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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE
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REQUEST FISCAL DETAIL
Bill/Resolution No.: SB 525_______  Agency Affected: All______________
T i t le :  "An Act re lating to Program Category Affected: All

Unemployment insurance1'
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186.4 510.6 571.6 576.0 580.1

TOTAL OPERATING 186.4 510.6 571.6 576.0 sso.i

I CAPITAL
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FUNDING: (Thousands of Dollars)
GENERAL FUND 139.8 332.9 428.7 432.0 435.1
FEDERAL FUNDS 13.1 35.8 40.0 40.3 40.6
OTHER 33.5 91.9 102.9 103.7 104.4
TOTAL 186.4 510.6 ..... 571,6 576.0 580.1.

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :
Personal Service benefits would ircrease for a ll agencies based on the 
projected increase in unemployment insurance paid to ex-state employees 
and seasonal employees.
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BILL/RESOLUTION NO: SB 525
TITLE: "An Act re lating to Unemployment Insurance."
AGENCY AFFECTED: Department of Labor
Page 2

The following assumptions were made in preparing the forecasted costs:

1. State employment w il l  continue to increase through FY 1985. 
Thereafter, s tate employment w il l  level o ff with consolidation 
of administrative jobs and belt tightening being offset by jobs 
based on increased population.

2. There is  no wage increase for calendar year 1984. The wages 
through FY 1986 re f le c t  the recent agreement with APEA. A
5 percent yearly  increase continues throughout the remainder 
of the forecast period.

3. As provided in th is  b i l l ,  the maximum weekly benefit amount paid 
for unemployment insurance claims w il l  increase from $155 ti $198, 
e ffective  January 1, 1985.

As a re su lt ,  the State of Alaska would be required to pay more in its  personal 
service benefit costs for unemployment insurance. The total amount of-the 
increased costs (which would affect a ll Departments in the State) is  projected 
from past experience and a computerized modeling technique. The estimated 
increase in the average payment using th is  method is  14%. This increase would 
not occur immediately in FY '85, because claimants are paid for an entire year 
at the rates in effect when they f i r s t  claim benefits . The total effect of 
the increase would not be fe l t  until FY '87.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
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REQUEST
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T i t le :  "An Act re lating to

SB 525
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Agency Affected: Labor

Unemployment Insurance"
Sponsor: Senate Labor/Commerce
Requestor: Senate Labor/Commerce-
Date of Request: March 7, 198.

Program Category Affected: Social Services
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Employment Security , Unemployment 
Insurance

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 5.0
AOO SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 5.0 0 0 0 0

' CAPITAL 1

I REVENUE |

FUNDING: (Thousands of Doll ars)
GENERAL FUND

FEDERAL FUNDS 5.0
OTHER

TOTAL 0 5.0 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :
Federal funds w ill be requested to fund reprogramming of automated programs. 
[125 hours x $40 per hour.]

ANALYSIS: Attach a separate page for analysis
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Bil l  N o .  Senate Bill 525 D a t e March 12, 1984Title "An act relating to Unemployment Insurance; Contact: Eileen Plate 
and providing for an e ffective  date." 465-2700

Jack Shay 
465-2712

Sena:e B i l l  525 incorporates a number of housekeeping and conformity provisions and 
makes several technical changes to Alaska's unemployment insurance lav/. I t  also 
increases the maximum weekly unemployment insurance benefit amount.

Passage of SB 525 w il l  assure that Federal Unemployment Tax Act (FUTA) credits present­
ly available to Alaska employers are not jeopardized; and w il l  assure that federal 
grants to the Alaska Department of Labor for administration of the unemployment insur­
ance program are not withheld. Sections 8 and 11 of SB 525 are conformity items and
must pass for Alaska to remain in conformity with Federal Law. Sections 2 and 3 amend
employer unemployment insurance tax rates in line with recent Federal leg is la t ion . 
Without this le g is la t io n , FUTA taxes paid by Alaskan employers w il l  increase 
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount w il l  provide 
approximately two-thirds of the UI claimants with a 50 percent replacement of their 
average weekly wages. The benefit schedule was amended in 1980 to provide a 50 percent 
wage replacement to two-thirds of the claimants. Wage in fla t ion  since 1980 has eroded
this level of wage replacement to the extent that today only about 50 percent of the
claimants received the 50 percent wage replacement.

The Department of Labor supports passage of SB 525. A f is ca l note is  attached.

APPROVED

/ *

’■ Jim Robison 
Commissioner

P O S I T I O N  P A P E R / D e p a r t m e n t  of Labor



D E P A R T M E N T  O F  L A W
P O U C H  K - S T A T E  CAPITOL 
J U N E A U .  A L A S K A  99811 

OFFICE OF THE A TTORNEY G ENERA L P H O N E :  19071465-3600

Decembe r 5, 1983

M E M O R A N D U M

TO: H o n o r a b l e  Bill Sheffield
Governo r

FROM:
A t t o r n e y  General

RE: A t t a c h e d  bill on employment insurance
Our file: 377-043-84

A t t a c h e d  is a bill c ontaining changes to the u n e m p l o y­
ment insurance statutes in AS 23.20. The changes we re developed 
by the Department of Labor and for the most part are in response 
to changes and requirements of the federal statutes under w h i c h  
the department operates the unempl o y m e n t  insurance p r o g r a m  
Alaska.

The bill contains other,, "housekeeping" measures, i n­
cluding the p r o v i s i o n  for effective dates for certain* s e c t i o n s , 
again in order to conform to eff ective dates for federal r e­
quirements in the unemployment insurance program.

A  draft transmittal letter to the legislature, e x­
plaining the bill in more detail, is also attached. .

NCG:GIA:bap

cc w/enc.: H o n o rable James Robison
Commissioner 
Depart ment of Labor
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Under the authority of art. Ill, sec. 18, of the Alaska 

Constitution, I am transmitting a bill rel ating to u n e m­

ployme nt insurance. In large part this bill is a response 

to changes in federal requirements for the operation of 

A laska's Unemployment Insurance Program.

Section 1 of the bill involves the training and building 

fund created under AS 23.20.130. State law presently r e­

quires that any unobligated m o n e y  in excess of $100,000 in 

the fund must be transferred to the Unemployment Trust 

Fund on the last day of the fiscal year. Often the l e g i s­

lature does obligate that excess money, but just as often,
w

the bill accomplishing that action is not signed into law 

until after the end of the fiscal year. Therefore, b y  the 

time a bill is signed obligating  the money, it has t e c h n i­

cally already passed into the Unemploymen t Trust Fund. By 

provid ing a 30-day "grace period" following the last day 

of each fiscal year, this p r o b l e m  should not arise.

Sections 2 and 3 of this bill are in response to certain 

1982 amendments to the Federal Unemployment  T a x  Act 

(FUTA), effective January 1, 1985. Under the amended ver- ' 

sion of the FUTA, employers in the State of A la ska w i l l  

not receive a full credit for the contributions made to 

the state une mployment fund unless state law includes a 

m a x i m u m  tax rate of at least 5 percent, a tax rate w h i c h



c  c

must actually be as sessed aga inst at least one employer in 

the state. Sections 2 and 3 w i l l  create that standard 

rate and identify a class of employers which are assessed 

that rate, thus insuring that all employers in the State 

of A laska can receive the full credit for their c o n t r i b u­

tions to the state u n employme nt trust fund.

Section 4 of the b i l l  w i l l  amend AS 23.20.350(d) by i n­

creasin g the m a x i m u m  u n e mployme nt insurance benefit amount 

to $198 per week, not including an allowance for d e p e n­

dents. This increase wi ll provide approximately 

two-thirds of unemployment insurance claimants with a r e­

placement of at least 50 percent of their average w eekly
w

wages. These increases were developed in order to fight 

the impact of inflation and to more closely parallel s u g­

gested federal benefit a dequacy guidelines for wage r e­

placement.

Sections 5 and 6 of the bill rewrite AS 23.20.350(f), 

w h i c h  provides for an allowance for dependents in addition 

to a w e ekly u n e mployment  b e nefit amount. The amount of 

the allowance for dependents remains unchanged. The 

amendments contained in sec. 5 will permit the Department 

of Labor to administer the p r o g r a m  in a manner more likely 

to a ccomplish its purpose, i.e., to provide additional 

wage rep lacement income to claimants w i t h  dependents. The 

present lav; arti ficially and perhaps unrea sonably

- 2 -



c e
restricts certain claimants from obtai ning the benefits of 

the allowance for dependents.

The amendment will permit an allowance for dependents to 

be paid to a claimant h a v i n g  physical custody of a child 

or to a claimant who provides over 50 percent of support 

for the child. If two claimants qualify to c laim the a l­

lowance, it w i l l  be paid to the claimant who provides over 

50 percent of support. In addition, unlike under present 

law, a claimant need not claim the allowance for d e p e n­

dents w h e n  he or she first files a clai m for u n e m p l o y m e n t  

benefits. The bill does continue to prohibit the a l l o w­

ance for dependents from b ein g claimed by more than one 

individual.

Wendy Dimond v. Department of Labor, State of A l a s k a , 

1JU-83-341 Civil, is an appeal of an administra tive d e c i­

sion of the Employment Security Division's A p p e a l  T r i­

bunal. The litigation involves an interp r e t a t i o n  of 

AS 23.20.350(f). Sections 5 and 6 of the bill w o u l d  c o r­

rect some of the more serious legal questions about the 

s t a t u t e .

Section 7 of the bill will amend AS 23.20.362(c) by p e r­

mit t i n g  severance and termination pay to be d e d u c t i b l e  

. r o m  unemployment insurance benefits in „• same w a y  that 

otner wage replacement payments are presently deducted.

- 3 -
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Sections 8, 9, and 11 of the bill are responses to changes 

in federal lav? w h i c h  directly effect the administration of 

our unempl o y m e n t  insurance program. Section 8 extends the 

disqualificatio ns under AS 23.20.381(e) to all employees 

of educational institutions, employees of "educational 

service agencies" serving ed ucational institutions, and to 

those same employees for any e stablished vacation period 

or holiday recess. Section 9 modi fies the d i s q u a l i f i c a­

tion for failing to act iv e l y  seek w o r k  by exempting a 

claimant w ho is hospit a l i z e d  or serving on jury duty. 

Section 11 brings the state into conformity w i t h  federal 

law by repealing AS 2 3 . 2 0 . 5 2 6 ( a ) ( 2 2 ) ( D ) , w h i c h  the U.S. 

Departme nt of Labor interprets as a w aiver  of b e n e f i t
w

rights. A w a i v e r  of benefit rights is prohibited by sec. 

303(a)(1) of the Social Security Act: and AS 23.20.395.

Section 10 of the bill closes a "loophole" in the current 

unempl o y m e n t  insurance law by p rohi biting individuals on 

"R and R" from collecting unem pl o y m e n t  insurance benefits.

Hie Departme nt of Labor supports this bill. I urge your 

prompt action on it.

S i n c e r e l y ,

Bill Sheffield 
G overnor

- 4 -
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S 'e c t io n  1 . T h i s  i s  a "housekeeping" amendment wh i ch  would make a t e c h n i c a l  
change t o  t h e  t r a i n i n g  and b u i l d i n g  fund  p r o v i s i o n  so t h a t  u n o b l ig a te d  money 
in t h e  t r a i n i n g  and b u i l d i n g  fund co u ld  be h e ld  an a d d i t i o n a l  30 days p a s t  < 
t h e  end o f  t h e  f i s c a l  y e a r .  The law c u r r e n t l y  r e q u i r e s  t h a t  a n y 'u n o b l i g a t e d  
money o v e r  $100,000 in th e  t r a i n i n g  and b u i l d i n g  fund must lapse  to  t h e  u n e m - ' 
p loyment  . t r u s t  fund  on t h e  l a s t  day o f  t h e  f i s c a l  y e a r ;  T h i s  money i s  o b l i ­
ga ted  in  a p p r o p r i a t i o n s  b i l l s  p r i o r  to  t h e  end o f  t h e  f i s c a l  y e a r ,  but  t h e  
b i l l s  are  o f t e n  not  s igned  u n t i l  a f t e r  t h e  end o f  t h e  f i s c a l  y e a r .  ..The money 
i s  t h e r e f o r e  not  t e c h n i c a l l y  o b l i g a t e d  u n t i l  a f t e r  t h e  money has' a l r e a d y  
lapsed  back t o  t h e  unemployment t r u s t  f u n d .  The proposed  amendment s o l v e s  
t h i s  " a c co u n t in g "  problem by h o ld in g  th e  money in  t h e  t r a i n i n g  and b u i l d i n g  
fund  u n t i l  t h e  a p p r o p r i a t i o n  i s  s ig ned .  . . y-.. . .'.

S e c t i o n s  2 and 3 . The Tax E q u i t y  and F i s e a l  R e s p o n s i b i l i t y  A c t  o f  1982 ( P u b l i c  
Law 97-248) amended th e  Federa l  Unemployment Tax A c t  ( F U T A ) t o  i n c r e a s e  t h e '  .■ 
g ro s s _ FUTA t a x  on^employers from 3.5 p e r c e n t  t o  6.2  p e r c e n t .  I t  a lso  i n c r e a s e d  
t l i F ' a d d T t T o n a T ^ r e d i t  a ga in s t  t h e  FUTA ta x  f o r  c o n t r i b u t i o n s  to  a s t a t e  unem- v  
p loyment  fund  from 2.7 p e r c e n t  t o  5.4 p e r c e n t .  T h e se  amendments are e f f e c t i v e . f  
J anuary  1, 1985 .  Because  o f  the  language o f  t h e  FUTA, a l l  employers  in t h e  • 
s t a t e  ca n n o t  be guaranteed  the  f u l l  FUTA c r e d i t , o f  5.4 p e r c e n t  u n le s s  t h e  s t a t e  
law i n c l u d e s  a maximum ( s t a n d a r d )  s t a t e  tax  r a t e  o f  at l e a s t  5.4 p e r c e n t .  .

S e c t i o n  2 o f  t h e  b i l l  amends AS 23.20.170 t o  en a c t  a s tandard  r a t e  o f  5 .4  p e r ­
c e n t .  Ra te s  be low 5.4 p e r c e n t  would c o n t i n u e  to  be g ran ted  under AS 23 .20 .290 .

. *’ .. . i • • ’* * -• *■ \ . . * t i . . .

S e c t i o n  3 o f  t h e  b i l l  amends AS 23.20.290 by adding a 2 1 s t  r a t e  c l a s s  com pr i sed
o f  em ployers  w i th  th e  h i g h e s t  q u a r t e r l y  d e c l i n e  q u o t i e n t s  whose c u m u la t i v e  pay ­
r o l l  i s  .01 p e r c e n t  o f  th e  t o t a l  p a y ro l l  in th e  s t a t e .  T h i s  small  m i n o r i t y  
o f  em ployers  would r e c e i v e  a r a t e  not  l e s s  than 5 .4  p e r c e n t .  The FUTA r e q u i r e s  
t h a t  the  5 .4  p e r c e n t  r a t e  be a c t u a l l y  a s se s sed  a t l e a s t  one employer  in  t h e - ; 
s t a t e ,  in o r d e r  f o r  a l l  employers  in  the  s t a t e ' t o  be guaranteed  the  maximum.;.-, 
a d d i t i o n a l  FUTA c r e d i t  o f  5.4 p e r c e n t .  T h i s  amendment meets th e  r e q u i r e m e n t s - ;  
o f  t h e  FUTA w ith  t h e  l e a s t  d i s t o r t i o n  t o  th e  p r e s e n t  r a t e  s t r u c t u r e .  ■ >

S e c t i o n  4 . T h i s  s e c t i o n  amends t h e  b e n e f i t  s c h e d u l e  in AS 2 3 .2 0 .35 0 (d )  t o  pror  
v i d e  a maximum UI weekly  b e n e f i t  amount o f  $198, no t  c o u n t i n g  dependents  a l l o w ­
ance .  T h i s  i n c r e a s e  w i l l  p r o v id e  approx im ate ly  t w o - t h i r d s  o f  c l a im a n t s  w i th  
re p la ce m e n t  o f  50 p e r c e n t  o f  t h e i r  average weekly  wages. Federa l  b e n e f i t  ade­
quacy  g u i d e l i n e s  sugges t  t h a t  a s t a t e ' s  b e n e f i t  s chedu le ,  should  p r o v id e  50 
p e r c e n t  wage rep la cem en t  f o r  at l e a s t  80 p e r c e n t  o f  c l a i m a n t s .  'However ,  A laska  
l i b e r a l  e l i g i b i l i t y  p r o v i s i o n s  make a p p l i c a t i o n  o f  th e  f e d e r a l  g u i d e l i n e s  too  
c o s t l y .  The  b e n e f i t  s c h e d u le  was amended in  1980 t o  p r o v id e  a maximum weekly,  
b e n e f i t  o f  $150. T h i s  s ch e d u le  d id  r e p l a c e  50 p e r c e n t  o f  wages f o r  a p p ro x i -  
m a te l y  t w o - t h i r d s  o f  c l a i m a n t s ,  but wage i n f l a t i o n  s i n c e  1980 has s t e a d i l y  
eroded t h i s  l e v e l  o f  wage■rep la cem en t .  A l though  a small  i n c r e a s e  o f  $6 was 
approved in  1982, o n l y  about 56 p e r c e n t  o f  c l a im a n t s  r e c e i v e  50 p e r c e n t  wage 

. r ep la cem en t  under the  c u r r e n t  s c h e d u le .  The proposed  s c h e d u l e  would i n c r e a s e  
c o s t s  t o  t h e  t r u s t  fund by about 14 p e r c e n t .  • • ; \

S e c t i o n s  5 and 6 . These  two s e c t i o n s  would change t h e  req u i r em en ts  f o r  t h e  
r e c e i p t  o f  dependents  a l low a nce .  The amendments do not  change the  amount o f  '

. t h e  a l lo w a n ce .  • '• ■ • - ' • ' V -

BILL ANALYSIS



Under t h e  c u r r e n t  s t a t u t e ,  an i n d i v i d u a l  c l a i m i n g  dependents  a l lowance  must'?;'"' 
c e r t i f y  (and be a b le  t o  p r o v e ) ' t h a t  he or  she i s  p r o v id in g  more than 50 per-,'- . 
c e n t  o f  t h e  d e p en d en ts '  s u p p o r t .  The dependents  must be c la im ed  when th e  . 
c l a i m a n t  f i r s t  f i l e s  f o r  b e n e f i t s ,  and t h e  number o f  dependents  canno t  be v y", 
changed du r in g  t h e  b e n e f i t  y ea r  u n le s s  t h e  c l a i m a n t  a cq u i r e s  an a d d i t i o n a l  
dependent  by b i r t h  or  a d op t io n .  These  two f e a t u r e s  o f  t h e  p r e sen t  law - -  
t h e  "pr im ary  suppor t"  r e q u i r e m en t  and t h e  req u i r em en t  t h a t  dependents must 
be c la im ed  at t h e  b e g inn in g  -of t h e  b e n e f i t  year  - -  are not  n e c e s s a ry  f o r  t h e  . 
a d m i n i s t r a t i o n  o f  t h e  dependents  p r o v i s i o n ,  and t h e y  may f r u s t r a t e  i t s  pur­
pose .  • % '• • •' ■

In h ou seh o ld s  where both  p a re n t s  work, t h e  c h i l d r e n  are  j o i n t l y  suppor ted .  
However,  under  t h e  "pr imary  suppor t"  r e q u i r e m e n t . o n l y  one paren t  may c l a im  
dependents  in  t h e  hou seh o ld ,  even though t h e  o t h e r  p a ren t  may be p r o v id in g  a 
l a r g e r  p e r c e n t a g e  o f  h i s  o r  h e r  wages f o r  su p p o r t  o f  t h e  c h i l d r e n .  The p r o ­
posed changes  would pay dependents  a l low a nce  t o  e i t h e r  pa ren t  having p h y s i c a l  
c u s t o d y  o f  t h e  c h i l d .  The same dependent  c o u ld  not  be c la imed  by both p a re n t s ,  
bu t  a p a re n t  c o u l d  c l a im  any dependents  in th e  househo ld  which are not  being 
c la im ed  by th e  o t h e r  p a re n t .  The "primary suppor t"  requ irem en t  has b e e n - r e ­
t a i n e d  as an a l t e r n a t i v e ,  so t h a t  a n o n - c u s t o d i a l  p a ren t  may q u a l i f y  f o r  t h e  .. 
dependents  a l l o w a n c e .  In o t h e r  words, "dependent" has been r e d e f i n e d  to  mean 
one who i s  e i t h e r  in  t h e  p h y s i c a l  c u s t o d y  o f  t h e  c l a im a n t  or dependent on th e  
c l a im a n t  f o r  more than 50 p e r c e n t  of.  s u p p o r t .  However,  t o  c l a im  a dependent 
o v e r  18 y e a r s  o f  age t h e  c l a i m a n t  would s t i l l  be r e q u i r e d  t o  show pr imary  sup­
p o r t ,  t h e  same as in  t h e  c u r r e n t  law. . ■•■... • •

Th e  proposed  ch a n g e :  would a l s o  a l low  a c l a im a n t  t o  add dependents (up to  a • i 
l i m i t  o f  t h r e e )  f o r  any reason  w h i l e  drawing r e g u l a r  b e n e f i t s  dur ing  h i s  bene­
f i t  y ea r .  F o r  example, a c l a i m a n t  whose w i f e  i s  c l a i m i n g ^ t h e i r  two c h i l d r e n  
would no t  be a b le  to  c l a i m  th e  c h i l d r e n  when he f i r s t  f i l e s  h i s  c l a i m . 1 How-" 
e v e r ,  he would be ab le  t o  c l a im  t h e  c h i l d r e n  a f t e r  h i s  w i f e ' s  b e n e f i t  year,  
ends, f o r  t h e  rem ainder  o f  h i s  own b e n e f i t  y e a r .  Under the  c u r r e n t  law, t h i s  
c l a i m a n t  would be unab le  t o  c l a im  the  dependents  f o r  h i s  e n t i r e  b e n e f i t  y ea r ,  
even i f  he f i l e d  o n l y  one week b e fo r e  t h e  end o f  h i s  w i f e ' s  b e n e f i t  y ea r .

S e c t i o n  7. T h i s  s e c t i o n  amends AS 2 3 .2 0 . 3 6 2 ( c )  bv a d d in g ' s e v e ra n ce  and te rm i - .  
n a t i o n  payments t o  th e  l i s t  o f  income which  i s  d edu c ted  from 01 b e n e f i t s .
Under t h e  p r o v i s i o n  as i t  now s ta n ds ,  wages in l i e u  o f  d i sm is sa l  n o t i c e ,  and'. '
payments f o r  a c c r u e d  v a i a t i o n ,  s i c k  l e a v e ,  and h o l i d a y s  are deducted  d o l l a r  y :  
f o r  d o l l a r  from UI b e n e f i t s  payab le .  Th ese  payments vre  t r e a t e d  d i f f e r e n t l y '  ’ 
f rom r e g u l a r  wage payments,  which  are d ed u c ted  under AS 23.20.360 at t h e  r a t e  
o f  $.75 f o r  e v e r y  $1 earned f o r  th e  week in e x c e s s  o f  $60. The v a c a t i o n ,  
s i c k ,  and h o l i d a y  pay, and wages in l i e u  o f  n o t i c e ,  u n l ik e  r e g u la r  wage pay- '
ments ,  do not show any new a t ta chm ent  to  the  la b o r  market,  but are paid on
th e  b a s i s  o f  pa s t  employment.  The more s t r i c t  d o l 1a r - f o r - d o l 1ar d e d u c t io n  
f o r  t h e s e  payments i s  j u s t i f i a b l e  on t h e  b a s is  t h a t  unemployment in su ra n ce  
shou ld  n o t  be pa id  f o r  a week i f  th e  c la i inan4' i s  a l r e a d y  r e c e i v i n g  a "wage 
rep la cem en t"  f o r  t h a t  week based on h i s  p r e v io u s  work, such as these  payments 
a re .  However,  be cause  o f  t h e  language o f  the  p r o v i s i o n ,  "severance" and " t e r ­
m ina t ion"  pay are  not  d e d u c t i b l e ,  even enough th e  r a t i o n a l e  f o r  d e d u c t in g  them 
i s  th e  same as f o r  the  o t h e r  "wage rep la cement"  payments.



. . S e c t i o n  8. AS 2 3 .2 0 .3 8 1 (e )  c u r r e n t l y  d i s q u a l i f i e s  an i n d i v i d u a l  working in  
an i n s t r u c t i o n a l ,  r e s e a r c h ,  or  p r i n c i p a l  a d m i n i s t r a t i v e  c a p a c i t y  in  an edu ca ­
t i o n a l  i n s t i t u t i o n ,  du r in g  t h e  p e r io d  between  two academic y e a r s  o r  terms,  
o r  d u r in g  a p e r i o d  o f  pa id  s a b b a t i c a l  l e a v e .  T h i s  p r o v i s i o n  is  r e q u i r e d  in  
a lV  s t a t e  laws f o r  c o n f o r m i t y  w i th  S e c .  3304 ( a ) ( 6 ) ( A )  o f  t h e  Fede ra l  Unem­
ployment  Tax A c t  ( F U T A ) .  y .  y ’v

Th e  FUTA has now been amended by P u b l i c  Law 98-21 t o  extend  t h e  d i s q u a l i f i ­
c a t i o n  t o :  . .. i

• 1. A l l  employees o f  e d u ca t io n a l  i n s t i t u t i o n s .

2. Employees  o f  " ed u ca t io n a l  s e r v i c e  a g e n c ie s "  s e r v i n g  in e d u c a t i o n a l
i n s t i t u t i o n s .  * s •

3. Any e s t a b l i s h e d  v a c a t i o n  p e r io d  o r  h o l i d a y  r e c e s s .

Th ese  changes  are r e q u i r e d  in a l l  s t a t e  laws t o  avo id  den ia l  o f  c e r t i f i c a t i o n  
f o r  t h e  FUTA tax  o f f s e t  c r e d i t  and a d m i n i s t r a t i v e  g r a n t s . .  ’ ■ ■ Y

S e c t i o n  9. S e c t i o n  202 o f  t h e  F e d e r a l - S t a t e  Ex tended  Unemployment Compensa­
t i o n  A c t  p r e v i o u s l y  r e q u i r e d  th e  i n d e f i n i t e  d i s q u a l i f i c a t i o n  o f  an extended.'" 
b e n e f i t  c l a i m a n t  who d id  not  a c t i v e l y  engage in seek in g  work, r e g a r d l e s s  o f  -  
t h e  reason  t h e  c l a im a n t  did  not seek work, T h i s  requ irem en t  has been ' re laxed  
by P . L . 98-21. A S t a t e  i s  now p e rm i t t ed  to  app ly  r e g u la r  s t a t e  able  and 
a v a i l a b l e  p r o v i s i o n s  i f  th e  ex tended b e n e f i t  c l a im a n t  f a i l e d  to  seek work 
b e cause  he was h o s p i t a l i z e d  or on j u r y  d u ty .  T h i s  i s  e n t i r e l y  o p t i o n a l ,  but ' 
we recommend enac tment  o f  con fo rm ing  l e g i s l a t i o n  to  take advantage o f  the  
r e l a x a t i o n  o f  f e o e r a l  r e q u i r e m en ts .  . •.

S e c t i o n  10. T h i s  amendment t o  AS 23.20.505 addresses  c i r c u m s t a n c e s  under 
which  workers  on "R and R" might q u a l i f y  as "unemployed" and thus  be po ten -  '• 
t i a l l y  e l i g i b l e  f o r  b e n e f i t s  under the  A c t .  Under c u r r e n t  Se c .  505 a person  
i s  "unemployed" f o r  a week in  which he per forms no s e r v i c e  and r e c e i v e s  no 
wages. T h i s  a l low s  p o t e n t i a l  abuse by i n d i v i d u a l s  who are  f u l l y  employed 
but  r e c e i v e  "R and R" f o r  a week ( o r  more)  as p a r t  o f  t h e i r  r e g u la r  work 
s c h e d u l e .  F o r  example, an i n d i v i d u a l  may work 60 hours  per  week f o r  two . 
weeks and then  r e c e i v e  a week o f f .  T h i s  "two weeks on, one week o f f "  
s c h e d u l e  may c o n t i n u e  i n d e f i n i t e l y .  T h i s  i n d i v i d u a l  is  t e c h n i c a l l y  unem­
ployed  under. S e c .  505 dur ing  h i s  week o f f .  But we do not  b e l i e v e  i t  i s  
c o r r e c t  to  pay b e n e f i t s  when the  employment r e l a t i o n s h i p  has not been 
s eve red  and t h e  i n d i v i d u a l  i s  a c t u a l l y  f u l l y  employed, i . e . ,  working an 
average o f  at l e a s t  40 hours  per  week or  r e c e i v i n g  "excess"  earn ings  ( p r o ­
r a t e d  o v e r  t h e  p e r i o d  o f  work and l e a v e ) .

S e c t i o n  11. AS 2 3 .2 0 .5 2 6 (a )  was amended in 1982 by adding paragraph (22)  t o  
e x c lu d e  f rom UI c o ve ra g e  c e r t a i n  c o r p o r a t e  o f f i c e r s  who c o n t r o l  at l e a s t  25 
p e r c e n t  o f  c o r p o r a t e  s t o c k .  Subparagraph (D )  o f  paragraph (22) s p e c i f i e s  
t h a t  the  c o r p o r a t e  o f f i c e r  must agree to  n on co ve rag e .  The  U. S.  Department 
o f  La b o r  now b e l i e v e s  t h a t  subparagraph (D )  c o n s t i t u . e s  a wa ive r  o f  b e n e f i t  
r i g h t s .  T h i s  r a i s e s  an i s s u e  o f  c o n f o r m i t y  w i th  S e c .  3 0 3 ( a ) ( 1 ) . o f  the  S o c i a l  
S e c u r i t y  A c t ,  which  is  i n t e r p r e t e d  as f o r b i d d i n g  any w a ive r ,  ass ignment ,  
p led ge ,  o r  encumbrance  o f  a r i g h t  t o  unemployment co m pensa t ion .  (Su ch  a 
w a ive r  would a l s o  be c o n t r a r y  to  AS 2 3 .2 0 .3 9 5 . )
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Bil l N o . Senate Bil l  525 D a t e March 12, 1984Title "An act relating to Unemployment Insurance; Contact: Eileen Plate 
and providing for an e ffective  date." 465-2700

Jack Shay 
465-2712

Senate B i l l  525 incorporates a number of housekeeping and conformity provisions and 
makes several technical changes to Alaska's unemployment insurance law. I t  also 
increases the maximum weekly unemployment insurance benefit amount.

Passage of SB 525 w il l  assure that Federal Unemployment Tax Act (FUTA) credits present­
ly available to Alaska employers are not jeopardized; and w il l  assure that federal 
grants to the Alaska Department of Labor for administration of the unemployment insur­
ance program are not withheld. Sections 8 and 11 of SB 525 are conformity items and
must pass for Alaska to remain in conformity with Federal Law. Sections 2 and 3 amend
employer unemployment insurance tax rates in line with recent Federal leg is la t io n . 
Without this leg is la t ion , FUTA taxes paid by Alaskan employers w ill increase 
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount w il l  provide 
approximately two-thirds of the UI claimants with a 50 percent replacement of the ir 
average weekly wages. The benefit schedule was amended in 1980 to provide a 50 percent 
wage replacement to two-thirds of the claimants. Wage in flation  since 1980 has eroded
this  level of wage replacement to the extent that today only about 50 percent of the
claimants received the 50 percent wage re^acement.

The Department of Labor supports passage of SB 525. A f is ca l note is  attached.

APPROVED

<■ Jim Robison 
Commissioner

P O S I T I O N  P A P E - ^ / D e p a r t m e n t  of Labor
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BILL SH EFFIELD , GOV ERN OR

D E P A R T M E N T  O F  L A B O R

OFFICE OF THE COMMISSIONER

P.O. B O X  1149 
J U NEAU. A L A S K A  99802 
PHONE:

465-2700

March 20, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

This is  in response to the question you asked during your meeting with 
Jack Shay, Director of the Employment Security D ivision, on March 16.
My s ta f f  has compared the b e re f it  increase proposed in SB 525 to the 
1980 law change. However, because of the many other changes implemented 
in 1980, and changes in the extended benefit program since then, i t  is  
d i f f i c u l t  to iso late the issues and provide comparable figures. As a 
resu lt  of the changes, several assumptions had to be incorporated into 
the model used to derive the cost estimates. Some estimates are out­
lined below.

1979 1983 Percent
benefit schedule benefit schedule Change

Employer Contributions $64.2 m illion $73.5 million 14.5%

Employee Contributions $14.0 m illion $16.1 million 15.0%

Benefits Paid Out of 
Trust Fund $71.5 m illion $85.4 million 19.4%

Average Weekly Benefit 
Amount $87.58 $134.40 53.5%

The original cost projection provided in 1980 estimated that the average 
weekly benefit amount would increase 51%, and that the variable duration 
concept would p a rt ia l ly  o ffse t th is  for a net increase of 27%. Since

07 G 9 L H



Honorable Richard Eliason - 2 - March 20, 1984

1980, changes affecting the extended benefit program plus a d i f ferent 
economic picture have resulted in an actual increase of 19.4%. With the 
benefit increase proposed in SB 525 the increased cost is  projected at 
14%.

I f  you have any questions please contact me.

Si nc e r p l v .

Jim Robison 
Commissioner
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D E P A R T M E N T  O F  L A B O R  so/
J U N E A U .  A L A S K A  99802

p h o n e : (907) 465-2700
OFFICE OF THE COMMISSIONER

March 14, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

This is  in reply to the questions asked by the Senate Labor and Commerce 
Committee on March 13 concerning SB 525, the unemployment insurance b i l l .

Question: What w i l l  be the total cost to employers and employees i f  we
raise maximum benefits from $156 to $198 per week?

As indicated during the hearing, the employer rates are projected to decline 
a fter  1984 (even with an increase in benefits ) ;  however, the rates w i l l  not 
go down as fast  when benefits are raised. The tax base is also expected to 
increase somewhat. The projected tax base figures were compiled by the 
Research and Analysis section of the Department and re f le c t  an approximate 
increase of 2k percent annually. The net resu lt  is  projected as:

Maximum
Tax Employer Employee Total Cost of Increase

Year Base Tax Rate Tax Rate To Employers to Employees
w/o/incr. w/incr. w/o/incr. w/incr.

1985 $22,600 4.08% 4.08% .6% . 6% $ 0 $ 0
1986 23,000 3.84 4.02 .5  .6 3.7 mill ion .8 mill ion
1987 23,600 3.70 4.03 .5 .6 7.1 mill ion 1.5 mill ion
1988 24,500 3.42 3.90 .5 .5 10.3 mill ion 2.3 mill ion

Question: What sections of the b i l l are conformity items with the Federal
Government?

Sections 8 and 11 are conformity items. Sections 2 and 3, while not s t r i c t l y  
conformity items, are necessary to have our law relate to the federal FUTA 
law and save employers in th is  state between $1.5 and $2.0 mill ion annually 
in increased FUTA taxes.
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Question: Do you have information on firms affected by Sections 2 and 3 of
the b i l l ?

Yes, the enclosed l i s t in g  ident i f ies  the industry make-up of the 163 firms 
potentially e l ig ib le  for the 21st rate c lass .  I f  this  law change had been in 
effect  currently , i t  would have affected 163 employers in 1983 for a total 
increase of $2,800, or an average of $17 per employer. In 1984, i t  would not 
have affected any employers in the state.

I hope this  answers the questions posed by your committee. We w i l l  respond 
to the query from Senator Pettyjohn concerning tax base period calculations 
in a separate memorandum. I f  you need additional information, please contact 
me.

Sincerely ,

Jim Robison 
Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A "21 ST RATE CLASS"

Major Industry Division

Agric. Forestry Fisheries
Mining
Construction
Food Processing
Wood Products
Transp-Commun-Public U t i l .
Wholesale Trade
Retail Trade
Finance Insur-Real Estate
Services
Government
Unspecified

Number of Employers

4
51
4
1
9

10
15
10
49
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D E P A R T M E N T  O F  L A W

O F F IC E  O F  T H E  A  T T O R N E Y  G E N E R A  L

M E M O R A N D U M  

TO: H o n o r a b l e  B i l l  S h e f f i e l d  
G o v e r n o r

FROM: jQc N o t m S r H C .  G o r s u c  
A t t o r n e y  G e n e r a l

Bill Sheffield, Governor

P O U C H  K - S T A T E  CAPITOL 
J U N E A U .  A L A S K A  99811 
P H O N E :  (9071 -465-3600

D e c e m b e r  5, 1983

RE: A t t a c h e d  b i l l  o n  e m p l o y m e n t  i n s u r a n c e  
O u r  file: 3 7 7 - 0 4 3 - 8 4

A t t a c h e d  is a b i l l  c o n t a i n i n g  c h a n g e s  to the u n e m p l o y­
m e n t  i n s u r a n c e  s t a t u t e s  in AS 23.20. T h e  c h a n g e s  w e r e  d e v e l o p e d  
b y  the D e p a r t m e n t  of L a b o r  a n d  for the m o s t  p a r t  are in r e s p o n s e  
to c h a n g e s  arid r e q u i r e m e n t s  o f  the f e d e r a l  s t a t u t e s  u n d e r  w h i c h  
the d e p a r t m e n t  o p e r a t e s  the u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m  
A l a s k a .

T h e  b i l l  c o n t a i n s  other- " h o u s e k e e p i n g "  m e a s u r e s ,  i n­
c l u d i n g  the p r o v i s i o n  for e f f e c t i v e  d a t e s  f o r  c e r t a i n ' s e c t i o n s , 
a g a i n  in o r d e r  to c o n f o r m  to e f f e c t i v e  d a t e s  for f e d e r a l  r e ­
q u i r e m e n t s  in Che u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m .

A  d r a f t  t r a n s m i t t a l  l e t t e r  to the l e g i s l a t u r e ,  e x ­
p l a i n i n g  the b i l l  in m o r e  detail, is a l s o  a t t a c h e d .  .

N C G : G I A : b a p

cc w / e n c . :  H o n o r a b l e  J a m e s  R o b i s o n
C o m m i s s i o n e r  
D e p a r t m e n t  of  L a b o r

S u t O O I T W 1/  2  5
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U n d e r  the a u t h o r i t y  of art. I I jl, sec. 18, of the A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to u n e m­

p l o y m e n t  i n s u r a n c e .  In l a r g e  p a r t  this b i l l  is a r e s p o n s e  

to c h a n g e s  in f e d e r a l  r e q u i r e m e n t s  f o r  the o p e r a t i o n  of 

A l a s k a ' s  U n e m p l o y m e n t  I n s u r a n c e  P r o g r a m .

S e c t i o n  1 of  the b i l l  i n v o l v e s  the t r a i n i n g  a n d  b u i l d i n g  

f u n d  c r e a t e d  u n d e r  A S  2 3 . 2 0 . 1 3 0 .  S t a t e  l a w  p r e s e n t l y  r e ­

q u i r e s  that a n y  u n o b l i g a t e d  m o n e y  in e x c e s s  of $ 1 0 0 , 0 0 0  in 

t h e  f u n d  m u s t  b e  t r a n s f e r r e d  to the U n e m p l o y m e n t  T r u s t  

F u n d  on the la s t  day of the f i s c a l  year. O f t e n  the l e g i s­

la t u r e  does o b l i g a t e  that e x c e s s  m o n e y ,  b u t  j u s t  as often,
w

the b i l l  a c c o m p l i s h i n g  that a c t i o n  is n o t  signed' into l a w  

u n t i l  a f t e r  the e n d  of the f i s c a l  ear. T h e r e f o r e ,  b y  the 

ti m e  a b i l l  is s i g n e d  o b l i g a t i n g  the mo n e y ,  it has t e c h n i -
i

c a l l y  a l r e a d y  p a s s e d  into the U n e m p l o y m e n t  T r u s t  Fund. B y  

p r o v i d i n g  a 3 0 - d a y  " g r a c e  p e r i o d "  f o l l o w i n g  the la s t  d a y  

o f  e a c h  f i s c a l  year, this p r o b l e m  s h o u l d  n o t  arise.

S e c t i o n s  2 a n d  3 of this b i l l  are in r e s p o n s e  to c e r t a i n  

1 9 8 2  a m e n d m e n t s  to the F e d e r a l  U n e m p l o y m e n t  T a x  A c t  

(FUTA), e f f e c t i v e  J a n u a r y  1, 1985. U n d e r  the a m e n d e d  v e r ­

s i o n  o f  the FUTA, e m p l o y e r s  in the S t a t e  of A l a s k a  w i l l  

n o t  r e c e i v e  a full c r e d i t  f o r  the c o n t r i b u t i o n s  m a d e  to 

the s t a t e  u n e m p l o y m e n t  f u n d  u n l e s s  s t a t e  l a w  i n c l u d e s  a 

m a x i m u m  tax r a t e  o j . at l e ast 5.4 p e r c e n t ,  a t a x  r a t e  w h i c h

- 1 -
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m u s t  a c t u a l l y  b e  a s s e s s e d  a g a i n s t  at l e a s t  one e m p l o y e r  in 

t h e  state. S e c t i o n s  2 a n d  3 w i l l  c r e a t e  that s t a n d a r d  

r a t e  a n d  i d e n t i f y  a class o f  e m p l o y e r s  w h i c h  are a s s e s s e d  

t h a t  r ate, thus i n s u r i n g  th a t  all e m p l o y e r s  in the S t a t e  

o f  A l a s k a  c a n  r e c e i v e  the f u l l  c r e d i t  for t h e i r  c o n t r i b u­

ti o n s  to the s t a t e  u n e m p l o y m e n t  t r u s t  fund.

S e c t i o n  4 o f  the b i l l  w i l l  a m e n d  AS 2 3 . 2 0 . 3 5 0 ( d )  b y  i n­

c r e a s i n g  the m a x i m u m  u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t  a m o u n t  

to $1 9 8  p e r  w e e k ,  n o t  i n c l u d i n g  an a l l o w a n c e  foi d e p e n­

dents. T h i s  i n c r e a s e  w i l l  p r o v i d e  a p p r o x i m a t e l y  

t w o - t h i r d s  of u n e m p l o y m e n t  i n s u r a n c e  c l a i m a n t s  w i t h  a r e­

p l a c e m e n t  of at l e a s t  50 p e r c e n t  of  t h e i r  a v e r a g e  w e e k l y

w
w a g e s .  T h e s e  i n c r e a s e s  w e r e  d e v e l o p e d  in o r d e r  to f i g h t  

the i m p a c t  of i n f l a t i o n  a n d  to m o r e  c l o s e l y  p a r a l l e l  s u g­

g e s t e d  f e d e r a l  b e n e f i t  a d e q u a c y  g u i d e l i n e s  for w a g e  r e ­

p l a c e m e n t  .

S e c t i o n s  5 a n d  6 of the b i l l  r e w r i t e  A S  2 3 . 2 0 . 3 5 0 ( f ) ,  

w h i c h  p r o v i d e s  for an a l l o w a n c e  for d e p e n d e n t s  in a d d i t i o n  

to a w e e k l y  u n e m p l o y m e n t  b e n e f i t  amou n t .  T h e  a m o u n t  o f  

the a l l o w a n c e  for d e p e n d e n t s  r e m a i n s  u n c h a n g e d .  T h e  

a m e n d m e n t s  c o n t a i n e d  in sec. 5 w i l l  p e r m i t  the D e p a r t m e n t  

of L a b o r  to a d m i n i s t e r  the p r o g r a m  in a m a n n e r  m o r e  l i k e l y  

to a c c o m p l i s h  its p u r p o s e ,  i.e., to p r o v i d e  a d d i t i o n a l  

w a g e  r e p l a c e m e n t  i n c o m e  to c l a i m a n t s  w i t h  d e p e n d e n t s .  T h e  

p r e s e n t  l a w  a r t i f i c i a l l y  a n d  p e r h a p s  u n r e a s o n a b l y
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r e s t r i c t s  c e r t a i n  c l a i m a n t s  f r o m  o b t a i n i n g  the b e n e f i t s  of 

the a l l o w a n c e  for d e p e n d e n t s .

T h e  a m e n d m e n t  w i l l  p e r m i t  a n  a l l o w a n c e  for d e p e n d e n t s  to 

b e  p a i d  to a c l a i m a n t  h a v i n g  p h y s i c a l  c u s t o d y  of  a c h i l d  

or  to a c l a i m a n t  w h o  p r o v i d e s  o v e r  50 p e r c e n t  of s u p p o r t  

f o r  the child. If two c l a i m a n t s  q u a l i f y  to c l a i m  the a l­

low a n c e ,  it w i l l  b e  p a i d  to t h e  c l a i m a n t  w h o  p r o v i d e s  o v e r  

50 p e r c e n t  of s u pport. In a d d i t i o n ,  u n l i k e  u n d e r  p r e s e n t  

law, a c l a i m a n t  n e e d  n o t  c l a i m  the a l l o w a n c e  for d e p e n­

den t s  w h e n  he or she f i r s t  f i l e s  a c l a i m  for u n e m p l o y m e n t  

b e n e f i t s .  T h e  b i l l  does c o n t i n u e  to p r o h i b i t  the a l l o w­

a n c e  f o r  d e p e n d e n t s  f r o m  b e i n g  c l a i m e d  by m o r e  th a n  one 

i n d i v i d u a l .

W e n d y  D i m o n d  v. D e p a r t m e n t  of  Labor, S t ate of  A l a s k a , 

1 J U - 8 3 - 3 4 1  Civil, is an a p p e a l  of an a d m i n i s t r a t i v e  d e c i­

si o n  o f  the E m p l o y m e n t  S e c u r i t y  D i v i s i o n ' s  A p p e a l  T r i ­

bun a l .  T h e  l i t i g a t i o n  i n v o l v e s  an i n t e r p r e t a t i o n  o f  

A S  2 3 . 2 0 . 3 5 0 ( f ) .  S e c t i o n s  5 a n d  6 of the b i l l  w o u l d  c o r­

r e c t  so m e  o f  the m o r e  s e r i o u s  l e g a l  q u e s t i o n s  a b o u t  t h e  

s t a t u t e .

S e c t i o n  7 o f  the b i l l  w i l l  a m e n d  AS 2 3 . 2 0 . 3 6 2 ( c )  by  p e r­

m i t t i n g  s e v e r a n c e  a n d  t e r m i n a t i o n  p a y  to be  d e d u c t i b l e  

f r o m  u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t s  in the same w a y  that 

o t h e r  w a g e  r e p l a c e m e n t  p a y m e n t s  are p r e s e n t l y  deduc t e d .
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S e c t i o n s  8, 9, and 11 of the b i l l  are r e s p o n s e s  to c h a n g e s  

i n  f e d e r a l  lav; w h i c h  d i r e c t l y  e f f e c t  the a d m i n i s t r a t i o n  of 

o u r  u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m .  S e c t i o n  8 e x t e n d s  the 

d i s q u a l i f i c a t i o n s  u n d e r  A S  2 3 . 2 0 . 3 8 1 ( e )  to all e m p l o y e e s  

of e d u c a t i o n a l  i n s t i t u t i o n s ,  e m p l o y e e s  of " e d u c a t i o n a l  

s e r v i c e  a g e n c i e s "  s e r v i n g  e d u c a t i o n a l  i n s t i t u t i o n s ,  a n d  to 

t h o s e  s a m e  e m p l o y e e s  for any e s t a b l i s h e d  v a c a t i o n  p e r i o d  

or h o l i d a y  recess. S e c t i o n  9 m o d i f i e s  the d i s q u a l i f i c a­

tio n  for f a i l i n g  to a c t i v e l y  s e e k  w o r k  b y  e x e m p t i n g  a 

c l a i m a n t  w h o  is h o s p i t a l i z e d  or s e r v i n g  on j u r y  duty. 

S e c t i o n  11 b r i n g s  the s t a t e  into c o n f o r m i t y  w i t h  f e d e r a l  

l a w  by r e p e a l i n g  AS 2 3 . 2 0 . 5 2 6 ( a ) ( 2 2 ) ( D ) , w h i c h  the U.S. 

D e p a r t m e n t  o f  L a b o r  i n t e r p r e t s  as a w a i v e r  of b e n e f i t
w

r i g h t s .  A  w a i v e r  of b e n e f i t  r i g h t s  is p r o h i b i t e d  by  sec. 

3 0 3 ( a ) ( 1 )  of the S o c i a l  S e c u r i t y  Act a n d  AS 23.20.395.

i
S e c t i o n  10 of the b i l l  c l o s e s  a " l o o p h o l e "  in the c u r r e n t  

u n e m p l o y m e n t  i n s u r a n c e  l a w  b y  p r o h i b i t i n g  i n d i v i d u a l s  o n  

"R  a n d  R" f r o m  c o l l e c t i n g  u n e m p l o y m e n t  i n s u r a n c e  benefits..

T h e  D e p a r t m e n t  o f  L a b o r  s u p p o r t s  this bill. I u r g e  y o u r  

p r o m p t  a c t i o n  on it.

S i n c e r e l y ,

Bill S h e f f i e l d  
G o v e r n o r

-A-



EMPLOYMENT SECURITY ADVISORY COUNCIL 
AUGUST 29-30,  1983 

JUNEAU, ALASKA

Council Members Present:

Council  Members Absent :  

Agency R e p r e s e n t a t i v e s :

Minutes Taken By:

Dennis Osterdock,  Chairman 
Jack Simpson 
Ed Janzen 
Edwin Johnson

I rv ing  Ig t an l oc

A. G. Z i l l i g ,  D i r e c t o r  
Leland T. Dal by,  Deputy D i r e c t o r  
Harry S t u r r oc k ,  A s s i s t a n t  D i r e c t o r ,  UI 
Edward Muss lewhi te ,  A s s i s t a n t  D i r e c t o r ,  ES 
L o t t i e  F leeks ,  Nor thern Regional Manager 
Darwin H a l t e r ,  Cent ra l  Regional  Manager 
Dan T r a v i s ,  Sou t heas t  Regional  Manager 
Jim Robison,  Commissioner

Karen Reyes,  S e c r e t a r y  I 
D i r e c t o r ' s  O f f i c e ,  ESD

Dennis Osterdock c a l l e d  the  meet ing to o r de r  a t  1:30 p.m. ,  August 29, 
1983. A. G. Z i l l i g  in t roduced  the Commissioner o f  Labor,  Jim Robison,  
t o  p r e s e n t  t he  "Opening Remarks".

Mr. Robison announced t h a t  A. G. (Ar t )  Z i l l i g  i s  r e t i r i n g  September 15, 
1983.  He added t h a t  Robert  Landau has been s e l e c t e d  f o r  the  p o s i t i o n  
o f  A s s i s t a n t  Commissioner.

Mr. Z i l l i g  then pr esen t ed  the  "Div i s ion  S t a t u s  Repor t " .

Mr. Z i l l i g  s t a t e d  t h a t  t h i s  wi l l  be t he  l a s t  t ime he wi l l  be meet ing
wi th  t h e  Counc i l .  He extended his  a p p r e c i a t i o n  to t he  Council  f o r  t he
t i me ,  e f f o r t ,  and suppor t  they  have provided t o  t he  Department .

Mr. Z i l l i g  gave a b r i e f  review of  what wi l l  be d i scus se d  through the 
co u r s e  o f  the meet ing and a b r i e f  run down o f  what has been happening 
s i n c e  t h e  p r evious  Council  meet ing.

1.  The computer  systems have been upgraded.

a .  B e n e f i t  and Tax system i n c o r p o r a t i n g  the  l a t e s t  s e r i e s  of
law changes a re  both o p e r a t i ng  w e l l .

b. The ES system wi l l  be o n - l i n e  October 1, 1983.

f e d e r a l  funding fo r  the  Cent ral  Process ing  Uni t  (CPU) upgrade in DP
is  not  a n t i c i p a t e d .  A l t e r n a t i v e  funding sources  a r e  being exp lo red .
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2.  A d i s c u s s i o n  o f  a l t e r n a t i v e s  f o r  funding f e d e r a l  s h o r t f a l l s  i nc luded :

a .  Using money from t h e  Trus t  Fund t h a t  employees pay i n .

(1) A d r a f t  proposal  went t o  the  A s s i s t a n t  At to rney  General 
f o r  h i s  l ega l  opinion in  us ing T r us t  Fund monies .  (A 
copy o f  t he  A s s i s t a n t  At torney  G e ne r a l ' s  r esponse  i s  
a t t a c h e d .)

b.  Using money out  o f  t he  Bui ld ing & Tr a in i ng  Fund would be 
l e g a l .  L e g i s l a t i v e  approval  i s  r e q u i r e d .

This  fund i s  money from d e l i n q u en t  employers .  I f  an employer 
does not  pay hi s  t axes  on t ime an i n t e r e s t  and p e na l t y  charge 
i s  a s s e s s e d .  The i n t e r e s t  and p e n a l t i e s  go i n to  t h i s  fund.

Mr. Z i l l i g  s t a t e d  t h a t  f ed e ra l  funding i s  being provided f o r  op e r a t i ng  a 
Random Audi t  Uni t  o f  s i x  people  in  UI. The Random Audi t  Uni t  provides  
an indep th  review o f  an i n d i v i d u a l s  week claimed to  a s c e r t a i n  i f  a l l  
e l i g i b i l i t y  r equi r ement s  were observed.

Mr. Z i l l i g  then in t roduced  Edward Musslewhi te fo r  p r e s e n t a t i o n  o f  the  
"ES Act iv i  t y  R e p o r t " .

Mr. Musslewhi te reviewed t he  ES Progress  Repor t  wi th the  Counci l .  The 
p r odu c t i o n  l eve l  has i n c r ea s ed  s u b s t a n t i a l l y  wi th  a r ed uc t i on  in s t a f f .
(A copy o f  the  r e p o r t  i s  a t t a c h e d . )

Edward gave a b r i e f  review o f  JTPA a c t i v i t i e s .  JTPA i s  admi n i s t e r ed  by 
t he  Department  o f  Community & Regional A f f a i r s .  The ES program s t a f f  
works c l o s e l y  wi th C&RA in implementing JTPA.

Employment Se r v i ce  has developed a S ta t ewide  ES Plan which must be r e ­
viewed by t he  S t a t e  Job Tr a in i ng  Coord ina t i ng  Counci l .  A meet ing wi th 
SJTCC has been scheduled f o r  September 14, 1983,  to review the  ES S t a t e  
Plan.

The Job T r a i n i ng  P a r t n e r s h i p  Act (JTPA) r e p l a c e s  the CETA program and 
amends t he  Wagner-Peyser  Act .

The~e a r e  t h r e e  P r i v a t e  I n dus t r y  Counci l s  in the  S t a t e .  They a r e :  
Anchorage/Mat-Su Borough,  Fai rbanks North S t a r  Borough, and the  Balance 
o f  t he  S t a t e  which i s  named the  Alaska S ta t ewide  PIC.

Goals ment ioned in the  ES S t a t e  Plan fo r  FY'84 a r e :

1.  Provide  an e f f e c t i v e  l abor  exchange sys tem.

2.  Provide  l i nkages  in o t h e r  employment and t r a i n i n g  a c t i v i t i e s  to 
s u c c e s s f u l l y  p a r t i c i p a t e  in the j ob  marke t .
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Harry S t u r r o c k  p r es en t ed  the  "UI L e g i s l a t i o n  Repor t"  as fo l lows :

Mr. S t u r r o c k  passed ou t  the  UI L e g i s l a t i o n  proposal  b i l l  and i t  was d i s ­
cussed  in  d e t a i l .  The va r ious  s e c t i o ns  t h a t  had changes were:

1.  S e c t i o n  1. AS 23 .20 .350(d )  - AMOUNT OF BENEFITS

a .  I n c r e a se s  c u r r e n t  maximum b e n e f i t s  from $158 to  $I98/week.
Thi s  proposed change to be e f f e c t i v e  October  1, 1984.

2.  S e c t i o n  2. and 3. AS 2 3 . 20 . 35 0 ( f )  and ( g ) ( 1 )  -  DEPENDENTS ALLOWANCE

a.  Maximum Dependents Allowance (DA) t h a t  i s  c u r r e n t l y  in the  
UI b i l l  s t a t e s  t h a t  only t h r e e  dependents  from one fami ly
may be c l a imed .  The proposed b i l l  a l lows  t h a t  t h r e e  per
p a r e n t  may be cla imed where both pa r en t s  a r e  e l i g i b l e  fo r  
UI b e n e f i t s .

b.  Pr imary su pp or t  i s  de f ined  as phys ica l  cus tody o f  providing 
50 p e r c e n t .  The change would pay DA to e i t h e r  pa r en t  having
phys i ca l  cus tody  of  t he  c h i l d .  The same c h i l d  may not  be
c la imed by both p a r e n t s .

c .  The change would a l s o  allovi a c l a i ma n t  to add dependents  (up 
t o  a l i m i t  of  t h r e e )  whi le drawing r e g u l a r  b e n e f i t s  dur ing 
h i s / h e r  b e n e f i t  y e a r .  Once the  b e n e f i t  ye a r  e x p i r e s ,  the
o t h e r  pa r en t  may then pick up the  dependents  on h i s / h e r
c l a i m.

d.  Proposed changes inc ludes  t he  d e f i n i t i o n  of  "dependent" .

October  I ,  1984 i s  the  proposed e f f e c t i v e  d a t e  f o r  a l l  changes.

The Advi sory Council  members asked how many c l a i ma n t s  a re  c u r r e n t l y  
drawing b e n e f i t s  where both pa ren t s  a r e  f i l i n g .  There a r e  c u r r e n t l y  
121 c l a ims  where both a r e  c l a iming dependents  a l l owance .

3.  S e c t i o n  4. AS 23 . 20 . 362(c )  - DEDUCTIBLE INCOME

a.  Is  amended by adding severance  and t e r m i n a t i o n  payments 
to  t h e  l i s t  o f  income which i s  deducted from UI b e n e f i t s .  
(Deducted d o l l a r  f o r  d o l l a r . )

This  change w i l l  be e f f e c t i v e  immediately.

The Advi sory r ounc i l  members sugges ted t h a t  "Vacat ion Pay" be c l a r i f i e d  
in  the  p r o p o sa l .
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4.  Sec t i o n  5. AS 23 . 20 . 381(e )  - SCHOOL EMPLOYEES

a .  All school  employees wi l l  be i n e l i g i b l e  f o r  UI between school 
t e rms .  Previous  law s t a t e d  t h a t  t e a c h e r s  o r  p r i n c i p a l l y  admin­
i s t r a t i v e  p o s i t i o n s  in an ed uca t i ona l  i n s t i t u t e  would be i n e l i ­
g i b l e  f o r  UI between school terms .  Now i t  i s  proposed t o  read 
t h a t  a_[l_ school  employees ( j a n i t o r s ,  cooks ,  e t c . ) .

This  change wi l l  be e f f e c t i v e  Apri l  1,  1984.

The Advi sory Council  members sugges ted  t h a t  t h i s  should be addressed  to 
t h e  Congress ional  De l ega t i on ,  because o f  t he  confo rmi ty  i s s u e ,  po in t i ng  
ou t  t h a t  problems may a r i s e  by s i n g l i n g  out  one ca t e g o ry  of  seasonal  
workers .

5.  S ec t i o n  6. AS 23 . 20 / 526( a )(22)  - CORPORATE OFFICERS

a .  Was amended by adding paragraph (22) " t o  exclude from UI coverage 
c e r t a i n  c o r p o r a t e  o f f i c e r s  who co n t ro l  a t  l e a s t  25 pe rcen t  of  
c o r p o r a t e  s t o c k . "

b.  Subparagraph (D) has been d e l e t e d .  This paragraph s p e c i f i e s  
t h a t  the  c o r po r a t e  o f f i c e 1'  must ag ree  to  noncoverage.

This change w i l l  be e f f e c t i v e  January 1, 1984.

6.  AS 23 .20 .130(d )  - TRAINING & BUILDING FUND

a.  (d) i s  an amendment which would make a t e c hn i c a l  change to 
t h e  T r a i n i ng  & Bui lding Fund p r ov i s i o n  so t h a t  un ob l iga t ed  
money in  the  Fund could be held an a d d i t i o n a l  30 days pas t  
t he  end o f  t he  f i s c a l  ye a r .

(A copy o f  the  proposed UI l e g i s l a t i v e  b i l l  i s  a t t a c h e d  fo r  your  r ev i ew. )

Mr. S t u r r oc k  gave a r e p o r t  on the  Tax Equi ty and F i sca l  R e s p o n s i b i l i t y  
Act of  1982 (TEFRA) as fol low., :

This  Act was pas i ed  by Congress l a s t  y e a r .  The Act i n c r ea s ed  the FUTA 
c o n t r i b u t i o n s  foi employers as fol lows:

a .  Inc reased  f ede ra l  FUTP tax  base from $6,000 to $7,000 and
c o n t r i b u t i o n  r a t e  from 3.4% to  3,5%.

b.  E f f e c t i v e  January  1985, i n c r ea sed  f e d e r a l  c o n t r i b u t i o n  r a t e
from 3.5% t o  6.2% o f  f i r s t  $7,000.

c .  For s t a t e s  wi th conforming laws l e f t  employers FUTA r a t e  a t  
.8% o f  f i r s t  $7,000.
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d .  Al l  s t a t e s  w i t h  l e s s  t h a n  a maximum r a t e  o f  5.4% w i l l  have 
t o :

( 1 )  I n c r e a s e  s t a t e  c o n t r i b u t i o n  r a t e  t o  a t  l e a s t  5.4%;  o£

( 2 )  Al l ow some e mp l o y e r s  t o  l o s e  f e d e r a l  t a x  c r e d i t s . .

Mr.  S t u r r o c k  p r e s e n t e d  s i x  o p t i o n s  whi ch  Al a s ka  c a n  t a k e  t o  b r i n g  t h e  
S t a t e  i n  c o n f o r m i t y  w i t h  t h e  Tax E q u i t y  and F i s c a l  R e s p o n s i b i l i t y  Ac t .
They a r e :

a .  No A c t i o n .  I f  t h i s  o p t i o n  i s  c h o s e n ,  t h e  low r a t e  e mpl oye r s  
would  be e f f e c t e d  more .

b .  We c o u l d  r e q u e s t  a f e d e r a l  l aw c h a n g e .

c .  A p r o p o s a l  'jo t h e  Fe d e r a l  gove r nme n t  t h a t  empl oyee  c o n t r i b u ­
t i o n s  be added  t o  t h e  d e f i n i t i o n  o f  o u r  t ax  e f f o r t .  So t h a t  
we would have  an e mp l oye r  t a x  o f  3.8%.  Add t h e  empl oyee  t a x  
f o r  a t o t a l  o f  4 .3%.  The e f f e c t  o f  t h e  FUTA o f f s e t  t o  e mpl oye r s  
would  o n l y  be e f f e c t e d  by t h a t  much l e s s  o f  t h e  empl oyee  con-  
t r i  b u t i o n s .

d .  I mpl emen t  a 5.4% r a t e  and have  i t  a p p l y  o n l y  t o  d e l i n q u e n t  
e m p l o y e r s .

e .  Add a r a t e  c l a s L  o f  21 f o r  .01% o f  t o t a l  s t a t e w i d e  p a y r o l l .

f .  Reduce  t h e  t a x  b a s e  t o  50% o f  a v e r a g e  a nnua l  wage w i t h  p r o v i ­
s i o n  t h a t  t h e  maximum t a x  n o t  be below 5.4%.

A f t e r  much d i s c u s s i o n  in  d e t a i l  w i t h  t h e  A d v i s o r y  Counc i l  members ,  t h e  
Counc i l  t o o k  a v o t e  and t h e  out come o f  t h e  v o t e  was unanimous  t o  go w i t h  
o p t i o n  ( e . )  a bove  and t o  f o l l o w - u p  w i t h  o p t i o n  ( b . ) .

T h e r e  b e i n g  no f u r t h e r  b u s i n e s s ,  t h e  m e e t i n g  a d j o u r n e d  a t  1 2 : 0 0 ,  Augus t  30,  
1983.
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SUMMARY

S i n c e  t h e  mid l S 7 0 s ,  t h i s  n o t i o n ' s  unemployment i n s u r a n c e  sys tem  has been 
p la c u e d  w i t h  s h o r t a g e s  o f  fun ds  f o r  a d m i n i s t r a t i v e  p u rp oses  and f o r  payment 
o f  unemployment c o m p e n s a t i o n .  The  Tax E q u i t y  end F i s c a l  R e s p o n s i b i l i t y  
A c t  o f  1982 ( T E F R A )  made changes  to  t h e  unemployment tax sys tem which  
p r o v i d e d  a d d i t i o n a l  a o m i n i s t r a t i v e  funds end w h i ch  were i n t e n d e d  t o  b o l s t e r  
t h e  s t a t e  t r u s t  funds  used  f o r  payment o f  unemployment b e n e f i t s .  The 
c h e n o e s  w h i c h  p r o v i d e  a d d i t i o n a l  a d m i n i s t r a t i v e  f unds  were implemented in 
1983.* A laska  s t r o n g l y  s u p p o r t s  t h e  1983 TEFRA  c h a n g e s .  However,  t h e  S t a t e  
c a n n o t  s u p p o r t  t h e  changes  s c h e d u l e d  f o r  im p l e m e n ta t i o n  in  1985. In t h a t  
y e a r ,  s t a t e s  must  adopt  a maximum tax r a t e  o f  a t  l e a s t  5.4 p e r c e n t  or  f a c e  
t h e  p r o s p e c t  o f  e m p loye rs  in  t h e  s t a t e  l o s i n g  f e d e r a l  tax c r e d i t s .  The 
l o s s  o f  t a x  c r e d i t s  would ca u se  em p loyers  t o  make a d d i t i o n a l  c o n t r i b u t i o n s  
t o  t h e ‘f e o e r a l  unemployment i n s u r a n c e  sys tem.

I f  t h e  i n t e n t  o f  t h e  1985 TEFRA r e v i s i o n s  was t o  e n c o u r a g e  i n c r e a s e d  t a x  
c o l l e c t i o n  e f f o r t s  by t h o s e  s t a t e s  which have f a i l e d  t o  p r o v i d e  c o l l e c t i o n s  
n e c e s s a r y  t o  f i n a n c e  unemployment  c o m p e n s a t i o n ,  t h e  l e g i s l a t i o n  c l e a r l y  
f a i l s  t o  f u l f i l l  i t s  o b j e c t i v e .  When TEFRA was p a s s e d  i n  1 982 ,  on l y  t h r e e  
of  t h e  30 s t a t e s  a f f e c t e d  by t h e  r e v i s i o n s  had i n s o l v e n t  t r u s t  f u n d s ,  w h i l e  
13 oi  t h e  20 s t a l e s  no t  a f f e c t e d  by t h e  r e v i s i o n s  were  i n s o l v e n t .  C l e a r l y ,  
t h e  l e g i s l a t e d  a t t e m p t  t o  i n c r e a s e  t a x  c o l l e c t i o n  e f f o r t s  f a i l s  t o  a f f e c t  
t h e  m a j o r i t y  of  s t a t e s  t h a t  have  d e m o n s t r a t e d  by t h e i r  i n s o l v e n c y  t h a t  
i n c r e a s e d  r e v e n u e  i s  n e c e s s a r y ; .  ]n a d d i t i o n  t o  t h e  m i s d i r e c t e d  e n c o u r a g e me n t  
of  f i s c a l  r e s p o n s i b i l i t y ,  t h e  1985 TEFRA r e v i s i o n s  a r e  l i k e l y  t o  c a u s e  some 
s t a t e s  t o  r e v e r s e  f i s c a l l y  r e s p o n s i b l e  a c f i o n s  o f  t h e  p a s t .

Although t e c h n i c a l  problems a s s o c i a t e d  wi th  a d op t i ng  a 5.4 pe rcen t  s t a t e  tax 
r a t e  e re  not i n su r mo u n t a b l e ,  ad op t ion  of t h a t  s t a t e  t ax  r a t e  may r e d i s t r i b u t e  
t h e  burden of f i n a n c i a l  suppor t  of  t he  unemployment i n s u r anc e  system among 
employers  and cou l d  upse t  the  program ba l ance  t h a t  some s t a t e s  have ach i eved .  
The cause  of t h e  r e d i s t r i b u t i o n  and imbalance i s  TEFRA*s focus  on t ax  r a t e s  
r a t h e r  t h a n  t ax  e f f o r t .  Tax e f f o r t  depends on t h e  amount of ea r n i n gs  sub­
j e c t  t o  t ax  as well  as t h e  r a t e  a t  which t h os e  e a r n i n g s  a re  t ax ed .  Although 
t h e  S t a t e  of Alaska mi l d l y  o b j e c t s  t o  t h e  1985 TEFRA r e v i s i o n s  because
t h e y  f a i l  t o  e n c o u r a g e  f i s c a l  r e s p o n s i b i l i t y  wher e  a need  f o r  such r e s p o n ­
s i b i l i t y  has  b e e n  d e m o n s t r a t e d ,  we s t r o n g l y  o b j e c t  t o  t h e  f a i l u r e  of  t h e  
l a w  t o  r e c o g n i z e  c o l l e c t i o n  e f f o r t s  o t h e r  t h a n  . i n c r e a s e s  i n  t a x  r a t e s ,  t h e  
t r e a t m e n t  ( u n d e r  t h e  1985 TEFRA r e v i s i o n s )  of s ' t c t e s  t h a t  have d e m o n s t r a t e d  
f i s c a l  r e s p o n s i b i l i t y  a dds  i n s u l t  t o  i n j u r y  b e c a u s e  o t h e r  t a x  e f f c r t s - - s u c h  
as e mp l oy e e  c o n t r i b u t i o n s  and h i g h  t ax  b a s e s - - a r e  r e c o g n i z e d  under  p r o v i s i o n s  
d e c l i n e  w i t h  s t a t e s  t h a x  have  i n s o l v e n t  t r u s t  f u n d s .



As i s  o f t e n  t h e  ca se  v; i th f e d e r a l  i n t e r 1 e n t i o n  in  t h e  unemployment insurance  
sys t em,  compl i ance  wi th  t h e  r e v i s i o n s  i s  o p t i o n a l .  However,  t h e  i n c e n t i v e  
t o  comply wi th  t h e  1985 TEFRA r e v i s i o n s  i s  so s t r o n g  t h a t  "mandate" i s  an 
a c c u r a t e " d e s c r i p t i o n  of  s t a t e s '  p o t e n t i a l  co u r s e s  of a c t i o n .  This paper  
d i s c u s s e s  p o t e n t i a l  s t a t e  a c t i o n s ,  but t h e  only a t t r a c t i v e  op t i on  is  a 
r e v i s i o n  of f e d e r a l  l ew .  A r e v i s i o n  need not remove t h e  i n c e n t i v e  t o  
i n c r e a s e  t a x  e f f o r t s  a t  t h e  s t a t e  l e v e l ;  i t  could simply,  give s t a t e s  t h e  
f l e x i b i l i t y  t o  d e mo n s t r a t e  e f f o r t  in  ways o t he r  t h e n  t a x  r a t e s .  We urge 
o t h e r s  t o  j o i n  t h e  campaign t o  r e v i s e  t h e  TEFRA p r o v i s i o n s  so t h a t  s t a t e s
have a vo i ce  in t h e  d e t e r m i n a t i o n  of tax e f f o r t .
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The unemployment insurance system in the United States is administered as 
a partnership of the federal end state governments. Employers contribute a 
portion of the i r  payroll to both the federal end state partners. Contribu­
t ions to the federal government ere used for program administration and for 
unemployment compensation for which the federal government is  l i a b le .  Con­
tr ibut ions  to state governments are used only for payment of unemployment 
compensat i on.

In r e c en t  y e a r s , t h e  f e d e r a l  unemployment i n su r a n c e  t ax  has been 3.4 percent  
of  t h e  f i r s t  S6,000 pa id  t o  each employee in each c a l e n d a r  y e a r .  However, 
employers  could  r e c e i v e  c r e d i t  f o r  c o n t r i b u t i o n s  made t o  an approved s t a t e  
unemployment i n s u r a n c e  program.  These t a x  c r e d i t s  could  reduce employers '  
ne t  f e d e r a l  c o n t r i b u t i o n  t o  .7 pe r cen t  of t h e  f i r s t  86,000 paid t o  each 
employee i n  each y e a r ,  o r  S^2 d o l l a r s  per  employee.  Each s t a t e  was f r e e  t o  
s e t  a " t a x  hese  ( t h e  amount of e a r n i n c s  s u b j e c t  t o  s t a t e  t a x )  and c o n t r i b u t i o n  
r a t e s  which i t  deemed s u f f i c i e n t  t o  suppor t  t h e  unemployment compensat ion 
pa id  t h ro u gh  i t s  own program.  However, f u l l  f ed e ra l  c r e d i t  could be ob ta ined  
by e l l  employers  in a s t a t e  only i f  the  t a x  base was a t  l e a s t  86,000 and t he  
h i g h e s t  s t a t e  c o n t r i b u t i o n  ret.e was at  l e a s t  2.7 p e r c e n t .  A l a s k a ' s  t ax  base 
in  1983 i s  8?0,2Dn,  and Alaska employers pay s t a t e  r a t e s  t h a t  range from 1.0 
p e r c e n t  t o  3 . 8  p e r c e n t .

REVISIONS TO THE CONTRIBUTION SYSTEM UNDER TEFRA

C o n t r i b u t i o n s  t o  the  unemployment insurance  system in r ecen t  yea r s  have 
p r ov i d e d  i n s u f f i c i e n t  a d m i n i s t r a t i v e  funds and have s e r i o u s l y  under f inanced  
b e n e f i t  pavments in many s t a t e s .  I t  was i n  t h i s  con t ex t  of i nadequa t e  federa l  
a d m i n i s t r a t i v e  funds  and i n s o l v e n t  s t a t e  t r u s t  funds t h a t  system changes 
were made by t he  Tax Equi ty and Fiscal  R e s p o n s i b i l i t y  Act of 1982 (TEFRA). 
E f f e c t i v e  in  1983,  t h e  f e d e r a l  unemployment i n s u r a n c e  c o n t r i b u t i o n  r a t e  was 
r a i s e d  t o  3 . 5  p e r cen t  and the  federa l  t ax base  was i n c r e a s e d  t o  87,000.  
The p r o v i s i o n  f o r  a f e d e r a l  t ax  c r e d i t  of  2.7 ; pe rcen t  ... f o r  c o n t r i b u t i o n s  t o  
an approved s t a t e  program was unchanged,  <-o c o n t r i b u t i o n s  t o  the  federa l  
government  by employers  e l i g i b l e  for f u l l  f ede ra l  t ax  c r e d i t s  were i n c rea sed  
by 814 t o  856 per  employee per  y e a r .

The 1983 7EFF:A changes  a l s o  had an impact on s t a t e  f i n an c i n g  of  unemployment 
compens a t i on .  In t h o s e  s t a t e s  which use the  f e d e r a l  t a x  base as t h e  amount 
of  ea r r i inos  s u b j e c t  t o  s t a t e  t a x ,  the a c cep t ance  of a h igher  t ax  base can 
i n c r e a s e  revenue t o  s t a t e  unempl oyment i n s u r anc e  pr oorams.



TEFRA el so included revisions scheduled for imp! ementetion in 1985. In thct 
veer,  the feoerel contribution rete wil l  increase from the current 3.5 percent 
to e rete of 6.2 percent. Simul taneously, the potentiel federal tax credit 
for contributions to state programs will be increased to 5 .A percent. These 
changes appear to leave employers' "let rate of contributions to the federal 
Government unchanged (from the 1983 le v e l )  at .8 percent of each employee's 
f i r s t  S7,nnn Of earnings, or $56 per employee per year.

IMPACT OF REVISIONS EFFECTIVE IN 1985

Al though t h e  1985 7E"RA r e v i s i o n s  ma i n t a in  t h e  $56 per y e a r  ne t  f ede ra l  
unemployment i n s u r a n c e  c o n t r i b u t i o n  t h a t  is  c u r r e n t l y  a p p l i c a b l e  and t h e r e f o r e  
appea r  t o  have no e f f e c t  on employer s '  c o s t s ,  t h a t  appearance  i s  d e ce p t i v e .
The r e v i s i o n s  e f f e c t i v e  i n  1985 f o r ce  s t a t e s  wi th maximum s t a t e  c o n t r i b u t i o n  
r a t e s  of  l e s s  t h an  5 . A p e rc e n t  t o  choose between 1) i n c r e a s i n g  t h e i r  maximum 
s t a t e  c o n t r i b u t i o n  r a t e  t o  a t  l e a s t  5 . A p e rc e n t  or  ?) a l l owi ng  some employers 
i n  t h e  s t a t e  t o  l o s e  f e d e r a l  t a x  c r e d i t s . 1 Loss of f e d e r a l  t a x  ci e d i t s  would 
cause  a f f e c t e d  employers  t o  pay a d d i t i o n a l  f e d e r a l  t a x e s  for  su pp or t  of t he  
unemployment i n s u r a n c e  sys tem.

The 1983 TEFRA changes  were c l e a r l y  des igned  t o  i n c r e a s e  c o n t r i b u t i o n s  for  
both a d m i n i s t r a t i v e  pu rposes  and f o r  s t a t e  b e n e f i t  t r u s t  f u nd s ,  but t h e  1965 
changes  l e a v e  t h e  net  f e d e r a l  c o n t r i b u t i o n s  unchanged and ,'ere c l e a r l y  des igned  
t o  encourage  s t a t e s  t o  t ak e  a d d i t i o n a l  a c t i o n  t h a t  wi l l  i n c r e a s e  t h e i r  tax 
c o l l e c t i o n  e f f o r t s . ’. Alaska s u p p o r t s  na t i on a l  e f f o r t s  t o  improve t h e  f i s c a l  
i n t e g r i t y  of  t h e  unempl oyment i n su r a n c e  sys t em,  but  we s t r o n g l y  o b j e c t  t o  
t h e  way--in which t h e  1985 TEFRA r e v i s i o n s  ad d r e s s  t h e  problem of i n s o l v e n t  /' 
s t a t e  t r u s t  f unds .

Al though some s t a t e s  or groups of employers may have seen n a t i o n a l  l e g i s l a t i o n  
as an a t t r a c t i v e  a l t e r n a t i v e  t o  s t a t e  a c t i o n ,  we do not  b e l i e v e  t h a t  t h e  1985 
TEFRA r e v i s i o n s  wi l l  s i g n i f i c a n t l y  reduce t h e  number of s t a t e s  wi th  i n s o l v e n t  
t r u s t  f unds .  I n so l vency  occur s  when b e n e f i t s  exceed c o n t r i b u t i o n s .  The 
s t a t e s  t hems e l ves  have been g i v e n - - e n d  should  r e t  a ’i n - - t h e  a b i l i t y  t o  implement 
a b e n e f i t  s c he d u l e  of t h e i r  own cho ice .  Along wi th  t h a t  f reedom comes the  
r e s p o n s i b i l i t y  t o  implement  an e x pe r i e n c e  r a t i n g  system t h a t  wi l l  adequa t e l y

^ S e c t i o n  2302(a)  of  t h e  Federal  Unemployment Tax Act (FUTA) a l l ows  c r e d i t  
a g a i n s t  f e d e r a l  t a x  l i a b i l i t i e s  for  amounts a c t u a l l y  pa id t o  an approved 
s t a t e  unemployment i n su r a n c e  program. Sec t ion  2302(b)  of  FUlA pr ov i des  an 
employer  w i t h  a d d i t i o n a l  c r e d i t  a g a i n s t  t h e  t ax  fo r  the  d i f f e r e n c e  between 
a c t u a l  payments t o  a s t a t e  sys l em and t h e  amount he would have pa id "i* 
t h r o u g h o u t  t h e  t a x a b l e  ye a r  he had been s u b j e c t  under such S t a t e  law io the  
h i g h e s t  r a t e  a p p l i e d  t h e r e u n d e r  in  such 32-month pe r i od  t o  any person 
hav ing  i n d i v i d u a l s  in h i s  employ,  or  t o  a r a t e  of 5. A p e r c e n t ,  whichever  
r a t e  i s  l o w e r . "  Unless a s t a t e  has a t a x  r a t e  of a t  l e a s t  5 . A pe rcen t  a f t e r  
398A, some employers  a r e  l i k e l y  t o  l o s e  a d d i t i o n a l  c r e d i t s  p r ov i ded  by s e c t i o n  
33 02 ( b ) .



support the chosen level of benef its .  We ere convinced that tax collection 
e f fo r t s  depend on the amount of earnings subject to tax as well as the 
rate at which those earnings are taxed. The T985 TEFRA revis ions address 
tax rates but ignore the equally important function of the tax base. Fur­
ther ,  the revis ions do not appear to address the problem of solvency where 
that problem neeos to be addressed.

Ef fect  on States

I f  the intent of the 1985 TEFRA revisions was to encourage increased tax 
co l lect ion e f fo r ts  by those states which have fa i led  to provide the co l lec­
tions necessary to finance unemployment compensation, the leg is la t ion
c le a r ly  f a i l s  to f u l f i l l  i t s  objective. I f  the le g is la t io n  does encourage
increased tax co l lect ion e f fo r t s ,  i t  wil l oo so primarily in those states 
that have the leas t  need to generate additional co l lec t ions .  In addition, 
the le g i s la t io n  may have the unintended effect  of encouraging states to 
reverse f i s c a l l y  responsible acts of the past.

According to figures published by the Nevada Employment Security Department, 
20 states already had maximum tax rates greater than 5 .A percent in 1982.

' ].f the TEFRA revisions requiring a 5.4 percent tax rate had been effect ive 
in that year ,  only those states with maximum tax rates below 5.4 percent 
would have been affected. Table 3 shows that Alaska i s  one of the 30 
states effected by the 1985 TEFRA revis ions.

The s ign if icance of th is  observaton does not l i e  in the number of states
affected hy the rev is ions ,  but in which states are affected. Thirteen
of the 20 states whicn would not be affected by the federal revisions have 
insolvent state t rust  funds:. ]n addition, only one of those 20 states has a

E x p e r i e n c e  r a t i n g  i s  a s y s t e m  whereby e mp l o y e r s  a r e  a s s i o n e n  r e d u c e d  
c o n t r i b u t i o n  r a t e s  i f  t h e y  d e m o n s t r a t e  a h i s t o r y  o f  l ow unemployment  r i s k
f o r  t h e i r  e m p l o y e e s .  T h e o r e t i c a l l y ,  e x p e r i e n c e  r a t i n g  s h o u l d  i n c r e a s e  
e m p l o y e r s '  m o t i v a t i o n  t o  s t a b i l i z e  employment  end t o  m o n i t o r  t h e  c l a i m s  o f  
t h e  u n e mp l o y e d .  When b e n e f i t  p a y o u t  i s  h i g h  and t h e r e  i s  a need  f o r  a d d i ­
t i o n a l  t a x  c o l l e c t i o n s ,  s t a t e s  w i t h  a l o w  t a x  b a s e  mus t  p l a c e  more and
more e m p l o y e r s  i n  h i g h e r  t a x  b r a c k e t s .  As e mp l o y e r s  c rowd i n t o  t h e  h i g h e r  
t a x  b r a c k e t s ,  t h e  e x p e r i e n c e  r a t i n g  c o n c e p t  i s  e r o d e d ;  a good r e c o r d  o f  
unempl oyment  r i s k  has  d i m i n i s h e d  i n f l u e n c e  on t a x  r a t e s  when e l l  e mp l o y e r s  
a r e  a t  or  n e a r  t h e  t o p  of  t h e  t a x  r a t e  s c h e d u l e .

We r e a l i z e  t h a t  some s t a t e s  may f a c e  g r e a t  d i f f i c u l t y  i n  moving  t a x  i n ­
c r e a s e s  t h r o u g h  s t a t e  l e g i s l a t u r e s  end t h a t  s t a t e s  may t h e r e f o r e  p a s s i v e l y  
a w a i t  f e d e r a l  " m a n d a t e s "  t o  i n c r e a s e  t a x e s .  We a l s o  r e a l i z e  t h a t  t h e  
s i m p l e  s o l u t i o n  t o  t h e  e r o s i o n  of  e x p e r i e n c e  r e t i n g - - i n c < - e a s i n g  t h e  t a x  
b a s e - - i s  u n p o p u l a r  i n  t h e  m a j o r i t y  of  s l a t e s  whi ch  s t i l l  use  t h e  a n t i q u a t e d  
" r e s e r v e  r a t i o "  e x p e r i e n c e  r a t i n g  s y s t e m .  (A m a t h e m a t i c a l  q u i r k  i n  t h a t  
r a t e - m a k i n g  f o r m u l a  c a u s e s  t a x  r a t e s  t o  r i s e  when t h e  t a x  b a s e  i s  i n c r e a s e d . )  
However ,  we b e l i e v e  t h a t  a d j u s t m e n t s  t o  e x p e r i e n c e  r a t i n g  s y s t e m s  s h o u l d
be made by m e  i n d i v i d u a l  s t a t e s ,  no t  by t h e  f e d e r a l  g o v e r n m e n t .



TAOLF. 1

6
0

oo.

M a x  i m u m  T a x  R  o I o
P i r t i n l  On T q k nl> I v P  n y  r o I I

K m  I u e V y 
Ml c h ■ 7 o n V i  i  I V i r g i n i a
0 * I q * o r «

u I h 0 o V o I a M I n w < » o t q 
T  ! i c o m  I n
1 i n n n  i l l
V I r 7 I n I o U o n o t h u n  I I a 
P « n n » / l v p n i o  Mq n  II<ynj> % h i r »
I 0-* oM i -  J « H i y
J r V o f l i o i
fJ h o<1 » I « 1 and
r. a n a » C I  ! c u tMo n t h  C a r o l i n a
I l l i n o i s
V < r m n  n t  
0  < o r ij I o H u  Y o  r V
Ma r  | h  O n V o l o  
M n r y I o n it 
M a i n *
A I o i l i a  
Oh I oII o ■» o i i
T I o  f I ri o
0 O I o I o rl o 
U o a ' . a n o  
>11 l  ■ o ii r i 
K n n I o »
I I I *  Mi  » I ; o  
Col  ! I 0 1 n i fl 
W y am I n 7
S o u t h  C CJ r <7 I I  n n 
T f  * a 1
Mi  1 1 I 1 1 i p p •
1 d q h 0
A I o b omo 
0  r ■* 7 q n M t b r q i H q  
M » v q 4  0 L o u t  1 I a n t  I n d i a n a  OKI  o h om a  t t a i h l n g l o n  
UI  oh  A r I t a a a

in.um.iu >...■»■« jtiiiCTirA'rt.ri'o«>’)8Frtorr.yT»«T».trT»'.t.tt«i7»<>n;ffW.-nwiTirfJfAi>K»t»n.Anpi.'i!t7MHHT>n»w m t r  
lwyarrirnr«̂ iv»iAniy»nAtBT?.,ncrn7TOTffttwir..w»nnnn3t>!yAm»qn m Ti.iunTi.’;ffr.'n<ixiiq v . 0 0 \• K r . r v r . ^ i ^ v ^ r r : . } n t .rgm . i m w u M n irnmg rm r o  0 . S O  : ■mr

iTinTr.’iTOOTnhffmarPTTat'AtPWTTa'frrrrwt; totht; r.'.mTOii-iwirti'VT'tt ar̂ ranjrtTA 
|»iwACTCtinm.ir.'.iy.,[TbrTsrCT»»rncrtpgHT3t.V',rBai,t;'.>ffi'ii»Ht7d«wnirr.TF«wii8 /. 7 0 
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tax base greater than $9,000 end only three hcye £ ra t io  of t ru s t  fund bal­
ance to total waoes that exceeds one percent." Of the 20 states that wouid 
be effected by the rev is ions ,  only three ere insolvent ,  eight have c tax base
greater then $9,000 end 15 have e ratio of t rus t  fund belence to total wages 
that exceeds one percent.

C le a r ly ,  the leg is la ted  attempt to increase tax col lect ion e f fo r ts  f a i l s  tu 
e f fect  the majority of states that have demonstrated by the i r  insolvency 
that increased revenue is  necessary. The law does af fect  many states which 
have a t rust  fund of a size that indicates that acoitional collection ef forts  
are unnecessary. Further, the lew affects many states that have responded
to the neeo for increased tax collections by increasing the ir  tax base as an
a lte rnat ive  (or supplement) to increased tax rates.

For those states that have already raised the i r  tax base above the federal 
tax base in order to keep pace with increases in wages and unemployment 
compensation, the federal revisions ere pa r t icu la r ly  ,troubl esome. The new
federal law may be counterproductive because i t  encourages states to reverse 
the f i s t a l l v  responsible act of increasing the ir  tax base. Although we mildly 
object to the law because i t  f a i l s  to encourage f isca l  responsib i l i ty  where 
a need for such respons ib i l i ty  has be'-n demonstrated, we believe that the 
indirect  encouragment for states to lower the ir  tax bases is  unconscionable. 
Lower tax bases diminish the a b i l i t y  of states to control total tax revenue 
end can dis tort  an otherwise equitable distr ibut ion of program costs.

Effect on Employers

Adoption of a maximum unemployment tax r e t e  of a t  l e a s t  5.4 pe rcen t  i s  a 
s t a t e  o p t i o n .  I f  a s t a t e  f a i l s  t o  implement  a t ax  r a t e  a t  or above t h a t  
l e v e l ,  some employers  in t h a t  s t a t e  may l o s e  a p o r t i o n  of t h e  a d d i t i o na l  
c r e d i t s  g r a n t e d  by s e c t i o n  3302(b)  of  the  Federal  Unemployment Tax Act (FUTA).
The a t t a c h e d  t a b l e  shows the  cos t  t o  s e l e c t e d  Alaska employers under the  c u r ­
r en t  c o n t r i b u t i o n  r a t e  s chedule  and under t he  f o l l o w in g  s c e n a r i o s  a p p l i c a b l e  
a f t e r  19S£ : 1) A . i s k a ' s  maximum tax r a t e  remains a t  3 . 8  p e r c e n t ;  arid 2)
Alaska adopts  c 5 .4  pe rcen t  maximum t a x  r a t e  wi th no change in the  t ax
base .  The impact  of t h e s e  s c e n a r i o s  on v a r i o u s  c roup:  of employers is
Summarized below.

low Wage/Low Rate Employers

Employers wh oay annual wages u m e r  S7,000 and c o n t r i b u t e  a t  t he  minimum 
s t a t e  t - ' - r a t e  wi l l  be s t r o n g l y  a f f e c t e d  i f  t h e  s t a t e  does not adopt  a
b. * peTcent  maximum t ax  r a t e .  These employers  would l o s e  federa l  t ax
c r e d i t s  and t hus  pay a d d i t i o n a l  f e d e r a l  t a x e s .  The maximum a d d i t i o n a l  
f e d e r a l  t ax  would be $112 per  employee fo r  employers,  paying annual 
wages of  57 ,000.  In Alaska ,  t r a d e  and s e r v i c e  employers  t end  t o  be in 
t h i s  c a t e g o r y .

"The r a t i o  of t r u s t  fund ba l ance  t o  t o t a l  wages i s  a measure of  t he  adequacy 
of  t h e  t r u s t  fund.  The one pe rcen t  l e v e l  i s  a r b i t r a r y .  All f i g u r e s  con­
c e r n i n g  t a x  r a t e s  and t ax  bases  ere  f o r  1982, t he  l a t e s t  ye a r  for  which 
da t e  a r e  a v a i l a b l e .
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Federal Taxes
Current

56Normal Tax n 2A AO B6 56 56 56 56
Additional Tax 0 0 0 0 0 0 0 0 0

After 19MA
Normal Tax n 2 A AO 56 56 56 56 56 56
Additional Tax 16 All no 112 7 A 36 0 0 0

B.A% After I ORA
Normal Tax n 2A <10 56 56 56 56 56 56
Additional Tax 

Total Taxes

0 0 0 0 0 0 0 0 0

Winimfim lax Hal,e
Current in BA 00 126 136 1A6 156 166 256
After 19RA 3 A 102 1 70 23n 210 102 156 166 2B6
5 .a% Arier lon/i in BA on 126 136 IA6 156 166 256

Increase** (16) (All) (00) (112) (/A) (36) 0 0 0
Maximum Tax Hale
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After iora 02 1116 310 A3A A 3A A3A A 36 A/A BIG
6. /IT. ATI or- 19RA 62 106 310 A3A Ann 5A2 506 650 1,136

Increase** 0 0 0 0 BA ion 160 176 320

‘ Contributions under current law assume a state fax base of 120,200 and a max imum state tax rate of 3.

**" increase" refers to ndcl i tional taxes owed l>y employers i r  the state Adopts a maximum fax rate of 5. AX 
a f te r  ion/1, negative numbers show savings associated with adopting a maximum tax rate of 5.A% re la t ive  
to retaining the current law after  1ORd.



Low U e g e / H i c h  Rate Employers

Employers who pay annual wages under $7,000 but contribute ct the 
maximum state tax rate would pay increased taxes regardless of which 
a l te rna t ive  is  chosen. Contributions to the state by th is  croup of 
employers would, of course, be higher i f  the maximum state tax rate 
were increased to 5.4 percent. However, the increased state contribu­
tion under a 5.4 percent state tax rate would be the seme amount that 
would be paid in additional federal taxes i f  a 5.4 percent state tax 
rate were not adopted. The sum of federal end state contributions 
would therefore be the same for th i s  group of employers whether or 
not the state adepts a 5.4 percent maximum tax rate. Although total 
contributions would be unchanged, a larger share of total contributions 
would go to the feoeral government i f  the state does not adopt a 
maximum state tax rate of 5.4 percent. In Alaska, many f ish  processors 
are in th is  croup of employers.

Hi oh Wage Employers ;

Linder A l a s k a ' s  c u r r e n t  maximum t ax  r a t e  of 3 . 8  p e r c e n t ,  employers 
paying annual  average  wages of  at  l e a s t  $1 0 ,000 would ea rn  s u f f i c i e n t  
f ede ra l  t a x  c r e d i t s  t o  o f f s e t  t he  l o s s  of t ax  c r e d i t s  on wages below 
$7,000.  That i s ,  t h e r e  would be no ne t  l o s s  of f ede ra l  t ax  c r e o i t s - -  
and no a d d i t i o n a l  f e d e r a l  t a x e s  owed--bv t h e s e  employers even i f  t he  
s t a t e  does not  adopt  a 5.* pe rcen t  maximum t ax  r a t e .  I f  t he  s t a t e  
does adopt  a 5.4 p e r ce n t  maximum t a x  r a t e ,  ' t h e  amount of s t a t e  con­
t r i b u t i o n s  owed would depend on the  t a x  base  adopted by t h e  s t a t e  and 
t h e  t a x  r a t e  a s s i g n e d  t o  t he  employer .

For t h o s e  employers  paying annual average  wages between $7,000 and 
$1 0 , 000 ,  t o t a l  c o n t r i b u t i o n s  can d e c l i n e  as wages i n c r e a s e .  Between 
t h os e  l e v e l s  of  e a r n i n c s ,  t h e  gain i n  f ed e ra l  t ax  c r e d i t  may exceed 
t h e  h i g he r  t a x e s  owed t o  t h e  s t a t e .  (See a t t a c h e d  t a b l e . )

Impact ori t he  Equi ty  of t h e  S t a t e  Program

Alaska f a c e s  no s i g n i f i c a n t  t e c h n i c a l  problems in  a d o ; t i n g  a 5.4 percen t  
S t a t e  t ax  r a t e ;  our o b j e c t i o n s  t o  the  1585 TEFRA r e v i s i o n s  focus on t h e  
camace t o  A l a s k a ' s  "user  pay" ph i losophy  of  f i n a n c i a l  suppor t  r or  unemploy­
ment compensa t i on .  As t h e  a t t a c h e d  t a b l e  shows,  adop t ion  of a 5.4 pe rcen t  
s t a t e  t a x  r a t e  wi l l  r e d i s t r i b u t e  the  t a x  burden among .Alaska employers .

Alaska expended a good deal  of  e f f o r t  t o  deve lop  a c o n t r i b u t i o n  system 
tna.1 f i t s  t h e  needs of  t h e  s t a t e .  In Alaska ,  many high-waoe occupa t i ons  
t end  t o  he s e a s o n a l ,  which a l l ows  employees in t h os e  oc cupa t i ons  t o  c o l l e c t  
unemployment compensa t ion  r e s p i t e  t h e i r  high e a r n i n g s .  Py r a i s i n g  t h e  
t a x  base  whi l e  l o we r in g  t a x  r a t e s ,  Alaska has been ab l e  t o  r e d i s t r i b u t e  
program c o s t s  so t h a t  employers  in hi ch-waoe ,  seasonal  i n d u s t r i e s  c o n t r i ­
bu t e  a p p r o x im a t e l y  as much as employees in t h o s e  i n d u s t r i e s  draw in unemploy­
ment compensa t i on .

A d o p t i o n  o f  a 5 . 4  p e r c e n t  s t a t e  t a x  r a t e  w i t h o u t  a c o r r e s p o n d i n g  r e d u c t i o n  
i n  t h e  t a x  b a s e  would c a u s e  Al a s ka  t o  c o l l e c t  c o n t r i b u t i o n s  t h a t  a r e  u n ­
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necessary. Alaska's benefit  payment account i s  coequale and our contribu­
t ion system i s  designed to protect the f inancia l  in teg r i ty  of the fund in 
the future .  Alaska has accepted the respons ib i l i ty  of providing adequate 
funds for unempl oyment compensation and current ly  co l lec ts  a maximum tax 
over twice as large as the S378 annual contribution that the feoeral re­
vis ions attempt to encourage. Unless adoption of c 5.4 percent state tax 
rate is  accompanied by a corresponding reduction in the state tax base, 
potential employer contributions at the maximum rate would increase by 42 
percent to nearly S I , 100 per employee per year. 3n order to avoid th is  
unnecessary drain on the state economy, Alaska may be forced to reduce i t s
tax base.

A reduced tax base is objectionable net only because i t  implies acceptance
of the federal view that tax e f fo r t  can be measured by :ex r ?tes instead 
of by tax rates and tax base in combination, but also because a reduced 
tax base would introduce serious problems of equity . The above discussion 
mentioned that the tax oase can be used to red istr ibute the tax burden 
among employers. A lower tax base in Alaska would disturb the balance we 
have achieved in th is  area.

)n addit ion,  a reduction in the state tax base would disturb the balance 
between benefit e l i g i b i l i t y  and taxes paid. Unless the tax base is  equal 
to the amount of wages that are used to compute the amount of weekly com­
pensation a claimant may rece ive ,  the system is  unbalanced. I f  the tax 
base exceeds the earnings used to determin? benefit e l i g i b i l i t y ,  tax°s ere
being paid on wages that cannot contribute !o claimants' compensation. 
I f  the tax base i s  set at a level be'l ow the amount of earnings used to
determine benefit e l i g i b i l i t y ,  compensation is being paid on wages that 
have no correspondi ng tax l i a b i l i t y .

] f  the Alaska Employment Security Act had been revised to ensure a maximum 
tax rate of 5.4 percent in 1982 under the current rate formula, adequate
co l lect ions would have been obtained at a tax base of 533,^00. Alaska's
benefit schedule currently  reaches a maximum at 536,000 in annual earnings 
and the state i s  preparing leg is la t ion  to extend the schedule to 520,200, 
which is the 3983 -state tax base. The options for designing a benefit 
schedule that peaks at 532,^00 in annual earnings ere not a t t rac t ive  to
the s tate .

Impact on Program Costs

The costs associated with the decision to adopt a 5.4 perct.it state tax rate 
are d i f f i c u l t  to estimate because there are many options and the cost of 
each option may change over time. One approach is to examine the effects of 
retaining the current law. Under th is  approach, i t  is  clear that some em­
ployers wil l  lose federal tax credits  and w i l l  therefore have greater federal 
tax l i a b i l i t y  i f  a 5 .*  percent maximum state tax rate is not adopted. 
This option could drain an additional 52 mi l l ion  per year from employers 
in Alaska. The aoditional contributions would go ent i re ly  to the federal 
government.

j f  Alaska does adopt ? 5.4 percent state tax ra te ,  any additional contr i­
butions would go to the state trust  fund rather than to the federal govern­
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ment .  There e r e  severa l  o p t i o n s  t h a t  could  m a i n t a i n  t o t a l  s t a t e  c o l l e c t i o n s  
a t  t h e  c u r r e n t  l e v e l ,  but  a l l  of t h e  o p t i o n s  r e d i s t r i b u t e  the  t ax  burden among
Alaska empl oye r s .  3n summery, f a i l u r e  t o  adopt  a 5.4 pe rcen t  maximum s t a t e  
t a x  r a t e  wi l l  r e d i s t r i b u t e  t h e  t a x  buroen among employers  i.nd i n c r e a s e  t o t a l  
c o n t r i b u t i o n s ,  whi l e  t h e  impact  of  adop t i ng  a 5 .4  p e r c e n t  maximum s t a t e  t a x  
r a t e  may be l i m i t e d  t o  a r e d i s t r i b u t i o n  of t he  t a x  burden.

OPTIONS FOR ACTION'

Under c u r r e n t  f e d e r a l  l aw a "no a c t i o n "  op t i on  would cos t  Alasxa employers 
er. e s t i m a t e d  S2 m i l l i o n  per  ye a r  in i n c r e a s e d  c o n t r i b u t i o n s  t o  t he  f ede ra l  
Government .  Uni e s s  i t  can be shown t h a t  a "no a c t i o n "  op t ion  i s  p r e f e r a b l e  
t o  t h e  d i s t o r t i o n  t h a t  would be i n t r o d u c e d  by a d op t i ng  a 5.4 pe rcen t  s t a t e  
t a x  r a t e ,  f a i l u r e  t o  a c t  i s  obv ious ly  not  an ec onomi c a l l y  a t t r a c t i v e  op t ion .

Another  o p t i o n  i s  t o  work t o  enac t  a change in f e d e r a l  l aw t h a t  wi l l  r ecognize  
A l a s k a ' s  t a x  c o l l e c t i o n  e f f o r t s  end wi l l  r e v i s e  t he  c r i t e r i a  Tor o b t a i n i ng  
f e d e r a l  t a x  c r e d i t s .  This o p t i o n  i s  c l e a r l y  p r e f e r a b l e  t o  t h e  "no a c t i o n "  
a l t e r n a t i v e ,  but  t h e r e  i s  l i m i t e d  t ime t o  enac t  r e v i s e d  l e g i s l a t i o n  before  
t h e  scheduled  impl e men t a t i on  da t e  of 1985.

P r i o r  t o  t h e  i mp lemen ta t i on  d a t e ,  t he  s t a t e  may wish t o  examine a l t e r n a t i v e s  
t h a t  meet t h e  r eq u i r e me n t s  of  t he  law t o  de t e rmine  which a l t e r n a t i v e  i n t r o ­
duces  the  l e a s t  amount of  d i s t o r t i o n  t o  t h e  p r e s e n t  sys tem.  S t a t e  a c t i o n  in 
t h i s  d i r e c t i o n  need not  p r e c l u d e  a t t emp t s  to  r e v i s e  t h e  f ede ra l  c r i t e r i a .  
Some o p t i o n s  f o r  s t a t e  a c t i o n  a re  d i s c u s s e d  below.

] ncl uoe Employee C o n t r i b u t i o n s  in the  D e f i n i t i o n  of Tax Ef fo r t

Alaska i s  one of t h r e e  s t a t e s  in which employees c o n t r i b u t e  t o  the  unemploy­
ment i n s u r a n c e  sys tem.  In Alaska ,  employees p rov i de  18 percer*-. uf t he  c o n t r i ­
b u t i o n s  t o  t he  s t a t e  t r u s t  fund.  Desp i t e  t h i s  s i g n i f i c a n t  supp or t ,  the  
Feoeral  Unemployment Tex Act does not r ecogn i ze  empl oyee c o n t r i b u t i o n s  as c 
p e n  cf A l a s k a ' s  t ax  e f f o r t  for  purposes  of d e t e r m i n i n g  normal federa l  t ax
c r e d i t s .  The Act does ,  however ,  i n c l u d e  employee c o n t r i b u t i o n s  in t he  
d e f i n i t i o n  of "employer  c o n t r i b u t i o n  r e t e "  for  purposes  of de t e rmin i ng  federa l  
t ax  c r e d i t s  in t h o s e  s t a t e s  t h a t  have i n s o l v e n t  s t a t e  t r u s t  funds and have 
o u t s t a n d i n g  advances under  T i t l e  XI] of t h e  Social  S e c u r i t y  Act.

] f  employee c o n t r i b u t i o n s  were i nc l ud ed  for  normal FUTA t ax  c r e d i t  pu rposes ,  
The impact  cf  i n c r e a s i n g  A l a s k a ' s  maximum tax r a t e  t o  5.4 p e rc e n t  would be 

d i m i n i s h e d  by about  o n e - t h i r d .  S t a t e  a c t i o n  to c o n s o l i d a t e  employer and 
employee c o n t r i b u t i o n s  might  f ace  a l e g a l  c h a l l e n g e  i f  ■•■the employee c o n t r i ­
b u t i o n  were t h en  i n t e r p r e t e d  as c deduc t i on  f r c n  employees '  paychecks fo r
t h e  purpose  of paying employer s '  t a x e s .  A b e t t e r  approach toward t h e  coal 
cm a c h i e v i n g  r e c o g n i t i o n  of employee c o n t r i b u t i o n s  i s  t o  p i sh  for  a r e v i s i o n  
of f ed e r a l  law so t h a t  t h e  r u l e s  conce rn ing  employee c o n t r i b u t i o n s  are  a p p l i e d  
c o n s i s t e n t l y ,  whatever  t h e  approach on t h i s  i s s u e ,  a c t i o n  t aken  t o  ensure  
r e c o g n i t i o n  of employee c o n t r i b u t i o n s  can be used in combinat ion wi t h ,  
r a t h e r  t h an  as a s u b s t i t u t e  f o r .  o t he r  a c t i o n s  d i s c u s s e d  below.



As s i gn the M a x i m u m  Rate only to Delinguent Employers

Federal law may allow fu l l  federal tax c red its  to employers in those states 
that charge a 5.4 percent rate to some or all  delinquent employers, even 
i f  no other employers are charged that rate .  Section 3302(b) of the Federal 
Unemployment Tax "Act (FUTA) states that e l l  employers in a state may be 
e l io ib le  for fu l l  federal tax credits  i f  the maximum state tax rate is  at. 
le a s t  C.4 percent (a f te r  1984) and any reouced tax ta les  .meet the c r i t e r ia  
of Section 3303. The provision allows employers to claim federal tax 
c red its  each year as i f  they had been subject under state law to "the 
hiohest rate applied thereunder in such 32-month period to any person 
"navi nc i noi vi oua i s in nis empioy, or to a rate of 5.4 percent, wnichever 
rate .is lower." (Emphasis added.)

Section 3303 of FUTA discusses c r i t e r ia  for  assigning reduced contribution 
ra tes .  That provision says that for a pooled benefit payment account such 
as ex is ts  in Alaska, a "taxpayer shall be allowed an additional credit 
under section 3302(b) with respect to any reduced rate of contributions 
permitted by State lew" i f  reduced tax rates ere assigned solely  "on the 
basis of- his (or th e i r )  experience with respect to unemployment or other 
factors hearing a direct re lat ion to unemployment r i s k . "

The implication of these provisions is  that al l  employers could be assigned 
a standard tax rate of 5.4 percent, with reductions from .that rate assigned 
to non-delinouent employers on the same basis as i s  currently  accepted by 
the Secretary of labor for rate assignments in Alaska. The 5.4 percent
tax rate would then be the standard rate and c^y reductions from that
rate would be based on an accepted experience rating system. The fact-
that some employers would be ■ineligible for reduced tax rates because of 
the i r  delinquent status i s  i r re le va n t ;  the law does not require states to 
grant reduced ra tes ,  i t  requires only that no reduced rates be granted
unless they are based solely  on employers' experience with respect to 
unemployment or other factors oearino a d i rect  re lat ionship to unemployment 
r i s k .  This option appears to meet the legal c r i t e r i a  for obtaining the
additional tax credits  allowed under the Federal Unempl cyme nt Tax Act. 

Add a Rate Class with a 5 4 Percent Rate

Addition of a rate c lass  to Alaska's experience rating system is  a potential 
solution to the problem of assigning a 5 . 4  percent state tax rate .  As an 
example, rate c lass  2d could be redefined to include employers whose 
payroll consis ts  of^A.gg percent of total statewide payroll instead of the 
current .5 percent. Employers with the remaining .03 percent cf total

“ Alaska's experience rating system currently  includes 20 rate c lasses ,  
each containing f ive  percent of total statewide payro l l .  Starting with
employers with the best unemployment experience, employers are pla.ed in 
rate c lass  3 (lowest tax rate) until f ive  percent of total statewide
payroll is  accounted fo r .  The next-best-ranked employers are placed in 
rate c lass  2 unti l  i t  also contains employers whose total payroll equals 
f ive  percent of total statewide payrol l .  This continues through al l  20 
rate cl asses.



statewide payroll would then be assigned to (the new) rate class 21. 
Employers in" that rate cl ess would be assigned a contribution rate of 5.4 
percent. This a l te rn a t ive  would probably effect fewer employers than the 
option discussed above part icu la r ly  i f  delinquent employers were no 
longer assigned the hignest tax rate on the rate schedule.

The above options would introduce minimal d istort ion to the current program, 
but the i r  legal support should be examined before implementing them. Other 
options involving adjustments to the state tax base could ensure a state 
tax rate of 5.4 percent while maintaining secure legal standing. The most 
actrec t ive  option i s  to work toward a revision of federal law; that option 
would cause no d istort ion and would leave no grc-ncs for legal challenge.

RECOMMENDED REVISIONS TO FEDERAL l AW

This paper has shown that tax e f fo r t  can be measured • only by considering 
both the amount of wages subject to tax and the tax rate applied to those 
wages:. The 1985 TEFRA revis ions focus only on tax rates and therefore 
penalize those states that have increased the ir  tax e f fo r ts  by increasing 
the state tax base. Incorporation of provisions s imilar to those adopted 
recently in Public Law 98-21 would substant ia l ly  a l lev ia te  th is  penalty.

Publ i c  Law 98-21 r e v i s e d  t h e  formula for  comput ing the  t ax  e f f o r t  of s t a t e s  
t h a t  have o u t s t a n d i n g  advances  from the  f e d e r a l • government .  The r e v i s e d  
formula  r ec og n i ze s  t he  r o l e  of the  s t a t e  t a x  base  in de t e r mi n i ng  tax e f f o r t  
and may g r a n t  e d c t i o n a l  c r e d i t  t o  employers  in s t a t e s  which have a t a x  
base  h i ghe r  t h a n  t h e  f e d e r a l  t ax  base.

K  a s i m i l a r  p r o v i s i o n  were a p p l i e d  t o  t h e  t ax  c r e d i t s  a v a i l a b l e  t o  t h o s e  
s t a t e s  wi thou t  i n s o l v e n t  s t a t e  t r u s t  f u n d s ,  t h e  p e n a l t i e s  ( in  the  form of 
l o s t  f e d e r a l  t a x  c r e d i t s )  s chedu l ed  t o  t a k e  e f f e c t  in  1985 would be d e ­
c r e a s e d ,  but  a problem would s t i l l  e x i s t .  The problem r e l a t e s  t o  t he  
a m o u n t  of t a x  e f f o r t  t h a t  i s  r e q u i r e d  i n  a s t a t e .  S t a t e s  wi th  l i b e r a l  
b e n e f i t  p r o v i s i o n s  ob v i o u s l y  need a g r e a t e r  t ax  e f f o r t  t han s t a t e s  wi th 
s t r i n g e n t  e l i g i b i l i t y  r eq u i r eme n t s  enc:/ o r  lew l e v e l s  of  unemployment com­
p e n s a t i o n .

The l e v e l  of t ax  e f f o r t  t h a t  i s  adequate  for  a s t a t e  i s  easy t o  de t e rmine ;  
i f  t o t a l  r evenue t o  a s t a t e  t t . s t  fund eq ua l s  or  exceeds b e n e f i t  payments 
in  t h e  l o n g - r u n ,  t ax  e f f o r t  in  t h a t  s t a t e  is  adequa t e .  Determinat ion  of 
t h e  t ax  base and tax r a t e s  used t o  produce t h e  n e ce s sa r y  revenue i s  t he  
r e s p o n s i b i l i t y  of t h e  s t a t e* ' .  When s t a t e s  f a i l  t o  accep t  t h a t  r e s p o n s i ­
b i l i t y .  f e d e r a l  a c t i o n  shoul be t aken .  The number of  s t a t e s  wi th  i n s o l ve n t  
t r u s t  funds i n d i c a t e s  thr-t  f e d e r a l  a c t i o n  i s  needed now. This paper has 
shown, however ,  t h a t  t h e  1985 1EFRA r e v i s i o n s  f a i l  t o  addre ss  t h e  solvency 
problem where i t  needs t o  be addressed .

A p r o v i s i o n  t h a t  bases  f e d e r a l  t a x  c r e d i t s  on aoeouacy of c o n t r i b u t i o n s  
r a t h e r  t h a n  s imply on maximum t a x  r a t e s  would be f a i r  t o  a l l  s t a t e s  and 
would a l l ow t h e  f l e x i b i l i t y  fo r  s t a t e  a c t i o n  t h a t  i s  n e ce s sa r y  in a t r u e  
p a r t n e r s h i p .  We s t r o n g l y  urge  t h a t  f e d e r a l  law be r e v i s e d  t o  r e f l e c t  t h e  
p r i n c i p l e s  of  e q u i t y  arid f l e x i b i l i t y .



HAINES CHAMBER OF COMMERCE
P.O. BOX 518 

HAINES, ALASKA 99B27

Mar' 3. 81

Senator Richard I. Eliason

The Alaska State Chamber of Commerce has advised us the 

Senate Labor and Commerce Committee has introduced SB-523 

dealing with unemployment Insurance; which increases max­

imum weekly benefits from $ 1 5 6 . 0 0  to $198.00 per week.

With the economy in a poor state in our area, the feeling 

of small business is that a raise at this time is inadvis­

able.

We do not understand how this raise could decrease any­

thing for the small business man, contrary to labors st^nd.

We would like to see this bill tabled for the present.

Sincerly,

Jane Bell
Ex. Sec. Chamber of Commerce

NORTHERN OATEWAY TO THE ALASKA MARINE HIGHWAY HOME OF THE FAMOUS CHILKAT DANCERS



M a r c h  2 9 ,  1 9 8 4

D e a r  Rtc - W x r d

T h i s  is c o n c e r n i n g  the p r o p o s e d  l e g i s l a t i o n  SB  525. R e g a r d i n g  the 
d e n i a l  of u n e m p l o y m e n t  c o m p e n s a t i o n  for the n i n e  and ten m o n t h  
c l a s s i f i e d  e m p l o y e e s  o f  the s c h o o l  d i s t r i c t .

We w o u l d  li k e  to s t a t e  o u r  o b j e c t i o n s  to th i s  l e g i s l a t i o n :

1) We  a r e  n o t  e m p l o y e d  d u r i n g  the sui "er m o n t h s ,  w h i c h  w o u l d  
m e a n  no i n c o m e .

2) We  are b e i n g  d i s c r i m i n a t e d  a g a i n s t .  O t h e r  e m p l o y e e s  of the 
s c h o o l  d i s t r i c t  a r e  c o v e r e d  or h a v e  the o p t i o n  to be c o v e r e d  
d u r i n g  the full 12 m o n t h  period. We ha v e  no su c h  o p p o r t u n i t y .  
F u r t h e r m o r e ,  no e m p l o y e r  wi l l  hire s o m e o n e  to w o r k  for them 
for ju s t  2 m o n t h s  at a c o m p a r a b l e  pay scale.

3) W e  are b e i n g  s i n g l e d  out as a g r o u p  and b e i n g  d e n i e d  this 
u n e m p l o y m e n t  c o m p e n s a t i o n  wh e n  we pay in to this p r o g r a m  
o u t  o f  our pay c h e c k s .

In c o n c l u s i o n ,  the u n d e r s i g n e d  c l a s s i f i e d  e m p l o y e e s  of the F a i r b a n k s  
S c h o o l  D i s t r i c t  w o u l d  a p p r e c i a t e  y o u r  "NO" vo t e  on the a b o v e  l e g i s­
l a t i o n  .



P.O. Box 1237 
Seward, Alaska 99664 

April 27, 1984

Senator Richard Eliason 
Pouch V
Juneau, Alaska 99811 

Dear Senator:

It has come to my attention that there is a bill before the legislature 
that, among other things, will do away with the classified school employees' 

right to draw unemployment compensation during the summer months.

1 am a single parent and work only 9's months. I prefer to spend my 
summer months with my daughter; however, do work as a substitute in 
clerical positions when there are temporary summer jobs available that 

I can cover. My salary during the 9h working months is not enough to 
be able to save enough to cover expenses during the summer months. I 

do rely on the unemployment compensation in the summertime as I have 
a house payment, car payment, utilities, food, etc. that still need to 

be taken care of. I know there are many other school employees in the 

same situation.

Until two years ago my salary was low enough that my daughter was eligible 

to receive the reduced lunch rate (20c per meal vs. the full price of 

$1.60). My salary now is just above the limit. There are many school 
district employees that still qualify for the free and reduced lunch program.

1 would urge you to vote against any bill that would take .away our righL 

to unemployment compensation.

Thank you for your attention.

Sincerely,

Marilyn K. Pollard



B o x  1 0 9 6

S e w a r d ,  A l a s k a  9 9 6 6 4

Senator Richard Eliason 
Pouch V
Juneau, AK 99811 

Dear Senator:

I understand that Senate Bill 525 (now in Finance Committee) will soon 
be cn the Senate floor. Among other things contained in this bill is a 
clause deleting unemployment benefits for classified school employees 
during the summer months. For the record, and since this bill seems to 
be a perpetual one around the legislature each year, I would like to 
help you understand the plight of 9 and 10 month classified School 
District employees.

As a member of the Kenai Peninsula Borough School District Classified 
Association, I know that our employees have some benefits not enjoyed by 
other school districts, and since this is so, the majority of School 
Districts’ classified employees have a hard lot.

KPBSD classified employees who work 9, 9*s, and 10 months work for lower
than average pay in their respective jobs, receive n£ annual leave,
receive no pay for Christmas vacation, Good Friday, or Spring Break, and 
are scheduled to work only 180 to 210 days per year. Several of the
lower paid employees also work short days; i.e., 6 or 7 hours per day,
which means an additional hardship. We have KPBSD employees whose 

children qualify for reduced lunches.

Knowing these things, and assuming that such wages do not facilitate 
saving enough money to get through the summer, I sincerely hope you will 
not bring further hardship on our people by allowing them to remain 
penniless through the summer months.

Our people do not receive a contract in the spring for return in the 
fall. Instead we receive a paper called "Classified Employees Personnel 
Action", with the words INFORMATIONAL PURPOSES ONLY - NOT A CONTRACT 

firmly emblazoned across the top.

1 am not as familiar as I would like to be with the Anchorage School 
District's agreement with their employees; however, I know it has much 
better benefits than ours, including annual leave. Therefore, perhaps 
the Anchorage Senators are unaware of the plight of other school 
district classified people.

P.S. Take tb" flight of a 6-hour a day assistant cook who works 180 

days a year for a salary of 8.40/hour = under $10,000 per year. This 
/erson may be making a small monthly payment (along with paying the 
rent, food bill, utilities, etc.; How will they get along after 
deductions?

Sincerely

DONNA I.. KOWALSKI. 

Secretary
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( A l a s k a  J f t a i e  l e g i s l a t u r e
S e n a t e

Office of tne President P o u c h  V  
S t a t e  C a p i to l  

J u n e a u ,  A la s k a  99811
Official Buaineao

April 6, 1984

Ms. Jane Eell, Executive Secretary 
Haines Chamber of Commerce 
Box 518
Haines, Alaska 99827 

Dear Ms. Eell:

Thank, you for contacting me regarding SR 525, relatincr to unemployment 
insurance.

Your letter has been forwarded to Senator Eliason, Chair of the Senate 
Labor & Conmerce Committee, for the committee's consideration.

Thank you for letting me know of your concerns.

Sincerely,

JK/jl/blm



LAUREL A. KENT 
96-A Trinidad St. 

Fairbanks, Alaska 99701

March 29, 1984

The Honorable Richard I. Eliason, Chairman 
Senate Labor and Commerce Committee 
Alaska State Legislature 
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Senator Eliason:

Re SB 525, I find it hard to imagine that responsible state officials would even 
consider passage of such ridiculously foolish legislation. Perhaps you are
unaware of the extensive training required for some of the 9- and 10-month 
positions. Your bill could force extremely valuable and hard to replace people 
to seek employment elsewhere or, alternatively, to lobby for year-round pay 
arrangements equal to that of regular teachers. You also run the risk of
reducing the quality of persons willing to accept these very difficult and often 
thankless jobs.

Passage of your proposed bill would essentially force every employee (most of 
whom 1 ve held these positions for many years and are extremely competent) who
is dependent on a year-round income to reconsider their needs, and you
effectively reduce the labor pool for these positions to only those people who 

c a n’t find any other jobs. Are these the level of people you want to take care 
of your children? How about the more specialized positions, i.e., teacher's 
a^das in special education, where lives could be endangered? Do you want to be 
responsible for risking the loss that could occur through employing less 
competent people?

1 assure you there are many of us who would be placed in untenable positions 
through passage of SB 525 and 1 believe the resulting problem would be ten times 
more costly in the long run. Do yourself a favor, you already look ridiculous 
for allowing SB 525 to be introduced. Kill it now. Surely our state leaders 
have enough imagination and insight to come up with something better than this? 
How about a reduced salary spread over 12 months? It would solve both problems.

cc: Kenneth Burnley, Superintendent of Schools
Senate Labor and Commerce Committee

1. Bob Mulcahy

2. Fritz Pettyjohn
3. John C. Sackett
4. Patrick Rodey 

Senator Don Bennett 
Senator Bettyc Fahrenkamp 
Senr :or H, Pappy Moss 
Fairbanks Daily News Miner
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S e r r f -  f o fin an ce ,

M a r c h  2 9 ,  1 9 8 4

D e a r  R i c h a r d  I- E l i a s o n ,

T h i s  is c o n c e r n i n g  the p r o p o s e d  l e g i s l a t i o n  SB 525. R e g a r d i n g  the 
d e n i a l  of  u n e m p l o y m e n t  c o m p e n s a t i o n  for the ni n e  and ten m o n t h  
c l a s s i f i e d  e m p l o y e e s  of  the s c h o o l  d i s t r i c t .

We w o u l d  like to s t a t e  our o b j e c t i o n s  to this l e g i s l a t i o n :

1) We are n o t  e m p l o y e d  d u r i n g  the s u m m e r  m o n t h s ,  w h i c h  w o u l d  
m e a n  no i n c ome.

2) We are b e i n g  d i s c r i m i n a t e d  a g a i n s t .  O t h e r  e m p l o y e e s  of the 
s c h o o l  d i s t r i c t  are c o v e r e d  or h a v e  the o p t i o n  to be c o v e r e d  
d u r i n g  the full 12 m o n t h  p e r i o d .  We have no s u c h  o p p o r t u n i t y .  
F u r t h e r m o r e ,  no e m p l o y e r  w i l l  h i r e  s o m e o n e  to w o r k  for them

.for j u s t  2 m o n t h s  at a c o m p a r a b l e  pay scale.

3) We are b e i n g  s i n g l e d  o u t  as a g r o u p  and b e i n g  d e n i e d  this 
u n e m p l o y m e n t  c o m p e n s a t i o n  w h e n  we pay in to this p r o g r a m  
out o f  o u r  pay c h e cks.

In c o n c l u s i o n ,  the u n d e r s i g n e d  c l a s s i f i e d  e m p l o y e e s  of the F a i r b a n k s  
S c h o o l  D i s t r i c t  w o u l d  a p p r e c i a t e  y o u r  "NO" vo t e  on the a b o v e  l e g i s­
l a t i o n  .

S i n c e r e l y ,
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M a r c h  23, 1 9 8 4

S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

and

F a i r b a n k s  A r e a  L e g i s l a t o r s

A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  L e g i s l a t o r ;

T h i s  l e t t e r  is w r i t t e n  to e x p r e s s  m y  c o n c e r n  r e g a r d i n g
S.B. 52b.

T h i s  b i l l  d i s c r i m i n a t e s  a g a i n s t  s c h o o l  d i s t r i c t  e m p l o y e e s .
T h e y  a r e  b e i n g  d e n i e d  by t h i s  b i l l  u n e m p l o y m e n t  b enefits, 
d u r i n g  t h e  s u m m e r  m o n t h s  w h e n  t h e y  a r e  u n e m p l o y e d ,  and 
w i l l i n g  to w o r k .

T h e  b i l l  is c o m p l e t e l y  u n f a i r  s i n g l i n g  out a s e g m e n t  of 

t h e  w o r k  f o r c e .  It is c o n t r a d i c t o r y  in that t h e  e m p l o y e e s  
a r e  d e n i e d  t h e  b e n e f i t  of a y o a r  c r e d i t  in t h e i r  r e t i r e m e n t  

by t h e  S t a t e  of A l a s k a  o n , t h e  o n e  h a n d  ( t h e  S t a t e  by t h i s  
a c t i o n  s a y i n g  t h e y  a r e  u n e m p l o y e d  f o r  2 to 3 m o n t h s  of t h e  
y e a r )  and t h e n  r e v e r s i n g  t h e i r  s t a n d  by s t a t i n g  t h e y  h o v e  a 

12 m o n t h  j o b  a n d  a r e  t h u s  i n e l i g i b l e  for u n e m p l o y m e n t  c o m p -  
en sat i o n .

I am d e e p l y  c o n c e r n e d  that a n y  s u c h  l e g i s l a t i o n  c o u l d  e v e n  
c o m e  o u t  of c o m m i t t e e .  T h i s  b i l l  w o u l d  c r e a t e  an u n d u e  
h a r d s h i p  on m a n y  p e o p l e  w h o  a r e  s o l e  s u p p o r t  of t h e i t  f a m i l i e s  

S o m e  w o u l d  be f o r c e d  to l o o k  for o t h e r  p e r m a n e n t  e m p l o y m e n t .  

T h i s  b i l l  w o u l d  e f f e c t  l o w e r  i n c o m e  p e o p l e  w h i l e  t h o s e  w h o  

e a r n  l a r g e  s a l a r i e s  on t h e  n o r t h  s l o p e  w o u l d  c o n t i n u e  to r e a p  
ben ef it s .

Y o u r  a s s i s t a n c e  in d e f e a t i n g  t h i s  b i l l  is a p p r e c i a t e d .

S i n c e r e l y ,



M a r c h  23, 1 9 8 4

S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

a n d

F a i r b a n k s  A r e a  L e g i s l a t o r s

A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  L e g i s l a t o r ;

T h i s  l e t t e r  is w r i t t e n  to e x p r e s s  m y  c o n c e r n  r e g a r d  ing 
S .B . 525.

T h i s  h i l l  d i s c r i m i n a t e s  a g a i n s t  s c h o o l  d i s t r i c t  e m p l o y e e s .
T h e y  a r e  b e i n g  d e n i e d  by t h i s  b i l l  u n e m p l o y m e n t  b e n e f i t s  

d u r i n g  t h e  s u m m e r  m o n t h s  w h e n  t h e y  a r e  u n e m p l o y e d ,  and 
w i l l i n g  to w o r k .

T h e  b i l l  is c o m p l e t e l y  u n f a i r  s i n g l i n g  o u t  a s e g m e n t  of 

t h e  w o r k  f o r c e .  It is c o n t r a d i c t o r y  in th a t  the e m p l o y e e s  
a r e  d e n i e d  the b e n e f i t  of a y e a r  c r e d i t  in t h e i r  r e t i r e m e n t  

by t h e  S t a t e  of A l a s k a  on, t h e  o n e  h a n d  (the S t a t e  b y  t h i s  
a c t i o n  s a y i n g  t h e y  a r e  u n e m p l o y e d  f o r  2 to 3 m o n t h s  of t h e  
ye a r )  and t h e n  r e v e r s i n g  t h e i r  s t a n d  by s t a t i n g  t h e y  h a v e  a 
1 2  m o n t h  j o b  and a r e  t h u s  i n e l i g i b l e  for u n e m p l o y m e n t  c o m p ­
e n s a t i o n .

I am d e e p l y  c o n c e r n e d  ..hat a n y  s u c h  l e g i s l a t i o n  c o u l d  e v e n  
c o m e  out of c o m m i t t e e .  T h i s  b i l l  w o u l d  c r e a t e  an u n d u e  

h a r d s h i p  on m a n y  p e o p l e  w h o  a r e  s o l e  s u p p o r t  of t h e i r  f a m i l i e s .  

S o m e  w o u l d  be f o r c e d  to l o o k  f o r  o t h e r  p e r m a n e n t  e m p l o y m e n t .  

This b i l l  w o u l d  e f f e c t  l o w e r  i n c o m e  p e o p l e  w h i l e  t h o s e  who 

e a r n  l a r g e  s a l a r i e s  on the n o r t h  s l o p e  w o u l d  c o n t i n u e  to r e a p  
b e n e f  it s .

Y o u r  a s s i s t a n c e  in d e f e a t i n g  t h i s  b i l l  is a p p r e c i a t e d .

S i n c e r e l y ,



M a r c h  2L, 1 9 8 4

S.R. Box 6 0 6 0 0  
F a i r b a n k s ,  A k  99701

S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e  
and
F a i r b a n k s  A r e a  L e g i s l a t o r s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V (MS 3100)
J u n e a u ,  A l a s k a  99811

D e a r  L e g i s l a t o r :

I am  w r i t i n g  to e x p r e s s  my c o n c e r n  r e g a r d i n g
3. B. 525.

T h i s  bill d i s c r i m i n a t e s  a g a i n s t  school d i s t r i c t  
e m p l o y e e s .  T h e y  are b e i n g  d e n i e d  by this bill 
u n e m p l o y m e n t  b e n e f i t s  d u r i n g  the s u m m e r  m o u t h s  
w h e n  they are u n e m p l o y e d .

T h e  bill Is c o m p l e t e l y  u n f a i r  s i n g l i n g  out a s e g m e n t  
of the w o r k  force. It is c o n t r a d i c t o r y  in that the 
e m p l o y e e s  are d e n i e d  the b e n e f i t  of a y e a r  c r e d i t  in 
t h e i r  r e t i r e m e n t  by the s t ate of A l a s k a  on the one 
h a n d  (the s tate by this a c t i o n  s a y i n g  they are u n e m p l o y e d  
for 2 to 3 m o n t h s  of the year) and then r e v e r s i n g  t h e i r  
s t and by s t a t i n g  they h a v e  a 12 m o n t h  job and are thus 
i n e l i g i b l e  for u n e m p l o y m e n t  c o m p e n s a t i o n .

I am  d e e p l y  c o n c e r n e d  that any su c h  l e g i s l a t i o n  c o u l d  
e v e n  c o m e  out of c o m m i t t e e .  T h i s  bill w o u l d  c r e a t e  an 
u n d u e  h a r d s h i p  o n  m a n y  p e o p l e  w h o  are sole s u p port of 
t h e i r  families. S o m e  w o u l d  bo fo r c e d  to look for o t h e r  
p e r m a n e n t  e m p l o y m e n t .  Th i s  bill w o u l d  a f f e c t  lower 
i n c o m e  p e o p l e  w h i l e  those w h o  e a r n  large s a l a r i e s  on the 
n o r t h  s l o p e  w o u l d  c o n t i n u e  to r e a p  b e n e fits.

Y o u r  a s s i s t a n c e  in d e f e a t i n g  t h i s  b i l l  is a p p r e c i a t e d .

S L n c e r e l y ,



L i n d a  B o i s s e a u  
706 24th. A v e n u e  
F a i r b a n k s ,  A l a s k a  
99701

S e n a t e  L a b o r  and
C o m m e r c e  C o m m i t t e e  

C h a i r p e r s o n  R i c h a r d  Elic.son 
P o u c h  V  (MS 3100)
J u n e a u ,  A l a s k a  
99811

D e a r  Mr. E l i a s o n :

P l e a s e  find e n c l o s e d  t h r e e  l e t t e r s  t h a t  I h a v e  s e n t  
to m y  l e g i s l a t u r e s ,  c o n c e r n i n g  SB 523. i h a v e  u r g e d  t h e m  
all to v o t e  N O  on  t h a t  s p e c i f i c  b i ll, as I feel it is m o s t  
u n f air.

T h a n k - y o u  for y o u r  time.

S i n c e r e l y ,

L i n d a  B o i s s e a u



L i n d a  B o i s s e a u  
706 2 4 t h . A v e n u e  
F a i r b a n k s ,  A l a s k a  
99701

S e n a t o r  D o n  B e n n e t t  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
J u n e a u ,A l a s k a  
99811

D e a r  S e n a t o r  B e n n e t t :

S e n a t e  Bill 5 2 5 , w h i c h  h a s  b e e n  i n t r o d u c e d  b y  the 
S e n a t e  a n d  C o m m e r c e  C o m m i t t e e  is a n o t h e r  a t t e m p t  at ' 
d e n y i n g  b e n e f i t s  to s e l e c t  p e r s o n s  w o r k i n g  in the s c h o o l  
d i s t r i c t .  S p e c i f i c a l l y , n i n e  and ten m o n t h  C l a s s i f i e d  
E m p l o y e e s .

I a m  t h e  C o m m u n i t y  S c h o o l  M o n i t o r  for D e n a l i  E l e l e m t a r y  
S c h o o l ,  h e r e  in F a i r b a n k s .  I m a k e  the s a l a r y  of $ 9 . 0 4  an 
hour, nnd m a n a g e  to c l e a r  $ 4 8 4 . 3 3  e v e r y  o t h e r  w e e k . I f  I a m  
^denied u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the p e r i o d  of time 
t-chool is n o t  in s e s s i o n ,  t h e n  f e e d i n g  m y  f a m i l y , m a y  be 
h a r d e r  th e n  it is at the p r e s e n t .

If o n e  s e e k s  e m p l o y m e n t  d u r i n g  the s u m m e r , i t  is u s u a l l y  
n o t  a t e m p o r a r y  p o s i t i o n ,b u t  a p e r m a n e n t  one. C o n s i d e r a t i o n  
on or for a n y  jobs a e  t h e n  c u t  d o w n  to l i t e r a l l y  non e x i s t e n c e  

C l a s s i f i e d  E m p ] n y e e s  in the s c h o o l  d i s t r i c t  d o  n o t  h a v e  
t h e  s a m e  b e n e f i t s  as the C e r t i f i e d  E m p l o y e e s , w i t h  u n d e r s t a n d i n g  
B u t  t h e r e  a r e  m a n y  d i s c r e p t i o n i e s ;

C E R T I F I E D  E M P L O Y E E S
A r e  p a i d  for the e n t i r e  s c h o o l  year, w h i l e  m a n y  o n l y  

w o r k  n i n e  m o n t h s .
T h e i r  n i n e  m o n t h s  c o u n t  as a full y e a r  t o w a r d s  t h e i r  
r e t i r e m e n t .
T h e i r  p e r s o n a l  l e a v e  is c a r r i e d  o v e r  f r o m  y e a r  to year. 
T h e y  a r e  not f o r c e d  to use. it up b e f o r e  t h e  c l o s e  of the 
s c h o o l  y e a r  o r  l o s e  it.
C L A S S I F I E D  E M P L O Y E E S
A r e  not p a i d  for e n t i r e  year. O n l y  for t h e  n i n e  or 
ten m o n t h  p o s i t i o n .
T h e i r  n i n e  or  ten m o n t h s  s e r v i c e  c o u n t s  as o n l y  n i n e  or 
ten m o n t h s  s e r v i c e ,  n o t  an e n t i r e  year.
O u r  p e r s o n a l  l e a v e  has to be u s e d  up  b e f o r e  t h e  c l o s e  
of  the sc h o o l  y e ar, or  it is lost. W e  a r e  not a l l o w e d  to 
c a r r y  it o v e r  o n e  y e a r  to the next.
S i n c e  w e  do  o u r  jobs, w e  w o u l d  like to h a v e  the 

o p p o r t u n i t y  to d r a w  u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the 
p e r i o d  t h a t  s c h o o l  is n o t  in ses s i o n .

P l e a s e  v o t e  N O  on SB  5 2 5 . T h a n k - y o u  for y o u r  t i m e  
on t h i s  m a t t e r .
S i n c e r e l y ,

(XJU.Uju-'
L i n d a  B o i s s e a u



L i n d a  B o i s s e a u  
706 24th. A v e n u e  
F a i r b a n k s ,  A l a s k a  
99701

S e n a t o r  P a p p y  M o s s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (3100)
J u n e a u ,  A l a s k a  
99811

D e a r  S e n a t o r  M o ss:
S e n a t e  B i l l  525, w h i c h  has b e e n  i n t r o d u c e d  by the 

S e n a t e  a n d  C o m m e r c e  C o m m i t t e e ,  is a n o t h e r  a t t e m p t  at 
d e n y i n g  b e n e f i t s  to s e l e c t  p e r s o n s  w o r k i n g  in t h e  school 
d i s t r i c t .  S p e c i f i c a l l y ,  t h e  n i n e  a n d  ten m o n t h  C l a s s i f i e d  
E m p l o y e e s .

I a m  t h e  C o m m u n i t y  S c h o o l  M o n i t o r ,  for D e n a l i  
E l e m e n t a r y  S c h o o l ,  h e r e  in F a i r b a n k s .  I m a k e  the s a l a r y  of 
$ 9.04 an h o ur, a n d  m a n a g e  to c l e a r  $ 4 8 4 . 3 3  e v e r y  o t h e r  week.
If I a m  d e n i e d  u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the p e r i o d  
that s c h o o l  is n o t  in s e s s i o n ,  t h e n  f e e d i n g  m y  family, m a y  

'’’be h a r d e r  t h a n  it is at the p r e s e n t .
If o n e  s e e k s  s u m m e r  e m p l o y m e n t ,  it is u s u a l l y  not a 

t e m p o r a r y  p o s i t i o n ,  b u t  a p e r m a n e n t  o n e . ( i f  y o u  c a n  find one) 
C o n s i d e r a t i o n  on o r  for a n y  job a r e  then c u t  d o w n  to l i t e r a l l y  
n o n - e x i s t e n c e .

C l a s s i f i e d  E m p l o y e e s  in the sc h o o l  d i s t r i c t  d o  n>t h a v e  
t h e  s a m e  b e n e f i t s  as the C e r t i f i e d  E m p l o y e e s ,  w i t h  u n d e r -  
s t a n d i n a .  B u t  t h e r e  a r e  m a n y  d i s c r e p t i o n i e s .
C E R T I F I E D  E M P L O Y E E S

A r e  p a i d  for the e n t i r e  sc h o o l  year, w h i l e  m a n y  only 
w o r k  n i n e  m o n t h s .

T h e i r  n i n e  m o n t h s  a r e  c o u n t e d  as a full y e a r  t o w a r d s  t h e i r  
r e t i r e m e n t .

T h e i r  p e r s o n a l  l e a v e  is c a r r i e d  o v e r  f r o m  o n e  y e a r  to 
the next.
C L A S S I F I E D  E M P L O Y E E S

A r e  p a i d  o n l y  for t h e i r  n i n e  or ten m o n t h s  o f  w o r k . T h e y  r e l y  
on the u n e m p l o y m e n t  c o m p e n s a t i o n  for t h e i r  t i m e  o f f  in the 
s u m m e r .

T h e i r  n i n e  or  ten m o n t h s  of s e r v i c e  c o u n t s  o n l y  as 
n i n e  or  t e n  m o n t h s  t o w a r d  t h e i r  r e t i r e m e n t .

T h e i r  p e r s o n a l  l e a v e  is not c a r r i e d  o v e r  f r o m  y e a r  to year. 
T h e y  a r e  r e q u i r e d  to t a k e  it b e f o r e  the c l o s e  of the s c h o o l  
y e a r  or l o s e  i t . ( T h r e e  d a y s  of p e r s o n a l  leave)

S i n c e  w e  d o  o u r  jobs, w e  w o u l d  li k e  to h a v e  the 
o p p o r t u n i t y  to d r a w  u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the 
p e r i o d  t h a t  s c h o o l  is not in session.

P l e a s e ,  v o t e  N O  o n  SB525. T h a n k - y o u  for y o u r  ti m e  
on t h i s  m a t t e r .

S i n c e r e l y

L i n d a  B o i s s e a u



L i n d a  B o i s s e a u  
706 2 4 t h . A v e n u e  
F a i r b a n k s ,  A l a s k a  
99701

S e n a t o r  B e t t y  F a h r e n k a m p  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
J u n e a u ,  A l a s k a  
99811

D e a r  S e n a t o r  F a h r e n k a m p :
S e n a t e  B i l l  525, w h i c h  has b e e n  i n t r o d u c e d  b y  the 

S e n a t e  and C o m m e r c e  C o m m i t t e e ,  is a n o t h e r  a t t e m p t  at 
d e n y i n g  b e n e f i t s  to s e l e c t  p e r s o n s  w o r k i n g  in the s c h o o l  
d i s t r i c t .  S p e c i f i c a l l y ,  t h e  n i n e  and ten m o n t h  C l a s s i f i e d  
E m p l o y e e s .

I a m  the C o m m u n i t y  S c h o o l  M o n i t o r , f o r  D e n a l i  E l e m e n­
tar y  S c h ool, h e r e  in F a i r b a n k s .  I m a k e  the s a l a r y  of $9.04 
an hour, and m a n a g e  to c l e a r  $ 4 8 4 . 3 3  e v e r y  o t h e r  w e e k .  If 
I a m  d e n i e d  u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the p e r i o d  of 
t i m e  s c h o o l  is n o t  in ses s i o n ,  then f e e d i n g  m y  f a m ily, m a y  
be  h a r d e r  th e n  it is at the p r esent. 

r If o n e  s e e k s  s u m m e r  e m p l o y m e n t ,  it is u s u a l l y  n o t a
t e m p o r a r y  p o s i t i o n ,  b u t  a p e r m a n e n t  one. C o n s i d e r a t i o n  on 
or for a n y  job a r e  t h e n  c u t  d o w n  to l i t e r a l l y  r o n - e x i s t e n c e .

C l a s s i f i e d  E m p l o y e e s  in the s c h o o l  d i s t r i c t  d o  n o t  have 
the sa m e  b e n e f i t s  as the C e r t i f i e d  E m p l o y e e s  w i t h  u n d e r­
stan d i n g .  B u t  t h e r e  are m a n y  d i s c r e p t i o n i e s ;
C E R T I F I E D  E M P L O Y E E S

A r e  p a i d  for t h e  e n t i r e  sc h o o l  year, w h i l e  m a n y  o n l y  
w o r k  n i n e  m o n t h s .

T h e i r  n i n e  m o n t h s  c o u n t s  as a full y e a r  t o w a r d s  t h e i r  
r e t i r e m e n t .

T h e i r  p e r s o n a l  l e a v e  is c a r r i e d  o v e r  f r o m  y e a r  to year.
C L A S S I F I E D  E M P L O Y E ES__

A r e  p a i d  o n l y  for the n i n e  or  ten m o n t h s  t h e y  w o r k . T h e y  
r e l y  on u n e m p l o y m e n t  c o m p e n s a t i o n  for t h e i r  t i m e  off.

T h e i r  n i n e  or ten m o n t h  s e r v i c e  c o u n t s  as o n l y  n i n e  or 
ten m o n t h s  t o w a r d  t h e i r  r e t i r e m e n t .

T h e i r  p e r s o n a l  l e a v e  is not c a r r i e d  o v e r  f r o m  y e a r  to 
year. T h e y  h a v e  to use it up  b e f o r e  e a c h  s c h o o l  y e a r  is over.

S i n c e  w e  do o u r  jobs, w e  w o u l d  l i k e  to h a v e  the 
o p p o r t u n i t y  to d r a w  u n e m p l o y m e n t  c o m p e n s a t i o n  d u r i n g  the 
p e r i o d  that s c h o o l  is n o t  in session.

P l e a s e  v o t e  N O  on SB 5 2 5 . T h a n k - y o u  for y o u r  ti m e  
on th i s  m a t t e r .

S i n c e r e l y ,

L i n d a  B o i s s e a u



M arch 20 3 1984
Alaska S ta te  L e g is la t iv e  
Pouch V (MS 3100)
Juneau3 Ak. 99811

Dear R ich a rd  I .  E lia so n

I  have been working f o r  the Fa irbanks North S ta r  Borough S ch oo l 
D i s t r i c t  s in ce  1975 o r  a to ta l  o f  n ine (9 ) yea rs3 and am a me.mber 
o f  The C la s s i f ie d  Personnel O rganization .

Every  yea r f o r  these  p a s t n ine (9 ) years I  have been asked to  s ign  
an " in ten t"  form  s ta t in g  ( in  w r it in g ) th a t I  do in te n d  to  re tu rn  to  
my jo b  the fo llo w in g  s ch o o l year. While I  am asked to s ig n  th is  form  
to  guarantee my jo b 3 I  have never been asked to s ig n  a c o n tr a c t .

Each sp r in g  when s ch o o l i s  ou t I  do not have a jo b  f o r  the next 
fo llo w in g  2% months u n t i l  s ch o o l resumes in  the f a l l .  As a r e s u l t  
I  have no income f o r  th a t p e r io d  o f  time. I  FIND I T  IMPOSSIBLE TO 
LIV E  WITHOUT ANY INCOME DURING THESE 2% MONTHS. However3 I  a lso  
f in d  i t  im possib le  to  g e t work in  imj f i e l d  f o r  such a sh o r t  time as 
I  am s t i l l  co n s id e re d  jo b  a tta ch e d , and employers are r e lu c ta n t  to 
h ir e  someone f o r  th a t leng th  o f  time.

I t  seems to  me the problem  co u ld  be re so lve d  i f  employees such as 
m yse lf were g iven  an o p tio n  o f  r e ce iv in g  th e i r  pay on a 12 month b a s is

I  s tro n g ly  re se n t the p o s it io n  taken tha t unemployment b e n e f i ts  be 
denied  me.

PLEASE3 vo te  a g a in s t SB 525.

S in c e r e ly 3

C h a r lo tte  J ,  Budy 
P. 0. Box 284 
Fa irbanks3 Alaska 99707



SR Box 40025 
1319 Summit Drive 
Fairbanks, AK 99701

April 10. 1984

Richard I .  El iason, Chairperson 
Senate Labor and Commerece Committee 
Alaska State Legislature 
Pouch V
Juneau, AK 99811 

Dear Mr. Eliason,

This le t te r  is written in support of SB 525 which would make i t  impossible

for 9 and 10 month employees of school systems to be e l ig ib le  for unemployment

compensation during the summer.

I myself am a 10 month administrative secretary of an elementary school 

in Fairbanks. Previous to that,  I was a 12 month secretary in the personnel 

department for the same school d i s t r i c t .  While in my previous position, part 

of my duties included processing the hundreds of unemployment compensation 

forms that passed through our o ff ices .  With each one I would become more and 

more angry.

The large majority of people who accept 9 and 10 month positions do so 

that they may enjoy the summers o f f .  How can they then turn around and f i l e  

for unemployment? I f  they need the money du r i i "  the summer, then let them 

find employment. These people supposedly go on a work l i s t  and are called for 

positions for which they qualify - they may turn down the job and s t i l l  con­

tinue to receive the ir  unemployment i f  the job offered pays loss than their  

current position. We are paid good wages and with se/iority. these temporary 

jobs are almost always paid less.

Several of my co-workers say that the money is there because of the current

law, and thus they w i l l  take advantage of i t .  I feel this  is wrong and so

is the current law.

I waited for 8 years for the opportunity to transfer to a 10 month position 

so that I could have the summers off  to enjoy with my family. Yes. I took 

a pay cut , but that was my decision. I f  you qr.-ried the 9 and 10 month employees, 

I bet you would find very few who would move to a 12 month position. Why 

should they when the state makes i t  easy for them to stay home in the summer,
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enjoy the weather, and each week collect an unemployment check?

The money wasted on th is  current situation could so much benefit other 

areas, such as direct support for education in the classroom.

Thank you for taking the time to read my le t te r .  I feel th is  is a 

long needed change in the current law.

Sincerely.
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March 20, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

This is in response to the question you asked during your meeting with 
Jack Shay, Director of the Employment Security Divis ion, on March 16.
My s ta f f  has compared the benefit increase proposed in SB 525 to the 
1930 law change. However, because of ihe many other changes implemented 
in 1980, and changes in the extended benefit program since then, i t  is 
d i f f i c u l t  to isolate the issues and provide comparable f igures. As a 
result  of the changes, several assumptions had to be incorporated into 
the- model used to derive the co.ct estimates. Some estimates are out­
lined below.

1979
benefit schedule

1983
benefit schedule

Percent
Change

Employer Contributions $64.2 mil 1 ion $73.5 mill ion 14.5%

Employee Contributions ;14 .0  mill ion $16.1 mil l ion 15.0%

Benefits Paid Out of 
Trust Fund $71.5 mill ion $85.4 mill ion 19.4%

Average Weekly Benefit 
Amount $87.58 $134.40 53.5%

The original cost projection provided in 1980 estimated that the average 
weekly benefit amount would increase 51%, and that the variable duration 
concept would p ar t ia l ly  offset this  for a net increase of 27%. Since

0 7  C .9 L H



Honorable Richard Eliason -  2 - March 20, 1984

1980, changes affecting the extended benefit program plus a different 
economic picture have resulted in an actual increase of 19.4%. With the 
benefit increase proposed in SB 525 the increased cost is  projected at 
14%.

I f  you have any questions please contact me.

Si ncorplv.

Jim Robison 
Commissioner
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D E P A R T M E N T  O F  L A B O R

O F F IC E  O F  T H E  C O M M IS S IO N E R

BILL SHEFFIELD, GOVERNOR

P.O. B O X  1149 
J U N E A U ,  A L A S K A  99802

p h o n e : (907) 465-2700

March 14, 1984

The Honorable Richard Eliason 
Chairman Senate Labor and 

Commerce Committee 
Pouch V
Juneau. Alaska 99811 

Dear Senator Eliason:

This i s  in reply to the questions asked by the Senate Labor and Commerce 
Committee on March 13 concerning SB 525, the unemployment insurance b i l l .

Question: What w i l l  be the total cost to employers and employees i f  we
raise maximum benefits from $156 to $198 per week?

As indicated during the hearing, the employer rates are projected to decline 
af ter  1984 (even with an increase in benefits ) ;  however, the rates w i l l  not 
go down as fas t  when benefits are raised. The tax base is  also expected to 
increase somewhat. The projected tax base figures were compiled by the 
Research and Analysis section of the Department and re f le c t  an approximate 
increase of 2̂  percent annually. The net resu lt  is  projected as:

Maximum
Tax Empl oyer Employee Total Cost of Increase

Year Base Tax Ra te Tax Rate To Employers to Employees
w/o/mcr. w/incr. w/o/incr. w/i ncr.

1985 $22,600 4.08% 4.08% .6% .6% $ 0 $ 0
1986 23,000 3.84 4.02 .5 .6 3.7 mill ion .8 mill ion
1987 23,600 3.70 4.03 .5 .6 7.1 mill ion 1.5 mill ion
1938 24,500 3.42 3.90 .5 .5 10.3 mill ion 2.3 mil l ion

Question: What sections of the b i l l  are conformity items with the Federal
Government?

Sections 8 and 11 are conformity items. Sections 2 and 3, while not s t r i c t l y  
conformity items, are necessary to have our law relate to tht federal FUTA 
law and save employers in this  state between $1.5 and $2.0 mi.'lion annually 
in increased FUTA taxes.
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The Honorable Richard Elison -2- March 14, 1984

Question: Do you have information on firms affected by Sections 2 and 3 of
the b i l l ?

Yes, the enclosed l i s t in g  ident i f ies  the industry make-up of the 163 firms 
potentia lly  e l ig ib le  for the 21st rate c lass .  I f  th is  law change had been in 
ef fect  currently ,  i t  would have affected 163 employers in 1983 for a total 
increase of $2,800, or an average of $17 per employer. In 1984, i t  would not 
have affected any employers in the state.

I hope this answers the questions posed by your committee. We w i l l  respond 
to the query from Senator Pettyjohn concerning tax base period calculations 
in a separate memorandum. I f  you need additional information, please contact 
me.

Sincerely ,

Jim Robison 
Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A "21 ST RATE CLASS"

Major Industry Division

Agric. Forestry Fisheries 
Mining
Construction 
Food Processing 
Wood Products 
Transp-Commun-Pcbl ic U t i l .  
Wholesale Trade 
Retail Trade
Finance Insur-Real Estate
Services
Government
Unspecified

Number of Employers

4
51
4
1
9

10
15
10
49



Bill Sheffield, Governor

P O U C H  K  -  STA T E  CAPITOL 
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P H O N E :  !907l 485-3600

D e c e m b e r  5, 1983

TO: H o n o r a b l e  B i l l  S h e f f i e l d
G o v e r n o r

A t t o r n e y  G e n e r a l

RE: A t t a c h e d  b i l l  o n  e m p l o y m e n t  i n s u r a n c e
O u r  file: 3 7 7 - 0 4 3 - 8 4

A t t a c h e d  is a b i l l  c o n t a i n i n g  c h a n g e s  to the u n e m p l o y­
me n t  i n s u r a n c e  s t a t u t e s  in A S  23.20. T h e  c h a n g e s  w e r e  d e v e l o p e d  
b y  the D e p a r t m e n t  of L a b o r  and for the m o s t  p a r t  are in r e s p o n s e  
to c h a n g e s  a n d  r e q u i r e m e n t s  of  the f e d e r a l  s t a t u t e s  u n d e r  w h i c h  
the d e p a r t m e n t  o p e r a t e s  the u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m  
A l a ska.

T h e  b i l l  c o n t a i n s  o t h e r  " h o u s e k e e p i n g "  m e a s u r e s ,  i n­
cl u d i n g  the p r o v i s i o n  for e f f e c t i v e  d a t e s  for c e r t a i n  sections, 
a g a i n  in o r d e r  to c o n f o r m  to e f f e c t i v e  d a t e s  for f e d e r a l  r e­
qu i r e m e n t s  in the u n e m p l o y m e n t  i n s u r a n c e  program.

A  d r a f t  t r a n s m i t t a l  l e t t e r  to the legislature;, e x­
p l a i n i n g  the b i l l  in m o r e  detail, is a l s o  attac h e d .

N C G : G I A : b a p

cc w / e n c . : H o n o r a b l e  J a m e s  R o b i s o n
C o m m i s s i o n e r  
D e p a r t m e n t  of  L a b o r
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#  •
D R A F T

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to u n e m­

p l o y m e n t  ins u r a n c e .  In l a rge p a r t  this b i l l  is a r e s p o n s e  

to c h a n g e s  in f e d e r a l  r e q u i r e m e n t s  for the o p e r a t i o n  of 

A l a s k a ' s  U n e m p l o y m e n t  I n s u r a n c e  Program.

S e c t i o n  1 of  the b i l l  i n v o l v e s  the t r a i n i n g  a n d  b u i l d i n g  

f u n d  c r e a t e d  u n d e r  AS 23. 2 0 . 1 3 0 .  S t a t e  l a w  p r e s e n t l y  r e ­

qu i r e s  that a n y  u n o b l i g a t e d  m o n e y  in e x c e s s  o f  $ 1 0 0 , 0 0 0  in 

the f u n d  m u s t  be t r a n s f e r r e d  to the U n e m p l o y m e n t  T r u s t  

F u n d  on the last day of the f i s c a l  year. O f t e n  the l e g i s­

la t u r e  does o b l i g a t e  that e x c e s s  mo n e y ,  b u t  j u s t  a? often, 

the b i l l  a c c o m p l i s h i n g  that: a c t i o n  is n o t  s i g n e d  into lav? 

u n t i l  a f t e r  the end of the f i s c a l  year. T h e r e f o r e ,  b y  the 

ti m e  a b i l l  is s i g n e d  o b l i g a t i n g  the money, it has t e c h n i­

c a l l y  a l r e a d y  p a s s e d  into the U n e m p l o y m e n t  T r u s t  Fund. B y  

p r o v i d i n g  a 3 0 - d a y  " g r a c e  p e r i o d "  f o l l o w i n g  the last day 

of  e a c h  f i s c a l  year, this p r o b l e m  s h o u l d  not arise.

S e c t i o n s  2 a n d  3 of this b i l l  are in r e s p o n s e  to certaii 

19 8 2  a m e n d m e n t s  to the F e d e r a l  U n e m p l o y m e n t  T a x  A c t  

(FUTA), e f f e c t i v e  J a n u a r y  1, 1985. U n d e r  the a m e n d e d  v e r­

si o n  o f  the FUTA, e m p l o y e r s  in the S t a t e  of A l a s k a  w i l l  

no t  r e c e i v e  a full c r e d i t  for the c o n t r i b u t i o n s  m a d e  to 

the s t a t e  u n e m p l o y m e n t  fu n d  u n l e s s  s t a t e  l a w  i n c l u d e s  a 

m a x i m u m  tax r a t e  of at l east 5.4 p e r c e n t ,  a t a x  r a t e  w h i c h
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m u s t  a c t u a l l y  b e  a s s e s s e d  a g a i n s t  a t  l e a s t  o n e  e m p l o y e r  i n  

t h e  s t a t e .  S e c t i o n s  2 a n d  3 w i l l  c r e a t e  t h a t  s t a n d a r d  

r a t e  a n d  i d e n t i f y  a  c l a s s  o f  e m p l o y e r s  w h i c h  a r e  a s s e s s e d  

t h a t  r a t e ,  t h u s  i n s u r i n g  t h a t  a l l  e m p l o y e r s  i n  t h e  S t a t e  

o f  A l a s k a  c a n  r e c e i v e  t h e  f u l l  c r e d i t  f o r  t h e i r  c o n t r i b u ­

t i o n s  t o  t h e  s t a t e  u n e m p l o y m e n t  t r u s t  f u n d .

S e c t i o n  A o f  t h e  b i l l  w i l l  am end  AS 2 3 . 2 0 . 3 5 0 ( d )  b y  i n ­

c r e a s i n g  t h e  maximum u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t  a m o u n t  

t o  $ 1 98  p e r  w e e k ,  n o t  i n c l u d i n g  a n  a l l o w a n c e  f o r  d e p e n ­

d e n t s .  T h i s  i n c r e a s e  w i l l  p r o v i d e  a p p r o x i m a t e l y  

t w o - t h i r d s  o f  u n e m p l o y m e n t  i n s u r a n c e  c l a i m a n t s  w i t h  a  r e ­

p l a c e m e n t  o f  a t  l e a s t  50 p e r c e n t  o f  t h e i r  a v e r a g e  w e e k l y  

w a g e s .  T h e s e  i n c r e a s e s  w e r e  d e v e l o p e d  i n  o r d e r  co f i g h t  

t h e  i m p a c t  o f  i n f l a t i o n  a n d  t o  m o re  c l o s e l y  p a r a l l e l  s u g ­

g e s t e d  f e d e r a l  b e n e f i t  a d e q u a c y  g u i d e l i n e s  f o r  w ag e  r e ­

p l a c e m e n t  .

S e c t i o n s  5 a n d  6 o f  t h e  b i l l  r e w r i t e  AS 2 3 . 2 0 . 3 5 0 ( f ) ,  

w h i c h  p r o v i d e s  f o r  a n  a l l o w a n c e  f o r  d e p e n d e n t s  i n  a d d i t i o n  

t o  a  w e e k l y  u n e m p l o y m e n t  b e n e f i t  a m o u n t .  The  a m o u n t  o f  

t h e  a l l o w a n c e  f o r  d e p e n d e n t s  r e m a i n s  u n c h a n g e d .  The  

a m e n d m e n t s  c o n t a i n e d  i n  s e c .  5 w i l l  p e r m i t  t h e  D e p a r t m e n t  

o f  L a b o r  t o  a d m i n i s t e r  t h e  p r o g r a m  i n  a  m a n n e r  m o re  l i k e l y  

t o  a c c o m p l i s h  i t s  p u r p o s e ,  i . e . ,  t o  p r o v i d e  a d d i t i o n a l  

w ag e  r e p l a c e m e n t  i n c o m e  t o  c l a i m a n t s  w i t h  d e p e n d e n t s .  The  

p r e s e n t  lav ;  a r t i f i c i a l l y  a n d  p e r h a p s  u n r e a s o n a b l y



r e s t r i c t s  c e r t a i n  c l a i m a n t s  f r o m  o b t a i n i n g  t h e  b e n e f i t s  o f  

t h e  a l l o w a n c e  f o r  d e p e n d e n t s .

The  a m e n d m e n t  w i l l  p e r m i t  a n  a l l o w a n c e  f o r  d e p e n d e n t s  t o  

b e  p a i d  t o  a  c l a i m a n t  h a v i n g  p h y s i c a l  c u s t o d y  o f  a  c h i l d  

o r  t o  a  c l a i m a n t  who p r o v i d e s  o v e r  50 p e r c e n t  o f  s u p p o r t  

f o r  t h e  c h i l d .  I f  two c l a i m a n t s  q u a l i f y  t o  c l a i m  t h e  a l ­

l o w a n c e ,  i t  w i l l  b e  p a i d  t o  t h e  c l a i m a n t  who p r o v i d e s  o v e r  

50 p e r c e n t  o f  s u p p o r t .  I n  a d d i t i o n ,  u n l i k e  u n d e r  p r e s e n t  

l a w ,  a  c l a i m a n t  n e e d  n o t  c l a i m  t h e  a l l o w a n c e  f o r  d e p e n ­

d e n t s  w hen  h e  o r  s h e  f i r s t  f i l e s  a  c l a i m  f o r  u n e m p l o y m e n t  

b e n e f i t s .  The  b i l l  d o e s  c o n t i n u e  t o  p r o h i b i t  t h e  a l l o w ­

a n c e  f o r  d e p e n d e n t s  f r o m  b e i n g  c l a i m e d  b y  m o re  t h a n  o n e  

i n d i v i d u a l .

Wendy Dimond v .  D e p a r t m e n t  o f  L a b o r ,  S t a t e  o f  A l a s k a , 

1 J U - 8 3 - 3 4 1  C i v i l ,  i s  a n  a p p e a l  o f  a n  a d m i n i s t r a t i v e  d e c i ­

s i o n  o f  t h e  E m p lo y m e n t  S e c u r i t y  D i v i s i o n ' s  A p p e a l  T r i ­

b u n a l .  T h e  l i t i g a t i o n  i n v o l v e s  a n  i n t e r p r e t a t i o n  o f  

AS 2 3 . 2 0 . 3 5 0 ( f ) .  S e c t i o n s  5 a n d  6 o f  t h e  b i l l  w o u l d  c o r ­

r e c t  some o f  t h e  m o re  s e r i o u s  l e g a l  q u e s t i o n s  a b o u t  t h e  

s t a t u t e .

S e c t i o n  7 o f  t h e  b i l l  w i l l  am end  AS 2 3 . 2 0 . 3 6 2 ( c )  b y  p e r ­

m i t t i n g  s e v e r a n c e  a n d  t e r m i n a t i o n  p a y  t o  b e  d e d u c t i b l e  

f r o m  u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t s  i n  t h e  sam e way t h a t  

o t h e r  w age  r e p l a c e m e n t  p a y m e n t s  a r e  p r e s e n t l y  d e d u c t e d .
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•  6

S e c t i o n s  8 ,  9 ,  a n d  11 o f  t h e  b i l l  a r e  r e s p o n s e s  t o  c h a n g e s  

i n  f e d e r a l  l a w  w h i c h  d i r e c t l y  e f f e c t  t h e  a d m i n i s t r a t i o n  o f  

o u r  u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m .  S e c t i o n  8 e x t e n d s  t h e  

d i s q u a l i f i c a t i o n s  u n d e r  AS 2 3 . 2 0 . 3 8 1 ( e )  t o  a l l  e m p l o y e e s  

o f  e d u c a t i o n a l  i n s t i t u t i o n s ,  e m p l o y e e s  o f  " e d u c a t i o n a l  

s e r v i c e  a g e n c i e s "  s e r v i n g  e d u c a t i o n a l  i n s t i t u t i o n s ,  a n d  t o  

t h o s e  sam e e m p l o y e e s  f o r  a n y  e s t a b l i s h e d  v a c a t i o n  p e r i o d  

o r  h o l i d a y  r e c e s s .  S e c t i o n  9 m o d i f i e s  t h e  d i s q u a l i f i c a ­

t i o n  f o r  f a i l i n g  t o  a c t i v e l y  s e e k  w o r k  b y  e x e m p t i n g  a 

c l a i m a n t  who i s  h o s p i t a l i z e d  o r  s e r v i n g  on  j u r y  d u t y .  

S e c t i o n  11 b r i n g s  t h e  s t a t e  i n t o  c o n f o r m i t y  w i t h  f e d e r a l  

l a w  b y  r e p e a l i n g  AS 2 3 . 2 0 . 5 2 6 ( a ) ( 2 2 ) ( D ) , w h i c h  t h e  U . S .  

D e p a r t m e n t  o f  L a b o r  i n t e r p r e t s  a s  a  w a i v e r  o f  b e n e f i t  

r i g h t s .  A w a i v e r  o f  b e n e f i t  r i g h t s  i s  p r o h i b i t e d  b y  s e c .  

3 0 3 ( a ) ( 1 )  o f  t h e  S o c i a l  S e c u r i t y  A c t  a n d  AS 2 3 . 2 0 . 3 9 5 .

S e c t i o n  10 o f  t h e  b i l l  c l o s e s  a  " l o o p h o l e "  i n  t h e  c u r r e n t  

u n e m p l o y m e n t  i n s u r a n c e  l a w  b y  p r o h i b i t i n g  i n d i v i d u a l s  on  

"R  a n d  R" f r o m  c o l l e c t i n g  u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t s .

T h e  D e p a r t m e n t  o f  L a b o r  s u p p o r t s  t h i s  b i l l .  I  u r g e  y o u r  

p r o m p t  a c t i o n  on  i c .

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r
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Alaska Tomorrow

T h e  A c tu a r i a l  Unit of t h e  R e s e a r c h  a n d  A n a ly s i s  S e c t i o n  h a s  u s e d  tw o  c o m p u t e r  m o d e l s  s i n c e  1 9 7 8  to a id  
in t h e  a n a l y s i s  of p r o p o s e d  legislat ion.  O n e  m o d e l  e n a b l e s  rap id  a n d  a c c u r a t e  c o m p u t a t i o n  cf a n  a v e r a g e  
p a y m e n t  for a  var ie ty  of benef i t  s c h e d u l e s .  O n c e  a  re l a t i o n sh i p  is e s t a b l i s h e d  b e t w e e n  t h e  c u r r e n t  s c h e d u l e  
a n d  a n  a l t e r n a t e  s c h e d u l e ,  a  s e c o n d  m a t h e m a t i c a l  m o d e l  u s e s  t h e  e s t a b l i s h e d  re l a t i o n sh i o  to p ro j ec t  c o s t s  
a n d  o t h e r  s i gn i f ican t  v a r i a b l e s  u n d e r  t h r e e  d i f fe ren t  s c e n a r i o s .  In thi s w a y  it is p o s s i b l e  to e v a l u a t e  a  var ie ty  
of c h a n g e s  to th e  law w h ic h  w oul d  h a v e  a  f inanc ial  i m p a c t  o n  th e  T ru s t  Fund .

T h e  fol lowing four exh i b i t s  a r e  t h e  o u tp u t  from t h e  m a t h e m a t i c a l  m o d e l  d e s i g n e d  to s i m u l a t e  v a r i o u s  
a c t i o n s  a f fec t i ng  A l a s k a ' s  u n e m p l o y m e n t  i n s u r a n c e  s y s t e m .  All four r u n s  u s e  t h e  s a m e  a s s u m p t i o n s :  tha t  
th e  n u m b e r  of c l a i m a n t s ,  total  e a r n i n g  a n d  f i n a n c i n g  p r o v i s i o n s  a r e  t h e  s a m e  for e a c h  a l t e r na t iv e .  By 
ho ld ing  input  a s s u m p t i o n s  c o n s t a n t ,  t h e  e f f ec t  of a  s p e c i f i c  c h a n g e  in s t a t e  l aw c a n  b e  e v a l u a t e d .

T h e  c u r r e n t  s y s t e m  is th * b a s i s  for c o m p a r i s o n .  Exhibit  9  w a s  run  u s i n g  t h e  m o s t  likely g ro w th  s c e n a r i o
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M A T  1 0  K A T E  MATT.

M A X  E C  T O T A L  T O T A L  

T A X  T A X  I x n O t E H  f.ifkPfff 
K A T E  H A T E  C C U T K l D  C  C U T  ft I B

T K V S T

FltfJD T O T A L  

i N T E K t S T  R E V E N U E

B E N E F I T S  B E N E F I T  

F A I D  S f  C O S T  

A L A S K A  M A T E

riNAt.

F U N D

B a L a .s e

F F D E K A L

S l t A N C  

o r  E D

1997 1(3.6 19.600 0.6? 7.111.6 0.016 0.0)09 0.0177 b.v 0.007 69.1 11.7 11.7 96.1 79.0 0.026 126.1 9.01913 126.1 20,200 0.79 3,290.1 0.036 0.0239 0.0100 0.0790 0.001 71.7 16.1 12.6 107.) 11.6 0.019 111.4 9.9
199i 111.9 21,900 0.76 3.221.1 C .036 0.0717 0.0101 o.ono 0.066 12.7 19.1 13.7 111.9 94,7 0.02) 169.9 1.)19£1 1(1.1 72.600 0.71 3.797.6 0.039 0.0211 0.0107 0,0101 0.006 11.1 19.7 13.1 117.1 99.7 0.070 197.2 9.41916 197.2 21.000 0.71 1,101.} U.011 0.0210 o.oioa 9311 0.0C1 11.7 17.0 11.1 119.1 69.2 0.019 227.1 9.11937 727.1 71,600 0.71 1,131 • • 0.019 0.0712 0.0100 0,0170 0.001 11.1 17.7 11.9 111.9 • 1.6 0.019 219.2 9.119(9 219.7 21.100 0,71 1,672.1 O.Oli 0.0711 o.oico 0,019? 0.001 74.9 11.9 19.1 111.9 •1.3 0.017 219.7 9.6

T O T A L  E X F U ' t E M  C C U T M I B l T l C K S i  S 116 M I L L I O N

SO IV 
T A X  

JtATC

T O T A L  f S S U U *  I J 71? M I L L I O N  

r C S U L A J l  A . O  A L L  E X T E N D E D  , r r T , t S  F A l O t  I  629 M I L L I O N  

f C D E D A L  S H A M E  O F  X X T T H D E O  F E N E F I f S : I  32 M I L L I O N

.s a k e  i m a w r j i T  a n d  isw L o w t x ?  i s  n c i v v t o  f r o m  s c e n a r i o

A d I C O - t i n g e m p l o y e r  3 r ' o f c
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u n d e r  (h e  a s s u m p t i o n  tha t  n o  c h a n g e s  will o c c u r  in e i t her  f i nan c i ng  Drovis ions  of t h e  law or  in benef i t  
p r o v i s i o n s .  In t h e  y e a r s  198 6 .  19 87 .  a n d  1988 .  t h e  a v e r a g e  i n s u r e d  u n e m p l o y m e n t  in thi s  s c e n a r i o  is 
a s s u m e d  to r e m a i n  u n c h a n g e d .  In sp i t e  of this,  th e  benef i t  c o s t  ra t e  d r o p s  y e a r  to year ,  e v e n  t h o u g h  t h e  
a c t u a l  a m o u n t  of b e n e f i t s  pa i d  i n c r e a s e .  T hi s  d i s p l a y s  t h e  i m p a c t  of inflation w h e r e  b e n e f i t s  d o  no t  i n c r e a s e  
a s  rapid ly  a s  w a g e s .  T h e  S 15 6  c a p  in m a x i m u m  w e e k l y  b e n e f i t s  p r e v e n t s  m o r e  a n d  m o r e  c l a i m a n t s  f rom 
a c h i e v i n g  t h e  i n t e n d e d  re turn  of 5 0  p e r c e n t  of their  o w n  a v e r a g e  w e e k l y  w a g e .

Exhibit  10 a s s u m e s  tha t  th e  m a x i m u m  WBA will i n c r e a s e  to $ 19 8  e f f ec t i ve  J a n u a r y  1. 1 9 8 5  but  tha t  
e v e r y t h i n g  e l s e  will r e m a i n  u n c h a n g e d .  Th is  m o d e l  d e m o n s t r a t e s  t h e  e f f e c t i v e n e s s  of t h e  s e l f - c o r r e c t i n g  
f e a t u r e  of t h e  c u r r e n t  t a x  s y s t e m .  Without  a  c h a n g e  in t h e  tax  ra t e  s c h e d u l e ,  th e  be nef i t  c o s t  i n c r e a s e s  
c a u s e  a n  i n c r e a s e  in tax r a t e s  o v e r  t h e  prior s c e n a r i o .  T h e  be ne f i t  c o s t  r a t e  will still d ro p ,  ind ic a t i n g  a n e e d  
to f r eq ue nt ly  a d j u s t  t h e  benef i t  m a x i m u m  a s  long a s  w a g e s  i n c r e a s e  t h r o u g h  inflation

Exhibit  11 a s s u m e s  tha t  a l t e r n a t i v e  # 2  in r e s p o n s e  to TE FR A  w oul d  b e  pul  into e f fec t  a l o n g  with i n c r e a s i n g  
m a x i m u m  WBA to $ 1 9 8 .  S i n c e  w e  a r e  looking  at mi ll ions of do l la rs ,  t h e  i m p a c t  of t h e  21 s t  ra t e  c l a s s  at 5.-1 
p e r c e n t  c a n n o t  b e  d e t e c t e d  ft w a s  e x p r e s s e d  ea r l i e r  tha t  th i s  a l t e r n a t i v e  w o u ld  h a v e  t h e  l e a s t  i m p a c t  on  
e m p l o y e r s '  s t a t e  u n e m p l o y m e n t  i n s u r a n c e  co n t r ib u t io n s ,  whi le  p r e s e r v i n g  t h e  full 5.4 p e r c e n t  FUTA cre d i t  
for ce r t i f i ed  e m p l o y e r s .

Exhibi t  12 s h o w s  t h e  i m p a c t  of r e d u c i n g  t h e  tax  b a s e  to 5 0  p e r c e n t  of a v e r a g e  a n n u a l  w a g e ,  a l o n g  with th e  
i n c r e a s e  of m a x i m u m  WBA  to $1 9 8 .  A l th o u g h  n o  m a x i m u m  of 5.4 p e r c e n t  e m p l o y e r  tax w a s  s p e c i f i e d  for 
thi s e x a m p l e ,  t h e  m a x i m u m  e x c e e d e d  5.4 p e r c e n t  in all y e a r s  s h o w n  f rom 19 8 5  t h r o u g h  1988.  Total  
e m p l o y e r  t ax  c o l l e c t i o n s  r e m a i n  u n c h a n g e d ;  h o w e v e r ,  in this e x a m p l e  t h e  p ro po r t i on  of t a x e s  f rom 
l o w - w a g e  e m p l o y e r s  w oul d  i n c r e a s e .

E xh ib it 10 T rust F u n d  M o d el
run p rx m m o N i haxinim  vba increased to  j u i  i r r .  1 /1 /1 4 ,  e ve n ith in c  e lse  w a i n s  unchanged 
R u n  r * 7 £ i  j*. S e p t e m b e r  in s
S C £ M A H  1 0 1 N O ST U K U r  G N C V T H

A V E R A G E  T O T A L  A V F N A C E  A N N U A L  A V E R A G E  T R U S T

A N N U A L  A N N U A L  h t U K L t  A V E R A G E  L E E K S  CCf i P f . N S A T E D  L I E  A L T  F U N D

I F  A S  C M P L O t  E A R N I N G S  V A S E  I U R  R C C U I . A R  H 7  P I N  B E N E F I T  I N ?  N A J t

1417 1)3.700 1,717,Oil.000 6*4 7.4 471,*10 76,716 179.40 10.0
141) 1*0,600 *,71i,46?.*00 477 7.4 6*6,1*0 66.60} 1)7.69 10.0
101* 1*0,700 *.7*3,617,000 660 7.0 666,6 76 71,011 1)1.69 9.0
1714 1*1,700 *,363,*17,100 497 6.0 J :),<•* > 141.77 6.0
1016 1*1,600 *. VI*.76*.000 61) 7.4 443.070 61,342 16*.9) 6.0
1717 1*1,ICO *,707,170,000 6*0 7.4 IllfcfSO 66.777 166.07 7.3
1711 1*1,600 *,606,4.6,000 646 7.4 467,7*0 46.769 147.76 7.0

C V R R t N T  T A X  B A S E  I S  71 r C R C E S ’T  O F  AA L‘

p r o p o s e d  t a x  base i s  i s  percent o r  r a w  b e g i n n i n g  in )

M O M I .  O U l t V T  { T O L L  A S  $  I N  M I L L I O N S  U N L E S S  C T R L  W I S E  L'OTtD)

T E A R

I N I T I A L

FIND
B A L A N C E

T A B

B A S F

IS)
T A X A B L E  

6‘A C E  

*4170

1767 10).i 1 *, 6 CO 0.67
l it) 176.1 70.703 0.7 »
171* 141.1 71,900 0.76
176) 161.6 77,6CO 0.74
1716 16*.1 71,000 0.74
111) 209.* 73,6 CO 0.74
1911 737.7 7*.400 0.74

A V E R A G E  Mill 

T R I A B L E  R E S E R V E  U I  T A X

W A G E S  R A T I O  R A T E  NATL'

1.30.6
3.790.6
5.774.13.761.6 3.*01.»
3.431.1 
3,67?,*

0.036 
0.036 
0,0 36 0.0)1 0.0*1 
0.0*4 
0.0*4

0.0)0*
0.0731
0.0747
0.0744
0.0741
0.0747
0.07**

0.01770.0100
0.0103
0.01070.01000.01010.0100

T O T A L  F X P U J 1 F . R  C O N T R I B U T I O N S !  S  471 M I L L I O N

T O T A L  R F V F S O C i  I 607 M I L L I O N

R E G U L A R  AV0 A H .  F X T F U D I D  P I N f F I T S  P A l P j J 660 M I L L I O N

F E D E R A L  S N A R E  O f  f t  T E N  D E O  B E N E F I T S )  t  J) M t L U O N

M A I  E.K T O T A L  T O T A L  

T A X  T A X  I X P I C I E R  I N I  1 0 1  E E  

R A T E  R A T E  C O N T R I B  C O R T R I B

T R U S T

F U N D  T O T A L  

I N T E R E S T  R E V E N U E

B L U E r I T S  B F U E F I T  

P A I D  m  C O S T  

A L A S F A  R A T E

F I N A L  

F U N D  

H A L  A X E

ri’D E F A L  

S H A H  

o r  e b

0.0*17 0.007 69.1 14.7 11.7 16.4 7* .0 0.074 126.1 *.00.0)10 0.006 71.7 16.6 17.6 107.) 11.6 0.019 161.1 *.*
0.0*10 '■.006 67.7 19.* 13.7 114.6 9 i. 7 0.07) 146.1 6.3
o.o*-*** •*.006 61.9 11.7 13.4 117.1 101.7 0.07) 11*.6 6,*
0.0* 0.CC6 64.* 20.* l* .l 170.4 96.0 0.071 70').* 6.1
0 ,0*t»J 0.006 11.9 71.9 l*«7 17*.1 96.4 0.070 7)7.) 6.70.0)90 0.004 19.6 11.* 16.6 179.6 17.) 0.070 266.1 4.7

nv  
r At u:s

U l M m S A R L E  L M P L O l M f j r r  Alii) U N D i P L O L H O l T  I S  I X C L L D I . D  I'kC* :L'Ik A N  1 0
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the claimant s f J b  be promptly notified of t h ^ j e t e r m i  nation and the 

reason for i t . ^ i e  claimant m a y  appeal the d ^ P n i n a t i o n  in the same 

manner prescibed in this chapter for appeals of initial d e t e rm i n­

ations and redeterminaton. Benefits m a y  not be paid while a d et er mi n­

ation is being appealed for any weeks for which the d etermination of 

disqualification was made. However, if a decision on the appeal 

allows benefits to the claimant, those benefits mus t be paid 

promptly.

(g) If, after the initial determination, benefits with respect to a 

week for which a claim has been filed are denied for reasons other 

then matters included in the initial determination, the claimant 

shall be promptly notified of the denial and the reasons for it and 

m 0y ?ppeal in accordance with the procedures prescribed in this 

chapter for an appeal from an initial determination.

Sec. 23.20.345.

PAYMENT OF BENEFITS

Benefits are payable from the fund. All benefits shall be paid 

through employment offices in accordance with regulations prescribed 
by the department.

Sec. 23.20.350.

AMOUNT OF BENEFITS

(a) An individual who is paid at least SI,000 in wages during his 

base period for employment c overed by this chapter is eligible to 

receive benefits under this chapter if those wages were paid in at 

least two of the calendar quarters of his base period.

(b) This paragraph is repeales as of 6/2G/82.

(c) For the purposes of computing the benefits payable under this 

chapter, the base period wages of an insured worker shall be deter­

mined as follows:

(1) if the insured worker is paid 90 percent of his wages in 

the calendar quarter of his base period in which he was paid the 

greatest amount of wages, the base period wages are the wages paid in 

the quarter of the base period other than the one in which the 

greatest amount of wages were paid, multiplied by 10; and

(2) if the insured worker is paid less than 90 percent of his 

wages in the calendar quarter of his base period in which he was paid 

the greatest amount of wages, the base period wages a re the wages 

paid to him during the base period.

(d) An individual who is eligible under (a) of this section is 

entitled to receve the w eekly benefit amount set out in column (B) of 

the table in this subsection which is opposite the amount set out in 

column (A) of the individual's base period wages determined under (c) 

of this section:

(A)

Base Period Wages

(13)

Weekly Benefit Amount

0 1 , 0 0 0
1.000 1,250

1,250 1,500

1,500 1,750

1,750 2,000

2.000 2,250

$ 0
34

36
38

40

42

-43-



H i

2.250 2,500

2,500 2,750
2,750 3,300

3.000 3,250

3.250 3,500

3.000 3,750
* /  v /

4.000 4,250 58

4.250 4,500 60

4.500 4,750 62

4.750 5,000 64
5.000 5,250 66

5.250 5,500 68

5.500 5,750 70
5.750 6,000 72
6.000 6,250 74

6.250 6,500 76
6.500 6,750 78
6.750 7,000 80
7.000 7,250 82
7.250 7,500 84
7.500 7,750 86

7.750 8,000 88
8.000 8,250 90
8.250 8,500 92
8.500 8,750 94
8.750 9,000 96

9.000 9,250 98 Effective

9.250 9,500 100 1/1/83
9.500 9,750 102

9.750 10,000 104

10.000 10,250 106
10.250 10,500 108
10.500 10,750 110
10.750 11,000 112
11.000 11,250 114
11.250 11,500 116

11.500 11,750 118

11.750 12,000 120

12.000 12,250 122
12.250 12,500 124
12.500 12,750 126
12.750 13,000 128

13.000 13,250 • 130
13.250 13,500 132
13.500 13,750 134
13.750 14,000 136
14.000 14,250 138
14.250 14,500 140

14.500 14,750 142
14.750 15,000 144
15.000 15,200 146

15,200 15,400 148
15,400 15,600 150

15,600 15,800 152

15,800 16,000 154
16.000 and over 156

An individual who is eligible under (d) of this section is
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