


SCS HB 384 (L & C)

Sec. 1

Sec. 10

Sec. 13

Sec. 14

SCS HB 384 (L & C) makes several m i s c e l l a n e o u s  a me n d m e n t s ,  some o f  w h i c h  

are 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 nt s ,  to A l a s k a ' s  u n e m p l o y m e n t  insurance 

law. U n d e r  its m o r e  si g n i f i c a n t  p r o v i s i o n s ,  the Dill:

- e n h a n c e s  the D e p a r t m e nt  o f  Labor'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 surance c o n t r i b u t i o n s  f r o m  fish p r o c e s s o r s  and fish 

b u y e r s  by p e r m it t i n g  the D e p a r t m e n t  to a t t a c h  t h e i r  s u r e t y  bonds for 

the d e l i n q u e n t  contributions.

- p r o vides s t i f f e r  penalties for i n d i v i d u a l s  w h o  f r a u d e n t l y  obtain 

u n e m p l o y m e n t  i n surance benefits. U r d e r  c u r r e n t  law, such i ndividuals

■jl are onl y  held liable for r ep a y i n g  the b e n e f i t s  f r a u d u l e n t l y  received 

and d i s q u a l i f i e d  from r e c e i v i n g  b e n e f i t s  fo r  a s p e c i f i e d  period o f  

time. As a f u r t h e r  disin c e n t i v e,  this bill imposes a p e n a l t y  o f  50% 

o f  the b e n e f i ts  f r a u d u l e n t l y  rec e i v e d,  and permits the D e p a r t m e n t  to 

lien p r o p er t y  for the c o l l e c t i on  o f  f r a u d e n t l y  r e c e i v e d  benefits.

- co r r e c t s  an in e q u i t y  in the c u r r e n t  law, w h i c h  bases an i n d i vidual'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  on w a g e s  pai d by the employer.

In cases v/here an e m p l o y e r  has gone b a n k r u p t  and w a g e s  w e r e  earned

by an e m p l o y e e  but not p a i d , the e m p l o y e e  m a y  be d e t e r m i n e d  ineli g i b l e 

fo r  benefits tota l l y  o r  receive a r e d u c e d  b e n e f i t  as a result o f  having 

less q u a l i f y i n g  wages, i.e. paid wages. Th e  bill c or r e c t s  this i n equity 

by e x p a n d i n g  the defin i t i o n o f  w a g e s  to i n c l u d e  w a g e s  e < r n e d  but not 

paid because the e m p l o y e r  has filed fo r  bankru p t c y .

- p e r m i t s  the D e p a r tm e n t  o f  L abor to take p art in a s e l f - e m p l o y m e n t  

d e m o n s t r a t i o n  project if Ala s k a  is s e l e c t e d  as one o f  the three states 

to o a r t i c i p a t e  in the pilot proj e c t  w h i c h  is b e i n g  ini t i at e d  by the 

U.S. D e p a r t m e n t  o f  Labor. The p r o j e c t  will use the u n e m p l o y m e n t  

i n s u r an c e  s y s t e m  to promo t e  s e l f - e m p l o y m e n t ,  and is b a s e d  upon programs 

u n d e r t a k e n  in o t h e r  coun t r ie s ,  p a r t i c u l a r l y  Great B r i t a i n  and France.

The idea involves maxing 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  a v a i l a b l e  in 

the for m o f  a s e l f - e m p l o y m e n t  a l l o w a n c e  to t a r g e t e d  c l a im a n t s  w h o  start 

t h e i r  own businesses. W h i l e  e n r o l l e d  in t h e  p r o ject, a parti c i pa n t ' s  

u n e m p l n y m e n t  insurance b e n e fi t s  w o u l d  c o n t i n u e  to be paid; and, beca u s e 

p a r t i c i p a n t s  in the project w o u l d  be t h o s e  c l a i m an t s  w h o  w o u l d  be most 

l i k e l y  to rece i v e  all o f  t h e i r  potential b e n e f i t s anyw a y ,  the impact

on the u n e m p l o y m e n t  i n surance t r u s t  fund w o u l d  be n e g l i gi b l e ,  if any.

Th e  p r o j e ct  will be limi te d  to a m a x i m u m  o f  200 p a r t i c i p a n t s  p e r  y e a r  

d u r i n g  the three y e a r  life of the project. B a s e d  upon the e x p e r i e n c e  

o f  the three states w hich will p a r t i c i p a t e  in the p r o ject, at the end 

o f  the three y e a r  period, the U.S. D e p a r t m e n t  o f  L a b o r  will det e r m i ne  

the f e a s i b i l i t y  o f  an e x p a n d e d  and o n g o i n g  program.

(This sect i o n  o f  the bill was a d d e d  in the Se n a t e L a b o r  & C o mm e r c e  C o m m i t t ee )
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S E C T I O N - B Y - S E C T I O N  A N A L Y S I S

SgC.tiQ.n_ll

T h e  proposed a m e n d m e n t  of A S  16.10.290(a) e n ha n c e s  the department's ability to collect 

delinquent u n e m p l o y m e n t  insurance contributions f r o m  fish processors a n d  fish buyers.

T h e  department's figures indicate that, as of J a n u a r y  1, 1987, 25 percent of all fish 

processors a n d  buyers w e r e  delinquent in their contributions. T h o s e  delinquencies resulted 

in a loss to the u n e m p l o y m e n t  trust fund of about $720,000 as of that date. U n d e r  the 

p r o posed a m e n d m e n t ,  the d e p a r t m e n t  m a y  assert claims for contributions against the fish 

processors' a n d  buyers' surety bonds, such claims having next priority after claims for 

w a g e s  a n d  for p a y m e n t  for r a w  fish.

Section 2:

T h e  a m e n d m e n t  of A S  23.20.195(a) in this section is a housekeeping m e a s u r e  providing for 

the 10 percent penalty o n  delinquent e m p l o y e r  reports a n d  taxes to be discretionary 

instead of mandatory. It also increases the m i n i m u m  penalty to $ 1 0  f r o m  $1. This 

provision is not presently enforced in cases for w h i c h  it is not cost effective to d o  so. A  

discretionary penalty w o u l d  c o n f o r m  the statute to current practice, and  r e m o v e  the 

r e q u i r e m e n t o n  the d e p a r t m e n t  to assess a n d  collect penalties regardless of w h e t h e r  the 

state actually loses m o n e y  in doing so.

Sections 3 a n d  4:

T h e  a m e n d m e n t s  to A S  23.20.205(c) an d  A S  22.20.220(a) in these sections clarify the 

procedures for the appeal b y  a n  e m p l o y e r  of rne department's assessment against the 

e m p l o y e r  for u n e m p l o y m e n t  contributions l'he d e p a r t m e n t  m a y  extend the 3 0 - d a y  appeal 

filing deadline for circumstances b e y o n d  the control of a n  employer. Also, the 

a m e n d m e n t s  clarify that if the e m p l o y e r  files security with the appeal, the collection of 

the a s sessment will b e  stayed pending determination of the appeal.

In addition, extraneous language in A S  23.20.220 is being deleted.

Sg.C.tiQP 5:

U n d e r  current law, an officer or e m p l o y e e  of a corporation, or partner or e m p l o y e e  of a 

partnership m a y  be liable for delinquent u n e m p l o y m e n t  taxes in a civil action if they hav e  

b e e n  d e t e r m i n e d  to h a v e  the duty to p a y  the taxes. T h e s e  individuals h a v e  n o  prior appeal 

rights regarding the determination of their duty to p a y  the taxes. This section provides a 

n e w  section, A S  23.20.242, that allows these individuals to appeal, at a n  administrative 

level, the determination of "duty to pay", prior to civil action.



S ectiQn.$t.?_a n d .g.:

U n d e r  current law, nonprofit organizations p a y  50 percent of e xt e n d e d  benefits (the state 

share) with the federal share being 50 percent. U n d e r  the G r a m m - R u d m a n - H o l l i n g s  A c t  

(the federal B a l a n c e d  Budget a n d  E m e r g e n c y  Deficit Control A c t  of 1985), the federal 

share of e x te n d e d  benefit p a y m e n t s  m a y  decrease beca us e  it is subject to sequestration. 

This action will increase the state share of e xt e n d e d  benefits paym e n t s .  T o  offset the 

anticipated loss of s o m e  portion of the federal m o n e y ,  nonprofit organizations that choose 

to r e imburse the d e p a r t m e n t  for benefits paid to their f o r m e r  employees, instead of 

paying contributions under A S  23.20.165, will, u nder the a m e n d m e n t s  to A S  23.20.277(b), 

(e), a n d  (1) (secs. 5, 6, a n d  7 of the bill), b e  required to reimburse the d e p a r t m e n t  the full 

a m o u n t  of the slate's share of the benefits paid to their f o r m e r  employees. T h e  a m o u n t  

ch a r g e d  g o v e r n m e n t  entities will not c h a n g e  beca u s e  they currently reimburse 100 

percent of e x t e n d e d  benefits paid.

S e g liQ .n l:

This a m e n d m e n t  of A S  23.20.290(d) provides for rounding the e m p l o y e e  contribution to the 

nearest o n e - h u n d r e d t h  of one percent. Current law  requires rounding to the nearest 

on e-tenth of o n e  percent. U n d e r  current A S  23.20.290(c), h o w ever, the e m p l o y e r  

contribution is to be rounded to the nearest one-hundredth, so e m p l o y e r s  currently p a y  or 

collect o n e  tax r o u n d e d  to one-hundredth a n d  another r o u n d e d  to o n e-tenth o n  the s a m e  

wa^es. T h e  a m e n d m e n t  provides m o r e  consistency for employers.

Seg.tiQnJLQi

U n d e r  proposed A S  23.20.390(f), individuals w h o  fraudulently obtain benefits incur an 

additional m o n e t a r y  penalty of 50 percent of the a m o u n t  improperly received, unless the 

d e p a r t m e n t  waives the penalty, with a n y  penalties collected to g o  to the general fund. 

Currently, under A S  23.20.387, a person w h o  fraudulently receives benefits is disqualified 

f r o m  receiving benefits for a specified period of time, and, under A S  23.20.390(a), m u s t  

repay the benefits fraudulently received (a situation similar to a n  interest-free loan). A s  

a further disincentive for fraud, the 50 percent penalty is proposed.

Sections 11 an d  12:

T h e s e  sections propose n e w  A S  23.20.391, 23.20.393, a n d  23.20.394, w h i c h  establish 

provisions for liens a n d  a t t a c h m e n t  of property to facilitate the collection of 

o v e r p a y m e n t s  that are caused b y  fraudulent receipt of benefits. T h e  three proposed 

statutes are b ased o n  existing A S  23.20.200, 23.20.205, a n d  23.20.215, respectively, 

regarding liens o n  the property of a n  e m p l o y e r  for failure to m a k e  the required 

contributions. P r o posed A S  23.20.391(b), w h i c h  tracks existing A S  23.20.200(b), refers to 

the lien being "constructive notice to creditors" a n d  is intended to establish the priority of 

the state over unsecured and unrecorded creditors, w h e t h e r  prior or subsequent, as well as 

subsequent secured creditors.



Section .13;

U n d e r  current law, a n  individual's eligibility for u n e m p l o y m e n t  insurance benefits is based 

u p o n  w a g e s  paid to the individual. Thus, if an individual w o r k s  for a n  e m p l o y e r  w h o  files 

for b a n k r u pt c y  a n d  does not p a y  its employees, the individual does not qualify for 

u n e m p l o y m e n t  benefits. T h e  proposed a m e n d m e n t  to A S  23.20.530(a) in this section 

rectifies this situation. This section expands the definition of "wag e s "  to include earnings 

for w o r k  that a n  e m p l o y e e  p e r forms but is not paid for b e c a us e  the e m p l o y e r  files for 

bankruptcy.

Sec.tioa.i4:

T h e  U S  D e p a r t m e n t  of L a b o r  ( U S D O L )  is selecting three states to participate in a Self 

E m p l o y m e n t  D e m o n s t r a t i o n  Project. T h e  states selected for the demonstration project 

will be  allowed to p a y  u n e m p l o y m e n t  insurance benefits to participants while they start 

their o w n  businesses. T h e  federal legislation authorizing this project provides for the 

states to w a i v e  certain provisions for availability for work, w o r k  search, u n e m p l o y e d  

status a n d  reduction of w e e k l y  benefits b y  earnings during the week. Section 14 allows 

Ala sk a  to participate in this demonstration project if selected b y  the U S D O L  a n d  also 

allows the d e p a r t m e n t  to w aive certain eligibility provisions for participants in the 

p r o g r a m .

Section .15;

This section repeals t w o  outdated subsections of A S  23.20.175.

Section 16:

This section sunsets Section 14 (the Self E m p l o y m e n t  D e m o n s t r a t i o n  Project) at the 

termination date of the project.

Sections 17 and 18:

T h e s e  sections provide for effective dates, with the a m e n d m e n t  regarding the rounding of 

e m p l o y e e  contributions taking effect Janu a ry  1, 1989, a n d  the other changes taking effect 

immediately.
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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  of art. Ill, sec. 18, o f  the A l a s k a  C o n­
sti t u t i o n ,  I am 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  bi 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
ing some 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  of the b i l l  follows.

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 :

Th 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  the 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
ance  c o n t r i b u t i o n s  fr o m  fish p r o c e s s o r s  a n d  fish 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  that, as of J a n u a r y  1, 
1987, 25 p e r c e n t  of all fish 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
li n q u e n t  in 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
su l t e d  in a loss to the u n e m p l o y m e n t  t r u s t  fund o f  a b o u t  
$ 7 2 0 , 0 0 0  as of  that date. U n d e r  the p r o p o s e d  a m e n d m e n t ,  the 
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  for c o n t r i b u t i o n s  a g a i n s t  the 
fish p r o c e s s o r s '  and buyers' s u r e t y  bo n d 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  AS 23. 2 0 . 1 9 5 ( a )  in this s e c t i o n  is a h o u s e­
ke e p i n g  m e a s u r e  p r o v i d i n g  for the 10 p e r c e n t  p e n a l t y  o n  d e­
li n q u e n t  e m p l o y e r  r e p o r t s  and t a x e s  to b e  d i s c r e t i o n a r y  i n­
st e a d  of m a n d a t o r y .  It a l s o  i n c r e a s e s  the m i n i m u m  p e n a l t y  
to $10 from $1. T h i s  p r o v i s i o n  is not 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  the s t a t u t e  to c u r r e n t  
p r a c t i c e ,  and r e m o v e  the r e q u i r e m e n t  o n  t h o  d e p a r t m e n t  to 
a s s e s s  and 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  the s t a t e  
a c t u a l l y  loses m o n e y  in d o i n g  so.

i



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 P a g e  2

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  to 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.iese 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  a n  
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  
t h e  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  i f  t h e  e m p l o y e r  f i l e s  s e c u r i t y  w i t h  t h e  a p p e a l ,  t h e
c o l l e c t i o n  o f  t h e  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 .r *. • .s’

j r i

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  to 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  it 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  o f  
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  t o  a n  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  a r e  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 .  
If 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

b o r .  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  C r a n t 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  1 9 8 5 ) ,  t h o  f e d­
e r a l  s h a r e  ( c u r r e n t l y  50 p e r c e n t )  o f  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 .  
If 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 o  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 o  
nor 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 .  T o  
o f  I t»ct t h a t  l o s s ,  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  t h o  b i l l ) ,  b e  r e q u i r e d  t o  
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 o  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  t h o  
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 o  f e d e r a l  g o v e r n m e n t .  
T h o  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  the e x t e n d e d  
b e n e f i t s  p a i d  by  the 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  of  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  the 
e m p l o y e e  c o n t r i b u t i o n  to the n e a r e s t  o n e - h u n d r e d t h  o f  one  
p e r c e n t .  C u r r e n t  law r e g u i r e s  r o u n d i n g  to the 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 ,  the e m p l o y e r  c o n t r i b u t i o n  is to be  r o u n d e d  to the 
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  or  c o l l e c t  
on e  tax 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  the sa m e  w a g e s .  T h e  a m e n d m e n t  p o v i d e s  m o r e  
c o n s i s t e n c y  for e m p l o y e r s .

S e c t i o n  9 :

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  an 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  of 
50 p e r c e n t  of the 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  the 
d e p a r t m e n t  w a i v e s  the 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  to the g e n e r a l  fund. C u r r e n t l y ,  u n d e r  AS 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  for a s p e c i f i e d  p e r i o d  o f  time, 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  to a n  i n t e r e s t - f r e e  l o a n ) . As 
a f u r t h e r  d i s i n c e n t i v e  for fraud, the 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 ,  and
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
me n t  o f  p r o p e r t y  to f a c i l i t a t e  the c o l l e c t i o n  of  o v e r p a y­
m e n t s  t h a t  a r c  c a u s e d  by f r a u d u l e n t  r e c e i p t  of 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 c  b a s e d  o n  e x i s t i n g  
AS 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  the p r o p e r t y  of a n  e m p l o y e r  for f a i l u r e  to 
m a k e  the 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 the lien 
b e i n g  " c o n s t r u c t i v e  n o t i c e  to c r e d i t o r s "  a n d  is i n t e n d e d  to 
e s t a b l i s h  the p r i o r i t y  o f  the 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
co 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  or  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 .

(3
S e c t i o n  U s

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  for u n e m p l o y­
m e n t  i n s u r a n c e  b o n c f i t s  is b a s e d  u p o n  w a g e s  p a i d  to the
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i n d i v i d u a l .  T hus, if an i n d i v i d u a l  w o r k s  for a n  e m p l o y e r  
w h o  files for b a n k r u p t c y  a n d  d o c s  n o t  p a y  its e m p l o y e e s ,  tho 
i n d i v i d u a l  d o e s  n o t  q u a l i f y  for u n e m p l o y m e n t  benefit**. T h e  
p r o p o s e d  a m e n d m e n t  to AS  2 3 . 2 0 . 5 3 0 ( a )  in th i s  sectio.i r e c­
tifies th 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  tho d e f i n i t i o n  
of " w a g e s” to i n c l u d e  e a r n i n g s  for w o r k  th a t  a n  e m p l o y e e  
p e r f o r m s  b u t  is not p a i d  for b e c a u s e  tho e m p l o y e r  f iles for 
b a n k r u p t c y .

/& *
Se 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  
AS 2 3 . 2 0 . 1 7 5 .

11/  r
S e c t i o n s  13 and 1 4 :

T h e s e  s e c t i o n s  p r o v i d e  for e f f e c t i v e  d a t e s ,  w i t h  tho a m e n d­
me n t  r e g a r d i n g  tho r c 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, 1939, a n d  tho 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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L E G I S L A T I V E  A F F A I R S  A G E N C Y

M E M O R A N D U M April 8, 1988

SUBJECT!

TO:

FROM:

HB 384 (tide amended) 
(Unemployment insurance* And 
priority for payment)

Senator Tic. Kelly, Chairman 
Senate Labor & Commerce Committee

Teresa B. Cramer 'rJ&Gx 
Legislative Counsel

Enclosed Is an amendment to HB 384 (title an), caking a 
technical change to tho title and Halting tho application 
of tho payment priority established in the first section of 
the bill to the priority hold by contributions to tho unem­
ployment coopensation fund.

The first section of the bill poses a potential problem 
which the amendment seeks to resolve. The section adds un­
employment insurance contributions to the obligations that 
can be paid froa a fish processor's or fish buyer's surety 
bond and make* payment of those contributions the lowest 
priority for the use of the bond. That part of the section 
does not raise constitutional questions. However, the sec­
tion also establishes a priority between the existing uses 
of the bond, caking payment for labor as the first priority, 
followed by payment to fishermen for the raw fishery re­
source purchased froa thee as the second priority. Under 
A t .  ?, sec. 13 of the Constitution of the State of Alaska, 
bills are required to be confined to a single subject. 1 
have been unable to arrive at a subject that includes both 
the unemployment insurance provisions and the prioritisation 
of bond proceeds between people who work for fish processors 
or buyers and people who sell fish to theu. If the bill 
were challenged, a court might find that it violated the 
single subject requirement.

The second problem in the present form of the bill 1« that 
the second clause of the title, "establishing a priority for



Senator T i m  Kelly
Page 2
April 8, 1986

p a y m e n t , "  i s  v a g u e .  S i n c e  t h e  same s e c t i o n  o f  t h e  c o n s t i t u ­
t i o n  r e q u i r e s  t h a t  t h e  s u b j e c t  o f  a b i l l  be  e x p r e s s e d  i n  t h e  
t i t l e ,  i t  w o u ld  be  a d v i s a b l e  f o r  t h e  S e n a t e  t o  make a t e c h ­
n i c a l  t i t l e  am endm ent ,  p e r m i t t e d  u n d e r  t h e  Uniform. R u l e s ,  t o  
c l a r i f y  w h a t  k i n d s  o f  p a y m e n t s  a r e  a f f e c t e d  by t h e  b i l l .

I f  I may be  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

E n c l o s u r e

TBCtgc 
WKC2:1C6
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A M E N D M E N T

Offered in the HOUSE

TO: HB 384 (title am)

Page 1, line 7, after "payment":

Insert "of proceeds from a surety bond of a fish processor or primary 

fish buyer"

Page 1, line 14:

Delete " , in the following order of priority,"

Page 1, line 18, after "contributions":

Insert If the surety bond is insufficient to satisfy all obliga­

tions under this subsection, the obligations to persons furnishing labor 

and to independent registered commercial fishermen must be paid before 

unemployment Insurance contributions ore paid"

I 4/8/88
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Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR HOUSE BILL NO. 381 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

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

lishing a priority for payment; and providing for an 

effective date."

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

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

(a) A person applying for a license as 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 

p a y , in the following order of priority, (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 23.20.195(a) is amended to read:

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

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

department may (SHALL) ascess 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. 3. AS 23.20.205(c) la amended to read:

(c) I f  the amount a s s e s s e d  is not p a i d , or an appeal i s  not 

f i l e d  under AS 23.20.220. w i th in  30 days a f t e r  (PERSONAL) s e rv i c e  or 
mai l ing  of the n o t i c e ,  the department may ( ,  SUBJECT TO AS 23.20 .220 .)

-1 -  SCS HB 384(LfcC)



collect the amount stated in tne assessment by the distraint, seizure 

and sale of the property, goods, chattels and effects of the delin­

quent employer. Goods and property exempt from execution under the 

laws of this state are exempt from distraint and sale under this 

section.

* Sec. 4. AS 23.20.220(a) is amended to read:

Sec. 23.20.220. APPEAL OF ASSESSMENT (PETITION FOR HEARING AND 

SUMMARY JUDGMENT]. (a) When a notice of assessment is delivered or 

mailed to a delinquent employer, the employer may within 30 days file 

an appeal (A PETITION] in writing with the department, stating that 

the assessment is unjust or incorrect and requesting a hearing on it. 

The period for filing an appeal may be extended for a reasonable 

period if the employer shows that the appeal was delayed as a result 

of circumstances beyond the employer's control. The appeal (PETITION] 

shall set out the reasons the assessment is objected to and the amount 

of contributions which the employer admits is duex and must be accom­

panied bv a bond or deposit of ocher security in the amount of the 

assessment to ensure (INSURE] collection. The department may waive 

the security requirement if the employer submits proof of solvency or 

reasonable assurance, as prescribed by regulations, that the contribu­

tions, interest and penalties due are not in jeopardy. If (NO PETI­

TION IS FILED WITHIN THE TIME PRESCRIBED, OR IF] the employer fails to 

provide the required security, the collection under AS 23.20.205(c) is 

not stoved and the assessment is prime facie correct. The procedures 

in AS 23.20.415 apply to an appeal under this subsection. (HOWEVER, 

THE DEPARTMENT MAY ENTERTAIN A SUBSEQUENT APPLICATION FOR REFUND, AND, 

IF DENIED A REFUND, A HEARING ON THE APPLICATION IN ACCORDANCE WITH 

AS 23.20.225.)

* Sec. 5. AS 23.20 is amended by adding n new s e c t io n  to  read :
SCS HB 384(L&C)
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Sec. 23.20.242. AT PEALS BY OFFICER, MEMBER, OR EMPLOYEE. The 

department shall permit each officer or employee of a corporation or a 

member or employee of a partnership who is required to pay the contri­

butions and interest owed by the corporation or partnership under 

AS 23.20.165 - 23.20.278 to appeal individually under those pro­

visions .

* Sec. 6. AS 23.20.277(b) is amended to read:

(b) At the end of each calendar quarter, or at the end of any 

other period as determined by the department, the department shall 

bill each government entity, nonprofit organization, or group of 

nonprofit organizations, that [WHICH] has elected to make payments in 

place of contributions for benefits paid during the quarter or other 

prescribed period that is attributable to service in the employ of the 

government entity or nonprofit organization. In the case of nonprofit 

organizations, the amount billed is an amount equal to the full amount 

of regular benefits plus [ONE-HALF OF] the state share [AMOUNT] of 

extended benefits and in the case of a government entity the amount 

billed is [WHICH HAS ELECTED TO MAKE PAYMENTS UNDER THIS SECTION] 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 IS ATTRIBUTABLE TO SERVICE IN THE EMPLOY OF THE 

NONPROFIT ORGANIZATION].

* Sec. 7. AS 23.20.277(e) is amended to read:

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

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 regu­

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!

-3- SCS HB 384(L&C)
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and in the case of a government entity that has elected to make pay­

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 (f) 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 

payments that [WHICH] may be required for the next taxable year.

* Sec. 8. AS 23.20.277(1) is amended to read:

(1) Each employer that is liable for payments in place of con­

tributions shall pay to the department for the fund the amount of 

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

benefits paid that are attributable to service in the employ of that 

employer. However, a government entity that [WHICH] has elected to 

make payments under this section is liable for the amount of regular 

benefits plus the full amount of extended benefits that [WHICH] are 

attributable to service in the employ of that entity. If benefits 

paid to an individual are based on wages paid by more than one em­

ployer and one or more of these employers are liable for payments in 

place of contributions, the amount payable to the fund by each em­

ployer that is liable for payments shall be determined by the depart­

ment in accordance with regulations adopted by the department.

* Sec. 9. AS 23.20.290(d) is amended to read:

(d) The [BEGINNING JANUARY 1, 1981, AND FOR EACH SUCCEEDING YEAR

THEREAFTER, THE] rate of contributions payable by each employee of an

employer who is subject to AS 23.20.165 is 18 percent of the average

SCS HB 384(L&C) -4-
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WORK DRAFT WORK DRAFT WORK DRAFT

b e n e f i t  c o s t  r a t e  a s  d e t e r m i n e d  i n  ( e )  o f  t h i s  s e c t i o n  r o u n d e d  t o  t h e  

n e a r e s t  1 / 1 0 0 t h  [ O N E - T E N T H ]  o f  o n e  p e r c e n t .  H o w e v e r ,  t h e  r a t e  o f  

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

m o r e  t h a n  o n e  p e r c e n t .

*  S e c .  1 0 .  A S  2 3 . 2 0 . 3 9 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( f )  I n  a d d i t i o n  t o  t h e  l i a b i l i t y  u n d e r  ( a )  o f  t h i s  s e c t i o n  f o r  

t h e  a m o u n t  o f  b e n e f i t s  i m p r o p e r l y  p a i d ,  a n  i n d i v i d u a l  w h o  i s  d i s q u a l ­

i f i e d  f r o m  r e c e i p t  o f  b e n e f i t s  u n d e r  A S  2 3 . 2 0 . 3 8 7  i s  l i a b l e  t o  t h e  

d e p a r t m e n t  f o r  a  p e n a l t y  i n  a n  a m o u n t  e q u a l  t o  5 0  p e r c e n t  o f  t h e  

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

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

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

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

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

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

p e n a l t y  t h a t  i t  c o l l e c t s .

*  S e c .  1 1 .  A S  2 3 . 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  2 3 . 2 0 . 3 9 1 .  L I E N .  ( a )  A c l a i m  u n d e r  A S  2 3 . 2 0 . 3 9 0  f o r  

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

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

i n  AS 2 3 . 2 0 . 3 9 0 ( f ) ,  i s  a  l i e n  i n  f a v o r  o f  t h e  s t a t e  a g a i n s t  t h e  r e a l  

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

(b) The c laim becomes a lien on p r o perty other than a motor 

v e h i c l e  w h e n  the department files a n otice of the lien with  the r e­

cording officer of the recor d i n g  district in w h i c h  the property is 

located. The cla im becomes a lien on a m o t o r  vehicle when the d e p a r t­

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

n o t i c e .

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

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

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

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

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

o r  u n t i l  t h e  i n d i v i d u a l  i s  a b s o l v e d  f r o m  l i a b i l i t y  u n d e r  A S  2 3 . 2 0 . -  

3 9 0 ( b ) .

*  S e c .  1 2 .  A S  2 3 . 2 0  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  2 3 . 2 0 . 3 9 3 .  N O T I C E  O F  A S S E S S M E N T ;  D I S T R A I N T  AND S E I Z U R E .
t

( a )  I f  t h e  d e p a r t m e n t ' s  d e t e r m i n a t i o n  o f  l i a b i l i t y  u n d e r  A S  2 3 . 2 0 . 3 9 0  

i s  f i n a l  a n d  t h e  i n d i v i d u a l  h a s  n o t  m a d e  r e p a y m e n t  w i t h i n  9 0  d a y s ,  t h e  

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

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

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

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

m a i l  w i t h  r e t u r n  r e c e i p t  r e q u e s t e d .

( b )  I f  t h e  n o t i c e  i s  s e r v e d  b y  m a i l ,  t h e  n o t i c e  m u s t  b e  d e ­

p o s i t e d  i n  t h e  p o s t  o f f i c e ,  p o s t a g e  p a i d ,  a n d  a d d r e s s e d  t o  t h e  i n d i ­

v i d u a l  a t  t h e  i n d i v i d u a l ' s  l a s t  a d d r e s s  o f  r e c o r d .  T h e  d a t e  o f  s e r ­

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

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

i n g  s e r v i c e ,  t h e n  t h e  d a t e  o f  s e r v i c e  i s  t h e  d a y  o f  m a i l i n g .

(c) I f  the amount assessed is not paid within 3 0  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 exemot
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f r o m  d i s t r a i n t  u n d e r  t h i s  s e c t i o n .

S e c .  2 3 . 2 0 . 3 9 4 .  N O T I C E  AND ORDE R TO WI THHOLD AND D E L I V E R .  ( a )  

T h e  D e p a r t m e n t  o f  L a b o r  m a y  i s s u e  t o  a  p e r s o n  o r  t o  a  p o l i t i c a l  s u b d i ­

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

a n d  d e l i v e r  p r o p e r t y  o f  a n y  k i n d  i f  ( 1 )  t h e  D e p a r t m e n t  o f  L a b o r  h a s  

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

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

o r  i s  t h e  p r o p e r t y  o f  a n o t h e r  p e r s o n ;  a n d  ( 2 )  n o t i c e  o f  a s s e s s m e n t  h a s  

b e e n  s e r v e d  a t  l e a s t  3 0  d a y s  b e f o r e  t h e  i s s u a n c e  o f  t h e  n o t i c e  a n d  

o r d e r  t o  w i t h h o l d  a n d  d e l i v e r .

( b )  A p e a c e  o f f i c e r  o r  a n  a u t h o r i z e d  r e p r e s e n t a t i v e  o f  t h e  

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

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

m a d e  s h a l l  a n s w e r  t h e  n o t i c e  w i t h i n  1 0  d a y s .

( c )  I f  t h e  p e r s o n ,  p o l i t i c a l  s u b d i v i s i o n ,  o r  d e p a r t m e n t  p o s ­

s e s s e s  p r o p e r t y ,  c r e d i t s ,  o r  m o n e y  s u b j e c t  t o  t h e  c l a i m  o f  t h e  d e p a r t ­

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

d e m a n d .

( d )  I f  a  p e r s o n  f a i l s  t o  a n s w e r  t h e  n o t i c e  a n d  o r d e r  t o  w i t h h o l d  

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

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

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

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

*  S e c .  1 3 .  AS  2 3 . 2 0 . 5 3 0 ( a )  i s  a m e n d e d  t o  r e a d ;

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

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

noninsured work, or self-employmentj 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
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individual in the course of service from persons other than the i n d i­

vidual' s e m p l oy ing unit m a y  be treated as wages r e c e i v e d  f r o m  the 

em p l oying unit only to the extent the individual reports the g r a t u­

ities to the e m p l oying unit. The reason able cash v a l u e  of r e m u n e r a­

tion in a m e d i u m  other than cash, and the reasonable amount of g r a t u­

ities, shall be e s t i mated and determ i n e d  in a ccordan ce w i t h  r e g u­

lations adopted by the department; n o t w i t h s t a n d i n g  AS 23.20.350(a), 

b a c k  pay awards shall be allocated to the weeks or quarters with 

respect to w h i c h  the pay was earned. If the r e m u n e r a t i o n  of an i n d i­

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

wages are paid in irregular intervals or in a m a n n e r  that [WHICH] does 

not extend r e g u l a r l y  over the p eriod of employment, the wages shall be 

al l o cated to weeks or quarters in accor dance w i t h  regula tions adopted 

by the department. The regula tions must [SHALL], so far as possible, 

produce results r e a s o n a b l y  similar to those that [WHICH] w o u l d  prevail 

if the individual's wages were paid at regular intervals. Wages 

earned for services performed, but not paid because the e m p loyer has 

filed for bankruptcy, are considered w a g e s  for the quarter in whic h 

they were earned.

* Sec. 14. WA I V E R  FOR S E L F - E M P L O Y M E N T  PROJECT, (a) If a d e m o nstra tion 

project to provide s e l f - e mployme nt allowances to certain u n e m p l o y e d  persons 

in the state is a p p r o v e d  by the federal D e partment of Labor under sec. 9152 

of Public L a w  100-203, the state Depart m e n t  of Labor may provide self- 

e mployment allowances to u n e m p l o y e d  persons u nder AS 23.20 during the term 

of the demon s t r a t i o n  project.

(b) The state Department of Labor may waive AS 23.20.360, 23.20.378,

23.20.379, 23.20.406, and 23.20.505 for a person who participates in a 

project under this section to the extent required for the state to partici­

pate in the project.
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* Sec. 15. AS 23.20.175(a) and 23.20.175(b) are repealed.

* Sec. 16. Section 14 of this Act is repealed June 30, 19S2.

* Sec. 17. Section 9 of this Act takes effect January 1, 1989.

* Sec. 18. Except for sec. 9, this Act takes effect immediately under
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ANALYSIS OF FISCAL NOTE FOR 

**An Act relating to Unenployaent Insurance'*

Section 9 of this bill provides for a penalty to be assessed clainants who 

are disqualified for the fraudulent receipt of uneaploynent 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 estirated anticipated 
revenues are as follows:

Total detected fraudulent payments aade per year 

50* penalty on detected fraudulent payaents 

A 75* collection rate on the established penalties

Rounded off to

Assuaptions:

1. An effective date of July 1, 1988.

2. Detected fraudulent payaents will reaain at about $260,000/year
thru 1992.

3. A 75* collection rate will be aaintained. The other 25* are

uncollectible because of people leaving .he state, or otherwise not
Leing able to pay back the funds.

$260,000 

$130,000 

$ 97,500 

$ 97,000/year
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g o O 188hL 
Cramer
A / 1 3 / 8 8

O r i ginal sponsor: R u l e s/Governo r

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR HOUSE BILL NO. 38A (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An A ct relating to u n e m p l o y m e n t  insurance; e s t a b­

lishing a p r i ority for payment; and p r o v i d i n g  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 person applying for a license as 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 

p a y , in the following order of priority, (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 23.20.195(a) is amended to reaj

(a) If the contributions arc 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. 3. AS 23.20.205(c) is amended to  read :
(c) I f  the amount a ssessed  i s  not paid, or an appeal I s  not 

f i l e d  under ,\S 23.20.220, w i th in  30 days a f t e r  (PERSONAL) s e rv ic e  or 
mai l ing  o f the n o t i c e ,  CK department may ( , SUBJECT TO AS 23.20.220,)

-1 - SCS HB 384(L&C)
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collect the amount stated in the assessment by the distraint, seizure 

and sale of the property, goods, chattels and effects of the delin­

quent employer. Goods and property exempt from execution under the 

laws of this state are exempt from distraint and sale under this 

section.

* Sec. 4. AS 23.20.220(a) is amended to read:

Sec. 23.20.220. APPEAL OF ASSESSMENT [PETITION FOR HEARING AND 

SUMMARY JUDGMENT). (a) When a notice of assessment is delivered or 

mailed to a delinquent employer, the employer may within 30 days file 

an appeal [A PETITION] in writing with the department, stating that 

the assessment is unjust or inco-rect and requesting a hearing on it. 

The period for filing an appeal may be extended for a reasonable 

period if the employer shows that the appeal was delayed as a result 

of circumstances bevond the employer's control. The appeal [PETITION] 

shall set out the reasons the assessment is objected to and the amount 

of contributions which the employer admits is due^ and must be accom­

panied by a bond or deposit of other security in the amount of the 

assessment to ensure [INSURE] collection. The department may waive 

the security requirement if the employer submits proof of solvency or 

reasonable assurance, as prescribed by regulations, that the contribu­

tions, interest and penalties due are not in jeopardy. If [NO PETI­

TION IS FILED WITHIN THE TIME PRESCRIBED, OR IF] the employer fails to 

provide the required security, the collection under AS 23.20.205(c) is 

not stayed and the assessment is pritna facie correct. The procedures 

in AS 23.20.413 apply to an appeal under this subsection. [HOWEVER, 

THE DEPARTMENT MAY ENTERTAIN A SUBSEQUENT APPLICATION FOR REFUND, AND, 

IF DENIED A REFUND, A HEARING ON THE APPLICATION IN ACCORDANCE WITH 

AS 23.20.225.1
* Sec. 5. AS 23.20 Is amended by adding a new s e c t io n  to read :

SCS HB 384(L&C) -2-



•WORK DRAFT WORX DRAFT WORK DRAFT

Sec. 23.20.262. LIABILITY OF OFFICER, MEMBER, OR EMPLOYEE. An 

officer or employee of a corporation or a member or employee of a 
partnership who is required to pay the contributions and i.itercst owed 

by the corporation or partnership under AS 23.20.165 - 23.20.276 shall 

be treated as an employer under those provisions.

* Sec. 6. AS 23.20.277(b) is amended to reod:

(b) At the end of each calendar quarter, or at the end of any 

other period as determined by the department, the department shall 

bill each government entity, nonprofit organization, or group of 

nonprofit organizations, that (WHICH) has el e c t’d to make payments in 

place of contributions for benefits paid during the quarter or other 

prescribed period that is attributable to service in the tcploy of th> 

government entity or nonprofit organization. In the case of nonprofit 

organizations, the amount billed is an amount equal to the full amount 

of regular benefits plus (01>£-HALF OF) the state share (AMOUNT) of 

extended benefits and in the case of a government entity the amount 

billed is (WHICH HAS ELECTED TO MAKE PAYMENTS UNDER THIS SECTION) an 

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

amount of the extended benefits pAld (DURING THE QUARTER OR OTHER 

PRESCRIBED PERIOD THAT IS ATTRIBUTABLE TO St.,,. .CE IN THE EMPLOY OF THE 

NONPROFIT ORGANIZATION).

* Sec. 7. AS 23.20.277(e) is amended to readt

(e) At tho end of each taxab le  yea r ,  the department s h a l l  de te r*  
mine whether the t o t a l  o f  payments f o r  th e  year made by a nonp ro f i t  
o rg an iz a t io n  i s  loss  than , or in excess o f ,  the t o t a l  amount o f regu ­
l a r  b e n e f i t s  p lus the s t a t e  sha re IONE-HALF Or THE AMOUNT) o f  extended 
b e n e f i t s  paid to  in d iv id u a l s  during the  taxab le  yea r based on wages 
a t t r i b u t a b l e  to  s e rv ic e  in the employ of the nonp ro f i t  o rg an i sa t io n !  
and in  the case o f a government e n t i t y  th a t  has e l e c t e d  to  make

-3- SCS HB 384(LkC)
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payments under chi® s e c t i o n ,  whether the t o t a l  of payments fo r  the 
year i s  l e s s  than, o r in excess o f ,  the  t o t a l  amount o f  r e g u l a r  bene­
f i t s  p lu s  the t o t a l  acount o f  extended b e n e f i t s  as determined in th i s  
sub sec t io n .  Each o rg an iz a t io n  whose t o t a l  payments fo r  the taxable 
year a r e  l e s s  than the amount so determined is l i a b l e  fo r  payment of 
Che unpaid balance to  the fund in accordance with ( f )  o f  t h i s  s e c t io n .  
I f  the t o t a l  payments exceed the acount so determined fo r  the taxab le 
year ,  a l l  or p a r t  of the excess cay , a t  the d i s c r e t i o n  o f the d ep a r t ­
ment, be refunded f roc  the fund o r  r e t a in ed  in the  fund as p a r t  o f the 
payments t h a t  (WHICH) cay be requ ired  fo r  the next t a x ab le  yea r .

* Sec. 8. AS 23.20.277(1) i s  acended to read :
(1) Each employer th a t  i s  l i a b l e  fo r payment* in p lace  o f con­

t r i b u t i o n s  s h a l l  pay to  the department fo r  the fund the  acount of 
regu la r  b e n e f i t s  plus the s t a t e  share (AMOUNT OF ONE-HALFI o f extended 
b e n e f i t s  paid th a t  a re a t t r i b u t a b l e  to  s e rv ic e  in th e  employ o f  chat 
employer. However, a government e n t i t y  th a t  (WHICH) has e l e c t e d  to 
make payments under t h i s  s e c t i o n  i s  l i a b l e  for the  acounc of regu la r  
b e n e f i t s  p lus  the f u l l  amount o f extended b en e f i t s  t h a t  (WHICH) are 
a t t r i b u t a b l e  to se rv ice  in  th e  employ of tha t e n t i t y .  I f  b e n e f i t s  
p4ld to  an Ind iv idual a r e  based on wages paid by more than one em­
ployer and one or so re  o f  th e se  employers a re  l i a b l e  fo r  paysen ts  in 
p lace  o f  c o n t r i b u t io n s ,  the acount payable to the fund by each em­
ployer chat i s  l i a b l e  fo r  payments s h a l l  be determined by the d e p a r t ­
ment in accordance with r e g u la t io n s  adopted by the department.

• Sec. 9. AS 23.20.290(d) i s  amended to read t
(d) The (BEGINNING JANUARY I ,  1981, AND TOR EACH SUCCEEDING YEAR

THEREAFTER, THE) r a te  o f  c o n t r i b u t i o n s  payable by each employee of an
employer who la sub jec t  t o  AS 23.20.165 i s  18 pe rcen t o f the average
b en e f i t  co s t  r a t e  as determined in (e) o f  t h i s  s e c t i o n  rounded to  the 

SCS HB 384(UC) -6-
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nearest 1/100th CONE-TENTH] of one percent. However, the rate of 

contributions for on employee may not be less than one-half percent or 

more than one percent.

* Sec. >0. AS 23.20.390 is amended by adding £ 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 23.20.3P7 is liable to the 

department for a penalty in an amount equal to SO 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 ox Increase benefits under 

this chapter. The department nay, in accordance with regulations 

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

this section. The department shall deposit into the general fund the 

penalty that it collects.

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

Sec. 23.20.391. LIEN. (a) A claim under AS 23.20.390 for 

benefits that have been improperly paid as a result of a false sta i- 

ncnt, misrepresentation, or omission, including a penalty as described 

in AS 23.20.390(f), is a lien in favor of the state against tho real 

and personal property of the individual.

(b) Hie cla im becomes a l i e n  on p roper ty  o th e r  than a motor 
veh ic le  when the department f i l e s  a n c . i c e  c f  the  l io n  w ith  th e  r e ­
cord ing o f f i c e r  o f  the reco rd ing  d i s t r i c t  lr. which the  p ro p e r ty  Is 
lo ca ted .  The cla im becomes a l i e n  on a motor v eh ic le  when tho d e p a r t ­
ment f i l e s  a n o t i c e  of the l i e n  in th e  o f f i c e  o f the commissioner of 
pub l ic  s a f e ty .  F i l in g  o f the  no t i c e  o f  l i e n  i s  c o n s t r u c t i v e  n o t i c e  to  
c r e d i t o r s  of the owner, and to  subsequent pu rchase rs  and encum­
b rance rs ,  of the  l i e n  ag a in s t  the p rope r ty  deicrlbed in the n o t i c e .

•3- j k  SCS HR 384(L&C)
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(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,
g ■

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:

1

I 

7

8

9 Sec. 23.20.393. NOTICE OF ASSESSIfENTs DISTRAINT AND SEIZURE.

10

11

(a) If the department's determination of liability under AS 23.20.390 

is final and the individual has not made repayment within 90 days, the

17*'
department may issue a notice of assessment, specifying the amount

13

14

16 ll

17

IB

19

due, and may serve it on the individual. A peace officer or an au­

thorized representative of the department mav serve the notice person- 

allv or the department may mail the notice bv certified or registered
n

mail with return receipt requested.

(b) If the notice is served by mail, the notice must he de­

posited in the post office, postage paid, and addressed to the indi­

vidual at the individual's last address of record. The dote of scr- 

vice is the date of delivery shown on the delivery receipt. However, 

if the department determines that the addressee is deliberately avold-

w [| ing service, then the date of service is the day of mailing.

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

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

the n’.ount stated in the assessment by the distraint or seizure of the

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

property exempt from exocutlon under tho laws of this state are exempt

i
from distraint under this section.

-  Sac. 23.20.394. NOTICE AND ORDER TO WITHHOLD AND DELIVER. (a)

_____________

SCS HB 3 8 4 (L&C) - 6 -
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The Department of Labor may issue to a person or to a political subdi­

vision or other department of the state a notice and order to withhold 

and deliver property of any kind if (1) the Department of Labor has 

reason to believe that the person, political subdivision, or other 

department possesses property that is due or owing under this chapter, 

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 pos­

sesses property, credits, or money subject to rhe claim of the depart­

ment, 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 wich costs.

* Sec. 13. AS 23.20.530(a) is amended to read:

(a) In t h i s  chap te r ,  "wages" means a l l  remuneration fo r  s e rv ic e  
from whatever source , in c lud ing ,  but not l im ited  to ,  in su red  work, 
noninsured work, or self-employment; commissions, bonuses , back pry 
and the  cash value o f a l l  remunerat ion in a medium o th e r  than cash 
s h a l l  be t r e a t e d  as wages; g r a t u i t i e s  cus tomar i ly  rece iv ed  by an 
ind iv idu a l  in the course o f  s e r v i c e  from persons o th e r  than the  i n d i ­
v i d u a l ' s  employing u n i t  may be t r e a t e d  as wages r ece iv ed  from the

-7- SCS HB 384(L6C)



‘

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 ir accordance with regu­

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

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

respect to which the pay v?as earned. If the remuneration of an indi- 

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

wages are paid in irregular intervals or in a manner that [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 must [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 wh ch 

they were earned.

* Sec. 14. WAIVER FOR SELF-EMPLOYMENT PROJECT. <a) If a demonstration 

,9 project to provide self-employment allowances to certain unemployed persons 

20 in the state is approved by the federal Department of Labor under sec. 9152 

2,1 of Public Law 100-203, the state Department of Labor may provide self-

employment allowances to unemployed persons under AS 23.20 during the term 

of the demonstration project.

(b) The state Deportment of Labor may waive AS 23.20.360, 23.20.378,

23.20.379, 23.20.406, and 23.20.505 for a person who participates in a 

project under this section to the extent required for the state to partici­

pate in the project.

* Sec. 15. AS 23 .2 0 .175(a ) ,V / i3 .20 .17*(b ) , and 23 .20.240(f) a r e  r e -  
| pea led .
SCS HB 384(L&C) -8-

10

11

12

13

14 |

15

16

17

18

22

23

24 

26 

26

27

28 

79



*

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

79

*  S e c .  1 6 .  S e c t i o n  1 4  o f  t h i s  A c t  i s  r e p e a l e d  J u n e  3 0 ,  1 9 9 2 .

*  S e c .  1 7 .  S e c t i o n  9  o f  t h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 8 9 .

*  S e c .  1 8 .  E x c e p t  f o r  s e c .  9 o f  t h i s  A c t ,  t h ’ s  A c t  t a k e s  e f f e c t  i m m e d i ­

a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

- 9 - SCS HB 3 8 4 (L&C)



Of f e r e d  in the Senate Labor & Commerce Committee 

Propose d by Gary L. Jenkins 

TO: KB 384 (Title am)

(1) Page 1, Line 27: Delete the phrase "with the required security". 

As a m ended the line w ould read;

(c) If the amount assessed is not paid, or an appeal is not filed 

as required in AS 23.20.220, within 30 days after [PERSONAL] ...

(2) Page 4, Line 20: Insert a new section to read:

* Sec. 8. AS 23.30.279. L I A B ILITY OF OFFICER, M E M B E R  OR
J L O

EMPLOYEE. In this article, "employer" as defined in AS 23.>0”. 520

also includes, but is not limited to, an officer or employee of a 

c o r p o r a t i o n  or a member or employee of a partne r s h i p  who, as an 

officer, employee, or member, is under a duty to pay the 

c o n tributi ons required by this chapter provided th? t when such 

officer, member or employee is individually assessed any 

contri b u t i o n s  and/or interest due, they shall be permitted to 

in dividuall y appeal the assessment as provided in this chapter.

Renum b e r  subsequent  sections of the bill accordingly.

(3) Page 8, Line 11: Amend to read as follows:

* Sec. 12. AS 23.20.175 (a) and (b) and AS 23.20.240 (f) are 

repealed.

4 / 1 1 / 8 8
A M E N D M E N T



DEPARTMENT OF LABOR

AMENDMENT TO: HB 384 ( t i t l e  am)

1. Page 4, a f ter  1ine 27:

Insert  a new b i l l  sect ion  to read:

*Sec 9. AS 23.20 is  amended by adding a new sect ion  to read:

Sec .  23.20.284. UNEMPLOYMENT INSURANCE PROVISION WAIVER AND 

SELF-EMPLOYMENT PROJECT, (a) I f  a demonstration project  to provide 

self-employment a llowances to unemployed persons in the s ta te  i s  

approved by the federal Department of Labor under sec. 9152 of P .L .  

100-203, the department may provide self-employment allowances to 

unemployed persons.

(b) The department may waive AS 23.20.360, 23.20.378, 23.20.379,

23.20.406, and 23.20.505 for a person who par t ic ipa te s  in a project

under th i s  s e c t ion .

2. Renumber the fo l low ing  b i l l  sect ions accord ing ly .

3. Page 8 , 1ine 13:

Delete "9— 12"

Insert "9— 13"



to: Bob Evans
L e g i s l a t i v e  L ia i son
n f f - i r o  n f  t h e  Rnuornnr

MEMORANDUM State of Alaska

DA'e: April 8 » 1988

FILE NO

TELEPHONE NO; 465-2700

SUBJECT Small Business 
Development

The Department of  Labor would l i k e  to par t i c ip a te  in a p i l o t  pro ject ,  
sponsored by .he U.S .  Department of Labor that would encourage unem­
ployed Alaskans to s t a r t  small bus inesses .

The concept uses the unemployment insurance system to promote s e l f -  
employment, and i s  based upon programs i n i t i a t e d  in other c oun tr i e s ,  
p a r t i c u l a r l y  Great B r i ta in  and France. The idea invo lves making 
unemployment insurance benef it s  a v a i l a b l e  in the form of  a se l f -emp loy ­
ment a l lowance ,  to targeted claimants who become se lf -employed.  In 
add i t i on ,  c la imants would rece ive tra in ing in operating a business and 
other support serv ices  such as management a s s i s t an ce  to help them gain 
a s o l i d  foothold in the business world. The Small Business Develop­
ment Centers of the Un ivers i ty  o f  Alaska would a s s i s t  in the e f f o r t ,  
as wel l as the Department o f  Commerce and Economic Development and the 
Department of Community - i d  Regional A f fa i r s .  They are support ive of 
the p i l o t  project .

Inasmuch as cer ta in  s t a tu t o r i l y  mandated unemployment insurance 
e l i g i b i l i t y  c r i t e r i a  would have to be waived for persons par t ic ipa t ing  
in the pro ject ,  a change to our unemployment insurance law would be 
required. Draft language for the statute  change is  a ttached ,  and i t  
could be incorporated in to  House B i l l  No. 384 which i s  present ly 
before the Senate Labor and Commerce Committee.

Also attached i s  an Executive Summary on the p i l o t  project  which 
provides more de ta i l ed  information on i t .

Inasmuch as sta tes  that wish to be considered for  the p i l o t  project 
must submit tne ir  proposals by May 2, 1988, we w i l l  need to move on 
th is  immediately i f  we are going to submit a proposa l ,  p a r t i cu la r ly  in 
view of the statute change which w i l l  be required pr ior  to that time.

Thank you.

JS /EP/kmc
09903
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THE SELF-EMPLOYMENT D E M O N S T R A T IO N  PROJECT 

EXECUTIVE SUMMARY

Description

The Secretary of Labor is soliciting bids for the "Three-State Self-Employment Demonstration Project," 
established under Sec. 9152 of the Omnibus Reconciliation Act of 1987. Three states will be chosen to 
participate in the project which will run for three years beginning January 1989.

The project will test the supposition that some unemployed individuals wish to establish their own busi­
nesses, and that these ventures would have a greater survival rate, if the claimants did not lose thousands 
of dollars in potential unemployment compensation because of employment security laws. This project 
is modelled after similar projects in Europe, in which the initial pilot projects quickly became nation­
wide programs. These programs were shown to be effective in creating jobs (1.5 to 2 jobs for each par­
ticipant in England, for example).

The Alaska Department of Labor would provide initial screening of applicants who are already receiving 
Ul benefits, targeting the "structurally" unemployed—those who are most likely to claim all of their potential 
benefits. This project would also test the ability of employment security agencies to work with economic 
development agencies by providing counseling, screening, and other assistance from the Small Business 
Development Centers, working in cooperation with the Department of Commerce and Economic De­
velopment, the University of Alaska, and other state and local organizations. The project would be limit­
ed to a maximum of 200 participants per year.

U l Trust Fund and Taxes

While enrolled in the project a participant's benefits would continue to be paid out of the Ul trust fund, 
the same as if they were covered under the regular or extended benefits programs. Because participants 
in the project would be those claimants who would be most likely to receive all of their potential benefits 
anyway, the impact on the trust fund and employer and employee taxes would be negligible.

Adm inistrative Costs

The Small Business Development centers would be able to provide counseling, guidance, and screening 
at no additional cost. The U.S. Department of Labor would fund the research and evaluation activities 
for the demonstration, including the experimental design, monitoring, and evaluation of the demonstra­
tion project.

Administrative costs associated with the payment of benefits may not be funded from federal funds, and 
must he appropriated from state f iding sources. The Employment Security Division has estimated these 
costs for 200 participants per year, including initial start-up costs (printing of form:, training of person­
nel, etc.) as follows (in thousands of dollars):

SFY 89 January-June, 1989 30.0
SFY 90 35.0
SFY 91 35.0
SFY 92 July-December, 1991 20.0

Total administrative C'-sts 120.0

Employment Security Laws

The Secretary of Labor has waived applicable federal requirements for availability for work, acceptance 
of suitable work, and work search or participants enrolled in the project. Alaska would ha\e to make 
similar changes in the Alaska statutes. The necessary language is attached.

1




