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HB 328 (cont'd)

Introduced M a rc h  27 and referred to L abor & Commerce.

H O U S E  B I L L  NO. 3 2 9 . by Reps. Shultz and Marrou. W o u l d  ex­

clude from the d e f i n i t i o n  of employment in the A l a s k a  Employ­

men t  Security Act (AS 23.20) "...service p e rformed by a child under 

the age of 19 who is either in the employ of the c h i l d ' s  father or 

m o t h e r  or a t tending school and employed outsi d e  r e q uire! school 

hours or during school v a c a t i o n . "  Note: the law c u r r e n t l y  reads:

"Exclusions fro m  the d e f i n i t i o n  of 'employment.' (a) In this 

chapter, unless the context oth e r w i se  requires, 'employment' does 

not include... service performed by a child under the age of 18 in 

the employ of the child's father or m o t h e r . "  The a m e n d m e nt  would 

apply only to service performed a f t e r  this law takes effect. 

P r o vides Act takes effect immediately.

Introduced M a r c h  27 and referred to L a b o r  & Commerce, luairiary.

H O U S E  B I L L  NO. 3 3 0 . by Reps. Cotten, Hanley, Szymanski,

Phillips, Taylor, Jenkins, Sund & Cotten. See SB 219, page 

392, similar topic. W ould establish in the Dept, of Public 

Safety, D i v i s i o n  of State Troopers, a special unit for investi­

gating incidents of m i s s i n g  children and the c r im i n a l  e x p l o i t a­

tion of children. Would r e q u i r e the Comm i s s io n e r  of Pub l i c  Safety 

to submit a n n u a l l y  a report to the L e g i s l a t u r e  c o n c e r n i n g  the 

a c tivities of the special unit. Provides Act takes effect J u l y  1, 
1985.

I ntroduced M a r c h  27 anu referred to State Affairs, Judiciary,

F inance.

H O U S E  BIL L  NO. 3 3 1 . by Repsi Thompson, Sund and Marrou. See 

Senate Bill 245, page 472, identical.

Introduced M a r c h  27 and referred to the H o u s e  S p e c i e’ Committe e  

on Fisheries, Judiciary, Finance.

riOUSE B I L L  NO. 3 3 2 . by Reps. Gruenberg, Jenkins, P ou r c h o t  

and Uehling. See Senate Bill 188, page 336, ne a r l y  identical 

— p r o hibits the eviction of a mob i l e  home, m o b i l e  home park dweller 

or tenant (Senate v e r s i o n  did not include tenant). R e m a k i n g  

language identical.

Introduced M a rc h  27 and referred to Judiciary.

H ^ ISE B I L L  NO. 3 3 3 . by Rep. Thompson. Makes a special 

a p p r o p r ia t i o n  _n the amount of $1,007,975 to the Dept, of Com­

mun i t y  & R e gi o n a l  Affairs for payment as a grant to Small 

World, Inc., for c o n s tr u c t i o n  of a nonprofit d e v e l op m e n t a l  d a y c a r e  

and p r eschool center in Kodiak. A p pr o p r i a t i o n  to be dis b u r s e d in 

a ccordance w i t h  laws gov e r n i n g  grants to named recipi en t s .

P rovides Act takes effect immediately.

Introduced M a r c h 27 and referred to Com mu n i t y  & Region. 1 Affairs, 

Finance.



ANALYSIS OF HB 329

S e c t i o n  1. AS 2 3 . 2 0 . 5 2 6  (a) (4) is a.ianded to i n c l u d e  a c hild u n d e r  

the ag e  19 and w h o  is eit h e r  e m p l o y e d  b y  hi s  f at h e r  or 

m o t h e r  or a t t e n d i n g  school and e m p l o y e d  o u t s i d e  r e q u i r e d  

sc h o o l  h o u r s  or d u r i n g  sch o o l  v acation.

S e c t i o n  2. The a m e n d m e n t  to AS 2 3 . 2 0 . 5 2 6  (a) (4) in Sec. 1. of this 

Act a p p l i e s  to serv i c e per f o r me d  a f t e r  the e f f e c t i v e  d at e  

cf this Act.

S e c t i on  3. Act takes ef f e c t  immediately.



BACKGROUND OF HB 329

Y O U N G  P E O P L E  C O N T R I B U T E  T O  T H E  U N E  {?,' j Y M E N T  C O M P E N S A T I O N  P R O G R A M  

W H E R E E V E R  T H E Y  W O R K  U N L E S S  T H E Y  A R E  W O R K I N G  F O R  T H E I R  F O L K S  A N D  A R E  

U N D E R  18.

S OME O F  T H E S E  Y O U N G  P E O P L E  P U T  T H E M S E L V E S  T H R O U G H  S C H O O L  BY W O R K I N G  P A R T  

T I M E  F O R  S O M E  O N E  O T H E R  T H A N  T H E I R  OWN P A R E N . o . T H E Y  M A K E  T H E I R  

C O N T R I B U T I O N S  T O  T H E  U N E M P L O Y M E N T  C O M P E N S A T I O N  P R O G R A M  B U T  T H E Y  D O N ' T  

W O R K  E N O U G H  Q U A R T E R S  T O  B E  A B L E  T O  D R A W  A N Y  B E N E F I T S .  T H I S  B I L L  W I L L  

E X E M P T  T H O S E  P E O P L E  UP  T O  THE  A G E  19 A N D  W O R K I N G  O N  A  P A R T  T I M E  BASIS 

F R O M  C O N T R I B U T I N G .

T HIS B I L L  HA S  B E E N  N E E D E D  FO R  Y E A R S  A N D  W I L L  A L L O W  M O R E  T A K E  H O M E  P A Y 

F O R  T H E  P E R S O N  W O R K I N G  P A R T  T I M E  W H O  C A N ' T  D F A W  A N Y  B E N E F I T S  F R O M  

U N E M P L O Y M E N T  C O M P E N S A T I O N .
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HB No. 329 ^ d t e  April 17, 1985

Contact:
"An Act excluding certain service 

from the definition of employment in 

the Alaska Employment Security Act; and 

providing for an effective date.'1

Harry Sturrock

465-2712 

Eileen Plate 

465-2700

The Department of Labor opposes the proposed exclusion from UI coverage of 

individuals under the age of 19 who are attending school, as proposed in HB 

329. The current orovision excludes individuals under the age of 13 who are 

engaged in "family ' employment. This exclusion is narrow and specific. The 

proposed amendment in HB 329, by raising the age limit and including school 

attendees, rules out a much larger class of workers, many of whom we believe 

should be c o m p e n " b ! e  under the principles of the Unemployment Insurance 
program.

Not all of these individuals are full-time students with minimal labor force 

attachment. Many of then actually reverse the normal pattern of school 

attendance and work —  attending school only a few hours per day or week and 

working virtually full-time. The proposed amendment would deny these 

individuals along with full-tiine students. In addition, many of these younger 

workers aro (or will be) attempting to enter the labor market for the first 

time, and they will tend to experience longer periods of unemployment while 

establishing thenselves in an occupation. We believe it is consistent with 

the purpose of the UI program that wage credits be available to these workers 
during this period.

While we agree that students who are not in the labor m arket and not 

attempting to find v/ork when filing UI claims should be denied benefit', 

current eligibility criteria in the Act are already sufficient to disqualify 

these individuals (see AS 23.20.378(c). Disqualifying ineligible individuals 

when they file is by far more equitable than simply denying coverage in 

advance to a whole class of individuals without regard to what their labor 

market attachment may be at the time they actually file claims.

Of course, one presumed result of the proposed amendment would be a net tax. 

savings to employers in industries with a significant "student" work force. 

While no precise statistics are available at this time, the er ect can be 
predicted, and we believe the perceived savings may be illusory.

Each employer is required to pay a federal unemployment tax of 6% (plus a .2% 
surcharge) on the first 57,000 of wages of each employee. A credit of up to 

90% of the basic federal tax (i.e. a c redit of 5.4% leaving a net tax plus 

surcharge of .8i) is available to an employer who pays into an approved state 
UI t”ust fund.

P O S IT IO N  P A .P E ’P/Department of Labor



The credit is two tiered: the first tier is the amount of state tax the

employer actually pays on his covered enployees, and the second tier is the 

amount the employer would have paid on his covered employees if taxed at the 

highest state rate. Because both federal and state unemployment taxes are 

aggregated in figuring the credit, the available credit is dependent on the 

number of employees covered under state law and the amount of wages paid to 

them. Employers would continue to be liable for the 6.2% federal tax on the 

first $7,001) in wages of the affected employees. In order to realize a net 

tax savings the employer must pay sufficient taxable v/ages to remaining 

enployees to generate enough federal tax credit to make up for the loss of 

credit on the affected enployees and/or realize sufficient state tax savings 

after excluding the "student" employees to offset the additional federal tax 

liability on these employees caused by the loss of the credit. Unless the 

employer pays yearly wages well in excess of the $7,000 federal tax base on 

his student employees or has sufficient other highly paid employees to 

generate "excess" credit, the employer may actually pay an increased total 

federal/state tax under the proposed exclusion, as described in the example 
shown on the attached.

During 1984, 1,566 youth, 19 years and younger, were paid unemployment 

insurance benefits. Although these persons were not students when being 

paid UI, it is assumed a majority of them earned these wages qualifying them 
for UI while attending school.

There will also be additional administrative and record keeping problems 

associated with the proposed exclusion. Employers would be required to verify 

the age and school attendance of the excluded employees, and both of these 
factors would vary over time.

Approved

— ^  C — _

Jim Robison ~c r'  
Commissioner



EXAMPLE

Assumptions: Food Service establishment: 10 enployees; 2 management and G youth.

Managers earn $3U,UUU per year and youth earn $7,000 per year.

Current average state UI rate for food service is 2.4%. State UI wage base i 

FUTA charges for employer is 6.2% of $7,000 (.8% if state law in conformity).

CURRENT LAW PROPOSED LAW

State UI State UI

$21,800 x 2 =

$ 7,000 x 8 =

Total Covered 

Wages:

UI Rate:

Total State UI 

tax pd by employer

$43,600

$56,000

$99,600 

x .024

$2,390.40

$21,000 x 2 = 

UI Rate:

State UI tax 

pd by employer

FUIA FUfA

Total FUTA wages Total FUTA wages

10 x $7,000 =

FUTA rate (.8%) = 

Total FUTA employer 

pays:

$70,000 

x .008

$ 560.00

10 x $7,000 =

FUTA max. rate = 

FUTA takes 

minus credit for 2 

covered employees: 
$21,800 x 5.4% = 

Total FUTA for empl

State UI Tax 
FUTA Tax 

Total Tax pd by 

Employer

$ 2,390.40 

$ 560.00

$ 2,950.40

State UI Tax 

FUTA Tax 

Total Tax pd by 

Employer

s $21,800.

$43,600 

x .024

$1,046.40

$/U,0U0 

x .062 

$ 4, MU'. 00

$-2,364.40 

i  1,686.60

$ 1,046.40 

$ 1,985.60

$ 3,032.00
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