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ATTACHMENT HES 33+

Fiscal Note for Governor's Bill on .." Administrative Collection of Permanent Fund Dividends...for amounts
owed to state."

The Alaska Department of Labor and Workforce Developmerit, Employment Security Division, Benefit Payment
Control Unit, is responsible for recovery of overpaid unemployment insurance (UI) benefits and fraud penalties. The
current outstanding debt owed to the state for overpayments is a little over 9 million dollars; comprised of $4,900,000
paid erroneously due to a fraudulent act committed by the claimant; $1,500,000 paid due to error, most often the
claimant’s; and $3,000,000 in statutory penalty applied for receipt of benefits through fraudulent acts.

In order to obtain federal administrative funding from the U.S. Department of Labor, our division must continue to
improve the percentage of overpayments we recover. Currently, the only way to attach a Permanent Fund Dividend
is by voluntary assignment, a judgment through small claims action, or through a criminal prosecution judgment. The
latter two actions are lengthy and time consuming and are used in less than 5% of the cases. Authority to attach
Permanent Fund Dividends through administrative action would simplify the process and increase the Department's
recovery of improperly received payments and penalties.

Attachment of Permanent Fund Dividends would only be used after proper notice of liability has been given and
appeal rights have expired or been exhausted. It would only be used on past due accounts.

No fiscal impact to the operational costs of the Unemployment Insurance program is anticipated. The costs related to
the legislation will be replaced by efficiencies and related savings realized by a reduction in the number of judgments
required through small claims action, or through a criminal prosecution.

Alaska statute 23.20.390 (a) requires that the over paid Ul payment when recovered is to be returned to the UI trust
fund. Since unemployment insurance benefits are primarily paid through taxes from Alaska's employers, the recovery
of these overpaid benefits has a positive impact on employer tax rates. Alaska statute 23.20.390 (f) requires that any
penalty recovered will be deposited into the state general fund.

After all other administrative remedies are exercised, the department anticipates levies on permanent fund dividend
funds will result in recovery of overpaid Ul payments and penalties as follows:

First Calendar Year of Implementation effective January 1, 2001

Fraud overpays $1,148,200

Non-fraud overpays $362,600
Total Returned to Ul Trust Fund $1,510,800
Penalties Recovered for GF deposit $754,200 (a)

Second & Subsequents Calendar Years

Fraud overpays $638,300

Non-fraud overpays $128,900
Total Returned to UI Trust Fund $767,200
Penalties Recovered for GF deposit $385,400 (a)

In the first calendar year of implementation of the permanent fund levy, the Ul overpay and penalty calculations
represent the backlog which is greater than what would typically be expected on an ongoing annual basis. The
second and subsequent year calculations is what we expect annually after the backlog is recovered.

FOOTNOTE:
(a) the state fiscal year distribution (see fiscal note form) of penalties recovered for deposit to the
state general fund due to the 1/1/2001 effective date is as follows:
*FY2001 = $377,100 (50% of 1* calendar year penalties)

*FY2002 = $377,100 (50% of 1¥ calendar year penalties)
*FY2002 = $192,700 (50% of 2nd calendar year penalties)

*FY2003 & subsequent fiscal years = $385,400
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