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It is our view that the Division of Workers ” Condensation* the
Board and the Division of Insurance need to have the ability to
audit for compliance with the laws and the tools to enforce the
laws, but tbey should not be put into the position of usurping
the responsibilities of the private insurance sector in the day
to day handling and administering of a very complex act.

2. The whole new reporting mechanism is adding a substantial burden
of time and expense to the already expensive cost of handling a
workers® compensation case.e~ This additional cost must be loaded
into the price of workers®™ compensation insurance and passed on
to the employers. This ordinarily would prove to be no problem
to the insurance carrier, however, we are concerned that with
the substantially increasing costs on the benefit side of the
premium dollar, more ana more employers are being forced into
alternatives to purchasing workers®™ compensation insurance.
While- we- cannot- attribute- last- year 3--legislation and -the
implementation Dby the Division of \Workers”® Compensation
concerning these reports as the sole contributing factor to
these phenomena, we have observed that the overall increase in
cost for workers* compensation has driven employers to either:

a. Ignore the law and not purchase workers' compensation
Insurance;
b. Force themselves in some way to qualify for self-insurance

status to avoid haviig to purchase insurance;

C. Become involved with groups or alternatives to purchase of

single insurance with questionable financial
responsibility, or

d. In some cases go out of business.

While we recognize that there ought to be periodic reconsideration
of the benefit structures and a balancing in light of new public
policy of the interest of the injured workers against the cost to
employers, we do not feel that it is appropriate to continually
increase the expense of the system unless there is some compelling
reason to impose new administrative burdens.

We are, of course, eoMcerned that in the las', month or so in which
the reports have been submitted to the Division, | have been given
to understand that the Division has returned forms for minor
technical errors and has inoicated to the insurance carrier that
until the forms were resubmitted correctly the penalty periods would
be running. The impact is that for minor technical flaws in filling
out the report an insurance carrier could be subjected to severe
financial penalties.
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We think 1t 1is ludicrous that an insurance carrier could he
penalized more for failure to submit a report to the Board than for
failure to submit the payment to the injured employee.

I have made some effort to try to determine what value this new
computer system offers injured workers in the State of Alaska or the
Division of Workers®™ Compensation.

The Division is quick to offer several specific examples of how they
have been able to use the terminal access facility to answer
questions of claimants who make phone calls to the Division. They
also Indicate that at some point in time the computer system wi.”l
enable them to digest data for statistical purposes aud also enable
them to have Immediate access to benefit history for a claimant 1in

order to evaluate compromise and release agreements and other
matters coming before the Board. -

We Dbelieve that the limited value derived from having the computer
available does not warrant its substantial expense.

Values of The System
1. Ability to answer claimant's questions.

It is indeed of some value to have access to the history of
claim payments when a claimant asks a question Ol the Division
of Workers®™ Compensation. It should he observed, however, that
first not all of the claim payment history isor ever will be in
the computer since only changes 1in payments are required to be
reported except at anniversary  time. Accordingly,when

claimants call prior to an anniversary date only inadequate data
will be on the computer and it still will be necessary for the
Division to refer a claimant to his insurance carrier to get the
full information. Furthermore, the frequency of claimant
inquiries at the Division, which they regard as substantial, is

miniscule when compared to the number of injured workers in the
workers® compensation system.

2. Statistical Data

It is true that the Division has been asked by the legislature
and by interested groups to provide statistics on frequency and
severity of loss by different classifications in the State of
Alaska. In fact, while 1 was Director of the |Insurance
Division, | argued that the Division of Workers®™ Compensation
should have that information and 1in the Richard L. Block &
Associates”™ report of 1980 I recommended thst the Division hav?
access to that information. Hy position in this regard has not
changed, and 1 believe it is appropriate that the Division be
able to accumulate relevant statistical Information on accident
frequency and severity. The computer system which they have
devised certainly has the capacity for accumulating that data,
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but I would point out that absolutely none of, the interim
reports filed by the carrier contribute in any way to that
information. The only information submitted by * carrier which
could be used for statistical purposes is the first notice to
the Board of the existence of the accident and the last report
filed by the carrier which gives a complete description and
evaluation of payments, benefits, .cause of loss, etc.

3. Ability to evaluate the propriety of compromise and release
claims and other inquiries made by the parties.

The value that the computer will have to determine the propriety
of matters coming before the Board on specific cases is-, at
best, questionable. The fact 1is that compromise and release
claims are submitted to the Board for a variety of factors only
a minority of which have anything to do with the amount of
payments which have in fact been made to date. A compromise and
release agreement submitted to the Board must be approved on the
merits of each individual case based on information only some cf
which Ixi wfatistical or financial submitted by the employer
and the employee. It is ludicrous to establish a complex
computer system to accumulate data on every single claim
processed in the State of Alaska in order to provide a facility
to approve the few lunp-ru-a -"ompromise and release agreements
submitted to the Board when those submitting those agreements
can provide that information themselves.

Cost of The System

There is little available information on the +true cost of
operating this computer system, however, a vreview of the
Division®s budget would indicate that there are several
employees either in the Division of Administration or in the
Division of Workers®™ Compensation who have dedicated their time
to processing the paper work to make the computer system
operative.

In addition and not reflected 1in the Division of Workers'
Compensation's  budget is the computer tame and computer
programming costs which would be more properly buried in the
Data Processing Division's budget.

Further, there is the time of employees devoted to working the
system for interested inquirers.

I have been advised by Jackie jelLintock that they are up to date
currently in processing the paper work which has come in; but,
as the sybtem becomes more mature and claim frequencies
increase, there is going to have to be a substantial additional
burden placed on the Division of Workers®™ Compensation to
process all of these reports. After all, if there are to be
three or four reports for every claim, then the claim
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processing capabilities of the Division of Workers®™ Compensation
would have to essentially be equal to the claim data processing
capabilities of all of the carriers processing workers*
compensation claims in this stave at any point in time.

It is our conclusion that this expense, whatever it may be, is
not justified to obtain the limited benefits which are gained
from that system.

There are some other issues upon which I can only speculate.

I did observe in reviewing the system that there is a substantial
amount of confidential information in the computer. I am troubled
by the fact that because it is 1in the possession of tha State it
comes under the freedom of information provisions and thus the
privacy of -every workers* compensation claimant..ls potentially
violated. It is possible, for example, for anyone to go Into a
Department of Labor office and ask for information concerning a
claimant and find out his wages, what physicians he has been seeing
in conuection with his 1injury, what his workers ™ compensation
entitlements are and other pertinent information, all of which would
not be available If the information were not filed with the State.

I was interested to observe also that the Division is maintaining a
master list of attorneys and keying each attorney into the cases he
is handling. It 1s thus possible to write a program to access a
report showing all fees paid to the lawyers In the State, who their
clients are and other information which 1 believe the members of the
Bar would be concerned to learn is now publicly available
information. Each lawyer 1is now designated In the system as an
employers®™ lawyer or an employees®™ lawyer.

A further collateral issue has to do with the maintenance of the law
digest portion of thair program.

Frankly, the work done In preparing the law digest function on the
computer appear to be extremely well done, and they are to be
complimented for putting together a very good program. My concern
is not that they have built this aspect of ®Tthe sjstem, but rather
they have concentrated their efforts on making available to their
own internal staff an excellent means of accessing opinions of the
Workers® Compensation Boards In order to help draft future opinions,
but they have devoted no time whatsoever to making printed versions
of the workers®™ compensation opinions available to anyone else.
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The history of access tc Board opinions in this regard is that for
those lawyers who had contacts with the Juneau office, photo copies
of mimeographed versions of their opinions could be obtained; but no
one else in the State could have access to them except the parties
to eacn case. Now | understand that the Juneau office will not make
them available even to lawyers in Juneau. This means that the Board
intends to rely on prior cases in drafting its future opinions, but
the lawyers who must argue before the Boards will not have access to
those opinions in any way. It seems to me that it would be more
appropriate for the Division of Workers®™ Compensation to have
created a facility to make the opinions available to a private
publishing firm in Alaska, who. could have developed the digest and
made it commercially available to all lawyers and other interested
r'.rties. It may be that tbe Division is considering making the
opinions and the digest available to interested parties which would
be a step forward, but it strikes me as completely inappropriate
that such a function that could be well done by private concerns 1is
being done by a state agency.

Alternative Suggestion

While I believe i" 1is inappropriate for the State tobe accumulating
this information, there are certain things which 1do believe are
appropriate for the employee to have and it is interesting to note
that no one has drafted any statute requiring th'sinformation be

made available to the employee. It is true thatin the set of
instructions promulgated by the Board, they ask that the original
report go to the employee.

It is further our concern that the. reports are so complex that in
their current form they are probably more confusing to the employee
then they are helpful.

I attach a proposed alternative to be included in Section 155.

Its salient points are these:

1. The carrier must report to the employee at every change 1in
compensation.

2. The form upon which such reports are made to the employee must
meet min-"ium standards established by the Board but ai* not
prepared on Board forms. This will permit each carrier to
design a simple form which meets mininum standards but which are
readable and understandable by the claimant.

3. There are penalties imposM upon the carrier for not submitting
the reports in a timely fashion, but instead of the penalties
being automatic they are 1imposed upon application by the
employee, are paid to the employee and are determined ultimately
by the Board.



4. The Board will receive only a first notice from the carrier
acknowledging receipt of some information concerning the
existence of a claim and a final notice which provides whatever
statistical information the Board believes is relevant to
monitoring the workers ™ compensation system. This, of course,
is in addition to the notice of injury submitted by the employee.

It is our opinion that with the Information the Board v 111 be in a
position to know all claims fc'i‘e been acknowledged by a carrier and
who that carrier is, enabling the Board to refer an injured worker
to the proper person handling the workers ”compensation claim should
any Inquiries come to the Division of Workers *Compensation.

Under current law, which we do not propose be changed, an Injured
worker could file a specific request for hearing before the Board on
their workers ™ compensation claim if they feel they are not being
treated properly by the carrier, ormay f:.le a claimwith the
Division of Insurance to investigate whether the insurance company
is properly handling the workers®™ compensation claim and giving it
Its due attention.

A1l Of the interinm reports currently required by Section 155 to be
filed with the Board by the carrier would be eliminated.

We regard the change in direction as extremely importantand hope
the Committee will see fit to adopt theproposed amendment.

Yours cordially,

RLB/crl



23.30.
23.30.
23.30.

23.30.

(M

Gii)

155 (¢) Repeal
155 (h) Repeal
155 (m) . Repeal
155 (g) Add

Within 14 days after receipt of any document vhich evidences

the existence of a claim under this Act, the employer or
carrier shall file with the Board andprovide to the employee
an acknowledgment of claim which shall be on a form

prescribed by the Board and *hich shall be for the purpose of
providing both the Board and the claimant with the name and
point of contact in the stateof Alaska for information
concerning tn.i claim, proposed disposition of the claim, and
claimants rights and entitlements under the Act.

The employer shall notify the claimant of any change in
compensation to be paid to claimant. The notice shall be
delivered to claimant within 14 days after a last payment
before termination or suspension of payments, or with any
payment that is less than, more than or being paid pursuant to
a different statutory entitlement chan any previous paymnnt or
whicn is a resumption of payments. The notice shall be on a
form prepared by the employer but which meets minimum
standards set by the Board and shall contain:

1) Nature of the change in payment.
2) Reason for the change.

3) Amount of the change.

4) Method of calculation.

5) Statutory entitlement being paid, terminated, suspended or
modified.

Within 14 days after final payment of compensation has been
made, the employer shall send to the Board a notice on a form
prescribed by the Board stating:

1. Reason for closing the case

2. Total amount paid for compensation, medical, rehabilitation
and allocated loss expense.

3. Other statistical information as is necessary to determine
accident frequency and seventy, trends, and which is
prescribed by regulation.

4. Other information which the Beard determines necessary to
properly administer the workers®™ compensation system.



IfT the employer fails to notify the (employee, the Board, upon

application of the employee, may assess a civil penalty,
payable to the employee of up to $100.00 for each notice not

timely rendered.



As of 10-79 S 554.828
As of 10-80 902,697
As of 10-81 1,160,314*

*Reduced to an effective value of $902.C97 as e
result of tie Group's Less Lirritation Aareemert

The question isoften raised, "Weren"t we over-reserv—
ed when dividend shares were first distributed?” The an—
swer is, "no!"

The original reserve for
claims (variations in claims values, unreported claims)
was 12%. As o" October, 1981 the shortfall in reserves
for 1977 amounted to a net 15% after deducting the in
curred-but-unreported original reserve. Who makes up
the difference? The insurer. This is done through in—
vestment earnings on the reserves held for the account
of the Group. Certainly, if this income merely decreases
the loss short-fall, it certainly cannot be considerec a
profit to the insurer.

As of October, 1981 the 1977 Group Year carries 21
open cases valued at $554,000, all of which are still in
the medical care stage of development. Next year the
medical fee schedule will increase by 33% os a result of
medical fee price fixing action in 1981.

Why aren"t all claims for 1977 closed? Lots of reas—
ons. mainly due to the character of the injuries them—
selves. Take the case of the driver who overturned and
went off the road in a blizzard in December 1977. His
nearly frozen body was found half a day after he was
trapoed in his truck with nead injuries. The extent of
his injuries took nearly three years to assess. Permanent
brain damage requires institutional care for the rest of
his life. The injury is irreversible. Lifetime medicals, life—
time pension, and ultimately, a death benelit. The man
iIs 47 years old, otherwise physically id fairly good
shape. What began as a rout>ne frostbite and anoxia case
turns out to be a massive neurological disability.

The CMSA Group Isn't
The Only Victim
Of Claim Maturation.

The California 8293, Mover®s, Classification exper
ience c /er the years shows, a constant picture of upward
cost development each year. Here isa seven year history
disclosed by the California Workers®™ Compensation
surance Rating Bureau.

incurred, but unreponed

In—

Six Months Thirty Months
After Year End After Year End
Year Loss Ratio Loss Ratio
1971 40.8% 56.5%
1972 45.7 57.9
1973 46.1 45.0
1974 46,5 64.5
1975 52.6 68.4
1976 54.8 63.8
1977 58.3 65.2"
«QOnly 18monlhi OnvelopuMinl
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Five Percent Of Mover's
Injury Claims Cost
Two-Thirds Of The Money.

Severe injuries, deaths, permanent partial and perm—
anent total disabilities comprise only about 5% of all re-"
ported work injuries in the moving industry. Yet the
dollar outlay for their care invoices twice as many
claims dollars as are involved in the other 95% of the
injuries. The <our major causes of loss in the moving in—
dustry are:

Strains, sprains including back: 38.3% of cost
Struck by, striking stationary objects: 5.3% of cost
Falls: 16.2% of cost

Moving vehicle accidents: 12.2% of cost

Vehicle ova mms generate the largest individual claim
cost. (S23.300 each on the average), striking fixed ob —
jects claims are at the lower end of the disabling injury
average claims cost scale (3400 each on the average).
Non-riisabiing claims, so-called medical only claims, rep—
resent 54% of all occurrences, currently cost an average
of S157.

Nothing 1is inexpensive in the injury business, That"s
why renewed effort at loss frequency and severity re—
duction is imperative. The progress shown in the 1979-
1980 yeai as well as the industry as.awhole, despite in—
flating costs of services and benefit increases. How do
you accomplish this objective? Better activity planning,
preventative oriented supervision, training, and fitness
(qualification).

How Do You Cope With An
Insurance Subject In Which
The Cost Of Goods Sold
Cannot Be Determined For
Years After The Service Has
Been Sold At A Fixed Price?

At times it seems that all insurance executives are
finance experts. It all looks so easy. If it isso easy, why
are most of the nation®s major insurers and a large num-
bei of the not-so-great companies suffering substantial
underwriting losses? Inflation beats out the rising cost
of claims after the protection has been sold. To offset
the impact of inflation on claims costs, many
have made heavy investments in the short-term high
earnings money market. Mostly in U.S. Government
paper. What is going to happen as short money earnings
continue to fall? Plenty. All the cut rates will disappear,
it will be back to paying claims out of underwriting, not
investment earnings. For a lot of folks that got highly
discounted deals from companies using cash flow to fuel
competitive strategies aimed at cornering all the cash,
there is going to be a considerable shock, There will be
no free lunches for the buyer, and the sellers will have

insurers

REPORT ALL CLAIMS PROMPTLY



;0 retreat from the market, their surpljs in jeapordy.

Competition can be a great levelier, a destroyer. The
extent to which the cash-flow insurance theorists are
coing reflects their desperation Take the hysterical ef—
fort to get open workers “compensation rating. Most
ct tr.e insurers clamoring for open rates have never
made a case for displayed ability to earn a consistent un:
ceiwriting profit through good claims management ana
through efficient administration. Deferred payment
p.ans. cash-flow plans, paid-loss-retrospective plans are
s,"stems which appeal to those who believe that there is
money to be made on reserves. Large buyers rr.ay be
Lenehtted, but at the cost to small insurance buyers. By
"educing the spread of risk, economically, by distorting
loss information upon which any rate system depends
through impecunious claims management, the smaller
buyers will suffer.

For years the objective o* insurance company regula—
tion was centered on the idea of maintaining solvency of
insurers. Today the prevailing idea is that freedom of
enterprise must prevail-freedom to compete and free—
dom to fail. The idea became fashionable as insolvency
guarantee associations emerged that require surviving in—
surers to pick up the losses of failing and insolvent in-
suiers. And so the number of endangered insurers have
increased as weak small competitors emerge* and con—
glomerate manipulation of well-established companies
raped conservative companies tor cash-flow profit. The
gjick buck, easy solution business is flourishing.

What this all has to do with the Group issimply this.
This Group is the alternative to buffeting by all the

mge shoe deals that wax and wane in the industry.
starts out with protecting the equities of
tfe buyer, not the fueling of impossible cross subsidies
Of 1insurer 3 cash-flow dilemmas It provides quality ser—
vices, stability, a constant, fair division of underwriting
pr-."fits on a cleai, clean-cut basis, and provides you, as a
li-."cr, with expertise and performance overview that
t e,»v Your Group operates through a system of con
trade jl arrangements with an insurer that makes acom —
mit trrent to suppori your Association®s objective of a
lower net cost system of outstanding protection quality,
A "ot of the companies now looking at your business
to”Nay were in hiding years ago. They only come out in
the fair weather Look at tiieir long-term actual per—
form,yrce records, then compare what ou®" Group has
done for your industry. Your Group can giv®more bang
for your protection dollar than anyone-even the gov
ernment-owned, non-profit, non taxpaying enterprises.
Your continued support of your Group means your
Group®s continued support of your
isworking!

California Leads The
Nation As User Of Work
Comp Benefit System.

The California Workers Compensation Institute re—
ports that 15% of the nation"swork injury benefits were

- Gioup

interests. Our plan

REPORT ALL CLAIMS PROMPTLY

paid to California workers, with a $1.422 billion outlay
in 1979. Nationwide the payout for job injuries to. aled
Si 19 billion, up from 22% the previous year.

Drawn from Social Security research, the study deals
with paid claims only, not incurred but unreported or
other reserves. Tracking of work injury payments by the
federal agency began in 1949. About 20% of all work
comp benefits paid in the nation are covered by federal
work injury programs.

Rand Institute Releases*

Its Report On

“The Law And Economics
Of Workers’ Compensation”.

The Rand Corporation performs independent object—
ive policy analysis and research on a vast range of sub—
jects, including the Civil Justice System. The report does
not attempt to establish a public policy position but it
does identify issues about which more should be learn—
ed. One conclusion of the report is that the dream of a
self-administering system has not been realizeu because
state agencies have not sufficiently participated in clari—
fying statutes and setti ng disputes. The clear inference
is-that litigation has become a popular pastime in the
comp business, that"s why sharper legal definitions and
statutes are never realized The report cites the fact that
17% of the cost of benefits paid go to the adjudication
process. The view of ihe Rand people is that many
workers, weary of the litigation of comp claims are
looking to other social insurance programs instead for
benefits.

The researchers point out that most of the alterna—
tives to the existing system aren"t so hot, either. For ex —
ample, Tort suits against employers. Suits against third
parties. All of which would please the legal profession
but put greater distance between the injured worker and
basic benefits when he most needs help, Linda Darling-
Hammond and Thomas Kneisene", project authors, iden—
tify areas in which answers mutt be found before true
work comp reform can be realized:

1. How do the practices of various actors within
the sybtem - administrators,
lawyers, enMovtms,

insurers, employers,
and unions - affect the sys—
tem"s outcome, te.i., who pays and is paid, how
much ispaid and how promptly)?

2. How do statutes, administrative rulings, and
judicial interpretations of the laws affect the out—
comes of the system?

3. How do the rules that govern compensation
affect the behaviour of the key actors? How do the
actors s<ek to cope with uncertainties created by
changes in the rules?

In 1982 there isa strong likelihood that another at—
tempt will be mounted to reform the California Work —
ers* Compensation System. If you would like more in—
formation atout the findings of the Rand research,
write Rand Corporation, 1700 Main Street, Santa Mon-

PAGE 3



ice. California 90406 lor information about their report

R -2?16/1 CJ.
"sear ioefore lastwhen State Senator Greene introduc-
"fc _:s bi ! that was aimed at "making all the changes

the: woo d be required for the next 20 years" the only
res,, ; was a substantial increase in benefits with no re-
"or- over the judicial process. Regarded in the Legis-"
.atore as a matter too technical, even for legislators, the
tendency ias been to relegate change to the lawyers, the
jnicns, and the government itself. What this Group
seer.s is to establish an effective advocacy in behalf of
emp.oye"S who are supposed to fund ihe benefitswhich
ni,; end should be paid to the legitimately in ured with
as ittle need for outside predators as possible. How
about it? Are you ready for mounting an effort to be
~ecrz> Support your Group, urge your peers in the
moving industry to join.

Promptness Of Payments
Semi Annual Report.

The Department of Industrial Relations released us
January to June, 1981 ranking of insurers and self insur—
ers as to tr.e promptness of first payments.

Long re-cognized as the critical point inwhich the in-
,"jred worker makes the decisior whether to approach
his injury benefit needs on an adversary basis or on a
basis of understanding and trust in the system that's
supposed to operate simply, the fourteenth day follow—
ing the injury is pretty important. If theworker doesn"t
cet h.s first disability benefit payment by the fifteenth
cay, :ne odds are lie'll get help-and that seldom in—
cludes help from a concerned employer. In 104,181 dis-
aoiliiy cases handled between January and June this
year, me average number of days from disability to first
pevrent was 19.4. The law expects the first payment
w.Il oe made within 14 days. The previous six months
recorc was an average of 18 days.

Your Group urges you to report all claims promptly.
V. thcut ycur report, nothing happens, If you really
care, cneck with your injured, off duty employee to see
if his benef.ts are corning through. If not, call your rer
pending C airns Office or your Agent of Record, u .%
c.cims bear with them a penalty loading of 10% of the
celincueni oenetit. If you don T report promptly, you
ha.-e "o complaints when your loss costs increase. [If
you cont cell us when the insurer isn"t apparemly
doing ms job, we can"t free up snarls. Don"t wait for the
doctors first report. Simply complete the claim form
srd cs: it ir,, If you are short details, say so but send
wrat eou r.sve and let us follow through. Follow the
Action Plan in your Information To Members Bookie;
If yo_ nave questions or unusual problems, let's hear
about tnerr eady on. It will save you a lot ol money.
Get ..toolved, stop being a mere spectator.

LEFT!

As re 1939 legislative products ol California pass in
re.«ev. one c* tne late items to graduate into law may be
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the harbrincjer of substantial increases in workers® com —
pensation benefits next year. Senate Bill 347 (Greene)

amends the jnemployment Insurance Code Section

2655 to read "weekly benefit amount from S30 to

S 154 to $50 to $175." That pretty well establishes the

level to which permanent partial disability benefits and

permanent total disability benefits will If this
comes to pass without any restraint or better definition

of disability conditions or judicial process and review

reform, the cost of just one benefit increase could rep—
resent as much as a22% increase in insurance rates. It is
difficult lo argue that the tiuly disabled are seriously

discidvanraged in the growing spread between actual

wages and time-loss benefits earned while unal>e to

work bev-juse of a job injury. But what worries evt one

is tlict no one can yet establish, without extensive litiga—
tion and arguments in a judicial environment that shuns

Dreceden. i rule making, just how injured someone Iis.

Doctors disagree, .awyers disagree, insurers disagree,

employers disagree, and suddenly the injured worker is
the hostage in a system 1in which everyone but him

profits from the uncertainty of itall. Your Group works

hard at minimizing the costs of claims, increasing the

prompiness of benefit payment, and att-.mpts to inform

Group Members of the reasons behind questioned con—
clusions Your average insurer is interested in moving

claims as last as possible, and 1is protected by a mini—
mum rate law that raises the ante as costs rise. Your

Group doesn"t have votes. You do. You can first vote

for a safe workplace oi you cun vote for rising costs.

You can"t vote or cause to be enacted effective reform

legislation unless you are informed and properly led.

You need the leadership of your Group, your Associa—
tion. Your equities in the system aren"t going to be

protected by anyone else.

rise.

Group Renewal For
1981 Under Way.

Your Association has filed its statement of
tent to renew the CMSA Group under the under—
writing management of the Truck Insurance Ex —
change with the Department of Insurance and the
Workers® Compensation Rating Bureau.

Renewal face sheets should be in the mail prior
to December 1, 1981, together with new manual
rates, Members should contact your Group by tele—
phone or by mail to indicate changes of address,
changes of ownership, or additional workplaces.

Also, ifMembers have changed accounting firms,
the r roup should be notified so that a new audit
authorization can be prepared for signature.

If you require new Information To Members
booklets, additional Action Plan cards, or claims
supplies, cali or write your Group Agent of Rec—

in—

ord, L E August, at (213) 986-4610, PO Box 256,
Encino, California, 91316, Your Group 1is now
beginning its fifth consecutive year of service to

the Members of CMSA.

REPORT ALL CLAIMS PROMPTLY



Alaska Nationavtl

I NS URANTCE Ccom P AN

A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor aDd Managenent Compromise substitute for CSHB 159
SECTION

One

SUBSTANCE:

Grants specific authority to file and use d deductible workers”
compensation policy.

POSITION:

Not opposed to the substance but redrafting is indicated.
ACTION:

Obtain redrafting of the language then do not oppose.
BACKGROUND:

This company has already Tiled and obtained approval for a
deductible plan; this provision is not objectionable. The provision
is more appropriately found in the Insurance Code with some language
revisions.

SUGGESTED ALTERNATIVE:
SECTION 1: AS.21.42. is amended by add g a new section to read:

"21.42.165 - An insurtr issuing a workers* compensation
insurance policy pursuant to AS 23.30.025 may contain a
provision requiring the insured to pay a portion of the benefits
due under AS.23.30. provided the provision making that
req ;irement hes. the prior approval of the Director and provided
further the policy provides that as to the employee and the
Workers*® Compensation Board the policy meets all the
requirements of 23.30.025 and 23.30.030. Filing for apporval
under this section is not a deviation under AS.21.39.070.

7001 Jewel Lake.Road <= Post Office Box 3440, Anchorage, Alaska 99510 < Telephone (907) 248-2642 = Telex (090) 25-456



Aslgska National

i n rance company

A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTIONS

Two through Eight

SUBSTANCE:

Substantially modifies the approach to providing rehabilitation
benefits.

POSITION:
Opposed. .
ACTION:

All of thesections must be removed from the bill. If the sections
are rot ""ithiravn from the bills the bDbill must be opposed.
Preventing adoption of these sections 1is considered of highest
priority.

BACKGROUND:
Rehabilitation has always been regarded as an important part of the
wrrkers ” compensation system, however, there has not ueen agreement

as to what constitutes effective and reimbursable rehabilitation
programs.

Typically, rehabil * ton is provided where it is believed
vocational retrainii®. .111 return the injured worker to the level of
gainful employment enjoyed prior to injury 7in a work setting as
closely approximating his work setting prior to injury as his new
physical condition will permit.

On the other hand, there are .se who believe that the
rehabilitation program ought to be used to reorient the Injured
worker to a life or vork style unnecessarily different from that he
enjoyed prior to injury.

7001 Jewel Lake-Boad <« Post Office Box 3440, Anchorage, Alaska 99510 + Telephone (907)248-2642 « Telex (090) 25-456



To develop appropriate cost effective and responsive rehabilitation
programs, most carriers use professional rehabilitation counselors
vho determine the need for, and probable value of rehabilitation
programs, develop plans and implement them, all at the expense of
the employer.

This legislation would usurp the primary responsibility for making
professional * determinations concerning rehabilitation from the
trained professionals operating in and funded by the private sector
and transfer that responsibility to a new, unqualified and expensive
st”te bureau at an initial cost of over one quarter of a million
dollars.

More particularly:

Section 2 removes any Limit for rehabilitation benefits paid
from the Second Injury Fund at the same time the Board 1is
granting full temporary total benefits to workers while they are
on rehabilitation.

Section 3 establishes a set of principles to guide
rehabilitation efforts. While the principles are essentially
not objectionable, they are of no value in a statute unless

other statutes in fact accomplish those objectives. It Is our
view that the other sections do not tend toward the intended
objectives.

Sections 4, 5, 6 set up the bureaucracy to implement the
intended objectives. The Director of the Division of Workers”®
Compensation testified that the initial cost to the state would
be 1350,000. It is our belief that the moredifficult to assess
bu; substantially larger cost would be in the Increased costs to
employers tc fund unnecessary, premature, redundant, ill
conceived or unwelcome rehabilitation programs designed and
mandated by state designated rehabilitation specialists.

Section 6 [23.30.041 (b)), further provides that the
Rehabilitation Bureau may impose a rehabilitation program when
ever it deems it appropriate which could be in every permanent
total disability case. The costs which could be imposed under
this and following subsections could be astronomical. They
include:

a) Extention of the rehabilitation program beyond the first

37 weeks at the direction of the rehabilitation
administrator with no defined limit.

b) Travel to and lodging at any location away from t™
employees residence for the full rehabilitation period.

c) Temporary total benefits for the full period of
rehabilitation.



Alaska National

A policy of service and protection \

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CS11B 159

SECTION

SUBSTANCE:

Adds d new subsection to give the Board specific definition ifif
permanent impairment.

POSITION:

Not opposed.

ACTION:

No action except to seek modification as indicated.
BACKGROUND:

The Board currently has no specific guidelines for determining the
degree of permanent impairment. The proposed section would give the
Board authority to establish a schedule for determining the
existence and degree of permanent impairment. We believe that the
authority to ad”pt such a schedule 1is a useful device to add
certainty to the system. We would urge however that giving the
Board carte blanche authurity to adopt a schedule without guidelines
is Inappropriate.

The Board is currently using, without specific statutory authority
to do so, the American Medical Association Guide 70 Permanent
Impairment, d document to which the American Medical Association has
devoted d great deal of time and study. We believe this is d
satisfactory, impartial, fair, easy to administer, and objective
definition of permanent 1impairment and one with which the medical
profession, which must actually render the 1impairment ratings, Iis
familiar.

We believe that the Board should be directed to use this standard.
SUGGESTED ALTERNATIVE:
We would urge the language be modified as follows:

"(J) the board shall adopt and use the American Medical

Asoclation Guide To Peimanent Impairments as the basis for
determining the existence and degree of pt-.rmanent impairments”?

7001 Jewel Lake Road + Post Office Box 3440, Anchorage, Alaska 99510 * Telephone (907) 248-2642 « Telex (090) 25-456



I Alaska National
JUJI INS RSANaC'E Ca(')l\al AnN@
A policy of service and protection
LEGISLATIVE POSITION PAPER
LEGISLATION: Labor and F."anagement Compromise substitute for CSHB 159
SECTION
Twelve

SUBSTANCE:

Requires an injured employee to grant specific authority to release
medical information to the employers, carriers and so forth.

POSITION:

Favor, but would suggest an improvement.

ACTION:

Seek an improvement in the measure, but support in any event.
BACKGROUND:

When a workers = compensation claim is filed it is necessary for the
insurance company to obtain medical information from the treating
physicians, examining physicians, or physicians who have rendered
medical care in prior cases for the injured worker.

Doctors are understandably reluctant to Ive out medical information
without having a specific release from t, a employee in order not to
violate their responsibilities of privacy.

This statute requires the employee to execute whatever authorities

are required by other physicians in order to obtain release of
medical information.

We believe that this 1is an iImportant addition to the workers”
compensation statute.

SUGGESTED IMPROVEMENT:
IT a provision were placed in the law which hau the effect pro
tanto granting the authority would eliminate the need for getting

specific written authority and protect the physicians and hospitals.

Further, the authority in the proposed language relates -0 medical
information only relative to his injury.

It is vital that we have access to medical information concerning
prior medical treatments.

70C1 Jewel Lake-Road <« Post Office Box 3440, Anchorage, Alaska 99510 <« Telephone (907) 248-2642 « Telex (090) 25-456



For example, it is relevant to any adjustment of a case for injury
to the employee to have access to medical records concerning prior
injuries or prior illness since it bears on the method of handling
the medical treatment of the existing case.

We would suggest the following language:

"Upon the filing of a claim under this Act an employee thereby
authorizes all providers of medical treatment pertaining to the
injury or rendered prior to the date of injury to release
information to the employer. If requested by the employer, the
employee shall execute all releases to facilitate access- to that
information."



naskaNations!

A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTIONS

15 & 32

SUBSTANCE:

These two sections of the bill change the degree to which the
presence of alcoholism or drugs can defeat the injured employees
rights to compensation.

POSITION:
Support.
ACTION:

No action.
BACKGROUND:

These two sections read together change the burden of proof for the
employer with respect to alcoholism from the requirement that they
demonstrate liquor solely caused the accident to liquor proximately
caused the accident, and adds a similar provision with respect to
drugs.

We have some cases in which alcoholism was definitely present and a
contributing factor to the accident, however, it is clearly the case
that no single factor could ever be argued as the sole factor in a
accident.

If we could demonstrate that although it wasn"t the sole factor it
was the proximate cause of the accident it would be useful in
defeating some alcoholism and drug related claims.
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A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION; Labor and Management Compromise substitute for CSHB 159

SECTION

Seventeen

SUBSTANCE:

Same as Section 11 of CSHB 159 (Sofo) January 25, 1982.

ADDITIONAL COMMENT:

We would point out that if the Legislature

is concerned about those

carriers which will offset for over payment or advance payments by
making no payments at all, we would not be adverse to a provision

which reads as follows:

"(.J) if an employer has made advance payments or over payments

of compensation, he Is entitled to be reimbursed,

out of any

unpaid installment or installments of compensation due up to an
each of the subss».quent
payments. IT the employer seeks to offset by more thai fifty
percent of subsequent payments such additional offsets

amount equal to fifty percent of

the prior approval of the Board.”

7001 Jewel Lake Road + Post Office Box 3440, Anchorage, Alaska99510 -
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A policy of service and prcteclion

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTION

Eighteen

SU3STANCE:

Authorizes lump sum payments.

POSITION:

Support.

ACTION:

Support.

BACKGROUND:

This 1is similar to Section 12 of CSHB 159, January 25 (Sofo), with
this material change; the legislature has added the words "and the

parcies agree". This means that if the parties agree the Board may
authorize the 1lump sum payment but it cannot do so without the
parties concurrence. This was my principle concern with the

drafting in the other bill.
IMPORTANT DRAFTING NOTE:

In Section 25 of the proposed legislation there 1is substantial
modification to AS 23.30.190. They neglected to remove the last
phrase of subsection (20). In view of the adoption of this section
In the bill the last phrase in subsection (20) 1is unnecessary and
should be removed.

7001 Jewel Lake Fcad ° Post Office Box 3440, Anchorage, Alaska 99510 + Tetep tone (907) 248-2642 « Telex (090) 25-456



A policy of serviiand protection ]

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTION

19, 23, 24, 26, 27, 28 & 29

SUBSTANCE:

Makes changes to reflect a change basis for calculating benefits
from 66 2/3Z of gross wages to 80Z of spendable wages*

POSITION;
Support.
ACTION:
Support.

BACKGROUk J:

Changing compensation from 66 2/3Z of a workers gross wages to 80Z
of his spendable wages will probably have salutory effect on the
belefit levels particularly with respect to higher wage earners.

The exact magnitude of the savings to be effected by such a change

cannot now be determined but it is believed that there will be a
reduction in benefits as a result.

7001 Jewel LakeJ™oad <« Post Office Box 3440, Anchorage, Alaska 99510 e+« Telephone (907) 248-2642 + Telex (090) 25-456
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 26, 1982

SUBJECT: Worker®s compensation
(CSHB 159 (L&C))

TO: Representative Terry Martin
Chairman, House Labor and
Commerce Committee

FROM: Billy G. Berrier Al&1
Director
Division of Legal Services

Paragraph (e) on page 4, lines 17 to 20 of the bill provides:

(e) The employer and employee may agree on a vocat *r.nal
rehabilitation plan. If the employer and employee fail
to agree on a vocational rehabilitation plan, a plan

may be filed for approval with the rehabilitation
administrator.

The second sentence is in the passive form and does not
indicate who can file a plan. This leaves an ambiguity.

I have left the paragraph as i1t is since | understand final,
determination of who can file a plan has not been made.
When that determination has been made the paragraph should
be corrected to reflect the decision of the committee.
BGB:1jb

Enclosure



THE LEGISLATURE OF THE STATE OF ALASKA
T.WELFTH LEGISLATURE

mE|SGAL-"OTE.

I.  REQUEST
Bill/Resolution No.CS for House Bill No. 159

Title "~n ~ct relauing to workers’ compensation, ano orovicnng ror an errective
Requested bv*-aDor ano lommerce Committee pata 2/ 16/62

Il. FISCAL DETAIL
Agency Affected Labor

Program Category Affected Worker Protection

BRU, Program, or Subprogram(s) Affected 'Workers' Connnns.it. ion

(Note: If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 32 FY 33 FY 34 FY 35 FYS6 FYO7
100 PERSONAL SERVICES 181.3 173.0 195.3 3154 ?36.9
200 TRAVEL 70.0 22.0 74.7 26,6 79.3
300 CONTRACTUAL 172.3 71.3 78.4 36.? 94.9
400 COMMODITIES 3. A 3.7 4.1 4.5 4.9
,500 EQUIPMENT 10.4 0 0 0 0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL
0 317.9 275.0 302.5 332.7 366.0
FUNDING  (Thousands of Dollars)
GENERAL EFUND 1 0 317.9 275.0 302.5 1 332.7 366.0
FEDERA1 FUNDS
OTHER fSoecifv Fund Source)
POSITIONS
FULL TIME 0 4 4 4 4 4
PART TIME
TEMPORARY

1. ANALYSIS (See Fiscal Note Preparation instructions, Section Il1)

It is the intent of the Legislature that an injured worker receive rehabilitation
services which enhance returning to work as quickly as possible at earnings as
close as possible to the worker®s gross earnings at the time of the injury. The
implementation of a delivery system to provide timely and adequate rehabilitation
services 1is fundamental 1in meeting this objective.

1. Assumes an inflation rate of 10% per annum after FY "83.
2. Assumes an effective date of July 1, 1982.
3. The total cost for FY*83 forthe four new positions 1is detaild on attached

fonns 13.In addition the following items are included in tf; FY "83 costs.
(Continued page 2)

- '"fcd ""Zty
IV. DATE Febri® ry 19, 1982 prepaRFD BY ~ico Bus
AGENCY Labor
Original: Legislative Finance PHONE 9bb-2/2t)

cc: Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81)



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE (Continued)

TITLE: An Act relating to workers®™ compensation, and providing for an effective

Agency Affected:
Page 2

Department of Labor

1. Analysis

A Workers®™ Compensation Officer 1 reclassification to a Workers®™ Compensation

Officer Il with related travel and contractual

100 Personal Services
2J0 Travel
300 Auto, Lease, Indirect, etc.

services.

Cost $16.6

$

&+
-
o o> U1 Ul
oFoou

The data processing operations cost will increase by $14.0 because of enhancements
for a tickler system, running two systems parallel and the files expansion to retain

the addresses of all claimants.

The printing of 10,000 Workers®™ Compensation Ac"s and 25,000 Employee Information

booklets. $35.0

The design and printing of new fonns. $2.5

Computer program modifications to implement the changes introduced by the bill.

$20.0

Equipment expense for computer terminals, panelling, cabinets, and files. $6.0

Inc 1tided one-time items in FY 183
Equi prnent
Booklets and Acts

Design and printing of new forms
Computer programs

FY*8: Component Breakdown:

Workers' Compensation Administration

PS
Travel
Contract* $47.0
Commodities
Equipment
TOTAL $47.0

*$10,000 Workers Compensation Acts; $25,000

Information Booklet;

$10.4
35.0
2.5
20._0
T67.9

Second Injury Fund

$161.8
30.0
75.3

3.4

104
'$270.9

$12,000 Data Processing



DM-1 1

POSITION TITLE 1RANGE/STEP  BARG. UNIT. LOCATION AI'PFIOV.  DI3APP. |
1 Rehabilitation Administrator 10ef oA
TYPE or POSITION STAFF MONTHS, RP No. PCN No. PRIORITY FORM 12 PAGE/LINE -
2 PH- 12 J N/A ‘New Position - N/A . "ol
| 3 type OF EXPENDITURE AMOUNT JUSTIFICATION:
1 1 2 3 It is the intenc of the Legislature that an injured
PERSONAL SERVICES: worker receive rehabilitation services which enhance
. SALARY 3714 X 12 44,568 | returning to work as quickly as possible at earnings as
5 BENEFITS .1592 7,095 close as possible to the worker®s gross earnings at the
G SBS .0613 2,188 time of the injury. The implementation of a delivery
7 FIXED BENEFITS 183 x 12 2,196 g system tG provide timely arid adequate rehabilitation
8 TOTAL PERSONAL SERVICES 01 56,047 1 services is fundamental in meeting this objective.
9 TRAVEL 02 10,000
10 CONTRACTUAL 0J 15,607 The rehabilitation administrator 1is necessary to devel op
1 COMMODITIES % / 850 and implement a workers " compensation rehabilitation pro-
12 EQUIPMENT on / 1.600 gram designed to administer and monitor the rehabilitation
13  OTHER &benefits of industrially injured workers covered by the
14 TOTAL COST .. .N,104 Alaska Workers"™ Compensation Act.
Extensive travel within the igaggo is necessary to provide
assistance to approximately \ employers in develop
RECEIPT CODE FUNDING SOURCE ing programs for re-employment of injured workers and
15 FED RCPTS. i | coordinating counselor services with workers, insurers/
16 GF MATCH. (IOt / I employers, labor unions , and rehabilitation providers.
7 100 GEN. FUND 100-1 > 84.104 I
10 [-A RCPTS. .|b0'» 9. Travel $10,000 (20 trips @ $500 per trip)
19 PGM RCPTS 1028 / : 10. Contractual : Space $3,100 (to be transferred to DOA)
20 OTHER < Auto Lease & Operating Costs $5,600
2L CcO. riNUATION 1 w, Indirect (11.46% x 44,568 = $5,107)
22 ADPITQN X ..lvwFOn m ? w V= Other costs which include communica-
oiijm,, equipment rental, etc., m,-.-,,.
11. Commodities: Cost per position
12. Equipment: desk, desk ciiair, side chairs, bookcase
file - $1,600
agency Labor PROGRAM  Worker Proret.i-in.
BRU Workers®™ Comoensation
%@ REQUEST FOR NEW compoNenT  Second  Injury Fi'rid
! POSITION* R REVISED
a0 o DATE

01 1130 p/B1]



POSITION TITLE

Workers Compensation Officer 11
TYPE OF POSITION STAFF MONTHS, RP No.

FFT J 12 N/A
3 TYPE OF EXPENDITURE
1 2
PERSONAL SERVICES.
4  saLary 3249 x 12 33.933
5 OENEFITs .1592 6.207
G SBS .0613 2.133
7 FIXED BENEFITS 133 x 12 2.196
8 TOTAL PERSONAL SERVICES 01
g TRAVEL 02
10 conTrRACTUAL Oi
I commopiTies m
12 EQUIPMENT ar.
13 OTHER
14 TOTAL COST
................ i
RECEIPT CODE FUNDING SOURCE
15 rep repTs.  1QP
10 GF MATCH. Nil).)
17 100 GEN. FUND  UHLI
in I-A RCPTS. .19f,5
19 PGM RCPTS 10211
2 OTHER
2 continuaTion |
22 ApgmoN. X J m u
AGENCY Labor

REQUEST FOR NEW
POSITION*

1

L 13)(ra)

—— — T

N

DM-14

AMOUNT JUSTIFICATION
3 f It is the intent of the Legislature thac an injured
worker receive rehabilitation services which enhance
returning to work as quickly as possible at earnings as
close as possible to the worker®s gross earnings at the
time of the iniury. The implementation of a delivery
system t : provide timely arid adequate rehabilitation
49 _579 services is fundamental 1ir meeting this ohiective.
5.000
14.963 The workers®™ compensat ion officer is necessary to CO-
350 1 ordinate with workers, employers, insurers and rehabila-
1.395 tion providers to expedite the retraining and re-
0 ; employment of injured workers. Travel within the
71.79? Fairbanks and Northern reqions will be necessary to
| coordinate this effort.
9. Travel - $5,000 (10 trips O $500 per trip)
i 10. Contractual: Space $3,100 (to be transferred to DOA)
Auto Lease, Maintenance Agreement
71,792 X Operatini] Costs $5, 6011
Indirect Costs (11.46% x 33.933 -
$4 ,463)
1 Othor costs which inclu(le cnmunirnca-
\ tioris. equipment rent.)l, etc. $1,300
use ms t
11. Coimo'li ti0T  Cost per position
12 Equipment: Desk, desk chair, side chair, file, work—
table, bookcase $1,305
program  Worker Protection

brU Workersl Compensation

COMPONENT

Second

Pogo.. of

FY 83

Injury Fund

4 REVISED
DATE

RANGE/STEP OARG. UNIT. LOCATION - APrnov.  UiflAP. j
13A P J3A v, V-

PCN No. PRIORITY FORM 2 PAGEI/LINE -

"New Position M/A Lr.a.

o
1



POSITION TITLE

1 Clerk Typist 1l

TYPE or POSITION STAFF MONTHS RP No.
2 PFT 12 N/A
3 TYPE OF EXPENDITURE

1 2

PERSONAL SERVICES:
4 SALARY 1530 Xx 12 18,360
5 BENEFITS .1592 2,923
6 SBS 0613 1,125
7  FIXED BENEFITS 183 X 12 2,196
8 TOTAL PEP*"  SERVICES 01
8 TRAVEL 02
10 CONTRACTUAL 0J
I coMMODITIES
17 EQUIPMENT a,
3 OTHER
1 TOTAL COST

RECEIPT COLE FUNDING SOURCE
15 FED RCPTS. I' )2
10 GF MATCH. ">«
17 100 GEN. FUND 1001
in [-A RCPTS. 19n:>
10 PGM RCPTS 10.H
2 OTHER
AGENCY Labor

13

o mu Uai)

ttEQUEST FOP. I\.£W

POSITION

PCN No.
"New PDsition

AMOUNT
3

24,604
7,004
850
700

33.158

33.158

program

DRU
COMPONENT

DM-1B

1RANGE/STLP BARG. UNIT. LOCATION AI'PROV. DIBAPP. 1
i 83 o811 AWA GOV. fSi:z* 1
PRIORITY FORM 12 PAGE/LINE | Wjs-
N/A LEG.

JUSTIFICATION:

1
C

1
f

i The Clerk

It

is the i m

of

the Legislature that an injured

worker receive rehabiitation services which enhance
returning to work as quickly as possible at earnings as
close as possible to the worker®s gross earnic”s at the

time of the injury.

The implementation of a Delivery

system to provide timely and adequate rehabilitation

services

to

is fu

the Workers*®
Second

ndamental

position will

in meeting this objective.

provide clerical assistance

Compensation Officer in the Juneau
Injury Fund office and will

be responsible for

providing and coordinating distribution of information
from the claim files to the other regions,

10. Contractual Space $3,100 (to he transferred to DOA)
Indirect (11.46% x 18,360 = $2,104)
Other costs which include commonica—
tions, equipment rental, etc. $1,800

11. Commodities : Cost per position

12. Equipment: Desk, desk chair $700

Worker Protection
Workers® Compensation
Second Injury fund G3
3 REVISED
Pnfjo_ oL DATE



PO. ITIGN TITLE 1RANGE/STEP  BAIIG. UNIT.  LOCATION gavl_,_Z\B'rZkoJ.Hrbi’BZ\Fﬁ'

1 Clerk I J 98 GPU ERA

TYPE or POSITION STAFF MONTHS, RP No. PCN No. PRIORITY FORM 12 PAGE/LINE
2 prt L)1 J N/A New Position y Njj. mm  mmzike "

|
3 TYPE wr EXPENDITURE AMOUNT | JUSTIFICATION:
1 2 3 It is the intent of the Legislature that an injured

PERSONALSERV!ICCP- worker receive rehabilitation services which enhance
4 SALARY 1627 X 12 19,524 retornim to work as quickly as possible at earnings as
5 BENEHATS <592 3,108 close as possible to the worker®s gross earnings at the
G SES .0613 1,197 time of the injury. The implementation of a delivery
7 FIXED BENEFITS 183 x 12 2,196 system to provide timely and adequate rehabilitation
8 TOTAL PERSONAL SERVICES 0L ( 26,025 services 1is fundamental in meeting tin's objective.
o TRAVEL 02 / 0
10 CONTRACTUAL 03 / 7,137 The Clerk IV position will provide clerical assistance
I COMMODITIES 04 / 850 | to the Rehabilitation Administrator and Workers®™ Compen-
12 EQUIPMENT a» i 700 sation Officer and will be responsible for maintaining
13 OTHtR follow-up on all rehabilitation files.
14 TOTAL COST 34.712

10. Contractual: Space $3,100 (to be transferred to 00/\)
Indirect (11.46% x $19,524 = $2,237)
Other costs which include communica—

RECEIPT CODE FUNDING SOURCE tions, equipment rental, etc. $1,500
15 FED RCPT5.  11)0? j
16 GF MATCH. 10D."l 11. Commodities: Cost per position
17 100 GEN. FUND 1011 = J 34,712
in [-A RCPTS. 1000 T 12. Equipment: Oesk and desk chair $700
m PGM RCPTS HIU
2 OTHER
2. CONTINUATION
22 JVpDITIQN e X ()5EMNi;W3feS»
AGENCY Labor program Worker Protection
nny  Worke rs1 Compensation
: FY 82
POSITION* REVISED

Pdla. -0 |_ DATE

1Kl (7/1)1)



Bv JERRY GEISEL

RICHMOND, Va.—A federal ap-
peals court rul.ig mandating equi-
table pregnancy benefits for
spouses could boost thousands of
employers' health insurance costs.

In a cast with national signifi-
cance, the U.S. Fourth Circuit
Court of Appeals said Newport
News Shipbuilding violated the

Prcgnar.'y Discrimination Act
by refusing to provide eouital. ¢
pregnancy benefits to w ves of
male employees in its group health
insurance plan.

The appellate court decision Is a
victory for the Equal Employment
Opportunity Commission, it had
appealed a lower court decision

lhat said th* Pregnancy Discrimi-
nation Act early requires employers
to offer equal pregnancy benefits to
employees—and not to employee.,

spouses, too (/?/, Feb. 23, 1981).

The EEOC says if an employer's
health insurance plan covers the
medical expenses of female em-
ployees' spouses, it must equally
cover maternity expenses of male
employees’spouses.

The appellate court decision up-
holding that guideline—and the

A*

Dlii»trclism Amy Paiturr

NYIE expects to gain
new authority this week

NEW YORK—New York lawmakers are
expected this week to approve legislation

that would allow the New York

Insurance

Exchange to directly underwrite risks lo-
cated outside the state as a surplus lines
market.The New York Assembly was to
vote Monday on the measure; a Senate vote

firs' appellate level rul.ng on the
Pregnancy Discrimination Act—is
a cr rtly blow to employers, like
Newport News Shipbuilding, that
said EEOC had no legal authority
to require equitable pregnancy cov-
erage for male employees' wives.
Newport News Shipbuilding,
which has asked the appellate court
4 reconsider its decision, says
equalizing pregnancy benefits for
male employees' w'-'cs will hike
the company's hctnih insurance
costs about $700,000 a year, said Rob
Ponton, manager ol equal employ-
ment opportunity for Newport
News which has 23,000 employees
Nationwide, the cost of equaliz-
ing spouses' pregnancy benefits
could run into the tens of millions

Continued on next jj(iye

of dollars for the thousands of em -
ployers who do not provide equal
pregnancy benefits in thcii depen-
dent health insurance plans.

"We ;.re talking about massive
amounts of money," *aid Steve
Boknt, senior labor counsel for the
National Chamber Litigation Cen-
ter in Washington, D.C.

Employers' d- potent health in-
surance premie. could rise 3% to
14% if they were forced to provide
equitable pregnancy benefits for
spouses of male employees, accord-
i--g to insurance company ac-
tv...ries Firms with predominantly
male workforces would face the
greatest increases.

However, employers who r.

Continued on pay? ill



Court orters
ecLael berefits

farpregraxcy

Continued from pt'ge 1

quire their empK yets to pay some
or all of tf e :ost of dependent
health care coverage would be
shielded from much of this cost.

Although the appellate court de-
cision only applies in Maryland,
North Carolina, South Carolina,
Virginia and West Virginia where
the 4th Circuit Court has juri-dic-
tion, it could be cited as a precedent
in other stales where the EEOC is
suing employers for iailing to pro-
vide equitable pregnancy benefits.

For example, EEOC is suing
Emerson Electric Co. because the
St. Louis, Mo.,-baited electronics
giant's group health insurance plan
provides greater benefits to hus-
bands of female employees than to
wives of male employees IHI, Sept
7, 1981)

And with the appellate court vie
to*v undct its be,t. the EEOC will
continue to sue companies that
won't heed its guide) nes on preg-
nancy benefits for -ponses, accord-
ing to Michael Connolly, EEOC
general to.'trail.

The EEOC maintains that ne
Civil Rights Act of 1964 makes t
clear that there must he equality o'
benefits for spouses in gtoup health
insurance plans. The Pregnancy
Discrimination Act amends the
Civil Rights Act

"If an employer makes available
to female employees insurance that
covers the cost of all the medical
‘sonditions of their spouses, hut pro-
vides male employees with insur-
ance coverage for only some of the
medical conditions (i.e., all hut
pregnancy-related) of their
spouses, male employees are re-
ceiving a less favorable fringe
package," the EEOC says

The Newport News Shipbuilding
case, which benefit managers
around the country were watching
closely, involved a 1980 suit filed
by the firm challenging tile preg-
nancy benefit guideline issued by
the EEOC.

In its largest group insurance
plan covering hourly e mployees,
Newport News Shipbui Vug pays
all reasonable and cus' mary ex-
penses for spouses of .male em-
ployees, but it place' . $500 cap on
their pregnancy hospitalization
benefits for spouses of male em-
ployees.

In the February 1981 ruling,
federal Judge Calvitt Clarke Jr.
agreed with Newport News Ship-
building's argument that the Preg-
nancy Discrimination Act only ap-
plied to employees and not to
spouses.

“The clear legislative intent be-
hind the Pregnancy Discrimination
Act was to ensure that working
women are protected against all
forms of employment discrimina-
tion bused on sex," Judge Clarke
wrote.

But the appellate court disagreed
with this decision. It argues that the
Pregnancy Discrimination Act also
applies to spouses' pregnancy bene-
fits because those benefits are em-
ployment related.

"When an employer consi.icrs
extension of medical benefi s to
spouses of employees, it does so
with an 'employment-related pur-
pose'just as it does when it consid-
ers the extension of such benefits to
employees,” the appellate court
said. "Benefits would never he ex-
tended to spouses if the extension
did not serve an employment-re-
lated purpose.”

The appellate court decision
"will go a long away to ensuring
that employees, both male and fe-
male, are compensated equally
without regard to distinctions based
on pregnancy,"said Mr. Connolly, a



Workers' compensatlon can pay offbig- ™

secretary unhinged by the
discovery of her boss'
dead body was awarded
workers' compensation
benefits. So was the wid-

neral expenses”);or. on the other hand.
about the dreadful ways policyholders
cheat their insurance carriers (an ex-
treme being the man who blew up an
airlinertocol lecton his mother’s flight
insurance). But here and there in the
contentious, inefficient, half-trillion-
dollar world o f insurance, one finds a
relatively bright spot. Warkers' com-
pensation insurance, although not with-

ow of ajudge whose death waathiddevtg is one such spot. Most ofus

have been related to the enormous size
of his case backlog. So. loo. a found-
ry worker who hurt his arm banging a
recalcitrant vending machine during
his coffee break, and an attorney who
injured his back stretching across his
desk to pick up a pen. (The injury laid
him up for 90 days.)

Eighty-eight percent of all salaried
and wage-earning Americans in 1981
were covered by workers' compensa-
tion insurance against job-related in-
juries and illnesses. And the defini-
(ionof"job-rclaied"gmwscvtrbrv>adcr.

A 37-year-old employee ofan Amer-
ican auto parts manufacturer, on as-
signment in Birmingham. England,
collapsed and died in March 1979 fol-
lowing sexual intercourse with a fe-
male co-worker. It wasdetermined thut
vapors from a space heater in her flat
had been die cause. Even though their
meeting had been held after normal
working hours and occurred off com-
pany premises, a Michigan adminis-
trative hw judge ruled that the mun's
family was eligible lor workers' com-
pensation benefits. ("The deceased's
work assignment in England exposed
hirn to situations and hazards that were
different in nature and degree from
those in Michigan." wrote the judge.)

One could write at length about the
dreadful ways insurance companies will
occasionally abuse their patrons (one
large insurer until recently denied that
the cost of a cemetery plot, a clergy-
man or flowers were allowable "fu-

Andrew Tobias is ilie author of "The
Invisible Hankers: hxvrything the In-
surance Industry Nexer Wantéd You To
« v " 10 hepublished later this month,
from which this article is adaBted
Copyrightc 1912 by Andrew Tobias.
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have it—we are covered, automatical-
ly. by our employers— but few of us
think about it. In short, you may be
better insured than you think.

Each state has its own rules, but in
most, disabled workers receive two-
thirds of (heir pre-disability wage, up
to certain limits— tax-free (sec Table
A). In all but a few states, the same
weekly benefits arc paid during peri-
ods of IeEMPOrary total disability, as

Qand in some strange Situations

URHldden Beneﬁts

byAndrew Tobias

well as to the spouse and children of
workers killed on the job. Table B
shows some ofthe lump sum payments
made in addition t0 weekly benefits.
If a safety inspector in Pittsburgh
tails into a blast furnace or a Philadel-
phia bank executive is murdered by an
irate loan applicant, his or her spouse
will collect S13,624 a year in workers'
comp benefits, tax-free, for life (or
until remarriage). That is. unless (he
deceased happened to be an employee
of the federal government (afederal
safety inspector or an executive of the
Philadelphia Federal Reserve Bank),
in which case the spouse would col-
lect S37.596 a year. Federal employ-
ees. in whatever state they arc employed.
have their own special schedule of
weekly and lump sum benefits.
Anormal Nebraskan thumb is worth
S$10.800. If it hangs from the hand of

TABLE A: YOUR MAXIMUM WEEKLY BENEFITS

suit 190 181 Increase
A S50 $148 19%
aska B B BF
Am 5 %
Ak H 1 150
Ca. 1h 3%
(Colo 25 K1)
Conn Yoo} 2%
Od H 15 133%
DC. N 45 H1%
Ha % % Do
Ga . 5) 120%
Hanai JC T3] %A)
daho 8 19 o
Il 1 36 4%
nd. 5 1 149%
ona 5 3 %/0
Kan % 10 00
R/ %5 233 316%
a, H B 2330
I J&] %’ZZ A%

d & 8 19%%
ass ]& 25 2
Ich % D
Inn 0 24P
[ i) RB 143%
% ") 1%

lont 219 205%

Salt 190 1Bl Itcrease
Neb. S5 S8 2%
Nev, 6 2 2%
NH o/ 23 218%
NJ q 1D 119
NM 8 2 0o
NY 0 25 Do
NC. 5 20 %
NO 5 23 21%
Ohio % 725 A%
Okla. 43 % 2200
9; z o

0
Rl % 27 210%
§.C 0 26 3%
D H «a 2%
Tenn 47 tie 15%
Tex 9 13 1%
Utah 4 A %
W al ZZ.% 200%
\B 2 2%
wash. g b 15%4
W \a 6 X %
Wis N 2 2190
Wro d R B%
Eedelral 4 73 103%
mployees 0
US.pC%sl 0l living Change 1B%

linnrutnmt by //««ey/ // \milh
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a Nebraskan on the federal payroll,
it's S54.209. Similarly, the loss of a
foot brings S 16,870 to a Californian,
but S148.170 to a Californian on the
federal payroll.

Prior to the enactment of workers'
(formerly workmen's) compensation
laws, beginning in 1911. an injured
worker had to prove negligence on the
part of his or her employer in order to
recoup medical expenses and lost wages,
let alone collect damages. The em-
ployer. on the other hand— presumably
betterequipped towage and wait nut a
protracted legal struggle—had only
to prove that the employee's injury
was his own fault (“We never asked
Charlie to stick his hand in the ma-
chine") or the fault ofa fellow worker
("Caspar shouldn't have turner’ the
thing on while Charlie was looking
around inside it") or even merely ihat
the worker had taken the job knowing
itcould result in his injury ("Whoever
said coal mining was safe?"). Itwas a
miserable system, not unlike the auto
insurance system we still have.

Under the new laws (rather like what
no-fault auto insurance ought to be
but isn't), workers gave up their right
to sue employers for damages in re-
turn for a guarantee of swift and cer-
tain benefit payments, regardless of
fault. Benefit levels have naturally ris-
en many limes since 1911 and contin-
ue to rise with irritation, Today, cov-
erage is mandatory everywhere but
South Carolina. New Jei sey and Tex-
as, with very limitcdexccf lions. Claims
—millionsofthem—rang rfrom things
like paper cuts and ankles sprained in
company softball games to mangled
limbs and worse. There were LI,(XX)
on-the-job fatalities in 19KO.

Workers' compensation insurance
cost employers some 345 billion in
1981, and, like any other cost of busi-
ness, it was passed on to consumer.:
about $3(X) per household. In Florida
not long ago. it accounted for S2000
of the costofbuilding a S55 .(x) house,

continued
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& Other Electrical Failures!

SOUD-STATE “AUTO COMPUTER"ANALYZES YOUR CAR'S
ENTIRE ELECTRICAL SYSTEM IN JUST SECONDS!I

Computerized Electronrg Brain
With_Instant L.ED. Readout

BATTERY
ALTERNATOR
REGULATOR
CARBURETOR
IGNITION

*HELPS PREVENT
WASTED GAS!
See Details

aelow eissing

Our L%
only

stmt day Don J Will install this In everv car and probably chirga, an EXtra
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here. J g t IS %ecr]onr rain” into your vehic scrg rette
Irﬂhter na Insﬁantsg ) t LED. Readou}a tothe ?on ition 01 your
etrreeectrrca ar rnc 9 tteg requlator, er ator plus | porta In-
ormation regarding your carbu etora q rg ftion ... all tro nsr oyﬁour car.
'HELPS PREVENTWASTED OASI er e SCUt own Waste
when you fry starling vil*' a weak batterg % ignition or |mpro r timing.
These problems meart dillicult starting and gas asrng Hooded carburetors.
ost aut dea dre#arr rﬁho 5 have expensrve dmputerized a[ral 7ers and
arﬁe esa tro our ow rice of ong 195 you
can nave eyorrrow emprrberrze ana zer t Instant readouts. Lets yorr spot
the sc.’ otentlal problems efor the %penl Assre’ %ou Instantly that
repalr %rs rteg) cement Is really necessa % S \oU towin

aI'HES zrrreg

or cabl r% 0 mg around under Hooa. Co U'[? a%a \ance
Lnte ra CIfCUIé echanical parts to require service. Zfb never
ave to depen on unretiaoie or S ange mechanics again. Store In glove com-

B%rtment For all 12/ systems on cars, vans, campers or trucks

't dela order today - save m%r;e[y ? ras Ior f%m w¥ arﬁ Irlends.
akos a ret gift. So certdin are we that'you' ease h the "Auto-
Computer t?t Wwe sell Fach one with aone earnw B% rantoe You

must he completely satistied or you may return it anyl da sforan
Imme late re?ung %r purc?rase Egrrce zss postage and andrng y

it Her oo s e Lo

ZWI American. Automotive Technolo Dent
By DF Vain qr:yrﬁé)dr\rrrrﬁza

Please send me amazi n Ius
ol e 0 T ‘%m“%éraﬁﬁl“rf gea}é%f&dp?)&%”éa rrt ) “3

SPECIALSAVINGS Order 2 for $1896 plus st % portage and” handling (save

Enclosed is myZ check or CImoney order % r D'
Ne&rO\S(%gksRes en?sepclogse aad aEeérg deatetor oo 10COD's
CHARGET. CVISA Z BP DATE  /
CARD# I
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ADDRESS |
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m m UKffm/continued cording to his boss, his injury had
been sustained when he deliberately

5 cents of every dollar's worth of gar- dove out ofa moving car.
bage collection and $1.75 of every Florida’sown formerinsurancecom-
$25 bag of groceries! missioner—laterconvicted ofextortion
What made the system so expen- and mail fraud—collected overS19,000
sive? One worker hurt his hand so fora heart attack, arthritis, ulcers and
badly in a Disney World tram acci- depression. The heart attack occurred
dent. he maintained, that he could no in his rush to catch a flight to Las
longerdriveabus. He received $3810 Vegas to attend a convention.
for his disability. Yet he reportedly Florida's system Ins been tightened
mana ?ed to play pinball right afterthe considerably in the k-stcouple ofyears,
trageiy, then to drive back to West but it typifies the sort of a' uses to
Palm Leach Another worker filed a which any insurance scheme is liable.
workers comp claim the day he was Which is one of the reason*, insurance
told the CETA program under which  in America is as unfair and inefficient
he was employed would expire. Ac- as it is—but that’s another story. JH

TABLE B: LUMP SUM BENEFITS FOR SELECTED DISABILITIES

Am it
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A policy of serv ce and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTION

19, 23, 24, 26, 27, 28 & 29

SUBSTANCE:

Makes changes to reflect a change basis for calculating benefits
from 66 2/3% of gross wages to 80% of spendable wages.

POSITION:
Support.
ACTION:
Support.

BACKGROUND:

Changing compensation from 66 2/3% of a workers gross wages to 80%
of his spendable wages will probably have salutory effect on the
benefit levels particularly with respect to higher wage earners.

The exact magnitude of the savings to be effected by such a change

cannot now be determined but it is believed that there will be a
reduction in benefits as a result.

7001 Jewel Lake Road <« Post Office Box 3440, Anchorage, Alaska 99510 <« Telephone (907) 248-2642 « Telex (090) 25-456



A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTION

Eighteen

SUBSTANCE:

Authorizes lump sum payments.

POSITION:

Support.

ACTION:

Support.

BACKGROUND:

This is similar to Section 12 of CSHB 159, January 25 (Sofo), with
this material ciange; the legislature has added the words "and the

parties agree”. This means that if the parties agree the Board may
authorize the Ilump sum payment but it cannot do so without the
parties concurrence. This was my principle concern with the

drafting in the other Dbill.
IMPORTANT DRAFTING NOTE:

In Section 25 of the proposed legislation there 1is substantial
modification to AS 23.30.190. They neglected to remove the last
(gphrase of subsection T7PTT) In view of the adoption of this section

ih the Dili the last phrase in subsection (20) is unnecessary and
should be removed.

7001 Jewel Lake Road < Post Office Box 3440, Anchorage, Alaska 99510 <« Telephone (907) 248-2642 « Telex (090) 25-456



1fiPplaskaNatiens

A policy of service and protection

LEGISLATIVE POSITION PAPER

LEGISLATION: Labor and Management Compromise substitute for CSHB 159
SECTION

Seventeen

SUBSTANCE:

Same as Section 11 of CSHB 159 (Sofo) January 25, 1982.

ADDITIONAL COMMENT:

We would point out that if the Legislature is concerned about those
carriers which will offset for over payment or advance payments by
making no payments at all, we would not be adverse to a provision
which reads as follows:

"(J) if an employer has made advance payments or over payments
of compensation, he 1Is entitled to be reimbursed, out of any
unpaid installment or installments of compensation due up to an
amount equal to fifty percent of each of the subsequent
payments. IT the employer seeks to offset by more than fifty
percent of subsequent payments such additional offsets require
the prior approval of the Board."

7001 Jewel Lake Road <« Post Office Box 3440, Anchorage, Alaska 99510 + Telephone (907)248-2642 « Telex (090) 25-456



A oohcv ot service and protection

March 17, 1982

Honorable Terry Martin
House of Representatives
Pouch

Juneau, Alaska 99811

Dear Terry:

Tor the past two weeks, I have been working delingently with
representatives of the Labor and Management Coalition to work out
language which meets the concerns which we all have for curing the
problems inrehabilitation but doing so in the context of the
existing mechanisms for case management.

As you know Terry, lam very strongly opposedto setting up a new
function or  staff inthe bureaucracy to do that which 1is, by and
large being properly handled and, which with some changes in the
law, can work well, 1in tho private sector.

Ait of last night (3/16/82) we have cooc close to concurrance In
principle on the items which heretofore have divided us.

I have, at the request of the Lnb"-r and Management Coalition drafted
language to make HB 159 acceptable to me and still meet oil of the
objectives! ot tho Labor and Management Coalition. They have not bhad
time ro review this laalL draft (RLB 3/17/82).

Briefly, these changes:
1) Impose a statutory requirement for arehabilitation evaluation
within 90 days of Injury or, if not appropriate, a preliminary

evnluntlon.

2) Define those entitled to rehabilitation exactly as in the Labor
and Management Coalition* version.

31 Set standards for qualifying a rehabilitation program.

i) Inpose a mechanism for quickly resolving disagreements
concerning rehohi IJratlon.

5) Provide for no new functions orpositions in Division of
Workers ~Compensation. Thus, there Is genuinely no fiscal impact
on the General Fund or the Second Injury Fund.

7001 Jewel Lake Road <« Post Ollice Box 3440. Anchorage, Alaska 99510 <« Telephone (907) 248 2642 + Telex (090) 25 456



Page 2

6) Cleans up a nuober 0f concerns which do not deal with
rehabilitation shared by all of us. All proposed changes not
dealing with rehabilitation have been agreed to by labor,
management and the insurers.

One final point.

I have been led to believe that Jackie McKlintock has expressed
concern that she does not now have the staff to carry the current
work load, any future obligations placed on the Board. I would make
the following observations:

1) The recommended changes will reduce the work Jload because
rehabilitation  funding from the Second Injury Fund is
eliminated. Use of DVR 1is eliminated and only disputed cases
will go to the Board.

2) Because DVR"a role in workers ” compensation cases 1is eliminated
by these changes, whatever money 1is released in DVR can be
transferred 1in the budget approval process co the Division of
Workers® Compensation to hire additional hearing representatives.

Terry, | believe it is imperative tha the proposed changes be
inserted as presented into HB 155.

Your cooperation over these last f.*v  weeks is very much
appreciated. I believe, as a result of our mutual efforts a very
fine bill will result.

Yours cordially,

RLB/cv



PROPOSED CHANGES
TO
CSHB 159 (L 5 C) 3/3/82
SECTION 1. (p. 1 1. 19)
Eliminate subsection (4)
SECTION 2.
Remove
SECTION 3. (p. 2 I. 19)
Change “AS 20.20.041" to "AS 23.30.097°¢
SECTION 4.

Remove and substitute a new section A.

SEC. 23.30.005 (f) is amended to read.

() Two members of a panel constitute a quorum for hearing claims,

and the action taken by a quorum of a panel 1is considered the
action of the full Board; the Commissioner or his designated
representative acting alone ahall conotltute a quorum for making

determinations of propriety of a rehabi ”itation program pursuant
to AS 23.10.097.

SECTION 5.

Remove and add proposed new section to add AS 23.30.097 to read:

AS 23.30.097 Rehabilltation Projjram

(@) When an employee suffers a\permanent disability which precludes

his return to suitable gainful employment, he shall be entitled
to be fully evaluated for participation in a rehabilitation

program within 90 days jafter date of injury. The  full
evaluation shall be performed by a qualified vrehabilitation
professional. The reasonable costs of the evaluation shall be
at the expense of the employer. IT in the opinion of the

qualified rehabilitation professional, the medical, physical or
emotional state of the employee la such that n full evaluation
cannot then he made, the vrehabilitation professional shall
prepare a preliminary evalu]ation.

(b) The full evaluation by the equa lifled rehabilitation professional

shall determine if the! employee would benefit from a
rehabilitation program. The determination shall he based on the
following criteria: ;



@

)

©)

©)

The rehabilitation program will restore the employee to a
position to accept suitable, gainful employment equal to or
as near as possible to that of his pre-injury employment
An employee 1is restored to a position of suitable gainful
employment if he can return to (in the order of preference)

i) Return to work at the same or similar job vith the
same employer or employer 1in the same industry as the
employer at the time of injury.

ii1) A job using essentially the same skills as the job at
time of injury but in a different industry.

iii) A job using different skills but the same academic
achievement level as attainet at the time of injury.

iv) A Job requiring an academic achi®"ernenc level which is
different from that attained at the tioe of injury,
but which rehabilitation evaluation determines 1is
attainable by the employee and which Job is believed
to be available to the employee inhis community at
the time academic training is completed.

The employee cannot be restored to a position to accept
suicable gainful employment without the rehabilitation
program.

The cost of the rehabilitation program, including all costs
to be incurred by the employer for and during the
rehabilitation program, plus an estimate of continuing
benefits due the employee after the conclusion of the
rehabilitation program are equal to or leas than the
benefits due the euployee under this Act, assuming no
rehabilitation program 1is implemented and assuming no
discounting or lump-sum payment of benefits.

The rehabilitation program may consist of any of the
following, however, 1if the employee may be restored to a
suitable gainful employment with rehabilitation programs of
high preference, then a rehabilitation program of a lower
preference need not be offered by the employer.

In order of preference rehabilitation programs arc:

D Prosthetic devices and training enabling work at the
same or similar employment au at the time of injury.

I1) Work site modification and vocational training to the
same or similar occupation.

iii) On the job training for a new occupation.

Iv) Vocational training for a new occupation.
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V) Academic training jfor a new occupation. The employer
is not obligated jto provide academic training for a
pe“iod longer then two consecutive school- semesters,
except that the Bolard may, after successful completion
of the Tfirst tvo semesters authorize up to two more
consecutive semesters.

A preliminaryevaluationshall include the reasons why a full
evaluationcannot berendiered, an opinion as to when the
employee will be eligible fir a full evaluation, any information
which would be included n a full -evaluation which can be
determined and reported by -he rehabilitation professional at
the time of the preliminary evaluation.

IT the full evaluation or preliminary evaluation is -5t timely
scheduled for an employee entitled thereto by the e: plover, the
employee or the Board may {designate a qualified rehabilitation
professional to perform thelevaluation, th* reasonable costs of
which shall be paid by ths employer. If the full evaluation
shows that the employee vould benefit from a rehabilitation
program, the program shall be provided nt the expense of Che
employer.

Refusal by an injured employee to participate in an evaluation
or a rehabilitation plan [offered by the employer results In
forfeiture of disability compensation for the period the refusal
continues. However, 1if anj employee begins participation in an
evaluation or rchabilltatibn plan within two months from the
dace of refusal, and successfully completes the evaluation and
rehabilitation plan and becomes employed for a period of 30
consecutive Dbusiness day.» following the completion of the
rehabilitation program, thfe employee shall receive a lump-sum
payment of 25 percent of tle compensation forfeited by him. The
lump-stun payment is availa pie only once to an employee refusing
rehabilitation, The Board :iay find that an employee refuses to
participate 1in an evaluation or rehabilitation plan 1if the
employee fails to coopera :e with Che qualified rehabilitation
profecsionul.

The employer responsible for the benefits under this Act shall
be liable for, and any suDscqucnt employer hiring the employee
during and as part of th<: rehabilitation program shall not be
liable for, benefits unde- this Act for injuries occurring to
the employee while engaged In job training, work readiness, work
thorapy experience or wirk sampling which Is part of the
rehabilitation program offered by Che employer and the earnings
for which, If any, are credited to gross wages upon which
compensation benefits are calculated.

Compensation payable purs innt to AS 23.30.185 or AS 23.30.200
Hhall he paid, in lieuw® of any other compensation except
compensation due under AS 23.30.190 during the period the
omployee 1is actively engaged in a rehabilitation program.



(h) In this section

D

"Suitable gainful employment” means employment that 1is
reasonably attainable in light of an individual 3 age,
education, previous occupation, and injury, and that offers
an opportunity to restore the individual as soon as
practical to a renunciative occupation and as nearly as
possible to his average weekly vsge as determined at the
time of injury. t

"Qualified rehabilitation professional”™ means a person who
by education, professional training and experience has the
skills to make judgements, administer and interpret test3,
counsel, and make recommendations with respect to a persons
medical, 1intellectual,! emotional, physical or motivational
capacity to accept andi perform suitable gainful employment,
and to design, implement and “supervise programs which tend
to enhance a person®b medical, intellectual, emotional,
physical or motivational —capacity to accept suitable
gainful employment.

SECTION 6.(p. 5 1. 15)

Change

|
"AS 23.30.041" to "AS 2*3.30.097"

SECTION 7.

Remove

SECTION 8.

No changes

SECTION 9.

No changes

SECTION 10.

No changes

SECTION 11.

No changes !

SECTION 12.

Remove anti adopt a new section .to read:

t

add to Chapter 23.30 a secf.ion to read

"AS 23.30.0%." ]



Upon the filing of a claim under this Act, an employee thereby
authorizes all providers of medical treatment pertaining to the
injury or rendered prior to the date of injury "to release
infomatlon to the employer IT requested bv the employer, the
employee shall execute all releases to facilitate access to that
information.

SECTION 13.
No changes
SECTION 14.

Acceptable except add to the subsection (c) the following additional
sentence to read:

“Uf a claim 1is controverted by the employer and the employee
does not request a hearing for a period of two years following
the date of controversion, the claim 1is deemed denied by the
Board."

SECTION 15. (p- 8 1.25)
Strike "occasioned solely”™ and jlInsert In lieu "proximately caused".
SECTION 16. (p.- 9 1. 3)

Add after "..--is conclusive”” ind before ™"even 1if-.- " a phrane to
read:

", provided there 1is some evidence of record to support the
finding,”

SECTION 17.
Strike and instead add a section to read:

"AS 23.30.155(J) if an employer has made advance payments or
overpayments of compensation, he 1is entitled to be reimbursed
out of any unpaid installment or installments of compensation
due up to an amount equalj to twenty per centof each of the
subsequent installments. IIf the employer seeks to offset bv
more than twenty per cenfc of the _amount of each subsequent
Installment, prior Board approval IS required.

SECTION 18.
No change
SECTION 19.
No change
SECTION 20.

No change



SECTION 21.
No change
SECTION 22.
No change
SECTION 23.
No change

SECTION 24.

Add co subsection (12) (p- 13

"but no benefit

1

is pnyab! €

3) a clause to read:

for

loss

of hearing above

3,000

cycles per second unless h taring above 3,000 cycles per second
is a requirement of the job held at the time of injury.”

SECTION 25.
No change
SECTION 26.
No change
SECTION 27.
No change
SECTION 28.
No change
SECTION 29.
No change
SECTION 30.
No change

SECTION 31.

(p' 18 11

13)
Change
SECTION 32.
No change

SECTION 33.

No change

= —

"occasioned solely” to "proximately caused”



SECTION 34.

No change

SECTION 35r-(p« 20 1. 10)

Add after '= of injury" and before a phrase to read:

"up to the amount which whfen added to all other components of
gross earnings brings gross weekly earnings up to the state"s
average weekly wage )

i

SECTION 35 (p. 20 1., 19:21)

|

%
"and (b) the amount that 1is; or would be deducted or withheld ae
of January !, preceding thehjnjury under the Social Security Act
of 1935 from Che earning6 0

Should be amended to read:

SECTION 36.

Remove and insert new sectJen to read:

!
SEC. 23.30.145 (a) is amended tg read as follows:

Feas for legal services rendered in respect to a claim are not
valid unless approved by “hie Board, and the fe<ts may not be less
than 25 percent on the firist $1,000 of compensation or part of
the first $1,000 of compensation, and 10 percent of all sums in
excess of $1,000 of compensation. When the Board advises chat #
claim has been controverted, in whole or in pArt, the Board may
direct that the fees for legai services be paid by the employer
or carrier in addition to compensation awarded; the fees may bi
allowed only on the amount of compensation controverted and
awarded. For purposes ofi this section a hearing before the
Board on the proprlety oi ja rehabilitation program_pursuant to
AS 23.30.09? Is not~a controversion of a claim. When the Board
advises that a claim has; not”” bean controve ?2d, but further
advises that bonafide 1legal services have been rendered in
respect to the claim, thenithe Board shall direct the payment of

the faeS out of the compensation awarded. In determining the
amount of fees the Board; shall take 1into consideration the
nature, length and complexity of the services performed,

transportation charges, and the benefits resulting from the
services to the compensation beneficiaries.

SECTION 37. !
Add tactions to be repaaled as [follows:

23.30.040(e)
23.30.191 !



SECTION 38.

Remove |

SECTION 39.

Add new section to read:

J

SEC. 23.30.125 add new ?ubsectioh
23.30.125 (c) An order of determination of the propriety of a
rehabilitation program pursuant to AS 23.30.097 issued by the
Commissioner or hi<i designated representative acting alone, oay
be heard before a full panel upon the petition of employee or
employer filed within 10 days after issuance of the order.
The Board shall give priority in calendaring Its cases for
hearing to hearings to i determine the propriety of a
rehabilitation program pursuant to AS 23.30.097.

SECTION 39.

This Act shal x take effect October 1, 19S2, and shall effect only
claims occurving on or after thej effective date hereof.



v VLSLM™ £ AT ASKA GENERAL

ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin
Pouch V
Juneau, AK 99811

Dear Representative Martin:

Just this morning 1 was alerted to the possibility of the State
Legislatures voting to make changes 1in the tforxmen®s Compensation
Act.

Due to the finality of legislative changes 1in the Act, fTull public
understanding of all changes ( and how they affect employees and
employers alike ) is extremely important.

Since this cannot be done before adjournment,l am asking you
to help defeat passage and re-submit this bill in the next session.

Very truly yours,

ARCTIC SLOPE ALASKA GENERAL

Cliff Tomlinson
Senior Vice President

TELEPHONE; (907) 279-5486 =TELEX: 090-26-369 =TELECOPIER: 907-274 2168
P.0. BOX 6223 =536 EAST 48TH AVENUE =ANCHORAGE, ALASKA 99502



NIt LASKA GENERAL

ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin

Pouch V
Juneau, Ak 99811

Dear Representative Martin:

I have just learned that HE 159 1is scheduled for a vote this
session. Certainly a bill of this magnitude should be given
more time and consideration.

With the session so close to adjournment, we feel that defeat
of this Dbill is the only sensible course of action for you to
take.

Please do not consider voting on HB 159 this session.

Sincerely,

ARCTIC SLOPE ALASKA GENERAL

C. L. Conger
Executive Vice President

TELEPHONE: (907) 279-5-186 =TELE) :090-26-369 =TELECOPIER: 907-274-2108
P.0. BOX 6223 =536 EAST 48TH A VENUE «=ANCHORAGE, ALASKA 99502



ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin
Pouch V
Juneau, Ak 99811

Dear Representative Martin:

I hope this letter reaches you before HB 159 comes up for passage
or defeat.

Any change in the Alaska Workmen®s Compensation Act should be
carefully considered, changes or amendments debated then com-—
promised.

Voting on this bill at this late date ( when adjournment 1is re—
ceiving much publicity ) would not be 1in the best interests of
workers or their employers.

I ask you to vote for defeat of this bill.

Very truly yours,

Irene Bartee
Office Manager

TELEPHONE: (907) 279-5486 ==TELEX: 090-26-369 =TELECOPIER: 907-274-2168
P.0. BOX 6223 =536 EAST 48TH AVENUE =ANCHORAGE, ALASKA 99502



ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin

Pouch V

Juneau, AK 99811

Dear Representative Martin:

I understand HB 159 is scheduled for a vote this session of the
Legislature. Certainly more careful study must be given to a
bill of this nature.

Both employers and employees must be given time to study and con
sider a bill of this type.

I ask for immediate defeat of HB 159 should it come up for vote
this session.

Sincerely,

ARCTIC SLOPE ALASKA GENERAL

Kelly Cnck
Vice President

TELEPHONE: (907) 279-54B6 ==TELEX: 090-26-369 ==TELECOPIER: 907-274-2168
P.0. bOX 6223 =536 EAST 48TH AVENUE «=ANCHORAGE. ALASKA 99502



ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin
Pouch V
Juneau, AK 99811

Dear Representative Martin:

Before HB 159 comes up for vote in this session ( if in fact it
does get out of committee ) I wish to enlist your help to defeat
this bill in its entirety.

I am in the Safety field and after several calls to other people
that also deal in Workmen®s Compensation Cases, none of us have
any idea of what the bill encompasses.

I know there has been a lot of pressure to adjourn, and 1 don"t
want a bill that affects the future of so many to be rushed
through.

Please defeat this Dbill if it comes up for vote.

Very truly yours,

ARCTIC SLOPE ALASKA GENERAL

Leo Gilbert
Safety Manager

TELEPHONE: (907) 279-5486 ==TELEX: 090-26-369 =TELECOPIER: 907-274-2168
P.0. BOX 6223 =536 EAST 48TH AVENUE =ANCHORAGE, ALASKA 99502



V— /ALASKA GENERAL

ARCTIC SLOPE ALASKA GENERAL CONSTRUCTION COMPANY, INC.

April 29, 1982

Representative Terry Martin
Pouch V

Juneau , Ak 99811
Dear Representative Martin:
Defeat of HB 159 is of utmost importance for this session.

Proper time and investigation must be given to a bill affecting
so many people.

With adjournment such an imminent possibility, we ask you to defeat
HB 159 for this session.

Sincerely,

ARCTIC SLOPE ALASKA-GENERAL

Dick McMillian
Vice President

TELEPHONE: (907) 279-54815 =TELEX: 090-26-369 =TELECOPIER: 907-274-2168
P.0. BOX 6223 =536 EAST 48TH AVENUE =ANCHORAGE, ALASKA 99502



Scott Wetzel Services Incorporated

An Affiliate of The Home Group. Inc i
741 Sesame Street « Suite 1A « Anchorage, Alaska 99503

Phone:(907)276-2111

February 9, 1982

The Honorable Terry Martin

Alaska Sta:e House of Representatives
Pouch V

Juneau, Alaska 99811

Re: David Butler/Municipality of Anchorage
Dear Mr. Martin:

The attached decision from the Workers” Compensation Board is a classic
example of the serious problems inherent in our current Workers” Comp—
ensation laws.

This employee, who had a minor hearing loss, basically corrected b a
hearing aid, was kept on full salary through non-cashable sick leave
for the period 4/1/80 through 12/8/80 while he was awaiting action on
his request for retirement from the Municipality, which was subsequently
granted. After he was retired and after he had received full payment

in the amount of $27,658.67 from his employer for the period 4/1/80
through 12/8/80, he filed for worker’s compensation for the same period
of time and the 8oard has now ruled that the employer must also pay him
compensation benefits of an additional $21,668.04 for the exact same
period of time loss. The employee has therefore recovered in excess of
200% of his normal salary for a period of 9 months. Full payment by an
employer, regardless of what fund it is paid from, or what they call it,
should certainly satisfy the requirements of the Workers®™ Compensation
Board.

Your comments will be appreciated.
Vcy truly yours,

SCOTT WETZEL SERVICES, INC

Claims Manager
RM/vb

cc: Ed Hite - Daryl Cody 8Assoc.
Harry Sjoberg - MOA



Juneau, Alaska

DAVID W BULTER,

Employee,
Applicant,
V8,
MUNICIPALITY OF ANCHORAGE DECISION AND ORDER
(Self-Insured), Case No. 80-04-0548.
Employer,
Defendant.

On December 10, 1981 the defendant reql{ested modification of the
Board's November 19, 1981 Decision and Order. No opposition was submitted by
the .employee and the Board deemed the record closed on January 15, 1982.

Defendant alleges the Board erred in a determination of fact. The
defendant asserts that employee iG not entitled to compensation between April
1, 1980 and December 8, 1980 because he was being paid his full Galary.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

There was no mistake in a factual determination. Evidence was pre-
sented at the November 12, 19Ul hearing that employee received sick leave pay-
ments in the amount of his full salary between April 1, 1900 and December 8,
1980. Evidence was also presented, and the defendant does not dispute, that
employee was disabled.

There is no provision in t”ft Alaska Workers' Compensation Act per-
mitting for olfBets of amountsreceived by an injured worker from any private
source as a result of the sameinjury. A special exception is made for Social
Security payments. See AS 23.30.225

In the instant cnee the employee was paid his full salary from his
non-cashable sick leave reserve. W have no knowledge of the terms of the
Municipality's sick leave program nor do we have Jurisdiction ov : :t. If

sick leave payments were made to the employee in error the defendant must

seek another forum for his recovery.

99811



B —ttt- - I'/WhfiH j @H." -5 >
David Bulter vs. Municipality of Anchorage/Police Department

ORDER
Defendant’s petition for Modification is denied and diomisoed.

Dated at Anchorage, Alaska, this “rh day of Fphrnarv 1932.

ALASKA WORKERS” COMPENSATION BOARD

J S/ William F. Reeves
William F. Reeves, Designated

Chairman

/s! Jim Robison
Jim Robison, Member

/s/ Ann Pittengcr
Ann Pittenger, Member

WFR/cw

I
APPEAL PTR'CEDURES

A compensation order way be appealed through proceedings in Superior Court
brought by u party In interest against the board und all ocher parties to the

proceedings before the Board, an provided in the Rules of Appellate Procedure
of the Stc*te of Alnnka.

A compensation order becomes effective when tiled in the office of the Boar”d,

and unless proceedings to appeal it are instituted, it becomes final on the
31st day after it ia filed. \

CERTIFICATION . '

1 hereby certify that the foregoing is a full, true and correct copy of the
Decision and Order in the matter of David Bulter, employee/applicant; vs.
Municipality of Anchorage/Police Department employer; Case No. 80-04-0548;
dated and filed in the office of the Alaska Workers’ Compensation Board in
Anchorage, Alaska, this 4th day of February 1982.

Jjo
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3 RECEIVING COPY

- NOTICE TO PUBLISHER
ADVERTISING
INVOICE MUST BE IN TRIPLICATE SHOWING ADVERTISING
ORDER ORDER NO.. CERTIFIED AFFIDAVIT OF PUBLICATION (PART

2 OF THIS FORM) WITH ATTACHED COPY OF ADVERTISE-
MENT MUST BE SUBMITTED WITH INVOICE.
VENDOR NO. DATE OF A.0.

Anchorage Tines December 22, 1981

P.0. Box 4U DATES ADVERTISEMENT REQUIRED:

Anchorage, Alaska 99510 Two times .Immediately upon receipt and
one week later. In legal section.

THE MATERIAL BETWEEN THE DOUBLE LINES MUST BE PRINTED IN
ITSENTIRETY ON THE DATES SHOWN.

. BILLING ADDRESS:
Department of Commerce a Economic
Development DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT
Division of Banking & Securities ADMINISTRATIVE SERVICES, FISCAL
Pouch -Juneau, Alaska 99811

ADVERTISEMENT

STATE OF ALASKA

PUBLIC NOTICE

NOTICE OF PROPOSED CHANGES IN REGULATIONS OF THE
DEPARTME NT OF COMMERCE & ECONOMIC DEVELOPMENT

Notice 1is hereby given that the Department of Commerce and Economic Development, Divi—
sion of Banking and Securities, Lnaer authority vested in AS 00.01.020 and AS U6.30.U3U,
proposes to adopt regulations tc Title 3, Chapter 5 of the Alaska Administrative Code to
Implement AS 06.3(J.5U0 and AS Co.30.530 as follows:

3 AAC 1is amended by adding new provisions that allow savings associations to
participate in conventional 1loans or pools of conventional loans secured by
a mortgage on a one-to-four family residence where the mortgaged property is
located outside the state.

Notice 1is also given that any person Interested may present oral or written statements

or arguments relevant to the action proposed at hearings to be held 1n the Commissioner®s
Conference RoomNinth Floor, State Office Building, Juneau, Alaska, at 1:00 p.m., Tuesday,
February 9, 19£%r"

Written testimony may also be submitted to the Division of Banking and Securities so long
as it is received by 4:30 p.m., on February 9, 190%$~

TO BE COMPLETED BY ORDERING DEPARTMCN1 TOIAI ALL
'AGC NO. % or p PAGES PAGES S

E
08 53 ; 001 £ QOQBQ&
H

REONJISITIOHLL) NY AHC

DIVISIONAL APPROVAL CERTIFYING OFFICER
DATE ENTERED VOUCHER NUMBER
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N 3 RECENVING COPY
AADVERTISING c NOTICE TO PUBLISHER C

INVOICE MUST BE IN TRIPLICATE SHOWING ADVERTISING

ORDER ORDER NO . CERTIFIED AFFIDAVIT OF PUBLICATION (PART
2 OF THIS FORM) WITH ATTACHED COPY OF ADVERTISE-
MENT MUST BE SUBMITTED WITH INVOICE

] VENDOR NO. DATE OF A.O.
Anchorage Times December 22, 1981
P.0. Box 40 DATES ADVERTISEMENT REQUIREO:
Anchorage, Alaska 99510 Two times immediately upon receipt and

one week Hater. In legal section.

THE MATERIAL BETWEEN THE DOUBLE LINES MUST BE PRINTED IN
ITSENTIRETY ON THE DATES SHOWN.

BILLING ADDRESS:
Department of Commerce a Economic
Development DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT
Division of Banking & Securities ADMINISTRATIVE SERVICES, FISCAL
ch D, .Juneau,, Alaska 99811-----———-—————————
ADVERTIS.

STAi ; OF ALASKA

Copies of the proposed regulations may be obtained by writing to:

Division of Banking a Securities
Pouch D
Juneau, Alaska 99811

The Department of Commerce and Economic Development, upon its own motion or at the in—
sistence of any interested person, may, at the hearing or after it, adopt the proposals

substantially as described above without further notice or may decide to take no action
on them.

Charles k. Webber, Commissioner

12jl 2jV
n
Date
TO pc COMPLL'TCD By orpERING DEPARTMENT TOIAL ALL
OV A rume. IO (amer - MAGE NO 2 or 2 MAGES MAGES S
i . une. .an. o jii Lo
Pt poe. TN BNG GEF foner  Cdb PIR CINf QR ITIM ND 1mi rReov [Cfirifv THAT THE uUN.
INTIIMIH [11) Dé\ Aéji'l_ IN_ TMI
‘ 301 AimmioritALioN CIftO" M HLON Is,
OR 1 14 nm [l SUFNCITNT to cover this mum
HEOUI)IIIONIL.n 11V CMA*e AND THAT THIS PIJIIC,nA il
IS AIMHOMI/t.I) HI.MLJINOCI.
DIVISIONAL APMMOVAI certifying officer

OATC ENTERED VOUCHER NUMBER



Register COMMERCE AND 3 AAC 05.180
ECONOMIC DEVELOPMENT

CHAPTER 5.  SAVINGS ASSOCIATIONS
ARTICLE 2.  ASSOCIATION PRACTICES

Section

110. Communication between members

120. Service charges on dorm it accounts

130. Redemption of savings accounts

140. General reserve account

150. Net worth requirements

160. Alternative mortgage instruments

170. NOW accounts

180. Participation in first mortgages where
property is located outside of State

3 AAC 05 is amended by adding one new section to read:

3 AAC 05.180. PARTICIPATION IN FIRST MORTGAGES WHERE MORTGAGED
PROPERTY IS LOCATED OUTSIDE OF STATE. An association may participate
in conventional loans or pools of conventional loans secured by a
mortgage on a one-to-four family residence where the mortgaged
property is located outside the State.

(EFF. / / , Reg. )

Authority: AS 06.01.020
AS 06.30.030
AS 06.30.500(3)
AS 06.30.530



e NOTICE TO PUBLISHER

*"ADVERTISING r
INVOICE MUST BE IN TRIPLICATE SHOWING ADVERTISING
ORDER ORDER NO.. CERTIFIED AFFIDAVIT OF PUBLICATION (PART
2 OF THIS FORM) WITH ATTACHED COPY OF ADVERTISE-
MENT MUST BE SUBMITTED WITH INVOICE

VENDOR NO. OATE OF A.O.
Juneau Empire Pecember 24, 1981
235 Second Street OATES AD\/_ERTISEMENT REQ_UIRED._
Juneau, Alaska 99801 Two times. Once immediately, and then
again one week later. In legal section.

THE MATERIAL BETWEEN THE DOUBLE LINES MUST 8E PRINTED IN
ITSENTIRETY ON THE DATES SHOWN.
Departmr ,t of Commerce & Economic Develop— g LING ADDRESS:

ment
Division of Banking & Securities DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT
ADMINISTRATIVE SERVICES, FISCAL
Pouch D, Juneau, Alaska 99811-0800

ADVERTISEMENT

STATE OF ALASKA

NOTICE OF PROPOSED CHANGES IN REGULATIONS OF THE
DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

Notice 1is hereby given that the Department of Commerce and Economic Development, under
authority vested by AS 06.05.005, AS 06.15.010, AS 06.20.340, AS 06.25.315, AS 06.30.025,
AS 06.30.030, AS 06.40.180 and AS 06.45.010, proposes to adopt regulations to

Title 3, Chapter 1 of the Alaska Administrative Code to Implement AS 06.05.060 as
follows:

3 AAC is amended by adding new provisions that provide for the confi—
dentiality of the records, reports and correspondence files of the
Division of Banking, Department of Commerce & Economic Development.

Notice 1is also given that any person interested may present oral or written statements
or arguments relevant to the action proposed at a hearing to be held in the Conference
Room of the Commissioner of Commerce & Economic Development, Room 203, Michael Building,
610 East Tenth Street, Anchorage, Alaska, at 10:CO a.m., Tuesday, February 16, 1982.

Written testimony may also be submitted to the Division of Banking and Securities so
long as it is received by 4:30 on February 16, 1982.

Copies of the proposed regulations may be obtained by writing to:
Division of Banking & Securities

Pouch D
Jureau, Alaska 99811-0800

TO BE COMPLETED DY ORDCRING DEPARTMENT 1 ) torar ALL
* ounc M icr voulcs PAGE NO or & i'Acces PACES
oltf .

TIUNt  DIPL D 1i0v flION JCHpr u.:(:. 11GGI* PIN CINT ON ITIM NO 1 MCRCUY CERTIFY THAT THE UN
eeeeeeee d iialancec in th
APPROPRIATION CITLO HEREON 1
08 53 2 001 325 L. f.urriCIfcNT TO COVER Thi pui
neouibino <ro uy CMASI AND THAT THIS PUUCHAS

IS AUTMORI2CO MERLUNDCM.

DIVISIONAL APPROVAL CERTIFYING OFFICER

OATE ENTERED VOUCHER NUMBER
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C NOTICE TO PUBLISHER r 1. PUBLISHER

INVOICE MUST BE IN TRIPLICATE SHOWING ADVERTISING
ORDER ORDER NO., CERTIFIED AFFIDAVIT OF PUBLICATION (PART
7 OF THIS FORM! WITH ATTACHED COPY OF ADVERTISE-
MENT MUST BE SUBMITTED WITH INVOICE.
VENDOR NO. OATE OF A.0.

Juneau Empire December 24. 1981
235 Second Street DATES ADV_ERTISEMENT REQ_UIRED._ t
Juneau, Alaska 99801 Two times. Once immediately, and then

again one week later. In legal section.
THE MATERIAL BETWEEN THE DOUBLE LINES MUST BE PRINTED IN

Der rtment of Commerce & Economic ITS ENTIRETY ON THE DATES SHOWN.
Development BILLING ADDRESS:
Division of Banking & Securities DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

ADMINISTRATIVE SERVICES, FISCAL
Pouch D, Juneau, Alaska 99811-0800

ADVERTISEMENT

STATE OF ALASKA

The Department of Commerce and Economic Development, upor. its own motion or at the
insistence of any interested person, may, at the hearing or after it, adopt the proposals
substantially as described above without further notice or may decide to take no action
on them.

Charles R. Webber, Commissioner

Date; 1'1112.e//<2(
TO BE COMPLETED BY ORDERING DEPARTMENT ) ) TOTAL ALL s
. 1UH e PAGC NO. oF MAGES PAGES
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oa 53 2 001 325 SUFFICIENT 'T0 COVER 'THIS PuRr.
ntouiomoNCD oy CHASE and tHAt this purchase
is AUTHORIZED HERLUNOGR.
DIVISIONAL APPROVAL CCRTIirYING OFFICER
DATE ENTE™*rD VOUCHER NUMBER



Register COMMERCE AND 3 AAC 01,905
ECONOMIC DEVELOPMI T

CHAPTER 1. FINANCIAL INSTITUTION
GENERAL ADMINISTRATION

ARTICLE 4. GENERAL PROVISIONS

Section
905. Records; disclosure and limitation on disclosure
910. Definitions

3 AAC 01 1s amended by adding one new section to read:

3 AAC 01.905. RECORDS; DISCLOSURE AND LIMITATION ON
DISCLOSURE. (@) The records, reports and correspondence
files of the division shall not be public documents, shall
not be subject to subpoena nor shall they be open for i1n—
spection by the public. Neither the commissioner, the
director nor any member of their respective staffs may dis—
close any information obi ined in the discharge of official
duties to any person not connected with the division, except
that the co-missioner may disclose such information:

(1) to representatives of federal agencies in—
suring accounts in the financial institution;

(2) to representatives of federal agencies, other
states and foreign countries having supervisory authority
over the activities of the financial institution or enter—
prises or similar financial institutions or enterprises if
such representatives are permitted to and do upon request of
the commissioner disclose similar information respecting
those financial institutions under their supervision;

(3 to the attorney general of this state; and



Register COMMERCE AND 3 AAC 01.910
ECONOMIC DEVELOPMENT

(3) prepare and circulate reports provided by
law

(c) Nothing in this section shall prevent any person
or a financial 1institution covered under this chapter from
access to records, reports and correspondence which apply to
him or the iInstitution to the extent that those portions of
the records, reports and correspondence which do so apply
are reasonably searcgable from the portions of the records,
reports and correspondence which do not apply to him or the
institution and also to the extent that federal laws and

statutes do not proscribe the disclosure. (EfT. / /
Reg. )
Authority: AS 06.05.005 AS 06.30.025

AS 06.05.060 AS 06.30.030

AS 06.15.010 AS 06.40.180

AS 06.20.340 AS 06.45.010

AS 06.25.315

3 AAC 01.910 1is amended by adding new sections to read:

~ (6) “"director" means tie director of banking,
securities, small loans and corpcrations or his designee;

(7) "division" means the Division of Banking,

Securities, Small Loans and Corporations. (EfT. / /
Reg. )
Authority: AS 06.05.005 AS 06.30.025

AS 06.15.010 AS 06.40.180

AS 06.20.340 AS 06.45.010

AS 06.25.315
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ADDENDUM

October 1981

Since the completion of this report in March 1981 there

has been a second Workers® Compensation premium reduction
ordered by the State Insurance Commissioner. This reduction
can be described briefly.

The effective date of the rate reduction was July 1, 1981.
On average, Workers®" Compensation premiums paid to private
insurance carriers were decreased 15.6%. Since the volume
of premiums paid in a year in Florida is about $1 billion,
that would mean a savings of $156 million for Florida em—
ployers annually.

The actual premium “eduction varied by employment class.
All 600 classes were guaranteed at least a 5% reduction.
The manufacturing classes averaged a 22.7% decrease with
rates for some manufacturing classes falling by as much as
48% .

This latest action was the third Workers® Compensation
premium decline since the 1979 reforms. The first, a 15%
across-the-board reduction was enacted by the Legislature
as a part of the 1979 reform package. The Insurance
Commissioner ordered an 11.4% rate reduction in January
1981 which actually translated into a 5.1% premium dollar
reduction when other changes were considered.

Cumulatively, the 1impact of these premium reductions hakt
been to lower premium rates by 36.4% and save Florida
employers $325 million annually in premiums The average
Workers® Compensation premium rate is now at its lowest
point since September 1975 and places the State only 23rd
highest in the nation. Before the reforms, Florida had
ranked among the five most expensive states in -his regard.

Further premium reductions may be in the offing. As 1is
indicated on pages 21-24 of this report, early indications
of claims activity, total claim costs, attorney involvement
and other factors are quite promising. The State Insur—
ance Commissioner has requested another Workers®™ Compen—
sation premium rate filing later this year to take effect
January 1, 1982.
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OVERVIEW

At one time, Florida®"s Workers®™ Compensation program was a system
seriously in need of fundamental reform. Injured workers genuinely
entitled to assistance received inadequate benefits. Employers

were overburdened with premiums while insurance carriers lost
millions of dollars annually attempting to provide Workers® Compen—
sation coverage. The State®"s efforts to attract new industry were
severely hampered by the reputation of the Florida Workers™®
Compensation system as extremely costly to employers.

Study of the system indicated that its very structure encouraged
subjectivity in benefit determination. This fact, 1in turn,
provided incentives for exaggerated if not invalid claims, and

for the unusually frequent involvement of attorneys and medical
specialists. The i1nadequate authority and resources accorded those
government agencies charged with overseeing Workers®™ Compensation
further contributed to the problem.

These problems were directly addressed in sweeping change to the
Workers® Compensation law effective August 1, 1979. These reforms
were aimed at making Florida®s Workers® Compensation system
affordable, equitable and efficient. Perhaps the most important
change was a switch to the "wage-loss™ concept in benefit
determination. Under this concept, a worker disabled by an

injury on the job would receive (in addition to coverage of his
medical expenses) compensation based cn the actual decrease in
average wages he suffered as a result of his disability.

Among the more 1important additional changes were: 1) an 1increase
in statutory benefit levels for "injured workers; 2) fundamental
revisions in the authority and responsibilities of the Bureau of
Workers® Compensation; 3) an enhancement of the ability of both
the citizenry and its government to participate in the rate-
making process; 4) a shift, to the claimant, of responsibility
for paying attorneys®™ fees; 5) the discouragement of lump sum
settlements of claims- and, 6) an across-the-board 15 percent
reduction in premium rates with further reductions anticipated

as experience was gained under the new law.

Any future reductions in Workers® Compensation premium rates are
.1kely to be ordered by the Florida Insurance Commissioner based
on his evaluation of rate filinos made by the insurance industry.
(Direct action by the Legislature 1is always a theoretical
possibility.) Not until June 1981 will the insurance industry
max** its fivst premium rate adjustment filing based directly on
experience under the new law.

Nevertheless, the early indications are quite positive in regard
to the Legislative objective of inducing the cost of the Workers'
Compensation system. Substantial progress already has been made;
available information encourages the belief that further premium
rate reductions are a distinct possibility. At this point, the

following observations are warranted:



The Workers' Compensation insurance industry has been
able to absorb two sizable premium rate reductions.
Estimates made at the time these rate reductions were

put into effect suggest that they will result in combined
premium savings of approximately $170 million annually
for Florida employers. The two rate reductions marked
the reversal of a long-term trend of rapidly increasing
Workers®™ Compensation premiums 1in the State. Before the
1979 legislative action, Florida ranked 5th in the nation
in terms of i1ts premium rates for Workers®™ Compensation
coverage. It now has fallen to 1.1th.

These significant premium reductions have occurred even
while statutory benefits available to injured workers
were being increased substantially. The maximum weekly
benefit amount has gone from $130 in L978 to $228 in 1981,
moving Florida®s rank among the states from 41st to 18th.
The maximum period for benefit collection has been
extended; the inflation adjustment used in benefit
calculation, increased; and the schedule of fees for
medical services, revised upward by nearly 30 percent.

Available analyses suggest that the new law is having 1its
intended effects in terms of the costliness of Workers”
Compensation claims.

. A study commissioned by the insurance Committee
of the Florida House of Representatives found that,
during the first five months of operation of the
new law, the percentage of claims of the particu—
larly expensive "permanent partial”™ injury type
had declined significantly. So too had indemnity
costs and the percentage of claims involving
attorney representation. The proportion of workers
returning to their same employer after recovery
from their injury had increased.

- A November 1980 analysis by the National Council on
Compensa-lion Insurance (NCCI) also found ~ decrease
in the frequency of permanent partial injury claims.
While concluding that available data did not yet
provide an adequate basis for a premium rate adjust—
ment decision, one preliminary finding was an
indication of significant insurance carrier cost
reductions resulting from experience under the new law.

- A Division of Workers®™ Compensation comparison of
1979 and 1980 data revealed that, during the first
full year under the. new law, there was a 4 percent
reduction in total premiums paid by employers in
the State. The number of formal claims declined
by 48 percent. The number of joint petition
settlements of Workers®™ Compensation claims fell
by 36 percent while benefits paid in these claims
dropped by 18 percent- a savings of $15.7 million.
The "mount of attorneys®™ fees awarded in Workers*
Compensation cases decreased by 10.6 percent.



As the first state in the nation to adopt the wage-loss concept
as the basis for determining permanent disability benefits for
injured workers, Florida is serving as an .experimental model
watched closely by other states. Perhaps the best guarantee that
Florida®s Workers® Compensation reforms will succeed is the number
of determined and careful monitoring programs being conducted
both inside and outside government.



WORKMEN'S COMPENSATION IN FLORIDA (1935-1979)

A System in Need of Reform

In 1935, the State of Florida established a Workmen®s
Compensation system designed to lend stability and
predictability to an employer®s obligations to his

injured employees while, at the same time, 1insuring that

the injured worker would receive prompt and adequate compen—
sation for his injury.” By the 1970s, Workmen®s Compensation
had evolved into a system which-was unsatisfactory from
virtually every perspective.

Consider the plight of the parties directly involved in the
Workmen®s Compensation system prior to its reform in 1979:

The Injured Worker- The benefits available to the average
injured worker in Florida were quite low compared to those
avcilable in other states. An analysis conducted by the
National Council on Compensation Insurance (NCCI) revealed
that Florida®s "statutory benefits™, that is the maximum
benefit amounts and collection periods set by law, ranked
the state 37th iIn the nation.2 For example, while in most
states an injured worker received 66-2/3 percent of his
average weekly wage while disabled, in Florida he received
60 percent.

Furthermore, compensation claims were taking a long time
to resolve. The Miami Herald, in a comprehensive analysis
of Florida®s Workmen®s Compensation system, reported that
many injured wo.kers were forced to hire attorneys because
their legitimate claims were not being paid on time.

The Employer— The cost to Florida employers of carrying the
required Workmen®s Compensation insurance was extremely
high. Florida®s premium rates (the decimal fractions

appli d to payrolls to calculate premiums due) were the ;
fifth-highest in the nation in 1979 according to NCCl data.
These premium rates had increased 229 percent from 1970 to
1973 and further rate increases were being requested by the
insurance industry.5 in 1979, the total premiums paid by
Florida employers ranked it seventh in the nation according
to figures from the National Association of Insurance
Commissioners.6

Tnese ever-increasing premiums did more than just force up
the cost of doing business in Flor!da. They also put the
State"s businesses at a disadvantage when bidding for
contracts against out-of-state firms. Bids submitted by
Florida firms reflected vihe unusually high Workmen®s
Compensation premiums.7



The Insurance Companies- During the five-year period
extending from 1973 through 1977, insurance companies
offering Workmen’s Compensation coverage in the State
experienced $205.1 million in net losses according to
NCCl data.8 Although investment returns did result in
a 3 percent net profit in 1978, there had not been an
underwriting profit in Florida Workmen®s Compensation
since the 1950s.9

The impact of this unsatisfactory system extended beyond those
directly involved. Ultimately, all Floridians felt the effects
of the escalating premiums. Producers of goods and services
passed their increased operating costs on to consumers.

State efforts to diversify the Florida economy, to further
develop the industrial base, were severely hampered by the
costly Workmen’s Compensation system. Premium rates paid by
Florida employers were nearly triple those paid by Alabama,
North Carolina and South Carolina- states very much in competi—
tion with Florida in efforts to attract new industries. The
NCCl reported that the cost of claims from permanently and
totally disabled Florida workers was double that of seven other
southern states.10 An "Economic Development Study"™ prepared by
the Fantus Company for the Florida Council of 100 cited high
Workmen®s Compensation premium rates as a competitive disadvan—
tage for the State in i1ts effort to recruit industry.H

In their efforts to attract new industry to Florida, officials
often were confronted with questions about the reputation of
Florida®s Workmen®s Compensation system. Former Commerce
Department Secretary Phil Ashler once described a standard,
industrial recruitment scenario demonstrating the obstacle
posed by Florida®s high Workmen®s Compensation premiums.
According to Ashler, a prospective employer typically would
ask a series of questions about the adequacy of labor supply
and other business conditions. As State officials responded
to these questions, the attractiveness of Florida to the prospect
would grow-— until the issue of Workmen®"s Compensation was
encountered. At that point, Florida®s 1image suffered a
setback.12

The Miami Herald reported that the Governor and Lieutenant
Governor had similar experiences. While delivering a promo—
tional speech in Chicago, Governor Bob Graham was interrupted
by a firm"s indignation over Florida®s Workmen"s Compensation
rates. Lieutenant Governor Wayne Mixson lamented the effects
of a costly Workmen®"s Compensation system on industrial
recruitment.

Several prospects that we"ve had,
specific prospects that we"ve talked
to in other states that have had the
kind of industry or business that we
would desire to locate in Florida,
have been reluctant to make any
commitment because of that, the
workmen®*s comp.13

_5-



Further Defining the Problem

Florida®s Workmen®s Compensation system was costing employers
and i1nsurance companies far more than the typical benefits
paid to the vast majority of injured workers warranted. Why
was this the case?

In 1978, a study was conducted by the National Council on
Compensation Insurance (NCCI) with the results printed by the
Florida Association of Insurance Agents.14 This analysis,
which compared Florida®s claim and benefit figures to those
of Alabama and Georgia, 1identified the major elements of
Florida®"s Workmen®s Compensation problem.

1. Total medical benefits paid to injured workers in
Florida were significantly higher than those paid
In other states.15 The average medical benefits paid,
the proportion of cases in which specialized medical
practitioners were used, the frequency with which
injured workers were confined to a hospital and the
average hospital bill in Florida were invariably
higher than in Alabama and Wisconsin.

2. Benefits paid for impairment or disability in Florida
were higher than for Alabama and Wisconsin despite
Florida®s comparatively low statutory benefits.

3. Workmen®s Compensation activity in Florida featured
an unusually great amount of litigation. The percen—
tage of Florida cases in which attorneys were involved
on the plaintiff side (20.8 percent) was far above
that of Alabama (2.8 percent) and Wisconsin (3.0 percent).
Attorneys typically became involved at an earlier point
in Florida cases; Florida cases normally took a longer
time to be resolved; and, a greater number of cases
were reopened by plaintiff attorneys. According to
the Division of Workerj® Compensation, Florida Compen—
sation lawyers took in $19.7 million in fees during
1978.16

4. The proportion of cases which involved "permanent
partial™ disabilities was far higher in Florida than
in Alabama or Wisconsin. Furthermore this injury
category was responsible for a disproportionately large
share of the Workmen®s Compensation benefits paid in
the State.

Because this fourth item was perhaps the key finding, it
deserves more detailed attention. In the table below, Florida“s



distribution of Workmen’s compensation by injury type 1is
compared to those of Alabama and Wisconsin.

TABLE 1

PERCENTAGE DISTRIBUTION OF RESOLVED
WORKMEN®"S COMPENSATION CASES BY
INJURY TYPE:

FLORIDA, ALABAMA AND WISCONSIN
(November-December 1977)

Injury, Typ e Florida Alabama Wisconsin
Death 0.4 0 2 0.4
Permanent Total 0.8 01 0.5
Permanent Partial 30.0 71 9.0
Temporary Total 68.5 90 6 89.0
Temporary Partial 0.3 2 1 1.2

SOURCE: Florida Association of Insurance Agents, 1977
Workmen®s Compensation Closed Claim Study, conducted by
the National Council on Compensation Insurance, March, 1978.

Note that the proportion of resolved Florida cases which fall
into the permanent partial category was more than three times
the proportion recorded in Wisconsin and more than four times
the Alabama figure.

The disproportionately large role of permanent partial injuries
IS just as striking when the distribution of benefits by injury
type 1is examined as in Table 2.

TABLE 2

PERCENTAGE DISTRIBUTION OF BENEFITS
PAID IN RESOLVED WORKMEN®"S COMPENSATION
CASES BY INJURY TYPE:

FLORIDA, AIABAMA AND WISCONSIN
(November-December 1977)

Injury Type Florida Alabama Wisconsin
Death 1.6 2.1 5.4
Permanent Total 10. 8 1.9 2.2
Permanent Partial 67.2 37.5 40.8
Temporary Total 20. 3 57.4 50.8
Temporary Partial 0.0 1.0 0.8

SOURCE: Florida Association of Insurance Agents, 1977
Workmen®s Compensation Closed Claim Study, conducted by the
National Council on Compensation Insurance, March, 1978.



As the table reveals,, permanent partial injury cases accounted
for 67.2 percent of medical and indemnity benefits paid in
Florida but only 37.5 percent and 40.8 percent of Alabama and
Wisconsin benefits, respectively.

Causes Underlying the Problems

The responsibility for these problems appeared to rest with the
structure of Florida®s Workmen®s Compensation system itself.
More specifically, it was a system which placed too much
reliance on the subjective judgments required of doctors and
of Judges of Industrial Claims. It was a system which encour —
aged the active involvement of attorneys and the granting of
lump sum settlements by insurance companies. It was a system
which provided government agencies with insufficient authority
and resources with which to regulate the program in the public
interest. Finally, it was a system which provided indemnity
benefits tc injured workers who had not actually suffered any
loss iIn wages.

The subjectivity of procedures was most evident at the point of
"maximum medical improvement™ or MMI, 1.e., the point of which

a doctor decided that the injured worker had recovered to the
greatest extent possible. At that point, it would be determined
whether the worker had either: 1) no disability, 2) a partial
disability which was nonetheless permanent (permanent partial),
or 3) a permanent and total disability (permanent total).

As noted previously the permanent partial category was respon—
sible for an unusually large number of cases and a dispropor—
tionately high level of benefits in Florida. If a worker had
received a permanent partial disability in the form of an injury
specified in the Florida Statutes (a "scheduled” injury), he
received a specific number of weeks of compensation at 60 percent
of his average weekly wage. These benefits were paid whether -
or not the worker had been able to resume employment at his
previous wage or even higher.

For "unscheduled™ 1injuries within the permanent partial
category, a doctor assigned a percentage disability rating

to the worker. This percentage disability rating then was
multiplied first by a specified number of weeks (175 for a
I-to-10 percent rating, 350 for an Il-to-50 percent rating, and
525 for a 51-to0-100 percent rating) and then by 60 percent of
the worker®s average weekly wage.

This rating system was not only highly judgmental, it also
provided a strong incentive for attempting to increase the
disability rating. Fred Karl, speaking for the Florida
Association of Insurance Agents, provided an example of this.
At the time his example was formulated, the maximum weekly
benefit amount available to an injured worker was $130. Mote
the difference in benefits paid if the worker®s disability
rating were to be raised from 10 percent to 11 percent.

10% x 175 weeks $130 per week

@ $2,275
11% x 350 weeks @ $130 per week

$5,005



A one percentage point revision in the disability rating
raised the benefits paid to twice the original amount.

This was because, as was explained earlier, the 11 percent
disability rating marked a threshold in the benefit structure.
The disability rating increased by one percentage point, but,
more significantly, the number of weeks of benefits paid
jumped from 175 to 350. This latter change was primarily
responsible fcr the huge jump in the benefit amount. A
similar threshold existed at the 51 percent rating level.

The subjectivity did not stop with the doctor®s disability
rating however. Inrecognition of the fact that the same

injury could affect the careers of two people in different
occupations to a much different extent (for example, compare
the ramifications of the loss of a finger to a lawyer as
opposed to a pianist), the system had a second form of disability
rating, wage diminution. The worker®"s lifelong vage earning
capacity could be diminished by his injury. This contention
would be presented to a Judge of Industrial Claims who would
determine a diminution of wage earning capacity rating based

on such factors as the age, occupation, education of the worker
and other circumstances. In the end, the higher of the two
disability ratings, the wage diminution rating from the judge
or the physical disability (impairment) rating from the doctor,
would determine the worker®s benefits.

In other words, the system provided the injured worker with an
incentive to obtain a higher disability rating. This 1incentive,
combined with the subjectivity of the ratings themselves,
resulted frequently in the use of legal counsel and the involve—
ment of medical specialists. The NCCl study of two months*

of resolved permanent partial-cases in 1977 revealed that

71 percent of injured Floridaworkers were represented by an
attorney. This proportion was more than twice the Alabama
figure and four times that ofWisconsin.1"™ Medical specialists,
as opposed to general practioners, were 1involved in 63.4
percent of the Florida cases in which physicians were consulted.
The corresponding percentages for Alabama and Wisconsin were
30.8 percent and 39.3 percent, respectively.”-8 This suggested
what the“Miami Herald called "doctor shopping™, an attempt to
find the physician who would give a higher disability rating.”"

While the role of subjective judgments in benefit determination
was perhaps the most central deficiency in the system, there
were other, often related problems.

1. Attorneys®" fees were related to benefit and settlement
amounts. Until 1978, the claimant paid no attorney®s
fees. Legislation in that year required that claimants
pay 25 percent of the fees with certain exceptions.
Thus, attorneys had an incentive to strive for the
largest award possible unencumbered by concern about
the claimant®s ability to pay an attorney"s fee.



According to the Miami Herald, many Judges or
Industrial Claims tended to give the benefit of

the doubt to the Workmen®s Compensation claimants.
That publication reported instances of condensation
awards when there was, 1n fact, no injury.20

Insurance companies frequently faced lengthy and costly
litigation. To extricate themselves, they tended to
offer lump sum settlements or washouts of medical
expenses to injured workers.21

The government agencies involved lacked the authority
and resources to remedy the situation. The Bureau of
Workmen®s Compensation was too overwhelmed with
paperwork to advise claimants on rights and procedures
or to see that benefits were paid equitably and in a
timely manner, ""he Department of Insurance had to
rely on the National Council on Compensation Insurance,
an insurance industry organization, to provide the
statistical basis for evaluating rate adjustment
requests.2?
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THE MAJOR ELEMENTS OF THE 1S7S CHANGES TO THE WORKMEN®S
COMPENSATION LAW

The Intent of the Legislature

It had become clear that rather fundamental changes were needed
in Florida®s Workmen®s Compensation system. A joint Senate-
House Select Committee was appointed and the Workmen®s Compen—

sation issue was identified as the key issue facing the 1979
Legislature.23

The overall goal of the legislative effort was to reduce the
cost of Workmen®s Compensation to employers. However, the
aims of restoring equity in benefit awards and of reducing

the delays in claims resolation were also important. In other
words, 1t was hoped that the system could be made affordable,
efficient and equitable.

Two major targets of reform were identified. The first was
comprised of the indemnity benefit determination provisions

in the existing law which required subjective estimates of
disability by doctors and by Judges of Industrial Claims. This
subjectivity had led to extensive litigation which, 1in turn,
had been a major factor in the high cost of the system. The
second target consisted of the administrative provisions used
in handling a claim. The ineffectiveness of these provisions
had resulted in delays in claims processing and had contributed
to the extensive litigation characteristic of the system. An
improved administrative structure was seen as increasing the
equity of benefit determination by reducing the system®s
dependence on " .the vagaries of the adversary process."”

The Changes in the Law

By the end of the 1979 Legislative sessions, Florida had a new
"Workers™ Compenshvion law. The major changes were the
following.

1. Florida became the first state to adopt a "wage-loss"
concept for a considerable proportion of Workers*®
Con, nsation benefit determination. The switch to a
wage-loss concept was intended to decrease dramatically
the subjectivity involved in benefit determination.

This change concerned the indemnity component rather
than the medical services component of Workers”
Compensation benefits. Recall that, under the old
system, 1injured workers suffering a permanent and
partial disability either were eligible for benefits
specified by statute (scheduled injuries) or were
compensated based on a disability rating (unscheduled
injuries). Within the unscheduled category, workers
received the higher of the physical impa® nent and the
diminution of earning capacity ratings.

-11-



Under the new system, impairment be iefits would be
paid for certain severe injuries: amputation,

80 percent loss of vision (after correction), or
serious head or facial disfigurement. However,
indemnity benefits in the majority of cases were to
be determined solely oy the actual loss 1n wages
experienced by the injured worker due to his
disability.26 Under the wage-1;ss concept, the
injured worker would receive 95 percent of the
difference between 85 percent of his pre-injury wages
and his wages after maximum medical improvement. This
"*ule translates into the proposition that the worktr
must have experienced at least a 15 percent wage loss.
After the worker had collected wage-loss benefits for
two years, his post-injury wages would be discounted
to adjust for inflation.

The statutory benefit levels for injured workers were
raised. The maximum weekly benefit amount was increased
from 66-2/3 percent of the statewide average weekly

wage to 100 percent of that figure.

The structure and authority of the agency responsible
for overseeing the operation of the Workers® Compen—
sation were changed in the "nterest of making that
agency more administratively effective. The Bureau of
Workmen®s Compensation was upgraded to a Division
within the Department of Labor and Employment Security.
This Division was instructed to ". . .assume an active
and forceful role” in administering the system.2"

Under the new law, the employer would report employee
injuries directly to the Division rather than indirectly
to the Division through the iInsurance carrier Steps
were to be taken to ensure that injured workers w”re
fully and promptly informed of proper procedures and
their rights under, the law. For example, injured
workers were to be mailed an informational brochure
while those suffering injuries which nught permanently
disable them were to be contacted personally. The
Workers®™ Compensation Division would become more actively
involved 1in conr.roverted claims 1issuing advisory opinions
as to benefits payal "min each case. The judges of
industrial claims we etitled deputy commissioners.
Appeals of rulings by tne deputy commissioners would
now go to the First District Court of Appeals rather
than to the Industrial Relations Commission, abolished
by the 1979 legislation. The main burden of workers
rehabilitation was shifted from the Division to the
insurance carrier and employer. Finally, the Division
was required to examine claims files, report annually
on carrier promptness of payment and notify the
Department of Insurance of patterns of questionable
claims handling techniques by carriers.



The ability of citizenry and government to participate
Iin the rate-making process was 1increased. A Bureau of
Workers® Compensation Rating was established within
the Department of Insuranc to provide analytical
support to the Insurance Commissioner 1in his review of
insurance industry rate filings. Insurance company
reporting requirements were changed in order to
facilitate analysis by the Department of Insurance.
Meetings by insurance industry rati -making authorities
were required to take place in Florida and in the
"sunshine."™ Excessive profits by iInsurance companies
were prohibited.

The responsibility for paying attorneys®™ fees was
shifted entirely to the claimants. Previously the
claimant was to pay 25 percent of the fees while the
remaining 75 percent was paid by the employer or
insurance carrier. Certain exceptions to the rule of
claimant payment were set forth. L"or example, attorneys”
fees for recovery of medical benefits were to be paid

by the employer or insurance carrier.

"Washouts"™ of benefits were to be strongly discouraged.
Prior to the 1979 legislation, all parties could agree
to a one-time payment to the claimant for benefits,
thereby ending or "washing out" thp employer®s liability.
Washouts of medical benefits would be prohibited. Lump
sum settlements of disability benefits would be barred
until si>; months after maximum medical improvement and
then permittee only in special circumstances.

A 15 percent, across-the-board reduction iIn premium
rates was mandated by the statute. The Legislature
expectei chinges in the Workers® Compensation law-
particularly the switch to a wage-loss system of
disability benefit determination- to result in a
substantial decline in insurance carrier costs. This
decline was expected to more than counter-balance the
increases called for in compensation benefits. To
avoid excessive insurance carrier profits, the 15 per—
cent premium rate reduction was ordered.
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V.

THE EARLY PERFORMANCE OF FLORIDA"S NEW WORKERS®™ COMPENSATION
SYSTEM

Examining the Impact

The fundamental reforms made in the Workers®™ Compensation lav; in
1979 were intended to make the system more equitable and efficient
in meeting the genuine needs of injured workers while at the

same time, making the system less costly to employers and iInsurance
carriers. The reforms have been in effect for twenty months as

of this writing. Although the new system will not have been

given a fair test until it has been in operation for a number of
years, an examination of the early performance of the law is
warranted. Essentially, the question to be asked is this: Does
the: new Workers®™ Compensation law appear to be having its intended
effects?

The scope of this analysis will be limited to the effects on
employer costs (which reflect insurance carrier costs to a substan—
tial extent). Certainly, the new system will not be considered

a success unless it results i1n the fast, efficient and equitable
delivery of compensation and services to the injured worker.
However, an evaluation of that aspect of the system®s performance
is considerably more complicated than an assessment of the iImpact
of the new lav; on employer costs. An examination of available
statistics— benefits paid, numbers of claimants, premium rates
and amounts- can provide a good preliminary indication of the
impact of the new law on costs.

Reductions Already Accomplished in Employer Premiums

As was reported in Section IIl, one elemert of the 1979 legisla—
tion was a 15 percent, across-the-board reduction in Workers"®
Compensation premium rates. Simplifying somewhat, premium rates
are multiplied by the employer®s payroll to determine his
Workers® Compensation insurance premium. At the time this rate
reduction was enacted, a legislative staff analysis estimated
that it would save Florida employers $135-142 million annually.-8

As of yet, -the insurance industry has not filed for a premium rate
adjustment based directly on performance of Florida®s new Workers”
Compensation law. Nevertheless, an insurance industry rate filing
submitted in December 1980 is worth noting. That filing concerned
changes to the expense program used in calculating premiums and

to the transition program for switching to a "total payroll”
concept in computing premiums. As approved by the State Insurance
Commissioner on January 1, 1981, this filing resulted in average
premium rate reductions of 11.4 percent overall.20 The Department
of Insurance estimated that this premium rate reduction would
result m savings of $34 million to Florida employers.80 The NCCI
determined that Florida®s average manual premium rate following
this change would rank i1t 13th among the 45 states permitting
private Workers®™ Compensation insurance in the nation.31 As was
noted earlier, Florida had ranked fifth in the nation prior to

the 1979 legislation. While the 11.4 percent rate reduction was



not based directly on experience under the new law, 1t does
seem to suggest an improved economic state for iInsurance carriers
after over a year and a half under the new"law.

These premium rate reductions give early indication that the long—
term trend of ever-incre® 1ing Workers®™ Compensation insurance
premiums in Florida has n ended or perhaps even reversed. To
demonstrate this development, an index of the overall Workers"®
Compensation manual premium rate has been developed. The average
manual premium rate for all covered Florida employers, excluding
those with self-insurance arrangements, as of January 1970 was

set equal to 100.22 Changes 1in the index over time then were
calculated by applying the percentage changes in the overall manual
premium rate reported at uhe time of the legislative action or

the approved 1industry filing.22 For example, an insurance
industry filing for a rate increase was approved by the Insurance
Commissioner and made effective August 1, 1970. This

increase was estimated to have the effect, on the average, of
raising Workers® Compensation premium rates by 7.2 percent. Thus,
the value of the index was increased from 100 to 107.2 (100 +

7.2 percent) as of August 1, 1970.

In Figure 1, the trend in the manual premium rate index from 1970
to the present 1is portrayed. (The actual index trend is portrayed
by the darkened area. The dashed lines are explained subsequently.)
Note the rapid- even accelerating- rate of increase prior to the
1979 legislation. The 15 percent rate reduction order :d by the
legislation was the first rate reduction of the decade. The

second rate reduction, effective January 1, 1981, brought the
premium rate index to its lowest level since September, 1976.

The reduced premium rate levels stand in stark contrast to whé&t
might have been the case had the Workers®™ Compensation legislation
not been enacted. From January 1970 through July 1979, there were
eleven premium rate increases affecting most or all classifica—
tions. That constitutes an average of one rate iIncrease every
10.5 months.. The average rate iIncrease was 11.5 percent, compounded..
Assuming that this trend had continued from the date of the final
premium rate increase (effective January 1, 1978) prior to the
1979 legislation, the Workers®™ Compensation premium rate index
would have stood at 457.0 ir. March 1981 rather than at its actual
level of 248.3. The dashed-line bars in Figure 1 portray this
possible path of the index had the 1979 changes to the Workers®
Compensation law not been put into effect.

-15-



FIGURE 1

OVERALL TREND IN FLORIDA WORKERS®" COMPENSATION
PREMIUM RATES, 1970-1982: IMPACT OF NEW LAW
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SOURCE: Historical rate increase data series provided upon
special request by Bureau of Workers® Compensation Rating,
Florida Department of Insurance. All index values, including
hypothetical projections, calculated by Bureau of Economic
Analysis, Florida Department of Commerce.
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