a retailer bringing 
cigarettes into the state that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 11. This section is a technical 
correction to the definition of “direct-buying 
retailer” that ensures that a retailer bringing 
cigarettes into the state that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 11. This section is a technical 
correction to the definition of “direct-buying 
retailer” that ensures that a retailer bringing 
cigarettes into the state that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 6. This section is a technical 
correction to the definition of “distributor” 
that ensures that a distributor bringing 
cigarettes into the state that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 12. This section is a technical 
correction to the definition of “distributor” 
that ensures that a distributor bringing 
cigarettes into the slate that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 12. This section is a technical 
correction to the definition of “distributor” 
that ensures that a distributor bringing 
cigarettes into the state that were purchased 
from a licensed wholesaler-distributor are not 
again subject to tax.

Section 7. This section is a technical 
correction to the definition of “wholesaler- 
distributor” that ensures that entities outside 
the slate who make sales of cigarettes into the 
state are properly licensed.

Section 13. This section is a technical 
correction to the definition of “wholesaler- 
distributor” that ensures that entities outside 
ihe slate who make sales of cigarettes into the 
state are properly licensed,

Section 13. This section is a technical 
correction to the definition of “wholesaler- 
distributor” that ensures that entities outside 
the state who make sales of cigarettes into the 
state are properly licensed.

Section 8. This section increases the tax on 
cigarettes by 50 mills or $1.00 per pack of 20. 
The increase in this tax will all go into the 
general fund.

Section 14. This section increases the tax on 
cigarettes by 50 mills or $1.00 per pack of 20. 
The increase in this tax will all go into the 
general fund.

Section 14. This section increases the tax on 
cigarettes by 50 mills or $1.00 per pack of 20. 
The increase in tliis tax will all go into the 
general fund.

Section 15. This section allows individuals to 
personally transport up to 600 cigarettes (3 
cartons) each month without incurring 
cigarette (ax liability imposed by AS 
43.50.190.

Section 15. This section allows individuals to 
personally transport up to 400 cigarettes (2 
cartons) each month without incurring 
cigarette tax liability imposed by AS 
43.50.190.
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Comparison of CS SB 368, version I.A to CS HB 538, version S, & Special Session Draft Legislation
Prepared: June 7,2004, 11:45 AM___________________________________________
CSSB 368 Version I.A (As passed by Senate) CSHB 538 Version S (House L&C) Special Session Tobacco Tax Bill (Draft)

Section 16. This section requires 8.9% of 
annual cigarette tax revenues levied under AS 
43.50.190(a) to be deposited in the tobacco 
use education and cessation fund.

Section 16. This section requires 8.9% of 
annual cigarette tax revenues levied under AS 
43.50.190(a) to be deposited in the tobacco 
use education and cessation fund.

Section 9. This section increases the tax on 
other tobacco products from 75% to 100% of 
the wholesale cost and also levies the tax on 
other tobacco products sold or imported 
into the state for jaersonal consumption.

Section 17. This section increases the tax on 
other tobacco products from 75% to 100% of 
the wholesale cost.

Section 17. This section increases the tax on 
other tobacco products from 75% to 100% of. 
the wholesale cost and also levies the tax ou 
other tobacco products sold or imported 
into the state for personal consumption. 1

Section 10. This section requires that 
individuals that import other tobacco products 
into the state must have a license as a 
“buyer”.

Section 18. This section requires that 
individuals that import other tobacco products 
into the state must have a license as a • 
“buyer”.

Section 11. This section requires that a fee of 
$25 must be paid for a tobacco products 
“buyer” license.

•
Section 19. This section requires that a fee of 
$25 must be paid for a tobacco products 
“buyer” license.

Section 12. This section requires i, 'stributors 
to provide information about the type of 
tobacco business they are conducting to the 
Department of Revenue.

-

Section 20. This section requires distributors 
to provide information about the type of 
tobacco business they are conducting to the 
Department of Revenue.

Section 13. This section allows distributors 
and buyers to renew their tobacco products 
license each year for a fee of $50 and $25, 
respectively.

“

Section 21. This section allows distributors 
and buyers to renew their tobacco products 
license each year for a fee of $50 and $25, 
respectively.

Section 14. This section requires individuals 
who import tobacco products for personal 
consumption to file a relum each month
indicating the amount and purchase prico of 
the tobacco products and the tax due on those 
tobacco products.

•

Section 22. This section requires individuals 
who import tobacco products for personal 
consumption to file a return each month 
indicating the amount and purchase price of 
the tobacco products and the tax due on those 
tobacco products.'

•
Section 23.’ This section changes the 
definition of a “distributor” to include entities 
that sell cigarettes to individuals for personal 
consumption.
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CSSB 368 Version I.A (As passed by Senate) CSHB 538 Version S (House L&C) Special Session Tobacco Tax Bill (Draft)
Section 15. This section changes the 
definition of “licensee” in the tobacco 
products statutes to include the new “buyer” 
license type.

Section 24. This section changes the 
defini tion of “licensee” in the tobacco 
products statutes to include the new “buyer” 
license type.

Section 16. This section provides a definition 
for “buyer” in the tobacco products statutes.

Section 25. This section provides a definition 
for “buyer” in the tobacco products statutes.

Section 17. This section allows a licensee to 
request that the department replace cigarette 
tax stamps that were lost or damaged in 
transit.

Section 18. This section allows a licensee to 
request that the department replace cigarette 
tax stamps that were lost or damaged in 
transit.

Section 26. This section allows a license • to 
request that the department replace cigarette 
lax stamps that were lost or damaged in 
transit.

Section 18. This section allows licensees 
with a physical location in the state and who 
have been in full compliance with cigarette 
tax statutes for the preceding 5 years to 
reduce their bond requirement from 200% to 
100% of their monthly purchases of cigarette 
tax stamps when payment is made on a 
deferred payment basis.

Section 19. This section allows licensees 
with a physical location in the stale and who 
have been in full compliance with cigarette 
tax statutes for the preceding 5 years to 
reduce their bond requirement from 200% to 
100% of their monthly purchases of stamps 
when payment is made on a deferred payment 
basis.

Section 27. This section allows licensees 
with a physical location in the state and who 
have been in full compliance with cigarette 
tax statutes for the preceding 5 years to 
reduce their bond requirement from 200% to 
100% of their monthly purchases of stamps 
when payment is made on a deferred payment 
basis.

Section 19. This section allows in-stale 
cigarette licensees to maintain unstamped 
cigarette inventories if the licensee is in the 
business of making cigarette sales to 
customers outside the state and the licensee is 
properly licensed in the other states where it 
makes sales.

Section 20. This section allows in-slate 
cigarette licensees to maintain unstamped 
cigarette inventories if the licensee is in the 
business of making cigarette sales to 
customers outside the state and the licensee is 
properly licensed-in the other stales where it 
makes sales.

Section 28. This section allows in-state 
cigarette licensees to maintain unstamped 
cigarette inventories if the licensee is in the 
business of making cigarette sales to 
customers outside the state and the licensee is 
properly licensed in the other states where it 
makes sales.

Section 20. This section allows in-state 
cigarette licensees to claim a credit for 
cigarette tax stamps affixed to packages of 
cigarettes that are sold outside the state 
provided the licensee is properly licensed in 
the other states where it makes sales and the 
licensee provides proof acceptable to the 
department that the stamped cigarettes were 
not consumed in Alaska.

Section 21. This section allows in-stale 
cigarette licensees to claim a credit for 
cigarette tax stamps affixed to packages of 
cigarettes that are sold outside the stale 
provided the licensee is properly licensed in 
Hie other stales where it makes sales and the 
licensee provides proof acceptable to the 
department that the stamped cigarettes were 
not consumed in Alaska.

Section 29. This section allows in-state 
cigarette licensees to claim a credit for 
cigarette tax stamps affixed io packages of 
cigarettes that are sold outside the slate 
provided the licensee is properly licensed in 
the other states where it makes sales and the 
licensee provides proof acceptable to the 
department that the stamped cigarettes were 
not consumed in Alaska.
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Section 21. This section allows for the 
seizure of assets used by a person when the 
person commits, or the state has probable 
cause to believe that the person has 
committed, a violation of the Cigarette Tax 
Act. This section further outlines the types of 
assets that may be seized, procedures for 
seizing assets, and procedures for the 
disposition of assets after they are seized.
This section further provides that assets used 
as sole transportation in a village cannot be 
seized.

Section 22. Tliis section allow s for the 
seizure of assets used by a person when the 
person commits, or the state has probable 
cause to believe that the person has 
committed, the felony of misconduct 
involving unstamped cigarettes or stamps in 
the first degree. This section further outlines 
the types of assets that may be seized, 
procedures for seizing assets, and procedures 
for the disposition of assets after they are 
seized.

Section 30. This section allows for the 
seizure of assets used by a person when the 
person commits, or the state has probable 
cause to believe that the person has 
committed, the felony of misconduct 
involving unstamped cigarettes or stamps in 
the first degree.. This section further outlines 
the types of assets that may be seized, • 
procedures for seizing assets, and procedures 
for the disposition of assets after they are 
seized.

Section 22. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the first degree from sales of or 
possession with intent to sell 1,000 or more 
unstamped cigarettes to sales of or possession 
with intent to sell 5,000 or more unstamped 
cigarettes.

Section 23. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the first degree from sales of or • 
possession with intent to sell 1,000 or more 
unstamped cigarettes to sales of or possession 
with intent to sell 5,000 or more unstamped 
cigarettes.

Section 31. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the first degree from sales of or 
possession with intent to sell 1,000 or more 
unstamped cigarettes to sales of or possession 
with intent to sell 5,000 or more unstamped 
cigarettes.

Section 23. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the second degree from sales of, 
or possession with the intent to sell, one but 
fewer than 1,000 unstamped cigarettes to' 
sales of, or possession with the intent to sell, 
one but fewer than 5,000 unstamped 
cigarettes.

Section 24. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the second degree from sales of 
one but fewer than 1,000 unstamped 
cigarettes to sales of one but fewer than 5,000 
unstamped cigarettes and from possession of 
one but fewer than 10,000 unstamped 
cigarettes to possession of 601 but fewer 
than 10,000 unstamped cigarettes. This 
section also includes importation or 
possession of one but fewer than 601 
unstamped cigarettes as misconduct 
involving unstamped cigarettes in the first 
degree if the cigarettes arc not possessed 
for personal consumption.

Section 32. This section changes the 
definition of misconduct involving unstamped 
cigarettes in the second degree from sales of 
one but fewer than 1,000 unstamped 
cigarettes to sales of one but fewer than 5,000 
unstamped cigarettes and from possession of 
one but fewer than 10,000 Unstamped 
cigarettes to possession of 401 but fewer • 
than 10,000 unstamped cigarettes. This 
section also includes importation or 
possession of one but fewer than 401 
unstamped cigarettes as misconduct 
involving unstamped cigarettes in tbe first 
degree if the cigarettes are not possessed 
for personal consumption.
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Section 24. This section allows 
manufacturers to offer cigarette promotions in 
the state provided the promotion offered at 
the wholesale level is the same for all 
wholesalers who participate in the promotion 
and the promotion offered al the retail level is 
the same for all retailers who participate in 
the promotion.

Section 25. This section allows 
manufacturers to offer cigarette promotions in 
the state provided the promotion offered at 
the wholesale level is the same for all 
wholesalers who participate in the promotion 
and the promotion offered at the retail level is 
the same for all retailers who participate in 
the promotion.

Section 33. This section allows 
manufacturers to offer cigarette promotions in 
the state provided the promotion offered at 
the wholesale level is the same for all 
wholesalers who participate in the promotion 
and the promotion offered al the retail level is 
the same for all retailers who participate in 
the promotion.

Section 25. This section makes a technical 
change to AS 43.50.720 so that the language 
in that statute conforms to changes made in 
Section 28 of this bill.

Section 26. This section makes a teclinical 
change to AS 43.50.720 so that the language 
in that statute conforms to cnanges made in 
Section 30 of this bill.

Section 34. This section makes a technical 
change to AS 43.50.720 so that the language 
in that statute conforms to changes made in 
Section 38 of this bill.

Section 26. This section makes a teclinical 
change to AS 43.50.760(b) so that the 
language in that statute conforms to changes 
made in Section 28 of this bill.

Section 27. This section makes a teclinical 
change to AS 43.50.760(b) so that the 
language in that statute conforms to changes 
made in Section 30 of this bill.

Section 35. This section makes a tecluiical 
change to AS 43.50.760(b) so that the 
language in that statute conforms to changes 
made in Section 38 of this bill.

Section 27. This section makes a teclinical 
change to AS 43.50.770 so that the language 
in that statute conforms to changes made in 
Section 28 of this bill.

Section 28. This section makes a teclinical 
change to AS 43.50.770 so that the language 
in that statute conforms to changes made in 
Section 30 of this bill.

Section 36. This section makes a teclinical 
change to AS 43.50.770 so that the language 
in that statute conforms to changes made in 
Section 38 of this bill.

Section 29. This section makes a teclinical 
change to AS 43.50.790(a) so that the 
language in that statute conforms to changes 
made in Section 30 of this bill.

Section 37. This section makes a tecluiical 
change to AS 43.50.790(a) so that the 
language in that statute conforms to changes 
made in Section 38 of this bill.

Section 28. This section changes the 
calculation of cost of cigarettes as defined in 
the Unfair Cigarette Sales Act that went into 
effect January 1, 2004 as the result of the 
passage last session of SB 168. The Unfair 
Cigarette Sales Act prohibits all cigarette 
wholesalers and retailers from selling

Section 30. This section changes the 
calculation of cost of cigarettes as defined in 
the Unfair Cigarette Sales Act that went into 
effect January 1, 2004 as the result of the 
passage last session of SB 168. The Unfair 
Cigarette Sales Act prohibits all cigarette 
wholesalers and retailers from selling

Section 38. This section changes the 
calculation of cost of cigarettes as defined in 
the Unfair Cigarette Sales Act that went into 
effect January 1, 2004 as the result of the 
passage last session of SB 168. The Unfair 
Cigarette Sales Act prohibits all cigarette 
wholesalers and retailers from selling
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cigarettes below cost. This section modifies 
the Unfair Cigarette Sales Act by prohibiting 
wholesalers and retailers from reducing their 
cost by cash discounts received from 
manufacturers. This section also requires 
wholesalers and retailers to obtain prior 
approval from the Department of Revenue 
before selling cigarettes at a cost below the 
amount posted by the Department of 
Revenue.

cigarettes below cost. This section modifies 
the Unfair Cigarette Sales Act by prohibiting 
wholesalers and retailers from reducing their 
cost by cash discounts received from the 
manufacturers. This section also requires 
wholesalers and retailers to obtain prior 
approval from the Department of Revenue 
before selling cigarettes at a cost below the 
amount posted by the Department of 
Revenue.

cigarettes below cost. This section modifies 
the Unfair Cigarette Sales Act by prohibiting 
wholesalers and retailers from reducing their 
cost by cash discounts received from the 
manufacturers. This section also requires 
wholesalers and retailers to obtain prior 
approval from the Department of Revenue 
before selling cigarettes at a cost below the 
amount posted by the Department of 
Revenue.

Section 29. This section repeals sections of 
the Unfair Cigarette Sales Act that conflict 
with the new language inserted in Section 28.

Section 31. This section repeals sections of 
the Unfair Cigarette Sales Act that conflict 
with the new language inserted in Section 30.

Section 39. This section repeals sections of 
the Unfair Cigarette Sales Act that conflict 
with the new language inserted in Section 38.

Section 30. This section requires that a floor 
stock tax be paid by all persons in control or 
possession of cigarettes for resale at the 
effective date of this bill. A floor stock tax is 
the difference between the tax paid at the old 
rate and the tax due at the new tax rate. The 
floor stock tax applies to cigarettes only. The 
floor stock tax must be remitted to the 
Department of Revenue in six sequential 
monthly installments with the first installment 
due no later than 30 days after the effective 
date of this bill. The floor stock tax is needed 
to reduce the amount of stockpiling by 
retailers and distributors and the windfall they 
will get by collecting, but not paying, tax at 
the new rate on the stockpiled cigarettes.

Section 32. This section requires that a floor 
stock tax be paid by all persons in control or 
possession of cigarettes for resale at the 
effective date of this bill. A floor stock tax is 
the difference between the tax paid at the old 
rate and the tax due at the new tax rate. The 
floor stock tax applies to cigarettes only. The 
floor stock tax must be remitted to the 
Department of Revenue in six sequential 
monthly installments with the first installment 
due no later than 30 days after the effective 
date of this bill. The floor stock tax is needed 
to reduce the amount of stockpiling by 
retailers and distributors and the windfall they 
will get by collecting but not paying tax at the 
new rate on the stockpiled cigarettes.

Section 40. This section requires that a floor 
stock tax be paid by all persons in control or 
possession of cigarettes for resale at the 
effective date of this bill. A floor stock tax is 
the difference between the tax paid at the old 
rate and the tax due at the new tax rate. The 
floor stock tax applies to cigarettes onty. The 
floor stock tax must be remitted to the 
Department of Revenue in six sequential 
monthly installments with the first installment 
due no later than 30 days after the effective 
date of this bill. The floor stock tax is needed 
to reduce the amount of stockpiling by 
retailers and distributors and the windfall they 
will get by collecting but not paying tax at the 
new rate on the stockpiled cigarettes.

Section 31. The section provides an effective 
date of July 1,2004.

Section 33. The section provides an effective 
date of July 1,2004.

Section 41. The section provides an effective 
date of September 1,2004.
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BENEFITS FROM A CIGARETTE TAX INCREASE IN ALASKA

Current State Cigarette Tax: 1 Dollar Per Pack (12th among all states)

Smoking-caused costs in state per taxed pack sold: $6.38 
Average retail price per pack: $4.34 (state share from excise and sales taxes: $1.00)

Total state Medicaid program smoking costs each year: $60 million 
State cigarette tax revenue each year: $40.4 million (2002)

Last Alaska Cigarette Tax Increase: 10/01/97

Projected Benefits From Increasing the State Cigarette Tax By 1 Dollar Per Pack
• New state cigarette tax revenues each year: $30.7 million 
» New sales tax revenues: State has no sales tax.
■ Pack sales decline in state: -4.6 million
■ Percent decrease in youth smoking: 15.0%
• Increase in total number o f kids alive today who will not become smokers: 9,100
■ Number of current adult smokers in the state who would quit: 4,500
■ Number of smokin^ affected births avoided over next five years: 1,300
• Number of current adult smokers saved from smoking-caused death: 900
• Number of kids alive today saved from premature smoking-caused death: 2,900
■ 5-Year healthcare savings from fewer smoking-affected pregnancies & births: $1.6 m illion
■ 5-year healthcare savings from fewer smoking-caused heart attacks & strokes: $1.8 m illion
• Long-term healthcare savings in state from adult & youth smoking declines: $146.3 m illion

These projections provide careful estimates of the new revenues and public health benefits the state would obtain from 
the cigarette tax increase above and beyond what it would got if it does not raise the tax. These projections are fiscally 
conservative because they include a generous adjustment for lost state pack sales (and tax revenues) from new tax 
avoidance efforts after the tax Increase by continuing In-state smokers. The projections are also based on research 
findings that a 10% cigarette price increase reduces youth smoking rates by 6.5%, adult rales by 2%, and total 
consumption by 4%, and assume that the state tax will keep up with inflation. Nevertheless, cigarette tax increases both 
reduce smoking levels and increase state revenues because the increased tax per pack brings in more new revenue 
than is lost from the decrease in the number of packs sold. Sales tax rate is 0.0%. Kids slopped from smoking and 
dying are from all kids alive today. Long-term savings accrue over lifetimes of persons who stop smoking or never smoke 
because of tax increase.

S ou rce s . Chaloupka, F, “Macro-Social Influences: Effects of Prices and Tobacco Control Policies on the Demand for 
Tobacco Products," N icotine & Tobacco  R e s e a rc h , 1999, and other price studies at http://tigqer.uic.edu/--fic and 
www.uic.edu/orQs/imDacteen. Orzechowski & Walker, Tax B u rd e n  on  T o b a cc o , 2002. USDA Econom ic Research 
Service, www.ers.usda.Qov/3riefing/tobacco. State tax offices. Farrelly, M. et al., "Cigarette Smuggling Revisited," U.S. 
Centers for Disease Control & Prevention (CDC), In press. CDC, S ta te  H ig h lig h ts  2 0 0 2 : Im p a c t a n d  O p p o r tu n ity , A p r i l  
2002, www.cdc.Qov/lobacco/StateHiqhlighls.htm. Miller, P., et al., "Birth and First-Year Costs fo r Mothers and Infants 
Attributable to Maternal Smoking," N ic o tin e  &  T o b a cco  R e s e a rc h 3(1): 25-35, February 2001. Lightwood, J. & S. Glantz, 
"Short-Torm Economic and Health Benefits of Smoking Cessation - Myocardial Infarction and Stroke," C irc u la tio n 96(4): 
1039-1096, August 19,1997, hltp://circ.ahaiourr,als.orq/cqi/content/full/96/4/1089. Hodgson, T.t "Cigarette Smoking and 
Lifetime Medical Expenditures," The M illb a n k  Q u a rte r ly 70(1), 1992. U.S. Census. Nat'l Center for Health Statistics.

For more information, see the Campaign fact sheets -  including R a is in g  S ta te  T o b a c c o  T axes  A lw a y s  R e d u c e s  T o b a c c o  
Use (& A lw a ys  Inc rea ses  State R e v e n u e s ) -  at hllp://lobaccofregkids.orq/research/factsheQls/index.nhn?CalogorylD=18
and hlli)://tobaccofrgekids,oro/reports/prices.

National Cantor for Tobacco-Free Kids 10.30.03 /  Eric Llndblom, October 30, 2003
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RAISING CIGARETTE TAXES REDUCES SMOKING, ESPECIALLY AMONG KIDS 
(AND THE CIGARETTE COMPANIES KNOW IT)

The cigarette companies have opposed tobacco tax Increases by arguing that raising cigarette 
prices would not reduce adult or youth smoking. But the companies' internal documents, 
disclosed in the tobacco lawsuits, show that they know very well that raising cigarette prices is 
one of the most effective ways to prevent and reduce smoking, especially among kids.

• RJ Reynolds: If prices were 10% higher, 12-17 incidence [the percentage of kids who smoke] 
would be 11.9% lower.1

• Philip Morris: It is clear that price has a pronounced effect on the smoking prevalence o f 
teenagers, and that the goals of reducing teenage smoking and balancing the budget would 
both be served by increasing the Federal excise tax on cigarettes.2

• Philip Morris: Jeffrey Harris o f MIT calculated. . .  that the 1962-83 round of price increases 
caused two million adults to quit smoking and prevented 600,000 teenagers from starting to 
smoke We don’t need to have that happen again.3

• Philip Morris: A high cigarette price, more than any other cigarette attribute, has the most
dramatic impact on the share of the quitting population____price, not tar level, is the main
driving force for quitting.4

The companies have even publicly admitted the effectiveness of tax increases to deter smoking 
in their required filings with the U.S. Securities and Exchange Commission.

• Philip Morris: [IJncrzases In excise and similar taxes have had an adverse impact on sales of 
cigarettes. Any future increases, the extent o f which cannot be predicted, could result in 
volume declines for the cigarette industry. [10-Q Report, May 11,2001.]

• Loews/Lorillard Tobacco: Significant increases in federal and state excise taxes on cigarettes 
. .  .have, and are likely to continue to have, an adverse effect on cigarette sales. [Loews 
(parent corporation of the Lorlllard cigarette company) 10-K Report, March 31,1999.]

• R.J. Reynolds: [Substantial increases in state and federal excise taxes cn cigarettes. . .  
have had and will likely continue to have an adverse effect on cigarette sales. [10-Q Report, 
August 1,2001.

Economic Research On Cigarette Tax Increases Reducing Smoking

Numerous economic studies in peer-reviewed journals have documented that cigarette tax or 
price increases reduce both adult and underage smoking. The general consensus is that every 
10 percent increase in the real price of cigarettes will reduce overall cigarette consumption by 
approximately three to five percent and reduce the number of kids who smoke by about six or 
seven percent5 Research studies have also made the following related findings:

• Among all adults or all youths, cigarette price increases work even moro r if jclively to prevent 
and reduce smoking among males, Blacks, Hispanics, and lower-income persons.6

• Higher taxes on spit tobacco reduce its use, particularly among young males.7
1400 I Street NW - Sulto 1200 - Washington, DC 20005 

Phono (202) 296-5469 • Fax (202) 296-5427 • www.tobaccofreoklds.org

http://www.tobaccofreoklds.org
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• Kids do not smoke more marijuana if they reduce their cigarette smoking. In fact, cigarette 
price increases not only reduce youth smoking but also reduce both the number of kids who 
smoke marijuana and the amount of marijuana consumed by continuing regular users.0

Expert Conclusions on Cigarette Prices and Smoking Levels

• The 2000 U.S. Surgeon General's Report, Reducing Tobacco Use, found that increasing the 
price of tobacco products would decrease the prevalence of tobacco use, particularly among 
kids and young adults, and that tobacco tax increases would lead to "substantial long-term 
improvements in health." From its review of existing research, the report concluded that 
raising tobacco taxes is one of the most effective tobacco prevention and control strategies.9

• The 1999 World Bank report Curbing The Tobacco Epidemic: Governments and the 
Economics of Tobacco Control carefully evaluated existing research and data, worldwide, 
and concluded that "the most effective way to deter children from taking up smoking is to 
increase taxes on tobacco. High prices prevent some children and adolescents from 
starting and encourage those who already smoke to reduce their consumption."10

• Wall Street tobacco industry analysts have long recognized the powerful role increased 
cigarette taxes and rising cigarette prices play in reducing U.S. smoking levels. For example, 
a December 1998 "Sensitivity Analysis on Cigarette Price Elasticity" by Credit Suisse First 
Boston Corporation settled on a "conservative" estimate that cigarette consumption will 
decline by four percent for every 10 percent increase in price.

• In its 1998 report, Taking Action to Reduce Tobacco Use, the National Academy of 
Sciences' institute of Medicine c included that “the single most direct and reliable method for 
reducing consumption is to increase the price of tobacco products, thus encouraging the 
cessation and reducing the level of initiation of tobacco use."11

• A National Cancer Institute Expert Panel reported in 1993 that “a substantial increase in 
tobacco excise taxes may be the single most effective measure for decreasing tobacco 
consumption," and "an excise tax reduces consumption by children and teenagers at least 
as much as it reduces consumption by adults."

Increasing U.S. Cigarette Prices and Declining Consumption

Although there are many other factors involved, comparing the trends in cigarette prices and 
overall U.S. cigarette consumption from 1970 to 2001 shows that there is a strong correlation 
between increasing prices and decreasing consumption (see chart below). While U.S. cigarette 
prices are largely controlled by the cigarette companies' price-setting decisions, from 1970 to 
2002, the federal tax on cigarettes also increased from eight cents to 39 cents per pack and the 
average state cigarette tax increased from 11 to 44 cents per pack. Without these federal and 
state tax increases, U.S. cigarette prices would be much lower and U.S. smoking levels would 
be much higher.
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The Canadian Experience. From 1979 to 1991 real prices in Canada increased from $2.09 to 
$5.42 and smoking among 15 to 19 year olds fell from 42 to 16 percent. As the President of the 
Canadian Tobacco Manufacturers Council then admitted to a legislative committee, "there is no 
question that consumption is down measurably over the last five years, and there is no question 
in our minds that taxes have been a significant factor."12 But when Canada subsequently 
reduced its cigarette taxes (to reduce tax-avoidance smuggling supported by the cigarette 
companies), youth smoking immediately increased for the first time in nearly fifteen years.13

For more Information, ploase go to the Campaign's spoclai website pago on tobacco taxes at
http://tobaccofreekids.org/rerJorts/prices

N a t io n a l C e n te r  fo r  T o b a c c o -F re o  K id s , J a n u a ry  3, 2002 , E ric  L ln d b lo m

Canadian Cigarette Prices and Youth Smoking Rates
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10 Available at htto://www1.worldbank.oro/tobacco/reports.htm.
11 Available at www.naD.edu/books/0309060389/html/index.html.
72 Bill Neville, President, Canadian Tobacco Manufacturers Council, testifying before Legislative Committee F 
on Bill C-10, An Act to Amend the Excise Tax Act and the Excise Act, September 26,1991.
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Cigarette 
Tax Per Pack

National 
Rank 

(1 = high)
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State Tax 
Increase
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Cigarette 
Pack Sales 
(millions)

FY 2002 
Cigarette Tax 
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(millions)
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Per Pack 
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CDC State 
Smoking 
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Pack Sold

Adult
Smokers

Youth
Smoking
Rate

Adult
Smoking

Rate

Adult
Smoking

Rank
(1=low)

IIIA ll S la tes 48 million
Alabama 7/1/84
Alaska 10/1/97
A rizona 11/26/02
Arkansas 6/1/03
California 1/1/99
Colorado 7/1/85
Connecticut 3/15/03
Delaware 7/31/03
Washington, DC 1/1/03
Florida 7/1/90
Georgia 4/1/71
Hawaii 7/1/03

6/1/03
Illinois 7/1/02
Indiana 7/1/02

6/1/91
1/1/03

Kentucky 7/1/70
Louisiana 7/1/02

10/1/01Maine
6/1/02Maryland

Massachusetts 7/24/02
8/ 1/02Michigan

Minnesota 7/1/92
6/1/85Mississippi

Missouri 10/1/93
5/1/03Montana

CAMPAI6M AikTdSAQ*.0

' Pack prices reflect lha temporary 65-cant reduction In Marlboro and three other brands Initialed In January 2003 by Philip Morris, but they do not fully reflect retatl-based discounting and 
promotions by the major cigarette companies. ______________

1400 I Street, NW Suilo 1200 • Washington, DC 20005. Phona /2021296-5469 • Fax f2Q21296-5427 • www.tobaccofreekids.org

STATE CIGARETTE TAX RATES & RANK, DATE OF LAST INCREASE, ANNUAL PACK SALES & REVENUES, AND RELATED DATA

30 states, DC, and Puerto Rico have implemented or passed higher cigarette tax rates since 1/1/2002, but 14 states have not Increased their tax for at least ten years, 
five of those have not increased their tax since the 1980s, and Kentucky and Virginia have not made any Increase for more than 30 years. As time passes, Inflation 
erodes the real value of state tobacco tax rates and revenues, as they account for Increasingly small portions of the total retail price of a pack of cigarettes. Cigarette tax 
Increases can quickly restore state tobacco tax revenues to historical levels or higher-wh ile also reducing state smoking levels and related costs and saving lives.

Overall State Average: 70.5 cents por pack. Major Tobacco State Average: 12.4 cents per pack. Other State Average: 78.2 cents per pack.

http://www.tobaccofreekids.org


Stale Cigarette Tax Rates & Rank, Dale o f Last Increase And Related Dati
Stale Cigarette 

Tax Per Pack
National 
Rank 

(1 = high)

Date of Last 
State Tax 
Increase

FY 2002 
Cigarette 
Pack Sales 
(m illions)

FY 2002 
Cigarette Tax 
Revenue 
(m illions)

Retail Price 
Per Pack 
With AJI 
Taxes’

CDC State 
Smoking 
Costs Per 
Pack Sold

Adu lt
Smokers

Youth
Smoking
Rate

Adult
Smoking
Rate

Adult
Smoking
Rank
(1=low)

Nebraska $0.64 24th 10/1/02 132.4 $43.5 $3.02 $7.19 257,248 29.0% 20.4% 5
Nevada $0.35 40th 7/1/09 173.1 $50.0 $3.26 $6.64 401,344 25.2% 27.0% 46
New Hampshire $0.52 33rd 7/1/99 166.7 $04.1 $3.33 $4.63 223,220 25.3% 24.1% 34
New Jersey $1.50 3rd 7/1/02 495.2 $391.5 $4.64 $9.69 1,347,607 24.5% 21.3% 11
New Mexico $0.91 18 th 7/1/03 95.4 $19.5 $3.98 $7.75 313.203 36.2% 23.9% 31
New York $1.50 3rd 4/3/02 004.4 $1,052.0 $5.65 $12.83 3,343.006 26.8% 23.4% 26
North Carolina $0.05 49th 8/1/91 006.6 $30.8 $3.02 $5.90 1,576,084 27.8% 25.9% 43
North Dakota $0.44 35lh 7/1/93 43.4 $19.1 $3.52 $7.02 106.379 35.3% 22.1% 14
Ohio $0.55 29lh 7/1/02 1,101.00 $257.3 $3.51 $6.66 2,344,750 33.4% 27.7% 48
Oklahoma $0.23 42nd 6/1/87 352.8 $57.1 $3.09 $6.01 736,789 24.0% 28.8% 50
Oregon $1.28 8 th 11/1/02 231.3 $155.0 $3.60 $7.58 527,849 22.0% 20.5% 6
Pennsylvania $1.00 12 th 7/15/02 1,067.40 $320.1 $3.95 $7.50 2,221.373 27.6% 24.6% 36
Rhode Island $1.50 3rd 7/1/03 79.1 $70.1 $4.65 $8.15 192,119 24.8% 24.0% 33
Soulh Carolina $0.07 48lh 7/1/77 396.2 $25.4 $3.00 $6.52 706,621 36.0% 26.2% 45
South Dakota $0.53 32nd 4/1/03 57.1 $17.5 $3.49 $6.84 123,692 33.0% 22.4% 20
Tennessee $0.20 43rd 7/15/02 593.6 $75.3 $3.26 $7.01 1,046,946 32.4% 24.4% 35
Texas $0.41 36th 7/1/90 1,244.30 $497.5 $3.49 $7.79 3,367,139 24.7% 22.5% 23
Utah $0.69.5 23rd 5/6/02 91 $47.1 $3.73 $5.99 201,425 8.3% 13.3% 1
Vermont $1.19 10th 7/1/03 57 $24.5 $4.11 $6.18 103,332 23.7% 22.4% 21
Virginia $0.02.5 51 si 9/1/60 662.1 $15.0 $2.95 $5.57 1,201,557 NA 22.5% 24
Washington $1.42.5 6th 1/1/02 269.5 $306.6 $4.02 $10.25 989,943 28.0% 22.6% 25
West Virqinia $0.55 29lli 5/1/03 199.5 $32.6 $3.37 $7.02 396,478 39.2% 28.2% 49
Wisconsin $0.77 21st 10/1/01 408.3 $2B8.0 $3.89 $7.14 942,801 27.1% 23.6% 28
Wyoming $0.60 25lh 7/1/03 46.1 $5.1 $3.50 $5.27 81,010 28.4% 22.2% 18
USA/U.S. G ov't 39 I I I 111102 21.25 billion $7.0 billion $3.72 $7.18 49 million 28.5% 22.8% NA

Sources: CDC, S la te  H igh ligh ts  2002: Im pact a n d  O pportun ity, April 2002, www.cdc.gov/tobacco/StaleHiqhlighls.hlm. Orzechowski & Walker, Tax B urden  on Tobacco, 
2002. Smoking cosls per pack sold = CDC estimates of stale smoking-caused health costs and lost productivity per taxed packs sold In each stale in 2001. Youth smoking 
rales most recent available: in bold type from the Youth Tobacco Surveillance (YTS); In italics from stale-specific surveys; and in tegular type from Youth Risk Behavioral 
Surveillance (YRBS). Because of different surveys and years, youth-smoking rankings cannot be done. From the start of 199B to the end of 2001, the major cigarette 
companies Increased Iheir prices by more than $1.25 per pack. Major lobacco stales are KY, VA, NC, SC, GA. TN. Slate averages do not include Puerto Rico (which Is 
larger than more than 20 states & DC, based on populatlon).Taxed Pack Sales Include all cigarette sales on which cigarette taxes were collected. Total USA pack sales 
Include sales of cigarettes on which federal but not state taxes are collected (e.g., sales to Indian Tribes and military bases) and includes sales in Puerto Rico and other 
U.S. territories not listed above. Cigarette prices include federal and stale cigarette taxes and slate sales laxes but not local cigarette or sales taxes (unless they are 
uniform throughout the stale), except for New York City, which contains roughly half the population of NY Slate and increased its local tax from B cents to $1.50 per pack 
7/1/02. AK, DE, MT, NH & OR have no stale sales lax; CO has a sales lax but it does not apply to cigarettes; and AL, GA & MO do not apply their sales tax to the portion 
of retail cigarette prices that is the stale's cigarette excise tax.
For more Information on state cigarette taxes and the benefits from increasing them, see the Campaign's website at http://tobaccofreeklds.org/reports/pr'ces.
For more s ta le -s p e c if ic  da ta , s e e  th e  C a m p a ig n  w e b s ite  a t: http://tobaccofreeklds.org/reports/setilemcnts a n d http://tobaccofreeklds.org/research/factsheets.

N a tio n a l C e n te r  f o r  T o b a c c o -F re e  K id s , J u n e  26, 2003 /  E r ic  L ln d b lo m

http://www.cdc.gov/tobacco/StaleHiqhlighls.hlm
http://tobaccofreeklds.org/reports/pr'ces
http://tobaccofreeklds.org/reports/setilemcnts
http://tobaccofreeklds.org/research/factsheets
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WORKERS’ COMPENSATION REFORM BILL

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

Premiums, benefits paid, and claim costs rising.

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

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

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

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

• Compensation rates for total disability paid to non-residents capped at the rate 
they would receive if residing in Alaska.

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

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

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

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

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

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



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

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

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

insurance code am endm ents strengthen insurance Guaranty Fund and 
Assigned Risk Pool fo r protection of employers, insurers, and workers.
• Workers’ compensation insurers required to deposit special cash or securities to 

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

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

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

• Director may seek new penalty (up to $ 100/day/uninsured employee) against 
uninsured employers and obtain default judgment in faster, streamlined process 
to stop defaulting employers from leaving the state and their liabilities behind.

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

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

not just employee claimants.

COM PLAINTS REG ARDING PRIOR LEGISLATION (SB 311) ADDRESSED

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

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

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

system.

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

separation of powers doctrine and Article 3, Section 26 of the Alaska Constitution.
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HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE BOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act providing for a special deposit for workers' compensation, insurers; relating to 

assigned risk pools and workers' compensation insurers; relating to tlie board of 

governors of the Alaska Insurance Guaranty Association; stating tire intent of die 

legislature, and setting out limitations, concerning die interpretation, construction, and 

implementation of workers' compensation laws; relating to restructuring the Alaska 

•workers' compensation system; eliminating the Alaska Workers' Compensation Board; 

establishing a division of workers' compensation within the Department of Labor and 

Workforce Development and assigning certain Alaska Workers' Compensation Board 

functions to the diiision and the Department of Labor and Workforce Development; 

establishing a Workers' Compensation Appeals Commission; assigning certain functions 

of the Alaska Workers' Compensation Board to the Workers' Compensation Appeals 

Commission and the office of administrative hearings; relating to agreements that
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1 discharge workers' compensation liability; providing for administrative law judges in 

workers' compensation proceedings; relating to workers' compensation awards; relating 

to an employer's failure to insure and keep insured or provide security; providing for 

appeals from compensation orders; relating to workers' compensation proceedings; 

providing for supreme court jurisdiction of appeals from the Workers' Compensation 

Appeals Commission; providing for a maximum amount for the cost-of-living 

adjustment for workers' compensation benefits; providing for administrative penalties
i

for employers uninsured or without adequate security for workers' compensation; 

relating to fraudulent acts or false or misleading statements in worker's compensation; 

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

to read:

LEGISLATIVE INTENT. It is the intent of the legislature by secs. 3 - 7 of this Act

(1) to reform the workers' compensation system in Alaska to ensure the 

continued payment of benefits in the event of an insurer insolvency;

(2) to give parties affected by the insolvency of a workers' compensation 

insurer a voice on the board of governors of the Alaska Insurance Guaranty Association; and

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

employers.

* Sec. 2. AS 08.18.101 is amended to read:

Sec. 08.18.101. Insurance required. Each applicant, at the time of applying 

for registration or upon renewal of registration, shall file with the commissioner 

satisfactory evidence that the applicant has in effect

(1) to the extent required under AS 23.30, workers' compensation 

insurance that is purchased from a private insurer who is admitted to do business in the 

state and that shows coverage in this state, appropriate employee classifications, and

-2-
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rates applicable in this state, or a 'valid workers' compensation self-insurance 

certificate issued by the director of the division of workers' compensation 

[ALASKA WORKERS' COMPENSATION BOARD]; and

(2) public liability and property damage insurance covering the 

applicant's contracting operations in this state in the sum of not less than $20,000 for 

damage to property, $50,000 for injury, including death, to any one person, and 

$100,000 for injury, including death, to more than one person.

* Sec. 3. AS 21.09.090 is amended by adding a new subsection to read;

(e) In addition to any other deposit required under this section, an insurer who 

transacts workers' compensation insurance in this state shall maintain in the state a 

special deposit of cash or securities eligible for deposit under AS 21.24.030 in an 

amount not less than the basic capital or surplus required of an insurer under 

AS 21.09.070 for the protection of persons in this state covered under workers' 

compensation insurance. The insurer shall maintain the deposit under this subsection 

in this state as long as there is any outstanding liability of the insurer for workers' 

compensation in this state. If the insurer is unable to pay workers' compensation 

claims due under AS 23.30 because the insurer is an insolvent insurer, upon the 

director's request, the deposit is immediately available to the Alaska Insurance 

Guaranty Association (AS 21.80) for continuation of claims benefits to eligible 

workers. In this subsection, "insolvent insurer" has the meaning given in 

AS 21.80.180.

* Sec. 4. AS 21.09 is amended by adding a new section to read:

Sec. 21.09.095. Deposit requirement for workers' compensation insurers,

(a) An insurer of workers' compensation shall maintain with an in-state bank 

approved by the director a separate deposit equal to the insurer's assumed Alaska 

workers' compensation assigned risk pool loss reserves, as determined by the 

designated plan administrator, for all years and ceded under the joint and several quota 

share reinsurance agreements through which workers' compensation insurers reinsure 

risks in the Alaska workers' compensation assigned risk pool. The deposit shall be 

maintained as secured collateral for the benefit of other insurers in their capacity as 

joint and several reinsurers of the Alaska -workers' compensation assigned risk pool.

23-GH2172YA
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(b) Upon becoming an insolvent insurer or upon otherwise failing to timely 

satisfy its Alaska workers' compensation assigned risk pool obligations, the insurer's 

deposit under this section shall be retained as secured collateral under the control of 

the director. The director shall make funds from the deposit available to the 

designated plan administrator as needed to fund the insurer's obligations to the Alaska 

workers' compensation assigned risk pool.

(c) The deposit required under this section must consist of cash and 

investment assets approved by the director under the regulatory authority in 

AS 21.21.420.

(d) In this section,

(1) "Alaska workers' compensation assigned risk pool" means the 

assigned risk pool established for workers' compensation under AS 21.39.155;

(2) "designated plan administrator" means the person appointed by the 

director to operate the workers' compensation assigned risk pool;

(3) "insolvent insurer" has the meaning given inAS21.80.180.

Sec. 5. AS 21.24.130(d) is amended to read:

(d) Except as provided in AS 21.09.090(6), if  [IF] the insurer is subject to 

delinquency proceedings as defined in AS 21.78, upon the order of a court of 

competent jurisdiction* the director shall yield the assets and securities held on deposit 

to the receiver, conservator, rehabilitator, or liquidator of the insurer, or to any other 

properly designated official or officials who succeed to the management and control of 

the insurer's assets.

Sec. 6. AS 21.39.155 is amended by adding anew subsection to read:

(d) Rates for the workers' compensation assigned risk pool shall be established 

and maintained at a level that will ensure, to the greatest extent practicable, that the 

workers' compensation assigned risk pool will operate on a self-funding financial 

basis. For purposes of this subsection, "operate on a self-funding financial basis" 

means that the workers' compensation assigned risk pool shall charge rates based upon 

a combination of voluntary loss costs, administrative expenses, servicing carrier 

allowances, catastrophe and other reinsurance expenses, contingencies, and all other 

factors in AS 21.39.030 that are approved by the director, so as to be self-funding

-4-
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daring any consecutive three-year period, on a moving average basis.

* Sec. 7. AS 21.80.050 is repealed and reenacted to read:

Sec. 2J .80.050. Board of governors, (a) The board of governors of the 

association consists of nine members appointed by the director. Terms are established 

in the plan of operation of the association. Membership of the board of governors 

consists of

(1) four members who represent member insurers;

(2) two members who represent employers;

(3) two members who represent labor;

(4) one member who represents licensees.

(b) Members appointed shall serve staggered three-year terms and may be 

removed for cause by the director.

(c) Within 90 days after a vacancy occurs on the board, the director shall 511 

the vacancy for the remaining period of the term of the vacating member.

(d) In appointing a member insurer to the board, the director shall consider, 

among other things, whether all member insurers are fairly represented.

(e) Members of the board may be reimbursed from the assets of the

association for expenses incurred by them as members of the board of governors.

* Sec. 8. AS 23.05.067(a) is amended to read:

(a) Each insurer providing workers' compensation insurance and each 

employer who is self-insured or uninsured for purposes of AS 23.30 in this state shall 

pay an annual service fee to the department for the administrative expenses of the state
i

for workers' safety programs under AS 18.60 and the workers' compensation program 

under AS 23.30 as follows:

(1) for each employer,

(A) except as provided in (b) of this section, the service fee 

shall be paid each year to the department at the time that the annual report is 

required to be filed under AS 73.30.! 55(m) or (n); and

(B) the service fee is 2.9 percent of all payments reported to the 

director of the division of workers1 comncnsation [ALASKA WORKERS' 

COMPENSATION BOARD] under AS 23.30.155(m) or (n), except second

-5-
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injury fund payments; and

(2) for each insurer, the director of the division of insurance shall,

under (e) of this section, deposit from funds received from the insurer under

AS 21.09.210 a service fee of 1.82 percent of the direct premium income for workers' 

compensation insurance received by the insurer during the year ending on the 

preceding December 31, subject to all the deductions specified in AS 21.09.210(b).

* Sec. 9. AS 23.05.067(e) is amended to read:

(e) Annual service fees and civil penalties collected under this section and

fees collected bv the W orkerCompensation Appeals Commission shall be

deposited in the workers' safety and compensa^on administration account in the state 

treasury. Under AS 37.05.146(c), the Workers' Compensation Appeals 

Commission fees, service fees* and civil penalties shall be accounted for separately, 

and appropriations from the account are not made from the unrestricted general fund. 

The legislature may appropriate money from the account for expenditures by .the 

department for necessary costs incurred by the department in the administration of the 

workers' safety programs contained in AS 18.60 and of the Alaska Workers' 

Compensation Act contained in AS 23.30. The legislature may appropriate money 

from the account for expenditures by the department for necessary costs 

incurred by the Workers' Compensation Appeals Commission, and bv the 

department or the office of administrative hearings in the Department of 

Administration (AS 44.64.010) for the administration of adjudication of claims 

and petitions arising tinder AS 23.30. Nothing in this subsection creates a dedicated 

fund or dedicates the money in the account for a specific purpose. Money deposited in 

the account does not lapse at the end of a fiscal year unless otherwise provided by an 

appropriation.

* Sec. 10. AS 23.30 is amended by adding a new section to read:

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

the intent of the legislature that

(1) this chapter be interpreted so as to ensure the quick, efficient, fair, 

and predictable delivery of indemnity and medical benefits to injured workers at a 

reasonable cost to the employers who are subject to die provisions of this chapter,

23-GH2172\A
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(2) workers' compensation cases shall be decided on their merits 

cxcepl where otherwise provided by law;

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

(4) hearings in workers' compensation cases shall be impartial and fair 

to all parties and that all parties shall be afforded due process and an opportunity to be 

beard and for their arguments and evidence to be fairly considered;

(5) evidence shall be carefully and rationally examined and, except in 

the application of the presumption in AS 23.30.120(a), doubt as to the substance of 

evidence may not be interpreted in favor of one party or the other.

* Sec. 11. AS 23.30.005 is repealed and reenacted to read:

Sec. 23.30.005. Alaska workers' compensation division; duties of 

department; regulations; notice of revocation of self-insurance, (a) There is 

established in the Department of Labor and Workforce Development a division of 

workers' compensation. The commissioner shall appoint the director of the division. 

The director shall have at least three years' experience in the field of workers' 

compensation.

(b) The director is responsible to the commissioner for the execution of the 

duties and responsibilities imposed by this chapter and the regulations adopted under 

this chapter. The director shall

(1) direct and supervise the administrative, technical, investigative, and 

enforcement activities of the division of workers' compensation;

(2) develop, in cooperation with others, programs for the improvement 

of the workers' compensation system;

(3) prepare regulations, consistent with the responsibilities o f the 

division under this chapter, that are required to implement and administer this chapter 

for adoption by the department;

(4) notify employees, employers, physicians, and rehabilitation 

specialists of their rights and obligations under tin's chapter;

(5) perform other lawful acts necessary to carry out the purposes of

this chapter.

(c) The department shall adopt rules for the periodic selection, retention, and
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removal o f rehabilitation specialists and physicians under AS 23.30.041 and 

23.30.095.

(d) The department may adopt regulations concerning the medical care 

provided for in this chapter and, except as committed to the authority of the Workers' 

Compensation Appeals Commission, may adopt regulations to carry out the provisions 

of this chapter.

(e) The director shall notify the contracting agency of the state or of a political 

subdivision of the state when it revokes the self-insurance certificate of an employer 

holding a contract with the state or a political subdivision of the state.

* Sec. 12. AS 23.30 is amended by adding new sections to read:

Sec. 23.30.007. Workers' Compensation Appeals Commission, (a) There 

is established in the Department of Labor and Workforce Development the Workers' 

Compensation Appeals Commission. The commission has jurisdiction to hear appeals 

from final decisions and orders of administrative law judges and the director under this 

chapter. Jurisdiction of the commission is limited to administrative appeals arising 

under this chapter.

(L) The commission consists of five members appointed by the governor and-

confirmed by a majority of the members of the legislature in joint session. The

members shall be appointed as follows:
%

(1) a member appointed as chair who meets the requirements of (c)(2)

of this section;

(2) two members who, because of their employment or affiliations, 

may be classified as a representative of employees covered by this chapter;

(3) two members who, because of their employment or affiliations, 

may be classified as a representative of employers covered by this chapter.

(c) To be eligible for appointment under this section

(1) the member must

(A) be a citizen of the United States;

(B) be a resident of the state for the five years preceding the

appointment; and

(C) have not been convicted of either a

-8-
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(i) felony; or

(ii) misdemeanor related to workers' compensation;

(2) the chair must

(A) meet the criteria specified in (1) of this subsection;

(B) be licensed to practice law in this state and be a member in

good standing with the Alaska Bar Association; and

(C) have engaged in the active practice of law for at least five

years with experience in workers' compensation in this state.

id) A member may act and receive compensation under this section from the 

date of appointment until confirmation or rejection by the legislature.

(e) The term of service on the commission is five years. A member rjuy be 

r appointed so long as the reappointment complies with the provisions of this section.

(f) The chair of the commission is in the exempt service under AS 39.25.110 

and shall receive a monthly salary that is not less than Step A nor more than Step F of 

Range 27 of the salary schedule in AS 39.27.011(a) for Anchorage, Alaska.

(g) A vacancy arising in the commission shall be filled by appointment by the 

governor and confirmed by a majority of the members of the legislature in joint 

session. Except as provided in AS 39.05.080(4), an appointee selected to fill a 

vacancy shall hold office for the unexpired term of the member whose vacancy is 

filled. A vacancy in the commission does not impair the authority o f a quorum of 

members to exercise all the powers and perform all the duties of the commission.

(h) An appeal to the commission shall be heard and decided by a three- 

member panel of the commiss: n. An appeal panel shall consist of the chair o f the 

commission and two members of the commission assigned by the chair, one member 

classified as representing employees, and one member classified as representing 

employers. At other meetings to conduct commission business, the number of 

commission members classified as representing employees must equal the number of 

commission members classified as representing employers. The chair o f the 

commission and two representative members of the commission, one classified as 

representing employees and one classified as representing employers, constitutes a 

quorum.
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(l) A member of the commission may be removed from office by the governor 

for good cause. To be removed for cause, a member of the commission shall be given 

a copy of the charges and afforded an opportunity to be heard in person or by counsel 

in the member's own defense upon not less than 10 days' notice. If the member is 

removed for cause, the governor shall file with the lieutenant governor a complete 

statement of all charges made against the member, the governor's findings on the 

charges, and the record of any proceedings. In this subsection, "good cause" includes

(1) misconduct in office or violation of AS 39.52;

(2) conviction of a felony,

(3) conviction of a misdemeanor related to workers' compensation;

(4) inability to serve, neglect of duty, incompetence, unjustified failure 

to handle the caseload assigned, or similar nonfeasance of office; and

(5) failure to continue to meet the requirements of this section relating 

to qualification for office.

(j) Representative members are entitled to compensation in the amount of 

$200 a day for each day spent in actual hearing of appeals or on authorized official 

business incidental to their duties, and to transportation and per diem as provided by 

law. Compensation shall be paid pro rata for each portion of a day spent in actual 

hearing of appeals or on authorized official business.

(k) A member of the commission may not hear an appeal under this chapter if

(1) a party is an employee or was, in the past seven years, an employee 

of the commission member or of a business that employs the commission member, 

this paragraph does not apply to the chair of the commission when the State of Alaska 

is or was the employer of a party,

(2) a party is a member or was, in the past seven years, a member of 

the same union or employee association as the commission member,

(3) a party has a contractual relationship with the commission member, 

a business that employs the commission member, or a union or employee association 

of which the commission member is a member;

(4) the commission member is unable to be fair, impartial, and 

unbiased toward the appeal participants; or
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(5) participation in the appeal is a violation o f  AS 39.52.

(/) If the chair of the commission is unable to hear an appeal for reasons of 

absence or illness in excess of 10 days, or foi reasons set out in (k) o f this section, the 

commissioner of the department shall appoint a person who meets the qualifications of 

this section to serve as chair to hear the appeal as chair pro tem. The person shall 

receive the compensation provided in (j) of this section. Appointment of a chair pro 

tem does not require legislative confirmation.

(m) Each member of the commission, before entering upon the duties of 

office, shall take and subscribe to the oath prescribed for principal officers of the state.

(n) The offices of the commission shall be physically separate from the offices 

of the division.

Sec. 23.30.008. Powers and duties of the commission, (a) The commission 

shall be the exclusive and final authority for the hearing and determination of all 

questions of law and fact arising under this chapter in those matters that have been 

appealed to the commission, except for an appeal to the Alaska Supreme Court. The 

commission may not have jurisdiction in any case that does not arise under this 

chapter or in any criminal case. On any matter taken to the commission, the decision 

of the commission is final and conclusive, unless appealed to the Alaska Supreme 

Court, and shall stand in lieu of the order of the director or the administrative law 

judge from which the appeal was taken. Unless reversed by the Alaska Supreme 

Court, decisions of the commission shall have the force of legal precedent.

(b) The commission, in its administrative capacity, shall maintain, index, and 

make available for public inspection the final administrative decisions and orders of 

the commission and of the director and administrative law judges. To promote 

consistency among legal determinations, the chair of the commission may review and 

circulate among the other members of the relevant commission appeal panel the drafts 

of the panel's formal decisions and decisions upon reconsideration. The drafts are 

confidential documents and are not subject to disclosure.

(c) The chair of the commission shall draft and propose, and the commission 

in its administrative capacity may adopt, regulations implementing the commission's 

authority ind duties under this chapter, including rules of procedure and evidence for
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proceedings before the commission and, after consulting with the chief administrative 

law judge, in workers' compensation proceedings under AS 23.30.080, 23.30.090, and 

23.30.110, and for the adjudication of all claims and petitions and appeals under this 

chapter. The provisions of AS 44.62 (Administrative Procedure Act) apply to the 

adoption of regulations by the commission.

(d) In an appeal, the commission shall award a successful party reasonable 

costs and, if the party is represented by an attorney, attorney fees that the commission 

determines to be fully compensatory and reasonable. However, the commission may 

not make an award of attorney fees against an injured worker unless the commission 

finds that the worker's position on appeal was frivolous or unreasonable or the appeal 

was taken in bad faith.

(e) The commission, in its administrative capacity, may adept and alter an 

official seal and do all things necessary, convenient, or desirable to cany out the 

powers expressly granted or necessarily implied in this chapter.

Sec. 23.30.009. Powers and duties of the chair of the commission, (a) The 

chair o f the commission shall exercise general supervision over the office of the 

commission and over appeals, and shall direct the administrative functions of the 

commission. The chair of the commission shall serve as the executive officer of the 

commission and shall have authority in all administrative matters relating to the 

members. The chair may

(1) employ and supervise commission staff and appoint a commission

clerk;

(2) establish and implement a time management system for the

commission members and staff and manage the calendar of appeals;

(3) assign the work of the commission members and staff so that

appeals are resolved as expeditiously and competently as possible;

(4) receive petitions and claims and other materials for hearings

conducted by the office of administrative hearings (AS 44.64.010);

(5) advise and cooperate with the chief administrative law judge of the 

office of administrative hearings (AS 44.64.010) to develop appropriate procedures for 

maintenance and transfer of hearing files and the preservation and transfer of records
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(6) prepare an annual budget of the commission.

(b) The chair of the commission shall preside over healings and arguments on 

appeals. The chair of the commission shall ensure that all functions of the commission 

are performed with due regal'd for the rights of all parties and consistent with the 

orderly and prompt resolution of appeals. The chair o f the commission shall rule on 

questions of procedure and advise the representative members of the commission on 

matters of law.

(c) The chair of the commission shall, not later than March 15 of each year, 

make available to the pubh’c and file with the lieutenant governor, a report regarding 

the commission, including data regarding time periods between initial receipt and final 

decisions on appeals.

(d) The chair of the commission shall devote full time to the duties o f the chair 

of the commission and may not engage in any other employment or business. The 

chair of the commission may not hold any other office or position under the United 

States, this state, any municipality or political subilivision of this state, or any tribal 

government, or corporation The chair of the commission may not hold office or 

position in a partisan political organization or party.

* Sec. 13. AS 23.30.011(c) is amended to read:

(c) If an employee is entitled to the benefits of this chapter by reason o f an 

injury sustained in this state in employment by an employer who is domiciled in 

another state and who has not secured the payment of compensation as required by 

this chapter, the employer or the employer's carrier may file with the division 

[BOARD] a certificate, issued by the commission or agency of the other state having 

jurisdiction over workers' compensation claims, certifying that the employer has 

secured the payment of compensation under the workers' compensation law o f  the 

other state and thaq with respect to that injury, the employee is entitled to the benefits 

provided under that law. In that event,

(1) the filing of the certificate shall constitute an appointment by the 

employer or the employer's cairier of the director [BOARD] as the employer’s agent 

for acceptance of the service of process in a proceeding brought by the employee or

on appeal; and
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the employee's dependents to enforce the employee's or their rights under this chapter 

on account of the injury;

(2) the director [BOARD] shall send to the employer or carrier, by 

registered or certified mail to the address shown on the ce'.tificate, a true copy of any 

notice of claim or other process served on the director by the employee or the 

employee's dependents in any proceeding brought to enforce the employee's or their 

rights under this chapter,

(3) if the employer is a qualified self-insurer under the workers' 

compensation law of the other state, the employer, upon submission of evidence 

satisfactory to the director [BOARD] of the employer's ability to meet the employer's 

liability to the employee under this chapter, shall be considered to be a qualified self- 

insurer under this chapter,

(4) if the employer's liability under the workers' compensation law of 

another state is insured, the employer's carrier, as to the employee or the employee's 

dependents only, shall, be considered to be an insurer authorized to write insurance 

under and be subject to this chapter, however, unless its contract with the employer 

requires it to pay an amount equivalent to the compensation benefits provided by this 

chapter, its liability for income benefits or medical and related benefits may not 

exceed the amounts of the benefits for which the insurer would have been liable under 

the workers' compensation law of the other state;

(5) if the amount for which the employer's insurance is liable under (3) 

and (4) of this subsection is less than the total of the compensation benefits to which 

the employee is entitled under this chapter, the director [BOARD] may, if the 

director [IT] considers it necessary, require the employer to file security satisfactory 

to the dir ector [BOARD] to secure the payment of benefits due the empioyee or the 

employee's dependents under this chapter, and

(6) upon compliance with the preceding requirements of this 

subsection, the employer, as to the employee only, shall be considered to have secured 

the payment of compensation under this chapter.

* Sec. 14. AS 23.30.012 is amended to read:

See. 23.30.012. Agreements in regard to claims. At any time after
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death, or after 30 days subsequent to the date of the injury, the employer and the 

employee or the beneficiary or beneficiaries, as the case may be, have the right to 

reach an agreement in regard to a claim for injury or death under this chapter [IN 

ACCORDANCE WITH THE APPLICABLE SCHEDULE IN TIES CHAPTER], but 

a memorandum of the agreement in a form prescribed by the director [BOARD] shall 

be filed with the division [BOARD], Otherwise, the agreement is void for any 

purpose. Except as provided in fh) of this section, an agreement filed with tlie 

division discharges the liability of the employer for the compensation, 

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

enforceable as a compensation order.

fb) If the claimant or beneficiary Ls not represented bv an attorney 

licensed to practice in this state, or the beneficiary is a minor, the division shall 

request review of the agreement bv an administrative law judge. I f  approved by 

an administrative law judge [THE BOARD], the agreement is enforceable the same 

as an order or award of an administrative law judge [THE BOARD] and discharges 

the liability of the employer for the compensation notwithstanding the provisions o f 

AS 23.30.130, 23.30.160, and 23.30.245. The. agreement shall be approved by an  

administrative law judge [THE BOARD] only when the terms conform to the 

provisions of this chapter and, if it involves or is likely to involve permanent 

disability, an administrative law judge [THE BOARD] may require an impartial 

medical examination and a hearing in order to determine whether or not to approve the 

agreement. A [THE BOARD MAY APPROVE] lump-sum settlement m ay be  

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

employee or beneficiary or beneficiaries.

* Sec. 15. AS 23.30.015(b) is amended to read:

ni) Acceptance of compensation under [AN AWARD IN] a compensation 

order filed with the office of the commission [BY THE BOARD] operates as an 

a gmnent to the employer of all rights of the person entitled to compensation and the 

personal representative of a deceased employee to recover damages from the third 

person unless the person or representative entitled to compensation commences an 

action against the third person within one year after an order [AWARD].
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* Sec. 16. AS 23.30.015(e) is amended to read:

(e) An amount recovered by die employer under an assignment, whether by 

action or compromise, shall be distributed as follows:

(1) the employer shall retain an amount equal to

(A) the expenses incurred by the employer with respect to the 

action or compromise, including [A] reasonable attorney fees [FEE] 

determined by an administrative law judge [THE BOARD];

(B) the cost of all benefits actually furnished by the employer 

under this chapter,

(C) all amounts paid as compensation and second iniurv 

[SECOND-INJURY] fund payments, and, if the employer is self-insured or 

uninsured, all service fees paid under AS 23.05.067;

(D) the present value of all amounts payable later as 

compensation, computed from a schedule prepared by the director [BOARD]; 

and the present value of the estimated cost of all benefits to be furnished later 

under AS 23.30.095 [AS ESTIMATED BY THE BOARD]; the amounts so 

computed and estimated shall [TO] be retained by the employer as a trust fund 

to pay compensation and the cost of benefits as they become due and to pay 

any finally remaining excess sum to the person entitled to compensation or to 

the representative; and

(2) the employer shall pay any excess to the person entitled to 

compensation or to the representative of that person.

* Sec. 17. AS 23.30.015(j) is amended to read:

(j) Notice of the commencement of an action against a third party shall be 

given to the division [BOARD] and to all interested parties within 30 days. If a 

request for a hearing under AS 23.30.110 has been filed, notice of the 

comniencement of the action shall also be filed with the commission.

* Sec. 18. AS 23.30.025(a) is amended to read:

(a) An insurer may not enter into or issue a policy of insurance under this 

chapter until its .policy form has been submitted to and approved by the director of the 

division of insurance. The director of the division of insurance may not approve the

23-GH2172NA
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policy form of an insurance company until the company files with it the certificate o f 

the director of the division of insurance showing that the company is authorized to 

transact the business of workers' compensation insurance in the state. The filing of a 

policy form by an insurance company with the division of workers' compensation 

[BOARD] for approval constitutes, on the part of the company, a conclusive and 

unqualified acceptance of the provisions of this chapter [,] and an agreement by it to 

be bound by them

* See. 19. AS 23.30.030(5) is amended to read:

(5) A termination of the policy by cancellation is not effective as to the 

employees of the insured employer covered by it until 20 days after written notice of 

the termination has been received by the division [BOARD], If  the employer has a 

contract with the state or a home rule or other political subdivision of the state, and the 

employer's policy is cancelled due to nonpayment of a premium, the termination of the 

policy is not effective as to the employees of the insured employer covered by it until 

20 days after written notice of the termination has been received by the contracting 

agency, and the agency has the option of continuing the payments on behalf o f the 

employer in order to keep the policy in force. If, however, the employer has secured 

insurance with another ins1’ once carrier, cancellation is effective as of the date o f the 

new coverage.

* Sec. 20. AS 23.30.030(6) is amended to read:

(6) All claims for compensation, death benefits, physician's fees, 

nurse's charges, hospital services, hospital supplies, medicines, prosthetic devices, 

transportation charges to the nearest point where adequate medical facilities are 

available, and burial expenses [,] may be made directly against either the employer or 

the insurer, or both, and tue order or award of an administrative law fudge [THE 

BOARD] may be made against either the employer or the insurer or both.

* Sec. 21. AS 23.30.040(a) is amended to read;

(a) There is created a second injury fund, administered by the director 

[COMMISSIONER]. Money in the second injury fund may only be paid for the 

benefit of those persons entitled to payment of benefits from the second injury fuud 

under this chapter. Payments from the second injury fund must be made by the
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director [COMMISSIONER] in accordance with the orders [AND AWARDS] of an 

administrative law judge [THE BOARD].

* Sec. 22. AS 23.30.040(d) is amended to read:

(d) The director [BOARD] may refund a payment made into the second 

injury fund if the employer or insurance carrier shows that it made the payment by 

mistake or inadvertence, or if it shows there existed at the time of the death of the 

employee a beneficiary entitled to benefits under AS 23.30.215.

* Sec. 23. AS 23.30.041(a) is amended to read:

(a) The director [BOARD] shall select and employ a reemployment benefits 

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

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

AS 39.25.120.

* Sec. 24. AS 23.30.041(b) is amended to read:

(b) The administrator shall

(1) enforce regulations adopted by the department [BOARD] to 

implement this section;

(2) recommend regulations for adoption by the department [BOARD] 

that establish performance and reporting criteria for rehabilitation specialists;

(3) enforce the quality and effectiveness of reemployment benefits 

provided for under this section;

(4) review on an annual, basis the performance of rehabilitation 

specialists to determine continued eligibility for delivery of rehabilitation services;

(5) submit to the department, on or before May 1 of each year, a report 

of reemployment benefits provided under this section for the previous calendar year, 

the report must include a general section, sections related to each rehabilitation 

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

cases, including

(A) the estimated and actual cost of each active rehabilitation

plan;

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

(C) a status report on all individuals completing or terminating
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a reemployment benefits program including a return to work date;

(D) the cost of reemployment benefits;

(6) maintain a list of rehabilitation specialists who meet the 

qualifications established under this section;

(7) promote awareness among physicians, adjusters, injured workers, 

employers, employees, attorneys, training providers, and rehabilitation specialists of 

the reemployment program established in this subsection.

* Sec. 25. AS 23.30.041(d) is amended to read:

(d) Within 30 days after the referral by the administrator, the rehabilitation 

specialist shall perform the eligibility evaluation and issue a report of findings. The 

administrator may grant up to an additional 30 days for performance of the eligibility 

evaluation upon notification of unusual and extenuating circumstances and the 

rehabilitation specialist's request. Within 14 days after receipt of the report from the 

rehabilitation specialist, the administrator shall notify the parties of the employee's 

eligibility for reemployment preparation benefits. Within 10 days after the decision, 

either party may seek review of the decision by requesting a hearing under 

AS 23.30.110. The hearing shall be held within 30 days after it is requested. The 

administrative law judge [BOARD] shall uphold the decision of the administrator 

except for abuse of discretion on the administrator's part.

* Sec. 26. .AS 23.30.041(h) is amended to read:

(h) Within 90 days after the rehabilitation specialist's selection under (g) o f 

this section, the reemployment plan must be fonnnlaled and approved. The 

reemployment plan must require continuous participation by the employee and must 

maximize the usage of the employee's transferable skills. The reemployment plan 

must include at least the following:

(1) a determination of the occupational goal in the labor market;

(2) an inventory of the employee's technical skills, transferable skills, 

physical and intellectual capacities, academic achievement, emotional condition, and 

family si ppoit;

(3) a plan to acquire the occup ional skills to be employable;

(4) the cost estimate of the reemployment plan, including prorider
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fees; and the cost of tuition, books, tools [,] and supplies, transportation, temporary 

lodging, or job modification devices;

(5) the estimated length of time that the plan will take;

(6) the date that the plan will commence;

(7) the estimated time of medical stability as predicted by a treating 

physician or by a physician who has examined the employee at the request of the 

employer or the director [BOARD], or by referral of the treating physician;

(8) a detailed description and plan schedule;

(9) a finding by the rehabilitation specialist that the inventory under (2) 

o f this subsection indicates that the employee can be reasonably expected to 

satisfactorily complete the plan and perform in a new occupation within the time and 

cost limitations of the plan; and

(10) a provision requiring that, after a person has been assigned to 

perform medical management services for an injured employee, the person shall send 

written notice to the employee, the employer, and the employee's physician explaining 

in what capacity the person is employed, whom the person represents, and the scope of 

the services to be provided.

* Sec. 27. AS 23.30.041 (j) is amended to read:

(j) The employee, rehabilitation specialist, and the employer shall sign the 

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

reemployment plan, either party may submit a reemployment plan for approval to the 

administrator, the administrator shall approve or deny a plan within 14 days after the 

plan is submitted; within 10 days after [OF] the decision, either party may seek 

review of the decision by requesting a hearing under AS 23.30.110; an 

administrative law judge [THE BOARD] shall uphold the decision of the 

administrator unless evidence is submitted supporting an allegation of abuse of 

discretion on the part of the administrator, an administrative law judge [THE 

BOARD] shall render a decision within 30 days after completion of the hearing.

* Sec. 28. AS 23.30.041(o) is amended to read:

(o) Upon the request of either party, the administrator shall decide whether the 

employee has not cooperated as provided under (n) of this section. A hearing before
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the administrator shall be held within 30 days afLer it is requested. The administrator 

shall issue a decision withiu 14 days after the hearing. Within 10 days afLer the 

administrator files the decision, either party may seek review of the decision by 

requesting a hearing under AS 23.30.110; an administrative law judge [THE 

BOARD] shall uphold the decision of the administrator unless evidence is submitted 

supporting an allegation of abuse of discretion on the part of the administrator; an 

administrative law judge [THE BOARD] shall render a decision within 30 days after 

completion of the hearing.

* Sec. 29. AS 23.30.041 (p) is amended to read:

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

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

the Revised Dictionary of Occupational Titles" referred to in (e) o f this section, the 

director [BOARD] shall, not later than 90 days after the last day of the month in 

which the new edition, revision, or replacement standard is published, hold an open 

meeting under AS 44.62.310 to select the pronosed date on which the new edition, 

revision, or replacement standard will be implemented to make all eligibility 

determinations required under (e) of this section. The date selected by the 

department [BOARD] for implementing the new edition, revision, or replacement 

standard may not be later than 90 days after the last day of the month in which the new 

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

director [BOARD] shall issue a public notice announcing the date selected b y  the 

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

selection or announcement of the date under this subsection.

* Sec. 30. AS 23.30.041 (q) is amended to read:

(q) Notwithstanding AS 23.30.012, after medical stability has been determined 

and a physician has predicted that the employee may have a permanent impairment 

that may cause the employee to have permanent physical capacities that are less than 

the physical demands of the employee's job at the time of injury, an employee may 

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

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

section, an employee must file a statement under oath with the division [BOARD] to
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notify the parties o f the waiver and to specify the scope of benefits or rights that the 

employee seeks to waive. The statement must be on a form prescribed or approved by 

the director [BOARD]. The division [BOARD] shall serve the notice of waiver on 

all parties to the claim within 10 days after filing. The waiver is effective upon service 

to the party. A waiver effective under this subsection discharges the liability of the 

employer for the benefits or rights contained in this section. The waiver may not be 

modified under AS 23.30.130.

* Sec. 31. AS 23.30.045(d) is amended to read:

(d) A contract may not be awarded by the state or a home rule ,or other 

political subdivision of the state unless the person to whom the contract is to be 

awarded has submitted to the contracting agency proof, furnished by the insurance 

carrier, of current coverage by workers' compensation insurance from an insurance 

company or association authorized to transact the business of workers' compensation 

insurance in this state or proof, furnished by the division [BOARD], of a current 

certificate of self-insurance from the director [BOARD]. The person to whom the 

contract is awarded shall keep the workers' compensation insurance policy in effect 

during the life of the contract with the state or political subdivision. I f  the state or the 

political subdivision of the state fails to obtain proof of coverage or self-insurance or 

to protect itself under (e) of this section, and an employee of the contractor is injured 

during the term of the contract, the state or the political subdivision is liable for 

workers' compensation to the employee if the employee is unable to recover from the 

employer because of the employer's lack of financial assets. The state or the political 

subdivision is not liable, however, to the employee for workers' compensation if the 

employee can recover from the employer under (a) and (b) of this section.

* Sec. 32. AS 23.30.045(e) is amended to read:

(e) When a contracting agency of the state or a political subdivision receives 

notice that the workers' compensation insurance policy of an employer to whom the 

agency has awarded a contract has been cancelled due to nonpayment of a premium, 

without being replaced by a comparable policy, the agency may cither terminate the 

contract with the employer or continue the premium payments on behalf of the 

employer in order to keep the policy in force during the life of the agency's contract.
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If the agency chooses to keep the policy in force, i( may deduct its payments from the 

contract price or bring ail action against the employer to recover the amount of the 

payments. When the contracting agency receives notice that the director [BOARD] 

has revoked a certificate of self-insurance held by a person to whom a contract has 

been awarded, the agency may terminate the contract. This subsection does not limit
l

the causes of action or remedies that the state or political subdivision may have against 

the employer.

* Sec. 33. AS 23.30.065 is amended to read:

Sec. 23.30.065. Employer's record of injuries. An employer shall keep a 

record in respect of an injury to an employe's. The record must contain the 

information of disease, other disability, or death vrith [IN] respect to an injury that the 

division [BOARD] requires, and must be available to infection by the djvision 

[BOARD] or by a state authority at the times and under the conditions that the 

department [BOARD] prescribes by regulation.

* Sec. 34. AS 23.30.070(a) is amended to read:

(a) Within 10 days from the date the employer has Imowledge o f an injury or 

death or from the date the employer has knowledge of a disease or infection, alleged 

by the employee or on behalf of the employee to have arisen out o f and in the course 

of the employment, the employer shall send to the division [BOARD] a report setting 

out

(1) the name, address, and business of the employer;

(2) the name, address, and occupation of the employee;

(3) the cause and nature of the alleged injury or death;

(4) the year, month, day, and hour when and the particular locality 

where the alleged injury or death occurred; and

(5) the other information th'rt the division [BOARD] may require.

* Sec. 35. AS 23.30.070(b) is amended to read:

(b) Additional reports with [IN] respect to the injury and to the condition of 

the employee shall be sent by the employer to the division [BOARD] at the times and 

in the manner that the director [BOARD] prescribes.

k See. 36. AS 23.30.070(d) is amended to read:
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(d) Mailing of the report and copy to the division [BOARD] in a stamped 

envelope, within the time prescribed in (a) or (b) of this section, is compliance with 

this section.

* Sec. 37. AS 23.30.070(f) is amended to read;

(f) An employer who fails or refuses to send a report required of the employer

by this section or who fails or refuses to send the report required by (a) of this section
*

within the time required shall, if  so required by an administrative law judge after a 

hearing [THE EDARD], pay the employee or the legal representative of the employee 

or other person entitled to compensation by reason of the employee's injury or death 

an additional award equal to 20 percent of the amounts that were unpaid when due. 

The award shall be against either the employer or the insurance carrier, or both.

* Sec. 38. AS 23.30.075 is amended to read:

Sec. 23.30.075. Employer's liability to pay. (a) An employer under this 

chapter, unless exempted, shall either insure and keep insured for the employer's 

liability under this chapter in an insurance company or association duly authorized to 

transact the business of workers' compensation insurance in this state, or shall furnish 

the division [BOARD] satisfactory proof of the employer's financial ability to pay 

directly the compensation provided for. If an employer elects to pay directly, the 

director [BOARD] may, in the director's [ITS] discretion, require the deposit of an 

acceptable security, indemnity, or bond to secure the payment of compensation 

liabilities as they are incurred.

(b) If an employer fails to insure and keep insured employees subject to this 

chapter or fails to obtain a certificate of self-insurance from the division [BOARD], 

upon conviction, the court shall impose a fine of $10,007 and may impose a sentence 

of imprisonment for not more than one year. I f  an employer is a corporation, all 

persons who, at the time of the injury or death, had authority to insure the corporation 

or apply for a certificate of self-insurance, and the person actively in charge of the 

business of the corporation shall be subject to the penalties prescribed in this 

subsection and shall be personally, jointly, and severally liable together with the 

corporation for the payment of all compensation or other benefits for which the 

corporation is liable under this chapter if the coiporation at that time is not insured or
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qualified as a self-insurer.

11 See. 39. AS 23.30.080(d) is amended to read:

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

AS 23.30.075, the director [BOARD] may petition to issue a stop order prohibiting 

the use of employee labor by the employer until the employer insures or provides 

security as required by AS 23.30.075. The failure of an employer to file evidence of 

compliance as required by Ar 23.30.085 creates a rebuttable presumption that the 

employer has failed tc insui or provide security as required by AS 23.30.075. The 

petition’shall he filed in the office of the commission. An administrative law 

judge shall hear the petition within 20 days alter service of the petition on the 

employer. If the director presents cadence with the petition that hazards in the 

employment constitute a danger that could reasonably be expected to 

immediately cause an employee death or serious physical harm , the petition m ay 

be heard on shortened notice. The administrative law judge shall issue a decision 

on the petition within seven davs after the hearing. If an employer fails to comply 

with a stop order issued under this section, an administrative law judge [THE 

BOARD] shall assess a civil penalty of $1,000 a [PER] day. The employer may not 

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

years following the violation of the stop order. .

Sec. 40. AS 23.30.080 is amended by adding new subsections to read:

(e) If an employer fails, refuses, or neglects to insure or provide security as 

required by AS 23.30.075(a), the director may petition to order payment o f a civil 

penalty to the state of an amount up to $100 for each employee for each day an 

employee is employed while the employer is uninsured or does not provide the 

security required by AS 23.30.075(a). The failure of an employer to file evidence of 

compliance as required by AS 23.30.085 creates a rebuttable presumption that the 

employer has failed to obtain and keep insurance or provide security as required by 

AS 23.30.075(a). The petition shall be filed in the office of the commission. An 

administrative law judge shall hear the petition within 20 days after service of the 

petition on the employer. If the director presents evidence with the petition that 

hazards in the employment constitute a danger that could reasonably be expected to
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immediately cause an employee death or serious physical harm, the petition may be 

heard on shortened notice. The administrative law judge shall issue a decision on the 

petition within seven days after the hearing.

(f) If  an employer fails to pay a civil penalty ordered under (d) or (e) of this 

section within seven days after the date of service of the order upon the employer, the 

director may declare the employer in default. The director shall file a certified copy of 

the penalty order and declaration of default with the clerk of the superior court. The 

court shall, upon the filing of the copy of the order and declaration, enter judgment for 

the amount declared in default if it is in accordance with law. Anytime after a 

declaration of default, the attorney general, when requested to do so by the director, 

shall take appropriate action to assure collection of defaulted payment. Review of the 

judgment may be had as provided under the Alaska Rules of Civil Procedure. Final 

proceedings to execute the judgment may be had by writ of execution.

* Sec. 41. AS 23.30.085(a) is amended to read:

(a) An employer subject to this chapter, unless exempted, shall initially file 

evidence of compliance with the insurance provisions of this chapter with the division 

[BOARD], in the form prescribed by the director [IT]. The employer shall also give 

evidence of compliance within 10 days after the- termination of the employer's 

insurance by expiration or cancellation. These requirements do not apply to an 

employer who has certification from the division [BOARD] of the employer’s 

financial ability to pay compensation directly without insurance.

* Sec. 42. AS 23.30.090 is amended to read:

Sec. 23.30.090. Self-insurance certificates. If an employer has complied 

with the provisions of this chapter relating to self-insurance and has paid annual 

sendee fees assessed under AS 23.05.067, the director [BOARD] shall issue the 

employer a certificate that shall remain in force for a period fixed by the director 

[BOARD]. The director [BOARD] may, upon at least 10 days' notice and a hearing, 

revoke a self-insurance certificate upon satisfactory proof that an employer is no 

longer entitled to it. The hearing shall be conducted by an administrative law 

judge within 20 days after service of the director's notice. W ithin 14 days after 

the hearing, the administrative law judge shall make a nronoscd decision to the
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director. who may adopt. amend. or reject if in the d irec to r's d iserctioTi. After 

revocation, the d ire c to r [BOAIID] may grant a new certificate to an employer, upon 

the employer's petition and satisfactory proof of the employer's financial ability as 

provided in this chapter. An employer authorized as a self-insurer shall provide 

claims facilities through its own staffed adjusting facilities located within the state, or 

independent, licensed, resident adjusters with power to effect settlement within the 

state.

* Sec. 43. AS 23.30.090 is amended by adding a new subsection to read:

(b) All testimony given before an administrative law judge under this section 

shall be recorded, but need not be transcribed unless further review is initiated. 

Hearings shall be open to the public.

* Sec. 44. AS 23.30.095(a) is amended to read:

(a) The employer shall furnish medical, surgical, and other attendance or 

treatment, nurse and hospital sendee, medicine, crutches, and apparatus for the period 

that [WHICH] the nature of the injury or the process of recovery requires, not 

exceeding two years from and after the date of injury to the employee. However, if 

the condition requiring the treatment, apparatus, or medicine is a latent one, the two- 

year period runs from the time the employee has knowledge of the nature of the 

employee's disability and its relationship to the employment and after disablement. I f  

[IT SHALL BE ADDITIONALLY PROVIDED THAT, IF] continued treatment or 

care or both beyond the two-year period is indicated, the injured employee has the 

right of review by an administrative law judge [THE BOARD], The administrative 

law judge [BOARD] may authorize continued treatment or care or both as the process 

of recovery may require. When medical care is required, the injured employee may 

designate a licensed physician to provide all medical and related benefits. The 

employee may not make more than one change in the L,u..ploy°e's choice of attending 

physician without the written consent of the employer. Referral to a specialist by the 

employee's attending physician is not considered a change in physicians. Upon 

procuring the services of a physician, the injured employee shall give proper 

notification of the selection to the employer within a reasonable time after first being 

treated. Notice of a change in the attending physician shall be given before the
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* Sec. 45. AS 23.30.095(c) is amended to read:

(c) A  claim for medical or surgical treatment [,] or treatment requiring 

continuing and multiple treatments of a similar nature is not valid and enforceable 

against the employer unless, within 14 'days following treatment, the physician or 

health care provider giving the treatment or the employee receiving il furnishes to the 

employer and the division [BOARD] notice of the injury and treatment, preferably on 

a form prescribed by the director [BOARD]. An administrative law judge [THE 

BOARD] shall, however, excuse the failure to furnish notice within 14 days when the
i

administrative law judge [IT] finds it to be in the interest of justice to do so, and the 

administrative law fridge [IT] may, upon application by a party in interest, make an 

award for the reasonable value of the medica1 or surgical treatment so obtained by the 

employee. When a claim is made for a course of treatment requiring continuing and 

multiple treatments of a similar nature, in addition to the notice, the physician or 

health care provider shall furnish a written treatment plan if the course of treatment 

will require more frequent outpatient visits than the standard treatment frequency for 

the nature and degree of the injury and the type of treatments. The treatment plan 

shall be furnished to the employe0 and the employer within 14 days after treatment 

begins. The treatment plan must include objectives, modalities, frequency of 

treatments, and reasons for the frequency of treatments. If the treatment plan is not 

furnished as required under this subsection, neither the employer nor the employee 

may be required to pay for treatments that exceed the frequency standard The 

director shall propose and the department [BOARD] shall adopt regulations 

establishing standards for frequency of treatment.

* Sec. 46. AS 23.30.095(d) is amended to read

(d) If at any time during the period the employee unreasonably refuses to 

submit to medical or surgical treatment, an administrative law judge [THE BOARD] 

may by order suspend the payment of further compensation while. the refusal 

continues, and no compensation may be paid at any time dining the period of 

suspension, unless the circumstances justified the refusal.

* Sec. 47. AS 23.30.095(e) is amended to read:

23-GH2172\A
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(e) The employee shall, after an injury, at reasonable times during the 

continuance of the disability', if requested by the employer or when ordered by an 

administrative law judge [THE BOARD], submit to an examination by a physician 

or surgeon of the employer's choice authorized to practice medicine under the laws of 

the jurisdiction in which the examination occurs, furnished and paid for by the 

employer. The employer may not make more than one change in the employer's 

choice of a physician or surgeon without the written consent of the employee. 

Referral to a specialist by the employer's physician is not considered a change in 

physicians. An eva.minai.inn requested by the employer not less than 14 days after 

injury, and every 60 days thereafter, shall be presumed to be reasonable, and the 

employee shall submit to the examination without further request or order by an 

administrative law judge [THE BOARD]. Unless me^cally appropriate, the 

physician shall use existing diagnostic data to complete the examination. Facts 

relative to the injury or claim communicated to or otherwise learned by a physician or 

surgeon who may have attended or examined the employee [,] or who may have been 

present at an examination are not privileged, either in the hearings provided for in this 

chapter or an action to recover damages against an employer who is subject to the 

compensation provisions of this chapter. If an employee refuses to submit to an 

examination provided for in this section, the employee's rights to compensation shall 

be suspended until the obstruction or refusal ceases, and the employee's compensation 

during the period o f suspension may, in the discretion of an administrative law judge 

[THE BOARD] or the court determining an action brought for the recovery of 

damages under this chapter, be forfeited. In [THE BOARD IN] any case of death, the 

director may order [REQUIRE] an autopsy at the expense of the party requesting the 

autopsy. An autopsy may not be held without notice first being given to the widow or 

widower or next of kin if the^ reside in the state or their whereabouts can be 

reasonably ascertained, of the time and place of the autopsy and reasonable time and 

opportunity given tire widow or widower or next of kin to have a representative 

present to witness the autopsy. If adequate notice is net given, the findings from the 

autopsy may be suppressed on petition [MOTION] made to an administrative law 

judge [THE BOARD] or to the superior court, as the case may be.
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* Sec. 48. AS 23.30.095(f) is amended to read;

(f) All fees and other charges for medical treatment or sendee shall be subject 

to regulation by the department [BOARD] but may not exceed usual, customary, and 

reasonable fees for the treatment or service in the community in ‘which it is rendered, 

as determined by the director [BOARD]. An employee may not be required to pay a 

fee or charge for medical treatment or service. The director shall propose and the 

department [BOARD] shall adopt updated usual, customary, and reasonable medical 

fee schedules at least once each year.

* Sec. 49. AS 23.30.095(h) is amended to read;

(h) Upon the filing with the division [BOARD] by a party in interest of an 

application or other pleading, all parties to the proceeding must immediately) or in any 

event within five days after service of the pleading, send to the division [BOARD] the 

original signed reports of all physicians relating to the proceedings that [WHICH] 

they may have in their possession or under their control, and copies of the reports shall 

be served by the party immediately on any [THE] adverse party. There is a 

continuing duty on all [THE] parties to [SO] file and serve all the reports during the 

pendency of the proceeding.

* Sec. 50. AS 23.30.095(j) is amended to read:

0  The director [BOARD] may appoint a medical services review committee, 

or contract with an existing organization in the state or another state, to assist and 

advise the director [BOARD] in matters involving the appropriateness, necessity, and 

cost of medical and related services provided under this chapter.

* Sec. 51. AS 23.30.095(k) is amended to read;

(k) In the event of a medical dispute regarding determinations of causation, 

medical stability, ability tr enter a reemployment plan, degree of impairment, 

functional capacity, the amount and efficacy of the continuance of or necessity of 

treatment, or compensability between the employee's attending physician and the 

employer's independent medical evaluation, the director [BOARD] may require that a 

s' cond independent medical evaluation be conducted by a physician or physicians 

selected [BY THE BOARD] from a list established and maintained by the director 

[BOARD]. The cost of an examination and medical report shall be paid by the
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employer. The report of an independent medical examiner shall be furnished to the 

division [BOARD] and to the parties within 14 days after the examination is 

concluded. A person may not seek damages from an independent medical examiner 

caused by the rendering of an opinion or providing testimony under this subsection, 

except in the event of fraud or gross incompetence.

* Sec. 52. AS 23.30.100(a) is amended to read:

(a.) Notice of an injury or death with [IN] respect to which compensation is 

payable under this chapter shall be given within 30 days after the date of such injury 

or death to the division [BOARD] and to the employer.

* Sec. 53. AS 23.30.100(c) is amended to read:

(c) Notice shall be given to the division [BOARD] by delivering it or sending 

it by mail addressed to the division's [BOARD'S] office, and to the employer by 

delivering it to the employer or by sending it by mail addressed to the employer at the 

employer's last known place of business. If the employer is a partnership, the notice 

may be given to a partner, or* if a corporation, the notice may be given to an agent or 

officer upon whom legal process may be served or who is in charge of the business in 

the place where the injury occurred,

* Sec. 54. AS 23.30.100(d) is amended to read:

(d) Failur e to give notice does not bar a claim under this chapter

(1) if the employer, an agent of the employer in charge of the business 

in the place where the injury occurred, or the carrier had knowledge of the injury or 

death and an administrative law judge [THE BOARD] determines that the employer 

or carrier has not been prejudiced by failure to give notice;

(2) if an administrative law judge [THE BOARD] excuses the failure 

on the ground that* for some satisfactory reason* notice could not be given;

(3) unless objection to the failure is raised before an adm inistrative 

law fudge [THE BOARD] at the first hearing of a claim for compensation with [IN] 

respect to the injury or death.

* Sec. 55. AS 23.30.105(a) is amended to read:

(a) The right to compensation for disability under this chapter is barred unless 

a claim for it is filed within two years after the employee has knowledge of the nature
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of the employee's disability and its relation to the employment and after disablement. 

However, the maximum time for filing the claim in any event other than arising out of 

an occupational disease shall be four years from the date of injury, and the right to 

compensation for death is barred unless a claim [THEREFOR] is flea  within one year 

after the death, except that4 if payment of compensation has been made without an 

award on account of the injury or death, a claim may be filed within two years after 

the date of the last payment of benefits under AS 23.30.041, 23.30.180, 23.30.185, 

23.30.190,23.30.200, or 23.30.215. In jTT IS ADDITIONALLY PROVIDED THAT, 

IN] the case of latent defects pertinent to and causing compensable disability, the 

injured employee has the full right to claim compensation as shall be determined by 

an adininistrati' re law judge [THE BOARD], time limitations notwithstanding.

* Sec. 56. AS 23.30.107 is amended to read:

Sec. 23.30.107. Release of information, (a) Upon written request, an 

employee shall provide written authority to the employer, carrier, rehabilitation 

specialist, or reemployment benefits administrator to obtain medical and rehabilitation 

information relative to the employee's injury. The request must include notice of the 

employee's right to file a petition for a protective order with the division [BOARD] 

and must be served by certified mail to the employee's address on the notice of injury 

or by hand delivery to the employee. This subsection may not be construed to 

authorize an employer, carrier, rehabilitation specialist, or reemployment benefits 

administrator to request medical or other information that is not applicable to the 

employee's injury.

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

division or held bv the commission or the office of administrative hearings 

(AS 44.64.0KB [BOARD] are not public records subject to public inspection and 

copying under AS 40.25. This subsection does not prohibit

(1) the reemployment benefits administrator, the division, the office of 

the commission, the office of administrative hearings (AS 44.64.010! [BOARD], or 

the department from releasing medical >r rehabilitation records in an employee's file, 

without the employee's consent, to a physician providing medical services under 

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

-32-
Now Text: Under 1 lut'd (DELETED TEXT BRACKETED]



governmental agency, or

(2) the quoting or discussing of medical or rehabilitation records 

contained in an employee's file during a hearing on a claim for compensation [,’J or in 

a decision and order of the administrative law judge, the director, or the 

commission [BOARD],

* Sec. 57. AS 23.30.108 is amended to read:

Sec. 23.30.108. Prehearing conferences [PREHEARINGS] on discovery 

matters; objections to requests for release of information; sanctions for 

noncompliance, (a) If an employee objects to a request for written authority under 

AS 23.30.107, the employee must file a petition with the division [BOARD] seeking a 

protective order within 14 days after service of the request. If the employee fails to 

file a petition and fails to deliver the written authority as required by AS 23.30.107 

within 14 days after service of the request, the employee's rights to benefits under this 

chapter are suspended until the written authority is delivered.

(b) If a petition seeking a protective order is filed, the division shall promptly 

notify the commission, and the commission clerk shall, within seven days, request 

assignment of an administrative law judge and [BOARD] shall set a prehearing 

conference with t? e administrative law judge to occur within 21 days after the 

filing date of the petition. At a prehearing conference conducted by an 

administrative law judge [THE BOARD'S DESIGNEE], the administrative law 

judge [BOARD'S DESIGNEE] has the authority to resolve disputes concerning the 

written authority. If the administrative law judge [BOARD OR THE BOARD'S 

DESIGNEE] orders delivery of the written authority and if the employee refuses to 

deliver it within 10 days after being ordered to do so, the employee's rights to benefits 

under this chapter arc suspended until the written authority is delivered. During any 

period of suspension under this subsection, the employee's benefits under this chapter 

are forfeited unless an administrative law judge [THE BOARD], or the court 

determining on action brought for the recovery of damages under this chapter, 

determines that good cause existed for the refusal to provide the written authority.

(c) At a prehearing conference on discovery matters conducted by an 

administrative law judge [THE BOARD'S DESIGNEE], the administrative law
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judge [BOARD'S DESIGNEE] shall direct parties to sign releases or produce 

documents, or both, if  the parties present releases or requests for documents that are 

likely to lead to admissible evidence relative to an employee's injury. If a party 

refuses to comply with an order by an administrative law judge [THE BOARD'S 

DESIGNEE OR THE BOARD] concerning discovery matters, an administrative law 

judge [THE BOARD] may irhpose appropriate sanctions in addition to any forfeiture 

of benefits, including dismissing the party's claim, petition, or defense. A party may 

petition the commission for expedited review of an order of an administrative law 

judge on discovery matters within seven days after the date of service of the 

challenged order, and a party opposing the petition shall respond within seven 

days after service of the petition. The commission shall determine whether to 

grant or deny a petition for review within 10 days after a response is due. If [A 

DISCOVERY DISPUTE COMES BEFORE] the commission grants a petition 

[BOARD] for expedited review of a discovery determination by an administrative 

law judge [THE BOARD'S DESIGNEE], the commission [BOARD] may not 

consider any evidence or argument that was not presented to the administrative law 

judge [BOARD'S DESIGNEE], but shall determine the issue solely on the basis of the 

written record. The decision by the commission [BOARD] on a discovery dispute 

shall be made within 30 days. The commission [BOARD] shall uphold an 

administrative law judged [THB DESIGNEE'S] decision except when the 

administrative law judge's [BOARD'S DESIGNEE'S] determination is an abuse of 

discretion.

* Sec. 58. AS 23.30.110 is amended to read

Sec. 23.30.110. Procedure on claims and petitions, (a) Subject to the 

provisions of AS 23.30.105, a claim for or petition relating to compensation or 

benefits or both may be filed with the division k DARD] in accordance with its 

regulations at any time after the first seven days o f  disability following an injury, or at 

any time after death, and an administrative law judge [THE BOARD] may hear and 

determine all questions with [IN] respect to the claim or petition. AS 44.64.060 does 

not apply to hearings under this section.

(b) Within 10 days after a claim or petition is filed* the division [BOARD], in
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accordance with its regulations, shall notify the opposing party, employer., and any 

other person, other than the claimant or petitioner, whom the director [BOARD] 

considers an interested party that a claim or petition has been filed. The notice may 

be served personally [UPON THE EMPLOYER OR OTHER PERSON,] or sent by 

certified [REGISTERED] mail.

(c) Before a hearing is scheduled, the party seeking a bearing shall file with 

the office of the commission a request for a hearing together with an affidavit stating 

that the party has completed necessary discovery, has obtained necessary evidence, 

and is prepared for the hearing. Within seven days after filing of a request  for 

hearing, the commission clerk shall requesc the chief administrative law judge 

appointed under AS 44.64.010 to assign an administrative law judge for the 

hearing. An opposing party shall have 10 days after the hearing request is filed to file 

a response. If a party opposes the hearing request, an administrative law indpe 

[THE BOARD OR A  BOARD DESIGNEE] shall* within 30 days after [OF] the filing 

of the opposition, conduct a pre-hearing conference, plan the timing and sequence of 

discovery and other preliminary matters, and set a reasonable hearing date. If 

opposition is not filed, the administrative law judge shah schedule a hearing not 

[A FEARING SHALL BE SCHEDULED NO] later than 60 days after the receipt of 

the hearing request. The administrative law judge [BOARD] shall give each party at 

least 10 days' notice of the hearing, either personally or by certified maiL After a 

hearing has been scheduled, the parties may not stipulate to change the hearing date or 

to cancel, postpone, or continue the hearing, except fcr good cause as determined by 

the administrative law judge. The hearing shall be before an adm inistrative law 

judge unless otherwise provided bv this chapter [BOARD]. After completion of 

the hcaringj the administrative law fudge [BOARD] shall close the hearing record. 

If a settlement agreement is reached bv the parties less than 14 days before the 

hearing the parties shall appear at the time of the scheduled hearing to state the terms 

of the settlement agreement. Within 30 days after the hearing record closes, the 

administrative law fudge [BOARD] shall file a written [ITS] decision. If  the 

employer controverts a claim on a director-prescribed [BOARD-PRESCRIBED] 

controversion notice and the employee does not request a hearing within two years
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following the filing of the controversion notice, the claim is denied.

(d) At the hearingj the parties [CLATMANT AND THE EMPLOYER] may 

each present evidence with [IN] respect to the claim or petition and may be 

represented by any person authorized in writing for that purpose.

(e) The order of the administrative law judge rejecting the claim or petition, 

or making the award, referred to in this chapter as a compensation order, shall be filed 

in the office of the commission [BOARD], and a copy of it shall be sent by certified 

[REGISTERED] mail to the parties [CLAIMANT AND TO THE EMPLOYER] at 

the last known address of each.

(f) An award of compensation for disability or an order dismissing a claim 

may be made after the death of an injured employee.

(g) Ail injured employee claiming or entitled to compensation shall submit to 

the physical examination by a duly qualified physician, that an administrative law 

judge [WHICH THE BOARD] may require. The place or places shall be. reasonably 

convenient for the employee. The physician or physicians as the employee, employer, 

or carrier may select and pay for may participate in an examination if the employee, 

employer, or cairier so requests. Proceedings shall be suspended and no compensation 

may be payable for a period during which the employee refuses to submit to 

examination.

(h) The filing of a hearing request under (c) of this section suspends the 

running o f the two-year time period specified in (c) of this section. However, if the 

employee subsequently requests, a continuance of the hearing and the request is 

granted [APPROVED BY THE BOARD], the granting of the continuance renders the 

request for hearing inoperative, and the two-year time period specified in (c) of this 

section .continues to run again from the date of an administrative law judge's [THE 

BOARD'S] notice to the employee of [THE BOARD’S GRANTING OF] the 

continuance and of its effect. If the employee fails to again request a hearing before 

the conclusion of the two-year time period in (c) o f this section, the claim is denied.

* Sec. 59. AS 23.30.110 is amended by adding new subsections to read:

(i) An order dismissing a claim in whole or in part may be made before a 

hearing on the merits of the claim when (1) the claim requests relief f  it cannot be
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granted under this chapter; (2) there is a lack of jurisdiction over the subject matter o f 

the claim or the person under this chapter; (3) division process or service o f process 

was insufficient; (4) the claim has not beeo prosecuted or a hearing was not requested 

within the time allowed in (c) of this section; or (5) the claim is barred by a statute of 

limitation. If, within 60 days after service of an order dismissing a claim under (1) -

(3) of this subsection, the defects stated in the order arc cured, the dismissal may be 

vacated Otherwise, the order of dismissal is a final compensation order.

(j) At any time, a part}' may petition for a summary decision on all or part o f a 

claim The administrative law judge shall grant the petition if (1) the administrative 

law judge finds all reasonable discovery has been made on the issues presented; and

(2) the record shows that there is no genuine issue of any material fact and that the 

petitioner is entitled to a decision as a matter of law. The administrative law judge 

may file a compensation order in favor of the petitioner if the administrative law 

judge's summary decision adjudicates all issues in the claim with respect to the 

petitioner.

* Sec. 60. AS 23.30 is amended by adding new sections to read:

Sec. 23.30.1X2. Administrative law judges, (a) Unless otherwise provided 

in this chapter, hearings on claims and petitions shall be conducted by an 

administrative law judge. In addition to the qualifications provided in AS 44.64.040, 

an administrative law judge conducting hearings or other proceedings under this 

chapter must have at least three years of experience in this state in the field of workers' 

compensation law or in a similar field of practice.

(b) An administrative law judge for the purposes of this chapter may

(1) subpoena witnesses, administer or cause to De administered oaths, 

and order production of parts of the books and records of the parties to a proceeding or 

cher records, documents, or papers that relat. to questions in dispute; the superior 

court, on application of the administrative law judge under AS 44.62.590, shall 

enforce the attendance and testimony of witnesses and Lie production and examination 

of books, papers, and records;

(2) direct a physician or hospital rendering medical treatment or 

service under this chapter to furnish to the division periodic reports of treatment or
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services on forms prescribed by the division;

(3) arrange to have hearings held by the commission, officer, or 

tribunal having authority to hear cases arising under the workers' compensation law of 

any other state, of the District o f Columbia, or of any territory of the United States, 

when a proceeding in this state so requires; the testimony and proceedings at the 

hearing shall be reported to the commission and are a pait of the record in the case; 

evidence taken at the hearing is subject to rebuttal upon final hearing under this 

chapter.

Sec. 23.30.113. Hearings before an administrative law judge, (a)

Notwithstanding any contrary provision of law, hearings under this chapter before an 

administrative law judge are to be conducted as provided in AS 23.30.110 and this 

section, or as otherwise provided under this chapter. Other proceedings under this 

chapter before an administrative law judge are to be conducted as provided in this 

chapter or in regulations adopted under this chapter.

(b) In conducting a hearing under this chapter, an administrative law judge is 

not bound by common law or statutory rules of evidence or by technical or formal

rules o f procedure, except as provided by this chapter and the regulations of the
\

commission. The hearing may be conducted in the manner designed to best ascertain 

the rights of the parties. In proceedings before administrative law judges, the 

administrative adjudication procedures of AS 44.62 (Administrative Procedure Act) 

do not apply, except that AS 44.62.410(b), 44.62.460(a) - (d), 44.62.470, 44.62.480, 

44.62.510, and 44.62.590 shall apply to proceedings under this chapter. Declarations 

of a deceased employee concerning the injury with respect to which the investigation 

or inquiry is being made or the hearing conducted shall be received in evidence and 

are, if corroborated by other evidence, sufficient to establishthe injury.

(b) The administrative law judge shall preside over hearings of claims and 

petitions under this chapter and perform all other functions in an impartial manner 

with due" regard for the rights of all parties and the facts and the law, and consistent 

with the orderly and prompt dispatch of proceedings under this chapter. The 

administrative law judge shall rule on. questions of procedure, the admission and 

exclusion of evidence, and make rulings on matters of law.
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