ALASKA STATE LEG SLATURE
HOUSE LABOR AND COMVERCE STANDI NG COWM TTEE
March 31, 2008
3:04 p.m

VEMBERS PRESENT

Representative Kurt O son, Chair
Representati ve Mark Neuman, Vice Chair
Representative Carl Gatto
Representative Gabrielle LeDoux
Representati ve Jay Ranras
Representative Robert L. "Bob" Buch
Representative Berta Gardner

VEMBERS ABSENT
Al'l nenbers present
COW TTEE CALENDAR

CS FOR SENATE BILL NO. 120(FI N)

“"An Act relating to disclosure of certain information from the
records of the Departnent of Labor and Workforce Devel opnent and
[imting the wuse of the disclosed information, and to the
cal cul ation and paynment of unenploynment conpensation benefits;
and providing for an effective date.”

- MOVED CSSB 120(Fin) OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: SB 120

SHORT Tl TLE: UNEMPLOYMENT COWVP: BENEFI TS/ RECORDS
SPONSOR(s): LABOR & COMMERCE

03/ 14/ 07 (S) READ THE FIRST TIME - REFERRALS
03/ 14/ 07 (S) L&C, FIN

03/ 22/ 07 (S) L&C AT 1:30 PM BELTZ 211

03/ 22/ 07 (S) Heard & Hel d

03/ 22/ 07 (S) M NUTE( L&C)

04/ 24/ 07 (S) L&C AT 1:30 PM BELTZ 211

04/ 24/ 07 (S) Heard & Hel d

04/ 24/ 07 (S) M NUTE( L&C)

04/ 26/ 07 (S) L&C AT 4:30 PM FAHRENKAMP 203
05/ 02/ 07 (S) L&C AT 5:30 PM FAHRENKAMP 203
01/ 17/ 08 (S) L&C AT 1:30 PM BELTZ 211
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01/ 17/ 08

-- MEETI NG CANCELED - -

01/ 22/ 08 (S) L&C AT 1:30 PM BELTZ 211

01/ 22/ 08 (S Schedul ed But Not Heard

02/ 05/ 08 (S) L&C AT 1:30 PM BELTZ 211

02/ 05/ 08 (S) <Bi || Hearing Cancel ed>

02/ 09/ 08 (S L&C AT 1:30 PM BELTZ 211

02/ 09/ 08 (S) Moved CSSB 120(L&C) Qut of Conmittee
02/ 09/ 08 (S) M NUTE( L&C)

02/ 11/ 08 (S L&C RPT CS 2DP 1AM NEW Tl TLE
02/ 11/ 08 (S) DP: ELLIS, DAVIS

02/ 11/ 08 (S) AM STEVENS

03/ 12/ 08 (H FIN AT 1: 30 PM HOUSE FI NANCE 519
03/ 12/ 08 (S) Heard & Held

03/ 12/ 08 (S) M NUTE( FI N)

03/ 15/ 08 (H FIN AT 10: 00 AM HOUSE FI NANCE 519
03/ 15/ 08 (H -- Continued from03/14/08 --

03/ 17/ 08 (S FIN RPT CS 2DP 4NR NEW Tl TLE
03/ 17/ 08 (S) DP: STEDVAN, ELTON

03/ 17/ 08 (S) NR. HOFFMAN, THOVAS, DYSON, CLSON
03/ 26/ 08 (S) TRANSM TTED TO (H)

03/ 26/ 08 (S) VERSI ON:  CSSB 120( FI N)

03/ 27/ 08 (H READ THE FI RST Tl ME - REFERRALS
03/ 27/ 08 (H L&C, FIN

03/ 31/ 08 (H L&C AT 3: 00 PM CAPI TOL 17

W TNESS REG STER

DANA OVEN, Staff

to Senator Johnny Ellis

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented SB 120 on behalf of the sponsor,
t he Senate Labor & Conmerce Conmitt ee.

VWAYNE STEVENS

Presi dent, CEO

Al aska St ate Chanber of Conmerce

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of SB 120.

PAULA SCAVERA, Legi sl ative Liaision; Special Assistant
O fice of the Conm ssioner

Depart ment of Labor & Workforce Devel opnent ( DLVD)
Juneau, Al aska

PCSI TI ON STATEMENT:  Answer ed questions on SB 120.

JIM W LSON
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Act uary

Di vision of Enploynent Security

Central Ofice

Depart ment of Labor & Workforce Devel opnent (DLVD)
Juneau, Al aska

POSI TI ON STATEMENT: Testified on SB 120.

DON ETHERI DGE, Lobbyi st

for the Alaska State AFL-CI O

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of SB 120.

ACTI ON NARRATI VE

CHAIR KURT OLSON called the House Labor and Commerce Standing

Conmittee neeting to order at 3:04:15 PM Representati ves
Neuman, Gardner, Buch, Ranras, and O son were present at the
call to order. Representative s LeDoux and Gatto arrived as the

nmeeting was in progress.

SB 120- UNEMPLOYMENT COWVP: BENEFI TS/ RECORDS

3:04:27 PM

CHAI R OLSON announced that the only order of business would be
CS FOR SENATE BILL NO 120(FIN), "An Act relating to disclosure
of certain information from the records of the Departnent of
Labor and Workforce Developnent and limting the use of the
di sclosed information, and to the calculation and paynent of
unenpl oynent  conpensation benefits; and providing for an
effective date."

3:04: 37 PM

DANA OWNEN, Staff to Senator Johnny Ellis, Al aska State
Legi sl ature, on behalf of the sponsor, the Senate Labor and
Commerce Conmittee, stated that SB 120 would raise the naxinmm
weekl y benefit anount for t he unenpl oynent i nsurance
conpensati on benefits, which has not been raised since 1977. He
said that SB 120 is a conpromise bill such that each of the
parties who worked on SB 120 has sone reservations about parts
of the bill. The parties support SB 120 since the bill attenpts
to address the issues raised by managenent and |abor. This bill
would raise the maximum weekly wunenploynent insurance (U)
benefit anount from $248 per week to $370, which will place
Al aska at the nedian |evel nationwide. He outlined sonme issues,
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pointing out that [|abor nanagenent supported raising the
unenpl oynent benefit to help people remain in their comunity,
in Al aska, and because the “right thing to do.” The business
community agreed that it was tine to raise the anount of
unenpl oynent insurance benefits. They argued that the systemis
too costly and worked to make SB 120 “cost neutral .”

3:08:14 PM
MR. OWNEN explained that although the state lags behind in

reci pient benefits, Alaska also ranks anong the highest in
unenpl oynment benefit costs in the nation, he noted. He surm sed

that SB 120 does not neet the goal of being “cost neutral,” but
that the bill cones as close to the goal as is practicable. The
Senate Labor & Commerce conmttee worked to |lower the costs of
the overall system he said. However, the system has sone

structural issues due to a large nunber of seasonal enployees
that drive unenpl oynent insurance (U) costs up.

3:09: 37 PM

MR. OVEN stated that SB 120 shifts costs away from businesses to
enpl oyees in two ways: Currently, 80 percent of the cost of U
is covered by enployers and 20 percent is covered by enpl oyees.
He highlighted that Alaska is one of two states that assess the
U, but that two additional states have the ability to assess Ul
“on the books” but don't apply it.

MR. OWNEN noted that SB 120 would change the proportional shift
of U by reducing the anmpbunt to 73 percent for enployers and
increasing the anmount to 27 percent for enployees. He noted
that the Senate Finance Commttee added provisions to phase in
those anobunts over a two year period, but the result is still
the sane. He said that the second thing SB 120 does to reduce
cost to enployers is to increase the anopunt of earnings
necessary during the qualifying period from $1,000 to $2,500.
He noted that the qualifying earnings have not been raised since

the 1970s. He surm sed that people support the bill since
addressing U benefits is sonething that needs to be done and
the bill represents a good faith effort.

3:11: 06 PM

MR. ONEN referred to itenms in the packet: A letter from Wayne
Stevens, Al aska Chanber of Comerce, offers supports SB 149,
al t hough not enthusiastically. An item|abeled, “Key Vote” from
to the National Federation of |ndependent Business - ALASKA
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(NFIB), also offers support for SB 120. He referred to a bar

chart | abeled, “Unenploynment |nsurance Maxi mum Wekly Benefit
Amount by State”, which notes that Al aska ranks 48" in the
nati on. He referred to a chart |abeled, “Al aska s Maximm

Weekly Benefit Unenploynment insurance, 1966 to 2006” that
denonstrates that this is the Iongest period of tinme wthout an
increase to the maxi num weekly benefit anount allowable. He
referred to a chart, |abeled, “Average-Wage Replacenent Rates”
that lists Alaska at 25.8 percent while the average nationw de
is at 34.6 percent. The U system was intended to replace 50
percent of wages when a person |oses his/her job, he offered.
Wiil e no state has reached the benchrmark, Alaska is dead |ast at
25.8 percent, he highlighted. He referred to a chart, | abeled
“Estimated Annual Unenploynment |nsurance Enployee Tax Cost, if
the Maxi mum Weekly Benefit Amount (MABA) increases to $370,
effective January 2009,” which he said denonstrates the effect
of bill on enpl oyees. He noted the current enployee
contribution is set at $157 annually. Under SB 120, that anount
would rise to $194 in 2013 when SB 149 would be fully
i npl enented, which represents a $37 increase overall. He
referred to a chart | abeled, “Estinmated Mxinum Cost per Worker
for Average Enployer” that shows the projected effect on
enployers for estinated tax contributions per enployee. He
expl ained that the anobunt enployers paid was $584 in 2007,
dropped to $470 in 2008 and is expected to rise to $495 in 2014
under the provisions in proposed SB 120. He characterized the
U Trust Fund as a well nanaged U Trust Fund.

3:16: 20 PM

REPRESENTATI VE BUCH asked for the total anmpunt that is currently
in the U Trust Fund.

MR. OWNEN pointed out that M. WIson wuld testify and could
answer any technical questions. In further response to
Representative Buch, M. Osen answered that four states have the
authority to assess enployees a fee, but only tw states
currently assess a fee. In further response to Representative
Buch, M. Owen advised that he did not know the U percentages
assessed in the other states.

3:17:42 PM
REPRESENTATI VE GARDNER inquired as to whether the qualifying

anount that would be raised from $1,000 to $2,500 in SB 120 is
an adjusted dol |l ar anmount.

HOUSE L&C COW TTEE - 5- March 31, 2008



MR, OMEN answered that the qualifying anobunt is in nom nal
dollars and not in adjusted doll ars.

REPRESENTATI VE NEUVAN referred to the sponsor’s statenent which
mentions that SB 120 adds | anguage that protects the privacy of
individuals claimng U benefits. He asked for clarification of
any itens not currently required by federal |aw

MR. ONEN answered that the confidentiality provisions in SB 120

are based precisely on federal governnment requirenents. In
further response to Representative Neuman, M. Ownen noted that
Sections 1-8 of the bill provide for the confidentiality
provi si ons. He elaborated that Section 1 clarifies that the

Department of Labor & W rkforce Devel opnent (DLWD) nmay not
release U information to a person for a civil or admnistrative
matter for purposes not directly involving the presentation or
protest of a claim under state |aw He noted that Section 2
woul d allow disclosure of U information to the United States
Secretary of Health and Human Services for the purpose of child
support enforcenent.

3:20: 59 PM

MR. ONEN, in response to Representative Neunman, answered that
the pressure from the federal governnent is the inpetus for SB
120. He offered his understanding that the state nmay face
severe penalties if it does not anend its U statutes by Cctober
2008, anmong those would be a loss of $19.1 mllion in federa

paynents to the state and potentially costs of an additional $87
mllion to enpl oyers.

3:21:50 PM

DON ETHERI DGE, Lobbyist, Alaska State AFL-CIO stated that the
AFL-Cl O supports SB 120. Wiile he opined that the AFL-CIO is
not totally happy with the final negotiations, that it supports
the bill and stands by the negotiations.

WAYNE STEVENS, President, CEO Al aska State Chanber of Commerce,
stated that the State Chanber of Commerce supports SB 120. He
characterized SB 120 as a conprom se bill that hel ps keep the U
taxes down. He urged nenbers to support SB 120.

3:23: 50 PM

REPRESENTATI VE GARDNER noted that menbers heard earlier
testinmony that rates are higher due to the seasonal work force.
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She inquired as to whether other states with seasonal work
forces struggle with U costs.

MR. STEVENS answered that seasonality is an issue in many
states. He pointed out that the taxable wage level, which is
t he anount the enployer’s assessnent is based on, was $19, 200 in
the 1980, but is currently set at $31, 300. However, during the
same period of tinme the anount the enployer contributes has
risen while the benefit anpbunt has not been increased.

3:24: 47 PM

MR. STEVENS, in response to Representative Neunman, explained
that SB 120 was a thorough process undertaken during |ast year
and both sides raised issues. The process led to a conprom se
that reaches the goal of increasing the benefit and ensuring
that the state is in conpliance with federal law. He noted that

the state could lose $130 mllion in funding and expressed his
concern that those costs would be shifted to business. He
characterized the process as one with “good give and take from
all parties.” He said that “everyone can wal k out of the room
and say that we’ve done what we set out to do, keep costs down
and increase the weekly benefit amount.” In further response to

Representative Neuman, M. Stevens stated that there were a
nunber of organi zations that represented the perspectives of the
enpl oyee and the enpl oyer.

3:27:19 PM

PAULA SCAVERA, Legislative Liaision; Special Assistant, Ofice
of the Conm ssioner, Departnent of Labor & Workforce Devel opnent
(DLWD), in response to Representative Buch, replied that the
other state that assesses an enpl oyee unenpl oynment insurance tax
is New Jersey and by statute that amount is set at $101.25
annual |y per enpl oyee.

3:28:43 PM

M5. SCAVERA, in response to Representative Buch, clarified that
the $101.25 is the entire unenploynent tax anmount that an
enpl oyee in New Jersey would pay for the unenpl oynent insurance
tax program In further response to Representative Buch, M.
Scavera stated that she thought the U Trust fund contains
approximately $230 mllion, which she opined is a healthy
figure.
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REPRESENTATI VE GARDNER i nquired as to whether the seasonal work
force in other states results in a burdensone enployer U
assessnent rate.

V. SCAVERA answered that Arizona has a |arge seasonal
wor kf orce, but only pay $240, which is lower than Al aska s rate,
but she noted its rules for qualifying varies from Al aska. She
related that she attends an annual neeting on U and has
di scovered that the rates and rules between states varies so it
is difficult to conpare costs and rates for U in other states.

3:31:15 PM

REPRESENTATI VE GARDNER related her wunderstanding that Al aska
faces long standing issues wth respect to unenploynent
i nsurance such that enployers feel burdened and that enployees
receive a lower rate of conpensation than in other states. She
inquired as to whether the reason is due to a |arge seasonal
wor kf or ce.

3:32:10 PM

JIM WLSON, Actuary, D vision of Enploynment Security, Central
Ofice, Departnment of Labor & W rkforce Devel opnent (DLWD),
stated that 20 years ago, Alaska had a larger construction and
transportation industry, which resulted in a greater percent of
the total econony. However, seasonality is less of an inpact
now than it was 20 years ago, although it still represents a big
conmponent, he said. Alaska's econony has grown considerably and
the trades have matured, he opined. Thus, the trade and service
industries offer nore year round enploynent than ever before.
However, the seasonal conponent is still a factor in higher cost
of Al aska’s system

3:33: 36 PM

REPRESENTATI VE RAMRAS affirmed the seasonal aspect of Alaska’s
| abor force. He related his own business experiences in
Fai r banks such that he enploys 200 year round, but that his
| abor force swells to 300 in the sumrer. He also highlighted
that due to new techniques such as “tenting” buildings in the
wi nter that sone industries such as the construction industry
can operate all year.

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on SB 120.
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3:37: 03 PM

REPRESENTATI VE LEDOUX noved to report the CSSB 120(FIN) out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSSB 120(FIN) was
reported fromthe House Labor and Commrerce Standing Commttee.
3:37:23 PM

ADJ OURNNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
3:37 p.m
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