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mm®QUALITY CENTERS
ft» A 6401 A Street ■ Anchorage, Alaska 99518

Sen, Bunde

I Writing ThisjMemo In Support Of KB 291. As A Tobacco Retailer The Time Line Set By The State Of 
Alaska Pertaining To Selling Unstamped Cigarettes After April 1st. I Find The Deadline To Be 
Insufficient Considering The Confusion At The Dept. Of Revenue In Regards To Issuing Of The Stamps 
To The Wholesalers. And Additionally, How The Retailer Will Be Protected If  The Unstamped 
Cigarettes Aren't Sold By The Stated Deadline. Because Of The High Cost Of Goods This Would Cause 
A Financial Hardship To Many Retailers Across The State If They Were Forced To Absorb This Lost 
Revenue. Thanks For Taking This Matter Into Consideration.

S

Respectfully |
Richard Watts j 
General Manager 
Great Alaska Tobacco



THE
FOLLOWING

DOCUMENT(S)
ARE

POOR
ORIGINAL

COPIES



0 2 / 0 9 / 2 0 0 4  1 3 1 0 7  FAX Frontier Expeditors @ 0 0 2 / 0 0 6

F r o n tie r
jExpe&teors

F r o n t i e r  E m e d i t ^ r s  ■m
355  East 76th Average, Scsfce 802 

A n c h o r a g e ,  AIl2sEta S25BS
9 0 7 -2 6 S -4 5 0 C  » S G G -47S -4484  

F a x  907«26S -:< 533

February 0, 2004

Senator Con Bunde 
Alaska Senate 
Slate Capitol -- Room 506 
.lurieaii A 14 00X01

Dear Senator Bunde:

I am \vri| ini' to provide written testimony in favor o f  SB 201 which provides lor an extension o f  
the March 5 1 11 deadline for the possession o f  unstamped cigarettes origm allv established in SB 
l(»X.

The 00 day transition timeline provided in SB I OS has proven inadequate to move taxed but 
unstamped product through the retail pipeline. Our company ow ns 25 retail stores in Rural 
Alaska that operate under the Alaska Commercial Company banner and has a wholesale 
relationship with over 100 small independent retailers throughout Rural Alaska. UlC.se retailers 
face it very reaI and unnecessary financial and legal exposure i f  relief, in the form o f SB 2FI is 
not provided. I am attaching examples provided by two o f  our smaller company owned stores as 
well as a store list to give you an idea o f  the potential m agnitude o f the problem.

We support SB 2‘M and believe that a June 30"' deadline will give retail the necessary time to 
move unstamped product through the pipeline. January and February are our two slowest months 
at retail plus all stores take annual inventory in January requiring stocks to be at lowest possible 
levels

Thank you for your time and consideration regarding this issue. I would be happy to provide any 
additional information at your request,

S in c e re ly ,/  \

----------

Bob Galosich/
Vice President o f  W holesale Operations 
Frontier Uxpcdilors
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Bob Galosich

From: Ft. Yukon
Sent: Friday, February 06, 2004 10:40 AM
To: Bob Galosich
Cc: Gary Long: Walt Pickett
Subject: tobacco products

Morning Bob.
I have a few items in my store I'm not sure will seli by June, that am not stamped, i have gone through my inventory 

and came up with s few cigarette's and snuff (I don't know if that's included or not. I'm assuming so since it's tobacco.) 
that wo probably will not soil before June.

Here'S I tiff lisl:
Kodiak chow '!?• rolls (! don't believe we have sold this 

.since we get here.)
Copenhagen long cut 2 rolls
Salem lights 16 cartons (I believe who ever smoked these 

moved because we haven't sold any in a long time,)
Newports 10 cartons 
Basic Lights 100's 16 canons 
GPC Lights 17 cartons
Marlboro Mediums 13 cartons.

Thanks for any help you can be. Stevi

l



Bob Galosich

02/09/2004 13:08 FAX Frontier Expeditors @  004/008

From: Gary Long
Sent: Friday, February 06, 2004 2:32 PM
To: Bob Galosich
Cc: Wall Pickett
Subject: FW: Tobacco

8ob,
FYI
Gary Long

— Original Message—
From: Unalakleet
Sent: Friday, February 06. 2004 12:17 PM 
To: Walt Picket!
Cc: Gary Long
Subject: Tobacco

Wall

Below is a list of tobacco cartons that Im earring without the tax stamp. The line marked problem are the 
products that Im worried about moving before the june dead line,

Brand Qty on hand Problem
Mar, Ultra Light 100s 1
Mar. Ultra Light Kings 3 2
Mar. Blend 27 Kings 2 1
Mar, Blend 27 King Box 2 1
Mar. 25 Box 5
Mar. Med Box 8
Mar. Light 700s 4
Mar. Kings 21
Mar. King Box 19
Cam. non filter 2 1
Cam. Light King 8
Cam. Light Box 5
Basic Light 100s 2 2
Basic Light King 6 5
Winston King 12
Winston Kiny Box 1
Winston Light 100s 16 8
Virginia Slims Light 2 2
Kool Kings 1
Merit ultra Light Kings 3 2
Merit Light Kings 15 14
Lucky Strike 5 5
Salem King 10 9
Salem King Light 13 12

These are the same problem ones that I pointed out to you when you were here, which I got stuck with from 
Terry. Any help we can get would be greatly apprciated.

Thanks Lee
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TOUSE COMMITTEE REPOT

Date Referred to Committee: May 3,2004 FURTHER REFERRALS: Finance

Date of Committee Action: ^

The LABOR AND COMMERCE Committee considered: CSSB 311(JUD)(efd fid)

CS FOR SENATE BILL NO. 311(JUD)(efd fld) INSURANCE & WORKERS' COMPENSATION SYSTEM
"An Act providing fo r a sp td a l deposit fo r  worker*' compensation Insurers; relating to the board o f |ovcm ors o f the Alaska Insurance G uaran ty Association; jitadng the Intent o f the legislature, and setting 
out limitations, concerning the interpretation, construction, and implementation o f  workers' cctrpcosation lam ; relating to restructuring the A laska workers' compensation system; eliminating the Alaska 
Workers' Compensation Board ; establishing a division o f workers’ compensation within the Department or Labor and Workforce Development and assigning certain Alaska Workers' Compensation Board 
functions to the division and the Department o f Labor and Workforce Development; establishing a  Workers' Compensation Appeals Commission; assigning certain functions o f the Alaska W orkers’ 
Compensation Board to the Workers' Compensation Appeals Commission and the W orkers ’ Compensation Hearings Board; relating to agreements that discharge workers' compensation liability; providing 
fo r  hearing examiner* and hearing panels In workers' compensation proceedings; relating to vortcers' compensation awards; relating to an employer’s failure to Insure and keep insured o r  provide security; 
providing fo r appeals from  compensation order*; relating to workers' compensation proceedings; providing fo r supreme court Jurisdiction o f  appeals from  the W orkers’ Compensation Appeals Commission; 
providing fo r a maximum amount fo r the cost-oMiving adjustment fo r workers' compensation benefits; providing fo r administrative penalties fo r  employer* uninsured o r  without adequate security fo r 
workers' compensation; and relating to assigned risk pools aod insurers."

Recommends it be replaced with [ ] HCS or [ ] CS for___________________________________ (_________ )
F o r  Senate Bills with new  title: [  ]  Tech nica l Title /  / N e w  Title: H C R ________  [ ] Same Title f ] New Title

[ ] attach amendments
[ ] add new referral to _____________Committee
[ ] Letter of Intent____________Committee

(7)

List o f 
Abbrev 
for
Dept s.:
ADM
CED
COR
CRT
EED
DEC
DFG
GOV
HSS
LEG
LAW
LWF
MVA
DNR
DPS
REV
DOT
UA

N E W  FISCAL NOTES
♦Assigned by Chief Clerk’s Office

List by Dcpt(s): *FN# Fiscal I tndct. | Zero

P R E V I O U S  FISCAL NOTES
List by Dept(s): FN# Fiscal Indct. Zero
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CSSB 311 (JUD) HIGHLIGHTS RELATING TO 
ADJUDICATION OF WORKERS’ COMPENSATION CLAIMS

Measured response to workers’ compensation insurance premium increase and 
unhealthy insurance market conditions now impacting Alaska businesses.

• Amount paid in 2003 on Alaska workers' compensation claims exceeded $ 210 million.
• The insurance companies in the Alaska workers' compensation market paid out from 

$.99 to $1.54 in claims for every premium dollar collected from 1997 to 2002. The 
average claims pay out was $1.24 per dollar in premium collected.

» Average workers compensation premiums increased 21% this year, but premiums in 17 
business classes went up over 50% (hospital non-professional 54%, household 
appliance installation & repair 52%, day nursuries, child care & day camps 56%, barber 
shops and hair salons 57%, building & property management 57%, geophysical 
seismic exploration 56.8%).

• System encourages inconsistency due to multiplicity of board panels, non-precedential 
1st review by Superior Court, and lengthy, expensive appellate process.

Creates long-term systematic efficiencies and streamlines the system without 
reducing injured workers’ benefits.

« No change in benefits to Alaskan workers. Non-residents capped at Alaskan rates.
• Reorganizes the system that enforces the laws and the process of settling disputes. It 

doesn't change the substance of the workers’ compensation laws, JUST THE 
ADJUDICTION PROCEDURES.

Moves Alaska closer to the national norms of workers compensation systems by 
creating an accountable, effective Division of Workers’ Compensation to replace an 
outmoded “unified board” structure.

o All administrative responsibility presently rests in 15 member Workers' Compensation 
Board with no accountability.

• Bill establishes the Division of Workers' Compensation and its Director, making them 
responsible for enforcement.

• Gives Division and Director new tools, like a $100 per day per employee penalty 
against employers not insuring employees. Currently uninsured employers cannot be 
punished for time operating uninsured, thus putting workers at risk and insured 
employers at a competitive disadvantage.

Separates adjudication of disputes from enforcement & administration -  
reorganizes administrative adjudication process.

• Substitues faster, more consistent system with 2 tier administrative process and direct 
appeal to Supreme Court.

• Appeal to Commission with power to bind lower administrative hearing panels 
encourages predictability & consistency & brings Alaska administrative process into 
conformity with majority of other states.

• 3 member Appeals Commission composed of experts in field from divergent viewpoints 
will build consensus and coherence instead of inconsistent, non-bmding body of case 
law that encourages litigation -  avoids delays of 2-step court process.

• Sets explicit standards to enforce impartiality & avoid conflicts.



CSSB 311(JUD) HIGHLIGHTS RELATING TO 
ADJUDICATION OF WORKERS’ COMPENSATION CLAIMS

CSSB 331(JUD) is the result of significant concessions to organized labor.
Administration met with both “ad hoc committee” and AFL-CIO delegates to
negotiate on this bill. After administration concessions on key issues, virtually all
of the bill was agreeable to labor. Key changes were:

• Retains lay board members, one industry, one labor, in hearing process.
• Balances the appeal commission so that appointments are representative of both 

employees and employers.
» Puts hearing examiners in the classified service, rather than partially exempt.
• Only one point was left unsettled: W hether the Commision should review the 

factual findings of hearing panels de novo, thus allowing the Commission to 
reweigh the evidence.



W orkers C o m p e n sa tio n  O rganization under C S S B  311(JU D )

COMM ISSIONER OF LABOR AND W O RKFO RCE D EVELO PM EN T

• Adopts regulations proposed by Director of Workers’ Compensation
• Houses Division and Commission within Department but in separate locations
• Approves the budget for Commission and Division

WORKERS' COMPENSATION 
APPEALS COMMISSION

3 experienced lawyers
Governor appoints, Legislature confirms
1 employee lawyer, 1 employer lawyer, 1
nondesignated lawyer
5 year staggered terms
Chair appointed by Governor to 3 year
nonsuccessive term
Chair administers office & docket.
Chair hires Hearing Examiners 
Commission hears appeals from Hearing 
Panels, Hearing Examiners & Director 
May review any decision de novo, but is 
not mandatory
Issues decisions binding below.

WORKERS H E A R IN G
COMPENSATION E X A M IN E R S

HEARINGS BOARD • Lawyers hired by
• Governor appoints 7 Comm'n chair.

labor & 7 industry • 3 years experience,
members. admitted to Alaska

• Board has no • Classified but
administrative or excluded employees
regulatory funclions. • Conduct pre-hearing

• Commission chair conferences
acls as executive. • Preside in hearings

• Board provides 1 with 2 panel members
labor, 1 industry • Make rulings on
member for each evidence, inslrucl on
hearing panel. law.

• Standards for • Do some hearings
member impartiality alone.
and disqualification. • Disqualification and 

impartiality standards.

DIRECTOR OF THE DIVISION OF 
WORKERS' COMPENSATION

Proposes regulations 
Investigates violations 
Maintains records
Administers notice, filing and record-keeping 
requirements
Informs workers, employers and providers 
about workers' compensation laws 
First level intervention in disputes, seeks 
informal resolution
Arranges medical exams before hearings 
Intervenes in certain cases 
Files petitions to Hearing Examiners for stop 
orders, penalties.
Makes some decisions (self-insurance, etc.), 
alone or on recommendation of Hearing 
Examiner after hearing, which may be 
appealed to Commission.

W O R K E R S  C O M P E N S A T IO N  H E A R IN G  P A N E L  
2 members from Hearings Board (1 labor, 1 industry) plus 1 Hearing Examiner 
Hears petitions for summary decisions, claims on the merits, issues written decisions & dissents. 
Sole decider of credibility of wilnesses. Findings on weight of evidence conclusive if not disturbed,



Comparison Of Methods for Review of Workers' 
Compensation Cases 

Current System CSSB 311(JUD)
Supreme Court 

Applies "rule of conclusiveness" & examines 
the decision by the top layer of the 
administrative agency
Reviews to determine if findings of fact were 
supported by substantial evidence in light of the 
whole record
Reviews decisions on admission of evidence, 
etc., for abuse of discretion
Reviews legal conclusions de novo and will 
substitute own judgment on statutory 
interpretation

t
Supreme Court does not 
defer to the Superior Court, 
which is subordinate 
reviewing court.

Superior Court asks: Were the Board's 
findings of fact supported by substantial 

evidence in light of the whole record? 
Unless court grants a trial de novo, 

evidence is not re-weighed.

What is "substantial evidence" ? such 
relevant evidence that reasonable minds 
might accept as adequate to support a 

conclusion.

Alaska Workers' Compensation Board 
(Single tier administrative agency)

• Board panel acts for whole Board -  no 
further administrative adjudication

• Findings of fact are "conclusive" -  eg, if 
supported by substantial evidence they will 
not be disturbed on review.

o Credibility is solely determined by the Board

T V
Single tier administrative agency

Appeal Review

Supreme Court 
Applies "rule of conclusiveness" & examines 
the decision by the top layer of the 
administrative agency
Reviews to determine if findings of fact were 
supported by substantial evidence in light of 
the whole record
Reviews decisions on admission of evidence, 
etc., for abuse of discretion 
Reviews legal conclusions de novo and will 
substitute own judgment on statutory 
interpretation

Workers Compensation 
Appeals Commission 

Reviews whole record 
No new evidence, no new 
hearing
May reweigh evidence or 
adopt Panel's, Director's or 
Examiner's findings of fact 
Defers to Panel's finding of 
credibility
Upper tier of two tier 
administrative adjudicationI

Hearing Panel 
Findings of fact conclusive if 
not altered by Commission 
Sole determiner of credibility of 
a witness
Lower tier of two tier 
administrative adjudication

Two tier administrative agency

Administrative connection



What’s the Difference? Comparison in Question & Answer Format
What's the 
difference? Current System SB 311/HB450 CSSB 311 (JUD)

Who runs the "system" 
-  all the record-keeping 
and enforcement?

The Workers Compensation Board 
administers the workers' compensation 
system with staff provided by Dept of 
Labor and Workforce Development -  
same Board does adjudications.

Division of Workers' Compensation 
created in Dept of Labor and Workforce 
Development to administer system. 
Separate from adjudications.

Division of Workers' Compensation 
created in Dept of Labor and Workforce 
Development to administer system. 
Separate from adjudications.

Who makes 
regulations?

The Workers’ Comoensation Board 
(chaired by Commissioner of Labor & 
Workforce Development) makes 
regulations by a majority vote.

Director of Division of Workers’ 
Comoensation proposes regulations for 
Commissioner to adopt.

Director of Division of Workers' 
Compensation proposes regulations for 
Commissioner to adopt.

Who investigates and 
accuses uninsured 
employers?

Who decides the case 
against uninsureds?

The Workers' Comoensation Board, 
thru Dept staff, investiaates. Board 
Panel files charges against uninsured, 
lapsed self-insured employers, then 
Board Panel hears the case. Appeal 
to the Superior Court.

Director investigates and files charges 
against uninsured, lapsed self insured 
emolovers. commission hearing officer 
hears the case. Appeal to full 
Commission.

Director investigates and files charges 
against uninsured, lapsed self insured 
employers, commission hearing 
examiner hears the case. Appeal to full 
Commission.

Where does an injured 
worker or confused 
employer go for general 
information?

Department of Labor and Workforce 
Development staff in Division of 
Workers' Comoensation.

Division of Workers Comoensation in 
Department of Labor and Workforce 
Development.

Division of Workers Compensation in 
Department of Labor and Workforce 
Development.

Where does a notice of 
injury get filed?

The Workers Comoensation Board Division of Workers' Comoensation Division of Workers’ Compensation

Who does informal 
dispute resolution?

Division of Workers Comoensation Division of Workers Compensation staff Division of W orkp" Compensation staff
staff (Workers' Comp. Officers) (Workers’ Comp. Officers) (Workers' Co ^ers)

Who decides if a 
medical examination is 
needed before a 
hearing?

The Workers' Comoensation Board’s Division of Workers Compensation Division of Workers’ Compensation
designee, (usually a Workers' Comp. 
Officer), Appeal to the Board.

Director’s decision may be appealed to 
commission

Director's decision may be appealed to 
commission

Who schedules a 
hearing?

After an affidavit of readiness is filed, 
the Workers' Compensation Board 
notifies the parties of a pre-hearing 
conference and a Board designee sets 
the hearing date.

After an affidavit of readiness is filed, the 
case is transferred to the Commission.
A Hearing Officer holds a conference, 
arranges discovery, and sets a hearing 
date.

After an affidavit of readiness is filed, the 
case is transferred to the Commission. A 
Hearing Examiner holds a conference, 
arranges discovery, and sets a hearing 
date.

What happens if a 
worker wants a 
protective order?

Petition to the Workers' Comoensation 
Board, decided by Board designee 
with appeal to the Board then Court.

Petition filed. Hearing Officer decides. 
Expedited appeal to Commission.

Petition filed. Hearing Examiner decides. 
Expedited appeal to Commission.

i



What’s the Difference? Comparison in Question & Answer Format
W hat’s the 
difference? Current System SB 311/HB450

CSSB 311 (JUD)

Who decides a worker’s 
claim or employer's 
petition?

The Workers' Comoensation Board 
panel, one member or two, plus a 
hearing officer

A Hearina Officer A Hearinq Panel: two Hearinos Board 
members plus a Hearing Examiner

Who are the Board 
members?

Workers Comp Board members are 
appointed by the Governor, confirmed 
by Legislature, 7 representative of 
labor, 7 representative of industry. 
Comm’r of Labor sits as 15lh member.

No, Board WC Hearinos Board members appointed 
by the Governor, 7 from labor, 7 from 
industry. Chair of commission is not a 
member, serves as administrator.

Must hearing officers be 
attorneys?

No. Yes, admitted to practice in Alaska, 
subject to ethics rules, with 3 years 
experience

Yes, admitted to practice in Alaska, 
subject to ethics rules, with 3 years 
experience

How are hearing 
officers paid?

Ranqe 21, classified service in PERA 
(GGU).

Range 24, partially exempt and excluded 
from PERA.

Range 24 Hearing Examiners, classified 
but excluded from PERA.

Are there provisions in 
the Workers’ 
Compensation Act 
about impartiality and 
disqualification?

No. Yes. Yes.

Can the Director of the 
Division of Workers’ 
Compensation be a 
party in a case?

No. Yes. Also. Director can file petitions and 
appeals.

Yes. Also. Director can file petitions and 
appeals.

At a hearing, who 
decides how the law is 
interpreted?

1 or 2 members of the Board and a 
hearing officer decide together, with 
equal votes, how to interpret the law.

The Hearinq Officer The Hearinq Examiner makes rulinos on 
the law and instructs the 2 Hearings 
Board members present.

At a hearing, who 
decides the facts?

1 or 2 members of the Board and a 
hearing officer decide together, with 
equal votes

The Hearinq Officer The 2 Hearings Board members present 
and the Hearing Examiner decide 
together as a Hearinq Panel

If an employee wants 
something that the 
workers’ compensation 
law doesn’t cover, must 
we still have a hearing 
on the merits?

Yes, if the employee wants a hearing. No. If the only issue is whether the 
employee is asking for something 
covered by the law and there are no 
material disputes of fact, you can ask for 
a summary decision bv a Hearinq 
Officer.

No. If the only issue is whether the 
employee is asking for something 
covered by the law and there are no 
material disputes of fact, you can ask for 
a summarv decision bv a Hearinq Panel.

2



What’s the Difference? Comparison in Question & Answer Format
W hat’s the 
difference?

Current System SB311 / HB450
CSSB 311 (JUD)

What if a person wants 
reconsideration?

The workers’ compensation act has no 
provision for reconsideration. The 
Board has used other statutes to do 
this, but the application is not always 
clear.

New provisions outline when 
reconsideration can be asked for and 
how to ask for it.

New provisions outline when 
reconsideration can be asked for and 
how to ask for it.

Where does an appeal 
go?

To the Superior Court. The court may 
review de novo. The Board’s findings, 
including the weight to be given 
evidence, are conclusive and may be 
set aside only if not supported by 
substantial evidence.

To the WC Appeals Commission, which 
may review de novo. The Hrg Officer's 
findings of credibility are binding, but 
other findings as to weight of evidence 
may be set aside by the Commission.

To the WC Appeals Commission, which 
may review de novo. The Hrg Panel's 
findings of credibility are binding, but 
other findings as to weight of evidence 
may be set aside by the Commission.

Is the appeal decision 
binding on the Board?

No. Yes. Yes.

An employee can’t get 
a lawyer to appeal, but 
the case is novel. Can 
the Division help?

No. The employee must file pro se. The Director, when the law is not settled 
on an issue, may file an appeal to the 
Commission -  or the employee can file

The Director, when the law is not settled 
on an issue, may file an appeal to the 
Commission or the employee can file pro

pro se. se.

What is the next level of 
appeal?

Supreme Court, which qives no 
deference at all to the Court, and may 
set aside findings of the Board if not 
supported by substantial evidence.

Supreme Court, which would qive no 
deference to the Commission on matters 
of law, and could set aside fact findings if 
not supported by substantial evidence.

Supreme Court, which would qive no 
deference to the Commission on matters 
of law, and could set aside fact findings if 
not supported by substantial evidence.

If an insurer wants 
second injury fund 
reimbursement, who 
decides who pays?

The Workers' Comp. Board panel The Director A Hearinq Panel

Who is the
Reemployment Benefits 
Administrator?

A PX employee of the Board who is in 
charge of vocational rehabilitation in 
the workers' comp system

A PX employee of the Director in charqe 
of vocational rehabilitation in the 
workers' comp system

A PX employee of the Director in charqe 
of vocational rehabilitation in the workers 
comp system

An employee wants to 
settle her case. Does 
she need approval?

Yes. The settlement must be in writing, 
meet stringent regulations and the 
Workers’ Compensation Board must 
decide it is in her best interest to settle 
your claim.

If she is represented by an Alaskan 
attorney, she does not need approval, if 
the settlement is in writing, meets 
reoulations. and is filed with the Division. 
If a minor or pro se her agreement must 
be reviewed by a hearing officer and be 
in her best interest.

If she is represented by an Alaskan 
attorney, she doesn’t need approval, but 
the settlement must be in writing, meet 
regulatory standards, and be filed with 
the Division. If a minor or pro se, her 
agreement must be reviewed by a 
hearing panel and be in her best interest.



CSSB 311(JUD) TOPICS

Why Is The Commission In This New System?

The Commission is the means of achieving consistency in decision making, 
sooner and at less expense than the current system.

• Almost all other states have a two-tier administrative hearings system -  except a 
few that have no administrative hearings at all.

• A two-tier administrative system means that a lower tier hears the case and an 
appeal is made to an administrative board or commission that resolves conflicts 
and establishes the law by binding precedent within the agency -  without 
requiring that the matter go all the way to the state supreme court.

• Setting precedent early and resolving conflicts within the agency is simply faster 
and cheaper than a Supreme Court appeal. The Commission doesn't require 
two sets of legal briefs, a year’s delay getting the record prepared, six months to 
wait for a decision, and all the cost of prolonged appeals.

A single 3-member body, in place of more than 30 single superior court judges, 
will develop a consensus on what the law is and ensure, over time, more 
predictability in the system.

® The Commission replaces the Superior Court appeal. The Superior Court appeal 
has no value as binding precedent, although it may resolve issues between 
parties.

• A superior court judge does not have the expertise in this field that the 
commissioners will be able to bring to bear on issues to ensure that all issues 
below were fully developed and the evidence carefully and rationally considered.

The Commission system is more flexible and can adapt to the particular demands 
of workers’ compensation cases.

• It doesn't just aff: m or reverse. It can send the case back if the evidence is 
incomplete for a hearing panel to take additional evidence.



CSSB 311(JUD) TOPICS

Why Not Just Have One Judge (Or A Few Judges) Hear Workers’ 
Compensation Appeals?

• Any legislative creation of a single judgeship for a particular subject matter would run 
afoul of the Alaska Constitution’s grant of powers of administration to the Supreme 
Court.

• Even if constitutional, without substantial changes to current statutory provisions, 
referral to a superior court judge would not accomplish the end this bill seeks: 
consistent, expert, unified review. AS 22.10.020 (jurisdiction) and venue rules do 
not anticipate sending all workers' compensation matters arising statewide to only 
one judge. AS 22.10.090 (qualifications) does not require workers’ compensation 
expertise. AS 22.10.022 (preemptory challenge) allows parties to avoid a single 
judge through a challenge to the assigned judge. Thus, it is impossible under 
current law to refer to a single judge.

• While perhaps "practically" precedential" (based upon the premise that a single 
judge’s opinions are unlikely to change rapidly over a lifetime), superior court 
opinions are still neither published nor precedential.

• Unlike a superior court judge, the commission may operate despite a recusal or 
unavailability of a member.

• Unlike a superior court judge, a commission member may be removed for cause 
without elaborate procedures -  and more quickly replaced -  thus avoiding delays in 
resolving cases.

• Unlike a superior court judge, a commission member is appointed for a 5-year term 
and works with others with divergent views, but a superior court judge is appointed 
for life (subject to retention elections), resulting in the long-term concentration of 
power.



CSSB 311(JUD) TOPICS

Why Is De Novo Review Part Of This Bill? And What Is It?

This bill allows the appeals commission to make a de novo review on the record. 
No new evidence, no new trial is permitted on the substance of the appeal. See 
AS 23.30.128(b) -  page 41, lines 3-8.

De novo on the record is the standard in administrative law when a higher 
administrative body reviews the decision of a lower body or decision-maker. It
is the majority rule and the rule in most states in workers’ compensation appeals. 
The rule of conclusiveness is applied to the highest tier of administrative decision 
making. In order to have conclusiveness, the highest administrative tier MUST have 
the power to review de novo on the record. And since the Commission’s decisions 
are binding on the panels, the Commission must be the highest tier of administrative 
decision-making in this new system.

De novo review allows the Commission to review how carefully and rationally 
the hearing panel examined the evidence and to correct serious instances of error 
or where the weight of the relevant evidence doesn’t support the decision. These 
errors are unreachable now unless the superior court finds sufficient reason to hold 
a trial de novo.

It provides a check on error, by experts in the law, regarding the due process 
provided in the hearing, the opportunity allowed for the parties to be heard and for 
their arguments and evidence to be fairly considered; and the hearing panel’s careful 
and rational examination of the evidence, while preserving the right of a witness 
to face the determiner of his credibility.

De novo review does not apply to credibility determinations. This bill makes 
credibility determinations of the hearing panel binding on the commission and they 
cannot be set aside. The witness whose credibility is “on the line" has the right to 
face the people who are deciding if he or she is telling the truth. This bill preserves 
that right.

In Supreme Court review, the “conclusiveness rule" would apply to the 
Commission's findings and, if not disturbed by the Commission, to the hearing 
panel's findings. So standard of review by Supreme Court would not change.

De Novo review on the record doesn’t mean that the Commission can set 
aside the hearing panel’s findings on a whim. The Commission cannot act 
arbitrarily because it is subject to review for abuse of its discretion. And, unless a 
particular finding is set aside, the hearing panel's findings are conclusive -  just as 
they are now.



CSSB 311(JUD) TOPICS

Common Objections to De Novo Review

This de novo  review grants the Commission more power than the superior court.

No, the superior court has power to hold a trial de novo in whole or in part. It can hold a 
trial de novo on the record if it needs to do so. The fact that it is a power rarely 
exercised does not mean it does not exist. Because the bill limits the Commission to a 
review de novo on the record, the commission actually has less power than the superior 
court.

The law we have now at AS 23.30.122 was added to prevent court’s meddling and 
make the board’s decisions conclusive.

• Not entirely true. The law we have now was made to repel challenges to the growing 
number of panels and individual panel's power to "speak for the board". It enforced 
conclusiveness of the panel's decision and forestalled demands for a "full board 
hearing" which would have weakened the panel system.

• New system adds a superior administrative body and eliminates the board as an 
administrative agency, so there is no reason to retain the legal authority of the 
panels to "speak for the full board".

De novo  review is a “second bite of the apple”.

© Not really -  it is a second look at the bite marks in the apple.
© There is no second trial and no new evidence in this proceeding.
• D e  n o v o  review on the record means that the hearing panel’s obligation to carefully 

and rationally review the evidence, match the evidence to the elements of a claim, 
and explain the analysis used to resolve disputed issues, will be enforced.

• It is just as advantageous to employees who may believe their evidence was given 
short shrift as to employers.

De novo  review will encourage more appeals and more delay.

• Initially there may be more appeals until it becomes clear that the Commissioners 
are exercising their oversight responsibilities carefully, prudently, and reasonably.

• But delay is bound to be less than currently experienced as claimants and 
employers appeal to the Superior Court: preparation of the record delay eliminated, 
time to decision cut in half.



CSSB 311(JUD) TOPICS

Why Not Put Hearing Examiners In The Unionized State Work Force?

The hearing examiner positions are up-graded significantly in terms of qualifications 
and pay as comparied to existing workers’ compensation hearing officers. They are 
now part of a small, professional class of employees.

Other hearing examiner positions are in the "classified but excluded" group -  such 
as the hearing examiner for the Alaska Labor Relations Agency.

Classified service offers merit system protection from arbitrary employer action, 
while preserving confidence in the examiner's neutrality.

This bill bars hearing panel members from sitting in cases when the claimant is a 
member of the member's union or an employee of the member. The same rule 
should apply to the hearing examiner's relationship to the claimant.

The hearing examiner is making rulings affecting the employment rights of co­
employees. Membership in the same union creates an appearance of partiality.



CSSB 311(JUD) TOPICS

Where’s The Cost Savings? Isn’t This Just An Effort To Cut Benefits?

• Benefits to Alaska workers are not reduced in this bill.
« The cost savings will develop as the Commission resolves uncertainties in the law 

that now promote litigation and improper payment.
• A less expensive appeal mechanism that results in binding decisions on conflicts 

sooner than a Superior and/or Supreme Court appeal will result in greater 
predictability and consistency in application of the law.

• Predictability allows insurers to set rates appropriately, and retards development of 
unforeseen expenses.

• Predictability and consistency encourages market participation and competition in 
the state's insurance market.

• A system that is more like the national model, that is familiar to national insurers, will 
also encourage insurer participation in our market.

• This is an opportunity to allow the system to correct itself without an attack on 
injured workers’ benefit levels -  which is the alternative, much more di.ect method of 
reducing insurance costs.
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ALASKA. !

LABOR-MANACEMENT j
AD HOC COMMITTEE 

ON WORKERS’ COMPENSATION
I

_ _ _ _ _   [

M a r c h  5 ,  2 0 0 4  ji f jIi
T n e  H o n o r a b le  P e le  K o t l ,
S p e a k e r o f  t h e  House . J •
A la s k a  H o u s e  o f  R ep resen ta tives
S ta tt C a p ito l *
Ju n e au , A K  D9D01 ;

!, i
T h e  H o n o r a b le  G ene  T h e rr itu jlt  !
P re s id e n t o f  th o  Sena te  • j
Alaska Senate .................................  .....................  ** i
Ju n e a u , A K  5 3 0 0 1  ' j

G e n t le m e n :
J
i

T h e  A d  H o c  C om m itte e , w h ich  cons is ts o f  r e p r e s e n t a t i v e s  f r o m  in d u s try  a n d  la b o r , h is to r ic a lly  has m e t 
p a r io d ic a l ly  to  add ress Issues th a t  a ffec t su b s ta n tiv e  ch an g es (issues th a t a ffe c t  b en e fits ) in  th e  W o rk e rs ' 
C o m p e n sa t io n  Act. In Ja n u a ry  m an a g em en t a n d  la b o r  d e d d e d  ih e l im e  h ad  u o m e to  ad d re s s  su ch  Issues 
ag a in . In the  m ean  tim e , the edm in is tm tion  p r o p o s e d  5 B 3 1 1 and  H B 4 5 0 , w h ic h  d e s l w ith  p ro c e d u ra l Issues 
(issues re g a rd in g  the m ake  up a n d  m a n a g e m e n t  o f  d i e  B o a rd ) . A lth o u g h  the  A d  H o c  C om m itte e  h a d  n e v e r 
d e a lt  w ith  su ch  issues p re v io u s ly , la b o r  r e c o m m e n d e d  th e  A d  H o c  C o m m it te e  c o n s id e r  (h e  b id .

T he  C o m m it te e  reached  a g re em en t an  sec tio n s  o f  th e  b ill th a t re fe r to  th e  G u a ra n ty  Fund , c ap p in g  ou t-o f-c ta te  
w o rk e rs ' c om p en sa t io n  a tw h 3 t  th e  e m p lo y e e  w o u ld  h a ve  e a rn e d  in -sta te , p la c in g  som e  a dm in is tra t iv e  
re sp o n s ib i lit ie s  fo rm e r ly  ves ted  In th e  E o 3 rd  w ith  a W o rk e r s '  C om p en sa t io n  D iv is io n  D i r e c t o r , u n in su re d

-p e n a lt ie s •a n d - re p la d n g 'th e ^ u p e r io rC o u rc 'v v it lfa n .a p p e a ls  c o m m is s io n .  • • ■■
"  ' i

T he  C o m m it te e  has sc h e d u le d  r>o fu rth e r m ee ting s o n  the  issu e - W e  d o , h o w e v e r , an tic ip a te  m ee tin g  In  th e  
fu tu re  o n  su b s tan tiv e  issues o f  c o n c e rn  to b o th  m a n a g em en t an d  la b o r .

S in c e re ly ,

i
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R ic h a rd  C a ttanach
A sso c ia te d  G en e ra ! C o n tra c to rs  o f  A la s k a

Lau ra  Jackson  
U n iv e rs ity  o f  A la sk a

Jo h n  G a rre tt
A ly e s k a  P ip e lin e  S e rv ic e  C o m p a n y  

A p r i l R e i lly
R a in p ro o f R o o fin g , LLC

D a v id  F o rd  
Iro n w o rk e rs  L o c a l 7S1

Joh n  G u ic li i i  
IBEW

B a rb a ra  H u ff-T u ckn css  
T eam s te rs

J im  R ob is o n  
S e n io r  A la skan

rv.
C h a irm a n , S en a te  L a b o r  h  C o m m e rc e  C o m m ii ie e  

T o m  A nd e rson
C h a irm an , H o u se  o f  R ep re se n ta tiv e s  L a b o r  & C o m m e rc e  C om m itte e
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The  H o n o ra b le  C o n  B u n d e
C h a irm an , S en a te  L ab o r £• C o m m e rc e  C o m m it te e

S ta le  C a p ito l, R o o m  5 0 6  
Juneau , A K  9 9 8 0 1 - 1 1 6 2

D e a r C h a irm an  B u n d e  a n d  M e m b e rs  o f  th e  C om m it te e :

T h e  W o rk e rs ' C om p e n sa t io n  C o m m it te e  o f  A la sk a  (W C C A ) is c om p ris e d  o f  re p re se n ta t iv e s  o f  la rg e  and  sm a ll 
A la sk a  e m p lo y e rs , b o th  th o se  w h o  a re  s e lf - in s u re d  and  th o se  w h o  p u rc h a s e  w o rk e rs ' c o m p e n s a t io n  
in su rance , as w e ll as in su re rs , in su ra n c e  a d ju s te rs , b ro k e rs , a n d  a tto rn e y s  w h o  re p re se n t e m p lo y e r s  b e fo re  th e  
A la ska  .W orkers'- C o m p e n sa t io n  B o a rd , u .  ................................................ - ..........................    - ...........

It is the m is s io n  o f  W C C A  to  p ro m o te  th e  q u ic k , e ff ic ie n t , fa ir  a n d  p re d ic ta b le  d e l iv e ry  o f  in d e m n ity  and  
m ed ic a l b en e fits  to  in ju re d  w o rk e rs  at a  re a s o n a b le  cos t to  tine e m p lo y e rs  w h o  a r e  su b je c t  to  th e  A la s k a  
W o rk e rs ' C o m p e n sa t io n  A d . W e  m e e t re g u la r ly , w o rk  to  e d u c a te  e m p lo y e rs  re g a rd in g  w o rk e rs '  
c om p en sa t io n  law s , p la y  an  a c t iv e  r o le  in ra te -m a k in g  m atte rs , m o n ito r  re g u la t io n s  re la t in g  to th e  in su ra n c e  
indu stry , w o rk  tow a rd  le g is la t io n  tha t w i l l im p ro v e  the w o rk e rs '  c om p e n s a t io n  p ro c e s s , a n d  th ro u g h  o u r  
m em b e rsh ip  in  the  A d -h o c  C o m m it te e , s e rv e  as th e  em p lo y e rs ' re p re se n ta t iv e s  an d  lia is o n  to  la b o r .

W C C A  has h ad  an o p p o r tu n it y  to  r e v ie w  th e  b i l ls  (SB  3 1 1  a n d  H 8  -150} c u r r e n t ly  b e fo re  th e  L ab o r an d  
C om m e rc e  C om m itte e s  o f  the  A la s k a  le g is la tu re . W h i le  n o t p e rfe c t , w e b e l ie v e  th e se  b i lls  w i l l s ig n i f ic a n t ly  
im p ro v e  th e  w o rk e rs ' c om p e n s a t io n  p ro c e s s  in  A la sk a , in a m a n n e r  that w i l l b e  fa ir pa a l l p a r t ic ip a n ts . W e  
b e lie v e  the  b i lls , i f  p assed , w i l l e n h a n c e  th e  p ro fe s s io n a lism  o f  the  B oa rd  a n d  p ro v id e  fo r  a m o re  p ro m p t  
re so lu t io n  o f  d isp u ted  c la im s .

W C C A  th e re fo re  supp o rts  p a ssag e  o f  SB 3 1 1  and  H B  4 5 0 ,  a n d  u rges a v o te  in  fa v o r  o f  th e  b i lls  b y  th e  
m em be rs  o f  d ie  C om m itte e .

S in ce re ly ,

r

Cc: Members ol Committee



Ocean Beauty Seafoods, Inc.

S tatem en t o f  Support for CSSB 311 (JUD)

W o rk ers’ C om pensation Reform s

Ocean B eauty Seafood, Inc. is one o f  the s ta te ’s largest on shore fish processors 
with nine processing fac ilities in Southeast, South central, and W estern  Alaska.

W orkers’ com pensation insurance is one o f  our m ajor operating expenses. The 
cost o f  w orkers’ com pensation  insurance has been increasing and is fo recasted  to 
rise even faster for the n ex t several years. G iven the challenges in the salm on 
m arket created by com petition  from  farm ed fish  and global econom ic problem s, 
we are veiy sensitive to  increased costs in our business.

Ocean Beauty has been  m eeting  with o ther state legislatures, including  Oregon 
and California, on sim ilar w o rk e rs’ com pensation issues. Oregon has already 
im plem ented a system  sim ila r to that inc luded  in CSSB 311 (JU D ), and  it is 
w orking well. C alifornia, w here w orkers’ com pensation costs are escalating  at an 
alarm ing rate, is also considering  m ajor changes in its system.

W e support the proposed legislation as it w ould m ake the w orkers’ com pensation 
system  m ore predictable and  efficient.

W e do not view  the legislation as a dim inishm ent o f  benefits to our em ployees, 
nor does the A laska D epartm ent o f  Labor & W orkforce D evelopm ent.

W e do believe CSSB 311 (JU D ) will have a beneficial im pact on our fu ture  ability 
to secure w orkers’ com pensation  insurance in the A laska m arket and hopefully  at 
rates w hich w ill allow  us to continue to do business in an im portant, bu t low 
margin industry.

O cean Beauty Seafoods, Inc. wuiild like to thank the M inkow ski A dm inistration 
for drafting and proposing  this legislation. W e urge the Legislature to pass CSSB 
311 (JUD) this session in its current form .

Thank you for your consideration  o f  ou r view s.
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ALASKA

National Federation of Independent Business 

Statement o f Support for CSSB 311 (JUD) 

Workers Compensation 

A p r i l  17, 2 0 0 4

The Alaska Chapter o f the National Federation o f  Independent Business has 2.500 
members, making it the largest small-business advocacy group in the state.

NFIB supports SB 311 that makes important changes to the workers compensation 
system. These changes will result in a more efficient system with better consistency in 
decisions. This will be a plus for employers, injured workers as well as the insurance 
companies that write workers compensation insurance in Alaska.

In the current system, hearing panel appeals go to the Superior Court who are not experts 
in Workers Compensation law. Their decisions are inconsistent and are not precedent 
setting. Appeals to the Supreme Court are precedent setting. This system has been costly 
for employers and insurers and has delayed resolution o f claims for employees.

The new system creates a more experienced hearing panel consisting o f  one labor, one 
industry and one hearing examiner. Appeals would go to the Workers Compensation 
Commission made up of 3 members with experience in practicing workers compensation 
law in Alaska. Commission decisions would set legal precedent unless overturned on 
appeal by the Alaska Supreme Court. The Workers Compensation Commission replaces 
the inconsistency o f  the Superior Court. This will result in a more fair and efficient 
process with improved consistency.

It is important for business to know what the rules are and have them applied 
consistently. This bill helps accomplish that for the workers compensation system.

Vote YES on SB 311

Submitted by Thycs Shaub on behalf of N FJB /A laska.

Nationa l Fec le i a lien  o f Independen t B u s in e ss  -  ALASKA  
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WORKERS' COMPENSATION SYSTEM REVISION 
AT CRITICAL POINT FOR BUSINESS

SB 311, Insurance and Workers’ 
Compensation System, makes 
important changes to the Workers’ 
Compensation System that will 
ensure greater consistency and 
predictability o f w orkers’ 
compensation decisions and will lead 
to lower insurance costs.

In the current system, a hearing panel 
comprised of a representative of 
labor, one of management and a

hearing officer hear disputed claims. 
There arc m ore than 300 
combinations of panel members and 
hearing officers who decide cases 
without being aware of previous 
findings in similar cases and without 
being required to look at previous 
decisions. The result is a lack of 
consistency and predictability of 
decisions. Appeals ofpanel decisions 
are heard by the Superior Court and 
may be further appealed to the

A laska  S ta te  C h a m b e r o f C om m erceB u sin e ss AGENDA
Bill # D esc r ip t ion Sta tus
S 133 II ,
I IB 4 5 0

W o rk e rs  C om p . System  re fo rm  tliai w i l l ensure g reate r 
consis tency  and p red ic tab ility  o f  w o rk e rs ' com p , 
d ec is ion s and w i ll lead to lo w e r in su rance  costs.

S B 3 1 1 in Senate 
Finance. 1 IC3-I50 held 
in House L & C

SB 323 P reven ts "d ou b le  d ipp ing" by  w o rk e rs  c o lle c tin g  
w o rke rs  com p , ft out em p loy e rs , then su ing  o th e r 
com pan ies  associated with p ro je c t v ia  to rt c la im s .

Passed Senate -F2I 
L ik e ly  in House L & C  
next week

SD 276 .
I I B 4 0 j

Inc reases the A la ska  Insu rance G u a ran ty  A ssoc ia tion 's  
assessm ent cap  on  w o rke rs  com p , and p ro v id e s  to o ls  to 
inc rease  funds to pay c la im s o f  in s o lv e n t insu rance 
com pan ies .

Both in 1 louse 
Finance lo  be heard on 
4 '22

SB 203 E stab lishes a ccn lra l hearing pane l fo r  adm in is tra t iv e  
hearings.

In House Finance

1 IB-12-1. 
SB 2S7

P ro v id e s  leg a l re v iew  o f  p rop o sed  regs p r io r  lo  seeking 
p u b lic  com m en t and rev iew s fo r  con s is ten cy , c la r i ty  and 
c o n fo rm ity  to sin iuie .

1 IB 424  passed house, 
both now  in Senate 
Finance

S B 333 ,
I IB 5 3 3

K n ow n  as “ Jaw s o f  L i fe ,”  a l lo w s  c o u rt to decide 
re g u la to ry  appea ls  i f  un rea sonab le  ag en cy  de lay .

In Senate Finance

I IB 3 0 5 Inc rease  m ax im um  w eek ly  b en e fit am oun t o f  
unem p loym en t bene fits ; inc reases d isq u a li fic a tio n  
p e rio d  fo r  c la im an ts  u nem p loyed  w h o  a re  fired  fo r  cause 
o r v o lu n ta r i ly  qu it.

Passed 1 lou se  in '03 
N ow  in Senate L& C

1111253 W ages: tra in in g / llex - lim e /d e fin es  "w h ite -c o lla r "  over-tim e In 1 louse Finance

Supreme Court, with no deference 
given to the lower court’s decision. 
The current process is time 
consuming, inefficient, and costly.

SB 3 11 changes the current system 
by providing more highly trained 
hearing officers and replaces the 
Superior Court at the appellate level 
with a new Workers’ Compensation 
Appeals Commission comprised of 
three legal professionals with 
significant experience in Alaska 
workers’ compensation law. Their 
sole job will be to decide workers’ 
compensation claims and their 
decisions will set legal precedent until 
and unless overturned by the 
Supreme Court. The new process 
will be quicker and yields more 
consistent and predictable results.

The bill has passed Senate Labor & 
Commerce and Senate Judiciary 
Committees and will be heard this 
week in Senate Finance. ASCC 
members are encouraged to contact 
their Senators and urge their support 
for SB 311. Follow this nomen­
clature to e-mail your Senator: 
Senator_First_Last@Iegis.statc.ak.us

IMPORTANT: This bill is dead 
unless it is heard by House Labor 
& Commerce in the next week, 
so Committee Chair, Rep. Tom 
Anderson, must be urged to put 
SB311 on his committee schedule 
ASAP!

A PER IOD IC  LEGISLATIVE UPDATE FROM THE ALASKA STATE CHAMBER OF COMMERCE

http://www.alaskachamber.com
mailto:Senator_First_Last@Iegis.statc.ak.us


N O R TH  S T O P !) B O R O U G H
DEPARTMENT O F ADMINISTRATION AND FINANCE 
'.O .Box 69

Barrow, A laska 99723 
Phone: (9 0 7 )852-0240  
Fax: (907) 852-0245  

A. John Ames, Director

April 27, 2004

Representative Reggie Joule 
State Capital 
Room 405
Juneau, AK 99801-1182

Re: Senate Bill 276
Senate Bill 311

Dear Representative Reggie Joule:

The North Slope Borough is concerned with the status o f the Workers’ Compensation 
system in the State of Alaska. We are counting on the fact that the legislature will 
quickly realize tire importance both of these bills and pass them through the various 
committees to Governor Murkowski for his signature.

Senate Bill 276

The North Slope Borough, the North Slope Borough School District and other 
organizations conducting business within our boundaries were insured with Industrial 
Indemnity, which, through an acquisition, became Fremont Indemnity Company. While I 
cannot state for certain the value of the claims that have not been resolved for the North 
Slope Borough School District, the value of the Borough’s open claims with Fremont 
Indemnity Company exceeds $50,000.

As a course o f business, the North Slope Borough contracts with other parties for many 
sendees. In this process, we have accepted certificates o f insurance showing that our 
contractors were also insured with the Industrial Indemnity/Fremont Indemnity 
Company. It would be foolish to believe that these contractors do not also have 
unresolved claims with Fremont Indemnity Company.

hi the event that Senate Bill 276 is not passed by the legislature and signed into law it is 
quite certain that the Alaska Insurance Guaranty Association will be unable to pay these 
unresolved claims. The North Slope Borough would certainly bear the financial burden 
for the unresolved claims o f its employees and, perhaps, the employees of its contractors 
if the contractor were unable to make such payments.



April 27,2004 
Representative Reggie Joule 
Page Two

For these reasons and tire impact the insolvency o f the Alaska Insurance Guaranty 
Association could have on the Alaska business community, we respectfully request that 
the House Finance Committee, without any amendments, send Senate Bill 276 to the 
House Rules committee. .It is our hope that the bill will then be forwarded to Governor 
Murkowski for signature and enactment.

Senate Bill 311

The cost of tire North Slope-Borough’s Workers’ Compensation policies has increased 
significantly over the past few years. This is in a time when our payrolls have decreased 
due to the reduction in the programs and services offered by the borough.

The attached chart shows the changes in our Workers’ Compensation rates over the past 
five years. When comparing Fiscal Year 2000 to what we will be paying in Fiscal Year 
2005 (beginning on July 1, 2004) the changes in the rates are quite dramatic when you 
compare FY 00 to FY 05.

In speaking with out brokers, insurers, adjusters and legal counsel it appears that the 
problems within the Workers’ Compensation Act are numerous. It is our opinion that 
Senate Bill 311 could be the first step in reforming the act. Reformation may, and most 
likely will, result in rates being stabilized if not decreased in the next few years. Without 
such reform we may be forced to further reduce programs and sendees simply to comply 
with the statutes regulating Workers’ Compensation for employers.

We respectfully request that you work with your colleagues in passing this bill cut of 
conunittee(s) and forward to Governor Murkowski for signature.

Thank you for your attention to this matter.

Sincerely,

lgh

A. John Ames
'Director o f Administration and Finance



North Slope Borough 
Historic Workers’ Compensation Rates per £100 of Payroll

Class Code 
3365 
5183 
5190 
5403 
5474 
5509 
5606 
5610 
5645 
5651 
6217 
6319 
7219 
7231 
7370 
7380 
7382 
7414 
7422 
7520 
7539 
7580 
7590 
7704 
7720 
8227 
8292 
8350 
8380 
8742 
8810 
8829 
6831
8832
8833 
8835 
9015 
9040 
9058 
9061 
9064 
9078
9402
9403 
9410

FY 2000 
Rates 

$14.01 
$4.33 
$5.16 
$9.31 
$8.17 

$10.47 
$1.70 

N/A 
$10.61 

N/A 
$7.93 
$6.26 
$9.70 

N/A 
$5.44 
$4.54 
$6.59 
$7.41 
$5.87 
$3.45 
$3.50 
$2.07 
$7.85 
$5.10 
$3.66 
$4.36 

N/A 
N/A 

$4.07 
$0.65 
$0.49 
$5.79 
$1.56 
$0.69 
$2.05 
$3.33 
$4.80 
S4.95 
$3.22 
$2.39 

N/A 
$3.95 

$10.34 
$8.98 
$2.28

FY 2001 
Rates 

$14.81 
$5.10 
$5.50 
$9.03 
$8.25 
$8.59 
$1.72 

N/A 
$12.17 

N/A 
$8.57 
$6.24 
$8.83 

N/A 
$4.96 
$4.80 
$6.45 
$7.31 
$4.40 
$3.48 
$3.35 
$2.20 
$7.05 
$5.19 
$3.23 
$4.36 

N/A 
N/A 

$3.92 
$0.55 
$0.50 
$6.75 
$1.72 
$0.77 
$2.01 
$3.81 
$4.69 
$4.87 
$3.06 
$2.52 

N/A 
$4.03 

$11.46 
$10.10 

$2.23

CNOo FY 2003 FY2004 FY2005

tes Rates Rates Rales

$16.16 $17.54 $23.32 $27.58

$5.62 $6.90 $9.63 $12.98

$6.10 57.38 $10.63 $13.96

$9.88 $10.83 $13.18 $15.22

$9.02 $10.08 $15.33 $17.91

$9.19 $9.41 $9.91 $9.27

$1.89 $2.18 $3.01 $3.70

$7.98 $8.81 $11.66 $12.40

$13.21 $17.17 $24.80 $28.20

$9.37 $10.62 $13.54 $18.72

$9.37 $12.62 $20.43 $21.49

$6.79 $8.34 $10.51 $9.83

$9.68 $12.10 $14.72 $19.17

$9.79 $10.75 $12.02 $13.74

$5.41 $6.16 $7.96 $10.81

$5.25 $6.08 $7.67 $9.69

$6.91 $6.77 $7.62 $8.25

$8.12 $9.44 $11.44 $11.42

$5.09 $5.87 $6.91 $7.20

$3.78 $4.93 $6.47 $7.40

$3.68 $4.77 $6.21 $8.43

S2.41 $3.04 $3.97 $5.17

$7.63 $8.70 $11.27 $12.47

$5.64 $5.52 $6.42 S8.70

$3.52 S3.4 5 $3.97 $4.65

$4.81 $6.48 $9.87 S12.68

54.73 $5.66 $7.98 $11.64

$4.73 $5.70 S9.20 $11.21

$4.27 $4.80 $6.86 $8.30

$0.60 $0.68 $0,93 $1.11

$0.55 $0.57 $0.83 S1.16

$7.23 $8.72 $14.60 $18.41

$1.83 $2.10 $2.96 $3.79

$0.83 $0.87 $1.05 $1.57

$2.14 $1.99 $2.86 $3.43

$4.12 $3.81 S4.27 $5.67

55.05 $5.68 S7.67 $12.11

$5.21 $4.60 $4.97 $7.70

$3.30 $3.09 $4.16 S4.95

$2.71 $2.70 $3.75 $5.12

$0.87 N/A N/A $2.84

$4.48 $4.84 $6.91 $9.86

$12.37 $12.10 $11.94 $16.19

$11.16 $12.29 $15.26 $18.44

52.43 $2.50 S3.4 9 $4.05

Ifc fi

I
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Two critical bills the Legislature needs to pass this session are SB 276 and SB .311 to protect Alaska'Workers and employers. 

The first is necessary to ensure that legitimately injured workers continue to .receive the benefits to which they are entitled. The other adopts changes to Alaska’s Workers’
Compensation statutes to make the system fair, predictable and more efficient fo r workers and employers. •. ' \  r-V-T

Contact your SegisSators and ask for th e ir support TODAY!
•„ Find email and phone information for legislators at wwwJeois.state.ak.us ' . -
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ACS Consulting 
Alaska Business Monthly 
Alaska Commercial Company 
Alaska Independent Insurance Agents 

and Brokers 
Alaska Laundry and Cleaners 
Alaska Marine Lines
Alaska Municipal League Joint Insurance 

Association 
Alaska State Chamber of Commerce 
Alaska USA Federal Credit Union 
Alaska West Express 
Anchorage Chamber of Commerce 
Anchorage Sand & Gravel Company . 
Aspen Hotels of Alaska 
ASRC Energy Services 
Bering Marine Corporation 
Capital Chevrolet 
Chugach Electric Association 
Cindy Cashen 
Coastal Helicopters 
Copy Express 
Denali Drilling 
Don Gilman
Doyon Universal Services 
Era Aviation, Inc.
First National Bank Alaska 
Flint Hills Resources .
Great Bear Ford 
Harbor Adjustment Service 
Hyak Mining Company 4 
Icicle Seafoods '■ ' • ' ‘
Inlet Petroleum

Juneau RaquetClub
Kenai Chrysler
KRK Management
Liberty Northwest
Living Visions, LLC
Lynden Air Cargo
Lynden Air Freight
Lynden Logistics
Lynden Transport
Mendenhall & Associates
North Pacific Processors
North Star Terminal & Stevedore Co.
Northwest Technical Services
Nugget Outfitters
Ocean Beauty Seafoods, Inc.
Patton Boggs LLP 
Providence Health System in Alaska 
R&M Consultants 
Redi Electric Inc.
Russell Shaub 
Service Auto Parts, Inc.
Shaub & Associates 
Spenard Builders Supply 
Superior Plumbing & Heating 
TelAlaska
The Fairweather Companies 
Udelhoven Oilfield System Services, Inc. 
UNIT Company 
Veco Corporation 
Watterson Construction Co.
Weaver Bros., Inc.
Web Weavers Technology Group 
Willis of Alaska, Inc.
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A C O N S E R V A T I V E  V O I C E  F O R  A L A S K A N S

WORKERS’ COMPENSATION SYSTEM NEEDS . . .

Overhaul
THERE IS MUCH to do as this legislative session ap­

proaches its final days, and among the measures that 
need attention is one that would overhaul the state’s out-of­

whack workers’ compensation system.
The Senate’s CSSB311 would do away with the Workers’ 

Compensation Board and its hearing officers and replace 
them with a Workers Compensation Hearings Board and 
more-qualified hearing examiners.
• The new system would set up a Division of Workers’ Com­
pensation and a three-member Workers’ Compensation Ap­
peals Commission to build in consistency and predictability. 
The commissioners — lawyers appointed by the governor 
and confirmed by the Legislature—would supervise work­
ers’ compensation hearing examiners, also lawyers, and 
hear appeals from the hearing panels.

Commissioners would be able to review evidence de novo, 
or without resorting to a full hearing, and correct errors by 
the hearings board That has been a sticking point for labor 
interests up until now. Further appeals would go directly to 
the Alaska Supreme Count.

THE WAY things are now, the Workers’ Compensation 
Board assigns a three-member panel to hear a case, and 
that trio decides the matter, with appeals going to the Supe- , 
rior Court and then the Supreme Court. The problem? The 
process is time-consuming and there is little to no consisten­
cy in outcomes, as each panel can view the law differently 
and the Superior Court judges do not set precedent or pub­
lish their workers’ compensation decisions.

The result is a mish-mash of labor law decisions and hel­
ter-skelter outcomes for workers, in addition to increased 
costs for large and small businesses alike.

The proposed changes would allow the three-member 
commission, rather than dozens of Superior Court judges, 
over time to build a body of consistent labor law in Alaska.

All of this is necessary because Alaska’s current antiquat­
ed system makes it expensive and difficult for insurance 
companies to compete here, and it has worked to reduce the 
number of carriers in Alaska.

Increased medical costs, the length of time necessary to 
settle cases and the sheer number of claims all work to make 
Alaska unattractive. By some accounts, workers’ compensa­
tion insurance carriers are annually losing 5 percent more in 
Alaska than the national average.

Add to all that the increasing costs of the “unassigned risk 
pool” where employers, required to carry workers’ compensa­
tion insurance, can get insurance when it is unavailable to 
them in conventional markets. Losses there are shared by 
all insurance companies doing business in Alaska. State offi­
cials say Alaska has posted the highest losses in its assigned 
risk pool of all the other states.

The Senate measure has been transmitted to the House.
It deserves a vote. Alaska’s businesses and workers deserve 
no less.

Wednesday, May 5, 2004
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May 7, 2004

Representative Tom Anderson 
Chair, Labor and Commerce Committee 
State Capitol Building 
Juneau, AK 99801-1182

Re: Senate Bill 311

Dear Tom:

On behalf of over 7000 members represented by Teamsters Local 959 within this state, 
as well as those many unrepresented workers, we wish to express our objections to the 
passage of SB 311. As you may be aware, this bill has gone through several changes, 
and we appreciate the time this administration has put forth to that end. We believe the 
changes made thus far have only helped make a bad bill a little better, not only for the 
injured worker, but for the companies and insurance companies disputing the claimant. 
All of us have seen and felt the increased cost of worker’s compensation insurance. Our 
Local and Trust employ sixty staff members. As with other employers, we are required to 
carry coverage for each employee. We share, and will continue to share, the increased 
cost of worker’s compensation, along with other employers in the state. Therefore, we 
have a common employer interest in the outcome of any legislation, not withstanding the 
impact on the injured workers.

Worker's compensation insurance was put In place to assist workers injured on the job. 
For this insurance, the worker has given up their right to sue for large jury awards in 
exchange for more modest but guaranteed compensation, medical bills, and permanency. 
Employers gave up their cozy system of fault-based liability in exchange for a no-fault 
system, which placed limits on the amount of money they would be required to pay the 
injured worker. The basic objectives of workers compensation laws are to:

Provide swift and certain income, as well as medical benefits, to the victim of work 
accidents or income benefits to their dependents, regardless of fault.

To provide a single remedy and reduce court delays, costs, and workloads arising 
out of personal injury litigation.

www.aktenm ste rs .com
• A nchorage 0 0 7 ) 565-8122 • Fairbanks (907) 452-2959 • Ju n e a u  (907) 586-3225 • Kenoi (907) 283-4498 ■ Kodiak (907I 486-6818

• F n x  (907) 565-8265 • Fax (907) 452-5051 - Fax (907) 586-1227 • Fax (907) 283-8030 • Fax (907) <186-6813

http://www.aktenmsters.com


To relieve public and private charities of financial drains incidental to 
uncompensated industrial accidents.

Eliminate payment fees to lawyers and witnesses, as well as time consuming trials 
and appeals.

While some have stated the system is "broke", there have been no statistics introduced to 
support this allegation. In point of fact, the statistics would argue the system is not “broke." 
For example, over the five-year period between 1999 and 2003, the board issued 1363 
decisions and orders, excluding petitions. Total appeals during that time were 189, or 
13.2%. Reversals from the Supreme Court were 25, or 1.89%. I am sure there are many 
administrative law systems out there which would like to boast such statistics.

We believe it is extremely difficult to realize appreciable savings from a bill that only seeks 
to find efficiencies in such a tiny percentage of cases. While efficiency reform may be a 
good idea in and of itself, the number of cases that will benefit from the efficiencies in this 
bill are simply too small to bring about savings significant enough to have any impact on 
worker’s compensation insurance rates.

With tha* ''•eing said, there are some good revisions in this bill. For example, the first 
seven sections of the bill we can support. We believe this will help keep the Alaska 
Guaranty Association solvent. This is good for injured workers, and in the long run, 
employers as well.

The bill also increases the qualifications of the hearing officers; all will be required to have 
passed the Alaska Bar Exam. The hearing officers will be tasked with instructing the panel 
members under the proposed bill, much like a judge instructs a jury. This change, in and 
of itself, assures more consistency to decisions, if that is a current problem. The hearing 
officer salary is also increased under this bill, to a range 24. This should enhance the 
stability of the workforce, as well as draw more applicants with interest and experience in 
worker's compensation.

The bill further requires all three members of the hearing panel, composed of a hearing 
officer and two members of the board, be present to conduct a hearing.

The bill separates the administrative and adjudicative function and establishes a worker's 
compensation division. While the division has been doing the work, it has not codified in 
statute. The board has simply delegated those administrative functions.

Under this bill, the division will also have the ability to fine employers who do not purchase 
workers's compensation insurance.

Representative Tom Anderson
May 7, 2004
Page 2.
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White those changes are good, and probably necessary, the administration has continued 
in this bill to further overhaul the worker's compensation system, under the guise that it will 
reduce insurance rates and assure more consistent and predictable decisions.

The administration's main argument is that the restructured worker’s compensation system 
will produce a cost savings due to more consistent and predictable results in contested 
cases. The touchstone of this argument is the creation of the appeals commission. Herein 
lies the disagreement.

As originally introduced, this bill had no sidebars on the governor's appointment of the 
commissioners. Any three Alaska lawyers, with at least five years of active practice and 
some "experience'’ with worker's compensation law, would qualify for consideration. After 
many of us raised complaints that a lack of balance between labor and management on 
the commission would lead to distrust of their decisions, the administration agreed to 
compromise. They agreed to constitute the commission in much the same manner as the 
current worker's compensation panels are constituted. That is, one member from labor, 
one from industry, and the third being the hearing officer.

Although we would have preferred the potential candidates come through the judicial 
council, we believed this compromise was at least an improvement. With the action most 
recently taken by the governor in appointing a thirty-year management representative to 
the vacant labor seat on the Alaska Labor Relations Board, there is some concern. There 
is a saying that the best prediction of future behavior is past behavior. With the added 
layer of legislative approval, hopefully that future behavior will be remedied.

Let's go back to the idea of cost savings through consistent and predictable decisions. If 
the consistent and predictable decisions result in the same level of awards as are currently 
being paid, there will be no cost savings. Surely there will not be any savings if the awards 
are consistently and predictably higher.

Therefore, the only way that consistency and predictability will result in a cost savings is 
if awards to injured workers are lower than currently paid. The only way to assure this is 
by stacking the appeals commission and giving it the power to set binding precedents, so 
that its decisions affect thousands of cases, and not only those that come before it.

Mr. Chairman, while this bill does not expressly reduce worker’s compensation awards to 
injured Alaskans, that is in fact where the savings will come from. This will turn the now 
trusted worker’s compensation system on its head. If workers don't trust the system to be 
fair the will be more, not less, litigation. If the employers feel they have another bite at the 
apple, they will appeal also. We believe such would be the case by allowing the “de novo" 
review in Section 64 of this bill.

Representative I om Anderson
May 7, 2004
Page 3.



Representative Tom Anderson
May 7, 2004
Page 4.

While we reluctantly agreed to drop the Superior Court review, a system already in place 
and void of political influence from one administration to the next, we have major 
disagreement on the amount of power of discretion given to the Appeals Commission. The 
de novo review must be removed from this bill. It has been stated that this bill was not 
intended to change any worker’s compensation laws. If that is the case, then this 
politically-appointed Appeals Commission should have only limited power to review 
decisions of the hearing panel to ensure their decisions are supported by substantial 
evidence, as the courts do now.

To allow the Appeals Commission to disregard a panel decision and hear the case anew 
will encourage delay, more costly litigation, and increased attorney costs, at the expense 
of widows, injured workers, end all Alaskan employers.

In summary, while we agreed to add an additional layer of high-paid government 
employees to the state payroll in the form of the Appeals Commission, we cannot agree 
that this politically-appointed Appeals Commission should have the same power vested 
in them that impartial Superior Court judge would have. We therefore ask that the Appeals 
Commission be removed, in light of all the other changes incorporated into this bill, and 
that the appeal to Superior Court remain. Or, if this committee believes the state needs 
to bring on an additional layer of politically-appointed employees, then we ask the de novo 
review be removed from the Appeals Commission.

Without changes to this bill, we cannot support it, and ask that you and the members of 
your committee vote “no" on its passage.

Representative Nancy Dahlstrom 
Representative Bob Lynn 
Representative Norm Rokeberg 
Representative Harry Crawford 
Representative David Guttenberg 
Michael T. Kenny

Sincerely,

Barbara HuffTu^kness
Director of Legislative and Government Affairs

BHT/050704

c: Vice-Chairman Carl Gatto



2002 ANNUAL REPORT 
RATIO OF PAY TYPE 

TO TOTAL PAYMENTS

1993 1994 1995 1996 1997

Medical 60,047,202 43.33% 62,205,607 46.28% 57,717,435 44^4% 62,751,359 44.95% 67,672,646 4676%

r rD 24,036,463 17.34% 23,462,515 17.45% 25,183,229 19.30% 27,084,382 19.40% 28,171,772 "l£L47%T

TPD 913,724 0.66% 890,470 0.66% 968,922 0.74% 865,035 0.62% 797,399 0.55%

PPI(PPD) 23,547,471 16.99% 21,441,007 15.95%' 21,563,022 16.53% 20,546,073 14.72% 18,508,016 12.79%

PTD 4,385,963 3.16% 3,128,156 2.33% 3,523,215 2.70% 4,305,977 3.08% 4,336,892 3.00%

Penalty 148,783 0.11% 131,806 0.10% 283,977 0.22% 141,584 0.10% 260,193 , 0.18%
SIF 3,569,260 2.58% 2,536,356 1.89% 2,499,489 1.92% 2,818,651 2.02% 2,355,128 1.63%

DthBenefits 4,312,049 3.11% 4,204,661 3.13% 2,906,319 2.23% 3,086,755 2.21% 3,147,247 2.17%

Plan Eval 842,969 0.60% 1,016,651 0.70%

R.S. Fees 2,061,074 1.49% 1,561,482 1.16% 1,350,520 1.04% 490,976 0.35% 663,668 0.46%

Plan Monitor 339,993 0.24% 284,409 0.20%

Plan Costs 842,670 0.61% 668,179 0.50% 764,117 0.59% 597,035 0.43% 655,858 0.45%

Wage 41 (k) 3,321,362 2.40% 3,346,410 2.49% 3,048,760 2.34% 4,586,513 3.29% 5,935,863 4.10%

Interest 50,263 0.04% ^ 4,160 0.00% 16,099 0.01% 39,440 0.03% 99,016 0.07%

Ee Atty 1,939,819 1.40% * 1,811,531 1.35% 1,509,331 1.16% 2,053,463 1.47% 2,006,037 1.39%

Er Atty 5,716,106 4.12% 5,688,280 4.23% ' 5,171,791 3.96% 5,768,596 4.13% 5,833,955 4.03%

Lit. Costs 1,569,785 1.13% 1,428,870 1.06% 1,176,065 0.90% 1,088,785 0.78% 963,094 0.67%

Other 2,117,487 1.53% 1,913,586 1.42% 2,779,064 2.13% 2,186,135 1.57% 2,004,079 1.38%

Total 138,579,481 134,423,076 130,461,355 139,593,721 144,711,923

ARSTATS.XLW / PAYTYPETOTr  '.'L.XLS



2002 ANNUAL REPORT 
RATIO OF PAY TYPE 

TO TOTAL PAYMENTS

1998 1999 2000 2001 2002

Medical 64,190,075 45.70% 70,290.812 47.10% 81.102,934 48.98% 95,601,591 49.62% 106,577,666
1 W IW U  1 V  M ■
TTD 24,187,575 17.22% 26,236,078 17.58% 29,089,884 17.57% 36,450,645 18.92% 36,690,714

TPD 1,164,561 0.83% 1,037,210 0.69% 1,095,667 0.66% 1,279,734 0.66% 1,489,050

PPI(PPD)
PTD

16,776,163 11.94% 17,753,216 11.90%' 17,760,993 10.73% 19,830,312 10.29% 22,387,335

4,760,662 3.39% 5,475,876 3.67% 4,681,437 2.83% 4,948,657 2.57% 4,683,971

Penalty
SIF

165,096 0.12% 229,100 0.15% 201,498 0.12% 331,721 0.17% 354,989

3,395,574 2.42% 2,561,261 1.72% 2,780,605 1.68% 3,374,140 1.75% 3,700,620

DthBenefits 4,569,732 3.25% 4,247,483 2.85% 4,601,417 2.78% 4,182,768 2.17% 3,264,390

Plan Eval 754,822 0.54% 1,097,997 0.74% 2,285,233 1.38% 1,535,866 0.80% 1,697,589
1 i W# V V » M 1
R.S. Fees 843,133 0.60% 755,453 0.51% 550,323 0.33% 608,472 0.32% 843,839

Plan Monitor 202,363 0.14% 492,594 0.33% 325,853 0.20% 645,511 0.34% 706,684

Plan Costs 853,144 0.61% 819,070 0.55% 1,289,969 0.78% 1,825,004 0.95% 1,820,918

Waqe 41 (k) 6,127,190 4.36% 6,376,051 4.27% 7,734,349 4.67% 8,521,781 4.42% 10,680,160

Interest 137,952 0.10% 31,639 0,02% 108,458 0.07% 59,236 0.03% 83,313

Ee Atty 
Er Atty 
Lit. Costs

2,100,720 1.50% ' 2,339,815 1.57% 2,626,647 1.59% 2,840,032 1.47% 2,676,574

5,848,025 4.16% 5,628,394 3.77% ' 5,654,508 3.41% 5,728,040 2.97% 7,060,476

2,318,344 1.65% 860,880 0.58% 992,594 0.60% 805,221 0.42% 1,214,530

Other 2,065,222 1.47% 3,015,990 2.02% 2,716,638 1.64% 4,085,900 2.12% 4,678,338

Total 140,460,353 149,248,919 165,599,008 192,654,631 210,611,156

50.60%, 
T 7A2% 

0.71% 
10.63% 

2.22% 
0.17% 
1.76% 
1.55% 
0.81% 
0.40% 
0.34% 
0.86% 
5.07% 
0.04% 
1.27% 
3.35% 
0,58% 
2 .22%
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Alaska Firsl
C  O M M U N I T

B A N K  & T R U S 1
Ron Kukes 

President and 
Chief Executive Officer

May 7,2004 3301 c  s,reet
Anchorage, AK 99503

907-644-1223
Representative Tom Anderson fax 907-561-76G-
Labor & Commerce Chairman ron@libank.com

Dear Representative Anderson:

I support SB 311, the bill which makes important changes to the workers compensation 
system. Wherever we can add efficiencies coupled with improved consistency in the 
decision-making process, it only makes sense to approve such a measure. This bill 
provides benefits to employers, injured employees and the insurance companies that write 
the workers compensation policies in Alaska.

Please vote YES on SB 311.

Sincerely

Member HDIC

mailto:ron@libank.com


N F IB
'[ he Voice o f  Sm a ll Business '

ALASKA

National Federation of Independent Business 

Statement of Support for SB 311 

Workers Compensation Program Reform 

May 7, 2004

The Alaska Chapter o f  the National Federation o f Independent Business has 2,500 members, making it 
the largest small-business advocacy group in the state.

NFIB supports SB 311 that makes important changes to the workers compensation system. These 
changes will result in a more efficient system with better consistency in decisions. This will be a plus 
for employers, injured workers as well as the insurance companies that write workers compensation 
insurance in Alaska.

In the current system, hearing panel appeals go to the Superior Court who are not experts in Workers 
Compensation law. Their decisions are inconsistent and are not precedent setting. Appeals to the 
Supreme Court are precedent setting. This system has been costly for employers and insurers and has 
delayed resolution o f  claims for employees.

The new system creates a more experienced hearing panel consisting o f one labor, one industry and one 
hearing examiner. Appeals would go to the Workers Compensation Commission made up o f 3 
members with experience in practicing workers compensation law in Alaska. Commission decisions 
would set legal precedent unless overturned on appeal by the Alaska Supreme Court. The Workers 
Compensation Commission replaces the inconsistency o f  the Superior Court. This will result in a more 
fair and efficient process with improved consistency.

It is important for business to know what the rules are and have them applied consistently. This bill 
helps accomplish that for the workers compensation system.

Vote YES on SB 311

Submitted by Thyes Shaub on behalf o f  NFIB/Alaska.

National Fede ra tion  o f Independen t B u s in e ss  -  ALASKA  
2 1 7  S e c o n d  S t ., Su ite 2 0 6  •  Ju n e au , AK 9 9 8 0 1  •  9 0 7 - 4 6 3 - 5 1  18 •  Fax 9 0 7 - 4 6 3 - 5 1 2 8  •  vw w .N F IB .com



STEVEN CONSTANTINO 738 “H” Street -  Suite 300
Anchorage, Alaska 99501

ATTORNEY AT LAW Telephone (907) 569-2667
Facsimile (907) 569-2668

7 May 2004 
VIA FACSIMILE

Representative Anderson
Chair -  House Labor & Commerce Committee
Alaska Legislature
Juneau, Alaska
FAX (907)465-2418

RE: CSSB 311 (JUD) -  Workers Compensation 

Dear Representative Anderson:

I am among several people who spent much of the afternoon in the Legislative Information 
Offices In Anchorage waiting for the House Labor and Commerce Committee to take up 
consideration of CSSB 311 (JUD). I am keenly interested in this legislation. I wanted an opportunity 
to testify on this bill, listen to the testimony of the other witnesses, and observe the Committee's 
actions. I believe this to be my right as a citizen of Alaska. I appreciate that Committee members 
have other legislative duties, particularly at the end of session, but I wanted to note my objection to 
your action In formally adjourning the House Labor and Committee while "subject to the call of the 
chair.”

The people of Alaska now have no way of knowing when the House Labor and Commerce 
will resume taking testimony or act on CSSB 311. I believe this action violates the public notice 
requirements and the 24-hour notice rule. Having formally adjourned the committee meeting, I 
question whether any actions the committee might now take on CSSB 311 without giving the public 
24 hours prior notice of a new meeting will be lawful.

Please include this statement in the Committee's official record.



CS fo r SB  3 1 1

Subject: CS for SB 311
Date: Fri, 7 May 2004 10:54:32 -0800

From : "Murray, Dennis" <Dennis.Murray@bannerhealth.com> 
To: <Representative_Tom_Anderson @legis.state.ak.us> 

CC: Representative._Nancy_Dahlstrom@legis.stale.ak.us>, 
<Representative_Nonnan_Rokeberg@Iegis.state.ak.us>, 
<Representative_Bob_Lynn@legis.state.ak.us>, 
<Representative_Carl_Gatto@legis.state.ak.us>, 
<Representative_Harry_Crawford@legis.state.ak.us>, 
<Representative_Mike_Chenault@Legis.state.ak.us>, 
<Representati ve_Kelly_Wolf@legis. state. ak.us>

Dear Rep. Anderson:

I would very much want to support the passage of CS for SB 311 in its current amended form as it passed the 
Senate. This is a major re-write of the Worker's Compensation System which is badly needed if Alaska is to join the 
remainder of the states in crafting a system that is balanced and fair. The current system is replete with problems 
and is too politicized. This legislation would greatly help by creating a Commission to adjudicate the disputes 
between workers, their empoyers and the insurers.

I know you have it up for consideration in your committee. Please pass it out today.

Thanks.

Dennis Murray, Administrator 

Heritage Place Nursing Facility

I o f  l S/S/2004 8 : 15 AM

mailto:Dennis.Murray@bannerhealth.com
mailto:Representative._Nancy_Dahlstrom@legis.stale.ak.us
mailto:Representative_Nonnan_Rokeberg@Iegis.state.ak.us
mailto:Representative_Bob_Lynn@legis.state.ak.us
mailto:Representative_Carl_Gatto@legis.state.ak.us
mailto:Representative_Harry_Crawford@legis.state.ak.us
mailto:Representative_Mike_Chenault@Legis.state.ak.us


SB3II

Subject: SB311
Date: Fri, 07 May 2004 12:19:59 -0800 

From: Baker Household <bakerhome@gci.net>
To: Representative_Tom_Anderson@legis.state.ak.us

Dear Tom,

We feel strongly that this bill should be moved out of committee to get on the calendar immediately. We must have 
a bill to provide some relief of rate stabilization and have claims managed according to a consistent plan. Please do 
all you can to move this Bill SB311.
Sincerely,
Kathe Weber-Baker

I of I 5/8/2004 8:15 A M

mailto:bakerhome@gci.net
mailto:Representative_Tom_Anderson@legis.state.ak.us


Subject:
Date: Fri, 7 May 2004 I4:34:5S -0S00

From : "Millie Gibson" <milliegibson@watter.sonconstruction.com> 
To: <Representative_Tom_Anderson@legis.state.ak.us>

CC: <Representative_Carl_Gatto@legis.state.ak.us>,
<Representative_Nancy_Dahlstroni@legis.state.ak.us>, 
<Representati ve_Norman_Rokeberg@legis..state.ak.Lis>, 
<Representative_Bob_Lynn@Iegis. state. ak.us>, 
<Repiesentative_Hurry_Crawford@legis.state.ak.us>, 
<Representative_David_Guttenberg@legis.state.ak.us>, 
<Represcntative_Pete_Kotl@legis.state.ak.us>

Dear House Labor and Commerce Committee;

T h is  is  o  in fo rm  y o u  th a t  W a t t e r s o n  C o n s t r u c t io n  C o .  s u p p o r t s  b ill S B 3 1 1 W o r k e r s ’ C o m p e n s a t i o n  S y s t e m  
R e f o r r r . It w o u ld  b e n e f i t  a l l c o m p a n ie s  in A la s k a  to h ave  a p ane l w h ich  has the k n ow le d g e  o f  A la s k a ’ s W o r k m a n ’ s 
C o m p e n sa t io n  S ta tu te s . A s  the law  stands n ow , m any  cases a rc  ru le d  in the fa v o r  o f  the e m p lo y e e  w ith ou t any 
su b s ta n tia l e v id e n c e . W h i le  w e su p p o rt the

W o r k m e n ’ s C o m p e n sa t io n  p ro g ram , the c u rren t law s en cou ra g e  f r iv o lo u s  c la im s  cau s in g  p rem ium s to  r is e  f o r  a l l 
A la s k a n  C o m p a n ie s . P le a s e  con ta c t us w ith any  qu es tion s .

Sincerely, Sincerely,

Watterson Construction Co. Watterson Construction Co.

Bill Watterson Millie Gibson

President Safety Manager

I o f  I 5/8/2004 8:14 A M

mailto:milliegibson@watter.sonconstruction.com
mailto:Representative_Tom_Anderson@legis.state.ak.us
mailto:Representative_Carl_Gatto@legis.state.ak.us
mailto:Representative_Nancy_Dahlstroni@legis.state.ak.us
mailto:Repiesentative_Hurry_Crawford@legis.state.ak.us
mailto:Representative_David_Guttenberg@legis.state.ak.us
mailto:Represcntative_Pete_Kotl@legis.state.ak.us
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May 8,2004

Representative Anderson and the members of the House Labor and Commerce 

Committee;

My name is Lori Wing and I am the President of the Alaska Independent Insurance 

Agents and Brokers. Collectively, our association, the AIIAB, represents in the 

insurance market, employers from Ketchikan to Barrow, from Kaktovik to Adak.

Our clients are governmental entities; privately held and publicly traded corporations; 

limited liability companies and joint ventures. They are for profit and not-for-profit. 

They^are large and small. All together, they make-up the business community, the 

economic base, of the State of Alaska.

The past few years these employers have experienced significant increased costs in their 

Workers’ Compensation programs. Theses increases do'not reflect any corresponding 

increase in workplace hazards or change in the types of reported injuries or diseases. 

In fact, employers have successfully reduced the frequency of workplace injuries by 

almost 40% since 1990. Despite these safety gains, Workers’ Compensation costs have 

continued to rise far faster than the medical inflation rate.

For those that purchased a traditional insurance product the cost is reflected in their 

insurance premium. For those self-insuring the cost is reflected in their direct payment 

of claims. Regardless, the employer is paying the cost. And with all due respect to 

Labor, I, nor any of my colleagues, have ever delivered a proposal for Workers’ 

Compensation where the employer has told us that Labor was paying the bill.

1
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Starting in 1911, Workers’ Compensation lav/s were introduced as a covenant between 

employees and employers. Employees gave up their right to sue their employers for 

on-the-job injuries in exchange for fast and efficient wages-loss replacement, reasonable 

and necessary medical care and, when complete medical cure was not possible, 

disability awards to compensate for lost future earnings. Without this covenant, the 

entire US economy would be mired in endless litigation high expense and unpaired 

productivity.

In light of these noble purposes, consider what is happening in California -  Employers 

in that state will pay $30 billion for Workers' Compensation coverage in 2004, up 

from $9 billion in 1995.

In Alaska -  rates have changed dramatically in the past yeax ĵ.

•  Clerical (8810) rates up 40% this year/ up 81% since 1999;

Hospital Employees (9040) up 54%,

( •  Sand and Gravel Digging (4021) up 35%;
j

I  o Contractors Supervisors (5606) up 22%;

Restaurant Workers (9079) up 29%;

Street or Road Construction (5516) up 37%;

Roofers (5551), who took a modest increase of 4% this year, up 99% since 

1999.

/

Sometimes these increases are on jobs that have already been bid,- work already in 

progress - there is no way for the contractor to recoup these additional costs.

What does this mean to the employer -  these arc actual examples of employers in 

Alaska; For these examples the payrolls are identical so that the premiums are apples 

to apples.

2
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From the hospitality industry:

• A restaurant in Anchorage -  last year $73,000 but this year $98,000.

• A restaurant/brew house -  last year $93,000 but this year $123,000

From the construction industry:

» An Anchorage based small/medium size contract last year $65,565 but this year 

$93,482.

• An entity with locations in Anchorage and Fairbanks that supplies products to 

the building/construction industry last year $269,000 but this year $357,00.

• A  contractor in Palmer last year $285,000 buc this year $370,00®,

But perhaps some of the hardest hit -  those providing medical and social services:
r*

■ A  hospital in Dillingham. Currently their WC premium is $391,000 but when 

they renew later this year, without any changes in their payroll, their WC 

premium will be $524,000.

• An organization providing services to mentally and physically disabled 

ijri'r' constituents and their families -  this year $492,000 but on renewal $728,000.

Yesterday, several of you asked if SB 311 would guarantee that these rate increases 

would not continue, you asked if the rates may go down. We cannot predict what 

impact this bill will have on the cost of Workers’ Compensation -  we cannot 

guarantee that this bill will result in costs going down -  but with almost certainty we 

can guarantee that if you do not act, these rate increases will continue and the 

Workers’ Compensation marketplace, as a whole, will get worse.

I cannot help but think that the employers would rather jiut this money into 

programs, safety programs, benefit and compensation packages rather than Workers’

3



05/08/04 16:43 FAX 9072768357 K ln lc o 's  Ancb.AK N .L ig h t s @004

Compensation premiums. I cannot help but think that the employees would rather 

have an increase in their salary or a better medical insurance program for theit family.

The rise in Workers’ Compensation costs is a national problem driven by local 

politics. Since state law regulates coverage closely, there are, in effect 50 separate 

systems as well as one for federal employees. Virtually all employers are required to 

participate in these systems, and they have little control over the benefits offered. 

Unlike health insurance, statutes fix all Workers’ Compensation coverage, benefits, 

and dispute resolutions procedures. Workers’ Compensation is not a negotiated 

benefit.

The AJOLAB hopes that SB311 will allow Workers’ Compensation costs to be quantified 

-  defined once and for all allowing rate making organization and insurers to adequately 

trend and price the cost of Workers’ Compensation making the recent/rate premium 

or claim cost increases or a portion of those costs unnecessary.

SB 311 does not limit or eliminate any benefit due an injured employee. But it may 

help reduce the cost WC to employers. It may help, and we believe that it will, make 

those corporations, governmental entities and other organizations from Ketchikan to 

Barrow, from Kaktovik to Adak remain viable, profitable Alaskan employers.

In deciding whether to pass this bill or not; how to respond to our Workers’ 

Compensation crisis, we ask that you remember that at the current rate of growth, the 

employer’s total costs of Workers’ Compensation will exceed the employer’s costs for 

social security in six years or less. This issue needs to be dealt with today - We, the 

AHAB, respectfully request that you the members of the House Labor and Commerce 

Committee pass this bill out of committee and w e  ask that you work with your 

wufifcaguw; regardless if they are Republican oi Democrat and deliver this bill to 

Governor Murkowski for signature.

4
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As I finish, I want to leave you with one final example: this is a true example to show 

how the Alaska WC crisis at its best:

• A roofing company/a contractor in Alaska with a payroll of $5,000,000 (and I 

am only u s in g  that portion that is truly roofing) -  their WC premium today 

would be $2,111,000.

• Another contractor doing security work, protecting buildings and people with 

a payroll of $5,000,000 -  their WC premium today is $745,000.

I realize that there is a difference between a roofer and a security contractor -  but what 

you don’t know about this security contractor is that they are in Iraq -  outside the 

green zone.

The rate for security in Iraq is considerably less than that of a roofer in Alaska.

I think that example alone proves that we are in the midst of a Workers’ 

Compensation crisis in Alaska.

\
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E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 4 )  c o s t :  0 .0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i l l is  in c lu d e d  in  th e  G o v e rn o r 's  F Y  2 0 0 5  b u d g e t  p r o p o s a l :  

P O S IT IO N S  ____________________________________________
Fu ll-tim e 1
Part-tim e 1
T em po ra ry

A N A L Y S IS : (Attach a separate page if necessary)

This legislation revises AS 21 regarding state regulation of the insurance code by strengthening protections 
for consumers and restructuring the Board of the Alaska Insurance Guaranty Association. It also 
eliminates the cap on the assigned risk pool surcharge.

This legislation has no fiscal impact on the operations of the division.

P re p a re d  by: L inda S . H all. D irec to r  P h o n e  (9 0 7 )  2 6 9 -7 9 0 0
D iv is ion  In su ran c e  D a te /T im e 2 /5 /0 4  3 :3 6  PM
A pp ro ved  by : E d g a r B la tch fo rd , C om m is s io n e r_____________________________________ D a te  2 /5 /2 0 0 4 ___________
A gency  D ep a rtm en t o f  C om m un ity  & E con om ic  D eve lopm en t_______________

(Revised 12/2003 GM8) P a g e 1 C f _ 1 _



FISCAL NOTE

2 0 0 4  L E G I S L A T I V E  S E S S IO N  Bill V e rs ion : S B  311
(S )  P ub lish  D a te : 2 /0 9 /0 4

STATE OF ALASKA Fiscal Note Number: 2______

R e v is io n  D a t e /T im e  (N o te  i f  c o r r e c t io n ) :__________________________Dept. A ffected ]______________LAW ___________
Title An Act re la ting  to im p rovem en ts in the______________ R D U  A dm in istra tion  and  Suppo rt
w o rke rs ' c om p en sa tio n  system ________________________________________ C om pon en t L eg is la tion  and  R eg u la t io n s
S p o n s o r  R u le s__________________________________________________________________________________________________
R e g u e s te r  G o v e rn o r  ________________________________________C om pon en t N o . ______________

Expenditures/Revenues__________________________________________ (T h o u s a n d s  o f  D o l la r s )____________________
N ote : A m oun ts d o  not inc lude in fla tion u n le s s  o therw ise noted  be low .
O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 5 F Y  2 0 0 6 FY  2 0 0 7 FY  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0
P e rs o n a l S e rv ic e s
T rave l
C on trac tu a l
Supp iie s
Equ ipm ent
Land & S tru c tu re s
G ran ts  £. C la im s
M isce llan eou s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

IC A P IT A L  E X P E N D IT U R E S

IC H A N G E  IN R E V E N U E S  ( ) I
FU N D  S O U R C E (T h ou san d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e ce ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify Type--Do not abbreviate)

TO TA L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 4 )  c o s t : 0 .0
M ark th is  b o x  (X ) if fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e rn o r 's  F Y  2 0 0 5  b u d g e t p r o p o s a l :

P O S IT IO N S
Fu ll-tim e
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separate paqe if necessary)
This bill makes systemic improvements in the delivery of workers' compensation benefits and enforcement 
of workers' compensation insurance requirements. The bill improves the system adjudication of dispute.

Passage of this legislation would have no foreseeable fiscal impact on the Department of Law. In fact, the 
Department of Law believes that the systemic changes to the workers' compensation system will result in 
reduced claim administration costs over time.

P re p a re d  by: K a th ryn  A . D aughh e te e , D irec to r____________________________________  P h o n e  4 6 5 -3 6 7 3 ________
D iv ision A dm in istra tive S e rv ic e s   D a te /T im e 1 /2 9 /0 4  2 :0 7  PM
A pp roved  by: K a th ryn  D aughh e te e  fo r  G reg g  D . R e n k e s , A ttorney G en e ra l D a te  1 /2 9 /2 0 0 4 ________
A gency D ep a rtm en t o f L aw ___________________________________________________

(Revised 12/2003 OMB) Page 1 o f 1__



FISCAL NOTE
STATE OF ALASKA
2004 LEG ISLATIVE SESSION

R ev is ion  D ate /T im e  (N o te  if co rre c tion ): 
T itle : An A ct...es tab lish ing  a W orkers' 

C om pensation Appeals Com m ission
S p o n s o r :
R e q u e s te r :

Rules Com m ittee

Department: Labor and W orkforce Development 
R D U : W ork Comp Appeals Comm (new)
C om pon en t: W orkers' Com pensation___________

Appeals C om m ission (new)

Fiscal Note Number: 3___________
Bill Version: SB 311 ~
(S) Publish Date: 2/09/04

G overnor

Expenditures/Revenues

C om pon en t Num ber: 

(T h o u s a n d s  o f  D o l la r s )

new#

N ote : A m oun ts d o  no t in c lu de  in fla tion u n le s s  o the rw ise  n o ted  be low .
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
P e rs o n a l S e rv ic e s 3 8 0 .1 3 8 0 .1 3 8 0 .1 3 8 0 .1 3 8 0 .1 380 .1
T rave l (2 0 .6 ) (2 0 .6 ) (2 0 .6 ) (2 0 .6 ) (2 0 .6 ) (2 0 .6 )
C on tra c tu a l 1 6 8 .4 9 5 .3 9 5 .3 9 5 .3 9 5 .3 9 5 .3
Su pp lie s 1 4 .4 1 4 .4 1 4 .4 1 4 .4 1 4 .4 14 .4
Equ ipm en t 2 4 .3 2 4 .3 2 4 .3 2 4 .3 2 4 .3 2 4 .3
Land  & S tru c tu re s
G ran ts  & C la im s
M isce llan eou s

TOTAL OPERATING 566.6 4 9 3 .5 4 9 3 .5 4 9 3 .5 4 9 3 .5 4 9 3 .5

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1 1 5 7 ) | 18.0 18.0 18.0 18.0 18.0 18.0

FUND SOURCE (T h ou san d s o f D o lla rs )
1 0 0 2  F ed e ra l R e ce ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts  
1 0 3 7  G F /M en ta l H ea lth
1 1 5 7  W o rk e rs  S a fe ty  A ccoun t 5 6 6 .6 4 9 3 .5 4 9 3 .5 4 9 3 .5 4 9 3 .5 4 9 3 .5

TOTAL 566.6 493.5 493.5 493.5 493.5 493.5

Estimate o f any cu rren t year (FY2004) cost: None
Mark th is  box (X) if fund ing  fo r th is  b ill is included in the G overnor's FY 2005 budget proposal: 

POSITION^ ____________________________________
Fu ll-tim e 4 4 4 4 4 4
Part-tim e
T em p o ra ry

ANALYSIS: (Attach a separate page i f  necessary)

See attached.

P re p a re d  by : Paul Lisankie, D irector_________________________________________ P h on e  465-2790
D ivision W orkers ' C om pensation D ivision  Date /T im e 2/6/04 9:37 AM

Approved by: Greg O 'C laray, C om m issioner_____________________________  Date 2/6/2004______
A gency D epartm ent o f Labor and W orkforce Development__________

(Revise) 12/2003 OMB) Page 1 of 4



FISCAL NOTE #3

STATE OF ALASKA BILL VERSION: SB 311
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)
This leg is la tion  e s tab lish e s  a W o rk e rs ' C om pen sa tion  C om m iss ion , e lim in a tes the  W o rk e rs ' C om pen sa tio n  B oa rd , 
and  t ra n s fe rs  a n um be r o f  functions from  the D ivision o f  W o rk e rs ' C om pen sa tion  and  the fo rm e r W o rk e rs ' 
C om pen sa tio n  B oa rd  to the n ew  com m iss ion . T he  fisca l note d isp la y s  the  net c h an g e  in co s ts  a s s o c ia te d  with th e se  
ch an g e s . C h an g e s  inc lude :

Existing New  W C Net
W C  D ivision A ppea ls C h ang e

P e rs o n a l S e rv ic e s ( 8 0 3 .8 ) 1 ,1 8 3 .9 3 8 0 .1

T rave l (3 6 .8 ) 1 6 .2 (2 0 .6 )
C on trac tu a l (8 8 .9 ) 2 5 7 .3 1 6 8 .4
Su pp lie s (8 .6 ) 2 3 .0 1 4 .4
Equ ipm ent 2 4 .3 2 4 .3

Tota l (9 3 8 .1 ) 1 ,5 0 4 .7 5 6 6 .6

N ew  W o rk e r s '  C o m p e n s a t io n  A p p e a ls  C o m m is s io n  b u d g e t  c o m p o n e n t :

O p e ra t in g  E x p e n d itu re s :

P e rs o n a l S e rv ic e s : T h e  A p p e a ls  C om m iss ion  is c om p rised  o f 1 3  new  pos ition s :
R an g e

C om m iss ion , C h a ir 3 0  F 
C om m iss ion , M em be r 2 9  C 
C om m iss ion , M em ber 2 9  C 
C om m . H earing  O ffic e r 2 4  D 
C ornm . H earing  O ffic e r 2 4  D 
C om m . H earing  O ffic e r 2 4  D 
C om m . H earing  O ffic e r 2 4  C  
C om m . H earing  O ffic e r 2 4  C  
C om m . H earing  O ffic e r 2 4  C 
Adm in. S e rv ic e s  Mgr./ 2 3  A 

C om m iss ion  C le rk  
Adm in . A ssis tan t 13  A /B 
Adm in. C le rk  III 1 0  A /B
Adm in . C le rk  II 8  A/B

The p e rs o n a l s e rv ic e s  co s ts  o f  $ 1 ,1 8 3 .9  a re  a s soc ia ted  with the a b o v e  pos ition s . S te p s  fo r  A pp ea ls  C om m iss ion  
H earing  O ffic e rs  a re  a s su m ed  to c o v e r the range o f exp e rien ce  o f  the poten tia l in cum ben ts m anda ted  by the bill.

A reduction  in the tota l n um be rs  o f hea ring  o ffic e rs  (cu rren tly  eight au th o rized  W o rk e rs ' C om pen sa tio n  H earing  
O ffic e rs  v e rsu s  p la nn ed  six A pp ea ls  C om m iss ion  H earing O ffic e rs ) is b a sed  upon  a re a so n a b ly  exp ec ted  in c re a se  in 
productivity. T ha t in c re a s e  w ou ld  re su lt from  1 ) the in c reased  e xp e rie n ce  and  qua lific a tion s ju s tify ing  R a n g e  24  pay 
and 2 ) a le s sen in g  o f  tu rn o ve r a s s o c ia ted  with upgrad ing the pos ition s . A lso , a reduction  is su pp o rted  by o n e  
sub s tan tive  c h an g e  in the  bill that rem ov e s  the n eed  fo r a  hea ring  o ffice r to rev iew  C om p rom ise  & R e le a s e  
a g re em en ts  invo lv ing in ju red  w o rke rs  rep re sen ted  by an a tto rn ey  lic en sed  to p rac tice  in the S ta te  o f  A la sk a .

In o rd e r  to in su re  that th e re  is s om e on e  a va ilab le  to a ss is t the c h a ir  in d iv e rse  “cou rt c lerk,'' budge t/fisca l, and  
o rg an iza tio n a l adm in is tra tion  functions (while still keep ing  tota l sta ffing  requ irem en ts  low ) a  h ighe r le v e l 
adm in is tra tive m an a g e r pos ition  is inc luded . In the state p e rso n n e l sys tem  an A dm in istra tive S e rv ic e s  M an ag e r is
identified a s  a  "p rinc ipa l a ss is ta n t to a  d ivision director" fo r  m anag ing  adm in is tra tive functions while insuring financia l
integrity and m iss ion  accom p lishm en t.
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FISCAL NOTE #3

STATE O F ALASKA BILL VERSION: SB 311
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

T rave l: T ra v e l c o s ts  o f  $ 1 6 .2  have  b e en  m inim ized by basing the A p p ea ls  C om m iss ion  and  ho ld ing a ll its a p p e a ls  
hea ring s in A n ch o rag e . C om m iss ion  adm in istrative s ta ff a re  a ls o  lo c a ted  in A n cho rag e . F ive A pp ea ls  C om m iss ion  
H earing  O ffic e rs  a re  b a sed  in A ncho rage  and o n e  in F a irb an ks . P la n n ed  trave l in c lu des 3  trips to Ju n eau  fo r  the 
C om m iss ion  cha ir and  C om m iss ion  C lerk/Adm in istrative S e rv ic e s  M anag e r a s  w e ll a s  H earing  O ffic e r trave l on ce  p e r 
m on th  to Ju n e a u  fo r  hea rin g s , and H earing  O ffic e r trave l on ce  e v e ry  tw o m on ths to F a irb an ks to back  up/fill in fo r 
residen t.

C on trac tu a l: The bill req u ire s  that A ppea ls  C om m iss ion  o ffices and  s ta ff b e  “phys ica lly  se p a ra te "  from  the W o rk e rs ' 
C om pen sa tio n  D iv ision  o ffic e s  and s ta ff . The con trac tua l budget o f  $ 2 5 7 .3  in c ludes on -g o ing  con trac tua l c o s ts  
(te le p h o n e s , (e a s e s , equ ipm en t m ain tenance , e tc .) o f  $ 1 8 4 .2  and  one -tim e  co s ts  o f ach iev ing  the  m anda ted  phys ica l 
sep a ra tion  o f  $ 5 2 .5  in A ncho rag e  and  $ 2 0 .6  in F a irb an ks fo r a to ta l o f  $ 7 3 .1 . T h o s e  c o s ts  inc lude dem o lition , 
construc tion , s ta ff re loca tion , and  vo ic e  and d a ta  line wiring.

S u pp lie s  an d  Equ ipm ent: A budget o f  $ 2 3 .0  fo r  g en e ra l o ffice su p p lie s  an d  $ 2 4 .3  fo r  equ ipm ent is n e c e s s a ry  to 
o p e ra te  the A p p ea ls  C om m iss ion .

N ew  F e e s /F in e s :

T h e  bill au th o rize s  the  A ppea ls  C om m iss ion  to cha rge  a  $ 1 0 0 .0 0  fe e  fo r  the filing o f an  ap p e a l. Th is is e xp ec ted  to 
am oun t to a  y e a rly  to ta l o f app rox im a te ly  $ 6 ,0 0 0 .0 0  p ayab le  to the  W o rk e rs ' S a fe ty  A ccount.

T he  bill a ls o  a llow s the  A pp ea ls  C om m iss ion  to o rd e r the  parties to an  a p p e a l to p a y  fo r  its cos ts o f p repa ring  the 
a p p e a l file. At $ 2 0 0 .0 0  per a p p e a l that cou ld b e  expec ted  to to ta l $ 1 2 ,0 0 0 .0 0  p e r  y e a r  p ayab le  to the W o rke rs '
S a fe ty  A ccount.

T he bill a ls o  au th o r iz e s  the D iv ision  o f  W orke rs ' C om pen sa tion  lo  s e e k  the  im position o f civil p ena ltie s ag a in s t 
em p lo y e rs  that v io la te  the s ta tu to ry  requ irem en t to in su re  o r p rop e r ly  se lf-in su re  fo r  their em p lo y e e s ' w o rke rs ' 
c om p en sa tion  b ene fits . A pp ea ls  C om m iss ion  hearing  o ffice rs w ou ld  b e  au th o rized  to aw a rd  p ena ltie s up to a 
m axim um  o f  $ 1 0 0 .0 0  p e r day  p e r em p loyee . B a se d  up on  FY 2 0 0 3  statistics pena ltie s  tota ling $ 2 1 7 ,9 0 0 .0 0  cou ld 
h a ve  been  a s s e s s e d  fo r  each  day  the 18 9  identified, un insu red  em p lo y e rs  fa iled  to in su re  the w o rke rs ' c om p en sa tion  
bene fits  o f the ir 2 ,1 7 9  em p lo y e e s . It is unc lea r w he the r th ese  pena ltie s  unde r A S  2 3 .3 0 .0 8 0  w e re in tended to be 
c on s id e red  a s  pena ltie s  u nde r "this sec tion " (A S  2 3 .0 5 .0 6 7 ) .  D u e  to the sp ecu la tiv e  na tu re  o f th e se  p ena ltie s , and 
the unce rta in ty  o f their co llectab ility and  qualification fo r inc lu sion , n o  ad ju stm en t to the W o rk e rs ’ S a fe ty  A ccoun t is 
cu rren tly  inc luded .

E x is t in g  W o rk e r s '  C o m p e n s a t io n  b u d g e t c o m p o n e n t :

O p e ra t in g  E x p e n d itu re s :

P e rs o n a l S e rv ic e s : T h e  W o rk e rs ' C om pen sa tion  D ivision and the W o rk e rs ' C om pen sa tion  B oa rd  would d e le te  the 
fo llow ing pos ition s :

R an g e
C h ie f o f A d jud ication  2 3  B
W o rke rs ' C om pen sa tio n  H earing  O ffic e r 21 M
W orke rs ' C om pen sa tio n  H earing  O ffic e r 21 K
W o rk e rs ' C om pen sa tio n  H earing  O ffic e r 21 F
W o rk e rs ' C om p en sa tio n  H earing  O ffic e r 21 B/C
W o rke rs ' C om p en sa tio n  H earing  O ffic e r 21 B/C
W o rk e rs ' C om p en sa tio n  H earing  O ffic e r 21 B/C
W o rk e rs ' C om p en sa tio n  H earing  O ffic e r 21 A
W o rk e rs ' C om p en sa tio n  O ffic e r II 18 K
1 4  W o rk e rs ’ C om pen sa tio n  B o a rd  M em bers —
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FISCAL NOTE #3

STATE OF ALASKA BILL VERSION: SB 311

2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

The  p e rs o n a l se rv ic e s  c o s t reduc tion s o f  ($ 8 0 3 .8 )  a re  a s so c ia ted  w ith the 9  fu ll-tim e pos ition s above . S av in g s  from  
B oa rd  m em be rs  a re  re fle c ted  b e low  u nde r trave l and  stipends .

M any re sp on s ib ilit ie s  p re v iou s ly  lod g ed  in the A W C B  have  b een  re a ss ig n ed  to the D iv ision  D irec to r. W h ile  s o m e  will 
b e  a b s o rb e d  by the  rem ain ing  W o rk e rs ' C om pen sa tion  O ffic e rs , o th e rs  requ ire  m o re  ad van ced  leg a l and  
adm in istra tive h ea rin g  sk ills . R e fle c tin g  the in c rea sed  respons ib ilit ie s the bill p la c e s  upon  the D ivision D irec to r, and 
the lo s s  o f  the C h ie f o f A d jud ica tion , the D ivision will retain o n e  W o rk e rs ' C om p en sa tio n  H earing  O ffic e r o r equ iva len t 
(R a n g e  2 1 )  pos ition . T h is  position will a llow  the D irec to r to d e le g a te  som e  o f  the du ties fo r m aking investiga tion s and 
de te rm ina tion s to the incum bent.

T he bill sh ifts to the A p i . 'a ls  C om m iss ion  H earing  O ffice rs the requ irem en t to ho ld  p reh ea rin g  con fe ren ce s  n e ed ed  
fo r p lann ing  h e a 1 and  to re s o lv e  d iscove ry  d ispu tes . In A n ch o rag e , w h e re  there a re  cu rren tly  th ree  W C O  M's and 
two technician^ this reduction  and  shifting o the r w o rk  will requ ire  o n e  le s s  W o rk e rs ’ C om pen sa tion  O ffic e r II.

T rave l: T ra v e l c o s ts  a re  reduced  by ($ 3 6 .8 )  to re fle c t tra n s fe r o f h ea ring  o ff ic e r trave l to the A ppea ls  C om m iss ion  
and the a b s e n c e  o f  B o a rd  m em be r stipends ($ 5 0 .0 0  pe r d a y ) and trave l.

C on tra c tu a l and S u p p lie s : R e fle c ts  reductions in fixed  co s ts , sp a ce  le a s e  in A n ch o rag e  and F a irb anks , and o th e r 
c on trac tu a l c o s ts  to ta ling  ($ 8 8 .9 ) .  And a ls o  re flec ts tran sfe rring  ($ 8 .6 )  fo r su p p lie s  to the A pp ea ls  C om m iss ion .

F u n d in g

Fund ing fo r  the n e t c o s t in c rea se  resu lting  from  this leg is la tion  will b e  from  W o rk e rs ' S a fe ty  A ccount re s e rv e s . This 
a s s u m e s  p a s s a g e  o f  leg is la tion  to re v e rs e  the sw eep  o f the re se rv e  b a la n ce . F a ilu re  to re v e rs e  the sw eep  will fo rc e  
a  re lian c e  on G en e ra l F und s  fo r th e se  co s ts  a s  a ll recu rring  W o rk e rs  S a fe ty  A ccoun t re ven u e  is accoun ted  fo r  in the 
G ove rn o r's  F Y  2 0 0 5  budget.
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

R e v is io n  D a t e /T im e  (N o te  if c o r r e c t io n ) : 
T it le  A n act re fom inq  W o rke rs '

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

D ep t. A ffec ted :
‘ r d u

S B  311
3 /5 /0 4

Adm in istration

C om p en sa tio n  B o a rd  functions
R is k  M anagem ent

S p o n s o r
R e q u e s te r

C om p on en t R isk  M anagem ent
R u le s
B y  requ es t o f  the G o v e rn o r

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

71

N o te : A m oun ts d o  not inc lude in flation u n le s s  o th e rw ise  noted  be low .
O P E R A T IN G  E X P E N D IT U R E S FY  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 F Y  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0
P e rs o n a l S e rv ic e s  
T ra v e l 
C on tra c tu a l 
S u p p lie s  
E qu ipm en t 
L an d  & S tru c tu re s  
G ran ts  & C la im s 
M isc e lla n e o u s

T O T A L  O P E R A T IN G * 9 ft ft * ft

C A P IT A L  E X P E N D IT U R E S

IN R E V E N U E S  ( )
JR C E (T h o u s a n d s  o f D o lla rs )

,-ral R ece ip ts
1 0 0 3  G F  M atch
1 0 0 4  GF
1 0 0 5  G F /P ro g ram  R ece ip ts  
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify T yp e -D o  not abbreviate)

TO TA L • • ft ft • *

E s t im a te  o f  a n y  c u r re n t  y e a r  (F Y 2 0 0 4 ) c o s t :  0 -0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b ill is  in c lu d e d  in th e  G o v e r n o r ’ s  FY  2 0 0 5  b u d g e t  p r o p o s a l :  
P O S IT IO N S
Fu ll-tim e
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separate pa qe if necessary)
Significant reform to the adjudication process for workers' compensation claims is proposed in this 
comprehensive legislation.
In time, these streamlining measures are projected to save allocated loss adjustment expenses presently 
incurred in resolving disputes in claim and benefit obligations.
As an authorized self-insured employer, the state will experience these savings in its self-insurance 
program administered by Risk Management.
In future years, Risk Management's workers' compensation premium assessments to state agencies will 
reflect the reductions actually realized as premium charges are developed from actual claims expense 
incurred.

P re p a re d  by: 
D iv ision
A pp ro ved  by : 
A gency

J . B rad  T hom pson , D irec to r
D ire c to r
M ike M iller, C om m iss ion e r
D ep a rtm en t o f  Adm inistration

(Revised 9/2003 OMB)

P h o n e  4 6 5 -5 7 2 3
Date /T im e 2 /9 /0 4  9 :1 5  AM

D ate  2 /9 /2 0 0 4
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

R e v is io n  D a t e /T im e  (N o te  if c o r r e c t io n ) : 
Title W o rk e rs ' C om pen sa tion

Fiscal Note Number:

Bill Version:
(S) Publish Date:

Dept. A ffec ted : 
'B R U

S B  311
3 /5 /0 4

A la sk a  C ou rt S ys tem
C om pon en t A ppe lla te  C ou rts

S p o n s o r
R e q u e s te r

S e n a te  R u le s
G o v e rn o r

Expenditures/Revenues

C om pon en t N o. 

(T h o u s a n d s  o f  D o l la r s )
N ote : A m oun ts  d o  not inc lude in fla tion u n le ss  o th e rw ise  noted  be low .
O P E R A T IN G  E X P E N D IT U R E S FY  2 0 0 5 F Y  2 0 0 6 FY  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9 FY  2 0 1 0
P e rs o n a l S e rv ic e s 136 .1 186 .1 186 .1 1 8 6 .1 186 .1 1 8 6 .1
T rave l
C on trac tu a l 2 .4 2 .4 2 .4 2 .4 2 .4 2 .4
S u pp lie s
Equ ipm en t 10 .3
Land & S tru c tu re s
G ran ts  & C la im s
M isc e lla n e ou s

T O T A L  O PE R A T IN G 1 9 8 .8 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5

C A P IT A L  E X P E N D IT U R E S  I

C H A N G E  IN R E V E N U E S  ( ) !
FU N D  S O U R C E (T h ou san d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  Match
1 0 0 4  G F 1 9 8 .8 1 8 8  5 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5
1 0 0 5  G F /P ro g ram  R ece ip ts
1 0 3 7  G r/M e n ta l H ea lth
O th e r (Specify T yp e -D o  not abbreviate)

TO TA L 1 9 8 .8 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 4 ) c o s t : 0 .0
M ark  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e rn o r ’ s  F Y  2 0 0 5  b u d g e t  p r o p o s a l :

P O S IT IO N S
Fu ll-tim e 3
Part-tim e
T em p o ra ry

A N A L Y S IS : (Attach a separate page if necessary)
See attached analysis.

P re p a re d  by: 
D iv ision
A pp ro v ed  by: 
A gency

D oug  W o o liv e r A dm in istrative A tlo rney P h o n e  4 6 3 -4 7 5 0
A la sk a  C ou rt S ys tem Date /T im e 2 /9 /0 4  1 1 :3 7  AM
S te p h an ie  C o le  Adm inistrative D irec to r by D oug  W oo liv e r 
A la sk a  C ou rt S y s tem _________________________________________

D a te  2 /9 /2 0 0 4

(Revised 9/2003 OMB) Page 1 o f 2__



SB 311 FN#5
Alaska Court System Fiscal Analysis

Senate Bill 311 makes several changes to the way the Department of Labor and 
Workforce Development (the agency) and the Alaska Court System resolve workers' 
compensation disputes and appeals. Most important for purposes of the court's fiscal 
note is that appeals from the newly-created Workers’ Compensation Appeals 
Commission (commission) will bypass the superior court and go directly to the supreme 
court.

The court system does not believe that the creation of the new commission will result in 
a decrease in the number of workers' compensation cases that are appealed to the court 
system each year. However, bypassing the superior court will lead to a significant 
increase in the number of these appeals that go to the supreme court. This is because 
the superior court resolves about 75% of the workers' compensation cases appealed to 
the court system. Of the yearly average of 36 appeals filed with the superior court, only 9 
(25%) are further appealed to the supreme court. Because the bill bypasses the superior 
court the supreme court anticipates that it will see all 36 cases.

Although the removal of these cases from the superior court will ease the workload of 
that court, the reduction is only slightly more than an average of one case a year per 
judge.1 Although this will allow judges some additional time to focus on other cases, it is 
not a significant enough reduction to produce a cost savings. However, an additional 27 
cases a year for the supreme court would represent a greater than 10% increase in its 
civil caseload.

In order to mitigate the impact of these additional cases the court will hire a central staff 
attorney with expertise in workers' compensation law to research the record and the 
legal issues associated with each of the workers' compensation cases. This assistance 
should reduce the time required to msolve these cases and lessen the impact they will 
have on other matters before the court.

Additionally, this note reflects the costs of an administrative assistant to assist the 
attorney and an additional clerical position to handle the increased paper work and to 
interact with the agency in the preparation of the records on appeal.

This note conservatively assumes that the number of cases appealed to the court 
system will not grow above the current average of 36 cases a year. Should that average 
increase the court system may be back before the legislature with a request for 
additional funding.

1 By way of comparison, the statewide average of cases per superior court judge is 500 
to 600 cases a year. Page 2 of 2
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STATE OF ALASKA
2004 LEGISLATIVE SESSION

R ev is ion  D ate /T im e (N o te  if co rrec tion ): 
T itle :

Fiscal Note Number:

Bill Version: _______
(S) Publish Date:

C S S B  311  (JU D )
4 /2 6 /0 4

In s u ra n c e  & W o rk e r s '  C o m p e n s a t io n  S y s te m

Sp on so r :
R eq u e s te r:

S e n a te  R u le s

Department: L a b o r  a n d  W o r k fo r c e  D e v e lo p m e n t
R D U : W o rk e r s '  C o m p e n s a t io n _____________
C om pon en t: W o rk e r s '  C o m p e n s a t io n _____________

A p p e a ls  C o m m is s io n  (n ew )________
S e n a te  JU D

Expenditures/Revenues

C om pon en t N um ber: 

(T h o u s a n d s  o f  D o l la r s )

new //

N ote : Am ounts d o  not inc lude in flation un le ss  o the rw ise  noted  below .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 5 FY  2 0 0 6 F Y  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9 FY  2 0 1 0
P e rs o n a l S e rv ic e s 380 .1 38 0 .1 3 8 0 .1 3 8 0 .1 3 8 0 .1 3 8 0 .1
T rave l 3 9 .8 3 9 .8 3 9 .8 3 9 .8 3 9 .8 3 9 .8
C on trac tu a l 1 6 8 .4 1 1 9 .6 1 1 9 .6 1 1 9 .6 1 1 9 .6 1 1 9 .6
S u pp lie s 27 .1 1 4 .4 1 4 .4 1 4 .4 1 4 .4 1 4 .4
Equ ipm ent 1 1 .6
L and  & S tru c tu res
G ran ts  & C la im s
M isce llan eou s

T O TA L  O PE R A T IN G 6 2 7 .0 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( 1 1 5 7  ) 1 8 .0 1 8 .0 1 8 .0 1 8 .0 1 8 .0 1 8 .0

F U N D  S O U R C E (T h o u s a n d s  o f D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P rog ram  R ece ip ts
1 0 3 7  G F /M en ta l H ea lth
1 1 5 7  W o rk e rs  S a fe ty  A ccount 6 2 7 .0 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9

TO TA L 6 2 7 .0 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9 5 5 3 .9

E s t im a te  o f  a n y  c u r re n t  y e a r  (F Y 2 0 0 4 ) c o s t : N o n e
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b ill is  in c lu d e d  in  th e  G o v e rn o r 's  FY  2 0 0 5  b u d g e t  p r o p o s a l :  

P O S IT IO N S  ___________________________________________
Fu ll-tim e 4 4 4 4 4 4
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separate page if necessary)

See attached.

P re p a re d  by : P a u l L is a n k ie , D ire c to r_____________________________________________  P h o n e  4 6 5 -2 7 9 0
D iv ision  W o r k e r s ’ C o m p e n s a t io n  D iv is io n __________________________________ Date /T im e 4 /2 0 /0 4  3 :3 8  PM
A pp roved  by: G re g  O 'C la ra y , C o m m is s io n e r_____________________________________________ D a te  4 /2 0 /2 0 0 4 ________
Agency D e p a r tm e n t o f  L a b o r  a n d  W o rk fo r c e  D e v e lo p m e n t_____________

(Revised 12/2003 OMB) Page 1 of 4



FISCAL NOTE #6

STATE OF ALASKA BILL VERSION: CSSB311(JUD)
2004 LEGISLATIVE SESSION

ANALYSIS: (continued}
This leg is la tion  e s tab lish e s  a  W o rk e rs ' C om pen sa tion  A pp ea ls  C om m iss ion  and rep la c e s  the  A la sk a  W o rke rs ' 
C om pen sa tion  B oa rd  with a W o rk e rs ' C om pen sa tion  H ea ring s B oa rd . It a ls o  tran s fe rs  a  n um be r o f functions from  
the D iv ision o f W o rk e rs ' C om pen sa tion  and  the fo rm e r W o rk e rs ’ C om pen sa tion  B oa rd  to the new  C om m iss ion  and 
H ea rin g s  B oa rd . The fisc a l no te  d isp la y s  the net ch an g e  in co s ts  a s s o c ia te d  with th e se  c h an g e s . C h an g e s  inc lude :

Existing W C New  W C New  W C Net
C om ponen t A ppea ls H ea ring s B oa rd Change

P e rs o n a l S e rv ic e s (8 0 3 .8 ) 1 ,1 8 3 .9 0 .0 3 8 0 .1

T rave l (3 6 .8 ) 16 .2 6 0 .4 3 9 .8
C on trac tu a l (8 8 .9 ) 2 5 7 .3 0 .0 1 6 3 .4
Su pp lie s (0 .6 ) 3 5 .7 0 .0 27 .1
E qu ipm ent 1 1 .6 0 .0 1 1 .6

Tota l (9 3 8 .1 ) 1 ,5 0 4 .7 6 0 .4 6 2 7 .0

N ew  W o rk e r s '  C o m p e n s a t io n  A p p e a ls  C o m m is s io n  b u d g e t  c o m p o n e n t :

O p e ra t in g  E x p e n d itu re s :

P e rs o n a l S e rv ic e s : T he  A ppea ls  C om m iss io n  is com p rised  o f 1 3  new  pos itions :
R an g e

C om m iss ion , C h a ir 3 0  F 
C om m iss ion , M em be r 2 9  C 
C om m iss ion , M em ber 2 9  C 
C om m . H earing  O ffic e r 2 4  D 
C om m . H earing  O ffic e r 2 4  D 
C om m . H earing  O ffic e r 2 4  D 
C om m . H earing  O ffic e r 2 4  C 
C om m . H earing  O ffic e r 2 4  C 
C om m . H earing  O ffic e r 2 4  C 
Adm in. S e rv ic e s  Mgr./ 2 3  A 

C om m iss ion  C le rk  
Adm in. A ssis tan t 1 3  A/B 
Adm in. C le rk  III 1 0  A/B
Adm in . C le rk  II 8  A/B

The p e rs o n a l se rv ic e s  c o s ts  o f $ 1 ,1 8 3 .9  a re  a ssoc ia ted  with the a b o v e  pos ition s . S tep s  fo r  A pp ea ls  C om m iss ion  
H earing  E xam in e rs  a re  a ssum ed  to c o v e r the ran g e  o f e xp e rien ce  o f  the poten tia l incum bents m anda ted  by the bill.

A reduction  in the tota l num be rs  o f h ea ring  o ffice rs  (cu rren tly  eight au th o rized  W o rke rs ' C om pen sa tion  H earing  
O ffic e rs  v e rsu s  p la nn ed  six A ppea ls  C om m iss ion  H earing  E xam in e rs ) is b a s e d  upon  a re a so n a b ly  expec ted  in c re a se  
in productivity. T ha t in c re a se  w ou ld  resu lt from  1 ) the in c rea sed  e xp e rie n ce  and qua lific a tion s justify ing R an g e  2 4  
p ay  and  2 ) a le s sen in g  o f  tu rn ove r a s so c ia te d  with upg rad ing  the p os ition s . A lso , a  reduction  is supp o rted  by on e  
sub s tan tive  ch an g e  in the bill that rem o v e s  the n eed  fo r  a  hea ring  e x am in e r to rev iew  C om p rom ise  & R e le a s e  
ag re em en ts  invo lv ing in ju red  w o rke rs  rep re sen ted  by an a tto rney  licen sed  to p ractice in the S ta te  o f A la sk a .

In o rd e r  to insu re that th e re  is s om e on e  a v a ila b le  to a ss is t the  ch a ir in d iv e rse  "court c le rk ," budge t/fisca l, and 
o rg an iza tion a l adm in is tra tion  functions (w h ile  still keep ing  to ta l sta ffing  requ irem en ts  low ) a h ighe r leve l 
adm in istra tive m an a g e r position is in c luded . In the state p e rson n e l sy s tem  an  Adm inistrative S e rv ic e s  M anag e r is
identified a s  a  “p rinc ipa l a ss is tan t to a division d irector" fo r m anag ing  adm in istra tive functions while insuring financ ia l
integrity and m iss ion  accom p lishm en t.

Page 2 of 4



FISCAL NOTE #6

STATE OF ALASKA BILL VERSION: CSSB311(JUD)

2004 LEGISLATIVE SESSION

ANALYSIS: (continued)
T rave l: A ppea ls  C om m iss ion  trave l c o s ts  o f  $ 1 6 .2  h ave  been  m inim ized by basing the  C om m iss ion  and  ho ld ing  all 
its ap p e a ls  h ea rings in A nch o rag e . C om m iss ion  adm in is trative s ta ff a re a ls o  loca ted  in A n cho rag e . F ive  A pp ea ls  
C om m iss ion  H earing  E xam in e rs  a re  b a sed  in A ncho rage  and o n e  in F a irb anks . P la n n ed  trav e l in c ludes 3 trips to 
Ju n e au  fo r the C om m iss ion  ch a ir and  C om m iss ion  C lerk/Adm in istrative S e rv ic e s  M an ag e r a s  w e ll a s  H earing  
E xam in e r trave l on ce  p e r m onth to Ju n e au  fo r h ea ring s , and  H earing  E xam in e r trave l o n ce  e v e ry  two m on th s lo  
F a irb anks to back  up/fill in fo r  residen t.

H ea ring s B oa rd  travel inc ludes both actua l trave l co s ts  ($ 3 0 .4 )  a ssoc ia ted  with the 14  B oa rd  m em b e rs  a ttend ing 
hea ring s and a tota l o f  ($ 3 0 .0 )  b a s e d  upon  a $ 5 0 /d a y  stipend p ayab le  fo r each  day o r  part o f  a d a y  sp en t on  B oa rd  
bu s in e ss . This com ponen t now  re fle c ts  the requ irem en t that two B oa rd  m em be rs  m ust be p re sen t o r  a sch edu led  
hea ring  m ay not p roceed .

C on trac tu a l: T he  bill requ ire s  that A pp ea ls  C om m iss ion  o ffice s and  s ta ff b e  "physica lly  se p a ra te "  from  the W o rk e rs ' 
C om pen sa tion  D ivision o ffic e s  and  sta ff. T he  con trac tua l budget o f  $ 2 5 7 .3  inc ludes on -g o ing  con tra c tu a l co s ts  
(te le p h on e s , le a s e s , equ ipm en t m a in tenance , e tc .) o f $ 1 8 4 .2  and one-tim e co s ts  o f ach iev ing  the m anda ted  phys ica l 
sep a ra tion  o f $ 5 2 .5  in A n ch o rag e  and  $ 2 0 .6  in F a irb anks fo r a tota l o f $ 7 3 .1 . T h o se  co s ts  inc lude rem ode lin g  o f 
o ffice  sp a ce , s ta f f  re loca tion , and  vo ice  and  data line wiring.

S upp lie s  and Equ ipm ent: A budge t o f  $ 3 5 .7  fo r g en e ra l o ffic e  supp lie s  and $ 1 1 .6  fo r  equ ipm en t is n e c e s s a ry  to 
e stab lish  and op e ra te  the A pp ea ls  C om m iss ion  in FY  2 0 0 5  due to the one  time co s ts  a s s o c ia ted  with item s su ch  as 
p rin te rs , fa x  m ach in es and  ph o tocop ie rs  and  add itiona l com pu te rs . Beg inn ing in FY  2 0 0 6  the supp ly  and  equ ipm en t 
line item s a re  ad ju sted  to re flec t estim ated  ope ra tion a l c o s ts  fo r the A ppea ls C om m iss ion .

N ew  F e e s /F in e s :

The bill au th o r ize s  the A pp ea ls  C om m iss ion  to ch a rg e  a $ 1 0 0 .0 0  fe e  fo r the filing o f an  ap p e a l. Th is is exp ec ted  to 
am oun t to a y e a rly  tota l o f app rox im a te ly  $ 6 ,0 0 0 .0 0  p ayab le  to the W orke rs ' S a fe ty  an d  C om p en sa tio n  Adm inistration 
Account.

The bill a ls o  a llow s the A p p ea ls  C om m iss ion  to o rd e r  the pa rties to an  app ea l to pay fo r  its c o s ts  o f p repa ring  the 
ap p e a l file . At $ 2 0 0 .0 0  p e r ap p e a l that cou ld  be expec ted  to tota l $ 1 2 ,0 0 0 .0 0  pe r y e a r  p ayab le  to the W o rk e rs '
S a fe ty  Account.

T he  bill a ls o  au th o rize s  the D iv ision o f W o rke rs ' C om pen sa tion  to s e e k  the im position o f  civil p en a ltie s  aga in st 
em p lo y e rs  that v io la te  the sta tu to ry  requ irem en t to insu re o r  p rop e rly  se lf-in su re  fo r th e ir em p lo y e e s ' w o rke rs ' 
com pensa tion  bene fits . A pp ea ls  C om m iss ion  hea ring  exam in e rs  wou ld be au th o rized  to aw ard  p en a ltie s  up to a 
m axim um  o f $ 1 0 0 .0 0  p e r  day  p e r em p lo y e e . B a s e d  upon F Y  2 0 0 3  statistics pena ltie s  tota ling $ 2 1 7 ,9 0 0 .0 0  cou ld  
h ave  b een  a s s e s s e d  fo r  each  d ay  the 1 8 9  identified , un insu red  em p loye rs  fa iled  to in su re  the w o rke rs ' c om pensa tion  
bene fits o f  their 2 ,1 7 9  em p lo y e e s . It is u n c le a r whethe r th e se  p ena ltie s u nde r AS 2 3 .3 0 .0 8 0  w e re  in tended  to be 
con s id e red  as p ena ltie s u nde r "this section " (A S  2 3 .0 5 .0 6 7 ) .  D ue lo  the sp ecu la tive  na tu re  o f  th e se  p en a ltie s , and 
the uncertainty o f  their co llec tab ility  and qua lification  fo r inc lu sion , n o  ad ju stm en t to the  W o rk e rs ' S a fe ty  and 
C om pen sa tion  Adm in istration A ccoun t is cu rren tly  inc luded .

Existing W o rke rs ' C om pen sa tion  budget com ponen t:

O pera ting  E xpend itu res :

P e rs o n a l S en /ic e s : The W o rk e rs ' C om pen sa tion  D ivision and  the W orke rs ' C om pen sa tion  B o a rd  w ou ld  d e le te  the 
fo llow ing pos itions :
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FISCAL NOTE #6

STATE OF ALASKA BILL VERSION: CSSB311(JUD)

2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

C h ie f o f Ad judication (P C N  0 7 -3 0 0 5 )
W o rk e rs ’ C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 1 3 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 2 0 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 4 2 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 4 3 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 4 4 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 6 0 )
W o rk e rs ' C om pen sa tion  H earing  O ffic e r (P C N  0 7 -3 0 6 1 )
W o rk e rs ' C om pen sa tion  O ffic e r II (P C N  0 7 -3 0 2 7 )
14  W o rk e rs ' C om pen sa tion  B o a id  M em be rs  —

The  p e rson a l se rv ic e s  cos t reductions o f ($ 8 0 3 .8 )  a re  a ssoc ia ted  with the 9  fu ll-tim e position s a b o v e . S a v in g s  from  
B oa rd  m em be rs  a re  re flec ted  be low  u nde r trave l and stipends .

M any respons ib ilitie s p rev iou s ly  lodged  in the A W C B  have  been  rea ss ig n ed  to the D iv ision D irec to r. W h ile  s om e  will 
be a b so rb ed  by the rem ain ing  W o rk e rs ’ C om pen sa tion  O ffice rs , o th e rs  requ ire  m o re  ad van ced  leg a l and 
adm in istrative hearing  sk ills . R e fle c tin g  the in c reased  responsib ilitie s the bill p la c e s  upon  the D iv ision D irec to r, and 
the lo s s  o f the C h ie f o f  Ad jud ication , the D iv ision will retain one  W orke rs ' C om pen sa tion  H earing  O ffic e r o r  equ iv a len t 
(R a n g e  2 1 ) position . This position will a llow  the D irec to r to d e leg a te  som e  o f the duties fo r  m aking in vestiga tion s and 
dete rm ina tion s to the incum bent.

T h e  bill sh ifts to the A p p ea ls  C om m iss ion  H earing  Exam ine rs the requ irem en t to ho ld  p rehea ring  c o n fe re n c e s  
n eed ed  to p lan  h ea rin g s and to re so lv e  d iscove ry  d isputes . In A ncho rage , w here th e re  a re  cu rren tly  th ree  W C O  M's 
and  two techn ic ians, this reduction and  shitting othei w ork will requ ire on e  le s s  W o rk e rs ' C om pen sa tion  O ffic e r II.

T rave l: T rave l co s ts  a re  reduced  by ($ 3 6 .8 )  to re flect tran s fe r o f  hearing  o ffic e r trave l, a s  w e ll a s  B o a rd  m em b e r 
s tip end s ($ 5 0 .0 0  p e r d a y ) and  trave l, to the A ppea ls  C om m iss ion . (The la tte r d ue  to rep lac em en t o f  the A la sk a  
W o rk e rs  C om pen sa tion  B oa rd  by the C om m iss ion 's W orke rs ' C om pen sa tion  H earing  B o a rd .)

C on trac tu a l and S u pp lie s : R e fle c ts  reduc tion s in fixed cos ts , sp a c e  le a se  in A ncho rage  and  F a irb an ks , and  o th e r 
c on trac tua l co s ts  tota ling  ($ 8 8 .9 ) . And a ls o  re flec ts tran sfe rring  ($ 8 .6 )  fo r  supp lie s  to the A pp ea ls  C om m iss io n .

F u n d in g

Fund ing fo r  the net c o s t in c rea se  resu lting  from  this leg is la tion  will be from  the W o rk e rs ' S a fe ty  and C om pen sa tio n  
Adm inistration A ccount and re se rv e s . Th is a s su m e s  p a s sag e  o f  leg is la tion  to re v e rs e  the sw eep  o f  the re s e rv e  
b a la n ce . Fa ilu re  to re v e rs e  the sw eep  m ay fo rc e  a re liance  on G en e ra l Funds fo r  som e  o f th e se  co s ts  a s  m ost 
recu rring  W SC A  A ccoun t re ven u e  is accoun ted  fo r in the G ove rn o r's  FY  2 0 0 5  budget.

R an g e  
2 3  8  
21  M 
21 K  
21 F  
21 B /C  
21 B/C 
21 B/C 
21 A 
1 8  K
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DEPARTMENT OF LAW /
i

OFFICE OF THE ATTORNEY GENERAL

P . O .  1 1 0 X 1 1 0 3 0 0  

J U N E  A  U ,  A L A S K A  9 9 8 1 1 -0 3 0 0  

P H O N E :  ( 9 0 7 ) 4 6 5 -3 6 0 0

F A X :  ( 9 0 7 ) 4 6 3 -2 0 7 5

Frank IT. Murkowski, Governor

M ay 3, 2004

Representative Tom  Anderson
Chair, H ouse Labor & C om m erce Com m ittee
A laska State Legislature
State Capitol, Room 432
Juneau, A laska 99801

Re: SB 311 -"A n  Act providing for a special deposit for w orkers' com pensation insurers; 
relating to the board o f  governors o f  the A laska Insurance G uaranty A ssociation; stating 
the intent o f  the legislature, and setting out lim itations, concerning the interpretation, 
construction, and im plem entation o f  w orkers' com pensation laws; relating to 
restructuring the A laska w orkers' com pensation system ; elim inating the A laska W orkers' 
C om pensation Board; establishing a division o f  w orkers' com pensation within the 
D epartm ent o f  Labor and W orkforce Developm ent and assigning certain A laska W orkers' 
Com pensation Board functions to the division and the D epartm ent o f  Labor and 
W orkforce D evelopm ent; establishing a W orkers' C om pensation A ppeals Com m ission; 
assigning certain  functions o f  the A laska W orkers' C om pensation Board to the W orkers' 
C om pensation A ppeals Com m ission and the W orkers' C om pensation H earings Board; 
relating to agreem ents that discharge w orkers' com pensation liability; providing for 
hearing exam iners and hearing panels in workers' com pensation proceedings; relating to 
workers' com pensation awards; relating to an em ployer's failure to insure and keep 
insured or provide security; providing for appeals from com pensation orders; relating to 
workers' com pensation proceedings; providing for suprem e court ju risd iction  o f  appeals 
from the W orkers' Com pensation Appeals Com m ission; providing for a m axim um  
am ount for the cost-of-living adjustm ent for workers' com pensation benefits; providing 
for adm inistrative penalties for em ployers uninsured o r w ithout adequate security for 
workers' com pensation; and relating to assigned risk pools and insurers."

D ear Representative A nderson:

I am w riting this letter to request that you schedule the above bill for a hearing at 
your earliest convenience.



Representative Tom  Anderson 
Re: SB 311

M ay 3, 2004 
Page 2

If  you have any questions, please feel free to contact me.

Sincerely,

G REG G  D. RENKES 
A TTO RN EY  G EN ERA L

David M arquez\ 
C h ief A ssistant rney General

DW M /lcc

cc: M ike T ibbies, Legislative Director, O ffice o f  the G overnor
D eborah Behr, Legislation and Regulations A ttorney, D epartm ent o f  Law
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Chair;

Chair;

( IOUSE COMMITTEE REPOr

Date Referred to Committee: April 19,2004 FURTHER REFERRALS: Finance

Date of Committee Action:

The LABOR AND COMMERCE Committee considered: CSSB 357(FIN)

CS FOR SENATE BILL NO. 357(FIN) INSURANCE

"An Act relating to the regulation of insurance, insurance licenses, qualifications of insurance producers, surplus 
lines, fraud investigations, electronic transactions, and compliance with federal law and national standards; and 
providing for an effective date."

Recommends it be replaced with HCS or [ ]CSfor_ n S S . 367- c L t c -  )
F o r  Senate Bills with n e w  title: [  ]  Technical Title [  ]  N e w  Title:  H C R   [ ] Same Title [ J New Title

[ ] attach amendments
[ ] add new referral t o _____________ Committee
[ ] Letter of Intent____________ Committee

(7)



23-LS1684U.5
Bullock
4/27/04

A M E N D M E

OFFERED IN THE HOUSE 

TO: CSSB 357(FIN)

1 Page 26, following line 9:

2 Insert a new bill section to read:

3 "* Sec. 43. AS 21.39.155 is amended by adding a new subsection to read:

4 (d) Rates for the assigned risk pool shall be established and maintained at a

5 level that will ensure, to the greatest extent practicable, that the assigned risk pool will

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

7 a self-funding financial basis" means that the assigned risk pool shall charge rates

8 based upon a combination of approved voluntary loss costs, administrative expenses,

9 servicing carrier allowances, catastrophe and other reinsurance expenses,

10 contingencies, and all other factors in AS 21.39.030, so as to be self-funding during

11 any consecutive three-year period, on a moving average basis."

12

13 Renumber the following bill sections accordingly.

14

15 Page 30, line 10:

16 Delete "Section 54"

17 Insert "Section 55"

18

19 Page 30, line 11:

20 Delete "sec. 56"

21 Insert "sec. 57"

l -1-



23-LS1684M.7
Bullock

5/3/04

A M E N D M E N T

OFFERED IN THE HOUSE 

TO: CSSB 357(FIN)

1 Page 3, following line 2:

2 Insert a new bill section to read:

3 "* Sec. 5. AS 21.09 is amended by adding a new section to read:

4 Sec. 21.09.095. Deposit requirem ent for vrorkers' com pensation insurers.

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

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

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

8 designated plan administrator, for all years and ceded under the joint ar.u several quota

9 share reinsurance agreements tlirough which workers' compensation insurers reinsure

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

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

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

13 (b) Upon becoming an insolvent insurer as defined in AS 21.80.180 or upon

14 otherwise failing to timely satisfy its Alaska workers' compensation assigned risk pool

15 obligations, the insurer's deposit under this section shall be retained as secured

16 collateral under the control of the director. The director shall make funds from the

17 deposit available to the designated plan administrator as needed to fund the insurer's

18 obligations to the Alaska workers' compensation assigned risk pool.

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

20 investment assets approved by the director under the regulatory authority in

21 AS 21.21.420.

22 (d) In this section,

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

l -1-



9
23-LS1684M.7

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

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

3 director to operate the assigned risk pool for workers' compensation."

4

5 Renumber the following bill sections accordingly.

6
7 Page 30, line 10:

8 Delete "Section 54"

9 Insert "Section 55"

10

11 Page 30, line 1 i :

12 Delete "sec. 56"

13 Insert "sec. 57"

L - 2 -



C O M M IT T E E :  H o u s e  L a b o r  &  

C o m m e r c e  S t a n d in g  
C o m m it te e

D A T E :  M a y  3 , 2 0 0 4

S U B J E C T :

S B  3 5 7 - IN S U R A N C E

PLEASE S
P L E A S E  P R IN T : 
N A M E  & T IT L E A D D R E SS P H O N E

R E P R E S E N T IN G
(No acronyms unless for a state agency, 

please)

DO YOU 
WANT TO 
TESTIFY ?



Alaska State Legislature

Senator Con Bunde 
District P

Vice Chair: Senate Finance Committee 
Chair: Senate Labo r &. Commerce Committee 

Member: Legislative Budget & Audit Committee

During Interim: 
7 1 6  W . Fourth Avenue 

Anchorage, AK 9 9 5 0 1 -2 1 3 3  
(9 0 7 ) 2 69 -0181

MEMORANDUM

DATE: Monday, April 19, 2004, 2004 

TO:

FROM:

RE:

During Session :
S tate Capitol 
Juneau , AK 9 9 8 0 1 -1 1 8 2  
(9 0 7 ) 4 6 5 -4 8 4 3

I respectfully request a hearing before the House Labor and Commerce Committee on 
SB 357, an Insurance Omnibus bill.

The Senate Labor and Commerce has sponsored SB 357 on behalf of the Division of 
Insurance to address needed changes that updates procedures and transactions within the 
Division of Insurance. Referred to as the Insurance Omnibus Bill, it contains numerous 
changes to Title 21, ensuring state consistencies with federal law, the National 
Association of Insurance Commissioners (NAIC) model acts, standards and guidelines. 
Key elem ents of the bill are:

1. Provides for electronic com m unications between the Division of Insurance and 
the public, indur,ry and other regulators to promote more efficiencies

2. Provisions for changes in reinsurance
3. Contains recommended licensing revisions suggested by the NAIC
4. Changes in liability for civil dam ages when filing a report re: fraudulent acts
5. Clarifies that a guaranty  fund deposit is required for title insurance companies.
6 . Changes to taxes and late paym ents to make the penalties more consistent with 

the Department of Revenue statutes and include penalties for surplus lines brokers 
who submit late payments on taxes.

Tom Anderson, Chair, House Labor and 

Senator Con Bunde 

Hearing Request for



Frank H. Murkowski, Governor

Department of Com m unity 
a n il Econom ic  Oeuelopm ept

Division of Insurance
P.O. Box 110805, Juneau, AK 99811-0805
Telephone: (907) 465-2515 • Fax: (907) 465-3422 • Text Telephone: (907) 465-5437 
Email: lnsurance@dced.state.ak.us • Website: www.dced.state.ak.us/insurance/

March 8 , 2004

Senator Con Bunde, Chairman 
Senate Labor and Commerce 
Room 506 
State Capitol 
Juneau, Alaska 99801

RE: Senate Bill 357

The Honorable Con Bunde,

The changes to Title 2 1 which are proposed in SB 357 are necessary to ensure that 
Alaska statutes are consistent with federal law (the provisions mandated under the 
Gramm-Leach-Biiley Act) and with model acts and standards of the National Association 
of Insurance Commissioners (NAIC). A number of the proposed changes dealing with the 
financial oversight of insurance companies were suggested by the NAIC accreditation 
team as Alaska was reviewed for renewal of accredited status. It is important to _ontinue 
to have the recognition of the NAIC which acknowledges compliance with national 
standards.

Some of the proposed changes relate to updating procedures to reflect the current 
insurance environment and to enable electronic communications between the Division of 
Insurance and the public, industry and other regulators.

Two key elements of the mission of the Division of Insurance are to protect the consumer 
and lo enhance the insurance business environment. As we perform our regulatory 
oversight functions, we regularly review the provisions of Title 2 1 to determine our 
authority and to look at areas which should be changed to enable the Division staff to 
continue to ensure we have the tools to achieve the stated mission.

I would urge support of SB 357 and the changes that arc being proposed.

Sincerely.

Linda S. Hall 
Director

"Promoting a healthy econom y and strong com m unities"

mailto:lnsurance@dced.state.ak.us
http://www.dced.state.ak.us/insurance/


FISCAL NOTE
STATE OF ALASKA Fiscal Note Number 1
2004 LEGISLATIVE SESSION Bill V e rs ion :

(S )  P ub lish  D ate :
C S S B  3 5 7 (L & C ) 
3 /2 4 /0 4

R e v i s i o n  D a te /T im e  (N o t e  if c o r r e c t io n ) : D ept. A ffec ted : D C E D
T itle  In su ran c e R D U  In su ran c e  (1 1 6 )

C om pon en t In su ran c e  O p e ra tio n s
S p o n s o r  S e n a te  L ab o r & C om m e rc e
R e q u e s te r  S e n a te  L ab o r & C om m e rce C om p on en t No. 3 5 4

Expenditures/Revenues_____________________________ (Thousands of Dollars)
Note : A m oun ts d o  no t inc lude in fla tion u n le s s  o the rw ise  n o ted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 5 F Y  2 0 0 5 FY  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0
P e r s o n a l S e rv ic e s  
T rave l 
C on tra c tu a l 
S u p p lie s  
Equ ipm en t 
Land  & S tru c tu re s 
G ran ts  & C la im s 
M isc e lla n e ou s

TO T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S ______________

C H A N G E  IN R E V E N U E S  ( ) [
F U N D  S O U R C E ___________________________    (T h o u s a n d s  o f D o lla rs )
1 0 0 2  F ed e ra l R e ce ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts  
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify T yp e -D o  nol abbreviate)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 4 )  c o s t :  0  0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b ill is  in c lu d e d  in th e  G o v e rn o r 's  F Y  2 0 0 5  b u d g e t  p r o p o s a l :  
P O S IT IO N S
Fu ll-tim e
Part-tim e
T em p o ra ry

A N A L Y S IS : (Attach a separate paqe if necessary)

This legislation makes changes to Title 21 that are necessary to ensure that state statutes are consistent 
with federal law, the National Association of Insurance Commissioners (NAIC) model acts, standards and 
guidelines, and updates procedures and transactions related to electronic communications. It has no fiscal 
impact on the operations of the division.

P re p a re d  by: L inda S . H a ll, D ire c to r________________________________________________  P h o n e  (9 0 7 )  2 6 9 -7 9 0 0
D iv is ion  In su ran c e ______________________________________________________________  D a te /T im e 3 /5 /0 4  1 2 :4 4  PM
A pp ro ved  by: E d g a r B la tch fo rd , C om m iss io n e r____________________________________  D a te  3 /5 /2 0 0 4
A gency  D ep a rtm en t o f  C om m un ity  & E con om ic  D eve lopm en t____________

iRevisod 9/2003 OMB) Page 1 of 1



Section 1

Section 2

Section 3 

Section 4

Section 5

Section 6

Section 7

Section S

Section 9

Deleted words “certified to” and replaced with “issued” in order to assist 
the public, industry and other regulators to electronically communicate 
with the division. Electronic transactions are more efficient and 
streamline administrative procedures.

Deletes “and” and substitutes “or” to clarify that contracts may not contain 
any of the prohibited provisions individually as was the intent of the 
original language

Deleted words “notwithstanding AS 21.86.280, medical” and replaced 
with “medical” in order to clarify the meaning of this section.

Added subsection (d) to clarify that for purposes of this section, a 
managed care entity means a managed care entity that is not subject to AS 
21.36

Deleted words “certified to” and replaced with "issued” in order to assist 
the public, industry and other regulators to electronically communicate 
with the division. Electronic transactions are more efficient and 
streamline administrative procedures.

Revised to make it possible for director to suspend, rather than revoke, a 
certificate of authority for additional one year terms so that insurer can 
correct the issues that caused the need for suspension. In any event, the 
certificate of authority will be revoked after five years of suspension.

Deleted word “received” and replaced with "written" to clarify the intent 
of the section to reflect the practical calculation methodology of taxes paid 
by insurers.

Deleted word “received" and replaced with "written” and words “income 
received” were deleted and replaced with “written” to clarify the intent of 
the section and to reflect the practical calculation methodology of taxes 
paid by insurers.

Revised the calculation methodology of late paid taxes by insurers under 
AS 21.09.210 and makes the penalties more consistent with Department of 
Revenue statutes. Taxes must be made in the form required by the 
director, which by regulation is automated clearinghouse debit or credit.
A penalty may be assessed for willful violation of the section, and the 
director may revoke or suspend a certificate of authority of an insurer who 
fails to pay taxes or late fees.

Sectional Analysis
Revised 4-5-04

Insurance Omnibus Bill



Section 10 

Section 11 

Section 12 

Section 13

Section 14 

Section 15 

Section 16

Section 17

Section 18 

Section 19

Section 20

Clarified the intent of the section by deleting the words “policy o f ’ and 
replacing with “policy.”

Added a subsection, which provides mat premiums paid on an individual 
life insurance are not subject to retaliation tax under AS 21.09.270

Deleted the word "certified” and replaced with "issued” in order to 
provide for electronic communication

Revised to clarify that assumption of Alaska business should only be 
ceded to an insurer that is authorized by its domestic state to conduct the 
same line of business being ceded and to bring state law into compliance 
with the NAIC Model Credit for Reinsurance Regulation, including 
conditions and requirements for domestic ceding insurers and assuming 
insurers.

Revised to bring state law into compliance with the NAIC Model Credit 
for Reinsurance Regulation, including conditions and requirements for 
domestic ceding insurers and assuming insurers.

Added a new section that provides for the regulation of Alaska 
policyholder business that is transferred from an Alaska admitted insurer 
to a non-admitted insurer through an assumption reinsurance agreement.

Added a new subsection that states that the requirements of this chapter 
are supplemental to any other provisions of this title and do not preclude 
or limit any other powers or duties of the director. The addition is as 
given in the NAIC Model Law and required for accreditation by NAIC.

Added a subsection, which clarifies conditions for approval of a merger or 
acquisition under Chapter 22. Insurance Holding Companies, with respect 
to insurance buying public. The addition is as given in the NAIC Model 
Law and required for accreditation by NAIC.

Changed the numbering sequence to correspond lo other changes

Revised to give the director the authority to issue licenses for crop and 
surety insurance lines of authority to qualified persons based on these lines 
of authority for consistency with national standards.

Deleted reference lo trainee license for an insurance producer as it is 
inconsistent with the NAIC Producer Licensing Model Act that is used as 
a standard for national uniformity in producer licensing.



Section 22 

Section 23

Section 24-27

Section 28

Section 29 

Section 30

Section 3 1

Section 32 

Section 33-35

Section 21 Deleted additional license requirements that may impose barriers to 
licensure for nonresidents who seek to obtain a license in our state. 
Requiring a company appointment for the “sole purpose to be appointed” 
is considered an additional requirement that may jeopardize Alaska’s 
reciprocity under the Gramm-Leach-Bliley Act. Deleted references to 
fraternal licenses to conform to national licensing standards since Alaska 
is one of only a few states that offer this license class. A person who sells 
policies on behalf of a fraternal organization is already licensed for major 
lines (life and health) and therefore this repeal has no negative effect.

Corrected the statutory reference to correspond to other changes

Deleted reference of trainee license for an insurance producer in order to 
conform to NAIC standards.

Deleted inconsistent experience requirements for managing general 
agents, reinsurance intermediary managers, reinsurance intermediary 
brokers and surplus lines brokers in order to be consistent with the 
Gramm-Leach-Bliley Act. Included a requirement for a person seeking 
licensure for surplus lines authority that they also be licensed as either a 
producer or managing general agent, consistent with NAIC standards.

Revised to make it possible for health insurance to be provided through 
surplus lines.

Clarified definitions.

Added a new section that makes it possible for health insurance to be 
provided through surplus lines.

Amended the section to include the requirement that in order for a 
nonadmitted insurer to be an eligible surplus lines insurer, that it pays to 
the division or surplus lines association any fee required by regulation and 
that an annual fee required under this section and adopted as a regulation 
must be paid on or before June 30 of each year.

Added a new subsection which clarifies the meaning of “transaction.”

Revised to make the regulatory process more efficient and reflective of the 
surplus lines marketplace based on an industry task force convened during 
the summer of 2003.

Section 36 Created a penalty for late reporting.



Section 37

Section 38

Section 39

Section 40

Section 41

Section 42

Section 43

Section 44

Section 45

Section 46.47

Section 48

Deleted word “charged” and replaced with “written” to clarify the intent 
of the section and to reflect the practical calculation methodology of taxes 
paid by insurers

Revised the calculation methodology of late paid taxes by surplus lines 
brokers under AS 21.34.180 (f). Taxes must be made in the form requited 
by the director. A penalty may be assessed for willful violation of the 
section and the director may revoke or suspend a broker who fails to pay 
taxes or late fees.

Amended to include business or commercial policies issued under AS
21.34 as not included under AS 21.36.235 (c)

Amended to include business or commercial policies issued under AS
21.34 as not included under AS 21.36.240

Added a subsection which provides a peison is not liable for civil damages 
for filing a report or furnishing other information concerning a fraudulent 
act to a person involved in the prevention or detection of fraudulent 
insurance acts or that person’s employees, agents or representative. This 
change allows special investigation units of different insurance companies 
to share information without potential of liability and is based on the 
NAIC model act.

Added a subsection which provides that insurance written under AS 21.34 
does not apply under this chapter.

Added language that provides that this section does not apply to policies 
issued under AS 21.34.

Clarified that a guaranty fund deposit is required for title insurance 
companies in addition to the required deposit under AS 2 1.66.010 (b).

Clarified late payment fees and penalties and director’s authority to 
suspend or revoke the certificate of authority for title insurance companies 
that fail to pay its taxes, a penalty or a late payment fee.

Revised AS 21.69.390 to allow domestic insurers with operations entirely 
outside the state lo maintain their records outside of Alaska and provide a 
process of getting director approval when it is necessary.

Revised wording regarding reinsurance for stock insurers in order to 
require filing of signed reinsurance agreements.

Section 49 Revised wording regarding reinsurance for mutual insurers in order to 
require filing of signed major reinsurance agreements.



Section 50,51

Section 52 

Section 53

Section 54

Revised wording regarding electronic communications and transactions in 
order to streamline administrative procedures and make them more 
efficient.

Added definitions for “reinsurance” and “assumption reinsurance.”

Repealed sections in order to make state law consistent with NAIC 
guidelines, other revisions in the bill and to make procedures more 
efficient. Repeals the trainee license requirements for insurance 
producers, reinsurance intermediary managers, brokers, managing general 
agents and surplus lines brokers.

Added new section giving the director of insurance the authority to adopt 
regulations necessary to implement the changes made in this Act and 
providing for effective dates.

Section 55 Added new section instructing reviser of statutes of a heading name


