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O r i g i n a l  s p o n s o r :  Ru le s /G ove rn o r

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE B ILL NO. 268 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION 
A BILL

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  to  the  use  o f  employee c o n t r i b u t i o n s
f o r  unemployment in s u r a n c e ;  and c l a r i f y i n g  p r o v i s i o n s  
r e l a t e d  to  repayment o f  advances t o  the unemployment 
t r u s t  f u n d . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1 . AS 2 3 . 2 0 . 1 3 5 ( b )  i s  amended t o  r e a d :

(b )  The depar tment , o r  a des ignee  o f  the  depa r tment ,  s h a l l  
immed ia te ly  d e p o s i t ,  upon r e c e i p t ,  a l l  money p a yab le  t o  the  fund  in  
the c l e a r i n g  accoun t .  Re funds o f  c o n t r i b u t i o n s  e r r o n e o u s l y  c o l l e c t e d  
and p ayab le  under AS 2 3 . 2 0 . 2 2 5  and 2 3 . 2 0 . 5 2 6 ( a ) ( 1 1 )  may be p a id  from 
the c l e a r i n g  account i n  th e  same manner, o r  f rom  the t r a i n i n g  and 
b u i l d i n g  fund .  I n t e r e s t  and p e n a l t y  payments may n o t  be re fu nd ed  f rom 
the  unemployment compensat ion fund .  A f t e r  c l e a r a n c e ,  a l l  money i n  the 
c l e a r i n g  a c c o u n t , except f o r  t h a t  p o r t i o n  o f  employee c o n t r i b u t i o n s  
unde r AS 2 3 . 2 0 . 1 4 0 ,  s h a l l  be immed ia te ly  d e p o s i t e d  w i th  th e  Un i te d  
S t a t e s  S e c r e t a r y  o f  the T re a s u r y  t o  the  c r e d i t  o f  the  account o f  t h i s  
s t a t e  i n  the  unemployment t r u s t  fund e s t a b l i s h e d  and m a in ta in ed  under 
42 U .S .C .  1104 ( s e c .  904 ,  S o c i a l  S e c u r i t y  A c t ) ,  as amended.

* Sec. 2 .  AS 2 3 . 2 0 . 1 4 0  i s  amended t o  r e a d :
Sec. 2 3 . 2 0 . 1 4 0 .  ADVANCES. When, i n  accordance w i th  42 U .S .C .  

1321 -  1324 ( T i t l e  X I I ,  S o c i a l  S e c u r i t y  A c t ) ,  as amended, th e  b a lance  
i n  the  unemployment t r u s t  fund  reaches  a p o i n t  where the g o v e rn o r  must 
app ly  f o r  an advance in  o r d e r  t o  o b t a i n  f o r  the  s t a t e  and i t s  c i t i z e n s  
the  advantages a v a i l a b l e  unde r 42 U .S .C .  1321 -  1324 ,  the  department
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s h a l l  n o t i f y  the  gove rno r  and t a k e  o t h e r  a c t i o n  which i s  a p p r o p r i a t e  
t o  o b t a i n  an advance to  the  unemployment t r u s t  fund and a r ra ng e  f o r  
i t s  repayment i n  accordance w i th  42 U .S .C .  1321 - 1324 .
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A M E N D M E N T

By Ulmer
TO: HB 268

Page 2 ,  a f t e r  l i n e  1:
I n s e r t  a new b i l l  s e c t i o n  t o  r e a d :

■j
" *  Sec. 3 .  AS 2 3 . 2 0 . 3 7 8 ( c )  i s  amended t o  r e a d :

( c )  An in s u r e d  wo rke r  i s  d i s q u a l i f i e d  f o r  w a i t ing -w eek  c r e d i t  o r  
b e n e f i t s  f o r  a week o f  unemployment w h i l e  th e  i n s u r e d  wo rke r  i s  p u r su ­
ing  an academic e duc a t i o n  [ATTENDS AN ESTABLISHED SCHOOL IN A COURSE 
OF STUDY PROVIDING ACADEMIC INSTRUCTION OF 10 OR MORE CREDIT HOURS PER 
WEEK, OR THE i }UIVALENT]. A d i s q u a l i f i c a t i o n  under  t h i s  s u b se c t i o n  
beg in s  w i t h  the  f i r s t  week o f  academic i n s t r u c t i o n  and ends w i th  the 
week im m ed ia te ly  b e f o r e  the  f i r s t  f u l l  week i n  which the in su red  

( wo rke r  i s  no l o n g e r  a t t e n d in g  c l a s s e s  i f  th e  i n s u r e d  w o rke r  c e r t i f i e s  
t h a t  th e  p e r i o d  o f  nona t tendance  w i l l  l a s t  a t  l e a s t  60 days .  However , 
an i n s u r e d  w o rke r  who was work ing  a t  l e a s t  30 hou rs  a week w h i l e  
p u rsu ing  an academic e duc a t io n  i s  n o t  d i s q u a l i f i e d  f o r  w a i t ing -week  
c r e d i t  o r  b e n e f i t s  under t h i s  s u b s e c t i o n  i f  the  i n s u r e d  w o rk e r  became 
unemployed because the  w o rke r  was l a i d  o f f  o r  the  w o r k e r ' s  j o b  was 
e l im i n a t e d . I n  t h i s  s u b s e c t i o n ,

( 1 )  " p u r su in g  an academic e d u c a t i o n "  means a t t e n d in g  an 
e s t a b l i s h e d  s ch oo l  i n  a cou rse  o f  s tudy  p r o v i d i n g  academic i n s t r u c t i o n  
o f  10 o r  more c r e d i t  hou rs  p e r  week, o r  the  e q u i v a l e n t ;

( 2 )  [THE TERM] " s c h o o l "  i n c lu d e s  p r im a ry  s c h o o l s ,  seconda ry
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s c h o o l s ,  and i n s t i t u t i o n s  o f  h ig h e r  e d u c a t i o n . "

i t
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STEVE C O W P E R

S t a t e  o f  A l a s k a

□  f f j c e  O F  T H E  g o v e r n o r  

tj U  S  E  A  C

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  of the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

De a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n­
stit 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  t o  u n e m p l o y m e n t  
ins u r a n c e .

AS 2 3 . 2G c o n t a i n s  a c o m p r e h e n s i v e  s c h e m e  for b o t h  t h e  c o l­
le c t i o n  of  u n e m p l o y m e n t  i n s u r a n c e  c o n t r i b u t i o n s  f r o m  e m p l o y­
ers a n d  e m p l o y e e s  a n d  for the p a y m e n t  o f  u n e m p l o y m e n t  i n s u r­
ance b e n e f i t s  to u n e m p l o y e d  w o r k e r s  in t h e  S t a t e  o f  A l a s k a .  
The e c o n o m i c  c o n d i t i o n s  in the S t a t e  o f  A l a s k a  o v e r  the p a s t  
c o u p l e  o f  y e a r s  h a v e  c r e a t e d  a s i t u a t i o n  in w h i c h ,  at the 
same ti m e  t h a t  e m p l o y e e  a n d  e m p l o y e r  c o n t r i b u t i o n s  to 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  fund h a v e  d e c r e a s e d ,  the p a y m e n t  
of b e n e f i t s  o u t  o f  t h a t  fu n d  has d r a m a t i c a l l y  i n c r e a s e d .  
The r e s u l t  w i l l  be t h a t  by or near t h e  e n d  o f  1987, the 
a b i l i t y  of  the s t a t e  to p a y  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  
w i l l  be  in j e o p a r d y  b e c a u s e  the fund b a l a n c e  w i l l  b e  r e d u c e d  
to n e a r  zero.

Th e r e f o r e ,  in a c c o r d a n c e  w i t h  e x i s t i n g  A S  2 3 . 2 0 . 1 4 0 ,  the 
s tate w i l l  n e e d  to  o b t a i n  a d v a n c e s  f r o m  t h e  f e d e r a l  g o v e r n­
me n t  in o r d e r  t o  s u p p o r t  the p a y m e n t  o f  u n e m p l o y m e n t  i n s u r­
ance b e n e f i t s  u n t i l  s u c h  time as the e c o n o m i c  c o n d i t i o n s  in 
the S t a t e  o f  A l a s k a  t u r n  around, and e m p l o y e r  a n d  e m p l o y e e  
c o n t r i b u t i o n s  o n c e  a g a i n  are s u f f i c i e n t  t o  k e e p  t h e  fu n d  
solvent.

S i n c e  1982, the f e d e r a l  g o v e r n m e n t  has c h a r g e d  i n t e r e s t  on 
the a d v a n c e s  it m a k e s  to s t a tes. U n d e r  f e d e r a l  law (42 
U.S.C. 1322 (b)(5)), the i n t e r e s t  m a y  n o t  b e  p a i d  f r o m  e m­
pl o y e r  c o n t r i b u t i o n s ,  n o r  m a y  it be  p a i d  f r o m  t h e  u n e m p l o y­
me n t  c o m p e n s a t i o n  fund. T h e  D e p a r t m e n t  o f  L a b o r  h a s  d e­
te r m i n e d  t h a t  i n t e r e s t  can, h o w e v e r ,  b e  p a i d  f r o m  a p o r t i o n  
o f  e m p l o y e e  c o n t r i b u t i o n s  to the fund. T h i s  b i l l  c l a r i f i e s  
the D e p a r t m e n t  o f  L a b o r ' s  a u t h o r i t y  to p a y  t h e  i n t e r e s t  on  
a d v a n c e s  by u s i n g  e m p l o y e e  c o n t r i b u t i o n s .



.  *

Hon. Ben G r u s s e n d o r f  P a g e  2

S e c t i o n  2 of t h e  b i l l  is a h o u s e k e e p i n g  m e a s u r e  t h a t  s i m p l y  
m a k e s  a r e l a t e d  p r o v i s i o n  m a k e  sense.

I r e c o m m e n d  p r o m p t  a n d  f a v o r a b l h i s  p r o p o s a l .
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DEPARTM ENT OF LABOR /
/

j

OFFICE OF THE COMMISSIONER /

April 15, 1987

Honorable Ben Grussendorf 
Speaker
House of Representatives
P.O. Box V
Juneau, AK 99811

Dear Mr. Speaker:

The Department of Labor has one critical piece of legislation, House 
Bill 268, that I would like to bring to your attention.

As you may be aware, the economic downturn throughout the state is 
literally draining Alaska's Unemployment Insurance Trust Fund. We 
project that this fund, which is comprised of employee and employer 
payroll contributions that are used to pay unemployment insurance 
benefits to unemployed workers, will be insolvent by early 1988.

As background information, I would explain that Alaska's employer and 
employee contribution rates are designed to be responsive to benefit 
outlays. However, the formula did not anticipate the sharp and pro­
longed economic decline being experienced. Accordingly, aside from 
drastically reducing benefit outlays immediately, it does not appear 
that any corrective measures can be instituted in time to arrest 
depletion of the Trust Fund. Other states which have encountered 
solvency problems have also found that by the time the impact is
realized on a Trust Fund, there is not sufficient time to implement 
corrective measures to reverse the trend. In addition, the corrective 
measures themselves are unattractive in recessionary periods as they
serve to fuel further economic decline.

As Governor Cowper explained in his transmittal letter for House Bill 
268, the federal government will advance the money to permit the 
continued payment of benefits. However, interest on the advanced money 
cannot be paid from the Trust Fund. Legislation is, therefore, needed 
to permit using employee contributions, which presently go into the 
Trust Fund, to pay the interest. House Bill 268, introduced April 13, 
effects the necessary statute change.



Honorable Ben Grussendorf - 2- April 15, 1987

We need to have ,nis legislation in place before tie end of 1987, and 
due to the short time remaining in this legislative session, I wanted to 
make you aware of the situation.

It is expected that economic recovery, combined with the self-correcting 
mechanisms built into our existing unemployment ins«: '■nee law, will 
return the fund to a solvent condition in 1991.

Thank you.

|Commissioner\J
JS:cm
10401




