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ANALYSIS OF FISCAL NOTE FOR

"Ad Act relating to Unemployment Insurance”

Section 9 of this bill provides for a penalty to be ^ s e s s e d  claimants who 
are disqualified for the fraudulent receipt «.£ unemployment insurance 
benefits. The penalty will be 50% of the benefits that were obtained 
fraudulently, and the penalties will be deposited in the general fund as 
unrestricted revenues. Calculations to arrived at estimated anticipated 

revenues are as follows:

Total detected fraudulent payments made per year 

50% penalty on detected fraudulent payments 

A 75% collection rate on the established penalties

Rounded off to

Assumptions:

1. An effective date of July 1, 1988.

2. Detected fraudulent payments will remain at about $260,000/year

thru 1992.

3. A 75% collection rate will be maintained. The other 25% are
uncollectible because of people leaving the state, or otherwise not
being able to pay back the funds.

$260,000 

$130,000 

$ 97,500 

$ 97,000/year
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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J o  I f  E A D

J a n u a r y  20, 19 8 8

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  o f  t h e  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  9 9 8 1 1

D e 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 ­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to  u n e m p l o y m e n t  
i n s u r a n c e .  T h e  b i l l  m a k e s  m i s c e l l a n e o u s  a m e n d m e n t s ,  i n c l u d­
in g  s o m e  t h a t  a r e  m e r e l y  h o u s e k e e p i n g  a m e n d m e n t s ,  to  c u r r e n t  
law. A  s e c t i o n - b y - s e c t i o n  a n a l y s i s  o f  t h e  b i l l  f o l l o w s .

S E C T I O N - B Y - S E C T I O N  A N A L Y S I S

S e c t i o n  1 :

T h e  p r o p o s e d  a m e n d m e n t  o f  A S  1 6 . 1 0 . 2 9 0 ( a )  e n h a n c e s  t h e  d e ­
p a r t m e n t ' s  a b i l i t y  to  c o l l e c t  d e l i n q u e n t  u n e m p l o y m e n t  i n s u r­
an c e  c o n t r i b u t i o n s  f r o m  fi s h  p r o c e s s o r s  a n d  f i s h  b u y e r s .  
T h e  d e p a r t m e n t ' s  f i g u r e s  i n d i c a t e  t hat, as o f  J a n u a r y  1, 
1987, 25 p e r c e n t  o f  a l l  f i s h  p r o c e s s o r s  a n d  b u y e r s  w e r e  d e­
l i n q u e n t  i n  t h e i r  c o n t r i b u t i o n s .  T h o s e  d e l i n q u e n c i e s  r e­
s u l t e d  in a lo s s  fto t h e  u n e m p l o y m e n t  t r u s t  f u n d  o f  a b o u t  
$ 7 2 0 , 0 0 0  as o f  t h a t  d a t e .  U n d e r  t h e  p r o p o s e d  a m e n d m e n t ,  t h e  
d e p a r t m e n t  m a y  a s s e r t  c l a i m s  f o r  c o n t r i b u t i o n s  a g a i n s t  t h e  
f i s h  p r o c e s s o r s '  a n d  b u y e r s '  s u r e t y  b o n i s ,  s u c h  c l a i m s  h a v­
ing  n e x t  p r i o r i t y  a f t e r  c l a i m s  for w a g e s  a n d  for p a y m e n t  for 
r a w  fish.

S e c t i o n  2 :

T h e  a m e n d m e n t  o f  A S  2 3 . 2 0 . 1 9 5 ( a )  in t h i s  s e c t i o n  is a h o u s e­
k e e p i n g  m e a s u r e  p r o v i d i n g  for t h e  10 p e r c e n t  p e n a l t y  o n  d e­
l i n q u e n t  e m p l o y e r  r e p o r t s  a n d  t a x e s  t o  b e  d i s c r e t i o n a r y  i n­
s t e a d  o f  m a n d a t o r y .  I t  a l s o  i n c r e a s e s  t h e  m i n i m u m  p e n a l t y  
t o  $10 f r o m  $1. T h i s  p r o v i s i o n  is n o t  p r e s e n t l y  e n f o r c e d  in 
c a s e s  for w h i c h  it  is n o t  c o s t  e f f e c t i v e  to d o  so. A  d i s­
c r e t i o n a r y  p e n a l t y  w o u l d  c o n f o r m  t h e  s t a t u t e  t o  c u r r e n t  
p r a c t i c e ,  a n d  r e m o v e  t h e  r e q u i r e m e n t  o n  t h e  d e p a r t m e n t  t o  
a s s e s s  a n d  c o l l e c t  p e n a l t i e s  r e g a r d l e s s  o f  w h e t h e r  t h e  s t a t e  
a c t u a l l y  l o s e s  m o n e y  in d o i n g  so.
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S e c t i o n s  3 a n d  4 ;

T h e  a m e n d m e n t s  t o  A S  2 3 . 2 0 . 2 0 5  (c) a n d  A S  2 3 . 2 0 . 2 2 0  (a) in 
t h e s e  s e c t i o n s  c l a r i f y  t h e  p r o c e d u r e s  f o r  t h e  a p p e a l  b y  an  
e m p l o y e r  o f  t h e  d e p a r t m e n t ' s  a s s e s s m e n t  a g a i n s t  t h e  e m p l o y e r  
for u n e m p l o y m e n t  c o n t r i b u t i o n s . T h e  d e p a r t m e n t  m a y  e x t e n d  
t h e  3 0 - d a y  a p p e a l  f i l i n g  d e a d l i n e  f o r  c i r c u m s t a n c e s  b e y o n d  
the c o n t r o l  o f  a n  e m p l o y e r .  A l s o ,  t h e  a m e n d m e n t s  c l a r i f y  
t h a t  if  t h e  e m p l o y e r  f i l e s  s e c u r i t y  v/ith t h e  a p p e a l ,  the 
c o l l e c t i o n  o f  the a s s e s s m e n t  w i l l  b e  s t a y e d  p e n d i n g  d e t e r -  

. m i n a t i o n  o f  t h e  a p p e a l .

In  a d d i t i o n ,  e x t r a n e o u s  l a n g u a g e  i n  A S  2 3 . 2 0 . 2 2 0  is b e i n g  
d e l e t e d .

S e c t i o n s  5, 6, a n d  7 ;

U n d e r  c u r r e n t  law, n o n p r o f i t  o r g a n i z a t i o n s  a n d  g o v e r n m e n t a l  
e n t i t i e s  m a y  e l e c t  t o  r e i m b u r s e  t h e  A l a s k a  D e p a r t m e n t  o f  
L a b o r  a f t e r  i t  h a s  p a i d  e i t h e r  r e g u l a r  o r  e x t e n d e d  u n e m p l o y­
m e n t  i n s u r a n c e  b e n e f i t s  t o  a n  u n e m p l o y e d  w o r k e r ,  i n s t e a d  of  
p a y i n g  c o n t r i b u t i o n s  a h e a d  o f  t i m e  u n d e r  A S  2 3 . 2 0 . 1 6 5 .  U n­
d e r  A S  2 3 . 2 0 . 4 0 6 ,  e x t e n d e d  b e n e f i t s  a r e  p a y a b l e  to an  u n e m­
p l o y e d  w o r k e r  o n l y  a f t e r  t h a t  p e r s o n  (1) h a s  e x h a u s t e d  h i s  
o r  h e r  r e g u l a r  b e n e f i t s  a n d  (2) is o t h e r w i s e  q u a l i f i e d  u n d e r  
A S  2 3 . 2 0 .  I n  a d d i t i o n ,  e x t e n d e d  b e n e f i t s  are o n l y  a v a i l a b l e  
d u r i n g  c e r t a i n  h i g h  u n e m p l o y m e n t  p e r i o d s .  S e e  A S  2 3 . 2 0 . 4 0 8 .  
I f  a n o n p r o f i t  o r g a n i z a t i o n  d o e s  n o t  p a y  c o n t r i b u t i o n s  in 
a d v a n c e  u n d e r  A S  2 3 . 2 0 . 1 6 5 ,  t h e n ,  c u r r e n t l y ,  it m u s t  r e i m­
b u r s e  100 p e r c e n t  o f  t h e  r e g u l a r  b e n e f i t s  a n d  50 p e r c e n t  o f  
t h e  e x t e n d e d  b e n e f i t s  p a i d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  L a­
bor. T h e  f e d e r a l  g o v e r n m e n t  r e i m b u r s e s  t h e  o t h e r  50 p e r c e n t  
o f  t h e  e x t e n d e d  b e n e f i t s  p a i d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  
L a b o r .

U n d e r  t h e  G r a m m - R u d m a n - H o l l i n g s  A c t  (the f e d e r a l  B a l a n c e d  
B u d g e t  a n d  E m e r g e n c y  D e f i c i t  C o n t r o l  A c t  o f  19 8 5 ) ,  t h e  f e d­
er a l  s h a r e  ( c u r r e n t l y  50 p e r c e n t )  of  e x t e n d e d  b e n e f i t s  p a y­
m e n t s  m i g h t  d e c r e a s e  b e c a u s e  it is s u b j e c t  t o  s e q u e s t a t i o n .  
I f  t h a t  h a p p e n s ,  u n d e r  e x i s t i n g  A S  2 3 . 2 0 . 2 7 7 ( b )  t h e  s t a t e  
w o u l d  h a v e  t o  a b s o r b  t h e  l o s s  o f  f e d e r a l  m o n e y  b e c a u s e  t h e  
n o n p r o f i t  o r g a n i z a t i o n  s h a r e  is f i x e d  a t  50 p e r c e n t .  To  
o f f s e t  t h a t  loss, n o n p r o f i t  o r g a n i z a t i o n s  t h a t  c h o o s e  to 
r e i m b u r s e  t h e  d e p a r t m e n t  f o r  b e n e f i t s  p a i d  t o  t h e i r  f o r m e r  
e m p l o y e e s  w i l l ,  u n d e r  t h e  a m e n d m e n t s  t o  A S  2 3 . 2 0 . 2 7 7 ( b ) ,  
( e ) , a n d  (1) (secs. 5, 6, a n d  7 o f  the b i l l ) ,  b e  r e q u i r e d  to 
r e i m b u r s e  t h e  d i f f e r e n c e  b e t w e e n  t h e  100 p e r c e n t  o f  t h e  e x­
t e n d e d  b e n e f i t s  a l r e a d y  p a i d  b y  t h e  d e p a r t m e n t  a n d  the 
a m o u n t  s u b s e q u e n t l y  r e i m b u r s e d  b y  t h e  f e d e r a l  g o v e r n m e n t .  
T h e  a m o u n t  c h a r g e d  g o v e r n m e n t  e n t i t i e s  w i l l  n o t  c h a n g e
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b e c a u s e  t h e y  a l r e a d y  r e i m b u r s e  100 p e r c e n t  o f  t h e  e x t e n d e d  
b e n e f i t s  p a i d  b y  t h e  d e p a r t m e n t .

S e c t i o n  8 :

T h i s  a m e n d m e n t  o f  A S  2 3 . 2 0 . 2 9 0 ( d )  p r o v i d e s  for r o u n d i n g  t h e  
e m p l o y e e  c o n t r i b u t i o n  t o  t h e  n e a r e s t  o n e - h u n d r e d t h  o f  o n e  
p e r c e n t .  C u r r e n t  l a w  r e q u i r e s  r o u n d i n g  t o  t h e  n e a r e s t  
o n e - t e n t h  o f  o n e  p e r c e n t .  U n d e r  c u r r e n t  A S  2 3 . 2 0 . 2 9 0 ( c ) ,  
h o w e v e r ,  t h e  e m p l o y e r  c o n t r i b u t i o n  is to  b e  r o u n d e d  t o  t h e  
n e a r e s t  o n e - h u n d r e d t h ,  so e m p l o y e r s  c u r r e n t l y  p a y  o r  c o l l e c t  
o n e  t a x  r o u n d e d  to o n e - h u n d r e d t h  a n d  a n o t h e r  r o u n d e d  to 
o n e - t e n t h  o n  t h e  s a m e  w a g e s .  T h e  a m e n d m e n t  p r o v i d e s  m o r e  
c o n s i s t e n c y  f o r  e m p l o y e r s .

S e c t i o n  9 t

U n d e r  p r o p o s e d  A S  2 3 . 2 0 . 3 9 0 ( f ) ,  i n d i v i d u a l s  w h o  f r a u d u l e n t l y  
o b t a i n  b e n e f i t s  i n c u r  a n  a d d i t i o n a l  m o n e t a r y  p e n a l t y  o f
50 p e r c e n t  o f  t h e  a m o u n t  i m p r o p e r l y  r e c e i v e d ,  u n l e s s  t h e
d e p a r t m e n t  w a i v e s  t h e  p e n a l t y ,  w i t h  a n y  p e n a l t i e s  c o l l e c t e d  
to  g o  t o  t h e  g e n e r a l  fund. C u r r e n t l y ,  u n d e r  A S  2 3 . 2 0 . 3 8 7 ,  a 
p e r s o n  w h o  f r a u d u l e n t l y  r e c e i v e s  b e n e f i t s  is d i s q u a l i f i e d  
f r o m  r e c e i v i n g  b e n e f i t s  f o r  a s p e c i f i e d  p e r i o d  o f  t i m e ,  and, 
u n d e r  A S  2 3 . 2 0 . 3 9 0 ( a ) ,  m u s t  r e p a y  t h e  b e n e f i t s  f r a u d u l e n t l y  
r e c e i v e d  (a s i t u a t i o n  s i m i l a r  t o  ai. i n t e r e s t - f r e e  loan) . A s
a f u r t h e r  d i s i n c e n t i v e  f o r  f r a u d ,  t h e  50 p e r c e n t  p e n a l t y  is
p r o p o s e d .

S e c t i o n  1 0 :

T h i s  s e c t i o n  p r o p o s e s  n e w  A S  2 3 . 2 0 . 3 9 1 ,  2 3 . 2 0 . 3 9 3 ,  a n d
2 3 . 2 0 . 3 9 4 ,  w h i c h  e s t a b l i s h  p r o v i s i o n s  for l i e n s  a n d  a t t a c h­
m e n t  o f  p r o p e r t y  t o  f a c i l i t a t e  t h e  c o l l e c t i o n  o f  o v e r p a y­
m e n t s  t h a t  a r e  c a u s e d  b y  f r a u d u l e n t  r e c e i p t  o f  b e n e f i t s .  
T h e  t h r e e  p r o p o s e d  s t a t u t e s  a r e  b a s e d  o n  e x i s t i n g  
A S  2 3 . 2 0 . 2 0 0 ,  2 3 . 2 0 . 2 0 5 ,  a n d  2 3 . 2 0 . 2 1 5 ,  r e s p e c t i v e l y ,  r e­
g a r d i n g  l i e n s  o n  t h e  p r o p e r t y  o f  a n  e m p l o y e r  f o r  f a i l u r e  to 
m a k e  t h e  r e q u i r e d  c o n t r i b u t i o n s .  P r o p o s e d  A S  2 3 . 2 0 . 3 9 1 ( b ) ,  
w h i c h  t r a c k s  e x i s t i n g  A S  2 3 . 2 0 . 2 0 0 ( b ) ,  r e f e r s  to  t h e  l i e n  
b e i n g  " c o n s t r u c t i v e  n o t i c e  t o  c r e d i t o r s "  a n d  is i n t e n d e d  t o  
e s t a b l i s h  t h e  p r i o r i t y  o f  t h e  s t a t e  o v e r  u n s e c u r e d  a n d  u n r e­
c o r d e d  c r e d i t o r s ,  w h e t h e r  p r i o r  o r  s u b s e q u e n t ,  as w e l l  as 
s u b s e q u e n t  s e c u r e d  c r e d i t o r s .

S e c t i o n  1 1 :

U n d e r  c u r r e n t  law, an  i n d i v i d u a l ' s  e l i g i b i l i t y  f o r  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  is b a s e d  u p o n  w a g e s  p a i d  t o  t h e
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i n d i v i d u a l .  T h u s ,  i f  a n  i n d i v i d u a l  w o r k s  f o r  an  e m p l o y e r  
w h o  f i l e s  for b a n k r u p t c y  a n d  d o e s  n o t  p a y  i t s  e m p l o y e e s ,  t h e  
i n d i v i d u a l  d o e s  n o t  q u a l i f y  f o r  u n e m p l o y m e n t  b e n e f i t s .  T h e  
p r o p o s e d  a m e n d m e n t  to  A S  2 3 . 2 0 . 5 3 0 ( a )  i n  t h i s  s e c t i o n  r e c­
ti f i e s  t h i s  s i t u a t i o n .  T h i s  s e c t i o n  e x p a n d s  t h e  d e f i n i t i o n  
o f  " w a g e s "  t o  i n c l u d e  e a r n i n g s  for w o r k  t h a t  a n  e m p l o y e e  
p e r f o r m s  b u t  is n o t  p a i d  f o r  b e c a u s e  t h e  e m p l o y e r  f i l e s  f o r  
b a n k r u p t c y .

S e c t i o n  1 2 :

T h i s  s e c t i o n  r e p e a l s  t w o  o u t d a t e d  s u b s e c t i o n s  o f  
A S  2 3 . 2 0 . 1 7 5 .

S e c t i o n s  13 a n d  1 4 :

T h e s e  s e c t i o n s  p r o v i d e  f o r  e f f e c t i v e  d a t e s ,  w i t h  t h e  a m e n d­
m e n t  r e g a r d i n g  t h e  r o u n d i n g  o f  e m p l o y e e  c o n t r i b u t i o n s  t a k i n g  
e f f e c t  J a n u a r y  1, 1989, a n d  t h e  o t h e r  c h a n g e s  t a k i n g  e f f e c t  
i m m e d i a t e l y .
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ANALYSIS OF FISCAL NOTE FOR 

"An Act relating to unemployment insurance..."

Section 9 of thin bill provides for a penalty to be assessed claimants who 
are disqualified for the fraudulent receipt of unemployment insurance 
benefits. The penalty will be 50% of the benefits that were obtained 
fraudulently, and the penalties will be deposited in the general fund as 
unrestricted revenues. Calculations to arrive at estimated anticipated 

revenues are as follows:

Total detected fraudulent payments made per year - $300,000

50% penalty on detected fraudulent payments - $150,000

A 75% collection rate on the established penalties - $112,500

Rounded off to - $110,000/year

Assumptions:

1. An effective date of July 1, 1988.

2. Detected fraudulent payments will remain at about $300,000/year thru 

1992.

3. A 75% collection rate will be maintained. The other 25% are 
uncollectible because of people leaving the state, or otherwise not 
being able to pay back the funds.
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