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ALASKA DEPARTMENT OF LABOR, RESEARCH AND ANALYSIS SECTION APRIL 1981

SHOULD ALASKA OPT OUT OF THE FEDERAL/STATE UNEMPLOYMENT INSURANCE SYSTEM?

By S c o t t  T .  Hanni gan

The S o c i a l  S e c u r i t y  Act  o f  1935 e s t a b l i s h e d  ari Unemployment  I n s u r a n c e  (UI)  p rogram 
1n t h e  U n i t e d  S t a t e s  u n d e r  j o i n t  f e d e r a l / s t a t e  management .  The m a j o r  r o l e  o f  t h e  
f e d e r a l  p a r t n e r  was a d m i n i s t r a t i o n  o f  a u n i f o r m  e mp l oye r  t a x  t o  f und  t h e  p r o g r a m.  
S t a t e s  wer e  e n c o u r a g e d  by t h e  Act  t o  p a s s  l o c a l  UI l e g i s l a t i o n  w i t h  t h e  r e s e r v e d  
r i g h t  t o  s e t  q u a l i f i c a t i o n s  and s t a n d a r d s  f o r  t h e  payment  of  unemployment  compensa­
t i o n .  The Act  c o n t a i n e d  p r o v i s i o n s  f o r  e mp l o y e r s  t o  r e c e i v e  c r e d i t  a g a i n s t  t h e  
f e d e r a l  t a x  f o r  c o n t r i b u t i o n s  t o  a s t a t e  UI p l a n  and f o r  s t a t e s  t o  r e c e i v e  g r a n t s  t o  
a d m i n i s t e r  t h e i r  p r og r a m s .  The a v a i l a b i l i t y  o f  empl oye r  t a x  c r e d i t s  and  s t a t e  admin­
i s t r a t i v e  g r a n t s  were  made c o n t i n g e n t  upon s t a t e s '  c ^ p l i a n c e  w i t h  c e r t a i n  f e a t u r e s  
i n  t h e  S o c i a l  S e c u r i t y  A c t .  The s e  f e a t u r e s  were  g e n e r a l l y  f ound a c c e p t a b l e  t o  t h e  
s t a t e s  and a n a t i o n w i d e  f e d e r a l / s t a t e  UI p rogram was in  f u l l  e f f e c t  by 1937.- Over  
t h e  e n s u i n g  y e a r s ,  howe ve r ,  numerous  amendments  t o  t h e  Act  and a d d i t i o n a l  UI l e g i s l a ­
t i o n  by Co n g r e s s  ( r e q u i r i n g  c o n f o r mi n g  s t a t e  l e g i s l a t i o n )  has  l e d  t o  c o n f l i c t s  i n  
t h e  f e d e r a l / s t a t e  p a r t n e r s h i p .  The f e d e r a l  government  h a s  g e n e r a l l y  h e l d  t h e  u p p e r  
hand i n  t h e s e  c o n f l i c t s  by v i r t u e  o f  t h e  enormous  f i n a n c i a l  c l o u t  p r o v i d e d  by t he  
t a x  c r e d i t s  and a d m i n i s t r a t i v e  g r a n t s  p r o v i s i o n s  o f  t h e  So c i a l  S e c u r i t y  A c t .  T l i s  
p a p e r  w i l l  r e v i e w  t h e  h i s t o r i c a l  b e g i n n i n g s  o f  t h e  f e d e r a l  / s t a t e  UI p r og r a m,  some o f  
t h e  c o n f o r m i t y  i s s u e s  f a c i n g  t h e  s t a t e s ,  and t h e  p o s s i b i l i t y  o f  f u t u r e  c h a n g e s  i n ­
c l u d i n g  c o m p l e t e  s e p a r a t i o n  o f  t h e  f e d e r a l  and s t a t e  s y s t e m s .

P r i o r  t o  1935,  s t a t e s  had no programs  t o  p r o v i d e  a s s i s t a n c e  t o  t h e  unei iDloyed,  w : t i ­
t h e  n o t a b l e  e x c e p t i o n  o f  W i s c o n s i n ,  which l e g i s l a t e d  a c o mp r e h e n s i v e  UI law i n  1934.  
The m a j o r  o b s t a c l e  t o  e n a c t me n t  of  UI l aws a t  t h e  s t a t e  l e v e l  was d i r e c t l y  r e l a t e d  
t o  t a x e s -  S p e c i f i c a l l y ,  i t  was f e l t  t h a t  a new t a x  bu r d e n  on e mp l oye r s  would h a v e  a 
d e t r i m e n t a l  e f f e c t  on i n t e r s t a t e  c o m p e t i t i o n .  Co n g r e s s  e l i m i n a t e d  t h i s  o b s t a c l e  by 
p a s s i n g  ( a s  p a r t  of  t h e  S o c i a l  S e c u r i t y  Ac t )  T i t l e  IX,  which l e v i e d  a u n i f o r m  t a x  on 
a l l  empl oyees  i n  t h e  c o u n t r y .  T i t l e  IX a l l owe d  e mp l o y e r s  a 90 p e r c e n t  c r e d i t  a g a i n s t  
t h e  t ax  i f  t he y  c o n t r i b u t e d  t o  an a pp r o v e d  s t a t e  UI p r ogram.  The r e m a i n i n g  t e n  
p e r c e n t  o f  t h e  t a x  a s s e s s m e n t  was r e t u r n e d  t o  t h e  s t a t e s  i n  t h e  form o f  a d m i n i s t r a ­
t i v e  g r a n t s .  These  f i n a n c i a l  i n c e n t i v e s  i n  T i t l e  IX p l u s  t h e  d e e p e n i n a  c r i s i s  o f  
i h e  1 9 3 0 ' s  d e p r e s s i o n  s t r o n g l y  e n c o u r a g e d  e n a c t me n t  o f  s t a t e  UI laws ana a l l  s t a t e s  
had unemployment  i n s u r a n c e  p r ograms  in  o p e r a t i o n  by 1937.  P r o v i s i o n s  o f  T i c l e  IX 
were  removed f rom tK.i S o c i a l  S e c u r i t y  Act  and were  p l a c e d  i n  t h e  I n t e r n a l  Revenue 
Code by t h e  Fe d e r a l  Unemployment  Tax Act  o f  1939 (FUTA).



O r i g i n a l  p r o p o n e n t s  o f  t h e  S o c i a l  S e c u r i t y  Ac t  v i g o r o u s l y  d e b a t e d  t h e  t y p e  o f  UI 
p r og r a m  t o  be recommended— a w h o l l y  f e d e r a l  s y s t e m  o r  a f e d e r a l / s t a t e  p l a n .  Argu­
me n t s  f o r  a n a t i o n a l  s y s t e m  i n c l u d e d ,  among o t h e r s ,  t h a t  a n a t i o n a l  s y s t e m  woul - 
p r o v i d e  u n i f o r m  p r o t e c t i o n  f rom t h e  r i s k s  o f  unempl oyment ,  p r o t e c t  t h e  i n t e r e s t s  o f  
m u l t i - s t a t e  e mp l o y e r s  and w o r k e r s ,  p r o v i d e  f o r  a n a t i o n a l  p o o l i n g  o f  r e s e r v e s ,  and 
s t r e a m l i n e  r e p o r t i n g  r e q u i r e m e n t s  and  t h e  payment  o f  t a x e s .  Th o s e  who f a v o r e d  a 
f e d e r a l / s t a t e  p r ogram a r g u e d  t h a t  a n a t i o n a l  s y s t e m  woul d  be cumbersome t o  o p e r a t e ,  
t h a t  c e n t r a l i z a t i o n  would  t e n d  t o  p a r a l y z e  a c t i o n ,  t h a t  c o n t r o v e r s i a l  i s s u e s  would 
no t  r e c e i v e  p r o p e r  d e b a t e  and d i s c u s s i o n  by t h e  s t a t e s ,  and t h a t  a f e d e r a l / s t a t e  
s y s t e m  would a l l o w  s t a t e s  t o  t a i l o r  t h e  p r ogram t o  f i t  t h e i r  n e e d s  and woul d  a l l o w  
wi de  l a t i t u d e  f o r  e x p e r i m e n t a t i o n  by t h e  s t a t e s  and so  a i d  i n  p r o d u c i n g  a b e t t e r  
s y s t e m . 1/  The f e d e r a l / s t a t e  p l a n  was t h e  one  t h a t  f i n a l l y  e m t r g e d .

The i s s u e s  o f  c o n f o r m i t y  ha ve  e x i s t e d  s i n c e  t h e  v e r y  s t a r t  o f  t h e  unempl oyment  i n ­
s u r a n c e  p r o g r a m.  The S o c i a l  S e c u r i t y  Act  c o n t a i n e d  s e v e r a l  p r o v i s i o n s  t h a t  t h e  
s t a t e s  wer e  t o  comply w i t h .  T i t l e s  I I I  and IX o f  t h e  Act  r e q u i r e d  s t a t e  UI l aws  t o  
i n c l u d e  t h e  f o l l o w i n g  m a j o r  p r o v i s i o n s :  (1)  payment  o f  UI b e n e f i t s  s o l e l y  t h r o u g h
p u b l i c  employment  o f f i c e s  o r  o c h e r  a pp r o v e d  a g e n c i e s ,  ( 2 )  o p p o r t u n i t y  f o r  a f a i r  
h e a r i n g  on d e n i e d  c l a i m s ,  (3)  payment  o f  a l l  t a x  monies  c o l l e c t e d  t o  t h e  U . S .  T r e a s ­
u r y  (Unemployment  T r u s t  F u n d ) ,  ( 4 )  e x p e n d i t u r e  o f  a l l  money r e q u i s i t i o n e d  f rom t h e  
T r u s t  Fund f o r  UI b e n e f i t s  o n l y ,  (5)  no b e n e f i t s  t c  be p a i d  u n t i l  two y e a r s  a f t e r  
commencement  o f  t a x  c o l l e c t i o n s ,  and ( 6 )  s e v e r a l  p r o v i s i o n s  p r o t e c t i n g  c o n d i t i o n s  o f  
work a c c e p t a n c e  by c l a i m a n t s .  O t h e r  p r o v i s i o n s  r e f e r  t o  a d m i n i s t r a t i v e  and r e p o r t i n g  
r e q u i r e m e n t s .  To e n f o r c e  s t a t e  c o n f o r m i t y  t o  t h e s e  p r o v i s i o n s ,  t h e  S o c i a l  S e c u r i t y  
Ac t  a l l o w s  f o r  t h e  d e n i a l  o* a l l  e mp l o y e r  t a x  c r e d i t s  and t h e  s u s p e n s i o n  o f  s t a t e  
a d m i n i s t r a t i v e  g r a n t s .  On numerous  o c c a s i o n s  s i n c e  t h e  i n c e p t i o n  o f  unempl oyment  
i n s u r a n c e ,  Co n g r e s s  ha s  p a s s e d  amendments  t o  t h e  Act  n e c e s s i t a t i n g  c o n f o r m i n g  l e g i s ­
l a t i o n  a t  t h e  s t a t e  l e v e l .  A m a j o r  example  has  be e n  amendments  t h a t  ha ve  e x t e n s i v e l y  
i n c r e a s e d  UI c o v e r a g e  t o  such  w o r k e r  g r o u p s  as  s t a t e  and l o c a l  gove r nme n t  emp l oye es  
and e mpl oye es  o f  n o n - p r o f i t  i n s t i t u t e s .

More r e c e n t  c o n f o r m i t y  i s s u e s  have  i n c l u d e d  p e n s i o n  o f f s e t  p r o v i s i o n s  ( P . L .  9 6 - 3 6 4 )  
and p r o v i s i o n s  o f  t h e  1980 Omnibus R e c o n c i l i a t i o n  Act  ( P . L .  9 6 - 4 9 9 ) .  The p e n s i o n  
o f f s e t  p r o v i s i o n  r e q u i r e s  a r e d u c t i o n  o f  a c l a i m a n t ' s  we e k l y  b e n e f i t  by t h e  amount  
o f  any p e n s i o n  ( a t t r i b u t a b l e  t o  a b a s e  p e r i o d  e mp l o y e r )  r e c e i v e d  by t h e  c l a i m a n t ,  
The R e c o n c i l i a t i o n  Act  r e q u i r e s  c o n f o r m i n g  s t a t e  l e g i s l a t i o n  t o  deny  t h e  payment  o f  
e x t e n d e d  b e n e f i t s  f o r  v o l u n t a r y  q u i t s  and d i s c h a r g e s  f o r  m i s c o n d u c t  r e g a r d l e s s  of  
a p p l i c a b l e  s t a t e  l aw f o r  r e g u l a r  b e n e f i t s  ( i . e . ,  i f  s t a t e  l aw r e i n s t a t e s  b e n e f i t  
e n t i t l e m e n t  f o r  r e g u l a r  b e n e f i t s  a f t e r  a p e n a l t y  p e r i o d ,  t h e  e n t i t l e m e n t  would  be 
c a n c e l l e d  f o r  e x t e n d e d  b e n e f i t s ) .  F a i l u r e  t o  a c c e p t  s u i t a b l e  work ( a s  d e f i n e d  by 
f e d e r a l  l aw)  o r  f a i l u r e  t o  s e e k  work a l s o  r e s u l t s  i n  d e n i a l  ' f  j / t e n d e d  b e n e f i t s .

Even f u r t h e r  e n c r o a c h me n t  by t h e  f e d e r a l  gove r nme n t  w i l l  o c c u r  i f  r e c e n t  p r o p o s a l s  
o f  t h e  Reagan A d m i n i s t r a t i o n  a r e  a d o p t e d .  These  i n c l u d e  (1)  c h a n g e s  i n  t h e  e x t e n d e d  
b e n e f i t s  p r og ram t c  e l i m i n a t e  t h e  n a t i o n a l  t r i g g e r  and t o  r e v i s e  t h e  me t hods  o f  
c a l c u l a t i n g  s t a t e  t r i g g e r s  ( b o t h  o f  which d e t e r m i n e  when e x t e n d e d  b e n e f i t s  a r e  t o  be 
p a i d ) ;  (2)  r e q u i r e m e n t s  t h a t  unemployed w o r k e r s  who ha ve  c o l l e c t e d  13 weeks  o f  s t a t e  
UI a c c e p t  any j o b  t h a t  me e t s  minimum wage and s a f e t y  s t a n d a r d s  i f  t h e  wages  a r e  
e qua l  t o  o r  g r e a t e r  t h a n  t h e i r  UI b e n e f i t s ;  and ( 3 )  e l i m i n a t e  UI f o r  t h o s e  who l e a v e  
t h e  m i l i t a r y  v o l u n t a r i l y .

The r i s i n g  s p e c t r e  o f  f e d e r a l i s m  i n  unemployment  i n s u r a n c e  has  c a u s e d  c o n c e r n  i n

1 /  W i l l i a m  Ha be r  and Me r r i l  G. Mur r ay ,  Unemployment  I n s u r a n c e  i n  t h e  Amer i c a n  Economy,  
R i c h a r d  D. I r w i n ,  I n c .  1966.



A l a s k a  and many o t h e r  s t a t e s .  In  mos t  c o n f o r m i t y  i s s u e s ,  t h e  s t a t e s  ha ve  g r u d g i n g l y
c o m p l i e d  w i t h  f e d e r a l  ' , i s l a t i o n  b e c a u s e  t h e y  f e a r  t o  l o s e  t a x  c r e d i t s  f o r  t h e i r
e mp l o y e r s  and a d m i n i s t r a t i v e  g r a n t s  f o r  t h e i r  p r o g r a m s .  The mer e  t h r e a t  o f  s a n c t i o n s  
h a s  k e p t  s t a t e s  i n  l i r  and t h e  s a n c t i o n s  have  n e v e r  been f u l l y  a p p l i e d .  A s p e c i f i c  
i n s t a n c e  wh e r e  Al a s ka  has  run h e a d l o n g  a g a i n s t  t h e  f e d e r a l  gove r nme n t  has  b e e n  on 
t h e  i s s u e  o f  i n t e r s t a t e  b e n e f i t s .  I n  1955 and a g a i n  1960 A l a s k a  r e d u c e d  t h e  maximum 
we e k l y  b e n e f i t  amount  t o  o u l - o f - s t a t e  c l a i m a n t s  i n  o r d e r  t o  c u r t a i l  t h e  amount  o f  UI 
d o l l a r s  l e a v i n g  t h e  s t a t e . *  The s t a t e  was r e q u i r e d  t o  r e t r e a t  f rom t h i s  p o s i t i o n  i n  
1972 when C o n g r e s s  d e c i d e d  t h e  p r a c t i c e  was d i s c r i m i n a t o r y  t o  t h e  r i g h t s  o f  w o r k e r s  
t o  move f rom s t a t e  t o  s t a t e  s e e k i n g  empl oymen t .  T h i s  i n t e r s t a t e  q u e s t i o n  ha s  become
a p o i n t  o f  c o n c e r n  i n  r e c e n t  y e a r s  a s  A l a s k a  h a s  s e e n  o n e - t h i r d  o f  a l l  i t s  UI d o l l a r s
p o u r i n g  o u t  o f  t h e  s t a t e ,  a i d i n g  t h e  e c onomi e s  o f  o t h e r  s t a t e s  i n s t e a d  o f  o u r  own.  
An even  l a r g e r  p r o b l e m looms i n  t h e  f u t u r e  amid t a l k  o f  f e d e r a l  b e n e f i t  s t a n d a r d s  
r e q u i r i n g  a maximum b e n e f i t  e qua l  t o  2 / 3  o f  a s t a t e ' s  a v e r a g e  we e k l y  wages .  A l a s k a  
t r a d i t i o n a l l y  pays  more b e n e f i t s  p e r  d o l l a r  o f  t o t a l  wages  t h a n  any  o t h e r  s t a t e .  
T h i s  s t a n d a r d  would  p u t  e mp l o y e r  c o s t s  t h r o u g h  t h e  c e i l i n g  and c o u l d  p o s s i b l y  d r a i n  
t h e  s t a t e ' s  t r u s t  f u n d .

P o t e n t i a l  s o l u t i o n s  t o  t h e  p a r t n e r s h i p  p r o b l e m a r e  v a r i e d  and c ompl e x .  Many p e o p l e  
o v e r  t h e  y e a r s  ha ve  a d v o c a t e d  c o m p l e t e  f e d e r a l i z a t i o n  o f  unemployment  i n s u r a n c e .  
Most  s t a t e s ,  h o w e v e r ,  t a k e  a dim vi ew o f  t h i s  t y p e  o f  e n c r o a c h me n t  on t h e i r  r i g h t s .  
A n o t h e r  c o u r s e  would  be t o  m a i n t a i n  t h e  p r e s e n t  s y s t e m  w i t h  some s o r t  o f  s y s t e m a t i c  
c o u r t  r e v i e w  o f  c o n f o r m i t y  s a n c t i o n s . 2 /  The mos t  e x t r e m e  s o l u t i o n  woul d  be f o r  a 
s t a t e  t o  p e r m a n e n t l y  r e f u s e  t o  comply w i t h  f e d e r a l  l e g i s l a t i o n .

The r e m a i n d e r  o f  t h i s  p a p e r  d i s c u s s e s  r a m i f i c a t i o n s  i f  A l a s k a  c h o o s e s  t o  remove 
i t s e l f  f rom t h e  f e d e r a l / s t a t e  s y s t e m .  The m o s t  d i r e c t  e f f e c t  woul d  be m o n e t a r y .  
Shown be l ow a r e  c o s t  e s t i m a t e s  f o r  A l a s k a ' s  UI pr ogram i n  1982 c ompa r i ng  an o u t  o f  
c o n f o r m i t y  s i t u a t i o n  w i t h  a c o n f o r m i n g  o n e .

E s t i m a t e  C o s t s  f o r  1982

In C o n f o r m i t y Out  o f  C o n f o r mi t y

S t a t e  Taxes $ 6 3 . 6  mi l  l i o n $6 3 . 6  mil  l i o n

FUTA Taxes 7 . 0  m i l l i o n  , 3 4 . 0  m i l l i o

UI A d m i n i s t r a t i o n F e d e r a l  G r a n t s  
(From F TA Ta xe s )

11 .5  m i l l i o n

ES A d m i n i s t r a t i o n F e d e r a l  G r a n t s  
(From FUTA Tuxes )

7 . 9  m i l l i o n

E x t e n d e d  B e n e f i t s  
(50% F e d e r a l )

F e d e r a l  Re i mbur s e me n t s  
(From FUTA Ta x e s )

4 . 5  mil  l i o n

TOTAL $ / 0 . 6  m i l l i o n $1 2 1 . 5  mi 11 ion

*Ch. 5 ,  ESLA 1955 and Ch.  60 ,  SLA 1960.  

2 /  I b i d .



The c o m p a r i s o n  shows t h a t  o p e r a t i n g  t h e  c u r r e n t  p r ogr a m w h i l e  f a i l i n g  t o  c onf o r m t o  
f e d e r a l  r e q u i r e m e n t s  would r e s u l t  i n  a d d i t i o n a l  c o s t s  o f  $ 5 0 . 9  m i l l i o n .  Most  o f  t h e  
c o s t  ($27 m i l l i o n )  would  be l e v i e d  on e mp l o y e r s  as  a r e s u l t  o f  l o s t  FUTA t a x  c r e d i t s .  
Empl oye r s  m i g h t  a l s o  be e x p e c t e d  t o  pay  a d m i n i s t r a t i v e  c o s t s  as  w e l l  a s  f u n d i n g  f u l l  
b e n e f i t  o u t l a y s .  I f  t h a t  w e r e  t h e  c a s e ,  e m p l o y e r  c o s t s  would  i n c r e a s e  by a p p r o x i ­
m a t e l y  s e v e n t y  p e r c e n t .  T h i s  b u r d e n  c o u l d  be r e d u c e d  i f  empl oyee  c o n t r i b u t i o n s  were  
i n c r e a s e d  a n d / o r  t h e  s t a t e  a b s o r b e d  a d m i n i s t r a t i v e  c o s t s .

One m a j o r  q u e s t i o n  o f  t h e  c o n f o r m i t y  i s s u e  c o n c e r n s  f e d e r a l  r e s p o n s i b i l i t y  i f  e mpl oy­
e r s  o p t  t o  pay t h e  f u l l  FUTA t a x .  The s y s t e m  was d e s i g n e d  t o  pay b e n e f i t s  equa l  t o  
2 . 7  p e r c e n t  o f  t a x a b l e  w a g e s .  Of  t h e  t h r e e  p e r c e n t  FUTA t a x ,  t h i s  2 . 7  p e r r e n t  was 
t o  be d r o p p e d  i f  e mp l oy e r s  c o n t r i b u t e d  t o  t h e  b e n e f i t  f und  o f  an a pp r o v e d  s t a t e  
p r og r a m.  The i m p l i c a t i o n  i s  c l e a r l y  t h a t  t h e  2 . 7  p e r c e n t  was t o  be u s e d  f o r  p a y i n g  
b e n e f i t s .  F u r t h e r ,  i f  e mp l o y e r s  o p t  t o  pay t h e  f u l l  FUTA t a x ,  t h e  i m p l i c a t i o n  i s  
t h a t  no s t a t e  t a x e s  would  be n e c e s s a r y  b e c a u s e  t h e  f e d e r a l  p a r t n e r  s h o u l d  be r e s p o n ­
s i b l e  f o r  b e n e f i t s .

The s y s t e m  was n o t - - a t  l e a s t ,  s h o u l d  not  have  b e e n — d e s i g n e d  t o  c o e r c e  s t a t e s  i n t o  
s e t t i n g  up t h e i r  own unemployment  i n s u r a n c e  p r o g r a m s .  S i n c e  c o s t s  would be t h r e e  
p e r c e n t  o f  t a x a b l e  wages  u n d e r  a s t a t e  o r  f e d e r a l  s y s t e m ,  s t a t e s  would o b v i o u s l y  
f i n d  i t  a t t r a c t i v e  t o  d e s i g n  s y s t e m s  t o  f i t  t h e i r  own s o c i a l  and e conomi c  c o n d i t i o n s  
r a t h e r  t h a n  a c c e p t  s t a n d a r d s  d e t e i m i n e d  i n  W a s h i n g t o n .  T h i s  " l o g i c a l  i n t e r p r e t a t i o n "  
doe s  n o t  c o i n c i d e  w i t h  t h e  " l e g a l  i n t e r p r e t a t i o n . "  A c c o r d i n g  t o  an u n o f f i c i a l  o p i n i o n  
o f  t h e  S o l i c i t o r  G e n e r a l ,  t h e  f e d e r a l  gove r nme n t  has  no power  t o  imp! iment  an unem­
p l oyme n t  i n s u r a n c e  p r og r a m i n  any s t a t e .  I n  o t h e r  w o r d s ,  t h e  s y s t e m  was d e s i g n e d  t o  
f o r c e  s t a t e s  t o  i mp l eme n t  unemployment  i n s u r a n c e  p r ogr a ms  v i a  making them Day f o r  
one  w h e t h e r  t h e y  ha ve  one  o r  n o t .

F a i l u r e  t o  m a i n t a i n  an a pp r o v e d  p r og r a m woul d  r e s u l t  i n  t h e  2 . 7  p e r c e n t  " c r e d i t "  
f l o w i n g  i n t o  t h e  f e d e r a l  a d m i n i s t r a t i v e  a c c o u n t  r a t h e r  t h a n  a b e n e f i t  a c c o u n t ,  w i t h  
t h e  s t a t e  r e c e i v i n g  no f u n r s  i n  r e t u r n .  No s t a t e  has  i n f o r me d  t h e  f e d e r a l  p a r t n e r  
t h a t  i t  i n t e n d s  t o  d r o p  i t s  own p r og r a m i n  f a v o r  o f  f e d e r  l i z a t i o n  and so t h e  p o s i t i o n  
r e ma i n s  u n c h a l l e n g e d .  I t  i s  c o n c e i v a b l e  t h a t  t h e  " ba c k  d o o r "  f e d e r a l i z a t i o n  now i n  
p r o g r e s s  w i l l  change  t h i s  s i t u a t i o n  i n  t h e  f u t u r e .  The i s s u e  i s  n o t  a s i m p l e  one 
and r a i s e s  a h o s t  o f  q u e s t i o n s  a b o u t  t h e  f e d e r a l  / s t a t e  r e l a t i o n s h i p .  Some a l t e r n a ­
t i v e  r e l a t i o n s h i p s  t h a t  m i g h t  be c o n s i d e r e d  f o r  t h e  o p e r a t i o n  o f  an unemployment  
i n s u r a n c e  p r ogr a m i n  A l a s k a  a r e  d i s c u s s e d  be l ow.

The d i s c u s s i o n  c e n t e r s  on e s t i m a t e s  o f  t h e  a v e r a g e  e mp l o y e r  r ^ t  p e r  w o r k e r  ( w i t h  
annual  e a r n i n g s  a t  o r  above  t h e  t a x a b l e  wage b a s e  o f  $13,. '  ft and i n c l u d e s  t h e  
c u r r e n t  s y s t e m  f o r  c o m p a r i s o n  p u r p o s e s .



CURRENT SYSTEM

FUTA Tax = $ 42
(0.7% o f  f i r s t  $ 6 , 0 0 0 ) t

S t a t e  Tax = 439
(3.3% o f  f i r s t  $ 1 3 , 3 0 0 ) ____________

TOTAL TAX = $481

One ( u n t e s t e d )  a l t e r n a t i v e  i s  t o  d r o p  t h e  s t a t e  s y s t e m  i n  f a v o r  o f  a f e d e r a l  p r o ­
gram f u n d e d  f rom t h e  maximum FUTA t a x .  Employe r s  would t h e n  pay t h e  f u l l  FUTA t a x  
o f  $204 p e r  empl oyee  and a l l  p r og r a m p r o v i s i o n s  would  be d e t e r m i n e d  i n  Wa s h i n g t o n .

FEDERAL SYSTEM

FUTA Tax = $204
(3.4% of  f i r s t  $ 6 , 0 0 0 ) t

TOTAL TAX = $204

■h s econd  a l t e r n a t i v e  woul d  s u p p l e m e n t  a f e d e r a l  s y s t e m  w i t h  a s e p a r a t e  s t a t e  s y s t e m .  
C o s t s  would be d e p e n d e n t  on t h e  l e v e l  o f  b e n e f i t s  t h e  s t a t e  w i s h e s  t o  p r o v i d e .  The 
s t a t e  s y s t e m  would a l s o  r e q u i r e  a d m i n i s t r a t i v e  f u n d s  o f  a p p r o x i m a t e l y  $19 m i l l i o n .

An i n d e p e n d e n t  s t a t e  p r ogram i s  a t h i r d  a l t e r n a t i v e .  The c o s t  f i g u r e s  be low assume 
t h a t  t h e  f u l l  FUTA t a x  i s  p a i d  and t h a t  t h e  s t a t e  r e c e i v e s  no f u n d s  i n  r e t u r n .  
O b v i o u s l y  t h e  combined c o s t  o f  r u n n i n g  a s t a t e  s y s t e m  and p a y i n g  p e n a l t y  FUTA t a x e s  
c o u l d  e x c e e d  t h e  c a p a b i l i t i e s  o f  many e mp l o y e r s  to. p a y .  Seme form o f  s t a t e  
a s s i s t a n c e  may be n e c e s s a r y  ( e s p e c i a l l y  i n  l i g h t  o f  e x p e c t e d  i n c r e a s e s  i n  t h e  
t a x a b l e  wage b a s e  f o r  FUTA whi ch  w i l l  p r o b a b l v  become e f f e c t i v e  i n  1983 o r  1 9 8 4 ) .  
The mos t  p l a u s i b l e  f o rms  o f  s t a t e  r e s i s t a n c e  a r e  a s s u m p t i o n  o f  t h e  l i a b i l i t y  f o r  
FUTA t a x e s ,  a n d / o r  a d m i n i s t r a t i v e  c o s t :  and s t a t e  s u p p o r t  o f  b e n e f i t s  t h r o u g h  
a p p r o p r i a t i o n s  t o  t h e  UI T r u s t  Fund.

INDEPENDENT STATE SYSTEM

S t a t e  Tax = $439
(3.3% o f  f i r s t  $ 1 3 , 3 0 0 )
FUTA Tax $204
(3.4% o f  f i r s t  $ 6 , 0 0 0 )
A d m i n i s t r a t i v e  Co s t s $120

TOTAL TAX $703

T h e r e  a r e  a number  o f  a r e a s  where  Al a s ka  c o u l d  e f f e c t  some c o s t  s a v i n g s  i f  t h e  
s t a t e  w e r e  r u n n i n g  an i n d e p e n d e n t  UI p r ogram.  Some c o s t  s a v i n g  a r e a s  and 
a p p r o x i m a t e  d o l l a r  amount s  a r e  l i s t e d  b e W :

iThe FUTA t a x  i s  s e t  a t  3 . 0  p e r c e n t  o f  t h e  f i r s t  $ 6 , 0 0 0  o f  each  e mpl oyees  wages .
The r a t e  was t e m p o r a r i l y  i n c r e a s e d  t o  3.4% t o  r e d u c e  t h e  n a t i o n a l  d e b t  i n  t h e  FUTA
a c c o u n t .  I f  a s t a t e ' s  UI l aw i s  i n  c o n f o r m i t y  w i t h  f e d e r a l  l aw,  t h e n  e mp l oye r s
r e c e i v e  a 90 p e r c e n t  c r e d i t  on t h e i r  FUTA t a x e s  and pay in  e f f e c t  0 . 7  p e r c e n t  (10%
of  3.0% * 0 . 3  + 0. .4 added t a x  -  0 . 7 % ) .



D i s c u s s i o n  o f  o p t i n g  o u t  i s  o f t e n  t h e  r e s u l t  o f  f r u s t r a t i o n  w i t h  t h e  e x p a n d i n g  r o l e  
o f  t h e  f e d e r a l  p a r t n e r  and o f  a r e a l i z a t i o n  t h a t  t h i s  e x p a n s i o n  c a n n o t  be s u c c e s s ­
f u l l y  c o u n t e r e d  by p i ec e me a l  r e s i s t a n c e  t o  i n d i v i d u a l  i n t r u s i o n s  on s t a t e  p r e r o g a ­
t i v e s .

B e f o r e  t a k i n g  a r a d i c a l  s t e p ,  a l t e r n a t i v e s  s h o u l d  be c o . j i d e r e d .  The l e v e l  o f  i n t e r ­
f e r e n c e  by t h e  f e d e r a l  p a r t n e r  ha s  i n c r e a s e d  s u b s t a n t i a l l y  s i n c e  t h e  unemployment  
i n s u r a n c e  t r u s t  f u n d s  were  p l a c e d  i n  t h e  f e d e r a l  u n i f i e d  b u d g e t  i n  1969 .  In  a t t e m p t s  
t o  r e d u c e  b u d g e t  d e f i c i t s ,  C o n g r e s s  has  e n a c t e d  s e v e r a l  c h a n g e s  t o  t h e  UI s y s t e m .  
A l t h o u g h  t h e  c ha n g e s  may have  be e n  p r op o s e d  p r i m a r i l y  f o r  t h e i r  b u d g e t a r y  e f f e c t ,  
t h e y  have  had  p r o f o u n d  i mpa c t  on t h e  pr ogram and on t h e  n a t u r e  o f  t h e  f e d e r a l / s t a t e  
c o o p e r a t i v e  a r r a n g e m e n t .  The key t o  a r e t u r n  t o  t r u e  p a r t n e r s h i p  may l i e  i n  removal  
o f  s t a t e  t r u s t  f u n d s  f rom t h e  f e d e r a l  u n i f i e d  b u d g e t .  A l l e v i a t i n g  b u d g e t a r y  p r e s s u r e  
may a c c o m p l i s h  many o f  t h e  d e s i r a b l e  g o a l s  o f  o p t i n g  o u t  w i t h o u t  some o f  t h e  n e g a t i v e  
a s p e c t s .  Tha t  i s ,  removal  o f  t h e  t r u s t  f u n d s  f rom t h e  b u d g e t  c o u l d  r e v e r s e  t h e  
t e n d e n c y  t o wa r d  f e d e r a l  i n t e r v e n t i o n  and would n o t  c a r r y  t h e  p o t e n t i a l  t o  d e s t r o y  
t h e  e x i s t i n g  f e d e r a l / s t a t e  p a r t n e r s h i p .
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B r i e f i n g  P a p e r :  CSSB50
Con f o r mi t y  Amendments t o  Unemployment  I n s u r a n c e  Law (AS 2 3 . 2 0 )

Apr i l  2 8 ,  1981

R e p l a c i n g  c u r r e n t ^ a w  w i t h  a b e n e f i t  s c h e d u l e  th-. . pays  no e x t e nde d  b e n e f i t s  bu t  pays  32 
weeks o f  r e g u l a r  b e n e f i t s  i s  e x p e c t e d  t o  c o s t  abou t  $16 m i l l i o n  in  1982.  C l a i m a n t s  would 
r e c e i v e  a p p r o x i m a t e l y  $6 m i l l i o n  o f  t h i s  a d d i t i o n a l  c o s t .  The c o s t  a n a l y s i s  i s  e a s i e r  
u n d e r s t o o d  i f  b r oken  i n t o  t h r e e  p a r t s .  These  a r e  e x p l a i n e d  i n  t h e  f o l l o w i n g  d i s c u s s i o n  
and summar i zed i n  t h e  t a b l e  be low.

E l i m i n a t i n g  v a r i a b l e  d u r a t i o n  and a d o p t i n g  a f i x e d  26 week d».> ; t i o n  would g i v e  an a d d i t i o n a l  
$12.1 m i l l i o n  t o  c l a i m a n t s .  N a t u r a l l y ,  e mp l oye r s  must  pay t h i s  c o s t ,  b u t  a d d i t i o n a l  
c o s t s  would be i n c u r r e d  when some c l a i m a n t s  s h i f t  f rom e x t e n d e d  b e n e f i t s  ( f o r  which t h e  
s t a t e  and f e d s  pays equa l  s h a r e s )  t o  r e g u l a r  weeks ( f o r  which t h e  s t a t e  pays  t h e  f u l l  
a moun t ) .  T h i s  c o s t  would be a p p r o x i m a t e l y  $2 . 7  m i l l i o n  i n  1982 and b r i n g s  empl oye r  c o s t s  t o  
$ 1 4 . 8  m i l l i o n .

In going f rom a 26 week program ( s t i l l  p a y i ng  EB) t o  t h e  32 week p r o p o s a l  w i t h  no EB, 
b e n e f i t  amounts  would be u n a f f e c t e d  b u t  c o n t r i b u t i o n s  would have  t o  be i n c r e a s e d  t o  c o v e r  
t h e  f e d e r a l  s h a r e  of  weeks 27 t h r o u g h  32 .  T h i s  amounts  t o  h a ' * o f  t h e  $ 8 . 2  m i l l i o n  p a y a b l e  
t o  t h a t  g r oup ,  o r  $4.1 m i l l i o n .  E l i m i n a t i o n  o f  weeks 33 t h r o u g h  39 would s a ve  t h e  t r u s t  
fund $3 m i l l i o n ,  b u t  c l a i m a n t s  would l o s e  $6 m i l l i o n  of  combined s t a t e  and f e d e r a l  f u n d s .

E f f e c t  o f  R e p l a c i n g  C u r r e n t  Law wi t h  a Program * _
Pay i ng  32 We^ks o f  R e g u l a r  B e n e f i t s  and No EB 

( E s t i m a t e s  f o r  1982)

E l i m i n a t i o n  o f  v a r i a b l e  d u r a t i o n  
Fe de r a l  s h a r e  of  weeks 27-32 
Nonpayment  of  weeks 33 - 3?

Employer
C o s t / ( S a v i n g s )

$14 . 3  mi 11 ion 
4 . 1

J M l _____________

Cl a i man t
G a i n / ( l o s s )

$12 .1  m i l l i o n  
0

J M ) ____________

TOTAL $16.9  m i l l i o n $ 6 . 1  mil  l i o n

In c o n s i d e r i n g  t h i s  p r o p o s a l ,  s e v e r a l  o t h e r  p o i n t s  s h o u l d  be d i s c u s s e d .  Some of  t h e s e  a r e
l i s t e d  be low.

1.  The work s e a r c h  and a c c e p t a n c e  r e q u i r e m e n t s  in CSSB50 a r e  f e d e r a l  c o n f o r m i t y  i s s u e s .  
A l a s ka  w i l l  be ou t  o f  c o n f o r m i t y  i f  we f a i l  t o  pa s s  a l l  o f  CSSB60, even i f  Al as ka  
a d o p t s  a 32 week program and does  not  pay e x t e n d e d  b e n e f i t s .  Whether  we a r e  ou t  of  
c o n f o r m i t y  by a l i t t l e  o r  a l o t  makes no d i f f e r e n c e  - -  t he  p e n a l t y  i s  t h e  same.  The 
i mpact  of  f a i l u r e  to conform i s  m a s s i v e  and was communicated i n  t he  l a t e s t  " I s s u e s  
and Commentary" .

2 .  The r e  a r e  t h r e e  v a r i a b l e s  which a f f e c t  b e n e f i t  o u t l a y s  i n  t h e  unemployment  i n s u r a n c e  
program - -  b e n e f i t  amount ,  d u r a t i o n  o f  b e n e f i t s ,  and e l i g i b l i 1i t y .  These  v a r i a b l e s  were 
b a l a n c e d  i n  t h e  law a d o p t e d  l a s t  y e a r  and a l t e r i n g  on l y  one  o f  t h e  t h r e e  w i l l  t h row t h e  
s ys t em ou t  o f  b a l a n c e .

3 .  I n t e r s t a t e  b e n e f i t s  would be p a y a b l e  f o r  32 weeks r a t h e r  t h a n  t h e  21 week a v e r a g e  
p a y a b l e  ( un d e r  t h e  r e v i s i o n s  i n c l u d e d  i n  CSSB50) t o  c l a i m a n t s  i n  s t a t e s  no t  t r i g g e r e d  
on to  t h e  ex t e nde d  b e n e f i t s  p r ogram.  T h i s  f a c t o r  i s  not  i n c l u d e d  i n  t h e  e s t i m a t e s
a bove ,  and would add a b o u t  $1 m i l l i o n  t o  c o s t s .

4 .  The 32 week p r oposa l  would r ed u c e  p o t e n t i a l  d u r a t i o n  f o r  t h e  42 p e r c e n t  o f  c l a i m a n t s
who p r e s e n t l y  q u a l i f y  f o r  more t h a n  32 weeks .

5 .  With d u r a t i o n  f i x e d  a t  32 weeks and no EB, p e o p l e  w i t h  s t r o n g  a t t a c h m e n t  to t h e
l a b o r  f o r c e  would g e t  7 weeks l e s s  e n t i t l e m e n t  t h a n  t oday  wh i l e  c l a i m a n t s  w i t h  ve r y  
weak a t t a c h m e n t  would g e t  8 weeks l o n g e r  d u r a t i o n  t h a n  t o d a y .  Some c l a i m a n t s  
c o u l d  be e n t i t l e d  t o  more t ha n  t h e y  e a r n e d :  e . g .  c l a i m a n t s  wi t h  e a r n i n g  o f  $1 , 000
would be e n t i t l e d  t o  ($34 x 32 =)  $ 1 , 08 8  i n s t e a d  of  $816 ($34 x 24)  a s  t o d a y .

6 .  Coupled w i t h  t h e  c u r r e n t  b e n e f i t  s c h e d u l e ,  f i x e d  d u r a t i o n  p r o v i d e s  a d i s i n c e n t i v e
t o  work,  p a r t i c u l a r l y  f o r  c l a i m a n t s  w i t h  weak a t t a c h m e n t  t o  t he  l a b o r  f o r c e .  T h i s  
i n c r e a s e s  t h e  p o t e n t i a l  f o r  abus e  and c a u s e s  a d d i t i o n a l  c o s t s  which a r e  h a r d  t o  mea s u r e  
and have  been o m i t t e d  f rom t h e  e s t i m a t e s .



Official Business

S'Sfyfp* ’ A'Alaska State Legislature
Senate

Judiciary Committee
Pouch V 

State Capitol 
Jur.„’iu, Alaska 99811

April 20, 1981

Mr. John Quinn 
Naval Security Group 
Adak, Alaska 99695

Dear John:

Thank you for your comments on CSS1» 50.

The bill was not referred to the Judiciary Committee before 
it passed the Senate. The bill is n o w  in the House Labor 
and Commerce Committee, chaired by Representative Hurlbert. 
I have taken the liberty of forwarding a copy of your re- 
markes to him for his information.

I appreciate your thoughts on the matter.

Sincerely,

Senator Patrick M. Rodey 
Chairman

cc: Representative Hurlbert, Chairman
House Labor & Commerce Committee
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Bill N o .  Senate Joint Resolution No. D a t e  April 20,
1 i l le  Relatino to exclusion of state ContdCt^uriy Knight

unemployment insurance trust 155-2700
funds from the federal unified 
hudqet.

      ---------------------

f

Funds used for unemployment comrxensation are generated by payroll taxes 
enacted by State Lenislatures. These funds can he used only to pay 
unemployment compensation in the state in which they were collected 
and are held in trust by the federal government and drawn as needed to 
l>3y benefits. Since 1950, these funds have been included in the unified 
budget. The "bottom line" impact of inclusion of state trust funds in 
the unified budget is that all unemployment compensation--including 
he nefits pai d com pie tely from dedicated s tate _funds- -a p pe a r as fe de ra 1 
outlays. This makes unemployment" insurance programs the target for 
bud get-ha la nci nq proposals such as taxation of benefits, pension off­
sets, removal of extended benefit claimants ‘row the computation of 
unemplnyment rates, and other cost-cutting proposals like those included 
in the Omnibus' Reconci 1 i ation Act of December 5, Id SO.

In addition to those set. out in the Resolution itself, there are a num’er 
of other reasons unemployment compensation trust funds should not be 
i nc 1 tided in the uni fi ed hud g? t , as fol 1 ows:

1. The majority of the federal payroll tax is not collected from 
employers, but is credited if employers participate in an approved 
state program and are subject to contribution rates set by the 
state.

2. The operations of the U.S. Treasury do not require that the accounts 
be included in the unified hud get-. The Treasury currently handles 
accounts for several "off-budget" agencies.

T. Rasic program decisions--level and duration of benefits, contribution 
median.sms, eligibility, and many administrative functions--are almost 
entirely in the ha mis of state legislators.

Policy calling for removal of funds has been adopted by the National 
Governors1 Association, the Interstate Conference of Fmployrent Security 
Agencies, the Federal Advisory Council on Unemployment Insurance, and 
the National Commission on Unemployrunt Compensation. These policy 
positions were adopted recently and the issue is not yet well-known in 
Congress. One way to speed consideration of this important issue is 
to ensure that states' Congressional delegations recognize the impact 
of inclusion of state unemployment trust funds in the unified budqet 
and are aware of the states' strong desire to remove the funds from the 
budget. The proposed resolution could Ik; used to convoy Alaska's 
sentiment on this issue to rational policy-makers.

Position: The Department of Labor supports the proposed resolution and
recomncnds immediate approval.

P O S I T I O N  PAPS£K/Deoartment of Labor



COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 50 
SECTION BY SECTION ANALYSIS

S e c t i o n  1: AS 2 3 . 2 0 . 3 6 2

T h i s  s e c t i o n  r e p e a l s  and r e - e n a c t s  AS 2 3 . 2 0 . 3 6 2  w i t h  t h e  f o l l o w i n g  c h a n g e s :

1) The p e n s i o n  d e d u c t i o n  p r o v i s i o n  r e q u i r e d  by Sec  3 3 0 4 ( a ) ( 1 5 ) ,  FUTA, i s  
amended t o  c on f o r m w i t h  P u b l i c  Law 96- 364 .  Under  t h i s  amendment ,  a 
p e n s i o n  woul d  be d e d u c t i b l e  f rom b e n e f i t s  o t h e r w i s e  due on l y  i f  t h e  
p e n s i o n  i s  p r o v i d e d  u n d e r  a p l a n  m a i n t a i n e d  o r  c o n t r i b u t e d  t o  by a b a s e  
p e r i o d  e m p l o y e r ,  and t h e  c l a i m a n t ' s  s e r v i c e  i n  h i s  b a s e  p e r i o d  i n c r e a s e d  
t h e  amount  o f ,  o r  a f f e c t e d  h i s  e l i g i b i l i t y  f o r ,  t h e  p e n s i o n  o r  o t h e r  
r e t i r e m e n t  pa y .  In a d d i t i o n ,  t h a t  p o r t i o n  o f  t h e  p e n s i o n  a t t r i b u t a b l e  t o  
t h e  c l a i m a n t ' s  own c o n t r i b u t i o n s  w i l l  n o t  be d e d u c t e d  f rom h i s  b e n e f i t  
amount .  P u b l i c  Law 9 6 - 364  d e e s  n o t  r e q u i r e  t h e s e  c h a n g e s  t o  s t a t e  pe n ­
s i o n  d e d u c t i o n  p r o v i s i o n s ;  r a t h e r ,  i t  a l l o w s  t he  s t a t e  t h i s  o p t i o n  o f  
l i b e r a l i z i n g  t h e  r e q u i r e d  p r o v i s i o n s .  However ,  t h e  c ha nges  a r e  e q u i t a b l e  
and wou l d  b e n e f i t  A l a s k a n  w o r k e r s .  For  e xa mp l e ,  t h e  p r e v i o u s  p r o v i s i o n  
r e q u i r e d  a 100% d e d u c t i o n  eve n  i f  p a r t  o r  a l l  o f  t h e  p e n s i o n  was b a s ed  on 
e mp l oye e  c o n t r i b u t i o n s .  T h i s ,  i n  e f f e c t ,  p e n a l i z e d  i n d i v i d u a l s  f o r  
s a v i n g  some o f  t h e i r  wages  by d e d u c t i n g  amount s  wh i c h  had a c t u a l l y  been  
e a r n e d  l o n g  b e f o r e  t h e  unempl oyment  i n s u r a n c e  c l a i m  was f i l e d .

2)  The p r o p o s e d  amendment  a l s o  d i s t i n g u i s h e s  b e t w e e r  p e n s i o n  payment s  and 
paymen t s  r e c e i v e d  f o r  d i s m i s s a l  p a y ,  a c c r u e d  v a c a t i o n  and s i c k  l e a v e ,  o r  
h o l i d a y s .  The p r e v i o u s  p r o v i s i o n  had t h e  e f f e c t  o f  p r o h i b i t i n g  d e d u c ­
t i o n s  f o r  d i s m i s s a l  p a y ,  v a c a t i o n  pa y ,  o r  h o l i d a y  pay u n l e s s  t h e  week 
beoaj i  i n  a p e r i o d  r o r  wh i c h  s uc h  payment  was made.  The p r o p o s e d  amend 
m e n t " p r o v i d e s  s i r . p l y  t h a t  any  s uc h  payment  a t t r i b u t a b l e  t o  a week w i l l  be 
d e d u c t e d  f rom b e n e f i t s  p a y a b l e  Tor  t h a t  week.  S i c k  l e a v e  has  been  added  
t o  t h e  l i s t  o f  d e d u c t i b l e  p a y m e n t s .  The r a t i o n a l e  Tor  d e d u c t i n g  v a c a t i o n  
p a y ,  h o l i d a y s ,  e t c . ,  a p p l i e s  t o  s i c k  l e a v e  as  w e l l .

S e c t i o n  2:  AS 2 3 . 2 0 . 3 7 5 ( b )

T h i s  s e c t i o n  r e p e a l s  and r e - e n a c t s  AS 2 3 . 2 0 . 3 7 5 ( b )  t o  r e q u i r e  a w a i t i n g  week 
on a l l  c l a i m s .  The c u r r e n t  p r o v i s i o n  wa i ve s  t he  w a i t i n g  week r e q u i r e m e n t  on 
t r a n s i t i o n a l  c l a i m s .  However ,  P u b l i c  Law 96 - 499  now r e q u i r e s  t h a t  any s t a t e  
wh i c h  p r o v i d e s  f o r  payment  " ( a t  any  t i m e  o r  u n d e r  any c i r c u m s t a n c e s )  o f  r e g u ­
l a r  c o m p e n s a t i o n  t o  an i n d i v i d u a l  f o r  h i s  f i r s t  week o f  o t h e r w i s e  c o mp e n s a b l e  
empl oyment "  w i l l  n o t  be r e i m b u r s e d  f o r  t h e  f e d e r a l  s h a r e  o f  t h e  f i r s t  week o f  
e x t e n d e d  b e n e f i t s  p a i d  i n  t h e  s t a t e .  Tn i s  r e q u i r e m e n t  i s  n o t  a s t a n d a r d  f o r  
c e r t i f i c a t i o n  o f  s t a t e  l aw s .  The r e q u i r e m e n t  mus t  be m e t ,  h o we v e r ,  i f  t h e  
s t a t e  i s  to r e c e i v e  t h e  50% r e i m b u r s e m e n t  o f  t h e  f e d e r a l  s h a r e  o f  t he  f i r s t  
week o f  e x t ° n d e d  b e n e f i t s .  T h i s  amendment  conf o r ms  t o  P u b l i c  Law 9 6 - 499 .

S e c t i o n  3: AS 2 3 . 2 0 . 3 9 0 ( b )

T h i s  s e c t i o n  makes b o t h  "good f a i t h "  and " h a r d s h i p "  a r e q u i r e m e n t  f o r  w a i v e r
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o f  o v e r p a y m e n t s .  The c u r r e n t  p r o v i s i o n  a l l o w s  an i n d i v i d u a l  who ha s  n o t  a c t e d  
i n  good f a i t h  t o  n e v e r t h e l e s s  be a b s o l v e d  f rom l i a b i l i t y  f o r  r epa ymen t  i f  he 
c a n  show t h a t  g r e a t  h a r d s h i p  would r e s u l t  f rom c h a r g i n g  him w i t h  r e p a y m e n t .

S e c t i o n  4:  AS 2 3 . 2 0 . 4 0 6

Thi s  s e c t i o n  amends AS 2 3 . 2 0 . 4 0 6  by a d d i n g  new e l i g i b i  r e q u i r e m e n t s  f o r  
r e c e i p t  o f  e x t e n d e d  b e n e f i t s .  These  r e q u i r e m e n t s  a r e  " o r m i t y  s t a n d a r d s  
e s t a b l i s h e d  ! y  P u b l i c  Law S6- 499  and  mus t  be i n c l u d e d  in  ^ s t a t e ' s  l aw f o r  
weeks  b e g i n n i n g  a f t e r  March 31 ,  1931,  i n  o r d e r  f o r  t h e  l a w  t o  ba c e r t i f i e d  by 
t h e  S e c r e t a r y  o f  Labor  on O c t o b e r  31,  1^81,  and t h e r e a f t e r .

The amendment s  r e q u i r e  t h e  f o l l o w i n g :

1) De n i a l  o f  e x t e n d e d  b e n e f i t s  t o  an i n d i v i d u a l  who has  been d i s q u a l i f i e d  
f o r  r e g u l a r  UI b e n e f i t s  f o r  v o l u n t a r y  q u i t ,  d i s c h a r g e  f o r  m i s c o n d u c t ,  o r  
j o b  r e f u s a l ,  u n l e s s  t h e  d i s q u a l i f i c a t i o n  was t e r m i n a t e d  by s u b s e q u e n t  
empl oyment .

2)  De n i a l  o f  e x t e n d e d  b e n e f i t s  t o  an  i n d i v i d u a l  who doe s  n o t  a c t i v e l y  s e e k ,  
a p p l y  f o r ,  o r  a c c e p t  s u i t a b 1e work when r e f e r r e d  t o  s uc h  work.  S u i t a b l e  
work i s  s p e c i f i c a l l y  d e f i n e d  in  t h e  p r o v i s i o n s .  The d i s q u a l i f i c a t i o n  can  
be t e r m i n a t e d  o n l y  t y  new empl oyment  o f  a t  l e a s t  f o u r  weeks and e a r n i n g s  
o f  f o u r  t i m e s  t h e  we e k l y  b e n e f i t  amount .

S e c t i o n  5:  AS 2 3 . 2 0 . 4 0 8

T h i s  s e c t i o n  amends  AS 2 3 . 2 0 . 4 0 8  t o  s p e c i f y  t h a t  o n l y  t h e  f i r s t  two weeks o f  
e x t e n d e d  b e n e f i t s  a r e  p a y a b l e  t o  an  i n d i v i d u a l  who f i l e s  on an i n t e r s t a t e  
b a s i s  f rom a s t a t e  i n  wh i c h  an  e x t e n d e d  b e n e f i t  p e r i o d  i s  n o t  in e f f e c t .  Th i s  
c ha nge  i s  r e q u i r e d ,  f o r  c e r t i f i c a t i o n  o f  a l l  s t a t e  l a w s ,  by P u b l i c  Law 9 6 - 364 .

T l r s  amendment  was r e q u e s t e d  by Al a s k a  and i n t r o d u c e d  by S e n a t o r  S t e v e n s .
Mouse J o i n t  R e s o l u t i o n  No. 69 p a s s e d  by A l a s k a ' s  L e g i s l a t u r e  l a s t  y e a r  s u p p o r t e d  
t h i s  c h a n g e .

The p r o v i s i o n s  o f  S e c t i o n s  1,  2 ,  4 ,  and 5 a r e  c o n f o r m i t y  i s s u e s  t o  comply w i t h  
f e d e r a l  l aw.
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