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Fiscal Note Analysis 
for

"An Act relating to Unemployment Insurance..."

Three sections oi this bill carry expenditure impact; one se hion will
generate revenue.

Section 10 requires the department to adopt regulations to follow the notice 
and publication provisions of the Unclaimed Property Act. The minimal costs 
associated with this requirement will be paid for out of currently budgeted 
federal operating funds.

Section 17 would pay unemployment benefits to individuals who attend school if 
they became laid off while both attending school and working at least thirty 
hours a week.

There would be a cost to the State if state employees were laid off and
qualified under this bill for unemployment benefits. Under existing law, the 
State reimburses the Unemployment Insurance Trust Fund for benefits paid to 
its employees. We estimate that 7 employees a year would qualify for 
benefits. At an average benefit of $2,000 each, this would equate to $14,000 
a year.

Section 25 would change the provisions for dependent allowance. Both parents 
would receive the allowance if they are unemployed at the same time. We 
estimate this would cost the State $30,000 per year in benefits to unemployed 
state employees.

The total impact of these two provisions would be $44,000 per year. However,
since approximately 70% of the state operating budget is general funds, we
estimate that $30,800 (70% of $44,000) of general fund money would be used 
while $13,200 would be other funds. Other funds include federal, inter­
agency, user fees, etc.

Section 21 of this bill provides for a penalty of 50% to be assessed claimants 
who are disqualified for fraudulent receipt of UI benefits. When collected, 
this penalty will be deposited in the General Fund as unrestricted revenue. 
The calculations used to arrive at estimated anticipated revenues are as 
follows:

1. Total detected fraudulent payments made per year $500,000.

2. 50% penalty on detected fraudulent payments $250,000.

3. A 60% collection rate on the established penalties $150,000.

Assumptions:
1. An effective date for the above sections of July 2, 1989.

2. Detected fraudulent overpayments will remain at about $500,000/year 
through 1994.

3. The fraud penalty must be collected in cash, therefore we have assumed a
60% collection rate on established penalties. A benefit offset cannot be
used because of conflict with the federal law.
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Fiscal Noto Analysis 
for

"An Act relating to Unemployment Iuauronco..."

Throo auctions of this bill carry uxpondituro impact; ono section will 
generate revenue.

Suction 11 requiros thu department to adopt regulations to follow the notice 
and publication provisions of thu Unclaimod Proporty Act. Thu minimal costa 
associated with thi3 requirement will bo paid for out of currently budgeted 
federal operating funds.

Section 19 would pay unemployment bonofits to individuals who attend school if 
they became laid off whilo both attending school and working at least thirty 
hours a week.

There would be a coat to the State if state empxoyees were laid off and 
qualified under this bill for unemployment benefits. Under existing law, the 
State reimburses the Unemployment Insurance Trust Fund for benefits paid to 
its employees. We estimate that 7 employees a year would qualify for 
benefits. At an average benefit of $2,000 each, this would equate to $14,000 
a year.

Section 2G would change the provisions for dependent allowance. Both parents 
would receive the allowance if they are unemployed at the 3ame time. We 
estimate this would cost the State $30,000 per year in benefits to ex-state 
employees.

The total impact of these two provisions would be $44,000 per year. However, 
3ince ..pproximately 70% of the state operating budget is general fund3, we 
estimate that $30,800 (70% of $44,000) of general fund money would be used 
while $13,200 would ^e other fund3. Other fund3 include federal, inter­
agency, user fee3, etc.

Section 22 of this bill provides for a penalty of 50% to be assessed claimants 
who are disqualified for fraudulent receipt of UI benefits. When collected, 
thi3 penalty will be deposited in the General Fund as unrestricted revenue. 
The calculations used to arrive at estimated anticipated revenues are as 
follows:

1. Total detected fraudulent payments made per year $500,000.

2. 50% penalty on detected fraudulent payments $250,000.

3. A 60% collection rate on tho established penalties $150,000.

Assumptions:
1. An effective date for sections 18, 22, and 26 of July 2, 1989.

2. Detected fraudulent overpayments will remain at about $500,000/year
through 1994.

3. The fraud penalty mu3t be collected in ca3h, therefore we have assumed a
60% collection rate on established penalties. The penalty cannot be
collected by reducing a claimants future benefit entitlement due to a 
conflict with federal law.
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Date Referred: F e b r u a r y  3, 1989 F U R T H E R  REFERRALS)} JUDICIARY.)
FINANCE"

Date of C o m m i t t e e  Action:

( 7 )

The C o m m i t t e e  recommends that: j{ £ )  f

H O U S E  B I L L  NO. 147 [UNEMPLOYMENT INSURANCE]
"An A ct re lating to u n e m p l o y m e n t  insurance a n d  u n e m p l o y m e n t  insurance 
c o n t r i b u t i o n  o v e r p ay me n ts ; establishing a p r i o r i t y  for payment; and 
p r o v i d i n g  for an e f f e c t i v e  date."

[ ] be replaced with
] the same title 
j a new title

[ ] ha ve  a t t a c h e d  amendment(s)

do pass 
do not pass 
no r e c o m m e n d a t i o n  
individual r e c o m m en da t io ns  
additi on al  r eferral to the Committee

A D O P T S : letter of intent

A T T A C H E S  NEW F I S C A L  NOTE(s) 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero w it h  anal ys is

S I G NI NG  DO PASS:

A P P R O V E S  PREVIOUS:

[L-'T fiscal note(s) published:

[ lS \  zero fiscal notes(s) published:

S I G N I N G  O T H E R  T H A N  DO PASS:
(Do N o t  Pass, No-, Recommendation, Amend)
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(7) HOUSE COMMITTEE REPORT
Date Referred: March 3, 1989 FURTHER REFERRALS: FINANCE

Date of Committee Action:

Tlle JUDICIARY Committee considered: HB 147

HOUSE BILL NO. 147 [UNEMPLOYMENT INSURANCE]
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contribution overpayments; establishing a priority for payment; and 
providing for an effective date."
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[ ] fiscal note(s)

[ ] zero fiscal note(s)

[ ] zero fn/analysis  

(Date/Dept)

SIGNING:
(Check approp. column)
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OFFERED IN THE HOUSE

TO: CSHB 147(Judiciary)

P a g e  2, line 2, b e fo re  "compensation":

I nsert "unemployment"

A M E N D M E N T

o / OQ /o n
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A M E N I) M E H T

TO: CSH B  167(Judiciary)

Page 3, after line 20:

I nsert a n e w  bilL s e c t i o n  to read:

"* Sec. 6. AS 23.20.2»'j(a) is amended to read:

(a) If the d e p a r t m e n t  finds that a con tr ib ut io n  i n c l u d in g i n t e r­

est or pen al ty  on the c on tr i b u t i o n  is delinquent, the de pa rt m en t may

issue a n otice of a s s e s s m e n t  s pecifying the amount due and m ay serve

it on the delinquent employer. T he notice s h a ?.l info rm  the e mployer

of the department's rights under (c) of this section. A peace officer

or an au th o r i s e d  r e p r e s e n t a t i v e  of the department m a y  serve the notice 

p e r s o n a l l y  or the d e p a r t m e n t  may mail the notice bv c e r t i f i e d  or 

r e g i s t e r e d  mail wi th  r e t u r n  receipt requested."

R e n u m b e r  r e m a in in g  bill s e c t io ns  accordingly.

Page 12, line 13:

D e l e t e  " U "
Insert "25"

Page 12, line 14:

D e l e t e  "10, 24, and 26"

Insert "11, 25. and 27"

OFFERED TH THE HOUSE
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A M E N D M E N T

O F F E R E D  IN THE HOUSE

TO- CSHB 147(Judiciary)

Page 3, line 23:

 ̂  ̂ D e lete "[PERSONAL]"

Insert "personal"

Page 3, line 2.4, after "notice":

^ l [ Insert "as required by (a) of this s e c t i o n "

- 1 - 3/28/89



go0559hEd
Cramer

Pago 1?., lino 16:

Delete "I - 9, 11 - 23, and 2 5 ” 

Insert "1 - 10, 12 - 26, and 2 6 ”

3/28/89
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A M E N D M E N T

TO: C S H B  1 4 7 ( J u d i c i a r y )

Page 1, line 26, through page 2, line 7:

D e l e t e  all m a t er ia l and insert:

"(k) If an individual w h o  is a p p l y i n g  for or p a r t i c i p a t i n g  in a 

h o u s i n g  a s s i s t a n c e  p r o g r a m  a d m i n i s t e r e d  by the U n i t e d  S t a te s D e p a r t­

men t  of H o u s i n g  and Urban D e v e l o p m e n t  g iv es  authori za t io n,  the d e p a r t­

ment shall disclose, to the U n i t e d  States De p ar t m e n t  of H o u s i n g  and 

U r b a n  D e v e l o p m e n t  or to r e p r e s e n t a t i v e s  of the h o u s i n g  a s s i s t a n c e  

p r o g r a m  o p e r a t i n g  the program, w a g e  i n f o r m a t i o n  and u n e m p l o y m e n t  c o m­

p e n s a t i o n  information. T he a u t h o r i z a t i o n  shall be m a d e  b y  the i n d i­

vid u a l  on a consent fo r m a p p r o v e d  by the department. The f o r m  shall 

state the i n f o rm at io n a u t h o r i z e d  to be r e l e a s e d  and r e q u i r e  the s i g n a­

ture of the individual. In this subsection,

(1) " u n e mp l oy me nt  c o m p e n s a t i o n  in fo rm a t i o n "  m e a n s  w h e t h e r  

the i n d i v i d u a l  is receiving, has received, or has a p p l i e d  for u n e m­

plo y m e n t  compensation, and the a m o u n t  of c o m p e n s a t i o n  that the i n d i­

vidual is l e c e i v i n g  or w i l l  receive;

(2) "wage i n f o r m a t i o n "  m e a n s  the social sec ur it y  number, or 

n u m b e r s  if there are m o r e  than one, and q u a r t e r l y  w a g e s  of an e m­

ployee, and the name, address, state, and, if known, federal e m p l o y e r  

i d e n t i f i c a t i o n  number of an e m p l o y e r  r e p o r t i n g  wa ge s u n d e r  this c h a p­

ter."

OFFERED IN THE HOUSE

-1- 3/29/89
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TO: CSHB 1 4 7 (Judiciary)

Page 6, line 10:

D e l e t e  "] the state share [AMOUNT] of exte nd ed  b e n e f i t s "

I n se rt  "THE A M O U N T  OF] e x t e nd ed  be ne fi ts  that are not r e i m b u r s a b l e  by 

the f e d er al  g o v e r n m e n t "

Page 6, lines 21 - 22:

D e l e t e  " the state share [ONE-HALF OF THE AMOUNT] of e xt en d e d  b e n e f i t s "  

I n se rt  " [ O N E - H A L F  OF THE A M O U N T  OF] e x t e nd ed  b e n e fi ts  not r e i m b u r s a b l e  

by the f e d e r a l  g o v e r n m e n t "

Page 7, lines 11 - 12:

D e l e t e  " state share [AMOUNT OF ONE-HALF] of e x t en de d be ne f i t s  paid" 

Inse r t " [ A M O U N T  OF O N E -H AL F OF1 e x t e n d e d  b e n e f i t s  not r e i m b u r s a b l e  by 

the fed er a l g o v e r n m e n t  paid to i n d i v i d u a l s "

A M E N D M E N T

OFFERED IN THE HOUSE

-1- 3/29/89
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TO: C S H B  147 (Judiciary)

Page 1, line 7, a ft er  " o v e r p a y m e n t s ; " :

I n s e r t  " r e l a t i n g  to d i s c l o s u r e  of c e r t a i n  wa ge  and u n e m p l o y m e n t  

p e n s a t i o n  i n f o r m a t i o n ; "

A M E N D M E N T

OFFERED IN THE HOUSE

c o m

-1- 3/29/89



A M E N D M E N T 

TO: CSHB 147 (Judiciary) - Work Draft By:

G

0 >

c9

Page 2, line 2, before "compensation", insert 
"unemployment".

Add a new section to read:

Sec. __. AS 23.20.205(a) is amended by adding a sentence
to read: "The notice shall inform the delinquent employer of
the department's rights under AS 23.20.205(c)."

Page 3, line 23, do not delete "personal".

Page 3, line 24, after "notice", insert "in conformity 
with AS 23. J.0.205(a)".



TO: C S H U  147 (Judiciary) - Work D r af t

Section 2 is amended to read as follows:

Section 2. AS 23.20.110 is amended by adding a new 

subsection to read:

(k) An individual who is applying for or participating 

in a housing assistance program administered by the United 

States Department of Housing and Urban Development >

authori-za^-the department ter disclose to the United States

Department of Housing and Urban Development and to 

representatives of the public housing agency operating the

receiving, has received, or has applied for, unemployment 

compensation, and the amount of compensation that the 

individual is receiving or will receive. / In this subsection 

"wage information" means the social security number (or 

numbers if more than one) and quarterly wages of an employee, 

and the name, address, state, and (when known) federal 

employer identification number of an employer reporting wages 

under this chapter. Authorization shall be made by the 

individual on a signed consent form approved by the department 

which states the information to be released.

program,'~^age information; an lether the individual is
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O F F E R E D  IN THE HOUSE 

TO: H B  147

Pa ge  12, lines 27 - 29:

D e l e t e  "Wages e arned for serv i ce s performed, but not paid b e c au se  the 

e m p l o y e r  h a s  filed for b a n k r u p t c y , "

I n s e r t  "When an e m p l o y e r  has filed for bankruptcy, u n p a i d  w a g e s  earned 

for s e r v i c e s  p e r f o r m e d  for the em pl oyer"

A M E N D M E N T

-1- 3/14/89



A M E N D M E N T

TO: CSHB 147 (Judiciary) - Work Draft

Section 2 is amended to read as follows:

Section 2. AS 23.20.110 is amended by adding a new 

subsection to read:

(k) An individual who is applying for or participating 

in a housing assistance program administered by the United 

States Department of Housing and Urban Development may 

authorize the department to disclose to the United States 

Department of Housing and Urban Development and to 

representatives of the public housing agency operating the
, O )  . ( V

program, wage information, and whether the individual is 

receiving, has received, or has applied for, unemployment 

compensation, and the amount of compensation that the 

individual is receiving or will receive. In this subsection 

"wage information" means the social security number (or 

numbers if more than one) and quarterly wages of an employee, 

and the name, address, state, and (when known) federal 

employer identification number of an employer reporting wages 

under this chapter. Authorization shall be made by the 

individual on a signed consent form aporoved by the department: 

which states the information to be released.
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O F F E R E D  IN T HE HO US E 

TO: H B  147

P a g e  5, after line 4:

Inse rt  a n e w  bil l section to read:

"* Sec. 9. AS 23.20.225 is amended by a d d i n g  a n e w  subsection to read:

(e) The departm en t  shall adopt r e g u l a t i o n s  pr ov i di ng  for the 

d i s p o s i t i o n  of excess contrib ut i on s pa id  to the u n em pl o y m e n t  c o m p e n­

sation fund u n d e r  AS 23.20.130. The r e g u l a t i o n s  mu st  be s u bstantially 

s i mi la r to the p ro vi s i o n s  of AS 34. 45 .1 10  - 34. 45 .7 8 0 (Uniform U n­

clai m e d  P r o p e r t y  Act)."

R e n u m b e r  r e m a i n i n g  b i l l  sections accordingly.

P a g e  14, line 11:

D el et e "24"

I n se rt  "25"

P a g e  14, line 12:

D e l e t e  "24 and 26"

Insert "9, 25, and 27"

Pa ge  14, line 14:

D e l e t e  "This Act takes"

go0559hAb
Cramer

V

A M E N D M E N T

-1- 3/14/89
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Insert "Sections 1 - 8, 10 - 2A, and 26 of this Act take"

-2- 3/1 A/89
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S  r a  r ii o  r A  i. a h K a

f l r n u t  y r  r nc  o a v i n r ^  u 

• * i; x  r. a rt

F e b r u a r y  3, 1909

Th e h on orable Sam C o t t e n  
Spea ke r of the House 
A l a s k a  State Le gi sl a t u r e  
P.O. Box V 
Juneau, AK 99811

De ar  Mr. Speaker:

Under the au t hority of art. Ill, sec. 18, of the Alaska 
Co n st it ut io n,  I am t r a n s m i t t i n g  a bill relating to u n e m p l o y­
ment  insurance and u n e m p l o y m e n t  insurance c on tr i b u t i o n  
overpayments. Pass ag e of the bill wi ll  bring Ala sk a 's  law 
into c on fo r m i t y  w i t h  r e c e n t  a m e n d m e n t s  of federal law, as 
well as improve e f f i c i e n c y  in the a d m i n i s t r a t i o n  of the 
u n e m p l o y m e n t  insurance p r o g r a m  in the state.

M a n y  of the pr ov is i on s of the bil l w e r e  in last session's 
SCS HB 3 8 4 (L&C), and one, sec. 12, was in last year's 
C S H B  287 (Fin) am. The at t ac h e d  bill c ontains nine 
a d d i t i o n a l  sections for your c o n s i de ra ti on . Th es e are: 
r eq ui r e d  sharing of i n f o r m a t i o n  w i t h  federal pu blic housing 
p r o g r a m s  (sec. 2); e x t e n s i o n  of the Reed Act a u t h or iz a ti on  
(sec. 3); a pr ov is io n  for use of p r i v a t e  co ll ec t i o n  agencies 
for emp lo ye r c o n t r i b u t i o n s  (sec. 9); c l a r i f i c a t i o n  that 
r e d e t e r m i n a t i o n  of an initial c l a i m  applies only to the 
m o n e t a r y  d e t e r m i n a t i o n  (sec. 14) ; c o r r e c t i o n  of c u r r e n t  law 
to allow for e l i g i b i l i t y  u n d e r  c e r t a i n  c o n d i t i o n s  w h i l e  an 
indiv id ua l is in c e r t a i n  t r a i n i n g  p r o g r a m s  (sec. 16); 
r e s t r i c t i o n  of deni al  o f  b e n e f i t s  or w a i t i n g - w e e k  c r e d i t  for 
i n d i v i d u a l s  in c e r t a i n  t r a i n i n g  p r o g r a m s  (sec. 17); 
c o r r e c t i o n  of c u r re nt  law to a l l o w  an immediate d i s q u a l­
ific a t i o n  for fr au d u l e n t  act (sec. 18); e x e m p t i n g  employer 
o v e r p a y m e n t s  of c o n t r i b u t i o n s  for u n e m p l o y m e n t  insurance 
from the provisions o f  the U n i f o r m  U n c l a i m e d  P r o p e r t y  Act 
(retroactive to S e p t e m b e r  7, 1986) (secs. 24 and 26); and 
m o d i f i c a t i o n  of the d e p e n d e n t ' s  a l l o w a n c e  by al l ow in g each 
u n e m p l o y e d  parent in the family un it  to cl ai m dep en de nt  
c h i l d r e n  (repeal of AS 23.20.350(f)(4) a nd (5); sec. 25).



The H o n o r a b l e  Sam C o t t e n Page 2

M a n y  of these changes are d e t a i l e d  and technical in nature. 
D e p a r t m e n t  of Labor staff w i l l  be ava il ab l e to testify b e­
fore le gislative c o m m i t t e e s  to a n sw er  any questions that 
l e gi sl a t o r s  might have. Due to the e x t e n si ve  review of m a n y  
of the s ections of this bill d u r i n g  last session, I am c o n­
fident that the bill g e n e r a l i s e s  not controversial in n a­
ture. T herefore, I urge you action or.
thi3 measure.
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No. 1
HB 147 
HOUSE 2/3/89

Fiscal Note Analysis 
Cor

"An Act relating to Unemployment Insurance..."

Two sections of this bill carry expenditure impact; one section will generate 
revenue.

Section 15 would pay unemployment benefits to individuals who attend 'jchool if 
they became laid off while both attending school and working at le'.st thirty 
hours a week.

There would be a cost to the State if state employees were laid off and
qualified under this bill for unemployment benefits. Under existing law, the 
State reimburses the Unemployment Insurance Trust Fund for benefits paid to 
its employees. We estimate that 7 employees a year would qualify for 
benefits. At an average benefit of 52,000 each, this would equate to 514,000 
a year.

Section 25 would change the provisions for dependent allowance. Both parents 
would receive the allowance if they are unemployed at the same time. We 
estimate this would cost the State 530,000 per year in benefits to unemployed 
state employees.

The total impact of these two provisions would be 544,000 per year, however, 
since approximately 70% of the state operating budget is general funds, we
estimate that 530,800 (70% of 544, 000) of general fund money would be used 
while 513,200 would be other funds. Other funds include federal, inter­
agency, user fees, etc.

Section 19 of this bill provides for a penalty of 5Cs to be assessed claimants
who are disqualified for fraudulent receipt of UI benefits. When collected, 
this penalty will be deposited in the General Fund as unrestricted revenue. 
The calculations used to arrive at estimated anticipated revenues are as 
follows:

1. Total detected fraudulent payments made per year 5500,000.

2. 50% penalty on detected fraudulent payments 5250,000.

3. A 60% collection rate on the established penalties 5150,000.

Assumptions:
1. An effective date for the above sections of July 2, 1989.

2. Detected fraudulent overpayments will remain at about 5500,000/year 
through 1994.

3. The fraud penalty must be collected in cash, therefore we have assumed a 
60% collection rate on established penalties. A benefit offset cannot be 
used because of conflict with the federal law.

page 2 of 2
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HB 147 
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No. 2

Prepared by: Steven E. Kettel
Income and Excise Audit Division 
Department of Revenue 
January 13. 1989

Fiscal Note Analysis

The uniform unclaimed property act (AS34.45) requires agencies, such 
as the Department of Labor(DOL), to report and pay over to the Department 
of Revenue (DOR), all funds which are represented by a valid claim, but 
where the claimant cannot be located. DOR then advertises the names of 
the missing claimants and takes other steps to reunite the owner with the 
funds. DOR holds the fir is In trust for the missing owner forever.

This legislation exempts from the reporting requirements of AS34.45 
overpayments of unemployment Insurance. Employers occasionally overpay the 
state unemployment Insurance contributions and are sent a refund check. If 
an employer has changed addresses and not notified DOR or the USPS, the 
check is returned and held by DOL In the unemployment compensation fund 
under AS23.20.130. This bill will continue DOL practice and remove these 
fjnds from the reporting requirements of AS34.45.

U n e m p l o y m e n t  Insurance 
page 2 of 2



The Unemployment Insurance 
System: It Works for Alaskans 
When Alaskans Cannot Work
by Michael Hurst

TJ L  he recession th a t  began in  la telC 35 had  a  serious im p ac t on alm ost every 
sec to r of the  A laskan economy. I t  was the individual A laska w orker, though, who 
w as am ong th e  m ost gravely affected and also wus am ong the firs t affected. More 
th a n  20,000 w orkers’ jobs d isappeared  from th e  economy in two sh o rt years, 1986 
an d  1987. Average yearly  ea rn in g s per job d ec lired  by 3% d u rin g  th e  sam e 
period. M any w orkers were forced to move south. More th an  10,000 properties 
w en t into foreclosure.

T he 1980s recession eventually  touched nearly  every industry , occupation, and  
geographic a rea . Am ong in d u strie s , construction was h it f irs t  and  h ard est, 
ac tua lly  s ta r tin g  to decline in 1984. The transporta tion , com m unications and  
u tilitie s  sector followed close behind . The services, trade, finance and  rea l e s ta te  
in d u stries  began to su sta in  losses in  1987 w hen the  recession’s secondary effects 
— loss of w ages— were triggered. In  all, over $750 million in  A laska payroll w as 
lo st between 1985 and  1987.

U I S y s te m : A la s k a ’s 3 rd  L a r g e s t  E m ployer*  D u r in g  R e c e s s io n
ft

I f  i th a d n 't  been for A laska's U nem ploym ent Insurance (UI) system , the  im pact 
of the  recession would have been m uch more severe on both unem ployed w orkers 
an d  on A laska’s economy in general. Between 1985 an d  1988 more th an  138,000 
unem ployed w orkers received unem ploym ent com pensation to ta lling  over $578 
m illion. Over $111 million more w as paid o u t in  benefits between Novem ber 1985 
an d  April 1988 th an  was collected in  ta re s  an d  re im bursem ents in th a t  sam e 
period. This provided a  d irect s tim u lu s  to th e  economy. If the UI system ’s benefits 
w ere considered payroll, the  system  would have been the th ird  la rg est em ployer 
in  th e  s ta te  du rin g  th is  period.

W hy E m p lo y e rs ’ T a x  R a te s  A rc  F lu c tu a t in g  D ra s t ic a l ly

Both employees and  em ployers b en e fit from the  U I system . I t  is self-financed, 
p rim arily  th rough  em ployer and  employee taxes. The financing m ethod is 
au tom atic  and  is designed to be countercyclical. The countercyclical design 
exp lains why average em ployer ta x  ra te s  a rc  s till fluctua ting  drastica lly . 
Evidence o fth is  wild fluctuation  i s th e f a c t th a t in  1985 theavcrageem ployer tax  
ra te  am ounted  to 2.17%. In the  p re se n t ca lendar year, the average tax  ra te  on 
em ployers wall be 4.14%, th e  h ig h es t in history'. W hat a re  the reasons for th e  
hike? A laska em ployers a re  paying  in  1989 for the increased benefit paym ents 
d isbu rsed  d u r i r ”  the  p as t recessionary  y ea rp an d  they a re  rebuild ing  th e  UI 
savings account t buffer ag a in s t fu tu re recessions.

P u rp o s e  o f  th e  U n e m p lo y m e n t C o m p e n s a t io n  S y s te m  is  T w o fo ld

TCic A laska Em ploym ent Security  Act was enacted by the te rrito ria l leg isla tu re  
in 1937 because s ta te  law m akers recognized th a t  “...involuntary unem ploym ent 
is a  scnous m enace to tho h ea lth , m orale, an d  welfare o fthe  people of tho sta te ."  
W ith th is  legislative m andate  in  m ind, there  is a twofold purpose of th e  
unem ploym ent com pensation system . The system  is designed to: 1) Ease tho

More than 20,000 
workers’ jobs 

disappeared from the 
economy in 1986 and 1987
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Many Alaskans were 
able to remain in the 
state during the last 

recession largely 
because of the 
unemployment 

insurance 
compensation they 

received while out of 
work.

financial d istress  of lost incomo to 
unemployed w orkersand th e ir  families, 
and  2) M ain tain  p u rchasing  power to 
help stabilize tho s ta te 's  economy.

Focuses of this article:

Ilnvirigbrieflyskotchcdoutanovcrviow  
ofthoA lnsku Unemploym ent Insuvnnca 
system  and  its  recen t ofTocts on tho 
s ta te ’s economy, it’s now p e r tin e n t to 
outlino whore th is  artic le is going. T his 
com m entary will focus p rim arily  on 
the  recessionary y ea rs  of 11)85 th rough  
1988, and  th is  artic le will —

—  E valua te  the support th a t  UI gavo 
to unem ployed workers.

— Exnm inc how th e  U nem ploym ent 
In s u ra n c e  sy s to m  in  A la s k a  
successfully achieved it3 goals d u rin g  
th e  recen t recession.

— Show how the UI tru s t  fund  helped 
stabilize the economy.

—  Explain why UI em ployer tax  ra te s  
a re  so high in 1989, and

— Explain why the ra te s  will decline 
in 1990 and  1991.

G e o rg e  a n d  J e a n  —
A  ty p ic a l ,  f ic t i t io u s  c a s e

George h ad  w orked a s  n h eav y  
equ ipm ent operator a t  a F a irb an k s  
concrete p lan t since moving to A laska 
in  1974. Ilis  wife Je a n  had been a  loan 
officer a t  the  local bank  for six years . 
W hen the  price of oil fell in la te  1985, 
th eco n cre tep lan to p c ra tio n  w asclosed 
and  George w as laid off. Je a n  w as no t 
affected im m ediately. But, even tua lly , 
th e  loss of wages in F a irb an k s forced 
m any residen ts  to move sou th ; m any  
defnuited on th e ir homo loans. T he 
b ank  began to loso asse ts  an d  w as 
forced to cu t back. In la te  1986 .lean  
w as laid  off. ,•

George and J e a n ’s story  was a  common 
one in A laska betw een late  1985 and  
ea rly  1988. A bout 20 ,000 jo b s  
d isappeared  from th e  Alaska economy 
in 1986 and  1987, M any w orkers w ere 
indeed forced to move south. Home 
foreclosures and  b ankrup tc ies w ere a 
common occurrence.

Yet like m any o thers who w ere laid  off

during  tho recession, Georgo and Jean  
chose to rem ain in Fairbanks. Luckily, 
George was reh ired  a fte r a few m onths 
of being out of work, lie  w ent back to 
work n t the F a irbanks concrete p lan t 
a fte r now m ilitary-related  construction 
projects allowod tho  p lan t to reopen. 
Je a n  nlno re tu rn ed  to work a fte r n few 
jobless m onths, having beon h ired  by 
owners of a locul tourism  business.

t
T h e  F a irb a n k s  couple su rv iv ed  
financially and w ere able to rem ain  in 
tho s ta te  largely because of the 
u n em p lo y m en t in s u ra n c e  com p­
ensation they  received while o u t of 
work.

In order to b e tte r u n d e rs tan d  how the 
UI system  helped George and  Jea n  
during  their time of joblessness, and 
how it has helped thousands of o th er 
couples like them , i t ’s p e rtin e n t to 
briefly explain U I’s m ajor program s. 
T he system  has two m ajor program s 
— regu lar and extended benefits. Also 
im portan t in com ing to u n d ers tan d  
the UI benefits program  are  questions 
regard ing  adequacy of th e  benefits, 
a n d  how  m u ch  c o m p e n s a t io n  
individual c la im ants a re  en titled  to 
receive.

R e g u la r  B e n e f its :  $260 P e r  
W eek  f o r  26 W eeks Is  M a x im u m

T he chief type of unem ploym ent 
insurance benefits paid in the  U.S. is 
called sim ply ‘reg u la r benefits’. How 
much a claim ant receives in  to ta l 
regu lar benefits is determ ined  by two 
elem ents: thecla im ant’s weekly benefit 
am ount and  the num ber of weeks th a t  
th e  c la im ant receives benefits.

In  A laska, the cla im an t's  weekly 
benefit am ount is determ ined  by his 
earn ings in h is 'b n se  period’. (The baso 
period is defined a s  the f irs t four o f the 
prior five complete ca lendar q u arte rs .)  
T he m inim um  benefit am o u n t is $38 
per week for to tal ea rn in g s of $ 1 ,000. 
T he m axim um  is $188 per w eek for 
to tal earn ings of $19,750 and over. A’ 
cla im an t may also receive dependen ts 
benefits, allowing him  $24 for each 
dependen t — up to th ree  dependen ts. 
In oil, therefore, i t’s possible for a 
cla im an t o receive up to $260 per 
week in benefit paym ents.

Tho num ber of weeks th a t  a  c la im an t 
can receive benefits depends upon the

A l < E c o n a m t c  Trrnrft February 1969



s tead in ess  of the claim ant's work 
h isto ry  d u rin g  his base period. T he 
m axim um  num ber of weeks th u t a 
c la im an t can receive regular benefits 
is 26 weeks, p resum ing  he received his 
earn ings equally  over four quurtors. 
Tho m inim um  num ber of wueks is 16, 
p resum ing  ho received all of his 
ea rn in g s in one quurter.

E x te n d e d  B e n e f its  P a y a b le  
O n ly  W h en  S ta te w id e  In s u re d  
U n e m p lo y m e n t I ta tc  is 6̂ 0

W hen a c la im an t exhausts  all of tho 
reg u la r benefits to which he is en titled , 
he becomes eligible for an additional 
b en e fit p ro g ram  called ‘ex tended  
benefits’. H e m ay claim  up to one-half 
of tho am o u n t of regu la r benefits for 
which he w as found eligible. T here  is 
an  add itional eligibility restric tion, 
however. Extended  benefits a re  only 
payab le w hen A lask a’s s ta tew id e  
unem ploym ent is above a  certain  level. 
Specifically, th e  statew ide ’In su red  
U nem ploym ent R ate ' (IUR) m ust be a t  
le a s t 6.Q/0. T he statew ide IUR is a 
weekly ra tio  of:

C laim s A ctually Filed

A verage Em ploym ent

In A laska, extended benefits are usually 
payable beginn ing  in Jan u a ry ; they 
usually  end in Ju ly  or A ugust. F igure 
1  show s th e  in su red  unem ploym ent 
ra te s  for 1986 an d  1988. N ote th a t  in 
1986 th e  IU R  never fell below 6.Q%. 
T his m eans th a t  extended benefits were 
payable year-round  in 1986.

B e n e f i t  A d e q u a c y :
A  C r i t ic a l  M e a s u re  
o f  th e  U I S y s te m 's  S u cce ss

A critical function o fth eU I system  is to 
partia lly  replace an  individual’s lost 
income w hile he is unemployed. An 
im p o rtan t m easu re  of th r system ’s 
successisdeterm inedby  the percentage 
of ea rned  incom e replaced ay UI. T h is  
is often re ferred  as ’benefit adequacy.’ 
In 1988 th e  average weekly benefit 
am o u n t for re g u la r benefits w as 
$156.57. In th a t  sam e year, the average 
weekly ea rn in g s for UI recipients w ere 
$366. T hus, the average UI benefit 
replaced ab o u t 43^o of the  average 
ea rned  income for UI claim ants.

Tablo 1 provides d a ta  on tho two m ain 
program s in A laska — regu lar and 
extended benefits — for the five y^urs 
1984 to 1988. It lists the num ber of 
fir: paym ents (an approxim ation of 
tho  num ber of UI recipients), tho total 
num ber of weeks claim ants received 
paym ents, the urnount of money they 
received in benefits, and  the num ber of 
’oxhauats'. (E xhausts is d fined as tho 
num ber of recipients w hoL ive received 
tho  m axim um  benefits they wore 
eligible to receive.) Tablo 1 also shows 
tiie ‘Exhaustion Rato’, and the average 
num ber of weeks each recipient has 
received com pensation. (Exhuustion 
R ate  is defined as the percentage of 
recip ien ts who exhaust th e ir eligible 
benefits.)

N ote in Table 1 th a t  all of the categories 
peaked in 1986; peaking in 1987, 
though, were the E xhaustion R ate and  
th e  average num ber of weeks per 
recipient. T his ind icates th a t  while

In 1988, the average 
U I benefit replaced 

about 43% o f claimants' 
average earned income.

F igure 1 —

Insured Unemployment Rate -1 9 8 6  and 1988
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Source: Alaska Department of Labor, Rosearch & Analysis

Alaska Economic Trends February 1989



I~ F igure 2 --------------------------------

UI Trust Fund Cash Flo*”

Source: Alasku Department of Labor, Research &  Analysis

actual total claim s begun to declino 
aflo r 1986, thoso who rem ain ed  
unemployed wero out of wo-V for a 
longer poriod of tirno. Even though 
there wero lower total recip ien ts in 
1987, the s itu a 'io n  was worse in 1987 
th an  1986 for the ind iv idual UI 
recipient.

U I D is b u rs e m e n ts  
R e d u c e s  N eg a tiv e  
In c o m e  M u ltip lie r  E ffe c t

W hen George lost his job h is wuges 
were not lost to ju s t  him. Ilia  wages 
were lost to the en tire  F a irb an k s 
com m unity because of h is lost ability  
to purchase goods and services. This 
loss of demand for goods and  services 
often resu lts in fu rtherjob  layoffs. T his 
tu rn  of events is commonly know n as a 
negative 'm ultip lier effect’. U sing tho 
m ultip lier effect, m ost econom ists 
estim ate thn t no less than  two jobs a re  
lost for every in itia l layoff.

P a rt i f  UI's purpose is to d im in ish  the 
ne{ rive m ultip lier's effect in  causing  
additional lost jobs or wages. T h e  UI 
system  perform ed this function well 
during  the past recession. M ore th an  
$750 million was lost in to tal payroll in 
A laska in 1986 and  1987. M uch o fth is  
loss had  already been induced by the 
m ultip lier effect. Yet a t  the sam e tim e 
unem ploym ent com pensation  w as 
pum pingbackin to  unem ployedA laska 
workers’hands more th an  $257 m illion.

- T a b le  1

\
(II R ecip ien ts and P ay m en ts , 1 9 8 4 -1 9 8 8

Year

1984
1905
1986
1987
1988

198-1
1985
1986 
1907 
1900

First
Payments

45.453
49.348
55,514
45.345
36.090

9.736
12.150
20.678
13.145
8,201

Amount
Weeks Paid
Paid ($)

Regular Benefits

662.704 96.612.962
767.652 123.967.063
911.807 147.359.435
770.406 123.528.576
579.422 92.974.600

Extended Benefits

'"’.056 7.403,330
6. 18 10.715.479
136.. 30 21.946.702
94,773 15.230.837
51.385 8.158.738

Final
Payments
(Exhausts)

20.704
24.291
30.148
26.496
18.670

2.712
3.749
8.486
6.246
2.006

Exahust
Rate

0.46
0.49
0.54
0.58
0.52

0.28
0.31
0.41
0.48
0.34

Average
Duration
(Weeks)

14.6
15.6 
16.4
17.0
16.1

5.3
5.7
6.6
7.2
6.2

Source: ETA 5159 report to the (J.S. Department of Labor.
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5

(A nother $72 million was paid  to form er 
A laska w orkers living outside of th e  
sta te .) Alto nether, th u fo u ry eu rs  1985- 
th ro u g h -1988 the  UI system  accounted 
for over $451 m illion o f incom e in 
A laska. (In those sam e years, an o th e r 
$127 million was paid to form er w orkers 
living out-of-stato .)

UT T r u s t  F u n d  
A c c o u n t D ro p p e d  
D a n g e ro u s ly  L o w  in  1987-88

T he UI T ru s t  F u n d  is designed  to ac t as  
a savings account which can be draw n 
down d u n n g  difficult economic tim es 
and  built up w hen tim es have im proved. 
As m entioned  e a rlie r  th e  t ru s t  fund 
paid  ou t $111 m illion m ore in benefits 
th an  it received in  revenue  betw een 
N ovem ber 1985 a n d  April 1988. T h is 
very  large outflow  of funds w ould not 
have been possible w ith o u t ad eq u a te  
reserves in the  U I T ru s t  Fund. A t the  
end of N ovem ber 1985 th e  balance in 
the  s ta te ’s t r u s t  fund  account was $157 
m illion. T he accoun t h it  bottom  in la te  
A pril 1988, fa llin g  to $46 m illion. 
(F igure 2 show s benefit d isb u rsem en ts, 
revenue deposits, an d  the reserve 
b a’ance of th e  t r u s t  fund  from 1976 to 
1988. F igure 2 also  depicts forecasts for 
1 .89-91.)

O ne of th e  m ain  obligations of all 
s t a te s ’ f in a n c in g  m e c h a n ism s  is 
m ain ta in in g  th e  solvency of the  t ru s t  
fund. A laska’s system  is designed  to 
rem a in  p erp e tu a lly  so lvent by w ay of a  
fo rm ula th a t  au to m atica lly  ra ise s  tax  
ra te s  w hen benefits  a re  high or w hen 
th e  tru s t  fu n d  is low. Y et in  1987 it 
appeared  th a t  th e  system ’s solvency 
m ightfail. To cope w ith th a tu n ex p ec ted  
possibility, leg islation  w as passed  th a t  
y ea r enabling the  s ta te  to borrow  m oney 
(and pay in te re s t  on th e  borrow ed 
funds) to m a in ta in  th e  fu n d ’s solvency. 
T he m ain  reaso n  for th e  fa lling  t r u s t  
fund balance w as a  m assive rise  in  
benefit p ay m en t ou tlays —  from  $121 
m illion in  1984 to $142 m illion in 1985 
and  $182 m illion in 1986. In  1987, 
paym ents declined to $147 million; th a t  
outlay, though, s till am oun ted  to $25 
million over revenues for 1987.

The tru s tfu n d d id n o tg o  broke, though, 
and  no m oney ac tu a lly  w as borrow ed to 
m ain ta in  its  solvency. I t  was in A pril 
1988 th a t  th e  fund 's stead y  negative  
m om entum  w as finally  h a lted . T h is  
past ca len d ar ye r  of 1988 saw  a

continu ing  declino in benefit paym ent 
outlays (to $108 million), und an 
increase in ruvenuo (to $137 million). 
T he increase can be a ttr ib u ted  to h igher 
UI taxes. A t tho end  of 1988 the fund 
h ad  rocovurcd to n bulunco of about $89 
m illion.By th. ad  of 1989 it  is expected 
to reach $ 120 m illion. A nd by the end of 
1990 it is expected to reuch $140 million. 
A laska’s UI tru s t  fund h a sn 't  been 
forced to borrow m oney since 1960. 
B arrin g  any  fu tu re  recession of the 
sam e m agnitude as th a t  which occurred 
betw een 1985 and 1987, the fund should 
never have to borrow any funds. T his 
lik e lih o o d isd u e to lh es ta te 'sau to m atic  
financingm echanism , which is the  next 
subject of th is  article.

C u r r e n t  U I R a te s :  W h y  T h e y  
A re  N o w  So H is to r ic a l ly  H ig h

George’s em ployers w ere h a rd  h it  by 
the  drop in oil prices ju s t  as  were m any 
o ther businesses th ro u g h o u t A laska. 
They h ad  to cu tb ack  to a skeleton crew, 
sell some of th e ir equipm ent, and 
re s tru c tu re  some of th e ir  loans. For a 
couple o fyears they w ere constan tly  on 
the verge of bankrup tcy . To m ake 
m a tte rs  worse, the ow ners feared  th a t  
George and  th e ir o th er b es t employees 
would leave the  F a irb an k s area. Ifthose 
fears proved true, th ey  w ould have had  
to pay additional expense to tra in  new 
em p lo y ees  w h en  t h e i r  b u s in e s s  
revenues im proved.

F o rtu n a te ly , the  concrete  p la n t’s 
unem ploym ent in su ran ce  taxes w ere 
reasonably  low d u rin g  the  tim e w hen 
the  ow ners were on th e  verge of 
bankrup tcy . In 1985 th e  ow ners’ ra te s  
w ere 2.179b of each em ployee’s taxable 
wages —  about $473 p e r y ea r p e r 
employee. By 1986 tax es  h a d  increased  
to $555 per employee. B u t in 1987 the 
taxes th a t  the  p lan t paid  p e r employee 
rose to $866. And in  1988 th e  U I taxes 
soared  to $1,097. F inally , the  1989 
taxes th a t  the  concrete p la n t owners 
have been assessed  are  th e  h ighest 
they  have ever been, $1,137.

W h at caused the tax  ra te s  to rise so 
m uch? And why such a  rnpid  increase 
over the p a s t th ree years?  Two factors 
influenced the ra te s  for th e  concrete 
p la n t. F ir s t,  th e  p la n t ’s u n iq u e  
unem ploym ent problem s placed them  
in a h igher ‘tax b rack e t’. Second, and 
more im portan t, average ra te s  for all 
A laska em ployers rose over th e  past

Alaska’s U I system 
is designed to remain 
perpetually solvent by 
way o f a formula that 

automatically raises tax 
rates when benefits 
are high or when 

the trust fund is low.
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thrcoyears. All ra te s  rose autom atically 
to help the system  recover from the 
‘benefits shock’ of 1985 and  1986.

Before we exam ine in  detail why ra te s  
a re  so high in th is  calendar yenr, i t’s 
re levan t to u n d ers tan d  how UI tax 
ra te s — both individual em ployers’ and 
average UI tax ra te s  —  are  calculated  
in  the  f irs t place.

A n  E x p la n a t io n  o f  I n d iv id u a l  
E m p lo y e rs ' B u s in e s s  R a te s :

As F igure 3 show s, the g re a te s t 
proportion of revenue flowing into the  
UI tru stfu n d co m es from em ployer and  
employee ‘tax con tribu tions’. In fact, 
tax contributions a re  the  only source of 
revenue th a t  significantly  affects the  
balance o f the  t r u s t  fund; all o ther 
deposits a re  "direct re im bursem ents. 
T hese revenues a re  tax  contributions 
because they are  assessedon  employers 
by the  s ta te  D epartm en t of Labor in 
advance o ffu tu re  U I paym ents to th e ir 
employees.

Each em ployer is assigned to one of 21 
different ra te  classes, each of which 
h a sn d iffe re n ttax ra te .T h e  assignm ent 
decision is linked to a  couple of factors: 
I f  the  em ployer h a s  been operating  a 
business for a t  le a s t one year, the 
business’ ind ividual ra te  class is based

r  Figure 3

UI Trust Fund Revenue Sources 
1987, Total and Percentage of Total ($  = Millions)

'Combined Wages' are reimbursements from 
othe r slates lor shared UI, due to wages 
earned both In Alaska and olnar states.

Source: Alnakn Department of Labor, Reooarch &  Annlysia

on the  employer's own individual 
experience with unemplo; ’’ent. If th e  
business has been in operau  a for less 
than oneyear, itis  assigned the average 
ra te  class shared by o ther em ployers 
in the  sam e industry . This process is 
term ed ’experience ra tin g 1.

In A laska, an employer’s experience 
ra tin g is  first determ inedby m easuring  
declines in payroll from one q u a rte r  to 
the next. T his figure is averaged over 
th ree y ea rs’ time. (This m ethod of 
m easurem ent is used because declines 
in payroll are prim arily  caused by 
reductions in the business’ work force. 
Reductions in the work force cause a 
rise in U I^  . orients.) Em ployers w ith 
a low payroll decline receive a  m ore 
favorable UI tax experience ra tin g  th an  
em ployers showing high declines in 
payroll.

Each ofevery 21 ra te  classes is assigned 
a  tax  ra te  th a t  is a  percentage of the 
‘average’ —  or base — tax  ra te . T he 
percentages range from 40% (for R ate 
C lass 1) to 165% (for R ate C lass 21). 
(The percentage for the average ra te  
—  which comes in  a t  ra te  classes 10 
and  11— is 100%.) T hese percentages 
a re  actually  called ‘experience factors’. 
Table 2 shows the 21 d ifferen t ra te  
classes, the  experience factors, and 
the  1989 tax  ra te s  for each ra te  class.

For the employer to determ ine the  
business’ m axim um  UI contribution 
paid on each employee, the  em ployer 
can tak e  tho business’ assigned tax  
ra te  and  m ultiply i t  by each employee’s 
taxable wages. (Taxable w ages a re  
determ inedby each s ta te ’s UI taxbase ; 
A laska’s UI tax  base is equal to 75 
percent of the statew ide average 
an n u a l wage.) For 1989, the s ta te 's  tax 
base is $20,900, down from $21,800 in 
1985. T hus, in 1989, the m axim um  
tax  an em ployer will be requ ired  to pay 
per employee — for an  em ployer in  the 
‘average ra te  class’ (ra te  classes 10 or 
11) —  will be $865.26, or 4.14% of 
$20,900.

H o w  A v e ra g e  U I T a x  
R a te s  A re  C a lc u la te d :

A lth o u g h  th is  a r tic le  h a s  f i r s t  
a d d re s se d  in d iv id u a l em p lo y ers’ 
business ra tes , it is the average tax 
ra te  which is first com puted and 
determ inedby  the A laska D epartm ent 
of Labor according to A laska s ta tu tes .
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Indeed, i t  is the average tax  ra te  which donotincludo  a llb en e fits  p a id ;in s tcad , equal to the long-run benefit cost ra te , 
is the  rea l substance of A laska 's  UI b en e fitco s tsa re  th a t  portion  o fbenefits  (In 1980, the  A laska L eg isla tu re  
financing system . T he level o f the  paid  to employees by taxab le  em ployers, recognized the  need to balance these  
average tax  ra te  d e term in es how  m uch two factors. As a  re su lt, law m akers
to ta l tax  con tribu tions a re  collected B enefit cost d a ta  alone a re  insufficien t adop ted  i t  as th e  prim e eq u riio n  for
each year. Ind iv idual em ployers e ith e r to determ ine the financial condition of d e term in in g  tax  ra tes.) A verage J I
pay  lesser or g re a te r  p ercen tages of the  U I system . W ages paid  a re  also  a  tax  ra te s  are designed to be — in th e ir  
th is  average ra te . critica l e lem ent because th e  to ta l m ost fu n d am en ta l form — e q u a lto th o

am o u n t of w ages pa id  in th e  s ta te  benefit cost ra te , 
determ ines the am o u n t of tax es  being 

G u ts  o f  th e  U I: B e n e f i t  C o s ts  collected and  the  am o u n t of po ten tia l
a n d  th e  B e n e f i t  C o s t R a t io  fu tu re  benefits for w hich the  system  A la s k a  UT S y s te m  D e s ig n e d  to  b e

m igh t be liable. T h e  fu n d a m e n ta l C o u n te r c y c l ic a l  a n d  to  R e s p o n d  
In o rd e rto u n d e rs ta n d h o w th e a v e ra g e  d riv ing  force, th en , of average  U I tax  R a p id ly  to  E c o n o m y 's  C h a n g e s  
U I tax  ra te s  a re  calcu lated , i t  is  f irs t ra te s , is w h a t is know n as th e  ‘b en e fit
im p o rtan t to u n d e rs ta n d  th e  ‘g u ts ’ of cost r a te ’(BCR). T h e  BCR is com puted  How ever, A laska’s U I system  is no t so 
th e  UI system , benefit costs a n d  the  as: benefits pa id  in  th e  c u r re n t y ea r simple. The design of this s ta te ’s system
‘benefit cost ra tio ’ B enefits pa id  to divided by w ages pa id  in  th e  p rio r year, h a s  been devised so th a t  i t  can respond
cla im an ts a re  called ‘b en e fit costs' quickly to changes in  th e  economy an d
because th ey  a re  a  cost to th e  system . Since th e  U nem ploym ent In su ra n ce  sc th a t  i t  can w ork in  a  countercyclical
(U I benefits have also been  considered  system  is self-financing, tax es  collected fashion. T he system  is designed to
a  cost of doing business to a ll U .S. in th e lo n g ru n m u s tb e e q u a lto b e n e f ils  delay tax  increases so th a t  em ployers
employers ever since the  Social S ecurity  paid  in  th e  long ru n . T h is  is ach ieved  are  n o t h i t  by th e  tax  hikes d u rin g  th e  
A ct was enacted in  1935.) B enefit costs w hen th e  long-run  average  ta x  ra te  is w orst p a r t  of a  recession.

Table 2  n

UI E m ployer and  E m ployee C o n trib u tio n  R a tes , 1 9 8 9

Employee Employer Total
Experience Contribution Contribution Contribution

Rate Class Factor Rate Rate Rate

1 0.40 0.7% 2.20% 2.90’
2 0.45 0.7 2.36 3.06
3 0.50 0.7 2.52 3.22
4 0.55 0.7 2.68 3.38
5 0.60 0.7 2.85 3.55
6 0.65 0.7 3.01 3.71
7 0.70 0.7 3.17 3.87
8 0.80 0.7 3.50 4.20
9 0.90 0.7 3.82 4.52
10 1.00 0.7 4.14 4.84
11 1.00 0.7 4.14 : 4.84
12 1.10 0.7 4.47 5.17
13 1.20 0.7 4.79 5.49
14 1.30 0.7 5.12 5.82
15 1.35 0.7 5.28 5.98
16 1.40 0.7 5.44 6.14
17 1.45 0.7 5.60 6.30
18 1.50 0.7 5.77 6.47
19 1.55 0.7 5.93 6.63
20 1.60 0.7 6.09 6.79
21 1.65 0.7 6.25 6.95

Average Benefit Cost Rate (ABCR) =» 0.039558
.82 x ABZR =■ 0.032438
Trust Fund Solvency Adjustment (TFSA) » 0.009
Employee Tax Rate » 0.18 (ABCR) = 0.7%
Average Employer Tax Rate » 0.82 (ABCR)
+ TFSA -  4.14%

Individual Employer Tax Rates » 0.82 (ABCR) (Experience Factor) < TFSA

Sources: Alaska Statutes 23.20.290. Alaska Department of Labor, 1988. Table 1. (JI Tax Rate Calculations, 1989.
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— Figure 4  ---------------------------------------------

UI Benefit Costs and Rate (BCR) 
State Fiscal Yeais 1981 -1991

(*>
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 DEM. COST RATE (OCH)
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Years

Source: Alnskn Department of Labor, Research &  Analysis

f—  Figure 5 -----------------------------

Components of Average UI Tax Rate 
Employer and Employee Taxes_____

81 82 83  84 85 86 87 88  89

Tax Year
EMPLOYER - - BCR □  EMPLOYER - -  TFSA 

■ i  EMPLOYEE TAX

Employer taxes are sum o l BCR and TFSA

Source: Alaskn Department of Labor, Research &  Analysis

In theory, a system  th a t  is strictly  
countercyclical is one which has a single 
tux rato  y ea r a fte r year. In con trast, a 
system  th a t is no t countercyclical — 
b u t instead  responds rapidly to changes 
— com putes rn tes according to benefit 
paym ents of the p rio r year.

A laska's IJI system , as m entioned 
beforchund, is a com prom ise betw een n 
s ta te ’s need to respond quickly to 
changes in its  economy and  the need 
for tho  sy s te m  to  w o rk  in  a 
countercyclical fashion. R ath er th an  
using  a one-year form ula to com pute 
the benefit cost ra te , AJuska uses an 
averagoofthe th ree p rioryears. (Figuro 
4 depicts benefit costs and  tho three- 
y ear benefit cost ra te  for s ta te  fiscal 
y ears  1981 through  1988. F igure 4 also 
depicts forecasts for 1989 through 
1991).

E m p lo y e rs  P a y  82%  o f
B e n e f it  C o s t R a te ,  E m p lo y e e s  18%

Once the th ree -y ea r benefit cost ra te  is 
determ ined, em ployers a re  ussigned 
82% of th a t  ra te , em ployees the o ther 
18%. All em ployees’ taxes a re  equal. 
T he average em ployer tax  varies, 
however. T he em ployer’s tax  ra te  is a 
re su lt of the  average em ployer tax 
m ultip liedby the individual em ployer’s 
experience factor. In a  s tab le  economy, 
th is is all there is to the com putation of 
tax  ra tes .

A d d it io n a l  S u r ta x
E n s u re s  T r u s t  F u n d ’s S o lv e n c y

However, in a  severe recession like the 
s ta te  h as  experienced over th e p a s tfe w  
years, this sy stem — as designed so far 
— is unlikely to recover quickly enough 
to ensure a solvent t ru s t  fund. In order 
then  to ensure t ru s t  fund solvency 
d u r in g  r e c e s s io n a r y  y e a r s ,  an  
ad d itio n a l'su rtax ’ is added to em ployer 
tax  ra tes. T his su rta x  is called the 
T ru s t  F und  Solvency A d ju s tm en t 
(TFSA). The TFSA  is determ ined  by a 
schedule d ictated  by A laska s ta tu te s . 
I t  ranges from -0.4% (w hen th e  tru s t  
fund balance is excessively high) to 
1.1% (when th e  tru s t  fund balance is 
dangerously low). T he TFSA  also acts 
in a countercyclical fnshion; i t  ennnot 
rise or drop by m ore th an  0.3% from 
one year to the next. In 198 5 th eT F S A
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wu3 -0.2%. In 1087 and 1988, it w as T h o  S u r tn x  (T FSA ) a n d  
0.0% and 0.(5%. In th is  ca lendar year, R is in g  B e n e f it  C o s ts  A m  
1989, the TFSA  ia 0.9%. th o  C a u se s  o f  H J |,h c r  UI T a x e s

Altogothur, George's em ployers’ tax ra to  
ia calculated th is way: I t is the to ta l of 
two com putations; th a t  ia, 82% of 
A laska’s thrce-yoar benefit cost ra to  is 
m ultiplied by tho p lan t’s own oxporicncu 
factor. And uddud to thin sum  is tho 
T ru s t Fund  Solvency A djustm ont.

Now, a fte r having  gained  a  bnsic 
u n d ers tan d in g  of the form ula which 
determ ines the UI tax  ra te , it’s possible 
to com prehend why the tax  ra te s  were 
so high in 1988 and  continue to be high 
in 1989. I t’s also possible to perceive 
why UI tax ra te s  in A laskn are  expected 
to decline in 1990 an d  1991.

Average Tax Rates
Tracked Between 1981 and 1991

F igure 5 illu s tra te s  the  com ponents of 
employee and em ployer tax  ra te s; the 
ra te s  are depicted as a  percent of taxable 
wages. The em ployer tax  ra te s  include 
both portions a ttrib u tab le  to the  benefit 
cost ra te , as well as  the T ru s t  F und  
Solvency A djustm ent.

(The sum  of these two elem ents is the  
to ta l average em ployer tax  ra te .) T hese 
em ployer ra te s  a re  the average tax  ra te s  
for each year listed. T he figure includes 
d a ta  as far back as 1981, the f irs t y ea r 
of A laska’s cu rren t financing system . 
T he 1989 tax  ra te s  a re  ac tual ra te s , 
hav ing  already been assigned. 11101990 
and  1991 ra te s  a re  forecasts gen e ra ted  
byD O LR esearch& A nalysiseconom ists 
u sing  the d ep artm en t’s UI T ru s t  Fund  
Model.

We can see from H gure  5 th a t  tax  ra te s  
declined steadily through the early  
1980s, then  began to rise  in  1986. O ver 
the  la s t 20 years, the  average tax  ra te  
h as  been abou t 3.2%. T h is tells u s th a t  
th e  ra tes  betw een 1983 and  1986 were 
su b s tan tia lly  low er th a n  average . 
F igure 5 also points out, though, th a t  
benefit costs were actually  increasing  
during  these sam e years, and  th a t th ey  
nearly  peaked in 1986. D u rin g th is  tim e, 
benefit cost r a te ' were declining while 
benefit costs were rising. T h isn p p n ren t 
contradiction can be explained vin two 
factors: to tal wages were rising  fa s te r 
th an  benefit costs, nnd the benefit cost 
ra te  is a th ree-year average.

It ia pertinen t to note in  Figuro 5 th a t  
tho bunofitcoat ra to  portion ofom ployer 
taxes is about tho sam e forSFY  1989 aa 
i t  was for SFY 1981. T h e  reason tlm t 
to tal taxes nro h ig h er ia duo to tho 
T F S A  Figure 2 d em o n stra te s  the fact 
th a t  rising  UI T ru 3 t F und revenues 
(caused by lower tax  ra tes, coupled 
w ith h igher em ploym ent and payroll) 
k ep t pace w ith ris in g  benefits until 
1984. Between 1985 nnd 1987 tru s t  
fund reserves plunged sharp ly . T his 
sudden plunge caused the  firs t po.. tive 
TFSA  —  am ounting  to +0.3% — to ho 
added to 1987 tax  ra te s . T hrough th is 
cn lcndarycar, 1989, th cT F S A h as risen 
to 0.9%

By ndding together the  two portions of 
em ployer tax ra te s  —  th e  benefit cost 
rn to  and  the TFSA —  it’s possible to 
come to two conclusions: 1) T h a t the 
h ig h er ‘a x  ra te s  of 1987 through 1989 
re p re sen t a delayed reaction  to the 
rap id ly  rising  benefit costs am assed 
betw een 1984 and  1987, and  2) l’h a t 
the  h ig h er tax ra te s  o f 1987 through 
1989 rep resen t a  move to recap tu re  UI 
t ru s t  funds lost d u rin g  th e  precipitous 
decline of its  reserve balance between 
1985 an d  1988.

It’s w orthy to again  no te th a t  if  a 
countercyclical financing  system  did 
not exist, the h ig h est tax  ra te s  would 
have occurred in 1986 an d  1987, the 
two w orst years of th e  recession.

T hus, h ig h er tax ra te s  a re  being levied 
this y ea r so th a t prior benefit paym ents 
can be adequately  covered. F u rth er, 
the  h ig h er tax  ra te s  a re  being  levied so 
th a t  the  tru s t  fund can be reb u ilt to 
cover any  possible, fu tu re  recession.

UI Tax Rates To Drop In 1990 
and 1991, and Possibly in 1992

It's  encouraging to po in t ou t th a t  the  
sam e elem ents th a t  have caused tax 
ra te s  to increase (benefit costs and  
TFSA ) will combine to produce lower 
tax rn tes in 1990 and  1991. It’s likely, 
too, th a t  1992 will also be a y e a r  m arked 
by lower UI taxes. Here a re  the  reasons: 
B enefit costs began to decline in the

I f  the countercyclical 
financing system did 
not exist, the highest 
tax rates would have 
occurred in 1986 and 
1987, the two worst 

years o f the recession.
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These projections 
-  that UI tax rates 
w ill drop in 1990 

and 1991, and 
possibly in 1992 -  

could prove 
. overly optimistic i f  

the state's current 
budget shortfall 
results in added 
job losses in 1989.

About the Author:

Michnol Ilurst in a labor economist 

employed for G vo yearn with tho 

Rcaoarch &  Analysis Section, 

Administrative Sorviccn Division, 

Alaska D e p a r t m e n t  of Labor. Hurst 

is also tho nctuary for tho Alaska 

U n e m p l o y m e n t  Insuranco Synt m. 

H o  is based in Junonu.

la t te r  h a lf  of 1987 and  should  con tinuu 
to doclino until mid* 1989. So th a t  
portion of tax ratos a ttr ib u ted  to benefit 
costs will begin to declino in 1989 and  
continue to declino th rough  1991. 
M eanw hilo, tho UI t ru s t  fund reservo 
began  to rocovor in  1988 and will 
continue to rocovor th rough  1991. So 
tho  T ru s t  Fund Solvency A djustm ent 
will begin to declino in 1990.

Those projections nro based  on c u rre n t 
es tim a te s  of fu tu re  em ploym ent nnd 
u n e m p lo y m e n t  by th o  s tn tn  
D epnrtm entofL nbor.T hose projections 
could provo ovorly optim istic if  tho 
Btntc's c u rren t budget shortfa ll re su lts  
in added job losses in 1989. Added 
unem ploym ent in 1989 could rcduco 
tho ra te  ofdecline of em ployer tax  ra tes. 
H ut because UI tax  ra te s  a re  calculated  
upon prtst d a ta , now job layoffs a re  
unlikely  to a lte r th e  fact th a t  declining 
tax  ra te s  w ill occur.

Conclusion

T he A laska U nem ploym ent In su rance 
system  is ju s t  th a t  —  a n  in su rance 
system  —  and no t n  social w elfare 
system . I t  is only availab le  to persons 
who have worked and  a rc  tem porarily  
unem ployed. T here  is a  lim it to the

arnountofbcncfits  th a t  can bo claimed. 
It is financed through tho paym ent of 
prem ium s — in th is  case, em ployer 
nnd  em p lo y ee  ta x e s  n nd  
re im bursem ents. As w ith o th er forms 
of insuranco, theso 'prom ium s’ nrc oflon 
a b itte r  pill for em ployers to swallow, 
especially when the  ra te s  riso to 
exceptionally high levels. As w ith  o ther 
forms of insurance, though, w hen the 
benefits nro needed they provide vital 
support to the  recipients. •

U nem ploym ent insuranco h as tho  dual 
purpose ofprovidingtoinpornryincom o 
support for unem ployed w orkers nnd 
providing a m easure of s tab ility  to tho 
economy. D uring the rocession th a t 
b eg a n  in  In to  1985 , A la s k a ’s 
U nem ploym ent Insurance system  has 
perform ed well. M any thousands of 
workers received hundreds of millions 
ofdollars in com pensation. T his allowed 
m any of the w orkers to stay  in AJaskn. 
W ithout th e  com pensation th ey  would 
have been forced to leave th e  s ta te . 
F urtherm ore, tho reserves in th e  UI 
tru s t fund account provided n critical 
buffer to a flagging economy. The 
system  is now in th e  process of 
rebuilding its  reserves. And b arrin g  
any  m ajor economic ca tastrophe , the 
UI system  will continue serving A laska 
workers when called upon in th e  fu ture.

i

A la sk a ' s  Benef it

r«ur»« rj'4
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O riginal sponsor: R u l e s / G o v e r n o r

1 IN T H E  HOUSE b {  T HE J U D I C I A R Y  CO M MI TT EE

2 CS FOR H OUSE BILL NO. H 7  (Judiciary)

3 IN THE L E G I S L A T U R E  OF THE S^’A TE OF A L A S K A

4 SI XT EE NT H L E G I S L A T U R E  -  FIRST S E S S IO N

5 A BILL

6 i For an Act entitled: "An Act r e l a ti ng  l u  un em pl o y m e n t  i ns urance and unem-
i

7 p l o ym en t  insurance co nt r i b u t i o n  ov ^-payments; e s t a b­

8 lishing a p r i o r i t y  for payment; and p r e s i d i n g  for an

9
I
i e f f e c t i v e  date."

i 10 BE IT E N A C TE D BY THE L E G I S L A T U R E  O F  THE S TATE OF ALASKA:

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

12 (a) A person a p p l y in g for a license as a fish p r o c e s s o r  or

1 13 p r i m a r y  fish buyer shall file wit h  the co mm is s i o n e r  of labor a surety

14
1 bond running to the State of Alask a cond i ti on ed  up on  the p r o m i s e  to

15 p ay (1) all persons fu rn is h i n g  labor to a fish p r o c e s s o r  or prim ar y

16
■

fish buyer, including c o nt ra ct u al  employee benefits; [AND] (2) in­

17 dependent re gi st er ed  comme r ci al  fishermen for the p r i c e  of the raw

18 fishery resource p u r c h a s e d  fro m  them; and (3) u n e m p l o y m e n t  insurance

19 contributions. If the sure ty  bond is insufficient to satisfy all

20
o bl ig a t i o n s  under this subsection, the o bl ig a ti on s to per so ns  f u r n i s h­

21 ing labor and to in dependent r e g i s t e r e d  commercial f is hermen shall be

2? paid before u n e m p l o y m e n t  insurance contrib ut io ns  are paid. The surety

23 or sureties must [SHALL] be satisfactory, in the d e t e r m i n a t i o n  o f  the

24
commissioner.

H | * Sec. 2. AS 23.20.110 is a m e n d e d  by adding a new s u b s e c t i o n  to read;

26 (k) Upon request, the d e p ar tm en t shall d i s c lo s e to the U nited

27 States Department of Hou si ng  and Ur b an  De v elopment and to r e p r e s e n t a­

2‘
tives of a public h o us in g a g ency the following information: (1) wage

29 information; and (2) whet he ~  an individual is receiving, has received,

-1- CSHB H 7 ( J u d )
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or has appl i ed  for, u n e m p l o y m e n t  compensation, and the amount of 

c om pe n s a t i o n  that the individual is receiving or will receive. This 

i n fo rm at io n  „iay be r e l ea s ed  onl y  with respect to an individual a p p l y­

ing for or p a r t i c i p a t i n g  in a h o u si n g a ss i st a n c e  p r o g r a m  admi n is te re d 

by the U n it ed  States De pa rt m e n t  of H o u s i n g  and U r b a n  Development, and

o nl y if the individual has signed a consent form a p p r o v e d  by the

d e p a r t m e n t .

* Sec. 3. AS 23.20.145(f) is ame nd ed  to read:

(f) M o n e y  c r e d it ed  to the account of this state in the u n e m p l o y­

men t  trust fund by the S e c r t ^ a r y  of the Tre a su ry  of the U ni t ed  States 

u n d e r  42 U.S.C. 1103 (Sec. 903, Social Security Act) m a y  not be r e q u i­

siti o n e d  from this stat e' s account or ured except for the payment of

b e n e f i t s  and for the p a y m e n t  o f  expe ns es  incurred for the a d m i n i s­

tration of this chapter. This m o n e y  m a y  be r e q u i s i t i o n e d  under (b) of 

this section for the pay me nt  of benefits. T h i s  m o n e y  m a y  also be 

requi: itioned and use d for the payment of expe ns es  inc ur re d for the 

a d m i n i s t r a t i o n  of this c h a p t e r  but only under a spec i fi c a p p r o p r i a t i o n  

by the le gislature and only if the ex penses are inc ur r ed  ana the money 

is r e q u i s i L ^ o n e d  af t er  the e na ct me n t of an a p p r o p r i a t i o n  law that 

[WHICH]

( 1) s p e c i fi es  the p u r po se  for which the m o n e y  is a p p r o p r i­

ated and the amount a p p r o p r i a t e d 5

(2 ) limits the p e r i o d  w i t h i n  which the m o n e y  m a y  be o b­

ligated to a p er io d e n d i n g  not mo re  than two years after the date of 

the enactment of the a p p r o p r i a t i o n  law; and

(3) limits the amount that [WHICH] m a y  be o b l i g a t e d  during 

a fiscal year to an a m ou nt  that [WHICH] does not e x ce ed  the amount by 

w h i c h  [(A)] the a g g r e g a t e  of the amounts c redited to the account of 

this state u n d e r  42 U.S.C. 1103 (Sec. 903, Social S e c u r i t y  Act) during

CSHB !47<Jud> -2-
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that fiscal year and the 3^ [24] p r e c e d i n g  fiscal y ears e x c ee ds  [(B)] 

the ag gr e g a t e  of the amounts o b l i g a t e d  for a d m i n i s t r a t i o n  and paid out 

for bene f it s and charged against the amounts c r e d i t e d  to the account 

o f  this state during those 3_3 [25] fiscal years.

* Sec. 4. AS 23.20.145(g) is a m en de d to read:

(g) A m o un ts  c redited to this state's account in the u n e m p l o y m e n t  

trust fund under 42 U.S.C. 1103 (Sec. 903, Social S e c u r i t y  Act) that 

[WHICH] are ob li ga t ed  for a d m i n i s t r a t i o n  or paid out for b e n e f i t s  

shall be charged against e q u i v a l e n t  amounts that [WHICH] w e r e  first 

c r e d i t e d  and that [WHICH] are not a l r e a d y  so charged. However, an 

a m o u n t  o b l i g a te d for a d m i n i s t r a t i o n  d u ri ng  a fiscal ye ar  s p e c i f i e d  in 

this section m a y  not be char ge d  a g a in st  any amount c r e d i t e d  d u r i n g  

[SUCK] a fiscal year earlier than the 34th [24TH] p r e c e d i n g  fiscal 

year.

* Sec. 5. AS 23.20.195(a) is a m e n d e d  to read:

(a) If the c ontributions are u n p a i d  after 30 days f ro m the date 

of m a i l i n g  or personal d e l i ve ry  of a w r i t t e n  dema nd  for payment, the 

d e p a r t m e n t  m a y  [SHALL] assess and col le ct  in the same m a n n e r  as c o n­

tributio ns  a p e n al ty  equal to the g r e a t e r  of 10 p e r ce nt  of the c o n t r i­

butions due or S 1 0 . [IN NO E V E N T  M A Y  THE PENALTY BE LESS T H A N  $1.]

* Sec. 6. AS 23.20.205(c) is a m e n d e d  to read:

(c) Unless an appeal is filed u n d e r  AS 23.20.220, if [IF] the 

a mo un t a s s e s s e d  is not paid w i t h i n  30 days after [PERSONAL] service or 

m a i l i n g  of the notice, the d ep ar t m e n t  m a y  4 , S U BJ E CT  T O  AS 23.20.220,] 

c oll ec t the amount stated in the a s s e s s m e n t  bv the d is tr a i n t ,  seizure, 

a nd sale of the property, goods, c h a t t e l s ^  ar.d e f f e c t s  of the d e l i n­

quent employer. Goods and p r o p e r t y  exempt from e x e c u t i o n  u nd er  the 

laws of this state are exempt from distraint and sale u n d e r  this 

section.

-3- C S H B  14 7(Jud)
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* See. 7. AS 23.20.220(a) is amend ed  to read:

(a) W h e n  a n o t i c e  of a ss es sm e nt  is de li ve re d or m a i l e d  to a 

d e l i n q u e n t  employer, the emp l oy er  may w i t h i n  30 days file an appeal [A 

PETITION) in w r i t i n g  w i t h  the department, stating that the assessment 

is unjust or i nc orrect and re q ue st in g a hear i ng  on it. The period for 

f iling an appeal m a y  be ext e nd ed  for a reasona bl e p e r i o d  for good 

c a u s e . The appeal mu st  [PETITION SHALL) set out the reasons the 

a s s e s s m e n t  is o b j e c t e d  to and the amount of con tr ib u ti on s that [WHICH) 

the e m p l o y e r  a dmits is due_^ and mus t be a c c o m p a n i e d  by a bond or 

d e p o si t of o th er  s e c u r i t y  .in the am ount of the a s s e s s m e n t  to ensure 

[INSURE) collection. The depart me nt  m a y  waive the s e c u r i t y  r e q u i r e­

ment if the e m p l o y e r  submits p ro of  of solvency or r e a s o n a b l e  a s s u r­

ance, as p r e s c r i b e d  by regulations, that the c on tributions, in te r es t^  

and pe na l t i e s  due are not in jeopardy. If [NO P E T I T I O N  IS FILED 

W I T H I N  T H E  T I M E  PR ESCRIBED, OR IF) the e mployer fails to p r o v id e the 

r e q u i r e d  security, the c ol l ec t i o n  u n d er  AS 23.20.205(c) is not stayed 

[THE A S S E S S M E N T  IS P R X M A  F A C 17 CORRECT). The d e p a r t m e n t  shall adopt 

r e g u l a t i o n s  for p r o c e d u r e s  for an appeal un d er  this s ub se ct i on  

[HOWEVER, T HE D E P A R T M E N T  M A Y  E N T E RT AI N A S U E S E Q U E N T  A P P L I C A T I O N  FOR 

REFUND, AND, IF D E N I E D  A  REFUND, A H E A R I N G  ON THE A P P L I C A T I O N  IN 

A C C O R D A N C E  W I T H  AS 23.20.225).

* Sec. 8. A S  23.20.220(b) is ame n de d to read:

(b) If the appeal is a c co mp an ie d  by the r e q u i r e d  s ecurity or the 

d e p a r t m e n t  has w a i v e d  the security requirement, filing an appeal 

[FILING A PETITION) on a di sp u te d a ss es sm en t  with the de pa rt me n t stays 

the sale p r o v i d e d  for in AS 23.20.2)0 until a final d e c i s i o n  on the 

a s s e s s m e n t  is made. However, the filing of an appeal [A PETITION) 

does not affect the right of the d epartment to perfect a lien as 

p r o v i d e d  in AS 23.20.200.

CS HB  147(Jud) -4-
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* Sec. 9. AS 23 .2 0.220(c) is a m e n d e d  to read:

(c) Af te r g r a n t i n g  the a p p e 1 lant [PETITIONER] r ea so n a b l e  o p p o r­

tunity for fair hearing, the d e p a r t m e n t  shall ma ke  a de cision on the

appeal [PETITION). The d e p a r t m e n t ' s  deci si on  is final unless the

a p pellant [PETITIONER] initiates a p r o c e e d i n g  for judi ci al  r e v i e w  in 

the m a n n e r  p r o v i d e d  by AS 23.20.445.

* Sec. 10. AS 23.20.225 is a m e n d e d  by ad ding a new s u b se ct io n to read:

(e) The d ep ar t m e n t  shall adopt re gu la t i o n s  p r o v i di ng  for the

d is po s i t i o n  of excess c o n t r i b u t i o n s  pa id  to the u n e m p l o y m e n t  c o m p e n­

sation fund u n d e r  AS 23.20.130. The r e g ul at io ns  mus t be su bs ta nt ia ll y  

similar to the pr ov is i on s of AS 3 4 . 4 5 . 1 1 0  - 34.45.430.

* Sec. 11. AS 23.20.240(a) is a m e n d e d  to read:

(a) If a fter n o t i c e  an e m p l o y e r  defaults in the payment of 

c o n t r i b u t i o n  or interest, the a m o u n t  due m ay be c o l l e c t e d  by a person 

a u t h o r i z e d  by law and a u t h o r i z e d  by the department, by civil acti on  in 

the name of the state, or by b o t h  methods. The d e p ar tm en t shall 

include in the amount due the fees or costs char ge d the depar tm e nt  by 

the p e r s o n  for the c o l l e c t i o n  of the de li nq ue n t amount. An [AND THE] 

e mployer who is [IF FOUND] liable shall p ay the cost of the c o l l e c­

tion, i nc lu di ng  c o l l e c t i o n  fees charged, and the costs of legal 

action.

* Sec. 12. AS 23.20 is a m e n d e d  by a d d i n g  a n e w  section to read:

Sec. 23.20.242. A P P E A L S  BY OFFICER, MEMBER, O R  EMPLOYEE. The 

d ep ar tm en t shall permit each o f f ic er  or e m p l oy e e of a co rp o r a t i o n  or a 

m e m b e r  or employee of a p a r t n e r s h i p  w h o  is r e q u ir ed  to pay the c o n t r i­

butions an d interest owe d by the c o r p o r a t i o n  or p a r t n e r s h i p  under 

AS 23 .20.165 - 2 3. 2 0.278 to appeal i n di vi du al ly  their duty to pay 

u nd er  those sections.

* Sec. 13. AS 23.20.277(b) is a m e n d e d  to read:

-5- CS HB  1 4 7 (Jud)
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(b) At the end of each c a l e n d a r  quarter, or at the end of any

o th er  peri od  as d et er m i n e d  by the department, the depar tm en t shall

bill each governm en t entity, n o n p r o f i t  organization, or group of 

n o n p ro f it  o r g a n i z a t i o n s  that [, WHICH] has elected to m a k e  payments in 

p lace of c o n t r i b u t i o n s ^  for benefits paid during the q u a r t e r  or other 

p r e s c r i b e d  period that are a t t r i b u t a b l e  to service in the employ of 

the g ov er n m e n t  entity, nonprofit organization, or group. In the case 

of n o n p r o f i t  o r g a n i z a t i o n s  and groups of nonprofit organizations, the 

amount b il l ed  is an amount equal to the full amoun t  of regular b e n e­

fits plus fONE-HALF OF] the state share (AMOUNT] of ex te n d e d  b e n e f i t s ^  

In (AND IN] the case of a g o v e r n m e n t  entity the amount billed is 

(WHICH HAS ELEC T ED  TO MAK E P A YMENTS UNDER THIS SECTION] an amount 

equal to the full a mount of the r e g u l a r  benefits plus the full amount 

of the e x t e nd ed  be ne f i t s  paid (DURING THE QUAR TE R O R  O T H E R  P RESCRIBED 

P ER IO D T H A T  IS A T T R I B U T A B L E  T O  S E R V I C E  IN THE E M P L O Y  OF T HE N O N P R OF IT  

O R G A N I Z A T I O N ] .

* Sec. 14. A S  23.20.277(e) is a m en de d  to read:

(e) A t  the end of each taxable year, the de pa rt m e n t  shall d e t e r­

min e  w h e t h e r  the total of payments for the year m a d e  by a nonprofit 

o r g a n i z a t i o n  or group of nonprofit org an iz at i on s is less than, or in 

excess of, the total amount of r e g u la r benefits plus t^e state share 

( O NE -HALF O F  T H E  AMOUNT] of e x t e n de d benefits pa id  to individuals

c ur in g the taxable year b ased on wa ge s attributable to service in the 

e mploy of the n o n p r o f i t  o r g a n i z a t i o n  or group. In ( ; A N D  IN] the case 

of a g o v e r n m e n t  enti ty  that has e l e c t e d  to cake p a y m en ts  under this 

section, the depart me nt  shall de te r mi ne  whether the total of payments 

for the year is less than, or in e x cess of, the total amount of r e g u­

lar ben ef it s plus the total amount of e xtended b e n e f i t s  as d etermined 

in this subsection. Each o r g a n i z a t i o n  or group w h o s e  total payments 
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for the taxable year are less than the amount so d e t e r m i n e d  is liable 

for paym en t o f  the u n p a i d  balance to the fund in a c c o r d a n c e  with (f) 

of this section. If the total pay me nt s  exceed the a m ou nt  so d e t e r­

mined for the taxable year, all or pa rt  of the excess may, at the 

d i s c r e t i o n  of the department, be re fu n d e d  from the fund or re ta in ed  in 

the fund as part of the payments that [WHICH] m ay be r e q u i r e d  for the 

next taxable year.

* Sec. 15. AS 2 3. 20 .277(1) is amended to read:

(1) Each e m p l o y e r  that is liable for pa yments in pl a ce  of c o n­

tributions shall pay to the d ep ar tm e nt  for the fund the amount of 

regular b enefits plus the s t a t e share [AMOUNT OF ONE-HALF] of extended 

b en ef it s paid that are attributable to service in the e mp lo y of that 

employer. However, a g o v e r n m e n t  entit y that [WHICH] has elected to 

make pa y me nt s un d er  this sect io n is liable for the amoun t of regular 1 

b e n ef it s  plus the full amount of e x t e n d e d  ben ef it s  that [WHICH] are 

a t t r i b u t a b l e  to s e r v ic e in the employ o f  that entity. If benefits 

paid to an indivi du al  are ba se d on w a g e s  paid by m o r e  than one e m­

ployer and one or m o r e  of these employers Is [ARE] liable for payments 

in p l ac e of c o n t ri b ut io ns , the amount payable to the fund by each e m­

ployer that is liable for p a yments shall be d e t e r m i n e d  by the d e p a r t­

ment in a c co rd an ce  w i t h  regulations a d o p t e d  by the department.

* Sec. ’6. AS 2 3. 2 0.340(b) is amended to read:

(b) W it hi n one y e a r  from the date of the initial d e t e r m i n a t i o n

of the w e e k l y  benefit amount and the m a x i m u m  p ot ential bene fi t amount 

e s t a b l i s h e d  u n d e r  AS 2 3 . 2 0 . 3 5 0 , the d e p a r t m e n t  shall r e c o n s i d e r  onlv 

the d e t e r m i n a t i o n  of the m o n e t a r y  amounts and shall issue a r e d e t e r­

mi n a t i o n  a m e n di ng  the initial d e t e r m i n a t i o n  if it finds that an error 

in c o m p u t a t i o n  or iden ti ty  has been m a d e  cr that a d d i t i o n a l  wages 

p e rt inent to the c l a i m a n t ' s  insured s t a t u s  nave b e c o m e  available, or
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chat the initial d e t e r m i n a t i o n  r e s u l t e d  from a n o n d i s c l o s u r e  or m i s­

repr e s e n t a t i o n  of a m a t e r i a l  fact c o n c e r n i n g  the d e t e r m i n a t i o n  of 

m o n e t a r y  a m o u n t s .

* Sec. 17. AS 23.20.378(c) is amen de d to read:

(c) An insured w o r k e r  is d i s q u a l i f i e d  for w a i t i n g - w e e k  credit or 

b e n e f i t s  for a we e k of u n e m p l o y m e n t  w h i l e  the i n s u r e d  w o r k e r  is p u r s u­

ing an a cademic ed uc at io n  [ATTENDS A N  E S T A B L I S H E D  SCHO OL  IN A C OURSE 

O F  S T U D Y  P R O V ID IN G A C A D E M I C  I N S T R U C T I O N  OF 10 O R  M O R E  C R E D I T  HOURS PER 

WEEK, OR THE EQUIVALENT). A d i s q u a l i f i c a t i o n  u n d e r  this s u b s e c t i o n  

begins wit h the first w e e k  of ac ad e m i c  i n st ru c ti on  and ends w i t h  the 

week i m m ed ia t el y before the first full week in w hi c h the insured 

w o r k e r  is no longer p u r s u i n g  an a c a d e m i c  education. However, an 

i nsured w o r k e r  w ho has b e rn p u r s u i n g  an academic e d u c a t i o n  for at 

least one school term and w h o  w a s  w o r k i n g  at least 30 hours a week 

during a significant portion of the time that the w o r k e r  was  pu rs ui n g 

an ac ad em i c e du cation is not d i s q u a l i f i e d  for w a i t i n g - w e e k  c r ed i t or 

b en ef i t s  under this s u bs ec ti on  if the worker's academic s chedule does 

not p re cl u d e  full-time wo rk  in the w o r k e r ' s  o c c u p a t i o n  and if the 

i nsured worke r became u n e m p l o y e d  b e ca us e the w o r k e r  wa s laid off o r 

the w o r k e r ’s lob was  e l i m i n a t e d  [ ATTENDING C L A S S E S  IF T H E  INSURED 

W O R K E R  CERTIFIES T HA T  T H E  P ER IO D OF N O N A T T E N D A N C E  WI LL  L A S T  A T  L E AS T 

60 DAYS). In this subsection,

(1) "p ur su in g an ac ad em ic  educat io n"  means a t t e n d i n g  an 

e st ab l i s h e d  school in a course of study pr ov id i ng  acad em ic  i n s t r u c t i o n  

of 10 or ^iore credit hours per week, or the equivalent:

(2) [THE TERM) "sc ho o l"  includes primary schools, sec on da ry  

schools, and institutions of h i g h e r  education.

* Sec. 18. AS 23.20.382(b) is repe al ed  and r ee nacted to read:

(b) An otherwise eligible individual may not be denied benefits 
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or w a i t i n g - w e e k  credit for any week because the indivi du al  is in

t r a in in g a p p r o v e d  under 19 U.S.C. 2296(a)(1) (sec. 236(a)(1), Trade

Act of 1974) , if

(1) while a t t e n di ng  the training, the i n d i v i d u a l  is not 

a v a i l a b l e  for work, fails to seek work, or refuses work; or

(2) the individual left work that was not s u i ta bl e  e m p l o y­

ment to enter training.

* Sec. 19. AS 23.20.382 is amended by a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) An ot herwise e l i gi bl e i nd iv i d u a l  may not be d e n i e d  benefits

cr w a i t i n g - w e e k  credit for any w e e k  b e c a u s e  the i nd iv id ua l is in any 

t raining a p p r o v e d  u nd er  29 U.S.C. 1651 - 1658, as a m e n d e d  by P.L.

100-418, and, w hile att e nd in g the training, is not a v a i l a b l e  for work, 

fails to seek work, or refuses work.

* Sec. 20. AS 23.20.387(a) is a m e n d e d  to read:

(a) An insured w o r k e r  is d i s q u a l i f i e d  for b e n e f i t s  for the week

w i t h  respe ct  to w h i c h  the false sta te me nt  or m i s r e p r e s e n t a t i o n  was 

m a d e  and for an a dd i ti o n a l  period of not less than six w e e k s  or more 

than 52 we e ks  if the d ep ar t me nt  d e t e r m i n e s  that the i n s u r e d  w o rk er  has 

k n o w i n g l y  m ad e  a false s t a t e m en t or m i s r e p r e s e n t a t i o n  o f  a mat er ia l 

fact or k n o w i n g l y  failed to r e port a ma te ri al  fact w i t h  intent to 

o btain or increase b e n e f i t s  u n d e r  this chapter. T h e  length of the 

additi o na l r THIS J d i s q u a l i f i c a t i o n  and the b e g i n n i n g  da te  of that 

[THE) d i s q u a l i f i c a t i o n  shall be d e t e r m i n e d  by the d e p a r t m e n t  acc or di ng  

to the c i r c u m s t a n c e s  in each case.

* Sec. 21. AS 23 . 20.390 is a m e n d e d  by adding a new s u b s e c t i o n  to read:

(f) In addi ti on  to the liability u n d e r  (a) of this section for 

the amount of b enefits i mproperly paid, an individual who is d i s q u a l­

ified from recei pt  of be ne fi t s under A S  23.20.387 is liable to the 

d e p a r t m e n t  for a penalty in an amount equal to 50 percent of the

-9- C S H B  147(Jud)
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1 b e n ef it s  that wer e o b t a i n e d  by k n o w i n g l y  m a k i n g  a false statement or

2 m i s r e p r e s e n t i n g  a material fact, or k n o w i n g l y  faili ng  to report a

3 m a t e r i a l  fact, w i t h  the intent to o b t a i n  or increase ben ef it s under

4 this chapter. The  department may, u n d e r  r e g u l a t i o n s  adopt ed  under

5 this chapter, w a i v e  the c o l l e c t i o n  of a p e n a l t y  u nd er  this section.

6 Th e d e p a r t m e n t  shall depos it  into the general fund the p e n a l t y  that it

7 c o l l e c t s .

8 * Sec. 22. AS 23.20.530(a) is amended to read:

9 (a) In this chapter, "wages" means all r e m u n e r a t i o n  for service

10 fr om  w h a t e v e r  source, including, but not limit ed  to, insuied v;ork,

11
|

n o n i n s u r e d  work, or self-empl oy me n t;  c o mm is s io ns , bonuses, back pay

12 and the cash va lu e of til re mu n e r a t i o n  in a m e d i u m  o t h e r  than cash

13 shall be treated as wages; g r a t u i t i e s  c u s t o m a r i l y  r e c e i v e d  by an

14
i n d i v i d u a l  in the co urse of service from p e r s on s o ther than the i n d i­

15
i v i d u a l ' s  e m p l o y i n g  unit m a y  be treated as w a g e s  r e c e i v e d  from the

16 e m p l o y i n g  un it  only to the extent the i nd iv id ua l  rep or ts  the g r a t u­

17
i

ities to the emp lo y in g unit. T he r e a s o n a b l e  cas h va lu e of r e m u n e r a­

18
|l tion in a m e d i u m  other than cash, and the r e a s o n a b l e  a m o un t of g r a t u­

19 ities, shall be es ti m at ed  and d e t e r m i n e d  in a c c o r d a n c e  w i t h  r e g u l a­

20 tions adopted b y  the department; n o t w i t h s t a n d i n g  AS 23.20.350(a), back

2 ’ 1 pay awards shall be a l lo ca te d to the w e e k s  or q u a r t e r s  w i t h  respect to

22 w h i c h  the pay w a s  earned. If the r e m u n e r a t i o n  o f  an indivi du a l is not

23 b a se d upon a fixed perio d of time or if the i nd iv i d u a l ' s  wages are

24 p a i d  in ir re gu la r intervals or in a m a n n e r  that [WHICH] does not

25 e x t e n d  r e g u l a r l y  over the p e r i o d  of emplo ym en t,  the w a g e s  shall be

26 a l l o c a t e d  to w e e k s  or q u a rt er s in 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  adopted

27 by the department. The r e g u l a t i o n s  mu st  [SHALL], so far as possible,

28 p r o d u c e  results r e a s o n a b l y  simil ar  to those that [WHICH] w o u l d  prevail

29 if the individual's w ag e s w e r e  paid at r e g u l a r  intervals. W he n an 
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i e m p l o y e r  has filed for bankruptcy, u n p a i d  wages e a r n e d  for services

p e r f o r m e d  for the employer are c on si d e r e d  wages for the q u a r t e r  in 

w h ic h they were earned.

* Sec. 23. A S  23.20 is amended by adding a new section to read:

Sec. 23.20.533. A P P L I C A T I O N  FOR D EM ON S T R A T I O N  PROJECT. (a) The

D ep ar t m e n t  of Labor shall pursue a p p l i c a t i o n  wi th  a p p r o p r i a t e  agencies 

to q u a l i f y  this state as a pilot state for d e m o n s t r a t i o n  programs 

r e l a t e d  to helping u n e m p l o y e d  Ala sk an s regain employment, if a d m i n i s­

trative m o n e y  is ava il a bl e to operate the project.

(b) The Depart me nt  of Labor may w a i v e  provisions of this chapter

for i nd iv id ua l s who parti ci p at e in a d e m o ns tr at io n  project, to the 

extent r e q u ir ed  for the state to p a r t i c i p a t e  in the project.

* Sec. 24. AS 34.45.760(10) is amended to read:

(10) " in t an gi bl e property"

(A) includes

(i) money, checks, drafts, deposits, interest, 

dividends, and income;

(ii) credit balances, cus t om er  overpayments, gift 

certificates, secu ri ty  deposits, refunds, credit memos, 

u n p a i d  wages, and u n i d e n t i f i e d  remittances;

(iii) stocks and other intangible ow nership i n t e r­

ests in bu siness associations;

(iv) m o n e y  d e p o si te d to r e d e e m  stocks, bonds, 

coupons, and o ther securities, or to ma ke  distributions;

(v) amounts due and payab le  under the terms of 

i ns urance policies; and

(vi) amoun ts  d i s tr i bu ta bl e from a trust or c u s t o­

dial fund e s t a b l i s h e d  under a plan to prov id e health, w e l­

fare, p e n s i n ,  vacation, severance, retirement, death, stock

-11- CSHB 147(Jud)
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purchase, profit- sharing, employee savings, suppl em en ta l  

u n e m p l o y m e n t  insurance, or s i mi la r benefits;

(B) does not include

(i) u n u s e d  a i r l i n e  tickets; [OR]

(ii) s hares of stock issued by a c or po r a t i o n  

o r g a n iz e d under 43 U.S.C. 1601 - 1629a (Alaska N a t i v e  Claims 

S et tl em en t  Act) or u n c l a i m e d  dividends p a y a b l e  on the 

shares of stock; or

(iii) o v e r p a i d  c o n t ri bu t io ns  by em pl o y e r 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  fu nd  under AS 23.20.130;

AS 2 3 . 2 0 . 1 7 5 ( a ) , 23 .2 0 . 1 7 5 ( b ) ,  23.20.175( c )( 1) , 2 3.20.350-

(f)(4), and 23 . 20 .350(f)(5) are repealed.

* Sec. 26. S e ct i on  24 of this A c t  is r et ro a c t i v e  to S e p t e m b e r  7, 1986.

* Sec. 27. S ections 10, 24, and 26 of this Act take effe ct  immed i at el y

u n d e r  AS 01.10.070(c).

* Sec. 28. Sec ti on s  1 - 9 ,  11 - 23, and 25 of this Act take effect

J u l y  2, 1989.

* Sec. 25.
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SECTION-BY-SECTION ANALYSIS 
House B ill 147

Section 1: [Sec. 1 of CS for HB 384 (L&C)]

The proposed amendment of AS 16.10.290(a) enhances the Department's ab ility to 
co llect delinquent unemployment insurance contributions from fish processors and fish 
buyers. The Department's figures indicate that, as of December 1987, about 25 
percent of a ll fish processors and buyers were delinquent in their contributions. Those 
delinquencies resulted in a loss to the unemployment trust fund of about $610,000 as of 
that date. Under the proposed amendment, the Department may assert claim s for 
contributions against the fish processors' and buyers' surety bonds, such claim s having 
next priority after claim s for wages and payments for raw fish.

Section 2: [New section proposed for 1989 session]

The Stewart B. McKinney Homeless Assistance Amendments Act of 1988 requires, as a 
condition of sta te s receiving administrative grants under Title EH of the Social Security 
Act, that sta te s disclose certain information contained in employment security 
records, upon request, to HUD and representatives of a public housing agency. It also 
provides for reimbursement of costs and appropriate safeguards of the information. 
The proposed amendment to AS 23.20.110 would allow the Department of Labor to 
comply with these federal requirements. This is a federal conformity issue; as such, 
continued adm inistrative funding for the Employment Security Division is contingent 
upon passage by September 30, 1989.

Section 3: [New section proposed for 1989 session]

This section provides for extension of the Reed Act for ten years. T itle IX of the 
Social Security Act makes excess funds collected under the Federal Unemployment Tax 
Act (FUTA) availab le to pay benefits or for administration of the employment security 
programs. Federal law  extended the time lim its in which the funds may be used by ten 
years. Unless Congress increases the maximum allowable leve ls in these funds, we 
antic ipate that there w ill be excess funds to distribute back to the sta tes in the near 
future. Current statute does not permit the Employment Security Division to receive 
or use these funds. This proposal, by extending the Reed Act, would allow Alaska to 
accept our share of the funds.

Section 4: [Sec. 2 of CS for HB 384 (L&C)]

The amendment of AS 23.20.195(a) in this section provides that the ten percent penalty 
on delinquent employer reports and taxes may be discretionary instead of mandatory. 
It also increases the minimum penalty to $10 from $1. This provision is not presently 
enforced in cases for which it is not cost effective to do so. A discretionary penalty 
would conform the statu te to current practice, and remove the requirement on the 
Department to assess and collect penalties regardless of whether the State actually 
loses money in doing so.



Section s 5. 6. 7 and 8; [Section s 3 and 4 o f CS for HB 38 4  (L& C )]

The amendments to AS 23.20.205(c) and AS 23.20 .220(a) in these sections c la rify  the 
procedures for the appeal by an employer of the Department's assessment against the 
employer for unemployment contributions. The Department may extend the 30-day 
appeal filing deadline for circumstances beyond the control of an employer. Also, the 
amendments c la rify  that if  the employer files security with the appeal, the collection 
of the assessment w ill be stayed pending determination of the appeal.

In addition, extraneous language in AJ 23.20.220 is being deleted.

Section 9: [New section proposed for 1989 session]

This amendment to AS 23.20.240 would allow the Department to use private collection 
agencies to co llect outstanding employer contributions from employers. The 
Department is  owed large amounts of contributions, expecially  by out o f state 
employers, that are d ifficu lt to collect. This would provide a means to collect these 
delinquent contributions. The amendment provides for adding the collection fee to the 
amount of the '’ebt owed. Federal law nrohibits the use of trust fund (or employer 
contributions) . pay a collection agency. This would have no impact on our current 
operations; it would provide us a means to co llect delinquent contributions not 
currently availab le to us. Current s ta f f  levels for the department's collection efforts 
would not change.

Section 10; [Section 5 of CS for HB 384 (L&C)]

Under current law , an o fficer or employee of a corporation, or partner or employee of 
a partnership may be liable for delinquent unemployment taxes in a c iv il action i f  they 
have been determined to have the duty to pay the taxes. These individuals have no 
prior appeal rights regarding the determination of their duty to pay the taxes. This 
section provides a new section, AS 23.20.242, that allows these individuals to appeal, at 
an adm inistrative level, the determination of "duty to pay," prior to civ il action.

Sections 1 1 .1 2  and 13: [Sections 5, 7, and 8 o f CS for HB 384 (L&C)]

Under current law , nonprofit organizations pay 50 percent o f extended benefits (the 
sta te  share) with the federal share being 50 percent. Under the 
Gramm-Rudman-Hollings Act (the Federal Balanced Budget and Emergency Deficit 
Control Act of 1985), the federal share of extended benefits payments may decrease 
because it is  subject to sequestration. This action w ill increase the State share of 
extended benefits payments. To o ffset the anticipated loss of some portion of the 
federal money, nonprofit organizations that choose to reimburse the Department for 
benefits paid to their former employees, instead of paying contributions under 
AS 23.20 .165, w ill, under the amendments to AS 23.20.277(b), (e) and (1), be required to 
reimburse the Department ti.'» full amount of the S tate 's share o f the benefits paid to 
their former employees. The amount charged government en titie s w ill not change 
because they currently reimbu se 100 percent of extended benefits paid.



Sec tio n  14; [New Section  proposed fo r 1989 se ssio n )

This section c la r if ie s the intent of the law that the proviso for redeterm ining an in itial 
claim  applies only to the monetary determination. This redeterm ination w ill take 
place if  the department finds that an error in computation or identity was made, 
additional wages for a claimant have become availab le or the in itia l determination 
resulted from the nondisclosure or misrepresentation of a m aterial fact.

Section 15: [HB 287 from 1988 sessionl

This amendment provides for the payment of benefits to individuals who have been 
working fu ll time while attending school and who are laid o ff from work. Under 
present law, a person who is taking ten (10) or more credit hours of c lasses in an 
academic program is not eligib le for unemployment insurance benefits, w ith no 
exceptions. Current law unfairly penalizes individuals who have demonstrated that 
they can attend school without affecting their ava ilab ility  to work fu ll time.

Section 16: [New section proposed for 1989 session)

This amendment would correct the language in AS 23.20 .382 so the restrictions would 
apply only to cla im s under the Trade Act, as intended. Current language applies 
restrictions to a ll c la im ants that were only intended to apply to Trade Act claim ants.

Section 17: [New section proposed for 1989 session]

Federal law precludes sta te s from denying benefits to individuals because they are in 
t aining approved under T itle III of the Job Training Partnership Act (JTPA). This 

endment provides that a ll individuals who are attending training approved under 
w ill not be denied their unemployment insurance benefits. Currently, this 

^  3 addressed in regulation; however, the regulation only provides for paying
bewems whil * the individual is in vocational training. This conforming leg islation  is 
needed to pay benefits to those individuals, regardless of whether their train ing is 
academ ic or vocational.

Section 18: [New section proposed for 1989 session]

This provision d isqualifies the week in which a fraudulent act occurs in addition to the 
period o f d isqualification currently imposed. Under current law , an individual can be 
paid for a week in which he commits fraud, because the d isqualification begins the 
week the fraud decision is issut J.

Section 19: [Section 10 of CS for HB 384 (L&C)]

Under proposed AS 23 .2 0 .390 (0 , individuals who fraudulently obtain benefits incur an 
additional monetary penalty of 50 percent of the amount improperly received, unless 
the Department waives the penalty, w ith any penalties co 'lected to go to the general 
fund. Currently, under AS 23.20.387, a person who fraudulently receives benefits is 
d isqualified from receiving benefits for a specified period o f time, and, under 
AS 23.20 .390(a ), must repay the benefits fraudulently received (a situation sim ilar to 
an in te re st-free  loan). As a further disincentive for fraud, the 50 percent penalty is 
proposed.
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[Section s 11 and 12 o f CS for HB 384 (L& C )]

These amendments propose new AS 23.20.391. 23.20.393, and 23 .20 .394, which establish 
provisions for liens and attachment of property to fac ilita te  the collection of 
overpayments that are caused by fraudulent receipt of benefits. The three proposed 
sta tu te s are based on existing AS 23.20.200, 23.20.205 and 23.20.215, regarding liens on 
the property of an employer for failure to make the required contributions. Proposed 
AS 23.20.391(b ), which tracks existing AS 23.20.200(b), refers to the lien being 
"constructive notice to creditors" and is Intended to establish the priority of the state  
over unsecured and unrecorded creditors, whether prior or subsequent, as well as 
subsequent secured creditors.

Section 22: [Section 13 of CS for HB 384 (L&C)J

Under current law, an individual's e lig ib ility  for unemployment insurance benefits is 
based upon wages paid to the individual. Thus, if  an individual works for an employer 
who file s for bankruptcy and does not pay its employees, the individual does not qualify 
for unemployment benefits. The proposed amendment to AS 23.20 .530(a ) in this 
section rec tif ie s this situation. This section expands the defin ition of "wages" to 
include earnings for work that an employee perfoms but is  not paid for because the 
employer file s for bankruptcy.

Section.23.:

This provision allows the Department to participate in demonstration or pilot projects 
with the U.S. Department of Labor (USDOL) that test innovative ways to a ss ist 
unemployed individuals to return to work. The Department may waive e lig ib ility  
rjqu irem ents if  needed. Participation in these projects w ill be Incumbent upon 
a /a ilab ility  of adm inistrative funds for operating the project.

section 24: [New section proposed for 1989 session]

This amendment provides for employer overpayments o f unemployment insurance 
contributions that are not claimed by the employer to remain in the unemployment 
insurance trust fund. The Unclaimed Property Act (AS 34.45 ) requires state agencies 
to transfer unclaimed property to the Department of Revenue. These overpayments 
should be exempted from the Unclaimed Property Act and remain in the 
Unemployment Trust Fund from which unemployment insurance benefits are paid. 
Expenditures from the trust fund are automatically replaced by employers in the sta te  
under the contribution formula; therefore, employers should receive the indirect 
benefit (through lower tax rates) o f the unclaimed overpayments.

Section 25: [New section proposed for 1989 session]

This section modifies the provisions covtring dependents' allowance payments. 
Currently, a dependent claimed by one parent cannot be claimed by another parent 
until the fir st person's benefit year has expired (even if  the first parent is  not claim ing 
benefits or has no remaining benefits to receive). A portion of every parent's wages 
goes to support their children. UI is for temporary, partia l wage replacement of every 
elig ib le c la im ant. It is , therefore, inequitable for any parent with children to support 
to be denied dependents' allowance. This proposal allows each unemployed parent in a 
fam ily unit to claim  dependent children. Three dependents would s t il l be the most that 
could be claimed by any claimant. It also repeals outdated subsections o f AS 23.20 .175.

Sections 26. 27 and 28 provide for e ffective dates.
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S ec . 23.20.17ft. Hit hi* o f  c o n tr ib u t io n s .  iu» For th e  purport*?* of AS 
23.20 166 mul 23 20.170, a f te r  December 31. 1973, nnd th ro u g h  
D ecem ber 31, 1980, w ages do nol include tha t part of rem u n era tio n  
paid d u rin g  any c a le n d a r  y ea r to an individual by an  em ployer or by 
a predecessor o f th e  em ployer th a t exceeds $10,000.

(hi In th is  section , "em ploym ent" includes service co n stitu tin g  
em ploym ent u n d e r  the em ploym ent security  law of ano ther s ta te  or o f 
th e  federal governm ent.

(c) For th e  purposes o f AS 23.20 165 and 23 20.170,
11 > a f te r  D ecem ber 31, 1980, and  through December 31,1982, w ages 

do not include th a t  p a r t o f rem u n era tio n  paid during any  ca lendar y ea r 
to an  ind iv idual by an  em ployer or by a predecessor of the em ployer 
th a t  exceeds (JO p ercen t o f the  average an n u a l wage, a s  defined in AS 
23.20.520(27), in A lask a  for th e  preceding 12-month period ending  
d u n e  30 com puted to th e  n ea re s t m ultip le of $100;

(2) a f te r  D ecem ber 31, 1982, w ages do not include thu l part of re m u ­
neration  paid d u rin g  uny  ca len d ar y ea r to an individual by nn 
em ployer o r by a  predecessor o f the em ployer that exceeds 75 percent 
of th e  av erag e  a n n u a l w age, a s  defined in AS 23.20.520, in A laska for 
the  preceding 12-m onth period ending .June 30 computed to the  nea rest 
m ultip le  o f $100. <§ 503 ch 5 ESLA 1955; am  5 18 ch 169 SLA 1957; 
am  § 9 ch 60 SLA I960; am  §§ 4, 5 ch 43 SLA 1973; am  §5 15, 16 ch 
9 SLA J 980»

Croim re fe rence* . —  For dcti-rmina- ran.' *>ncj Special Act* 
tion o f iiveragt- benefit cost ra le  fo r E ffec t o f  amendments. — D ie  1980 
employer contribution* in 1981 and 1983, amendment rewrote subsection* <o) and 
sec I 81. ch 9. SLA 1980, in the Tempo- ic>

S ec . 23.20.180. R e c o rd s  a n d  a n a ly s is  o f  e x p e rie n c e  w ith  u n e m ­
p lo y m e n t r is k . F o r each ca le n d a r year the  departm ent shall m ain ta in  
sep ara te  accounts for each em ployer and  claim ant to obtain facts and 
stud ies upon w hich the  le g is la tu re  may determ ine w hether an  experi­
ence ra tin g  system  should  he adopted to require  contributions from 
em ployers based upon th e ir  experience w ith  unem ploym ent risk , nnd, 
if so, the m ost eq u itab le  system  for accom plishing th is  purpose consis­
ten t w ith th e  solvency of th e  unem ploym ent com pensation fund. (§ 504 
ch 5 ESLA 1955; am  § 19 ch 169 SLA 1957)



I  23.20.350 Labor and Worker*' Combsnsation 1 23 20.350
(A) <Ui

Base Period W ages W eekly Benefit

At least Hut less th an
A m ount

15,500 15,750 154
15,750 16,000 156
16,000 16,250 158
16,250 16,500 160
16,500 16,750 162
16,750 17,000 164
17,000 17,250 166
17,250 17,500 168
17,500 17,750 170
17,760 18.00J 172
18.000 18,250 174
18,250 18,500 176
18,500 18,750 178
18,750 19,000 180
19,000 19,250 182
19,250 19,500 184
19,500 19,750 186
19,750 188

to receive u weekly benefit under th is  chupter for th e  nu m b er o f weeks 
set o u t in colum n <B> of the  tab le  in th is subsection opposite th e  appli­
cable ea rn in g s  ra tio  of th e  individual se t out in colum n (A):

(A)
E arn in g s R atio  N um ber j f  W eeks

less th a n  1.50 16
1.50 1.99 18
200-2 .4 9  20
2.50-2.99 22
3.00-3.49 24
3.50 o r m ore 26

(fl An individual who estab lishes a benefit y ea r is elig ib le  for an  
allow ance for dependents in addition to th e  ind iv idual’s w eekly bene­
fit am o u n t The departm en t m ay require  an  ind iv idual claim ing or 
receiv ing an  allow ance for dependents to produce incom e tax  re tu rn s , 
b irth  certificates, notices o f adoption or custody, social security  ac­
coun t num ber of spouse, verification of support docum ents, o r other 
inform ation  necessary to verify th a t the allow ance is payable to the 
ind iv idual. The allow ance for dependents

(1) is $24 per week for each dependent, except th a t  th e  to ta l allow­
ance for dependen ts paid to  nn individual may not exceed $72 for each 
week of unem ploym ent;



5 23 20 362 A laska S t a t u t e s  S u p p l e m e n t 5 23.20.362

(2) is payab le beginning w ith  th e  week durinK  th e  benefit year in 
w hich th e  individual claim s an  a llow ance Tor th e  dependen t nnd i9 
payab le for th e  rem ainder o f the  ind iv idual'll e lig ib ility  for regu lar, 
ex tended , o r supplem ental p ay m en ts  du rin g  th e  benefit year;

(3) m ay no t be claimed for a n tw  dependen t a f te r  th e  end of the 
benefit y ea r o r after the ex h au stio n  of re g u la r benefits  in the  benefit 
year;

(4) m ay not be paid to un ind iv idual if
<A> th a t  dependent has been c laim ed  by an o th e r ind iv idual;
(B) th e  o th e r individual h as  been found e lig ib le  to receive the  ul- 

lowunce for th e  dependent; and
(C) th e  benefit year of th e  o th e r ind ividual h a s  not expired; and
16) m ay be paid only if  th e  d ep a rtm en t d e te rm in es  th a t  no other

ind iv idual having  an unexpired benefit y ea r h as  been found eligible 
for an  allow ance for the sam e dependen t.

(g) In  th is  section,
(1) "dependent" m eans a n  iH iv id u u l's
<A) u n m arried  child. s tep c ln .J , legally  adopted child , o r  legal ward 

u n d er 18 y ea rs  of age who is
(1) law fully  in the ind iv idual’s  physical custody a t th e  tim e th e  ind i­

v idual cla im s the allowance for dependen ts; or
(ii) dep en d en t on the ind iv idual for m ore th a n  50 percen t o f sup­

port;
<B) u n m arried  child, stepchild , legally  adopted child , o r lcgul ward 

of any  age who is dependent on th e  ind iv idual for m ore th a n  50 per­
cent o f sup p o rt nnd who is p reven ted  by in firm ity  from en g ag in g  in n 
gainfu l occupation;

(2) "ea rn in g s  ratio" m eans the  ra tio  ob tained  by div id ing  th e  total 
base period wages of the insured  w orker by th e  w ages paid in  the 
q u a r te r  of th e  base penod in which th e  w orker w-as paid th e  g rea tes t 
am oun t of wages. <§ 712(a) — (di ch 5 ESLA 1955; am  § 25 ch 169 
SLA 1957; am  $ 1 ch 112 SLA 1966; am  §5 9 .1 0  ch 106 SLA 1969; am 
§ 7 ch 106 SLA 1971; am 5 10 ch 43 SLA 1973; am  5 54 ch 9 SLA 
1980; am  §§ 8 . 33 ch 115 SLA 1982; am  «  6-8 ch 106 SLA 1984; am 
§ 26 ch 85 SLA 1988)

E ffect o f  nmrndtnenU. — Th»- 19SS I 4!T at the beginning of column <A> of 
amendment, effective June 2, I'JSS. tub- aubtcction <ei 
atituted "leM than 1 50 ' for 'leva than

S ec. 23.20.362. D isq u a lify in g  o r  d e d u c tib le  in c o m e . )o» The 
um ount of benefits payable to  an  insured  w orker for a week of unem ­
ploym ent w hich begins in a  period for which th e  in su red  w orker re ­
ceives a  pension, re tirem ent or re tired  pay, an n u ity , o r s im ila r  p eri­
odic p ay m en t th a t is based on th e  previous w ork o f th e  insured  
w orker, sha ll be reduced by th e  am oun t o f th e  paym en t th a t  is a t t r ib ­
u tab le  to  th a t  week The req u irem en ts  of th is  subsection apply  only  if
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<§ 403 ch 5 ESLA 1955; am  § 8 ch  9 SLA 1980; am  <) 2 ch 82 SLA 
19871

Kffwl of amendment*. —  The l‘J87 
umrndmi'nt um-rlid "arrange fur" near 
Ihr end of the ncrtion

A rtic le  3. C o n tr ib u t io n s .

Section Section
185 Interest on paxt due contribution* 250 Lien upon dutrtbution or nmtifrn* 
200 Lien mcnt of bum-u

S ec. 23.20.185. I n te r e s t  on  p a s t  d u e  c o n tr ib u t io n s ,  (a) If  co n tri­
butions a re  not paid on th e  date  on  w hich th ey  are due, the  am o u n t 
rem aining unpaid  benrH in terest a t  th e  ra le  o f  12 percen t per y e a r 
from the  due d a te  u n til paym ent p lu s  accrued in tere st is received by 
the d epartm en t. In te re s t collected u n d er th is  section sh a ll be depos­
ited in the c lea rin g  account of th e  unem ploym en t com pensation fund.

(b) In te rest does not accrue on co n trib u tio n s from an  e s ta te  in th e  
hands of a receiver, executor, ad m in is tra to r , tru s tee  in  bankrup tcy , 
common law  ussignee or o th er liq u id a tin g  officer afte r th e  d a te  when 
the officer qualifies. However, co n trib u tio n s  accruing w ith  respect to 
em ploym ent of a person by the officer a re  due  an d  draw  in te re st in th e  
sam e m an n er as contribu tions d u e  from o th e r em ployers.

(cl P aym ents of contributions erro n eo u sly  paid to an  unem ploy­
m ent com pensation fund o f ano ther s ta te  w hich should have been paid 
to th is  s ta te  nnd w hich a re  refunded by th e  o th e r s ta te  an d  paid by the  
em ployer to th is  s ta te  shall be considered paid to  th is s ta te  a t  th e  d ate  
of paym ent o f the  o th er state.

(d) In te rest collected u nder th is  section  sh a ll periodically  be tr a n s ­
ferred from th e  c learing  account to th e  tra in in g  and  build ing  fund. (§
511 ch 5 ESLA 1955; am  § 2 ch 106 SLA 1969; am  §5 17. 18 ch 9 SLA 
1980)

Editor'* notes. —  T h u  section u  tel 
out to incorporate editorial change* made 
by the Reviior of Statute*

S ec. 23.20.200. Lien, (a) A claim  for con tribu tions, including  in ­
terest and penalties, not paid when due is a lien  in favor of th e  s ta te  
aga inst all th e  real and personal p ro p e rty  o f th e  em ployer.

(b) The claim  becomes a lien w hen th e  d ep a rtm en t records a notice 
of the lien w ith  the recording officer o f  th e  recording d is tric t in which 
the property is located. T he claim becom es u lien  on a m otor vehicle 
when th e  d ep a rtm en t files a notice of th e  lien in th e  office of the  
com m issioner of public safety. F iling  o r record ing  of the  notice o f lien 
is constructive notice of the lien ag a in s t th e  p roperty  described in the
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ft 23.20.250 L au ok  a n d  W o r k e r s ’ C o m p e n s a t io n  ft 23.20.250

notice to  cred itors of the ow ner, und to subsequen t p u rch asers  and 
encum brancers.

(c) I Hop filled , § 8b ch 9 S L A  1980.1
fd) T he departm en t may re lease  u notice of lien by filing  or record­

ing u ce rtifica te  of release in  th e  m an n er prescribed for th e  filing or 
recording of a notice of lien. T h e  d ep a rtm en t may not file or record a 
certifica te  of release until th e  am ount of con tribu tions, includ ing  in­
te re s t, and penalties  and costs, is paid, or u n til it receives assu ran ce  of 
paym ent which it considers ad eq u a te . (!) 514 ch 5 ESLA 1955; am  ft 1 
ch 37 SLA 1963; am § 1 ch 67  SLA 1967; am  ft 80 ch 9 SLA 1980; am 
ft 27 ch 21 SLA 1985)

Rcviaor’s notes. — Minor word 
chunges related to the recording of docu- 
m enu were made in subacctiona (b) und 
(dl of this section in 19HH because of the 
enactment of ch. 16), SLA 1988.

Effect of umendmentN. — The 1UH5 
amendment in subsection <b) substituted 
"public sufety" for "revenue” at the end of 
the next-tn-hist sentence.

NOTES TO DECISIONS

Stated in In re Active Steel Erectors,
Inc., 63 Bankr. 851 (Hankr 0. Alasku 
1985).

S ec . 23.20.250. L ien u p o n  d is t r ib u t io n  o r  a s s ' n m c n t  o f  a s ­
se ts . fa) If th e  assets of nn  em ployer a re  d istribu ted  u n d er a  court 
order, includ ing  a receivership, probate, legal dissolution, or a s im ilar 
proceeding, o r in the case of a n  assig n m en t for the benefit o f creditors, 
a  com position, or a sim ilar proceeding, con tribu tions w hich a re  or 
which become due are  a lien upon all the asse ts  of the em ployer. The 
lien is p rior to  all o ther liens or claim s except a p rio r tax  lien, a  lien 
filed or recorded under AS 23.20.200, or a  claim  for rem u n era tio n  of 
service of not more than  $250 to each c la im an t, ea rned  w ith in  six 
m onths before the s ta rtin g  o f th e  proceeding.

(b) T he existence of a condition of insolvency or the  in s titu tio n  of a 
jud ic ia l proceeding for legal d isso lu tion  or of a proceeding for d is trib u ­
tion  o f asse ts causes the lien to  a ttac h  w ithout action on b e h a lf  of the 
d ep a rtm en t o r the state.

(c) In the  even t of an em ployer’s ad judication  in  bankrup tcy , ju d i­
cially-confirm ed extension proposal, or com position, u n d e r 11 U.S.C. 
(Federal B ankruptcy Act), co n trib u tio n s th a t  are or become due are 
en titled  to th e  priority provided u n d er th a t Act, as  am ended, (ft 523 ch 
5 ESLA 1955; am § 28 ch 21 SLA 1985)

Revisor's note*. — Minor word 
changes related to the recording o f docu- 
merits were made in subsection (a) of this 
aection in 1988 because of the enactment 
of ch. 161. SLA 1988.

Effect of amendment*. — The 1985

amendment in subsection (c) substituted 
”11 U.S.C. (Federal Bankruptcy Act)" for 
"the Federal Bankruptcy Act of 1898, as 
amended ( 1 1  U.S.C. 1 et 9eq.)," "that" for 
"which" followings," and "under" for "in" 
preceding "that Act."
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5 23 20.205 AI ASK A S t A T I  IKS * 23 20.205
of Aln*ku v Craig Kntvr*. Inc . Sup Cl 
Op No 14 iFilt- No :»i. 355 |« 2d III7 
(Il)6Ul

l.ii-ii dot*  mil attach  In property  
leased before 1058. When the state's 
lien wm extended In 11)55 to cover "prop 
erty used with the permission of the 
owner." the legislature (lid not expressly 
provide that this was meant to include 
property in circumstance* where the ’u*e" 
und "permission” antedated the statute 
arid where the ow ,.er of the property, after 
the enactment ol the luw. had no practical 
m eans o( prolactin# him self against the 
state's claim of lien for unpaid taxes In the 
absence of such express provisions, the 
statute reasonably may be construed as 
having a more limited application, so chat 
the state's lien doe* not attach to property 
leased before the 1955 amendment Terri­
tory of Aluska v. Craig Enters , Inc , Sup 
Ct, Op No 14 (Kile No 3). 356 I* 2d 397 
(I960)

Mere use o f  property o f  u third p er­
son alone will not bring this section  
Into play. Territory of Alaskn v Craig 
Enters., Inc., Sup. Ct Op No 14 (Kile No 
3). 355 P.2d 397 (19601.

There must be u se "In prosecuting  
the business o f  the em ployer." Terri­
tory of Alaska v. Craig Enter* , Inc . Sup 
Ct Op No 14 (File No 3i, 355 P 2d 397 
(1960)

And this use m ust be "with the p er­
m ission of the ow ner."  Territory of 
Alaska v Craig Enters , Inc , Sup Ct. Op 
No 14 (File No 3*. 355 P 2d  397 (I960)

Only when all o f  th ese fnrtors are 
present does the property becom e su b ­
ject to the lien . Territory of Alaska v. 
Craig Enters. Inc.. Sup Ct Op No 14 
(File No 3*. 355 P.2d 397 ( 196(b

A person w ho lea ses h is property to 
another is ch argeab le  w ith know ing  
the lien provisions of AS 23 20.005 — 
23.20.150. Territory of Alasku v. Craig 
Enters., Inc., Sup. Ct. Op No. 14 (File No. 
3h 355 P2d 397 (I960)

And cannot com plain  if  h is property

rights are subordinated to state's lien.
II. in advance ol making the lease, the 

lessor knows that his property may he tuh 
jet ted tn I he lien of the state'* tax but 
enable* III* lessee to exercise dominion 
over the property arid use it in the conduct 
I l f  a business subject in I be incidence of the 
lax then be cannot I*- beard In complain if 
Ins propelty rights are subordinated in the 
•late * claim of lien Territory of Alaska * 
Craig Enter*, Iru , Sup Cl Op Nn 14 
(File No 3i, 355 I* 2d 397 I)9601 

l-estor should stipulate for 
prosp ective  or perm issible use o f prop­
erty. I’ructirully, this section suggest* 
that the lessor should ascertain for what 
purposes the property is to he used, and 
then make appropriate provisions in the 
lease u* to prospective or permissible use 
Territory of Aluska v Craig Enters . Inc . 
Sup Cl Op No 14 (File No 3i, 355 I* 2d 
397 119601 

And that em ploym ent security taxes 
will be paid. — Tills section also suggest* 
that the lessor secure assurance from hix 
lessee that employment security taxes - if 
the lessee is likely to !*• subject to them 
will Ik- paid when due Territory of Alaska 
v Craig Enters , In c , Sup Ct Op. No 14 
(File No 3(. 355 P2d 397 (I960) 

R ecorded m ortgage lien not 
su bord inate to unrecorded lien for 
unpaid em ploym ent security  
contribution s. — The provision of this 
section that filing of notice shall constitute 
constructive notice means thut a recorded 
mortgage hen would not he- subordinate to 
the unrecorded lien of the stute for unpaid 
employment security contributions Terri­
tory of Alaska v Craig E nters. Inc . Sup 
Ct Op No 14 i File No 3». 355 V  2d 397 
(I960 >.

Federal tax liens are entitled  tn 
priority over the liens o f  the E m ploy­
m ent S ecurity  C om m ission. Bentley v 
Kirlm, 169 F Supp 38 (D Alas 1958), 

A pplied in S. Birch 4  Sons Const. Co. v. 
Capehart, 192 F. Supp 330 <D Alas 
1961),

S ec . 23.20.205. N o tic e  o f  a s s e s s m e n t,  d is t r a in t ,  s e iz u re  n nd  
sa le , (a) If the  d ep a rtm en t finds th a t  a co n tribu tion  including in terest 
or penalty  on th e  con tribu tion  is d e lin q u en t, th e  d ep artm en t m ay issue 
a  notice of a ssessm en t specifying th e  am oun t due and m ay serve it on 
th e  d e lin q u en t em ployer. A peace officer o r an  au thorized  rep­
re sen ta tiv e  of th e  d ep a rtm en t m ay serve th e  notice personally  or the 
d ep a rtm en t m ay m ail th e  notice by certified  o r reg istered  m ail with 
re tu rn  receipt requested .
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<b> If the  notice is served by m ail th e  notice m ust be deposited in the 
post office, addressed  to th e  delm tiuen t em ployer nt the em ployer’s lust 
address o f record and the postage paid T he d a te  of service is considered 
to be th e  day  ol delivery  show n on th e  delivery  receipt. However, if it 
appears the  addressee is delib era te ly  avoiding service, then  the da te  of 
service is th e  day of m ailing

(c) If th e  am oun t assessed is not paid w ith in  30 days n ite r personal 
service or m ailing  of the  notice, th e  d ep a rtm en t may, subject to AS 
23.20 220, collect the  am ount sta ted  in th e  assessm ent by the  d is tra in t, 
seizure and sule of th e  property , goods, ch a tte ls  and effects of the 
de linquen t em ployer. Goods nnd p roperty  exem pt from execution under 
the  law s of th is  s ta te  a re  exem pt from d is tra in t and sale under th is 
section. i$ fi 15 ch 5 ESI,A 1955; am  $ 20 ch 1(59 SI.A 1957; am  § 23 ch 
9 SLA 19801

E ffect o f  am en d m en t* . - The 1980 
a m e n d m e n t s u b s t i tu te d  " lan t nddrvss of

record" for "last known address” 
first sentence of »ubsectlan (hi.

in the

S ec . 23.20.210. In v e n to ry  a n d  s a le .  <a» Upon m aking a d is tra in t, 
the d ep a rtm en t shall seize the  property  and m ake an inventory of it. 
The d ep a rtm en t shall m ail or personally  deliver a copy of th e  inventory 
to th e  ow ner of the  property, and sha ll specify th e  tim e and place when 
the  p roperty  is to be sold, Notice specifying the property to be sold and 
the  tim e and  place of sa le  shall be posted in ut least two public places 
in th e  recording d is tric t of the  jud ic ia l d is tric t where the  seizure is 
m ade. T he tim e of sa le  m ay not be less th an  20 nor more th an  30 days 
from the  d ate  o f posting the  notice. T he d epartm en t m ay adjourn the 
sal* from tim e to tim e but ad journm ent m ay not exceed 90 days in all. 
The lep artm en t or its  au thorized re p resen ta tiv e  shall conduct the sale. 
The property  m ay be sold by parcel or lot a t a public uuction. The 
d ep a rtm en t m ay set a  m inim um  price to include th e  expenses of 
m aking  the  levy and advertising  th e  sale, and  if the am ount bid for the 
property  a t  th e  sa le  is not equal to th e  m inim um  price fixed by the 
d ep a rtm en t, th e  d ep a rtm en t or its  rep resen ta tiv e  may declare the 
property  purchased  by th e  d ep a rtm en t for th e  m inim um  price. The 
dep a rtm en t shall credit the  d e lin q u en t account with the am ount 
received a t the  sa le  for the  property  a fte r defraying the  costs of 
d is tra in t, seizure and  sale. T he d ep a rtm en t n a y  sell the property 
acquired  by it a t  public or p riv a te  sale, and  sha ll deposit the am ount 
received in th e  unem ploym ent com pensation fund.

<b) Upon sale  of th e  property, th e  d ep artm en t shall issue a bill of sale 
or o deed to the  purchaser. The bill of sale  or th e  deed is prim a facie 
evidence o f th e  reg u la rity  of th e  proceedings of the departm ent in 
m ak in g  th e  sale. T he bill o f sa le  o r th e  deed tran sfe rs  to the  purchaser 
all r ig h t, title , and  in te re st of the  d e lin q u en t em ployer in the  property. 
T he d ep a rtm en t sha ll first apply  th e  proceeds of the  sale tow ard 
re im bursem en t of th e  ad m in is tra tio n  fund for the  costs of d is tra in t,
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seizure nnd sa le  nnd th e  ba lan ce  tow ard  satisfaction of th e  delinquen t 
account. T he d ep a rtm en t sh a ll re fu n d  the excess to the delinquent 
employer. 516 ch 5 ESLA 19551

Sec. 23.20.215. N o tice  a n d  o r d e r  to  w ith h o ld  a n d  d e liv e r , (a) 
The d ep artm en t m ay issue a no tice  and  order to w ithhold and deliver 
property of any  kind to a person o r u political subdivision or d ep a rt­
ment of the s ta te  w hen 11 • th e  d e p a rtm e n t has reason to believe th a t 
the person, political subd iv ision  or departm en t possesses property 
which is duo, owing, or the  p ro p e rty  of an o th er person; nnd (2) notice 
nnd order of assessm en t h as  been  served , a t  least 30 days before the 
issuance of th e  notice and o rd e r to  w ithhold und deliver.

(b) A peace officer or un au th o rized  rep resen ta tive  of th e  d epartm en t 
may serve th e  notice to w ithho ld  and  deliver. The person, political 
subdivision or d ep a rtm en t upon w hom  service is made ahull answ er the 
notice w ith in  10 days.

(c) If  the person, political subd iv ision  or departm ent possesses prop­
erty , cred its or m oney subject to th e  claim  of the departm en t, it shall 
deliver the  p roperty  to th e  d e p a r tm e n t im m ediately upon dem and. The 
departm ent shall hold th e  p ro p e rty  in tru s t  for application on the 
indebtedness involved or for re tu rn ,  w ithou t in terest, in accordance 
with final d e te rm in a tio n  of liab ility  or nonliability , or in the  a lte rn a ­
tive. th e re  sh a ll be fu rn ished  a  sufficient bond satisfactory  to the 
departm ent conditioned upon final determ ina tion  of liability .

(d) If  a  person fails to an sw e r th e  order to w ithhold and deliver 
w ithin the tim e prescribed, th e  su p e rio r  court in the  jud icial d istric t in 
which the  order is served m ay e n te r  a ju d g m en t by defau lt ag a in s t the 
person for th e  full am o u n t c laim ed  by the  d epartm en t in the  notice to 
w ithhold and  deliver, to g e th e r w ith  costs. i§ 516.1 ch 5 ESLA 1955, 
added by § 21 ch 169 SLA 1957)

Sec. 23.20.220. P e t i t io n  fo r  h e a r in g  a n d  s u m m a ry  ju d g m e n t,
(a) W hen a notice of assessm en t is  delivered or m ailed to a delinquent 
em ployer, the  em ployer m ay w ith in  30 days file a petition  in w riting  
with the  d ep a rtm en t, s ta tin g  th a t  th e  assessm ent is u n ju st or incorrect 
and requesting  a  h earing  on it. T h e  petition  shall se t ou t the  reasons 
the assessm en t is objected to an d  th e  am o u n t of con tribu tions which 
the em ployer ad m its  is due a n d  m ust be accom panied by a bond or 
deposit of o th e r secu rity  in th e  am o u n t of the  assessm ent to insure 
collection. T he d ep a rtm en t m ay w aive th e  security  requ irem en t if  the 
em ployer su b m its  proof of solvency or reasonable assurance, as  p re­
scribed by regu la tions, th a t  th e  con tribu tions, in te re st and penalties 
due a re  r.ot in  jeopardy. If  no p e titio n  is filed w ith in  th e  tim e p re­
scribed, or if  th e  em ployer fa ils  to  provide th e  requ ired  security , the 
assessm ent is p rim a facie correct. H ow ever, th e  d ep a rtm en t m ay e n te r­
ta in  a subsequen t applica tion  for refund, and , if  denied a refund, a 
hearing  on th e  application in  accordance w ith  AS 23.20.225.
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