


OVERVIEW

Committee Substitute for 
House Bill 681 

Section-by-Section Analysis

The Department of Labor, Employment Security Division, Unemployment Insurance 
Section, operating under AS 23.20 pays temporary unemployment insurance 
benefits to qualified individuals and collects contributions to support the 
level of benefits. Both employers and employees pay contributions into the 
trust fund, similar tr> paying insurance premiums.

HB 681 provides certain enhancements and housekeeping changes to AS 23.20, as 
follows:

increases current unemployment insurance benefits 

ties weekly benefit amounts to wages in the state 

liberalizes the dependent's allowance

establishes an employee surcharge so that employers do not bear the costs 
of the increase in the unemployment insurance weekly benefit amount.

imposes a penalty on claimants who defraud the benefit system and 
improves the department's ability to collect delinquent employer contri­
butions and to recover from claimants benefits which were fraudulently 
obtained.

provides relief to claimants who presently are not eligible for full 
benefits because their employer has gone bankrupt and has not reported 
any earnings for them.

SECTION-BY-SECTION ANALYSIS 

SECTION 1:

This section provides that a fish processor's surety bond, required under 
AS 16.10.290(a), may be attached for unpaid unemployment insurance taxes. 
Under this proposal, wages and payment for raw fish would continue to have 
first priority on any action against a bond. One fourth of the fish proces­
sors in the state are delinquent in paying their unemployment taxes. This 
resulted in a loss to the UI Trust Fund of about $545,000 in calendar year 
1984.

This section provides for deposit of the penalty imposed under AS 23.20.390(f) 
into the Training and Building Fund where other penalties and interest are 
deposited.

SECTION 2:
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SECTION 3:

Section 3 is a housekeeping measure to provide for the 10'S penalty on delin­
quent employer reports and taxes to be optional instead of mandatory. This 
provision is not presently enforced.

SECTIONS 4, 5, 6 , 7, AND 8 :
Sections 4, 6 , 7, and 8 provide the funding mechanism for the adjustment to 
the benefit formula and schedule in Section 9. Section 8 , provides for a sur­
charge on all employees to pay for the cost of the difference in benefits 
between the current schedule and the schedule that will be generated by the 
benefit formula on October 1, 1986. lu: oyees will bear the cost of this 
one-time increase in benefits on an ongoing basis. Any subsequent increases 
in benefits that the formu‘,a generates will be financed under the rate deter­
mination methodology in current statute.

Sections 4 & 5 of the bill provides for nonprofit organizations, who reimburse 
the U.I. Trust Fund for payments made to their former employees, to continue 
to pay the full state share of extended benefits Under current law nonprofit 
organizations pay 50% (the state share) with the federal share being 50% also. 
Under the Gramm-Rudman-Hol1ings Act, the federal share of extended benefit 
payments will decrea. because it is subject to sequester. Sections 4 and 5 
therefore, provide for nonprofits to continue to pay the full state share 
which may fluctuate as a result of fluctuation in the federal share.

SECTION 9:

This section modifies the unemployment insurance benefit schedule by providing 
a formula to define the amount of benefits to be paid. The formula ties the 
level of weekly benefits to the wages paid in Alaska. Benefits would adjust 
upward or downward annually as a result of changes in annual wages. The 
schedule is also expanded to provide higher benefits to higher wage earners as 
well as a modest increase for all recipients. This formula results in an 
increase in the maximum weekly benefit amount to $246 the first year.

This section also liberalizes the provisions covering dependents allowance 
payments. Presently a dependent claimed by one parent cannot be claimed by 
the other parent until the first person's benefit year has expired (even if 
they have no remaining benefits to receive). This proposal allows each parent 
to claim the same dependents. Three dependents is the most that can be 
claimed by any one claimant.
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SECTION 10:

This section provides for a penalty to be asst'sed on individuals who are 
disqualified for fraudulent receipt of benefits. Currently persons who 
fraudulently receive benefits are disqualified from receiving benefits for a 
specified period of time and must repay the benefits fraudulently received 
(similar to an interest-free loan). As a further disincentive for fraud, the 
department's proposal would provide for the same disqualification period and 
restitution requirement and add a penalty of 50% of the amount overpaid.

SECTIONS 11 AND 12:

Sections 11 and 12 establish provisions for liens and attachment of property 
to facilitate the collection of overpayments that are caused by fraudulent 
receipt of benefits.

SECTION 13:

Section 13 is a housekeeping measure that moves the definition of employer, as 
it relates to corporate officers, members or employees from AS 23.20.240 to 
AS 23.20.520(13). This places the definition of employv ' all in one place in 
the statute. This definition of employer would now apply throughout AS 23.20.

SECTION 15:

Section 15 expands the definition of wages to include earnings for work that 
an employee performs but is not paid because the employer files for bank­
ruptcy. Under current law, an individual's eligibility for unemployment 
insurance cannot be based on this work because the wages were not paid.

SECTIONS 14, 16, AND 17:

These sections are housekeeping measures. Section 14 references AS 23.20.351, 
the section that now contains the benefit eligibility criteria. Section 16 
and 17 repeal statutes that are either outdated or repetitive.

SECTION 18:

Provides for estimating collected surcharge in Section 6 of this act for 1987 
and 1988.

SECTIONS 19, 20, AND 21:

These sections establish effective dates.
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Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 681 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to unemployment insurance; and

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.10.290(a) is amended to read:

(a) A fish processor or primary fish buyer shall file with the 

commissioner of labor a surety bond running to the State of Alaska 

conditioned upon the promise to pay (1) all persons furnishing labor 

to a fish processor or primary fish buyer, including contractual 

employee benefits; [AND] (2) independent registered commercial fisher­

men for the price of the raw fishery resource purchased from them; and 

(3) unemployment insurance contributions. The surety or sureties must 

[SHALL] be satisfactory, in the determination of the commissioner.

* Sec. 2. AS 23.20.130(d) is amended to read:

(d) The training and building fund consists of all interest and 

penalties collected under AC 23.20.185, 23.20.190, [AND] 23.20.195^ 

and 23.20.390, and all sums recovered on official bond for losses 

sustained by the fund. Training and building fund money shall be 

deposited in the clearing account of the unemployment' compensation

* fund for clearance only, and does not become a part of the fund. The 

unobligated amount in the training and building fund in excess of 

$100,000 on the close of business of the 30th day following the last 

day of each fiscal year shall be transferred within 20 days to this 

state's account in the unemployment trust fund. The .^und must [SHALL] 

be included in tb i budget submitted to the legislature under the
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Executive Budget Act (AS 37.07). Funds available in the training and 

building fund shall be expended upon the direction of the department, 

with the approval of the governor, when it appears to the governor 

that the expenditure is necessary for but not limited to

(1) the proper administration of this chapter if no federal 

funds are available for the specific purpose for which the expenditure 

is to be made, and if the funds are n o t  substituted for appropriations 

from federal funds that would be m a d e  available in the absence of 

those funds

(2) the proper administration of this chapter, if appro­

priations from federal funds have been requested but not yet received, 

and the training and building fund w i l l  be reimbursed upon receipt of 

the requested federal appropriation;

(3) the purposes specified in AS 23.15.611;

(A) the purposes specified in AS 23.20.075.

* Sec. 3. AS 23.20.195(a) is amended to read:

(a) If the contributions are unpaid after 30 days from the date 

of mailing or personal delivery of a written demand for payment, the 

department may [SHALL] assess and collect in the same manner as con­

tributions a penalty equal to 10 percent of the contributions due. In 

no event may the penalty be less than $ 10 [$1],

* Sec. A. AS 23.20.277(b) is amended to read:

(b) At the end of each calendar quarter, or at the end of an'*

* other period as determined by the department, the department shall 

bill each nonprofit organization[, ] or group of nonprofit organiza­

tions, and government entity, that [WHICH] has elected to make pay­

ments in place of contributions for either (1) a portion, as deter­

mined in (m) of this section, of the benefits attributable to it, or 

(2) 100 percent of the amount attributable to the organization or

CSHB 681 (L&C) -2-



entity if the election under (n) of this section is made. A nonprofit

organization, or group of nonprofit organizations, must be attributed 

an amount equal to the full amount of regular benefits plus the state 

share [ONE-HALF OF THE AMOUNT] of extended benefits paid during the 

quarter or other prescribed period that results from service in the 

employ of the nonprofit organization. A [AND IN THE CASE OF A] g o v­

ernment entity that [WHICH] has elected to make payments under this 

section must be attributed an amount equal to the full amount of the 

regular benefits plus the full amount of the extended benefits paid 

during the quarter or other prescribed period that results from [IS 

ATTRIBUTABLE TO] service in the employ of the government entity [NON­

PROFIT ORGANIZATION].

* Sec. 5. AS 23.20.277(e) is amended to read:

(e) At the end of each taxable year, the department shall d e ter­

mine whether the total of payments for the year made by a nonprofit 

organization is less than, or in excess of, the total amount of r e g u­

lar benefits plus the state share [ONE-HALF OF THE AMOUNT] of extended 

benefits paid to individuals during the taxable year based on wages 

attributable to service in the employ of the nonprofit organization; 

and in the case of a government entity that has elected to make p a y­

ments under this section, whether the total of payments for the year 

is less than, or in excess of, the total amount of regular benefits 

plus the total amount of extended benefits as determined in this

• subsection. Each organization whose total payments for the taxable 

year are less than the amount so determined is liable for payment of 

the unpaid balance to the fund in accordance with (fs of this section. 

If the total payments exceed the amount so determined for the taxable 

year, all or part of the excess may, at the discretion of the depart­

ment, be refunded from the fund or retained in the fund as part of the
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payments that [WHICH] may be required for the next taxable year.

* Sec. 6. AS 23.20.277 is amended by adding new subsections to read:

(m) An employer who is liable for payments in place of contribu­

tions shall reimburse the department, for the fund, a percentage of 

the amount of benefits that is attributable to it under (b) of this 

section. The percentage shall be calculated and in effect on January 

1 of each year, and must be calculated by the following formula: 

(PBC-PYS)/PBC, in which

(1) PBC = projected benefit cost, which is the amount that 

would have been paid on all weekly claims filed during the 12-month 

period ending the preceding June 30 by individuals employed by employ­

ers who elected to make payments under (b) of this section, if the 

claims had been paid under the benefit schedule in effect the Octo­

ber 1 following that 12-month period; and

(2) PYS = prior year surcharge, which is the total amount 

of surcharge collected under AS 23.20.290(g) during the 12-month 

period ending the preceding June 30.

(n) A nonprofit organization or government entity may elect to 

not collect from individuals in its employ the surcharge described in 

AS 23.20.290(g) and may instead reimburse the department, for the 

fund, 100 percent of the amount of benefits attributable to it under

(b) of this section. The election shall be made in the same manner as 

an election of payments in place of contributions under AS 23.20.276.

•* Sec. 7. AS 23.20.290(e) is amended to read:

(e) The department shall determine the average benefit cost rate 

as follows:

(1) the. department shall determine the amount of benefits 

paid to insured workers during the last three computation years;

(2) the department shall subtract from the amount 

CSHB 6 8 1 (L&C) -4-
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determined in (1) of this subsection the amount of any benefits reim­

bursed to the fund^_ [ANDJ the amount of interest earned on the trust 

fund balance, and the amount of revenue collected through the employee 

surcharge in (g) of this section during those computation years;

(3) the department shall divide the amount determined in

(2) of this subsection by the total wages paid by all employers re­

quired to pay contributions under this chapter during the first three 

of the last four computation years;

(A) the department shall determine the amount of total

wages subject to contributions under this chapter paid during the

preceding computation years;

(5) the department shall determine the amount of all wages 

paid to insured workers during the preceding computation year;

(6) the department shall subtract from the amount deter­

mined in (5) of this subsection the amount of wages paid during the 

preceding computation year by employers who elect to reimburse the 

department under AS 23.20.276 and 23.20.277;

(7) the department shall divide the amount determined in

(4) of this subsection by the amount determined in (6) of this sub­

section; and

(8) the department shall divide the amount determined in

(3) of this subsection by the amount determined in (7) of this sub­

section.

-* Sec. 8. AS 23.20.290 is amended by adding a new subsection to read;

(g) A surcharge is payable by an insured worker to the depart­

ment for the unemployment trust fund. An employer shall deduct the 

surcharge from the individual's wages, and treat it in the manner 

provided for handling employee contributions in AS 23.20.165(c). The 

surcharge payable by an insured worker in the employ of an employer

-5- CSHB 681(L&C)
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who makes contributions under AS 23.20.165 is .6 percent of wages

paid. The surcharge payable by an insured worker in the employ of an

employer who is subject to AS 23.20.277 or 23.20.278 is .2 percent of 

wages paid, unless the employer elects to fully reimburse the depart­

ment under AS 23.20.277(n). For purposes of this subsection, "wages" 

do not include that part of remuneration described in AS 23.20.175-

(c)(2).

* Sec. 9. AS 23.20 is amenued by adding a new section to read:

Sec. 23.20.351. AMOUNT OF BENEFITS. (a) An individual who is

pa'd at least $1,000 in wages during the individual's base period for 

employment covered 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 the individual's base period.

(b) For the purpose of computing the benefits payable under this 

chapter, the base period wages of an insured worker are determined as 

follows:

(1) if the insured worker is paid 90 percent or more of the 

worker's wages in the calendar quarter of the worker's base period in 

which the worker was paid the greatest amount of wages, the base 

period wages are the wages paid in the quarters 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 i. paid less than 90 percent of

- the worker's wages in the calendar quar of the worker's base period

in which the worker was paid the greatest amount of wages, the base 

period wages are the wages paid to the worker during the base period.

(c) Each year the department shall compute a schedule of bene­

fits for claims that are effective after September 30 of that year.

The schedule shall be based on data compiled from claims effective 
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during the preceding calendar year.

(d.) An individual who is eligible under (a) of this ~,ction, and 

whose claim is effective after September 30, 1986, is entitled to

receive a weekly benefit amount as follows:

(1) if the individual's base period wage is equal to or 

greater than the wage of the claimant who is at the 75th percentile of 

all claimants eligible during the time period used in computing the 

schedule under (c) of this section, the individual is entitled to the 

maximum weekly benefit amount; the maximum weekly benefit amount is 48 

percent of the average weekly wage of the person at the 75th percen­

tile of all claimants eligible during the time period used in comput­

ing the schedule, rounded to the nearest even-numbered dollar;

(2) the weekly benefit amount for an eligible claimant who 

is not covered by (1) of this subsection is calculated under the 

following formula: wba = mb - 2 ((mw-bpw) /250) , rounded to the next 

lower even-numbered dollar, or 10 percent of the state average weekly 

wage for the time period used in computing the schedule under (c) of 

this section, rounded to the nearest even-numbered dollar, whichever 

is greater;

(3) in (2) of this subsection,

(A) wba = weekly benefit amount;

(B) mb - maximum weekly benefit, as provided in (1)

of this subsection;

(C) mw = the base period wage of the person at the

75th percentile of all claimants eligible during the time period

used in computing the schedule; and

(D) bpw = the claimant's base period wage.

(e) An individual described in (d) of this section is entitled 

to receive a weekly benefit under this chapter for the number of weeks
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set out in column (B) of the table in this subsection opposite the 

applicable earnings ratio of the individual set out in column (A):

(A) (B)

Earnings Ratio Number of Weeks

less than 1.49 16

1.50 - 1.99 18

2.00 - 2.49 20

2.50 - 2.99 22

3.00 - 3.49 24

3.50 or more 26

(f) An individual who establishes a benefit year after 

September 30, 1986, is eligible for an allowance for dependents in

addition to the individual's weekly benefit amount. The department 

may require an individual claiming or receiving an allowance for 

dependents to produce income tax returns, birth certificates, notices 

of adoption or custody, social security account number of spouse, 

verification of support documents, or other information necessary to 

verify that the allowance is payable to the individual. The allowance 

for dependents

(1) is $24 per week for each dependent, except that the 

total allowance for dependents paid to an individual may not exceed 

$72 for each week of unemployment;

(2) is payable beginning with the week during the benefit 

year in which the individual claims an allowance for the dependent and 

is payable for the remainder of the individual's eligibility for 

regular, extended, or supplemental payments during the benefit year; 

and

(3) may not be claimed for a new dependent after the end of 

the benefit year or after the exhaustion of regular benefits in the

CSHB 681(L&C) -8-



benefit year.

(1) "dependent" means an individual's

(A) unmarried child, stepchild, legally adopted child, 

or legal ward, under 18 years of age, who is

(i) lawfully in the individual's physical custody 

at the time the individual claims the allowance for depen­

dents; or

(ii) dependent on the individual for more than 50 

percent of support;

(B) unmarried child, stepchild, legally adopted child, 

or legal ward of any age who is dependent on the individual for

more than 50 percent of support and who is prevented by infirmity 

from engaging in a gainful occupation;

(2) "earnings ratio" means the ratio obtained by dividing 

the total base period wages of the incured worker by the wages paid in 

the quarter of the base period in which the worker was paid the great­

est amount of wages;

(3) "state average weekly wage" means the average annual 

wage, as defined in AS 23.20.520, divided by 52.

* Sec. 10. AS 23.20.390 is amended by adding a new^ subsection to read:

(f) In addition to the liabi’ity under (a) of this section for

the amount of benefits improperly paid, an individual who is disqual­

ified from receipt of benefits under AS 23.20.387 is liable to the 

department for a penalty in an amount equal to 50 percent of the 

benefits that were obtained by knowingly making a false statement or 

misrepresenting a material fact, or knowingly failing to report a 

material fact, with the intent to obtain or increase benefits under 

this chapter. The department may, in accordance with regulations

-9- CSHB 681(L&C)
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adopted under this chapter, waive the collection of a penalty under 

this section. The department shall transfer the penalty collected to 

the training and building fund.

* Sec. 11. AS 23.20 is amended by adding a new section to read:

Sec. 23.20.391. LIEN. (a) A claim for benefits that have been 

improperly paid as a result of a false statement, misrepresentation, 

or omission, as described in AS 23.20.390(f), including a penaxty, not 

paid when due is a lien in favor of the state against all the real and 

personal property of the individual,

(b) The claim becomes a lien when the department files a notice 

of the lien with the recording officer of the recording district in 

which the property is located. The claim becomes a lien on a motor 

vehicle when the department files a notice of the lien in the office 

of the commissioner of public safety. Filing of the notice of lien is 

constructive notice to creditors of the owner, and to subsequent 

purchasers and encumbrancers, of the lien against the property de­

scribed in the notice.

(c) The department may release a notice of lien by filing a 

certificate of release in the manner prescribed for the filing of a 

notice of lien. The department may not file a certificate of release

until the amount of the claim, including a penalty, if any, is paid,

or until it receives assurance of payment that it considers adequate, 

or until the individual is absolved from liability under AS 23.20.-

* 390(b).

* Sec. 12. AS 23.20 is amended by adding new sections to read:

Sec. 23.20.393. NOTICE OF ASSESSMENT, DISTRAINT AND SEIZURE,

(a) If the department's determination of liability under AS 23.20.- 

390(f) is final and the individual has not made repayment within 90

days, the department may issue a notice of assessment, specifying the

CSHB 681(L&C) -10-
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amount due, and may serve it on the individual. A peace officer or an

authorized representative of the department may serve the notice

personally or the department may mail the notice by certified or

registered mail with return receipt requested.

(b) If the notice is served by mail, the notice shall be depos­

ited in the post office, postage paid, and addressed to the individual 

at the individual's last address of record. The date of service is 

considered to be the day of delivery shown, on the delivery receipt. 

However, if the department determines that the addressee is deliber­

ately avoiding service, then the date of service is the day of mail­

ing.

(c) If the amount assessed is not paid within 30 days after 

personal service or mailing of the notice, the department may collect 

the amount stated in the assessment by the distraint or seizure of the 

property, assets, goods, and effects of the individual. Goods and 

property exempt from execution under the laws of this state are exempt 

from distraint under this section.

Sec. 23.20.394. NOTICE AND ORDER TO WITHHOLD AND DELIVER. (a) 

The department may issue to a person or a political subdivision or 

department of the state a notice and order to withhold and deliver 

property of any kind if

(1) the department has reason to believe that the person, 

political subdivision, or department possesses property thaj is due or

♦ owing, or is the property of another person; and

(2) notice of assessment has been served at least 30 days 

e  the issuance of the notice and order to withhold and deliver.

(b) A peace officer or an authorized representative of the

department may serve the notice and order to withhold and deliver.

The person, political subdivision, or department upon whom service is
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made shall answer the notice within 10 days.

(c) If the person, political subdivision, or department possess­

es property, credits, or money subject to the claim of the department,

it shall deliver the property to the department immediately upon 

demand.

(d) If a person fails to answer the notice and order to withhold

and deliver within the time prescribed, the superior court in the

judicial district in which the order is served may enter a judgment by 

default against the person for the full amount claimed by the depart­

ment in the notice to withhold and deliver, together with costs.

* Sec. 13. AS 23.20.520(13) is amended to read:

(13) "employer"

(A) means

(i) [(A)] an employing unit which for some portion 

of a day within the calendar year has or had in employment 

one or more individ- als; and

(ii) [(B)] for the effective period of its election 

under AS 23.20.325, an employing unit which has elected to 

become subject to this chapter; and

(B) includes an officer or employee of a corporation or 

a member or employee of a partnership who, as an officer, em­

ployee, or member, is under a duty to pay contributions, inter­

est, and penalties;

Sec. 14. AS 23.20.520(21 ) is amended to read:

(21) "insured worker" means an individual who, with respect 

to a base period, meets the wage and employment requirements of 

AS 23.20.350 or 23.20.351, as applicable;

* Sec. 15. AS 23.20.530(a) is amended to read:

(a) In this chapter, "wages" means all remuneration for service 

CSHB 681(L&C) -12-



from whatever source, including, but not limited to, insured work, 

noninsared work, or self-employment; commissions, bonuses, back pay 

and the cash value of all remuneration in a medium other than cash 

shall be treated as wages; gratuities customarily received by an 

individual in the course of service from persons other than the indi­

vidual's employing unit may be treated as wages received from the 

employing unit only to the extent the individual reports the gratu­

ities tc the employing unit. The reasonable cash value of remunera­

tion in a medium other than cash, and the reasonable amount of gratu­

ities, shall be estimated and determined in accordance with regu­

lations adopted by the department; notwithstanding AS 23.20.350(a), 

back pay awards shall be allocated to the weeks or Quarters with 

respect to which the pay was earned. If the remuneration of an indi­

vidual is not based upon a fixed period of time or if the individual's 

wages are paid in irregular intervals or in a manner which does not 

extend regularly over the period of employment, the wages shall be 

allocated to weeks or quarters in accordance with regulations adopted 

by the department. The regulations shall, so far as possible, produce 

results reasonably similar to those that [WHICH] would prevail if the 

individual's wages were paid at regular intervals. Wages earned for 

services performed, but not paid because the employer has filed for 

bankruptcy, are considered wages for the quarter in which they we re 

earned.

•* Sec. 16. AS 23.20.175(a), 23.20.190(e), 23.20.2'0(f), and 23.20 . -

277(1) are repealed.

* Sec. 17. AS 23.20.350 is repealed.

* Sec. 18. In 1987 and 1988, the percentage calculated under AS 23.- 

20.277(m), added by sec. 6 of this Act, shall be based on the estimated 

collected surcharge.
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* Sec. 19. Sections 9, 11, 12, and 1A of this Act take effect Octo­

ber 1 , 1986.
%

* Sec. 20. Sections A, 5, 6, 7, and 18 of this Act take effect January 

1, 1987.

* Sec. 21. Section 17 of this Act takes effect October 1, 1988.

CSHB 681(L&C) -14-



4

Table 3*11. Payment Data, State Interim Benefits, 1981-1965

fllflBE! NUMBER AVERAGEDf OF M l P.UERA6E UEEKLVfIRST UEEKS Of OURAIIOH BENEfllYEAR PRYT1EHIS PAIO PAYflEHTS IN UEEKS AMOUNT
1981 1,328 10,210 $1,310,019 7.7 $128.311985 1,161 11,970 $1,713,616 8.2 $115.67

Recipients by Census Urea, 1985
Htrber Percent Hinber Percent PercentArea of of total of Ueeks of lotal Amount of lotalCode Censu. Areas and Subareas Recipients Recipients Paid Ueeks Paid fliount

010 ALEUI1RH ISLANDS Cfl 7 0.51 52 0.1K $5,558 0.3K020 AKCHORASC B0R0U6H p ?«k< 35.7 1,265 35.6 622,397 35.7050 8E1HEL CA 107 7.3 AID 6.8 129,190 7.1060 BRISTOL BAY SOROUSH 1 0.1 9 0.1 666 .0070 DILLINGHAM CA 9 0.6 82 0.7 7,677 0.1090 FAIRBANKS NORIH SJRR BOR. 190 13.0 1,587 13.3 271,621 15.6100 HAINES BOROUGH 2 0.1 ’ 1 0.2 2,758 0.2110 JUNEAU BOROUGH 21 1.6 171 1.5 23,139 1.3122 KEHAI PENNIHSULA BOROUGH 133 9.1 1,279 10.7 171,118 9.8130 KE1CHIKAN GATEURY BOROUGH 0 0.0 0 0.0 0 0.0110 KOBUK CA 77 5.3 571 1.8 82,556 1.7150 KODIAK ISLAHO BOROUGH 13 0.9 97 0.8 13,115 0.8170 NAIANUSKA-SUSIINA BOROUGH • 127 8.7 1,032 8.6 112,687 8.2180 HONE CA 66 1.5 532 1.1 72,337 1.1185 KORTK SLOPE BOROUGH 17 1.2 106 0.9 18,818 1.1201 PRINCE OF URLE5-0U1ER RETCHL 17 1.2 101 0.9 13,621 0.82?0 SUKA BOROUGH 11 0.8 69 0.6 9,522 0.5231 SKA8JAY-YAKUTAT-AH600N CA 19 1.3 170 1.1 20,399 1.2210 SOUTHEAST rfllRBAHKS CA 3 0.5 65 0.5 7,071 0.1261 UALOEZ-CORDOUA CA 6 0.1 52 0.1 ,561 0.3270 UAOE HfflPTOH CA :0 2.0 267 2.2 10,293 2.3260 URANGELL-PETERSBdRG fR 9 0.6 81 r 0.7 12,701 0.7290 YUKON-KOYUKUK CA 17 3.9 192 1.1 63,659 3.7AREA UNKNOUN 6 0.1 17 0.1 7,213 0.1
IN-STR1E I01ALS 1,1(1 100.OK 11,970 100.OK $1,713,616 100.0K

Note: 13 recipients file d  claims fron more tlan one area in 1985and are assigned to th : area in which they received thegreatest anount of payments.
SOURCE: Alaska Department of Administration, Ifonthly Expenditure Journal.
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BILL SHEFFIELD, GOVERNOR

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

O FFIC E OF THE COMMISSIONER

P .O . B O X  1 1 4 9  
J U N E A U ,  A L A S K A  9 9 8 0 2

p h o n e : ( g o ? )  4 6 5 - 2 7 0 0

April 1, 1986

The Honorable Mike Navarre, Chairman
Labor & Commerce Committee
House of Representatives
P.O. Box V
Juneau, AK 99811

Dear Representative Navarre:

The Department of Labor would like to make five amendments to House Bill 
681, as set out on the enclosed pages.

Also enclosed for your information is an explanation of each of the 
amendments.

I would appreciate your help in incorporating these amendments during 
the Labor and Commerce Committee's review of the bill.

Thank you. 

Sincerely,

Jim Robison 
Commissioner

Enclosures



Department cf Labor

Rationale/Explanation 
of Proposed Amendments 

to House Bill 681

Under current law nonprofit organizations pay 50% of extended benefits (the 
state share) with the federal share being 50%. Under the 
Gramm-Rudman-Hol1ings Act (The Balanced Budget and Emergency Deficit Control 
Act of 1985) the federal share of extended benefit payments will drop because 
it is subject to sequester. This action will increase the state share. This 
amendment therefore, adjusts the C9% formula to require nonprofit organiza­
tions, who reimburse the UI Trust Fund for payments made to theit former 
employees instead of paying contributions to the fund, to continue to pay the 
total state share of extended benefits. T!.ere will be no change in the amount 
charged government entities because the: currently reimburse 100% of extended 
benefits paid.

Amendment 1:

Amendment 2:

In addition to incorporating amendment #1 into the other subsection of 
AS 23.20.277 where the formula for non-profit organizations is also refer­
enced, t h u  amendment corrects the computation set out in AS 23.20.290(e)(2) 
which is used in determining employer tax rates. The need to amend this 
paragraph was overlooked when House Bill 681 was originally drafted. The 
amendment is needed so that the change in employee contributions provided in 
House Bill 681 is taken into account when employer tax rates are calculated. 
Without this amendment, an inflated employer tax rate would occur.

Amendment 3:

The reference to subsection (b) in line 22 of page 5 is incorrect. The proper 
reference is subsection (c) and the amendment proposed corrects this error.

Amendment 4:

The formula on lines 1 and 2 of page 6 is incorrectly displayed; and the 
amendment proposed corrects this trror.

Amendment 5:

The reference to subsect on (b) in line 4 of page 6 is incorrect. The proper 
reference is subsection (c) and the proposed amendment corrects this error.

Amendments 6 , 7 and 8 . The proposed amendment corrects errors in the 
effective dates for various provisions; and aligns the effective date provi­
sions with the renumbering of the bill sections that will be required to 
incorporate the above-described amendments.



Department of Labor 

Proposed Amendments to 

House Bill 681

1. Amend lines 3 and 4 on page 3 to read:

equal to the full amount of regular benefits plus the state share 

[ONE-HALF OF THE AMOUNT] of extended benefits paid during the 

quarter or other pre-

2. Following line 11 on page 3, add two new sections to read:

Sec. 5. AS 23.20.277(e) is amended to read:

(e) At the end of each taxable year, the department shall determine 

whether the total of payments for the year made by a nonprofit organiza­

tion is less than, or in excess of, the total amount of regular benefits 

plus the state share [ONE-HALF OF THE AMOUNT] of extended benefits paid 

to individuals during the taxable year based on wages attributable to 

service in the employ of the nonprofit organization; and in the case of a 

government entity that has elected to make payments under this section, 

whether the total of payments for the year is less than, or in excess of, 

the total amount of regular benefits plus the total amount of extended 

benefits as determined in this subsection. Each organization whose total 

payments for the taxable year are less than the amount so determined is 

liable for payment of the unpaid balance to the fund in accordance with



Proposed Amendments
to House Bill 681

-2-

(f) of this section. If the total payments exceed the amount so deter­

mined for the taxable year, all or part of the excess may, at the discre­

tion of the department, be refunded from the fund or retained in the fund 

as part of the payments which m y  be required for the next taxable year.

Sec. 6 . AS 23.20.290(e)(2) is amended to read:

(2 ) the department shall subtract from the amount determined 

in (1) of this subsection the amount of any benefits reimbursed to the 

fund^ [AND] the amount of interest earned on the trust fund balance, and 

the amount of revenue collected through the employee surcharge in (g) of 

this section during those computation years;

Note to drafter: Existing bill sections 5-19 would be renumbered 7-21,

respectively.

3. Amend line 22 on page 5 to read:

schedule under (c) of this section, the individual is entitled to 

the



4. Amend lines 1 and 2 on page 6 to read:

wba=mb-2[(rnw-bpw)i 250] rounded to the next lower even numbered

5. Amend line 4 on page 6 to read:

time period used in computing the schedule under (c) of this

6 . Amend line 10 on page 12 to read:

* Sec. 19. Sections 8 , 9, 11, 12, 13, and 15 of this Act

7. Amend line 12 on page 12 to read:

* Sec. 20. Sections 4, 5, 6 , and 7 of this Act take effect 

January 1, 1987.

8 . Amend line 13 on pan:- 12 to read:

* Sec. 21. Section 18 of this Act cakes effect October 1, 1988.

Proposed Amendments -3-
to House Bill 681
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C O N T I N U A T I O N  of  F I S C A L  N O T E  A N A L Y S I S  

Fcr Bill/Resolution No. _HB 681_______

This bill proposes to provide for an automatic adjustment of the weekly 
unemployment insurance (UI) amount. The adjustment will be based on 
fluctuations in the annual average weekly wage. It is expected that 
this adjustment will result in an increase in the weekly benefit amount. 
This will impact our UI trust fund balance as well as the State Interim 
Benefit (SIB) grant payments.

The ’aw ciiange will require modifications to our computer programs, 
which is estimated at $150,000 in contractual monies (one-time expense). 
These modifications will be paid for out of federal funds.

The increase in general funds is anticipated in the SIB grant payments. 
This was determined by calculating the amount of benefits each 1985 SIB 
claimant would have received had the proposed schedule been in effect 
and'multiplying tne increase from the old schedule by the number of 
weeks that claimant was paid SIB benefits. The proposed change in the 
dependent allowance was then aaded. All variables are assumed to remain 
the sane through FY 1991. The supplemental interim benefits are paid 
from late May to early September. Since the effective date of this 
legislation is October 1, 1986, the FY 1987 funding request will only 
cover anticipated costs for May and June 1987, and is estimated at 
$ b 0 ,0 U 0 .

In addition to the increased costs associated with this bill there would 
be additional revenues to the Training and Building Fund (T & B Fund).

Section 8 of the bill would create a specific penalty on individuals who 
fraudulently receive unemployment insurance benefits. The penalty of 
50" of the fraudulently obtained benefits would be transferred to the 
T & B fund upon collection.

We estimate $150,000 would be collected in FY 87, $170,000 in 1988, and 
a 4% increase per year beyond 1988.

Assumptions:

1. Based on actual recovery of $250,000 in FY 85, 50% or $125,000 
would have been deposited to the T & B fund that year. With 
an estimated 30% increase in benefits effective October 1, 
1986 if this bill passes, we estimate $300,000 would be 
recovered, so $150,000 deposited to the T & B fund in FY 87.

2. Benefits and hence penalty recoveries would increase 4% per 
year from 1988 to 1991.

3. The bill would be effective July 1, 1986.



Introduced: 2/17/86
Referred: Labor & Commerce
Judiciary and Finance

BY THE RULES COMMITTEE BY
1 IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE BILL NO. 681

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to unemployment insurance; and

7 providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 16.10.290(a) is amended to read:

10 (a) A fish processor or primary fish buyer shall file with the

11 commissioner of labor a surety bond running to the State of Alaska

12 conditioned upon the promise to pay (1) all persons furnishing labor

13 to a fish processor or primary fish buyer, including contractual

14 employee benefits; [AND] (2) independent registered commercial fisher-

15 men for the price of the raw fishery resource purchased from tham; and

16 y r  (3) unemployment insurance contributions. The surety or sureties must 

L7 [SHALL] be satisfactory, in the determination of the commissioner.

18 * Sec. 2. AS 23.20.130(d) is amended to read:

19 (d) The training and building fund consists of all interest and

20 penalties collected under AS 23.20.185, 23.20.190, [AND] 23.20.195A

21 and 23.20.390, and all sums recovered on official bond fo ' losses

22 sustained by the fund. Training and building fund money nust [SHALL]

23 be deposi^'id in the clearing account of the unemployment compensation

24 fund for clearance only, and does not become a part of the funa. The

25 unobligated amount in the training and building fund in excess of

26 $100,000 on the close of business of the 30th day following the last

27 day of each fiscal year must [SHALL] be transferred within 20 days to

23 this state's account in the unemployment trust fund. The fund must

29 [SHALL] be included in the budget submitted to the legislature under
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the Executive Budget Act (AS 37.07). Funds available in the training 

an'* juilding fund must [SHALL] be expended upon the direction of the 

department, with the approval of the governor, when it appears to the 

governor that the expenditure is necessary for bJt not limited to

(1) the proper administration of this chapter if no federal 

funds are available for the specific purpose for which the. expenditure 

is to be made, and if the funds are not substituted for appropriations 

from federal funds that would be made available in the absence of 

those funds;

(2) the proper administration of this chapter, if appro­

priations from federal funds have been requested but not yet received, 

and the training and building fund will be reimbursed upon receipt of 

the requested federal appropriation;

(3) the purposes specified in AS 23.15.611;

(4) the purposes specified in AS 23.20.075.

Sec. 3. AS 23.20.195(a) is amended to read:

(a) If the contributions are unpaid after 30 days from the date 

of mailing or personal delivery of a written demand for payment, the 

depart -ent may [SHALL] assess and collect in the same manner as con­

tributions a penalty equal to 10 percent of the contributions due. In 

no event may the penalty be less than $ 10 [$1].

Sec. 4. AS 23.20.277(b) ir amended to read:

(b) At the end of e?ch calendar quarter, or at the end of any 

other period as determined by the department, the department shall 

bill each nonprofit organizationf,] or group of nonprofit organiza­

tions, and government entity, which has elected to make payments in 

place of contributions for either (1) a portion, as determined in (m) 

of this section, of the benefits attributable to it, or (2) 100 per­

cent of the amount attributable to the organization or entity if the

HB 681 -2-



election under (n) of this section is made. A nonprof it organi zation.

or group of nonprofit organizations, must be attributed an amount 

equal to the full amount of regular benefits plus one-half of the 

amount of extended benefits paid during the quarter or other pre­

scribed period that results from service in the employ of the nonprof­

it organization. A [AND IN THE CASE OF A] government entity which has 

elected to make payments under this section must oe attributed an 

amount equal to the full amount of the regular benefits plus the full 

amount of the extended benefits paid during the quarter or other 

prescribed period that results from [IS ATTRIBUTABLE TO] service in 

the employ of the government entity [NONPROFIT ORGANIZATION].

Sec. 5. AS 23.20.277 is amended by adding new subsections to read:

(m) An employer who is liable for payments in place of contribu­

tions shall reimbur^. the department, for the fund, a percentage of 

the amount of benefits that is attributable to it under (b) of this 

section. The percentage must be calculated and in effect on January 1 

of each year, and must be calculated by the following ronnula: 

PBC-PYS, in which 

PBC

(1) PBC = projected benefit cost, which is the amount that 

would have been paid on all weekly claims filed during the 12-month 

period ending the preceding June 30 by individuals emp yed by employ­

ers who elected tc make payments under (b) of this section, if the 

claims had been paid under the benefit schedule in effect the October 

1 following chat 12-month period; and

(2) PYS = prior year surcharge, which is the total amount 

of surcharge collected under AS 23.20.290(g) during the 12-month 

period ending the preceding June 30; however, the percentage calculat­

ed under this subsection in 1987 and 1988 w^'l be based on estimated



1 collected surcharge.

2 (n) A nonprofit organization or government entity may elect to

3 not collect from individuals in its employ the surcharge described in

4 AS 23.20.290(g) and may instead reimburse the department, for the

5 fund, 100 percent of the amount of benefits attributable to it under

6 (b) of this section. This election must be made in the same manner as

7 an election of payments in place of contributions, as described in

8 AS 23.20.276.

9 * Sec. 6. AS 23.20.290 is amended by adding a new subsection to read:

10 (g) A surcharge is payable by an insured worker to the depart-

11 ment for the unemployment trust fund. An employer shall deduct the

12 surcharge from the individual’s wages, and treat it in the manner

13 provided for handling employee contributions in AS 23.20.165(c). The

14 surcharge payable by an insured worker in the employ of an employer

15 who makes contributions under AS 23.20.165 is .6 percent of wages

16 paid. The surcharge payable by an insured worker in the employ of an

17 employer who is subject to AS 23.20.277 or AS 23.20.278 is .2 percent

18 of wages paid, unless the employer elects fully reimburse the

19 departmint under AS 23.20 277(n). For purposes of this subsection,

20 "wages" do not include that part of remuneration described in AS 23.-

21 20.175(c)(2).

2? 'v Scr 7. AS 23.20 is amended by adding a new section to read:

23 Sec. 23.20.351. AMOUNT OF BENEFITS. (a) An individual who is

24 paid at least $1,000 in wages during the individual's base period for

25 employment covered by this chapter is eligible to receive benefits

26 under this chapter if those wages were paid in at least two of the

27 calendar quarters of the individual’s base period.

28 (b) for the purpose of computing the benefits payable under this

29 chapter, the base period wages of an insured worker are determined as



1 follows:

2 (1) if the insured worker is paid 90 percent or more of the

3 worker's wages in the calendar quarter of the worker's base period in

4 which the worker was paid the greatest amount of wages, the base

5 period wages are the wages paid in the quarters of the base period

6 other than the one in which the greatest amount of wages were paid,

7 multiplied by 10; and

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

9 the worker's wages in the calendar quarter of the worker's base period

10 in which the worker was paid the greatest amount of wages, the base

11 period wages are the wages paid to the worker during the base period.

12 (c) Each year the department will compute a schedule of benefits

13 for claims that are effective after September 30 of that year. The

14 schedule will be based on data compiled from claims effective during

15 the preceding calendar year.

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

17 whose claim is effective after September 30, 1986, is entitled to

18 receive a weekly benefit amount as follows:

19 (1) if the individual's base period wage is equal to or

20 greater than the wage of the claimant who is at the 75th percentile of

21 all claimants eligible during the time period used in computing the

22 schedule under (b) of this section, the individual is entitled to the

23 maximum weekly benefit amount; the maximum weekly benefit amount is 48

24 percent of the average weekly wage of the person at the 75th percen-

25 tile of all claimants eligible during the time period used in comput-

26 ing the schedule, rounded to the nearest even-numbered dollar;

27 (2) the weekly benefit amount for an eligible claimant who

28 is not covered by (1) of this subsection is calculated under the

29 following formula:
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1 ( mw-bpw)

2 wba = mb - 2( 250 ), rounded to the next lower even-numbered

3 dollar, or 10 percent of the state average weekly wage for the

4 time period used in computing the schedule under (b) of this

5 section, rounded to the nearest even-numbered dollar, whichever

6 is greater;

7 (3) in (2) of this subsection,

8 (A) wba = weeklv benefit amount;

9 (B) mb = maximum weekly benefit, as provided in (1)

10 of this subsection;

11 (C) mw = the base period wage of the person at the

12 75th percentile of all claimants eligible during the time period

13 used in computing the schedule; and

14 (D) bpw = the claimant's base period wage.

15 (e) An individual described in (d) of this section is entitled

16 to receive a weekly benefit under this chapter for the number of weeks

17 set out in column (B) of the table in this subsection opposite the

18 applicable earnings ratio of the individual set out in column (A):

19 (A) (B)

20 Earnings Ratio Nu.ober of Weeks

21 less than 1.49 16

22 1.50 -- 1.99 18

23 2.00 -- 2.49 20

24 2.50 -- 2.99 22

25 3.00 -- 3.49 24

26 3.50 or more 26

27 (f) An individual who establishes a benefit year after

28 September 30, 1986, is eligible for an allowance for dependents in

29 addition to the individual's weekly benefit amount. The department
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may require an individual claiming or receiving an allowance for 

dependents to produce income tax returns, birth certificates, notices 

of adoption or custody, social security account number of spouse, 

vc fication of support documents, or other information necessary to 

verify that the allowance is payable to the individual. The allowance 

for dependents

(1) is $24 per week for each dependent, except that the

total allowance for dependents paid to an individual may not exceed

$72 for each week of unemployment;

(2) is payable beginning with the week during the benefit

year in which the individual claims an allowance for the dependent and

is payable for the remainder of the individual's eligibility for 

regular, extended, or supplemental payments during the benefit year; 

and

(3) may not be claimed for a new dependent after the end of 

the benefit year or after the exhaustion of regular benefits in the 

benefit year.

(g) In this section,

(1) "dependent" means an individual's

(A) unmarried child, stepchild, legally adopted child, 

or legal ward, under 18 years of age, who is

(i) lawfully in the individual's physical custody 

at the time the individual claims the allowance for depen­

dents; or

(ii) dependent on the individual for ".ore than 50 

percent of support;

(B) unmarried child, stepchild, legally adopted child, 

or legal ward of any age who is dependent on the individual for 

more than 50 percent of support and who is prevented by infirmity



from engaging j.n a gainful occupation;

(2) "earnings ratio" means the ratio obtained by dividing 

the total base period wages of the insured worker by the wages paid in 

the quarter of the base period in which the worker was paid the great­

est amount of wages;

(3) "state average weekly wage" means the average annual 

wage, as defined in AS 23.20.520, divided by 52.

Sec. 8. AS 23.20.390 is amended by adding a new subsection to read:

(f) In addition to the liability under (a) of this section for 

the amount of benefits improperly paid, an individual who is disqual­

ified from receipt of benefits under AS 23.20.387 is liable to the 

department for a penalty in an amount equal to 50 percent of the 

benefits that were obtained by knowingly making a false statement or 

misrepresenting a material fact, or knowingly failing to report a 

material fact, with the intent to obtain or increase benefits under 

this chapter. The department may, in accordance with regulations 

adopted under this chapter, waive the collection of a penalty under 

this section. The department shall transfer the penalty collected to 

the training and building fund.

Sec. 9. AS 23.20 is amended by adding a new section to read:

Sec. 23.20.391. LIEN. (a) A claim for benefits that have been 

improperly paid as a result of a false statement, misrepresentation, 

or omission, as described in AS 23.20.390(f), including a penalty, not 

paid when due is a lien in favor of the state against all the real and 

personal property of the individual.

(b) The claim becomes a lien when the department files a notice 

of the lien with the recording officer of the recording district in 

which the property is located. The claim becomes a lien on a motor 

vehicle when the department files a notice of the lien in the office



of the commissioner of public safety. Filing of the notice of lien is 

constructive notice to creditors of the owner, and to subsequent 

purchasers and encumbrancers, of the lien against the property de­

scribed in the notice.

(c) The department may release a notice of lien by filing a 

certificate of release in the manner prescribed for the filing of a 

notice of lien. The department may not file a certificate of release 

until the amount of the claim, including a penalty, if any, is paid, 

or until it receives assurance of payment which it considers adequate, 

or until the individual is absolved from liability under AS 23.20.- 

390(b).

* Sec. 10. AS 23.20 is amended by adding a new section to read:

Sec. 23.20.393. NOTICE OF ASSESSMENT, DISTRAINT AND SEIZURE,

(a) Jf the department's determination of liability under AS 23.20.- 

390(f) is final and the individual has not made repayment within 90 

days, the department may issue a notice of assessment, specifying the 

amount due, and may serve it on the individual. A pea :e officer or aa 

authorized representative of the department may serve the notice 

personally or the department may mail the notice by certified or 

registered mail with return receipt requested.

(b) If the notice is served by mail, the notice must be deposit­

ed in the post office, postage paid, and addressed to the individual 

at the individual's last address of record. The date of service is 

considered to be the day of delivery shown on the delivery receipt. 

However, if the department determines that the addressee is deliber­

ately avoiding service, then the date of service is the day of mail­

ing.

(c) If the amount assessed is not paid within 30 days after 

personal service oi mailing of the notice, the department may collect

-9 - HB f>81
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the amount stated in the assessment by the distraint or seizure of the 

property, assets, goods, and effects of the individual. Goods and 

property exempt from execution under the laws of this state are exempt 

form distraint under this section.

* Sec- 11. AS 23.20 is amended by adding a new section to read:

Sec. 23.20.394. NOTICE AND ORDER TO WITHHOLD AND DELIVER. (a) 

The department m issue to a person or a political subdivision or 

department of the state a notice and order to withhold and deliver 

property of any kind if (1) the department has reason to believe that 

the person, political subdivision, or department possesses property 

that is due or owing, or is the property of another person; and (2) 

notice of assessment has been served at least 30 days before the 

issuance of the notice and order to withhold and deliver.

(b) A peace officer or an authorized representative of the 

department may serve the notice and order to withhold and deliver. 

The person, political subdivision, or department upon whom service is 

made shall answer the notice within 10 days.

(c) If the person, political subdivision, or department possess­

es property, credits, or money subject to the claim of the department, 

it shall deliver the property to the department immediately upon 

demand.

(d) If a person fails to answer the notice and order to withhold 

ana deliver within the time prescribed, the superior court in the 

judicial district in which the order is served may enter a judgment by 

default against the person for the full amount claimed by the depart­

ment in the notice to withhold and deliver, together with costs.

* Sec. 12. AS 23.2.0.520(13) is amended to read:

(13) "employer" (A) means (i) [(A)] an employing unit which 

for some portion of a day within the calendar year has or had in

HB 681 -10-



employment one or more individuals; and (ii) [(B)] for the effective 

period of its election under AS 23.20.325, an employing unit which has 

elected to become subject to this chapter; and (B) includes an officer 

or employee of a corporation or a member or employee of a partnership 

who, as an officer, employee, or member, is under a duty to pay con­

tributions, intc , and penalties;

Sec. 13. AS 23.20 >20(21) is amended to read:

(21) "insured worker" means an individual who, with respect 

to a base period, meets the wage and employment requirements of 

AS 23.20.350 or 23.20.351, as applicable;

Sec. 1A. AS 23.20.530(a) is amended to read:

(a) In this chapter, "wages" means all remuneration for service 

from whatever source, including, but not limited to, insured work, 

noninsured work, or self-employment; commissions, bonuses, back pay 

and the cash value of all remuneration in a medium other than cash 

shall be treated as wages; gratuities customarily received by an 

individual in the course of service from persons other than the indi­

vidual's employing unit may be treated as wages received from the 

employing unit only to the extent the individual reports the gratu­

ities to the employing unit. The reasonable cash value of remunera­

tion in a medium other than cash, and the reasonable amount of gratu­

ities, shall be estimated and determined in accordance with regu­

lations adopted by the department; notwithstanding AS 23.20.350(a), 

back pay awards shall be allocated to the weeks or quarters with 

respect to which the pay was earned. If the remuneration of an indi­

vidual is not based upon a fixed period of time or if the individual's 

wages are paid in irregular intervals or in a manner which does not 

extend regularly over the period of employment, the wages shall be 

allocated to weeks or quarters in accordance with regulations adopted



1 by the department. The regulations shall, so far as possible, produce

2 results reasonably similar to those which would prevail if the indi­

3 vidual's wages were paid at regular intervals. Wages earned for

4 services performed, but not paid because the employer has filed for

5 bankruptcy, are considered wages for the quarter in which they were

6 earned.

7 * Sec. 15. AS 23.20.175(a), 23.20.190(e), 23.20.240(f), and 23.20.-

8 277(1) are repealed.

9 Sec. 16. AS 23.20.350 is repealed.

10 n!r Sec. 17. Sections 3, 4, 6, 7, 9, 10, 11, 12, 13 and 15 of this Act

]’ take effect October 1, 1986.

12 * Sec. 18. Section 5 of this Act takes effect January 1, 1987.

13 * Sec. 19. Section 16 of this Act takes effect October 1, 1988.

$
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Table 2. URGE REPLACEMENT HOOEL, PROPOSED SCHEDULE 56/216

OUTPUT:
BEHiril Yfftj? erfilHHIHG niNiran base period urge 

nminun ueekly beneiii *iouni

MRXIHUM UEEKLY BEhFlI RMOUNi

I9B5
-i 1,000
= 5 ss216

TOIPL CLRIflRNIS « 51,320I  URGE REPLfiCEMENT 2/3 ElflTS * 19.21

I CLMIS UIIH MIN SO I  URGE REPL « 61.1!

BRSE RUERP.GE NUMBER UEEKLY CIMRHUE UEEKLYPERIOD UEEKLY Of BENEF11 PERCENI URGEURGE URGE ELRIMRNIS RMOUHT ELRIMRNIS REPLRCEHENI($) ($) <S)
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Table 2. URGE PCPL0CD1CNT HOOEL, PROPOSED SCHEDULE 56/216

6RSE ROERRGE NIIIBER UEEKLY CWULMIUE UEEKLYPERIOD UEEKLY or BENEFIT PERCENI URGEURGE URGE C L M I S RHOUNI CLAIHRNTS PEPLRCEflEM
m ($) <$>
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Table 2. UflGE REPLACEMENT MOOEL, PPGPQSEO SCHEOULE 56/216

BASE RUERP.6E M R UEEKLY CUMULRTIUE UEEKLYPERIOD UEEKLY or BENEFIT PERCENT UA5EURGE URGE CLAIMANTS fiMOUNT CLAIMANTS REPLACEMENT($> ($) (!)
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House Bill 681 
Section-by-Section Analysis

OVERVIEW

Th.e Department of Labor, Employment Security Division, Unemployment 
insurance Section, operating under AS 23.20 pays temporary unemployment 
insurance benefits to qualified individuals and collects contributions to 
support the level of benefits. Both employers and employees pay contri­
butions into the trust fund, similar to paying insurance premiums.

HB 681 provides certain enhancements and housekeeping changes to 
AS 23.20, as follows:

increases current unemployment insurance benefits

ties weekly benefit amounts to wages in the state

liberalizes the dependent's allowance

establishes an employee surcharge so that employers do not bear the 
costs of the increase in the unemployment insurance weekly benefit 
amount.

imposes a penalty on claimants who defraud the benefit system and 
improves the department's ability to collect delinquent employer 
contributions and to recover from claimants benefits which were 
fraudulently obtained.

provides relief to claimants who presently are not eligible for full 
benefits because their employer has gone bankrupt and has not 
reported any earnings for them.

This section provides pHat a fish processor's surety bond, required under 
AS 16.10.290(a), may be attached for unpaid unemployment insurance taxes. 
Under this proposal Aw a g e s  and payment for raw fish would continue to 
have first priority on any action against a bond. One fourth of the fish 
processors in the state are delinquent in paying their unemployment 
taxes. This resulted in a loss to the UI Trust Fund of about $545,000 in 
calendar year 1984.

SECTION 2:

This section provides for deposit of the penalty imposed under 
AS 23.20.390(f) into the Training and Building Fund where other penalties 
and interest are deposited.

SECTION-BY-SECTION ANALYSIS

SECTION 1:
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SECTION 3:

Section 3 is a housekeeping measure to provide for the 10% penalty on 
delinquent employer reports and taxes to be optional instead of man­
datory. This provision is not presently enforced.

SECTIONS 4, 5, AND 6 :
Sections 4, 5, and 6 provide the funding mechanism for the adjustment to 
the benefit formula and schedule in Section 7. Section 6 , provides for a 
surcharge on all employees to pay for the cost of the difference in 
benefits between the current schedule and the schedule that will be 
generated by the benefit formula on October 1, 1986. Employees will bear 
the cost of this one-time increase in benefits on an ongoing basis. Any 
subsequent increases in benefits that the formula generates will be 
financed under th’ rate determination methodology ' i current statute.

Sections 4 & 5 of the bill address how nonprofit organizations and 
government entities will be charged for the amount of benefits paid to 
their former employees, recognizing the level of benefits financed by the 
surcharge.

SECTION 7:

This section modifies the unemployment insurance benefit schedule by 
providing a formula to define the amount of benefits to be paid. The 
formula ties the level of weekly benefits to the wages paid in Alaska. 
Benefits would adjust upward or downward annually as a result of changes 
in annual wages. The schedule is also expanded to provide higher bene­
fits to higher wage earners as well as a modest increase for all recipi­
ents. This formula results in an increase in the maximum weekly benefit 
amount to $246 the first year.

This section also liberalizes the provisions covering dependents allow­
ance payments. Presently a dependent claimed by one parent cannot be
claimed by the other parent until the first person's benefit year has 
expired (even if they have no remaining benefits to receive). This 
proposal allows each parent to cairn the same dependents. Three depen­
dents is the most that can be claimed by any one claimant.

SECTION 8 :

This section nrovides for a penalty to be assessed on individuals who are 
disqualified for fraudulent receipt of benefits. Currently persons who 
fraudulently receive benefits are disqualified from receiving benefits 
for a specified period of time and must repay the benefits fraudulently 
received (similar to an interest-free loan). As a further disincentive 
for fraud, the department's proposal would provide for the same
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disqualification period and restitution requirement and add a penalty of 
50% of the amount overpaid.

SECTIONS 9, 10, AND 11:

Sections 9, 10, and 11 establish provisions for liens and attachment of 
property to facilitate the collection of overpayments that are caused by 
fraudulent receipt of benefits.

SECTION 12:

Section 12 is a housekeeping measure that moves the definition of 
employer, as it relates to corporate officers, members or employees, from 
AS 23.20.240 to AS 23.20.520(13). This places the definition of employer 
all in one place in the statute. This definition of employer would now 
apply throughout AS 23.20.

SECTION 14:

Section 14 expands the definition of wages to include earnings for work 
that an employee performs but is not paid because the employer files for 
bankruptcy. Under current law, an individual's eligibility for unemploy­
ment insurance cannot be based on this work because the wages were not 
paid.

SECTIONS 13, AND 15

These sections are houseki _jping measures. Section 13 references 
AS 23.20.351, the section that now contains the benefit eligibility 
criteria. Section 15 repeals statutes that are either outdated or 
repetitive.

SECTIONS 16, 17, 18, AND 19

These sections establish effective dates.



Position Paper 
HB 681

An Act Relating to Unemployment Insurance

This b i l l  adds a new section AS 23.20.351 which establishes a formula for 
computing unemployment insurance benefits which would be tied to State average 
weekly wage and would be adjusted annually. The proposed formula raises 
benefits from their current levels.
The b i l l  establishes an employee surcharge (proposed AS 23.20.290(g)) to 
finance the in i t ia l  increase in benefits under the proposed formula. Two 
options are provided for nonprofit organizations and government entities who 
have chosen to reimburse the Department of Labor for benefits paid. These 
are: (1) they can collect the surcharge and pay an amount determined by the
formula in proposed AS 23.20.277(m) or (2) under proposed AS 23.20.277(m), 
reimburse the Department of Labor the fu l l amount of their respective shares 
and forego collection of the surcharge.
Additional penalties are assessed individuals fraudulently obtaining benefits 
and additional fa c i l i t ie s  are provided for their collection. Proposed amend­
ments also enhance the Department of Labor's ab i l i ty  to collect contributions 
from delinquent employers. Also included are housekeeping amendments.

Section 6 of this act provides for an employee surcharge to assist the employer 
in the cost of the additional unemployment insurance benefits. Section 5 o* 
the act allows the employer the option of collecting or not collecting the 
surcharge from employers. I f  surcharge is not collected the employer would 
need to pay 100% of the cost.
In order for the State to collect the surcharge from covered employees, major 
changes to the statewide payroll w il l be required. The one time cost to 
change the payroll system, forms, procedures, etc., is estimated at $115.0. 
Ongoing annual cost w il l be $20.0 per year.

The State would select the option of collecting the surcharge from employees 
in order to keep employer cost for unemployment insurance to a minimum.
I f  gross wages for covered employees were $500 m illion, the surcharge at 0.2% 
would be $1.0 million.

Summary

Position

Division of Finance

Date
Department of Administration 
1/3D1/0311-01/1
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
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CONTINUATION of FISCAL NOTE ANALYSIS

For HB 681

The operation of the automated payroll system and associated manual processes 
involved in paying employee salaries, assessing employer charges, and the taking 
of employee contributions is a daily function of the Division of Finance, 
Department of Administration (DOA).
Section 6 of this act (HB 681) provides for a surcharge to be deducted from 
individual employee's wages and held in trust until needed for payment 
|AS 23.23.165(c)-.
The b i l l  allows the State two options for collecting the surcharge:
1. The employer may assume the surcharge as an employer cost and not assess 

the employee in accordance with Section 5(n) of the b i l l .
This option would not require payroll system changes but employer costs 
would increase based on a formula defined by Section 5(m) of the b i l l .
I f  the formula resulted in a cost of .2 percent of gross wages paid by
the State, and gross wages were $500 m illion, then the increase in
employer costs would be $1.0 million.

2. The employer may assess the employee in accordance with Section 6(g) of 
the b i l l .
We assume that the State would choose this second option as i t  would be 
less costly in terms of employer costs. The dollars reflected on the 
front page and in the following analysis reflect the impact of this 
employee surcharge option.

The impact of the second option on the automated payroll system, reports, 
forms, and manual processes of having to assess, maintain records, report and 
transmit surcharge contributions is very significant.
Each type of employee contribution requires additional data fields for the 
amounts. These fields must be established in numerous f i le s , on numerous 
forms, and in numerous reports as well as the addition of computer program 
logic to calculate, pass, and record amounts collected.
One-time costs to implement this new employee surcharge are as follows:
1. Programming efforts that would be required to process changed forms, 

process expanded payroll f i le s , and make changes to calculation programs 
and reporting programs are estimated at three programmers fu ll-time for
six months, for a cost of approximately $100,000.

2. One-time efforts of approximately 500 hours would be required by Payroll 
Section technicians in order to make Administrative Manual changes, 
procedure changes, forms changes, and to train agencies prior to 
implementation.

-•  - —  — •»> -*• if*
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On-going additional e ffo rt that would be required in the Payroll Section, DOA, 
is estimated at 775 hours per year. This new employee tax or surcharge would 
affect nearly every payroll warrant we write. New reporting, adjusting, 
calculating, and account balancing efforts would a il be required.
In summary, the impact on the Division of Finance is as follows:

Cost of programming changes to the payroll 
and affected subsystems -
(18 months at $5,550/mo) .................................................. $100,000

One-time cost to change forms, procedures,
etc. (500 hours at an average of $30/hour).................. 15,000
TOTAL ONE-TIME COST ......................................................... $115,000
Additional on-going annual cost

(755 hours at $26.5 0 /h o u r ) ....................................$ 20,000
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RECORDS 
CERTIFICATION

I, the undersigned, an employee o f the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

o f the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to microfilm its records and to dispose o f the original records 

after m icrofilm reproductions have been made.

Date

02-B19 (REV 8/78)




