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State of Alaska

House Mr Jorily Leader , P.O. box Vv
>h» p X JUNEAU, ALASKA 99811
- COMMITTEES (907)465-3718
465-4968/4986
HOUSE HEALTH, EDUCATION
AND SOCIAL SERVICES 914 CLAY COURT
HOUSE JUDICIARV . ANCHORAGE, ALASKA 99503
HOUSE RULES i Representative Max F. Gruenberg, Jr. (907) 276-6844
District 11

Spenard, Upper Midfown Anchorage

MEMORANDUM
DATE: May 6, 1987
TO: ALL SENATE LABOR & COMMERCECOMMITTEEMEMBERS
FROM: Max F. Gruenberg, Jr.
m
RE: CSHB 143 (L&C), "An Actrelating to the Alaska

Securities Act."

CSHB 143 (L&C) passed the House by a vote of 33-5. It will
allow the state to assess civil penalties for violations of
the Alaska Securities Act in addition to, or as an alternative
to, the present criminal sanctions in the act.

HB 143 was amended in the House Labor and Commerce Committee
to include last year®s House Bill 126. As a result, HB 143
will allow the state to prosecute fraudulent investment
schemes in Alaskan oil and gas leases, land, and mineral
rights as well as Alaskan corporations and limited
partnerships.

HB 143 has zero fiscal notes from the Department of Law and
the Department of Commerce. It will be enforced to the extent
that present resources allow.

In 1985 HB 126 passed the House 36-0. HB 143 received
unanimous "Do-Pass"™ recommendations f:om the Labor and
Commerce Committee and the Judiciary Committee. It received
ten "Do-Passes™ and one "No Recommendation”™ from the Finance

Committee.



SECTIONAL ANALYSIS
CSHB 143 (L&C)

Section 1

AS 45.55.140(a)(5) Exempts securities issued in connection
with an employee benefit plan from the registration
requirements of the Alaska Securities Act.

Section 2

AS 45.55.200 Allows the state to assess civil penalties for
violations of the Alaska Securities Act in addition to the
present civil sancti ms which may be imposed.

Section 3

AS 45.55.210(a) Allows the state to impose civil penalties
addition to the criminal penalties which can presently be
imposed for violations of the Alaska Securities Act.

Section 4
AS 45.55.260(c) Allows the state to prosecute fraudulent ou
of-state sales of Alaskan oil, gas, mining rights and other
interest in Alaskan land or mineral production rights.

f
Section 5
Provides for an immediate effective date.
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State 0r Alaska
OFnee sF THE QOVEONQH
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February 18, 1987

The Honorable Ben Grusser.dorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, 1 am transmitting a bill_to amend the penalty
provisions of the Alaska Securities Act.

The bill provides that the administrator of securities,
generally known as the director of the division of banking,
securities and corporations, Department of Commerce and
Economic Development, may assess civil fines of up to $5,000
against a person who violates the Alaska Securities Act, and
up to $25,000 if the violations are <cone knowingly or
intentionally. These provisions of the bill are based on
sec. 602(b)(4) of the Revised Uniform Securities Act,
promulgated in 1985 by the National Conference of
Commissioners on Uniform State Laws.

Although current Alaska lav; permits criminal prosecution of
individuals who wilfully violate the Act (AS 45.55.210), by
authorising the departmjnt to assess civil penalties the
state will be able to avoid the substantial time and expense
of criminal investigation and prosecution in many cases. on
a number of occasions, individuals have wilfully violated
the Act and then ignored orders 1issued by the administrator
to stop the practice, because these individuals recognized
that the administrator has no authority to enforce his or
her own orders. Passage of this bill v;ou)d correct this
problem.

It should be noted that the assessment of civil fines is not
without precedent in Alaska. For example, A? 21.09.260 and
T°S 21. 36 .320 provide that the director of the division of
insurance may assess civil fines of up to $25,000 fcr vio-—
lations of the Alaska |Inruran.ee Code. Similarly, I am
proposing Jegir.laticn to provide that the commissioner of
the Department of Revenue may assess a civil fine agair.rt a
person who attempts to obtain permanent fund dividends by
means of fraud.
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Hon. Ben Grussendorf Pace 2
This t>ill represer.tr ¢ valuable tool for the Department of
Commerce anc. Economic Development: to prevent

violations of the AlaskaDccurities Act, and | urge yr.ur
support of it. /



No. 1
STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE . i
Bill Version: HB 143
Publish Date: HOJSE 2/20/87
rfoufst FISCAL DFTAII

Dill/Resolution No.: Anencv Affected: CorriniErcE ~ Econ. Dov . )
Title: An Act assessing civil penalties qrLJBanking. Securities & Corporations
under/ the Alaska Securities Act.

Sponsor: Rules Committee" Components: Consumer <-otection
Requestor: finvprnnr
Date of Request:.

F.XPF.NDITURES/RF.VFNUES : (Thousands of Dollars)

OPERATING FY S6 FY S7 1 FY S3 FY S9 | FY 90 FY 91

PERSONAL SERVICES 1
TRAVEL '
CONTRACTUAL 1
SUPPLIES . | | |
EQUIPMENT 1 1
LANDS; STRUCTURES

GRANTS. CLAIMS i i i i
MISCELLANEOUS 1 | i 1

TOTAL OPERATING -0 - ot o o o -0-

el
[

|l

CAP1TAL -0- 1 =% O -0- i -0- 1 -0-
REVENUE -0 - o o -0 - -0 - -0 -

FUNDING : (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL -U- -U-

POSITIONS

FULL-TIME -0 - o o -0 - -0 - 1 -0-
PART-TIME 1
TrVpP'- \T:V .

——
—— -
— e
—

A N ALYS IS : Attach a separate page if necessary

Edward C. Watkins 465-2521

Banking, securities®” Corporations E:::Ze "November 2U, ly«6

Prepared by:
Division :

Approved by Commissioner: * . Date:
Agencv: Commerce & Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agencytics) page. of 1025 35



ipril 20. 1987

dion,

VvV, Coll.
rrmann,
Martin,
r, Sund,

leve”

ous consent

e adopted?”

April 28, 1987 HOUSE JOURNAL 1021

CSHB 143 (L1C.!

Representative Cruenberg moved and asked unanimous consent
that CSHB  14J(L&C) be considered engrossed, advanced to
third reading and placed on final passage. There being no
objection, it was so ordered.

CSHii 143(L&C) was read the third time.

The question being: "Stall CSHB 143(L&C) pass the House?"
Thr roll was taken with the following result:

CSHB K }(L&C)

Yxag o "3 Adams, Barnes, Boucher, Boyer,
Brown, Cotten, Davidson, Davis,
Donley, Ellis, Frank, Coll,
Cruenberg, Crussendorf, Hanley,
Herrmann, Hoffman, Hudson,
Koponen, Larson, Martin, Menard,
Miller, Navarre, Pearce, Thillips,
Pourchot, Springer, Sund, Taylor,
IMmer, Wallis, Zawacki

Nays: Collins, Furnace, Pettyjohn,
Rieger, Shultz

Excused: L*alo, 5wackhammer

Absent:
And so, CSHB 1A3<L&C) passed the House.
Representative Cruenberg moved and asked unanimous consent
that the roll call on the passage of the bill be considered

the roll call on the effective date clause. There being no
objection, it was so ordered.

CSHB  1A3(U&C) was referred to the Chief Clerk for
engrossment.

UNFINISHED [IUE INESS
HB 230

The Speaker waived the Judiciary Committee referral on the
following at the request of the Ch.uinjn:

HOUSE BILL NO. 230
"An Act relating to the premium tax on certain
insurers."”

HB 230 was sent to the Finance Committee.
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Tim:

Attached is a status report of all bills in the Labor & Comir-"rce
committee as of the end of the regular session.

It looks to me that the only bill that is currently in the Labor &
Commerce committee that might possibly come no during the special
session is HB 156, the Motor Fuel Tax increase.

We previously heard the bill on May 13, 1987 and Transportation
Commissioner Hickey testified. Committee staff was directed to check
with the congressional delegation regarding the outlook for
Congressional approval of an increase in the federal motor fuel tax.
Senator Eliason made the request with the idea of reducing any in—
crease in the state fuel tax by one-half cent for each cent the
federal tax 1is increased. A copy of language that would achieve this
result is attached to this memo.

In general, that inquiry determined that the likelihood of an increase
in the tax on the federal level was not great chis year.

Commissioner Hickey indicated to me by phone lote in the session that
the administration could support Senator Eliason"s suggestion this
year but would have to reserve judgment on the matter for the 1988
session.

The committee member®s files on HB 156 are included with this memo, as
is the bill.

I have hooked up a recorded message to the phone indicating that the
Juneau office will be closed until July 1 for the special session and
to please call Anchorage.

When you arrive in the office, simply unplug the phone line hooked up
to the machine, and the power cord. The phone will then be back to
normal.

I figure we can survive without a recording fromthe end of the
special session to July 8th when | return.

Thanks again for letting me go through with my vacation plans. Happy
legislating.

IfT for some reason the scope of the session were to widen beyond the
revenue and spending measures identified by the Governor, 1 could hop
on the plane and be back here in a day.

Indiana contact phone (in laws) 812-835-3591

MARK
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Amendment; to CSHB 156 (Finance)

* Sec. 4. If the First Session of the 100th Congress
increases the federal tax on the motor fuel taxed at the 16-cent
rate in AS 43.40.010(a) and (b), as amended by secs. 1 and 2 of
this Act, then, on the effective date of that increase, the
16-cent tax is reduced by one-half cent for each one cent by
which the federal tax 1is increased. However, the 16-cent state

tax may not be reduced below 13 cents.

Sent by telecopy to Commissioner Mark Hickey, DOT/PF on 5/14/67
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February 27, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska Con-—
stitution, | am transmitting a bill that increases the high—
way and off-highway motor fuel tax. The taxes on aviation
and marine fuel are not changed.

Current law imposes a ta< of eight cents a gallon for motor
fuel used on highways. AS 43.40.010(a) and (b). This bill
would increase that tax to 16 cents a gallon. Users of fuel
for non-highway purposes currently are entitled to a refund
of six cents a gallon. AS 43.40.030(a). The bill would not
change the amount of this refund; thus, the actual tax on
fuel used for non-highway purposes would be 10 cents a gal—
lon .

It is my intent that the increased revenue from this change

should be used to pay for higllwaV maintenance, whether that
maintenance 1is done by the stfate or

i\yv
'frteve
Governor

\<>



HOUSE FINANCE COMMITTEE
LETTER OF INTENT

CSHB 156 (Fin)"

It is the intent of the legislature in passing HB 156 that $20.5
million of the revenue generated 1in FY 88 by 1its passage be
appropriated to the Department of Transportation and Public
Facilities. Of this amount, $14.9 million 1is to be used to
restore Tfunding to the highway and aviation component within each
of the Depai .ment"s five maintenance districts, $5.5 million 1is
to be used to restore funding to the Marine Highway System, and
$100,000 1is to be used to establish a task force to review road
maintenance responsibilities and an advisory group to review
operations of the marine highway. These additional monies are
not to be considered one-time add-ons to the DOT/PF budget, but
are to be made available for maintenance and operation and the
marine highway system in all future years.

The $14.9 million 1is to be used to build back each maintenance
district®s funding in the proportion 1in which it has been reduced
from the FY 86 Authorized level, as follows:

Central Region $5 ,722 .300
Interior District $4,715,800
Western District $ 716,500
Southcentral District $1,79 1,500
Southeast Region $1,953,900

This restoration of funds will allow the State to enhance its
current level of ,.aintenance on roads and at airports throughout
the state 1in FY 88, and should obviate the need for transfer of
road maintenance responsibilities to local governments. It is
the intent of the legislature that no such transfer of mainte—
nance responsibilities occur until the task force established to
review these responsibilities has completed 1its work, or until
mutually agreed to arrangements with 1individual communities are
made .

The $5.5 million 1is to be used to reduce the times in which
communities would be without marine highway service during the
winter periods and to increase Southeast mainline service, and 1is
to be allocated as follows:

Southeast System $4 ,500 ,000
Southwest System $ 500,000
Critical Service Losses $ 500,000

The $100,000 1is to be used to establish a task force to study
road maintenance responsibilities and an advisory group to study



Letter of Intent
CSHB 156 (Fin)

marine highway operations, and 1is to be allocated as follows:

Road Responsibility Task Force $ 81,500
Marine Highway Advisory Croup $ 18,500

It is the intent of the legislature that the road responsibility
task force be comprised of representatives of DOT/PF, local
governments, unorganized areas, and user groups. The task force
is toreview the feasibility of transferring the responsibility
of directmaintenance on certain routes from the state to local
governments. It is the intent of the legislature that the task
force examine reasonable and equitable funding sources for
maintenance activities, 1including a review of the motor fuel tax
and of the existing road service account in the state®"s revenue
sharing program. The task force shall also study the issues of
road ownership, liability, and the tranrfer of equipment and
employees.

It is the intent of the Ilegislature that the marine highway
advisory group be comprised of representatives of DOT/PF and
communities served by the marine highway system, and individuals
having expertise 1in marine highway operations. The advisory
group 1is to review the operation of the marine highway systenm,
including schedules and tariffs, management, and planning and
construction of facilities, for cost efficiencies and 1increased
revenue generation capabilities.

ft Ts~T+re-mtenl_of the legislature that the road responsibility
task force and the martne-hi-ghwayadv isory group report their

findings and recommendations to the TegrsH-atujifi*by the 10th day
of the second session of the 15th Alaska State Legislature.

Al Adams, Chairman
House Finance Committee

Amendment adopted in the House to the House Finance Letter
of Intent on May 6, 1987:

It is the intent of the legislature that an interim
legislative overview committee be established to review the
Department of Transportation and Public Facilities
federal-aid project selections so as to ensure fair and
equitable distribution of federal-aid funds throughout the
state; to monitor progress of the capital project clean-up
by the DOT/PF; and to monitor the road responsibility task
force and marine highway advisory group®s research.

It is the intent of the legislature that the road
responsibility task force, marine highway advisory group and
the legislative overview committee report their findings and
recommendations to the legislature by the 10th day of the
second session of the 15th Alaska State Legislature.
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Amendment to CSHB 156 (Finance)

* Sec. 4. If che First Session of the 100th Congress
increases che federal tax on the motor fuel taxed at the 16-cent
rate in AS 43.A0.010(a) and (b), as amended by secs. 1 and 2 of
this Act, then, on the effective date of that increase, the
16-cent tax 1is reduced by one-half cent for each one cent by
which the federal tax 1is increased. However, the 16-cent state

tax may not be reduced below 13 cents.

Sent by telecopy to Commissioner Hark Hickey, DOT/PF on 5/14/87



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: CSHB 156(Fing

30/87

REQUEST; Publish Date: HOUSE A/
Revision Date: ~ 4/27/87 ;

Tide:  An Act Increasing the é%eﬂsyAf\f/egtfidoUsDOT/PF
motor fuel tax _

Sponsor: Governor . Components :  Various
Requestor. House Finance

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES 8756.4 8756.4 8756.4 8756.4 8756.4
TRAVEL 167.2 13777 137.7 13/7.1/ 137, 1
CONTRACTUAL byoo.b 6831 .1 6831 .1 bbJl .1 b8 31 . i
SUPPLIES 4167.5 4166.3 4166.5 4i60b .5 41bb . >
EQUIPMENT 8.3 8.3 8.3 8.3 8.3
LAND <cSTRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 500.0 500.0 500.0 oUl.u duu.U
TOTAL OPERATING 20500.0 20400.0 20400.0 20400.0 =>0400.0

CAPITAL

REVENUE 2475.0 2475.0 2475.0 2475.0 2475.0

FUNDING: (Thousands of Dollars)

GENERAL FUND pGSo00.0 1j 407 .J :0400.0 204UU.U 20400.0
FEDERAL FUNDS

OTHER

1T7TAL 20bUU. U 2U4UUVU 2U4UU.U 2UTO00.U 20400.U
POSITIONS:

FULLTIME 100 100 100 Loo =100
PART-TIME (32) (32) (32) . 32) (32)
TEMPORARY

ANALYSIS : (Attach a separate page ifnecessary)

See attached for detail. Except for the costs of developing
the program for road maintenance it is assumed that future year
costs will be equa.l"ito the FY 88 level.

J "B lIn”
Prepared by : Al Adams_ PhOne . 465-3706__
Division: Chairman, House Finance Committee n,,. 4727/87
Approved by Commissioner: Date:

Agency:

Distribution (by preparer):
Ugislauve Finance
Legislative Sponsor
Requestor
Office of Management and Budget _
Impacted Agency(ics) page = - of -2 _
Senate Secretary



No. 4

CSHB 156 (Fin)
4/30/87

Analysis of Proposed Expenditure

The proposed notar fuel tax will generate $33.6 million of which
approximately $2C million will result from fuel consumed on the highway
system. Of the total, $20.5 million is proposed for use in the
maintenance and operations of our transportation system as follows:
(1) $5.5 million will be made available to the Alaska Marine Highway
System (AMHS); (2) $14.9 million for the Highways and Aviation components;
(3) eighty one thousand and five hundred dollars for a task force to review
responsibilities and highway maintenance, and (4) eighteen thousand five
hundred for an advisory group to review operation of the AMHS.

Highways and Aviation

The funding for the Highways and Aviation components wcx Id be used to bring
the funding level for the five districts to approximately 85% of the FY86
general fund authorized levels, assuming acceptance of our current toll
proposal for the Dalton Highway and excluding the 10% salary reduction in
the Governor®"s Revised Budget. A review of recent funding for the Highway
and Aviation Maintenance components reveals that the 1386 level was the
only year in which funding approached the levels we feel are adequate for
maintenance on a long-term basis. Therefore, we chose 1986 as the base
year and allocated the increased funding so that each district"s funding
was an equal proration of the reduction from FY86 funding levels. It mist
be remembered that even after addition of $3.9 million available from
conversion of the Dalton to toll funding and $14.9 million from the motor
fuel tax, the general fund for FY88 for maintenance activities will still
be approximately $9 million less than it was in 1986.

The specific additions to each Highways and Aviation component would be as
follows:

Central Region $5,722,300
Interior District 4,715,800
Western District 716,500
Southcentral District 1,791,500
Southeast Reqgion 1,953,900

$14,900,000

A chart detailing the line item btrak cut of this funding for each mainte—
nance district and marine highways is attached. This chart also shows the
personnel increases in each component.

This funding would allow full reinstatement of all proposed service
reductions (except elimination of the toll) in the FY88 Budget. It would
also provide approximately $8.8 million toward improvement of the service
being provided in the current year under the FY87 Revised Budget. Earlier
this year the department estimated that an additional $5.4 million would
be required above the FY87 Revised levels just to provide the normal snow
and ice control services. Funds allocated to the Highways and Aviation
components will continue to be available for contract maintenance with
local governments.

Page 2 of 5



No. 4
CSHB 156 (Fin)
4/30/87

Alaska Marine Highway System

The $5.5 million addition to the Alaska Marine Highway System would be used
to reduce the times in which oaminities would not have service during the
winter periods, as well as increase Southeast mainline service. These funds
would be allocated as follows: (1) Southwest System $500,000; (2) Southeast
System $4,500,000; and (3) $500,000 far other increases to address other
critical service losses as they become known.

These increases, when oombined with certain lay up scheduling changes,
would provide for at Ileast once a week service for Cordova throughout
the year. This would be accorrplished by delaying the overhaul for the
M/V Tustumena until the March/April period, using the M/V Tustumena for
winter service to Cordova, and bringing the M/V Bartlett back into service
early, when the M/V Tustumena 1is 1in overhaul. This 1increase in service
would generate approximately $75,000 in revenue.

In the Southeast System, these funds would be used to reduce the period
when there would only be one mainliner in operation to the month of April.
The use of the M/V Chilkat would be reduced and the increased operating
time for the M/V Taku, (6 additional months) would be used for mainline
service, as well as the provision of service to Hollis. There would be a
need to install an additional dolphin in Hollis to allcw the M/V Taku to
serve that port. There would also be minor adjustments 1in service time
and schedules on other vessels.

The utilization of the one mainline vessel currently 1in the Governor®"s
budget on the Seattle instead of the Prince Rupert route would generate
approximately $1.2 million in revenue. The additional authorization
of $4,500,000 for 1increasM vessel operation would also provide
approximately $1.2 million in additional revem®. Until the specific use
is identified for the $500,000 which 1is unspecified the revenue potentials
from this expenditure cannot be identified.

Road Maintenance Responsibilities

It is expected that the review of maintenance vresponsibilities will
include the use of a task force comprised of representatives of political
subdivisions and unorganized areas. The purpose of this committee would
be to examine highway maintenance responsibilities and would include an
examination of funding sources for maintenance activities. This group
would need to meet approximately 4 times during the project.

It is expected that the development of the base data, interaction with the
locals, and preparation of a formal road maintenance program would require
the full time efforts of a project position or professional services
contractor, plus additional consultant assistance, for about 5.5 months.

Page 3 of 5
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The estimated cost for the preparation of this prvgram is as follows:

Travel for task force (4 meetings, 8 members, 2 staff)
Travel (4 meetings) X (10 attendees)

X (%350 average per ticket) $14,000
Per Diem (4 meetings) X (10 attendees) X (2 days each)

X ($80 average per diem) 6,400
Project manager additional travel 4,000
Project manager/consultant assistance

(5.5 months &$7500 per month) 41,250
Legal assistanco/special mapping and graphics services 12,850
Other contractual services - advertising,telephone,printing 2,000
Commodities 17000

$81,500

Alaska Marine Highway System - Citizen Advisory Carmittee
This group would provide advice and recommendations on all
phases of the operations of the Alaska Marine Highway System.

It is anticipated that the committee would be comprised of
at least 5 members and would meet 5 times during FY 88.

Travel $16,700

Transportation and per diem for $13,500
five Board members

Transportation and per diem for 2,500
AMHS staff to attend Board meetings
(locations other than Juneau)

Contractual Services 2,500

Public Notice Advertising

$18,500

Page 4 of 5



Line ltem
Personal Svcs
Travel
Contractual
Commodities
Equipment

TOTAL

Positions
PFT
PPT

Months

*An additional

£ I° S 3Bs

Position Additions and Line ltem Distribution of Funding From Proposed Motor Fuel Tax

Central Interior Western Southeast Southeast* Southwest* Maintenance Marine
Hwys &  Hwys & Hwys & Southcentral Hwys & Vessel Vessel Task Advisory
Avtn Avtn Avtn Hwys & Avtn Avtn Operations Operations Force Ccmittee
2060.0 1660.3 300.0 780.0 706.1 2925.0 325.0
—- 55.5 16.5 11.5 50.0 4.2 24.4 16.0
2632.3 1750.0 250.0 750.0 947.8 451.0 50.0 56.1 2.5
1030.0 1250.0 = 150.0 250.0 300.0 1067.8 118.7 1.0
——-= --=- -——= ---- -—-- 6.2 2.1 .

$5722.3 $4715.8 $716.5 $1791.5 $1953.9 $4500.0 $500.0 $82.5 $18.5

39 25 4 9 23
-—-- <24> 2 8 <18> ---= — — e
479 252 156 60 111 464 42.5 T -

TOTAL
8756.4

167.2
6900.6
4167.5

8.3

$20000.0

100
<32>

1564.5

$500.0 is also provided which 1is not yet identified to a particular cogponent in the Alaska Marine Highway
System. Tins would increase the total to $20,500.0.

N too
U>as
(OJyec]

00 %o

‘'m) en



No.

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST

Revision Uate:2/10/37

Title: Increasing motor fuel

Sponsor:Governor

Requestor:Rules Committee

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDS 4 STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING

1 SAPFTAf
! REVENUE

FUNDING:
|  GENERAL FUND
| FEDERAL FUNDS
| OTHER

1 TOTAL

POSITIONS:
1 FULL-TIME

i  HART-TIME
TEHPOPAHY

ANALYSIS:

Prepared 3y: Steven E. Kettel

Division: Audit

'Thousands of Dollars)

See attached page.

- ——— -

FY 37

I/

Approved oy Commissioner:
Agency: Department of Revenue

Distribution iby Agency preparing fiscal

Legislative Finance
Legislative Sponsor
Requestor

Office of Management ana Budget

Impacted Agency(ics)
Senate Secretary
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156 (Fin)

ST IS ™™ HOUSE 4/30/87

Agency Affected:Revenue
9RU:Audit

Components:Audit

7.5

note):
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FY 39 FY 90 7Y 91
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1 1 i

i t -1
Phone: m>65-22*3
Sate: 2/10.37
Date:
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No. 5
CSHB 156 (Fin)
4/30/87

fiscal !(ota

Contractual

A Passage of tho draft will require thi3 dRU to revisa and
reprint all tax forma related to motor fuel tax.
These forms include the Motor Fuel Tax Return, Motor
Fuel Reseller Claim for Refund, Motor Fuel Adjustment
Report and the Statute and Regulations Pamphlet. Costs
to revise and print these forms is approximately $5.0.

B. The Department will be required to write regulations
providng rules for the transition period. It is likely that

without regulations large quantities of fuel may be taxed at
the lower rate of eight cents. Public notice of the
regulations and holding hearings will approximate $2.5.

Page 2 of 2
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STATE OF ALASKA 1587 "*".EGISLATIYE SESSION

FISCAL NOTE . . Mt N
BN1 Version: CSHB 156(Fin)
REQUEST Publish Oate: HOUSE 4/30/87
Revision Date; Agency Affected: Revenue
Title: An Act Tncreasing the Motor BRU,
Fuel Tax
Sponsor:  Rules/Governor Components:

Requestor: Rules

EXPENDITURES/REVENUES:  (Thousands of Dollars)
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No. 6

CSHB 156 (Fin)

. 4/30/87
Continuation for Fiscal Note Analysis

Bill:
Analysis:

This legislation raises the tax on motor fuel (gasoline and diesel)
from J.08/gallon to 5.16/gallon. Taxes on marine and aviation fuel uses
remain unchanged. The refund for off-hlghway use (43.40.030) remains at
5.06/gallon which raises the rate for this use from 5.02 to 5.10/gallon.
This analysis assumes an effective date of July 1, 1987 (FY88).

FY 86 1s used as a starting point for this analysis as this Is the
last full year for which data on fuel distributions, refunds and credits

1s available. These assumptions are made:

1. The overall level of economic activity 1n Alaska will probably
decline over the next several years. This note assumes these
declines 1n fuel gallonage (taxable distributions) from the FY86
base year: FY87 (-2%), FY88 (-3X). FY8 (-3%), FY90 (-1%), FY9l
(-1%) and FY92 (-0%).

2. Although fuel prices have fallen since the FY86 base period the
recent Increases 1n crude oil prices,1f malntalned,wlll Increase
future prices for gasoline and diesel. This analysis uses a
price before additional tax of $1.20/gallon for diesel and
51.15/gallon for gasoline to estimate the effects of the
tax-induced price Increase. Price elasticities from national
studies Indicate that the price Increase due to the additional
tax will decrease the quantity of fuel consumed between 4 and
percent. This study uses the 5 percent figure to adjust
gallonages under the proposed legislation.

Page 2 of 2
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Continuation for Fiscal Note/Bi 11 Analysis

CS HB 156 (FIN)

Analysis:

This legist- ion raises the tax on motor fuel (gasoline and diesel)
from $.00/gallon to $.16/gallon. Taxes on marine and aviation fuel uses
remain unchanged. The refund for off-highway use (43.40.030) remains at
5.06/gallon which raises the rate for this use from 5.02 to 5.10/gallon.
This analysis assumes an effective date of July 1, 1907 (FYC8).

FY 06 i1s used as a starting point for this analysis as this 1s the
last full year for which data on fuel distributions, refunds and credits
iIs available. These assumptions are made:

1. The overall level of economic activity in Alaska will probably
decline over the next several years. This note assumes those
declines in fuel gallonago (taxable distributions) from the Fy
06 base year: FY 07 (-2;i), FY08 (-3%), FY 0J (-3%), FY 90
(-1%), FY91l (-15%5) and FY 02 (-015).

2. Although fuel prices have fallen since the FY 06 base period the
recent increases in crude oil prices, if maintained, will
increase future prices for gasoline and diesel. This analysis
uses a price before additional tax of 51.20/gallon for diesel
and 51.15/gallon for gasoline to estimate the effects of the
tax-induced price increase. Price elasticities from national
studies indicate that the price increase due to the additional
tax will decrease the quantity of fuel consumed between 4 and 5
percent. This study uses the 5 percent figure to adjust
gallonages under the proposed legislation.
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fiscal lloto
CD lid 156 (KIN)

Contractual

A.

Passage. of the draft will require this liRiJ to revise and reprint
all tax forma related to motor fuel tax.

Those forms include the ilotor Xuel Tax Heturn, Jotor fuel Reseller
Claim for Kefund, ilotor fuel Adjustment Report and the statute and
Regulations Pamphlet. Costs to revise and print these forms is
approximately C5.0.

The Department be required to write regulations providing
rules for the transition period. It Is likely that without
regulations large quantities of fuel may be taxed at the lower
rate of eight cents. Public notice of the regulations and holding
hearings will approximate v2.il.

Prepared by:

Cloven li. Hottel
Department cl Revenue
Division of Audit
Tiny 12, 1937
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COMMITTEE:

SENATE LABOR AND COMMERCE
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r

| Subject of meeting:

HB 156

PHONE

"All ACT RELATING TO THE MOTOR

FUEL TAX."

REPRESENTING
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FOCUSING ON A FEW
VALIANT WHISTLE-BLOWERS LEAVES ALL BUT THE
MOST CONSCIENTIOUS SCIENTISTS AND
ENGINEERS WITHOUT SUPPORT.

wrongful discharge, saying that her employer had
effectively terminated her responsibilities within the
company. Referring to the Hippocratic oath, Pierce
affirmed that a professional ethic prohibited her
from continuing work on the drug.

The New Jersey Supreme Court acknowledged
that Pierce had acted according to her conscience,
but refused to rule in her favor since she had failed
to demonstrate how her action was based on any
specific legislation, regulation, court decision, or
professional standard. The court said the Hippo-
cratic oath was insufficient to protect her because
“a call of conscience should recognize that other
emlrloyees and their employer might heed a different
Ca I”

In many other cases, individuals who speak up
about hazardous conditions are singled out for pu-
nitive transfers, demotions, or dismissal. Further-
more, legal protections arc.fragm.entaay and even
counterproductive, at times imposing additional re-
prisals on the individuals they arc meant to protea.

The evidence on the effectiveness of corporate or
agency internal mechanisms is less clear, mainly be-
cause reporting procedures are new. Yet it is appar-
ent that in almost every case, two factors weaken
the cffeaivcness of public and private procedures to
E.rowd.e more visibility for disputes over dangers.

irst, individual empl%ees arc not always willing to
use the ,P_rocedures. ne second factor compounds
the s_|?_n| icance of the first: top management Is often
unwilling to reverse decisions made at lower levels.

Professional support for whistle-blowers is simi-
larly well intentioncd but insufficient. Societies have
honored individual conscientious scientists and en-
gineers, but focu_smg on a few heroes leaves all but
the most determined and courageous proL.sionals
without support. _

For these reasons, many groups arc moving be-
yond publicizing heroic individuals to foster formal
mechanisms to review dissident claims. Stephen H.
Unger, president of the Institute for Electrical and
Electronics Engineers (IEEE) Society on Social Im-
pacts of Technology, has written, *If technology is
to be used in a beneficial tanner, the conditions
under which engineers operate must be changed.. ..
Decision makers cannot be allowed to overrule en-
gineers' professional judgments in a peremptory

ROSEMARY CHALK n a writer and consultant on technology and
totrely. She isa member of the board of admen of the Goverriment
Aetountabiliry I'to/ecl, ; Washington, 0.C,-bated resource tenter for

whistle-blowers,
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manner. It should not, for example, require heroic
behavior to call attention to a situation in which
human lives arc jeopardized by faulty engineering."

Internal Mechanisms

In their search for internal methods to document and
prevent dan%erous situations, the supporters of whis-
tle-blowers have found common interests with man-
agers concerned about the costs of correcting
mistakes. Recognizing that experts will disagree on
the significance of uncertain hazards, managers are
exploring alternative channels through which em-
ployees could express dissident opinions about prod-
uct safety and integrity to senior officials.

Harvard Business School professor David EwinE,
who is studying workplace systems that entitle work-
ers to hearings when a conflict arises, says perhaps
five companies had such guidelines before 1981. To-
day, almost 50 companies have adopted them. While
direct expenses for these mechanisms arc often triv-
ial, the real cost lies in the amount of time and at-
tention senior executlves.s,oend to assure that lower-
level managers do not stifle constructive criticism.

Monsanto has been one of the earlg proponents
of in-house whistle-blowing, motivated in part by a
1976 Food and Drug Administration decision to ban
a plastic beverage bottle that had cost over S100
million to develop. To eliminate future surprises, the
company established an early-warning system. Ac-
cording to Ewing, Monsanto relies upon .nside and
outside e.errts to serve asdevil's advocates in "tech-
nology risk reviews.” Once a hazard has been iden-
tified, management seeks a means to avoid it. If one
is not found, product development is stopped.

Monsanto's experience with the herbicide
Roundup shows how effective this internal review
is. Researchers first formulated the Froduct as a salt
that under certain conditions could form nitroso
compounds. The risk-rcvicw experts discovered that
at least one of these compounds had proven carcin-
ogenic in animal tests. The company's research team
went back to the laboratory and developed a produa
that would not form a nitroso compound,

The January 1986 explosion of the Challenger
shuttle emphasized the federal government’s need to
expand its own internal mechanisms for avoiding
dangerous situations. In its review of the circum-
stances leading to the explosion, the Rogers Com-
mission expressed shock that higher NASA officials
had never heard key technical disputes before the



One of the engineers respon-
sible for the cleanup follow-
ing the 1977 accident at
Three Mile Island (TMI),
Richard D. Parks was first
assigned to the project in
June 1980. In May 1982 he
became a senior engineer at
Bechtel, the prime contrac-
tor for the cleanup. Pan of
his job was to ensure that
equipment complied with
federal and plant safety reg-
ulations.

In the fall of 1982 Parks
loined the head lift task
force, a group of engineers
and managers from Bechtel
and the operanng utility,
GPU Nuclear. This group
would plan the removal of
the reactor vessel's 170-ton
lid. He became concerned
about a crane needed for the
task: if it dropped the
shields or reactor vessel,
contaminated materials
might be released. The
CTane, weighing about 400
tons, had been repaired fol-

RICHARD D. PARKS

lowing the
accident.

Parks be-
lieved that
Bechtel was vio
Lung procedures
and taking safety shortcuts
to reduce delays and costs.
In particular, Bechtel wanted
to combine mandated per-
formance tests with the ac-
tual cleanup operation. The
company’s managers sug-
gested that the crane lift five
heat shields, each weighing
about 40 tons, as part of the
qualifying load tests for the
head lift. Nuclear Regula-
tory Commission (NRC) of-
ficials gave the go-ahead to
this approach, but Parks and
others refused to approve
the use of the crane for the
170-ton lift.

The complaints delayed
the head lift, but in mid-
February 1983, after Parks
had disagreed internally
with the company's handling
of the crane issue, Bechtel

suddenly re-
moved him
from many
of his key du-
ties. Parks went
public with his dis-
sent, and a week later
Bechtel suspended him, fir-
ing him one month later.

Congressional inquiries
and a review by the NRC
Office of Invesngations fol-
lowed. In September 1983,
the NRC report criticized
the shortcuts adopted by
Bechtel and the failure of
GPU to responsibly monitor
its contractor's work per-
formance. NRC fined GPU
almost 560,000 for harass-
ing Parks. Currently the util-
ity is appealing that
decision.

Parks also filed a claim
with the Department of La-
bor (DOL) under the em-
ployee-protection clause of
the Energy Reorganization
Act, alleging that his supe-
riors had harassed him for

raising safety concerns. In
May 1983 the DOL ordered
Bechtel to reinstate Parks in
his former position, and to
let him resume his responsi-
bilities for the cleanup.
Bechtel did so, but soon
transferred him. Parks was
ultimately laid off, but nego-
tiated a settlement with
Bechtel after filing a civil
suit against the company.

In May 1986, the IEEE
Society on Social Implica-
tions of Technology gave
Pjrks an award for out-
standing service in the pub-
lic interest. Part of the
citation reads, "Richard
Parks followed his best engi-
neering judgment and acted
from his sense of engineer-
ing responsibility, knowing
that he risked his chosen ca-
reer. His courageous adher-
ence to the highest standards
of professional ethics de-
serves the respect and admi-
ration of the engineering
profession.”



Following the tragic explo-
sion of the Challenger shut-
tle in January 1986,
investigators revealed that
several Morton Thiokoi en-
gineers had questioned the
adequacy of the booster
rockets' performance at low
temperatures. Roger Boisjoly
{"gn), seal specialist at
Thiokoi, and Alien Mc-
Donald [left), manager of
the solid rocket motor pro-
gram, had argued for many
months with upper manage-
ment about the criteria used
to test the joints and gaskets
that caused the explosion.
The engineers became
even more concerned the
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day before

the shuttle

launch, when

unusually cold

weather was pre-

dined. Fourteen Thiokoi
engineers "fought like hell
all day to get permission for
a presentation to NASA,"
an anonymous senior engi-
neer later told reporters.
That evening, mid-level
NASA officials and the
Thiokoi engineers revicwel
the effens of low tempera-
ture on the gaskets. All 14
engineers and 4 other
Thiokoi employees recom-
mended postponing the
launch.
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NASA of-
ficials Larry
Mulloy and
George Hardy
challenged the rec-
ommendation. Mulloy,
the manager of booster pro-
grams, questioned the engi-
neers' technical judgment,
and Hardy, Marshall's dep-
uty director for science and
engineering, said the recom-
mendation "appalled” him.
Hardy later explained that
he is “likely to probe and
sometimes even challenge
either a pro position or a
con position. The objective
of this is just simply to test
the data, test the degree if

understanding.” Thiokol’s
management reversed the
initial recommendation for a
postponement.

Roger Boisjoly testified
five nmcs before investigat-
ing agencies—four times at
the Rogers Commission and
once at the House Science
and Technology Committee.
Partway through his testi-
mony, Morton Thiokoi re-
assigned him. Following in-
tense criticism of this move,
Boisjoly was reinstated in
his position, but his respon-
sibilities were altered. He is
now on long-term disability
leave and is suing his em-
ployer and NASA.



RECENT STUDIES SUGGEST
THAT THE WHISTLE-BLOWING CASKS RECEIVING
MEDIA ATTENTION ARE A SYMIUOM
OF DEEI DISSENT.

stren?thening the rights of whistle-blowers isa "Na-
tional Employee Protection Act"— one that would
Brotect all emploYees. Modx« | legislation, proFosed
by GAP, would allow people to sue their employers
if reprisals occur and would establish a two-year
period within which they may initiate such actions.

In the Public Interest

In the absence of uniform legislation, GAP and oth-

ers concerned with strengthening the legal structure
for employee rights must rely upon the complicated
tangle of existing complaint procedures. Formed in
1977, GAP provides a range of services. Teams of
lawyers and students investigate and evaluate claims
of retaliation, and assist in prosecuting the mos' sig-
nificant cases. In addition, GAP's Kohn has authored
alitigation manual Protecting Environmental & Nu-
clear Whistle-blowers to aid whistle-blowers and
their attornegs. . _ _
GAP has been involved in over one-third of the
almost 300 cases brouqht under federal environ-
mental whistle-blower laws since 1980, most of
which have been filed in recent years. Since 1985,
GAP attorneys have won four cases outright, and
they have contributed to significant victory through
amitus presentations in two other eases. GAP is rep-
resenting Fitzgerald and other air force civilian em-
ployees who have refused to sign a new government
order prohibiting unauthorized disclosure of classi-
fied or "classifiable" information. GAP is also as-
sisting computer engineer Pat Crosb¥ in I|_t|gat|on
against Hughes Aircraft in the first dcfense-industry
wrongful-dischargc ease. The attorneys have settled
19 eases out of court with monetary payments to-
taling over §700,000; 25 other settlements have re-
sulted in reinstatements or positive job references,
GAP publicizes eases through extensive media
contacts. It recently assisted 60 Minutes in exposing
corruption in the U.S. Department of Agriculture’s
mcat-inspection division, More than 70 inspectors
had contacted the orqanlzatlon, concerned that re-
laxed regulations no longer required chickens con-
taminated with feces to be trimmed—an action
needed to kill some bacteria, including salmonella.
As a result of the publicity, Congress is reviewing
meat-inspcction regulation amidst allegations that
senior USDA officials are guntF of corrupting the
inspection program through political appointments
and rclaxeJ contamination standards. Ironically, the

M JANUARY *11

public attention has also fostered forced lay-offs and
re-assignments of msFectors. Many of these reprisals
have been successfully resisted, though. .
Professional associations have also increased their
activity on behalf of whistle-blowers. They have sent
witnesses to job-discrimination hearings and have
published reports of WhIS'[|e-b|QWIr]P incidents. Var-
lous symposia sponsored by scientific and engineer-
Ing societies, most notahly the American Association
for the Advancement of Science (AAAS) and IEEE,
have highlighted the reprisals and other problems
selected individuals have encountered. o
In 1982, the AAAS presented its annual scientific
freedom and responsibility award to Morris Baslow,
a whistle-blower who revealed that his employer, a
small consulting firm under contract to Con Edison,
had withheld scientific data about adverse environ-
mental effects during government regulatory hear-
ings. Similarly, the Institute for Ele'trical and
Electronics Engineers recognized the efforts of Rich-
ard Parks, an engflneer who exposed Wrongdomg in
the Three Mile Island cleanup (see sidebar, page 52).
On the whole, however, professional support for
scientists or engineers who experience retaliation has
been inconsistent. Professional groups lack hoth ex-
ﬁerlenpe and access in handling individual -uses and
ave limited resources for investigating and evalu-
ating conflicting or ambiguous claims. More impor-
tant, association members often remain divided
about the appropriate role for professional groups
hn defending employees who challenge management
ecisions.

Ending the Nc.d for Heroes

One reason for the ambivalence among professionals
may be the widespread and continuing belief that
problems arc related more to the personalities of
Individuals than to a basic conflict between profes-
sional and managerial practices. To determine how
often technical employees encounter situation* that
violate professions’ integrity, the Educational Fund
for Individual Rights, a nonprofit firm directed by
Columbia University professor Alan Wcstin, con-
ducted a major study in 1983.

‘Through ﬂhone and mail surveys, the study team
discovered that 12 percent of respondents "reported
that, in the past two years, they have been in situ-
ations in which they voiced objection to, or refused
to participate in, some work or practice because it
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HOUSE LABOR AND COMMERCE COMMITTEE e

ALASKA STATE LEGISLATURE RO. ROX V,JUNEAU 998l % C>
107) 465-3692

January 22, 1988

MEMORANDUM

To: Senator Tim Kelly, Chair
Senate Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Request for hearing on HB 168

I am writing to request a hearing before the Senate Labor and
Commerce Committee on HB 168, the "whistleblower bill".

HB 168 was introduced by the House Labor and Commerce
Committee. It passed each of its House Committees and the
House Floor by a wide margin. Our Committee would appreciate
it greatly if you could schedule HB 168 for a hearing at your
earliest convenience.

Please call me or Ginger Bairn at 4954 if you have any
guestions or need additonal information.



Alaska State Legislature

Representative Niilo Koponen
542 4th Avenue, Suite C
Fairbanks, Alaska 99701
(907) 456-8161

Pouch V
Juneau, Alaska 99811
(907) 465-4992

10 March 1988

Senator Tim Kelly
Capitol Room 101

Dear Senator Kelly:

Enclosed is a recent article by Rosemary Chalk entitled, "Making the World
SAFE for Whistle Blowers." | would like you to enclose this article in HB
168's back-up.

As you are aware of, HB 168 passed the House floor by a vote of 38-1. |
look forward to participating inyour Committee hearing on HB 168.
The enclosed article confirmstheimportance of passing legislation in this

area.
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
"FISCAL NOTE

Bill Version CSHB 172 (IL&C?
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Sponsor!House Labor & Commerce Components All

Requestor:
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Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 177 (2d L&C)

3] IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

51 A BILL

6  For an Act entitled: "An Act relating to workers®™ compensation; and pro-—
! viding for an effective date."

8 BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

9 *Section 1.LEGISLATIVE INTENT. (a) It is the intent ofthe legisla—
ture that AS 23.30 be interpreted so as toassure thequick,efficient,

11 fair, and predictable delivery of indemnity and medical benefits to injured
12 workers at a reasonable cost to the employers who are subject to the pro-

13 visions of AS 23.30.

14 (b) The legislature declares that the workers® compensation laws must
> not be construed by the courts in favor of any party. It is the specific
% jntent of the legislature that workers®™ compensation cases be decided on
Y their merits, except when otherwise provided by statute. It is also the
8 jntent of the legislature that the board possess the greatest possible
19 authority in the exercise of its fact finding responsibilities and that the
2 board®s decisions be conclusive unless the court finds that a reasonable
21 personcould not have reached the conclusion made by the board.

22 (c) It is the intent of the legislature 1in amending AS23.30. 175
23 regarding benefits payable to recipients not residing in the state to

24 (D recognize the levels of workers®™ compensation benefits
25

brought about by the high cost o* UlivinR that exists in the state 0s com—

26 pared to other localities}

27 (2)increase the incentives to return to work} and
28 (3) remove obstacles to the utilization of vocational rehabili—
29

tation that may be brought about by the payment of workers®™ compensation

-1- SCS CSHB 177C2d L&C)
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benefits at the high levels provided by the Alaska workers®™ compensation
law to individuals residing iIn localities with living costs lower than
those iIn Alaska.

((0)) It is the iIntent of the legislature to encourage employers
improve safety practices iIn the workplace and to use iIimproved safety prac—
tices to reduce work related injuries.

* Sec. 2. AS 23.30.005(h) 1is amended to read:
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(¢) The department shall [MAY] adopt [IDENTICAL] rulles for all
panels, and procedures for the periodic selection, retention, and re—
moval of rehabilitation specialists or physicians under AS 23.30.041
and 23.30.0S5. and shall [MAY] adopt regulations to carry out the
provisions of this chapter. Process and procedure under this chapter
shall be as summary and simple as possible. The department, the board
or a member of i1t may for the purposes of this chapter subpoena wit- |

nesses, administer or cause to be administered oaths, and may examine

or cause to have examined the parts of the books and records of the
parties to a proceeding that relate [WHICH RELATED] to questions in
dispute. The superior court, on application of the department, the
board or any members of it, shall enforce the attendance and testimony
of witnesses and the production and examination cl papers, a=l
records.
Sec. 3. AS 23.30.020 is amended by adding a new subsection to read:
((9)] An employee who knowingly makes a false statement as to
employee § physical condition on an employment application or preeo-
ployment questionnaire may not receive benefits under this chapter if
@ the employer reliod upon the Tfalse representation and
this reliance was a substantial factor iIn the hiring; and
@ there was a causal connection botween the Talse rep—

resentation and the iInjury to the employoo.

SCS CSHB 177(2d LiC) -2 -
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* Sec. 4. AS 23.30.025 is amended by adding a new subsection to read:

(© An iInsurer extending coverage required under this chapter by
specifying Alaska iIn the other states section or similar provision of
the insurance policy shall provide notice to the department under
AS 23.30.085.

* Sec. 5. AS 23.30.030 is amended by adding a new paragraph to read:

¢S] An annual iInsurance premium that exceeds $2,00(

paid on an installment basis of not fewer than two payments, I1f re—
quested by the insured. Premiums paid by installment must be struc—
tured to reflect seasonal peaks In the basis of the premium. The
insurer shall iInclude this provision iIn the iInsurance policy iIn a
manner that clearly informs the iInsured of the provision.

* Sec. 6. AS 23.30.040(b) 1is amended to read:

© I¥f an employee suffers a compensable injury that results
temporary total disability, temporary partial disability, permanent
partial disability, or permanent total disability, the employer or
insurance carrier shall contribute to the second iInjury fund. The
contribution shall be made annually at the time of the report Ffiling
required bv AS 23.30.155fm) (BY ONE YEAR FROM THE DATE OF THE INJURY
OR ON TERMINATION OF THE EMPLOYEE®S CLAIM, WHICHEVER 1S SOONER. IF
THE CLAIM 1S NOT TERMINATED WITHIN ONE YEAR, SUBSEQUENT CONTRIBUTIONS
SHALL BE MADE YEARLY UNTIL THE TERMINATION OF THE EMPLOYEE®"S CLAIM).
The amount of the contribution is the product of the compensation to
which the employee is entitled for temporary total disability, tempo—
rary partial disability, permanent partial disability, or permanent
total disability and the applicable contribution rate set out in
column A of this subsection. Payment need not be made to the second
injury fund if the total contribution undei this subsection is less
than $20. By Decomber 15 of each year the commissioner shall

-3- SCS CSHB 177(2d LtC)
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determine and make available to the public the applicable contribution

rate for the following calendar year according to the reserve rate of

the second injury fund
Column A

Second Injury Fund

Contribution Rate At Least But Less Than

(Percent) (Percent) (Percent)
6 0 50
5 50 75
4 75 100
3 100 125
2 125 150
1 150 175
0 175

* Sec. 7. AS 23.30.040(h) 1is emended to read:
(®) Administration expenses of the state under this section a

in column B of this subsection:

Column B

Reserve Rate

AS 23.30.205 must [SHALL] be paid from the second

fund.

* Sec. 8. AS 23.30.041

Sec. 23.30.041.

iniurv [GENERAL]

is repealed and reenacted to read:

REHABILITATION OF

INJURED WORKERS. @ The

board shall select and employ a reemployment benefits administrator.

The board may authorize the administrator to select and employ addi—

tional staff. The administrator is iIn the partially exempt service

under AS 39.25.120.

G The administrator shall perform the following functions:

(@) enforce regulations adopted by the board to implement

this section;

() recommend regulations Tfor adoption by

establish performance

SCS CPHB 177(2d L&C)
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specialists;

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

@ review on an annual basis the performance of rehabili—
tation specialists to determine continued eligibility for delivery of
rehabilitation services;

(5) submit to the department, on or before January 1 of
each year, a reoort of reemployment benefits provided under this
section for the previous fiscal year; the report must include a gener—
al section, sections related to each rehabilitation specialist em—
ployed under this section, and a statistical summary of all reha—
bilitation cases, including

(A the estimated and actual cost of each active
rehabilitation plan;

B the estimated and actual time of each rehabilita—
tion plan;

© a status report on all individuals completing or
terminating a reemployment benefits program including a return to
work date;

O the cost of reemployment benefits;

@) maintain a list of rehabilitation specialists who meet
the qualifications establ ~hed undar this section;

(7)) promote awareness among physicians, adjusters, iInjured

workers, employers, employees, attorneys, training providers, and
rehabilitation specialists of the reemployment program established in

this subsection.

© IT an employee suffers a compensable iInjury that may pern

nently preclude an employee®"s return to the employee®s occupation at
tho time of iInjury, the omployoo or employer may request an

—5- SCS CSHB 177(2d UC)
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eligibility evaluation for reemployment benefits. The employee shall
request an eligibility evaluation within 90 days after the employee
gives the employer notice of iInjury unless the administrator deter—
mines the employee has an unusual and extenuating circumstance that
prevents the employee from making a timely request. The administrator
shall, on a rotating and geographic basis, select a rehabilitation
specialist from the list maintained under (b)(@® of this section to
perform the eligibility evaluation.

@ within 30 days after the referral by the administrator, the
rehabilitation specialist shall perform the eligibility evaluation and
issue a report of Findings. The administrator may grant up to an
additional 30 days for performance of the eligibility evaluation upon
notification of unusual and extenuating circumstances and the re—
habilitation specialist™s request. Within 14 cays after receipt ofF
the report from the rehabilitation specialist, the administrator shall
notify the parties of the employee®"s eligibility for reemployment
preparation benefits. Within 10 days after the decision, either party
may seek review of the decision by requesting a hearing under AS 23.-
30.110. The hearing shall be held within 30 days after it iIs re—
quested. The board shall uphold the decision of the administrator
except for abuse of discretion on the administrator®s part.

® An employee shall be eligible for benefits under this sec—
tion upon the employee®"s written request and by having a physician
predict that the employee will have permanent physical capacities that
are less than the physical demands of the employee"s job as described
in the United States Department of Labor"s '"'Selected Characteristics
of Occupations Defined iIn the Dictionary of Occupational Titles'" for

@ the employee®s job at the tine of injury; or

(@ other jobs that exist iIn the labor market that the

SCS CSHB 177(2d L&C) -6 -
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employee has held or received training for within 10 years before the
injury or that the employee has held following the injury for a period
long enough to obtain the skills to compete iIn the [1abor market,
according to specific vocational preparation codes as described in the
United States Department of Labor®"s "'Selected characteristics of Occu—
pations Defined iIn the Dictionary of Occupational Titles_"

() An employee is not eligible for reemployment benefits if

(@)) the employer offers employment within the employee™s
predicted post-injury physical capacities at a wage equivalent to at
least the state minimum wage under AS 23.10.065 or 75 percent of the
worker~®s gross hourly wages at the time of injury, whichever is great—
er, and the employment prepares the employee to be employable in other
jobs that exist iIn the labor market;

(€)) the employee has been previously rehabilitated iIn a
former workers®™ compensation claim and returned to work iIn the same or
simillar occupation iIn terms of physical demands required of the em—
ployee at the time of the previous iInjury; or

@ at the time of medical stability no permanent impair—
ment is identified or expected.

@ Within 10 days after the employee receives the adminis—
trator®s notification of eligibility for benefits, an employee who
desires to use these benefits shall give written notice to the em—
ployer of the employee®s selection of a rehabilitation specialist who
shall provide a complete reemployment benefits plan. I¥ the employer
disagrees with the employee®s choice of rehabilitation specialist to
develop the plan and the disagreement cannot be resolved, then the
administrator shall assign a rehabilitation specialist. The employer
and employee each have one right of refusal of a rehabilitation spe—

cialist.

-7 - SCS CSHB 177(2d L&C)
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¢G) Within 90 days after the rehabilitation specialist"s selec—

tion under (@ of this section, the reemployment plan must be formu—
lated and approved. The reemployment plan must include at least the
following:

@ a determination of the occupational goal iIn the labor
market;

@ an iInventory of the employee®s technical skills, phys—
ical and intellectual capacities, academic achievement, emotional
condition and family support;

3 a plan to acquire the occupational skills to be employ—
able;

@ the cost estimate of the reemployment plan, including
provider fees; the amount of tuition, books, tools, and supplies;
transportation; temporary lodging; or job modification devices;

G) the estimated length of time that the plan will take;

®) the date the plan will commence;

() the estimated time of medical stability as predicted by
the physician;

@ a detailed description and plan schedule; and

© a TFfinding by the rehabilitation specialist that the
inventory under (@) of this subsection iIndicates that the employee can

be reasonably expected to satisfactorily complete the plan and perform
in a new occupation within the time and cost limitations of the plan.

() Reemployment benefits shall be selected from the Following
in a manner that ensures remunerative employability iIn the shortest
possible time:

@ on the job training;

@ vocational training;

3 academic training;

SCS CSHB 177(2d L&C) -8 -
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@ self-employment; or
G) a combination of M) - & of this subsection.

) The employee, rehabilitation rspecialist, and the employer
shall sign the reemployment benefits plan. IT the employer and em—
ployee fTail to agree on a reemployment plan, either party may submit a
reemployment plan for approval to the administrator; the adminis—
trator shall approve or deny a plan within 14 days after the plan is
submitted; within 10 days of the decision, either party may seek
review of the decision by requesting a hearing under AS 23.30.110; the
board shall uphold the decision of the administrator unless evidence
is submitted supporting an allegation of abuse of discretion on the
part of the administrator; the board shall render a decision within 30
days after completion of the hearing.

(9] Benefits related to the reemployment plan may not extend
past two years TfTrom date of plan approval or acceptance, whichever
date occurs Ffirst, at which time the benefits expire. IT an employee
reaches medical stability before completion of the plan, temporary
total disability benefits shall cease and permanent Impairment bene—
fits shall then be paid at the employee"s temporary total disability
rate. IT the employee®™s permanent impairment benefits are exhausted
before the completion or termination of the reemployment plan, the
employer shall provide wages equal to 60 percent of the employee™s
spendable weekly wages but not to exceed $525, until the completion or
termination of the plan. A permanent iImpairment benefit remaining
unpaid upon the completion or termination of the plan shall be paid to
the employee iIn a single lump sum. The Tfees of the rehabilitation
specialist or rehabilitation professional shall be paid by the em—
ployer and may not be included in determining the cost of the reem—
ployment plan.

-9 - SCS CSHB 177(2d L&C)
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(@ The cost of the reemployment plan incurred under this sec—
tion shall be the responsibility of the employer, shall be paid on an
expense incurred basis, and may not exceed $10,000.

@ Only a rehabilitation specialist may accept caseassignments
as a case manager and sign eligibility determinations and reemployment
plans. A person who is not a rehabilitation specialist may perform
rehabilitation casework iFf the work is performed under the direct
supervision of a rehabilitation specialist employedin the same Ffimm
and location.

() After the employee has elected to participate iIn reemploy—

10
ment benefits, 1Ff the employer believes the employee has not coop—

u

" erated the employer may terminate reemployment benefits on the date of
s noncooperation. Noncooperation means unreasonable failure to

" ) keep appointments;

s (@ maintain passing grades;

6 (3 attend designated programs;

. @ maintain contact with the rehabilitation specialist;

s (B) cooperate with the rehabilitation specialist iIn devel —
L oping a reemployment plan and participating iIn activities relating to
20 reemployability on a full-time basis;

o @) comply with the employee®s responsib- _it< outlined in
- the reemployment plan; or

» ) participate iIn any planned reemployment activity as
o determined by the administrator.

. ©) Upon the request of either party, the administratc
20 decide whether the employee has not cooperated as provided under @)
.- of this section. A hearing before the administrator shall be held
- within 30 days after it is requested. The administrator shall issue a

2 decision within 14 days after the hearing, within 10 days after the

SCS CSHB 177(2d L&O) -10-
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administrator Tfiles the decision, either party may seek review of the
decision by requesting a hearing under AS 23.30.110? the board shall
uphold the decision of the administrator unless evidence is submitted
supporting an allegation of abuse of discretion on the part of the
administrator; the board shall render a decision within 30 days after
completion of the hearing.

© In this section

@) Tadministrator' means the reemployment benefits admin—
istrator under AS 23.30.041(a);

() “"employability'" means possessing the ability but not
necessarily the opportunity to engage in employment that is consistent
with the employee"s physical status iImposed by the compensable injury;

S ""labor market'" means a geographical area that offers
employment opportunities in the following priority:

(A area of residence;

@B area of last employment;
© the state;

@O other states;

@ ""physical capacities'” means objective and measurable
physical traits such as ability to lift and carry, walk, stand or sit,
push, pull, climb, balance, stoop, kneel, crouch, crawl, reach, han—
dle, Tfinger, TfTeel, talk, hear or see;

() "physical demands'™™ means the physical requirements of
the job such as strength, including positions such as standing, walk—
ing, sitting, and movement of objects such as lifting, carrying,
pushing, pulling, climbing, balancing, stooping, kneeling, crouching,
crawling, reaching, handling, TFfingering, Tfeeling, talking, hearing, or
seeing;

®) ""rehabilitation specialist'” means a person who 1iIs a

-11- SCS CSHB 177(2d L&O)
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certified insurance rehabilitation specialist, a certified rehabilita—
tion counselor, or a person who has equivalent or better qualifica—
tions as determined under regulations adopted by the department;

a) "remunerative employability’”® means having the
that allow a worker to be compensated with wages or other earnings
equivalent to at least 60 percent of the worker®"s gross hourly wages
at the time of iInjury; iIf the employment 1is outside the state, the
stated 60 percent shall be adjusted to account Tfor the difference
between the applicable state average weekly wage and the Alaska aver—
age weekly wage.

* Sec. 9. AS 23.30.055 is amended to read:

Sec. 23.30.055. EXCLUSIVENESS OF LIABILITY. The liability of an
employer prescribed iIn AS 23.30.045 is exclusive and in place of all
other liability of the employer and any fellow employee to the em—
ployee, the employee®s legal representative, husband or wife, parents,
dependents, next of kin, and anyone otherwise entitled to recover
damages from the employer or fellow employee at law or in admiralty on
account of the 1Injury or death. The liability of the employer is
exclusive even iIiFf the employee®"s claim is barred under AS 23.30.-
020(b)e However, i1F an employer TfTails to secure payment of compen—
sation as required by this chapter, an iInjured employee or the em—
ployee"s legal representative iIn case death results from the iInjury
may elect to claim compensation under this chapter, or to maintain an
action against the employer at law or iIn admiralty for damages on
account of the iInjury or death. In that action the defendant may not
plead as a defense that the iInjury was caused by the negligence of a
fellow servmt, or that the employee assumed the risk of the employ—
ment, or that the iInjury was due to the contributory negligence of the
employee.

SCS CSHB 177(2d L&C) -12-
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Sec. 10. AS 23.30.095(a) 1is amended to read:

@ The employer shall Tfurnish medical, surgical, and
attendants or treatment, nurse and hospital service, medicine, crutch—
es, and apparatus for the period which the nature of the iInjury or the
process of recovery requires, not exceeding two years Tfrom and after
the date of injury to the employee. However, i1f the condition requir—
ing the treatment, apparatus, or medicine is a latent one, the two-
year period runs from the time the employee has knowledge of the
nature of the employee"s disability and its relationship to the em—
ployment and after disablement. It shall be additionally provided
that, i1f continued treatment or care or both beyond the two-year
period is iIndicated, the iInjured employee has the right ofF review by
the board. The board may authorize continued treatment or care or
both as the process of recovery may require. When medical care is
required, the iInjured employee may designate a licensed physician to
provide all medical and related benefits. The employee may not make
more than one change iIn the employee®s choice of attending physician
without the written consent of the employer. Referral to a specialist
bv the employee®s attending physician is not considered a change in
physicians [INSIDE THE STATE TO RENDER THE CARE EXCEPT IN CASES WHERE,
IN THE JUDGMENT OF THE BOARD, CARE OR TREATMENT OR BOTH CAN BEST BE
ADMINISTERED BY THE SELECTION OF ANOTHER PHYSICIAN], Upon procuring
the services of a physician, the iInjured employee shall give proper
notification of the selection to the employer within a reasonable time
after Tirst being treated. Notice of a change in the attending physi—
cian shall be given before the change [IF FOR ANY REASON DURING THE
PERIOD WHEN MEDICAL CARE IS REQUIRED THE EMPLOYEE WISHES TO CilANGE TO
ANOTHER PHYSICIAN, THE EMPLOYEE MAY DO SO IN ACCORDANCE WITH REGU—
LATIONS ADOPTED BY THE BOARD].

-13- SCS CSHB 177(2d L&C)
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* Sec. 11. AS 23.30.095(c) 1is amended to read:

(c) A claim for medical or surgical treatment, or treatment
requiring continuing and multiple treatments of a similar nature, is
not valid and enforceable against the employer unless, within 14 days
following treatment, the physician or health care provider giving the
treatment or the employee receiving it furnishes to the employer and
the board notice of the 1injury and treatment, preferably on a form
prescribed by the board. The board shall, however, excuse the failure
to furnish notice within 14 days when it finds it to be 1in the inter—
est of justice to do so, and itmay, upon application by a party in
interest, make an award Tfor the reasonable value of the medical or
surgical treatment so obtained by the employee. When a claim is made
for a course of treatment requiring continuing and multiple treatments
of a similar nature, in addition to the notice, the physician or
health care provider shall furnish a written treatment plan 1if the
course of treatment will require more frequent outpatient visits than
the standard treatment frequency for the nature and degree of the
injury and the type of treatments. The treatment plan must be
furnished to the employer and the employee within 14 days after the
beginning of the course of treatment. The treatment plan must 1include
objectives, modalities, frequency of treatment, and reasons for the
frequency of treatment. If the treatment plan is not provided as
required in this subsection, neither the employer nor the employee may
be required to pay for treatment 1in excess of the frequency standard
established in this subsection. The board shall adopt regulations
establishing standards for frequency of treatment.

* Sec. 12. AS 23.30.095(e) is amended to read:
(e) The employee shall, after an 1injury, at reasonabl

during the continuance of the disability, if requetrcd by the employer

SCS CSHB 177(2d L&C) -14-
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or when ordered by the board, submit to an examination by a physician
or surgeon of the employer®s choice [AUTHORIZED TO PRACTICE MEDICINE
UNDER THE LAWS OF THE STATE IN WHICH THE EMPLOYEE MAY BE FOUND],
furnished and paid for by the employer. The employer may not make
more than one change iIn the employer®™s choice of a physician or sur—
geon without the written consent ofF the employee. Referral to a
specialist bv the employer®s physician is not considered a change in
physicians. An examination requested by the employer not less than 14
days after iInjury, and every 60 days thereafter, shall be presumed to
be reasonable, and the employee shall submit to the examination with—
out further request or order bv the board. Unless medically appropri—
ate. the physician shall use existing diagnostic data to complete the
examination. Facts relative to the iInjury or claim communicated to or
otherwise learned by a physician or surgeon who may have attended or
examined the employee, or who may have been present at an examination
are not privileged, either iIn the hearings provided for in this chap—
ter or an action to recover damages against an employer who is subject
to the compensation provisions of this chapter. IT an employee re—
fuses to submit to an [ANY] examination provided for iIn this section,
the employee™s rights to compensation shall be suspended until the ob—
struction or refusal ceases, and the employee®"s compensation during
the period of suspension may, iIn the discretion of the board or the
court determining an action brought for the recovery of damages under
thi6 chapter, be forfeited. The board In any case of death may re—
quire an autopsy at the expense of the party requesting the autopsy.
An autopsy may not be held without notice TFirst being given to the
widow or widower or next of icin if they reside iIn the state or their
whereabouts can be reasonably ascertained, of the timo and place of
the autopsy and reasonable time and opportunity given the widow or

-15- SCS CSHB 177(2d LtO)
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widower or next of kin to have a representative present to witness the
autopsy. I¥T adequate notice 1iIs not given, the Ffindings from the
autopsy may be suppressed on motion made to the board or to the supe—
rior court, as the case may be.

* Sec. 13. AS 23.30.095(F) 1is amended to read:

() All Tfees and other charges for medical treatment or service
[ARE LIMITED TO THE CHARGES THAT PREVAIL IK THE SAME COMMUNITY FOR
SIMILAR TREATMENT OF INJURED PERSONS OF LIKE STANDARD OF LIVING AND]
shall be subject to regulation by the board but may not exceed usual,
customary, and reasonable fees for the treatment or service iIn the
community iIn which 1t iIs rendered, as determined bv the board. An
employee mav not be required to pav a fee or charge for medical treat—
ment or service.

* Sec. 14. AS 23.30.095(j) 1is repealed and reenacted to read:

() The board may appoint a medical services review committee,
or contract with an existing organization in the state or another
state, to assist and advise the board iIn matters involving the appro—
priateness, necessity, and cost of medical and related services pro—
vided under this chapter.

* Sec. 15. Au 23.30.095 i1s amended by adding a new subsection to read:

((Q9) In the event of a medical dispute regarding determinations
of causation, medical stability, ability to enter a reemployment plan,
degree of impairment, Functional capacity, the amount and effFicacy of
the continuance of or nocessity of treatment, or compensability be—
tween the employee®s attending physician and the employer®s indepen—
dent medical evaluation, a second independent medical evaluation shall
be conducted by a physician or physicians selected by the board from a
list established and maintained by the board. The cost of the exami—
nation and medical report shall be paid by the employer. The report

SCS CSHB 177(2d L&C) ~16-
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of the 1independent medical examiner shall be furnished to the board

and to the parties within 14 days after the examination 1is concluded.

The opinion of the independent medical examiner shall, 1in the absence

of clear and convincing objective evidence to the contrary, be pre—
sumed to be correct. A person may not seek damages from an indepen—
dent medical examiner caused by the rendering of an opinion or provid—
ing testimony under this subsection, except in the event of fraud or

gross incompetence.

Sec. 16. AS 23.30.105(Ca) 1is amended to read:

(a) The right to compensation for disability under this chapter
is barred unless a claim forit is filed within two years after the
employee has knowledge of thenature of the employee®s disability and
its relation to the employment and after disablement. However, the
maximum time for Ffiling the claim in any event other than arising out
of an occupational disease shall be four years from the date of in—
jury, and the right to compensation for death is barred unless a clainm
therefor 1is filed within oneyear after the death, except that if
payment of compensation has been made without an award on account of
the injury or death, a claim may be filed within two years after the
date of the last payment of benefits under AS 23.30.180, 23.30.185,
23.30.190, 23.30.200, or 23.30.215. It is additionally provided that,
in the case of latent defects pertinent to and causing compensable
disability, the injured employee has full right to claim as shall be
determined by the board, time limitations notwithstanding.

Sec. 17. AS 23.30.110(c) 1is repealed and reenacted to rend:

(c) Before a hearing 1is scheduled, the party seekinga hearing
shall file a request for a hearing together with an affidavit stating
that the party has completed all necessary discovery, obtained all
necessary evidence, and is fully prepared for the hearing. An

-17- SCS CSHB 177(2d L&C)
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opposing party shall have 10 days after the hearing request is Tfiled
to File a response. IT a party opposes the hearing request, the board
or a board designee shall within 30 days of the Ffiling of the oppo—
sition conduct a prehearing conference and set a hearing date. I
opposition is not Ffiled, a hearing shall be scheduled no later than 60
days after the receipt of the hearing request. The board shall give
each party at least 10 days* notice of the hearing, either personally
or by certified mail. After a hearing has been scheduled, the parties

may not stipulate to change the hearing date or to cancel, postpone,

or continue the hearing, except for good cause as determined by the
10

board. After completion of the hearing the board shall close the

" hearing record. IT a settlement agreement is reached by the parties
- less than 14 days before the hearing, the parties shall appear at the
" time of the scheduled hearing to state the terms of the settlement
s agreement. Within 30 days after the hearing record closes, the board
s shall TFfile 1i1ts decision. I¥T the employer controverts a claim on a
. board-prescribed controversion notice and the employee does not re—

” quest a hearing within two years TfTollowing the Ffiling of the con—

i troversion notice, the claim is denied.

20 * Sec. 18. AS 23.30.120 is amended by adding a new subsection to read:

” (© The presumption of compensability established Iin (@ of this

- section does not apply to a mental iInjury resulting from work-related
stress.

23

i * Sec. 19. AS 23.30.125 is amended by adding a now subsection to read:

26 (L) Subjoct to an employer®s or employee®s burden of proof,

76 finding of fact made by tho board as a part of a compensation order is

. conclusive unless tho court tfkocifically Tfinds that a reasonable

(arson could not have roachod the conclusion made by the board.

* Sec. 20. AS 23.30.130(a) 1is amended to read:
29
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@ Upon its own initiative, or upon the application of any
party in interest on the ground of a change iIn conditions, including,
for the purposes of AS 23.30.175, a change iIn residence, or because of
a mistake iIn i1ts determination of a fact, the board may, before one
year after the date of the last payment of compensation benefits under
AS 23.30.180. 23.30.185. 23.30.190.23.30.200. or 23.30.215. whether
or not a compensation order has been issued, or before one year after
the rejection of a claim, review a compensation case under [IN ACCOR—
DANCE WITH] the procedure prescribed in respect of claims iIn AS 23.-
30.110. Under [IN ACCORDANCE WITH] AS 23.30.110 the board may issue a
new compensation order which terminates, continues, reinstates, In—
creases, oOr decreases the compensation, or award compensation.

Sec. 21. AS 23.30.155(c) is amended to read:

© The iInsurer or adjuster [EMPLOYER] shall notify the bo
and the employee on a form prescribed by the board that the payment of
compensation has begun or has been iIncreased, decreased, suspended,
terminated, resumed, or changed in type. An initial report shall be
filed with the board andsent to the employeewithin 28 days after the
date of iIssuing the Ffirst payment of compensation. If at any time 21
days or more pass and no compensation payment is 1issued, a report
notifying tho board and tho employee of the termination or suspension
of compensation shall be Ffiled with the board and 6cnt to the employee
within 28 day6 after the date the last compensation paymont was Is—
suod. A report shall also be Ffiled with the board and sent to the
employee within 28 days after the date of iIssuing a payment iIncreas—
ing, decreasing, resuming.,, or changing the type of compensation paid.
IT the [EMPLOYER FAILS TO NOTIFY THE] board and the employoo are not
notified within the 28 daye prescribed by this subsection for report—
ing, the Insurer or adjuster [EMPLOYER] shall pay a civil penalty of

-19- SCS CSHB 177(2d LIC)
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$100 for the first day plus $10 for each day thereafter that the
[EMPLOYER FAILED TO GIVE] notice was not given. Total penalties under
this subsection [SECTION] may not exceed $1,000 for a failure to file
a required report. Penalties assessed wunder this subsection are
fligible for reduction under (m) of this section. A penalty assessed
under this subsection after penalties have been reduced under (m) of
this section shall be increased by 25 percent and shall bear interest
at the rate established under AS 45.45.010.

Sec. 22. AS 23.30.155(d) 1is amended to read:

(d) If the employer controverts the right to compensation
employer shall file with the board and send to the employee a notice
of controversion on or before the 21st day after the employer has
knowledge of the alleged injury or death. IT the employer controverts
the right to compensation after payments have begun, the employer
shall file with the board and send to the employee a notice of con—
troversion within seven days after an installment of compensation pay-—
able without an award 1is cue. When payment of temporary disability
benefits is controverted solely on the grounds that another employer
or another insurer of the same employer may be responsible for all or
a portion of the benefits, the most recent employer or Insurer who 1is
party to the claim and who may be Uliable shall make the payments dur—
ing the pendency of the dispute. When a final determination of liabi—
lity is made, any reimbursement required, 1including 1interest at the
statutory rate, and all costs and attorneys®™ fees incurred bv the pre—

vailing employer, shall be made within K days of the determination.

* Sec. 23. AS 23.30.155(e) 1is amended to read:

t

(©) IT any installment of compensation payable without an

is not paid within seven days after it becomes due, as provided in (b)

of tliis section, there _.ihall be added to the unpaid installment an

SCS CSHB 177<2d LJ.C) -20-
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amount equal to 25 [20] percent of it. This additional amount shall
2! be paid at the same time as, and 1in addition to, the installment,

unless notice 1is fTiled under (d) of this section or unless the non-—

4 payment 1is excused by the board after a showing by the employer that
5 owing to conditions over which the employer had no control the 1n—
6 stallment could not be paid within the period prescribed for the
! payment.
8I * Sec. 24. AS 23.30.155(f) is amended to read:
° @) IT compensation payable under the terms of an award 1is not
10 paid within 14 days after it becomes due, there shall be added to that
= unpaid compensation an amount equal to 25 [20] percent of 1it, which
HI shall be paid at the same time as, but in addition to, the compensa-
B: tion, unless review of the compensation order making the award 1is had
“h as provided in AS 23.30.125 and an interlocutory 1injunction staying
1 payments is allowed by the court.
1o * Sec. 25. AS 23.30.155(m) 1is repealed and reenacted to read:
v (m) On or before March 1 of each year the 1insurer or adjuster
' shall file a verified annual report on a form prescribed by the board
19, stating the total amount of all compensation by type, the number of
20 claims received and the percentage controverted, medical, and related
211 benefits, vocational rehabilitation expenses, legal fees, 1including a
21 separate total for fees paid to attorneys and fees paid for the other
23 | costs of Jlitigation, and penalties paid on all <claims during the
2 preceding calendar year. IT the annual report is timely and complete
when received by the board and provides accurate information about
26 each category of payments, the commissioner shall review the timeli—
27 ness of the insurer ® or adjuster™s reports filed during the preceding
28 year under (c¢) of this section. IT during the preceding year the
29

insurer or adjuster filed et least 99 percent of the reports on time,
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the penalties assessed under (©) of this section shall be waived. I
during the preceding year the insurer or adjuster Tfiled at least 97
percent of the reports on time, 75 percent of the penalties assessed
under (© of this section shall be wailved. I¥f during the preceding
year the insurer or adjuster Ffiled 95 percent of the reports on time,
50 percent of the penalties assessed under (© of this section shall
be waived. IT during the preceding year the iInsurer®s or adjuster”s
reports have not been Tfiled on time at least 95 percent of the time,
none of the penalties assessed under ((© of this section shall be
waived. The penalties that are not waived are due and payable when
the iInsurer or adjuster receives notification from the commissioner
regarding the timeliness of the reports. IT the annual report is not
filed by March 1 of each year, the iInsurer or adjuster shall pay a
civil penalty of $100 for the first day the annual report is late, and
$.10 for each additional day the report is late. IT the annual report
is incomplete when Ffiled, the commissioner may iImpose a civil penalty
not to exceed $1,000.
Sec. 26. AS 23.30.155 is amended by adding new subsections to read:

(®) IT the employer is self-insured or uninsured, the require—
ments of (© and (M of this section apply to the employer.

© The board shall promptly notify the division of iInsurance
the board determines that the employer®s insurer has Tfrivolously or
unfairly controverted compensation due under this chapter. After
receiving notice from the board, the division of insurance shall
determine i1f the iInsurer has committed an unfair claim settlement

practice under AS 21.36.125.

* Sec. 27. AS 23.30.175 is repealed and reenacted to read:

Sec. 23.30.175. RATES OF COMPENSATION. @ The weekly rate of

compensation for disability or death may not exceod $700 and initially

SCS CSHB 177(2d L&C) 22—
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may not be less than $110. However, 1if the board determines that the
employee"s spendable weekly wages are less than $110 a week as com—
puted under AS 23.30.220, or less than $154 a week 1in the case of an
employee who has furnished documentary proof of the employee®s wages,
it shall issue an order adjusting the weekly rate of compensation to a
rate equal to the employee®s spendable weekly wages. IT the employer
can verify that the employee®s spendable weekly wages are less than
$154, the employer may adjust the weekly rate of compensation to a
rate equal to the employee®s spendable weekly wages without an order
of the board. IT the employee®s spendable weekly wages are greater
than $154, but 80 percent of the employee®s spendable weekly wages 1is
less than $154, the employee®s weekly rate of compensation shall be
$154. Prior payments made in excess of the adjusted rate shall be
deducted from the unpaid compensation 1in the manner the board deter—

mines. In any case, the employer shall pay timely compensation.

(b) The following rules apply to benefits payable to recipien

not residing in the state at the time compensation benefits are pay—
able:

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

(2) the calculation required by (1) of this subsection does
not apply if the recipient is absent from the state for medical or re—
habilitation services not reasonably available in the state;

3) if the gross weekly earnings of tho recipient and the
resulting compensation rate is determined under AS 23.30.220(a)(2),
the calculation required by this subsection applios only to the
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of the recipient"s weekly compensation rate attributable to

wages earned in the state;

4) application of this subsection may not red

weekly compensation rate to less than $154 a week, except as provided

in (a) of this section.

©)

The board shall provide by regulation for the determinati

and comparison of living costs for this state and the other areas in

which

recipients reside and for the annual redetermination and com—

parison of these costs.

* Sec.

disability

ployee®s

the

28.

Sec.

AS 23.30.180 is amended to read:
23.30.180. PERMANENT TOTAL DISABILITY. In case of total

adjudged to be permanent 80 percent of the 1injured em-

spendable weekly wages shall be paid to the employee during i

continuance of the total disability. IT a permanent partial

disability award has been made before a permanent total disability

determination, permanent total disability benefits must be reduced by

the amount of the permanent partial disability award, adjusted for

inflation,

in a manner determined bv the board. Loss of both hands,

or both arms, or both feet, or both legs, or both eyes, or of any two

of th

em,

in the absence of conclusive proof to the contrary, consti-

»

tutes permanent total disability. 1In all other cases permanent total

disability

is determined in accordance with the facts. In making this

determination the market for the employee®s services shall be

* Sec.

29.

(b)

il area_gf_residencei

IRJ prea of last empl oyment;

111 fchg-Btfite Qf..Ecgi4dgngg? anfl

X4 fche_gtpi9. gf_Mflgkg_t.

AS 23.30.180 is amended by adding a new subsection to read:

Failure to achieve remunerative employability as def

SCS CSHB 177(2d LiC) -24-
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AS 23.30.041(p) does not, by itself, constitute permanent total dis—
ability.
Sec. 30. AS 23.30.185 1is amended to read:

Sec. 23.30.185. COMPENSATION FOR TEMPORARY TOTAL DISABILITY. In
case of disability total in character but temporary 1in quality, 80
percent of the injured employee®s spendable weekly wages shall be paid
to the employee during the continuance of the disability. Temporary
total disability benefits may not be paid for any period of disability
occurring after the date of medical stability.

Sec. 31. AS 23.30.190 is repealed and reenacted to read:

Sec. 23.30.190. COMPENSATION FOR PERMANENT PARTIAL IMPAIRMENT,
(a) In case of impairment partial in character but permanent in
quality, and not resulting in permanent total disability, the compen—
sation is $135,000 multiplied by the employee®"s percentage of net
permanent impairment of the whole person. The percentage of permanent
impairment of the whole person is the percentage of impairment to the
particular body part, system, or function converted to the percentage
of impairment to the whole person as provided under (b) of this sec—
tion. The compensation 1is payable 1in a single lump sum, except as
otherwise provided 1in AS 23.30.041, but the compensation may not be
discounted for any present value considerations.

(b) All determinations of the existence and degree of permanent
impairment shall be made strictly and solely under the whole person
determination as set out in the American Medical Association Guides to
the Evaluation of Permanent Impairment, except that an 1impairment
rating may not be rounded to the next five percent. The board shall
adopt a supplementary recognized schedule for injuries that cannot be
rated by use of the American Medical Association Guides.

(©) The 1impairment rating determined under (@) of this section

-25- SCS CSHB 177(2d L&C)
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shall be reduced by a permanent impairment that existed before the
compensable 1injury. IT the combination of a prior impairment rating
and a rating under (@) of this section would result in the employee
being considered permanently totally disabled, the prior rating does
not negate a finding of permanent total disability.

* Sec. 32. AS 23.30.200 is amended to read:

Sec. 23.30.200. TEMPORARY PARTIAL DISABILITY. In case of tempo—
rary partial disability resulting in decrease of earning capacity the
compensation shall be 80 percent of the difference between the injured
employee®s spendable weekly wages before the 1injury and the wage-
earning capacity of the employee after the 1injury 1in the same or
another employment, to be paid during the continuance of the disabili—
ty, but not to be paid for more than five years. Temporary partial
disability benefits may not be paid for a period of disability occur—
ring after the date of medical stability.

* Sec. 33. AS 23.30.200 is amended by adding a new subsection to read:

(b) The wage-earning capacity of an injured employee 1is dete
mined by the actual spendable weekly wage of the employee if the
actual spendable weekly wage fairly and reasonably represents the
wage-earning capacity of the employee. The board may, in the interest
of justice, fix the wage-earning capacity that 1is reasonable, having
due regard to the nature of the injury, the degree of physical impair—
ment, the usual emp3oyment, and other factors or circumstances 1in the
case that may affect the capacity of the employee to earn wages 1in a
disabled condition, including the effect of disability as it may
naturally extend into the future.

* Sec. 34. AS 23.30.220(a) 1is amended to read:

(@) The spendable weekly wage of an injured employee at the ti

of an 1injury 1is the basis for computing compensation. It Is the

SCS CSHB 177(2d LSC) 26-
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. employee®™s gross weekly earnings minus payroll tax deductions. The
) gross weekly earnings shall be calculated as follows:
5 ¢)) The gross weekly earnings are computed by dividing by
. 100 the gross earnings of the employee in the two calendar years
: immediately preceding the injury.
6 (2) If the employee had no earnings during the two calendar
S years preceding the 1injury or was voluntarily absent from the labor
SJ market for 18 months or more of the two calendar years preceding the
9j initirv [THE BOARD DETERMINES THAT THE GROSS WEEKLY EARNINGS AT THE
Lo TIME OF THE [INJURY CANNOT BE FAIRLY CALCULATED UNDER (1) OF THIS
11. SUBSECTION], the board shall [MAY] determine the employee™s gross
b ? weekly earnings for calculating compensation by considering the nature
13l of the employee®s work and work history, but compensation mav not
1 ] exceed the employee™s projected gross weekly earnings at the time of
5 injury.
16 3) If an employee when 1injured is a minor, an apprentice,
or a trainee in a formal training program, as determined by the board,
i; whose wages under normal conditions would increase during the period
19} of disability, the projected increase may be considered by the board
in computing the gross weekly earnings of the employee.
% 4 If the employee is injured while performing duties as a
;;i volunteer ambulance attendant, policeman, or fireman, the gross weekly
zsi earnings for calculating compensation shall be the minimum gross
2 | weekly earnings paid a full-time ambulance attendant, policeman, or
25 fireman employed in the political subdivision where the 1injury oc—
26 curred, or, 1if the political subdivision has no full-time ambulance
- attendants, policemen, or Tfiremen, at a reasonable figure previously
28 set by the political subdivision to make this determination but in no
29 case may the gross weekly earnings for calculating compensation be

-27- SCS CSHB 177(2d LSC)
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less than the minimum wage computed on the basis of 40 hours work per

week .

Sec. 35. AS 23.30.225 1is amended by adding a new Fjbsection to read:

©) IT employer contributions to a qualified pension or pro:

sharing plan have been included in the determination of gross earnings
and the employee 1is receiving pension or profit sharing payments,

weekly compensation benefits payable wunder this chapter shall be
reduced by the amount paid or payable to the injured worker under uhe
plan for any week or weeks during which compensation benefits are also
payable. The amount of the reduction may not in any week exceed the
increase in weekly compensation benefits brought about by the inclu—
sion of employer contributions to a qualified pension or profit shar—
ing plan in the determination of gross earnings.

Sec. 36. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.247. DISCRIMINATION PROHIBITED. (@) An employer may
not discriminate in hiring, promotion, or retention policies or prac-—
tices against an employee who has 1in good faith filed a claim for or
received benefits under this chapter. An employer who violates this
section 1is liable to the employee for damages to be assessed by the
court in a private civil action.

((0))] This section may not be construed to prevent an employer
from basing hiring, promotion, or retention policies or practices on
considerations of the employee™s safety practices or the employee®s
physical and mental abilities; nor may this section be construed so as
to create employment rights not otherwise in existence.

(c) This section may not be construed to prohibit an employer
from requiring a prospective employee to fill out a preemployment
questionnaire or application regarding the person®™™ prior health or

disability history as long as it is meant to either document written

SCS CSHB 177(2d L&C) -28-
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notice for second injury fund reimbursement under AS 23.30.205(c) or
to determine whether the employee has the physical or mental capacity
to meet the documented physical or mental demands of the work.

Sec. 37. AS 23.30.265(15) 1is amended to read:

(15) "gross earnings" means periodic payments, by an em—
ployer to an employee for employment before any authorized or lawfully
required deduction or withholding of money by the employer, including
compensation that 1is deferred at the option of the employee, and
excluding irregular bonuses, reimbursement of expenses, expense allow—
ances, and any benefit or payment to the employee that 1is not fully
taxable to the employee during the pay period, except that the total
amount of contributions made bv an employer to a qualified pension or
profit sharing plan during the two plan years preceding the injury,
multiplied bv the percentage of the employee®s vested interest 1in the
plan at the time of injury, shall be included in the determination of
gross earnings; the value of room and board if taxable to the employee
may be considered in determining gross earnings; however, the value of
room and board that would raise an employee®"s gross weekly earning
above the state [ALASKA) average weekly wage at the time of injury may
not be considered;

Sec. 38. AS 23.30.265(17) 1is amended to read:

an "injury"™ means accidental 1injury or death arising out
of and 1in the course of employment, and an occupational disease or
infection which arises naturally out of the employment or which natu—
rally or unavoidably results from an accidentalinjury; "iniurv" [,
AND) includes breakage or damage to eyeglasses, hearing aids, den—
tures, or any prosthetic devices which function as part of the body
and further 1includes an 1injury causedby the wilful act of a third
person directed against an employee because of the employment!
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“Gniurv"l does not include mental Injury caused bv mental stress unless
it is established that () the work stress was extraordinary and
unusual in comparison to pressures and tensions experienced bv indi—
viduals in a comparable work environment, and (B) the work stress was
the predominant cause of the mental injury; the amount of work stress
shall be measured bv actual events rather than misperceptions bv the
employee; a mental injury 1is not considered to arise out of and in
the course of employment if it results from a disciplinary action,

work evaluation, job transfer, layoff, demotion, termination or simi—
lar action, taken 1in good faith bv the employer;

* Sec. 39. AS 23.30.265 is amended by adding a new paragraph to read:

(34) "medical stability"” means the date after which further
objectively measurable improvement from the effects of the compensable
injury 1is not reasonably expected to result from additional medical
care or treatment, notwithstanding the possible need for additional
medical care or the possibility of 1improvement or deterioration re—
sulting from the passage of time; medical stability shall be presumed
in the absence of objectively measurable improvement for a period of
45 days; this presumption may be rebutted by clear and convincing
evidence.

* Sec. 40. AS 23.30.210 and 23.30.265(28) are repealed.

* Sec. 41. TRANSITIONAL PROVISIONS. Notwithstanding AS 23.30.040(b),
as amended by sec. 6 of this Act, and AS 23.30.155(m), as amended by
sec. 25 of this Act, on or before March 1, 1989, each employer that 1is
subject to those sections shall file a report and make the appropriate
contribution for all claims existing as of December 31, 1988. The period
covered 1in the report shall be from the date of che termination report or
the last anniversary report filed, if one has been filed, through Decem—
ber 31, 1988.
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* Sec. 42. TEMPORARY RATE LIMITATION. Notwithstanding AS 21.39.030, an
insurer providing workers®™ compensation 1insurance 1in the state may not
increase the premium rate charged within the state for workers®™ compen—
sation insurance during the period beginning July 1, 1988, and ending
January 1, 1990.

* Sec. 43. TRANSITIONAL PROVISION. Notwithstanding AS 23.30.041(p), as

enacted by sec. 8 of this Act, for the period from Julyl, 1988, until

June 30, 1989, the term "rehabilitation specialist” as used inAS 23.30.041
includes a personwho was actively employed for at leastone year before
June 30, 1988, inproviding rehabilitation services to an injured worker

receiving benefits up-" -r AS 23.30.

* Sec. 44 . APPLICABILITY. Except for secs. 6, 22, 25, 26, 38, and 42
of this Act, this Act applies only to injuries sustained on or after Ju-—
ly 1, 1988.

* Sec. 45. Section 38 of this Act applies to injuries sustained on or

after the effective date of sec. 38 of this Act.
* Sec. 46.Section 42 of this Act is retroactive to April 25, 1988.

* Sec. 47. Sections 38 and 45 of this Act take effect immediately under

AS 01.10.070(c).-
* Sec. 48. Sections 1 - 37, and 39 - 44 of this Act take effect July 1,

1988.
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BY THE LABOR AND

IN THE SENATE COMMERCE COMMITTEE

SENATE CONCURRENT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
Suspending Uniform Rules 41(b), 24(c),
and 35 of the Alaska State Legislature

concerning House Bill 177.

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

That under Rule 54 of the Uniform Rules of the Alaska State Legisla—

ture the provision of Rule 41(h) of the Uniform Rules and the provisions of

Rule 24(c)
suspended

fund.

and Rule 35, regarding changes to the title of a bill, are

in consideration of House Bill 177, relating to the second injury
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM April 21, 1988

SUBJECT: Workers®™ compensation (HCS CSSB 322(Jud))
T0: Senator Tim Kelly

FROM: Michael F. Ford -/}!V

Legislative Counsel

You have asked if HCS CSSB 322(Jud) could be included within
either CSHB 53(Jud) am or CSHB 177(Jud) without changing the
existing titles of the house bills. The short answer 1is no.
The title of each house bill is not broad enough to meet the
bill title requirement contained in Article 1I, section 13
of the Alaska Constitution. There is an additional problem
with CSHB 53(Jud). In that this bill deals with workplace
safety laws and not workers®™ compensation, combining the two
subjects would probably violate the single subject rule also
contained in Article 11, section 13 of the Alaska
Constitution.

It would be possible to put the substantive provisions of
HCS CSSB 322(Jud) into CSHB 177(JJH> if the Uniform Rules
were suspended to allow the title of the house bill to be
changed. Suspension of the Uniform Rules is governed by
Uniform Rule 54, and requires a concurrent resolution ap—
proved by a two-thirds vote of each house.

Please contact me if you have further questions.
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