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FISCAL NOTE

STATIC O F  A  I. A S K  A Fiscal Noto Number: 1
2001 L E G IS L A T IV E  SESSION Bill Version: HB 58

(H) Publish Dale: 1/16/01

Revision Dale/Tiine (Note if correction): Dopt. Affected: Labor
Title: "An Act relating to the calculation and

payment of unemployment compensation...”
BRU: Employment Security

Sponsor: Rules Comm ittoe Component Unemployment Ins
Requestor: G ove rno r Component Number: 2276

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflotoo un'ess otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Persona! Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES | | I I
ICHANGE IN REVENUES ( ) I I I  I I
FUND SOURCE (Thousands of Dollars)
1002 Fcdorai Receipts
1003 GF Match
100-1 GF
1005 GF/Program Receipts
1037 GF/.Mcntal Health
New// Bldq Sa'oly Acct

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2001) cost: None
POSITIONS
Fuli-tlmo
Part-tirno
Temporary
ANALYSIS: lAttich a soeorAto cj<jo ifnocossAr/)

This togiitot.on in c reases tho m aximum  unemployment com ponsat on wco'xty benefit am ount (W U A ) from  0 3  lo  S78-S 0 0  and 
in c 'cn ic s  Ino qualify ing w ages in the enisling statutory table There is no fiscal Impact to tne departm ent a s  a  resu lt o ' this 
legislation

P re p a re d  by 
D iv is io n
A p p ro v o d  b y  
A g en c y

»*<• i'OeoaOk/«i

R e b e c c a  G a m o x , D i r e c t o r Phor j  465-2711
Employment Security O flte /T im o  1 /1 0 /0 1  1 0 :3 8  AM
E d  F la n a g a n .  C o m m is s i o n e r D a le  1 / 1 0 /2 0 0 1
D e p a r tm e n t  o f  L a b o r  a n d  W o rV fo r c e  D e v e lo p m e n t____________

F o r distfibul on in form ation, ca ll tho Governor's Leois'a live O'Tic*
Pago . .1 o l  1_.
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FISCAL N O TE

S TA TE  O F  A L A S K A Fiscal Ncte Number 3
2001 L E G IS L A T IV E  SESSION Bill Version:

(H) Publish Date:
CSHB 58(L&C) 
4/10/01

Revision Date/Time (Note if correction): (Cor. 3/16/01) Dept. Affected: Various
Title: "An A r  relating to the calculation and payment BRU: Vanous
of tinemclovmei.t compensation benefits...* Component Vanous
Sponsor: Rules Committee
Requester: (H)L&C Component Number:

Expenditures/Revenue* (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 95.6 257.4 323.7 325.0 325.0 325.0
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants 4 Claims
Miscellaneous

TOTAL OPERATING 95.6 257.4 323.7 325.0 325.0 325.0
CAPITAL EXPENDITURES I
CHANGE IN REVENUES ( ) 1 1 ! 1
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Mate!*
1004 GF
1C05 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type) vanous 95.6 257.4 323.7 325.0 325.0 325.0

TOTAL 95.6 257.4 323.7 325.0 325.0 325.0

Eetimate o f any current year (FY2001) coet: 0.0
Check this box (X) If funding for this bill ie Included in the Governor's FY 2002 budget propotal: X

POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: fArtac/i a separate pepe if necessary;
Thu legislation has a fWcal Imped on tha employer Charge percentage charged all elate ngonoes using the working reserves (or 
unemployment neurenoe The Fund Source is t l  funding sources that include Personal Servost The costs are based on a 3- 
year everege annual usage (13.932.804 for FY 98 through FY 00)
The Alaska Department of Labor conducted an analysis of affected claimants to determine the estimates reflected above Their 
analysis is attached The methodology haa been provided lo the University ci  Alaska lor their use in prepanng a fiscal note on gv« 
proposed legislation

Prepared by: Kim Gamoro Phono 465-3435
Division Fmanco Dolo/Time 03/20/01
Approved by Jim Duncan. Commissioner Dato 3/22/01
Agency Department of Administration__________________________

For distribution in.ormaOcn, carl the Governor's L e o  t ie  live Office
im> xrt/ioo« ouei PflQO__1__of __3_

C O M M I T T E E  C O P Y



B il l  A n a lys is , Background fo r  Revised F iscal N o te  .1/20/01.

Dept of Administration’s Fiscal Note
The original fiscal note for HB 58 was prepared by Dept, o f Administration with the following estimates:

FY 2002 $295 (Thousands)
FY 2003 $590
FY 2004 $590
FY 2005 $590
FY 2006 $590
FY 2007 $590

The estimate o f increased cost o f HB 58 was based on the value o f a working reserve fund for reimbursable 
state UI costs during the last three fiscal years. The reserves covered State Agencies, Courts, and 
Legislative Agencies, but not the University. The first pan o f the legislation raises the Maximum Weekly 
Benefit Amount (MWBA) from S248 to $284, which calculates lo an increase o f 15 percent. The fiscal 
note was prepared with an assumed 15 percent cost increase. In the note cost for the firs; year. FY2002, 
assumed 155* for half the year, since the new WBA would be in efTect for only 6 months o f the state fiscal 
year. The 15V« for each full year after was then applied for FY 2003 - 2007.

Some basic facts about HB 58 are that the Maximum WBA would rise from the current $248 to $284 
during the calendar year 2002. In the following calendar year ,2003, the MWBA would be determined by a 
formula based on the prevailing state average wage. Current data indicate that the resulting WBA would be 
set at approximately $320.

The cost increase for state FY 2002 would include the increase for one-half o f calendar year 2002, in which 
a MWBA o f $284 would be in place. The cost for state FY 2003 would include the increase for the second 
half o f CY 2002, with a MWBA o f $284, PLUS the increase for the first half o f CY 2003, in which a 
MWBA o f roughly S320 would be in place The following state fiscal years, starring with FY 2004 would 
be impacted by the increases associated with the MWBA o f roughly $320.

The actual costs o f the proposed legislation w ill be determined by the payment o f benefits under the new 
benefit schedule, to qualified unemployed state employees Wc know that most o f the ci 'Teni state 
employee benefit recipients arc not receiving the maximum benefit amount, and w ill not qual.ry for the 
new proposed maximum WBA’s.

The fiscal note assumption of a 15% increase in cost, based on a 15% increase MWBA. is a conservative 
approach, but probably overstates the cost for the first year or two. The preparation o f the fiscal note did 
not seem to take into account the second change in MWBA. from $284 to roughly $320, another 13 percent 
increase. Thc'-c two factors together have a somewhat self-canceling effect, and the resulting estimates in 
the later fiscal years are not unreasonable.

Dept, of Libor St WD, R&A’s estimates
A. RdkA's Initial estimates Include costs beyond those covrrcd by the Fiscal Note

To generate its taxable employer cost estimates for HB 58. research and analysis used a special claimant 
file which stratifies claim payment activity by the qualifying wages o f claimants Wc have used CY 1998 
as a representative year. The costs for 1998 were Iowct than 1999. and a bit higher than 2000, and are a 
reasonable representative oft..* current economy. In looking at state o f Alaska reimbursable costs for the 
fiscal note, wc followed the sam- approach, lim iting our data to claimants with a state "ownership" code 
Unlike the Department of Admin stration fiscal note, our origins! estimate included the University o f
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•  •

Alaska, The Alaska Railroad, Etc. Running the state claimant data through our model gave us the following 
rough results:
The annual cost increase resulting from a new Max WBA o f S284 would be approximately S 293,000.
The annual cost increase resulting from a new Max WBA o f S320 would be approximately S 498,000.

The claimants covered in the state data include every state entity, including the university, railroad, 
legislative branch, courts, etc. These estimates, therefore, cover a larger group than the DOA was 
considering in its fiscal note, Using these inclusive numbers we generated the follow ing FY estimates, 
calculating the FY costs according to the effective WBA in place (sec paragraph 4 above): FY 02 - 
$147,000, FY 03 - $396,000, FY 04 - S498.000. FY 05 to 07 - $500,000.

B . R & A  a d ju s t s  Its  e s t im a te s  to  c o n fo i  m  to  th e  s a m e  p a r a m e t e r s  o f  c o v e r a g e  in  t h e  f i s c a l n o te  
d e v e lo p e d  b y  th e  D e p a r tm e n t  o f  A d m in is t r a t io n

When we examine the reported amount o f state total reimbursable costs, for the same group covered by the 
DOA's fiscal note, dunng the last three fiscal years (source ETA 2112 report), the average figure is S 3.9 
million. These costs were predominantly State Administration, with minor costs for academic, fee agents, 
and elections.

When wc estimated the total cost o f benefits paid to all “ state" claimants (the "larger" group), in our special 
claimant file, we came up with a figure o f $ 6.3 Million,

Using the two estimates, wc calculated the ratio between the two data sets as approximately 65%. We then 
applied a 0.65 factor to the raw F Y figures above to get the following estimates:

FY 2002 S 095,550
F :oo3 s 257,400
F 2004 s 323,700
F r 2005 $ 325,000
FY 2006 s 325,000
FY 2007 s 325,000

Looking at the various data sources, all aeated for different purposes, was a classic attempt to compare 
apples and oranges and get a simple definitive result. The cost figures we have created are as much a 
product of measured logic as they are ofaccounting and forecasting, which in the end is how most 
estimates arc generated

James Wilson 
Asst. Ul Actuary
Alaska Dept, o f Labor and Workforce Development 
465 4520
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FISCAL N O TE

STATE O F ALASKA
2001 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction):_________________
Title: Ail Act relating to ttie calculation and payment

of unemployment compensation 
benefits; and providing an effective 
date

Sponsor
R equoste r

Ruler. Committee
Governor

Dept. Affected: 
‘ BRU:

F isca l N ote  N u m b e r
B ill V ers ion ;
(H) P ub lish  Dat.

Component; 

Component Number

C S H B  5 8 (L 4 C )
an own

University of Alaska
various

vanous

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITUF .S FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

15.8 46.5 61.3 63.4 65.3 67.2

TOTAL OPERATING 15.8 46.5 61.3 63.4 65.3 67.2
ICAPITAL EXPENDITURES | I I I I I I
CHANGE IN REVENUES ( ) i I I I ! |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type) 15.8 46.5 61.3 63.4 65.3 67.2

TOTAL 15.8 46.5 61.3 63.4 65.3 67.2

Estimate o f any currant year (FY2001) cost: 
POSITIONS

0.0

Full-time
Part-time
Temporary
ANALYSIS: (Attach • separate peg# If nacasse/y)
Thia legation haa a fiacal impact on the #mptoy#r eharg# percentage and thus the amount the U rw a r jr ty  of Alaska pay* lor 
unemployment Inauranca. Tha Fund Soiree ha all funomg sources that mdud# Personal Services The coats are based on • 3- 
yaar average annual usage (1640,000 FYM thru FY01)
Tha University ol Alaska used Via estimates and methodology suppkad by tha Alaska Oepartmanl of Labor Imm thee analysis of 
•fleeted claimants to prepare this fiscal note on tha proposed legislation

Prepared by; 
Division
Approved by: 
Agency

(K̂ vitnoaaoua)

P a t  P itn e y P h o n o  4 7 4 - 5 6 8 9
U n iv e rs ity  o l  A la s k a Data/Time 4/3/01 VOO PM 

Dato

For dwtrOution nlarmeticn. can tha Governor's Legislative Office
P a g o  1 o f  1__

C O M M I T T E E  C O P Y



C S H B  5 8 ( L & C )  

P r o p o s e d  A m e n d m e n t

A m e n d m e n t  N o . ______________

B y ______________________

C S H B  5 8 ( L & C )  is  a m e n d e d  b y :

P a g e  5  L i n e  2 3 ,  D e le t e  S e c . 2  

P a g e  1 0  L i n e  6 ,  D e le t e  S e c .  3 

P a g e  1 5  L i n e  2 ,  D e le t e  S e c  5  

P a g e  1 5  L i n e  3 ,  D e le t e  S e c  6  

R e n u m b e r  s e c t io n s  a n d  p a g e s



H B 5 8  -  C o m m i t t e e  S u b s t i t u t e

M r .  C h a i rm a n  a n d  m e m b e r s  o f  t h e  H o u s e  F in a n c e  C o m m i t t e e  -

fu

T h e  l e g i s l a t i o n  b e f o r e  y o u  r e la t e s  t o  th e  e f f e c t i v e n e s s  o f  A l a s k a ’ s  

U n e m p lo y m e n t  In s u r a n c e  p r o g r a m .  A s  y o u  m a y  b e  a w a r e ,  th e  n a t i o n a l  

U n e m p lo y m e n t  In s u r a n c e  s y s t e m  w a s  o r i g i n a l l y  c r e a t e d  in  1 9 3 5  a s  o n e  o f  

th e  p r o g r a m s  fb s t e n * £ £ ^  th e  S o c i a l  S e c u r i t y  A c t .  C o n g r e s s  c h o s e  a t  t h a t  

t im e  t o  c r e a t e  a  n a t i o n a l  s y s t e m  f o r  c o m p e n s a t i o n  o f  u n e m p lo y e d  w o r k e r s  

c o m p o s e d  o f  p r o g r a m s  a d m in is t e r e d  b y  e a c h  s ta te  a n d  t e r r i t o r y  w i t h  b r o a d  

f e d e r a l  o v e r s ig h t .  T h e  d e c i s io n  w a s  m a d e  t o  c r e a t e  th is  s y s t e m  o n  a n
CUrL,

in s u r a n c e  m o d e l ,  r a t h e r  th a n  a s  a  s t r a ig h t f o r w a r d e n t i t l e m e n t  p r o g r a m .

T h i s  in s u r a n c e  m o d e l h a s  w o r k e d  w e l l  f o r  o v e r  s i x t y - f i v e  y e a r s .  A s  w i th  a n y

in s u r a n c e  p r o g r a m ,  th e  o b je c t  i s  t o  u n d e rw r i t e  a n  i d e n t i f i e d  p o t e n t i a l  lo s s

in c u r r e d  b y  a  s m a l l  p e rc e n ta g e  o f  th e  i n s u r e d  t h r o u g h  a c c u m u la t i o n  o f  fu n d s

c o l le c t e d  f r o m  th e  g r o u p  a s  a  w h o le .  T h e  l o s s  in s u r e d  b y  t h is  p r o g r a m  is  th e

lo s s  o f  w a g e s  b y  u n e m p lo y e d  w o r k e r s .  T h e  “ p r e m iu m s ”  r e q u i r e d  t o  c o v e r  
X K g ,  C J J L

^  v»  th is  p o t e n t i a l  lo s s  a r e , i n - t n o s f  s t a te d /p a id  s o l e l y  b y  th e  e m p lo y e r , a l t h o u g h  i n ^

A la a k a - t h t r c o S T  Is  s h a re d  b e tw e e n  th e  e m p l o y e r  a n d  th e  w o r k e r^  A la s k a n  

e m p lo y e r s  c a r r y  8 0 %  o f  th e  d i r e c t  c o s t s  a n d  th e  w o r k e r s  p a y  2 0 %  o f  th e s e  

y J ' c o s t s  t h r o u g h  p a y r o l l  t a x e s .

W i t h  a n y  p r o g r a m  th a t  c o m p e n s a t e s  i n d i v i d u a ls  w h i le  t h e y  a r e  n o t  w o r k i n g ,  

th e re  h a s  a lw a y s  b e e n  a  c o n c e rn  th a t  th e  g o a l  o f  p r o v i d i n g  t e m p o r a r y ,  p a r t i a l  

w a g e  r e p la c e m e n t  n o t  i n a d v e r t e n t ly  p r o v i d e  a  d i s i n c e n t iv e  t o  r e t u r n i n g  t o  

w o r k .  I n  s t r i v i n g  t o  p r o v id e  s u f f i c i e n t  t e m p o r a r y  in c o m e  t o  e n a b le  th e



w o r k e r  t ^ ^ b r id g e  t j ^ | a g ’^ e i ^ e ^ r ^ o b s ^ w ^ i l e  m e e t in g  n o n - d e f e r r a b le  

e x p e n s e s ^ a  t a rg e t  o f  5 0 %  w a g e  r e p la c e m e n t  h a s  b e e n  u s e d  m o s t  f r e q u e n t ly .

A c c o r d i n g  t o  f i g u r e s  p r o v id e d  b y  th e  U S  D e p a r tm e n t  o f  L a b o r ,  A l a s k a  r a n k s  

n o t  o n l y  b e lo w  a l l  o t h e r  s t a te s  in  th e  a d e q u a c y  o f  w a g e  r e p la c e m e n t  

p i o v i d e d  b y  i t s  U n e m p lo y m e n t  In s u r a n c e  p r o g r a m ,  b u t  a ls o  b e lo w  th e  

D i s t r i c t  o f  C o l  u m b ia  a n d  P u e r t o  R i c o .

B e n e f i t  a m o u n t s  a r e  b a s e d  o n  th e  a m o u n t  o f  w a g e s  a  w o r k e r  e a r n s  d u r i n g  a  

p r e s c r ib e d  “ b a s e  p e r i o d ” . W o r k e r s  w i t h  h ig h e r  e a r n in g s ,  w h o s e  l o s s  o f  w o r k  

h a s  a  h ig h e r  f in a n c ia l  im p a c t ,  g e n e r a l l y  r e c e i v e  a  h i g h e r  w e e k ly  b e n e f i t  

a m o u n t .

U n d e r  o u r  c u r r e n t  s ta tu te , th e  m a x im u m  b e n e f i t  a m o u n t  th a t  c a n  b e  p a id  t o  

w o r k e r s  w h o  h a v e  e a rn e d  o v e r  $ 2 6 , 7 5 0  is  $ 2 4 8  a  w e e k ,  r e g a r d le s s  o f  

w h e t h e r  th e  a m o u n t  w a j'c s  th e  w o r k e r  l o s t  w a s  $ 2 6 , 7 5 0  o r  $ 5 0 , 0 0 0  a  y e a r .  

T h e  m a x im u m  a m o u n t  c u r r e n t ly  r e p r e s e n t s  a p p r o x im a t e ly  3 8 %  o f  th e  

a v e r a g e  w e e k ly  w a g e  in  th e  s t a te .

T h e  p r o p o s e d  le g i s la t i o n  s e e k s  t o  r a is e  th e  m a x im u m  w e e k ly  b e n e f i t  a m o u n t  

in  A la s k a  in  t h r e e  s te p s  t o  r n  a m o u n t  r o u g h ly  e q u a l t o  o n e  h a l f  o f  th e  c u r r e n t  

a v e r a g e  w e e k ly  w a g e  in  th e  s t a t e , $ 3 2 0 .  T h e  f i r s t  i n c r e a s e ,  t o  b e  e f f e c t i v e  

J a n u a r y  1 , 2 0 0 2  w o u ld  r a is e  th e  a m o u n t  t o  $ 2 7 2 .  A  s e c o n d  i n c r e s t ,  t o  b e  

e f f e c t i v e  J a n u a r y  1 , 2 0 0 3  w o u ld  r a i s e  th e  a m o u n t  t o  $ 2 9 6  w i th  th e  t h i r d  

in c r e m e n t  e f f e c t i v e  J a n u a r y  1 , 2 0 0 3 .



C le a r l y ,  t h e r e  is  a  c o s t  a s s o c ia t e d  w i t h  in c r e a s in g  th e  w a g e  r e p la c e m e n t  f o r  

A la s k a ' s  w o r k e r s .  T h e  g o a l  o f  c lo s i n g  th e  g a p  b e tw e e n  o u r  c u r r e n t  m a x im u m  

b e n e f i t  a m o u n t  a n d  th e  t a rg e t  o f  5 0 %  o f  th e  c u r r e n t  a v e r a g e  w e e k ly  w a g e  i s  

th e  la r g e s t  f i n a n c i a l  h u r d le .  T h e  t o t a l  a d d i t i o n a l  c o s t  t o  th e  f u n d  is  

a n t ic ip a t e d  t o  b e  a p p r o x im a t e ly  $ 1 0  m i l l i o n .  T h i s  w i l l  r e s u l t  in  a n  in c r e a s e  in
.. CH&C '̂iX. -/COV*.

t a x e s  t o  th e  a v e r a g e  e m p lo y e r  o f  9 . 6 % .  H o w e v e r ,  a s  th e  c o s t s  u s e d  a s  th e  

f o u n d a t i o n  o f  d e t e rm in in g  t a x  r a t e s  a r e  d e r i v e d  f r o m  th e  a v e r a g e  o f  th e  

b e n e f i t  o u t la y s  f r o m  th e  p r e v i o u s  t h r e e  s ta te  f i s c a l  y e a r s ,  th e  in c r e a s e  

r e s u l t i n g  f r o m  th is  le g i s la t i o n  w i l l  n o t  im p a c t  t a x e s  u n t i l  2 0 0 3 .  T h e  in c r e a s e s  

w i l l  b e  p h a s e d  in  d u r i n g  th e  f o l l o w i n g  y e a r s ,  w i t h  th e  f u l l  im p a c t  b e in g  

in c lu d e d  in  th e  t a x  c a lc u la t i o n s  f o r  2 0 0 8 .

I  a p p re c ia t e  y o u r  c o n s id e r a t i o n  o f  t h is  le g i s la t i o n  a n d  r e m a in  a v a i la b le  t o  

a n s w e r  a n y  q u e s t io n s  y o u  m a y  h a v e .
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♦ S T A T E *
C H A M B E R
OF CO MM E he  I:

A L A S K A  S T A T E  C H A M B E R  O F  C O M M E R C E

Position  S ta te m e n t

C S H B  58 ( L A C )  - U n e m p lo y m e n t  C o m p e n s a t io n  Benefits

CSHB 58 (L& C) proposes to increase the m axim um  w eekly  benefit am ount (M W B A ) for 
unem ploym ent com pensation bv 29%  above the presenl level. A la sk a ’s em ployers would pay  
the cost o f  the increase, which is S10 m illion. T he  Alaska State C ham ber  o f  C om m erce  believes 
this increase to be exorbitant.

Under CSH B  58, the increase would  occur in three increments: from the current S248 per w eek 
to S272 in 2002; to S290 in 2003; and to S320 in 2004. Alaska is one o f  12 sta tes that also 
provide a supplem ental weekly benefit o f  S24 per dependent, up to 3 dependents, or S72. 
Therefore, the m axim um  weekly benefit am ount u n d e rc u rre n t  law  ranges betw een S248-S320.

The stated goal o f  the Alaska Department o f  Labor is to have the M W B A  be 50%  o f  A laska’s 
average weekly  wage, which they say is S640. U nder current law, the M W B A  ranges betw een 
S248 and S320, or between 39%  and 50%  o f  the average weekly  wage. W ith the proposed 
increase, the M W B A  would range between 50%  and 61%  o f  the average w eekly  wage.

Alaska State C ham ber  o f  Com m erce  m em bers responding to a su rvey  on HB 58 said the 
following:

60%  wanted no increase in the M W B A
12% supported an increase in the M W B \  to S284 (proposed in the original bill)
2%  supported an increase in the M W B A  to S320
26 %  said the increase should be less than either o f  the these amounts

8 6 %  o f  the  r e sp o n d e n ts  op posed  th e  inc reases  p ro p o s e d  In H B  58.

Recognizing that the last increase in the M W BA  occurred 4ycars  ago  and that som e increase in 
the M W B A  m ay be appropriate, the Alaska State C ham ber  is w illing to support the increase to 
S272 proposed in Section 1 o f  C SH B  58 (L&C). This is an increase o f  10% and  sets the M W B A  
in i range o f  between S272-S344, or between 43%  and 54%  o f  the average w eek ly  wage.

W c arc opposed to the further increases proposed in Sections 2 and 3 o f  the bill.



FISCAL NOTE

STA  TIC O F  A L A S K A Fiscal Noto Number: 1
2001 L E G IS L A T IV E  SESSION Bill Version: HB 58

(H) Publish Date: 1/16/01

Revision Date/Timo (Nolc if correction): Dept. Affected: Labor
Title: "An Act relating to tho calculation and

paymont of unemployment compensation..."
BRU: Employment Socurity

Sponsor: Rules Comm ittee Component: Unemployment Ins
Requestor: G overno r Component Number: 2276

Expondlturos/Revonues (Thousands of Dollars)
Note: Amounts do not Include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipmont
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 1 1
CHANGE IN REVENUES ( ) i
FUND SOURCE (Thousands of Dollars)
10C2 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
103/ GF/Montal Health
New// Bldg Safely Acct

TOTAL L 0-0 0.0 0.0 0.0 0.0 0.0

Estimalo of any current yoar (FY2001) cost: None
POSITIONS
Fulltime
Part-time
Tomporary
ANALYSIS: /Attach a sooomto pano ilrocossnr/)

1 h's Inglstotion increase* the maximum unemployment compcns.il on wco'sly benefit omouni (WUA) from S248 00 to S284 00 anrl 
inc'c.'ioi Uto qu.Vifying wages in the existing statutory lablo. There is no fiscal Impact to tho department as a result of this
legislation

P fc p .n ro d  by  
D iv is io n
A p p ro v od  by
A g on c y

!»/. ••ttoccunj

R o b e c c a  G a m o / .  D i r e c t o r Phono 465-2711
E m p lo y m e n t  S o c u n t y Dato/Timo 1/10/01 10:38 AM

J d  F la n a r ja n ,  C o m m is s i o n e r Date 1/10/2001
D e p a r tm e n t  o f  l a b o r  a n d  W o rV fo r c s  D e v e lo p m e n t____________

Fo r du thbu l on tn/onrwUon. ca ll lhe Governor's Lon ls uli.e OTice
P a g o ^  . 1  o l  1 . _

C O M M I T T E E  C O P Y
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F I S C A L  N O T E

S T A T E  O F  A L A S K A  Fiscal Nc te Number 3
2001 L E G IS L A T IV E  SESSION Bill Version:

(H) Publish Date:
CSHB 58/L&C) 
4/10/01

Revision Date/Time (Note if correction): (Cor. 3/16/01) Dept. Affected: Various
Title: "An Act relating to tho calculation and payment BRU: Various
of unemployment compensation benefits...' Component: Various
Sponsor Rules Committee
Requester: (H)L&C Component Number:

Expenditures/Kevenues (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 95.6 257.4 323.7 325.0 325.0 325.0
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 95.6 257.4 323.7 325.0 325.0 325.0
CAPITAL EXPENDITURES 1 i 1 1 I I
CHANGE IN REVENUES ( ) I . . . . . . . I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Hoalth
Other (Specify Type) various 95.6 257.4 323.7 325.0 325.0 325.0

TOTAL 95.6 257.4 323.7 325.0 325.0 325.0

Estimate of any current year (FY2001) cost: 0.0
Check this box (X) If funding fo r this bill is includsd in the Governor's FY 2002 budget proposal: X

POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separata page If nacaua/Y)
This legislation has a fiscal impact on the employer charge percentage cfiarged all slate agencies using the working reserves lor 
une ploymenl insurance. The Fund Source Is all funding sources that include Personal Services. The costs are based on a 3- 
year average annual usage ($3,932,804 for FY 98 through FY 00).
The Alaska Deportment of Labor conducted an analysis of affected claimants lo determine Ihe estimates reflected above Their 
analysis is attached The methodology has been provided to the University of Alaska lor tlieir use in pre laring a fiscal note on this 
proposed legislation.

Prepared by; Kim Ganiero Phono 465-3435
Division Financo Doto/Timo 33/20/01
Approved by: Jim Duncan, Commissioner Dato 3/22/01
Agency Department of Administration

For dislnbubon information, call the Governor'* Legislative Office
l*»» jnrvooi ouei P o g o ___1___o f  ___3 __

C O M M I T T E E  C O P Y



Bill Analysis, Background for Revised Fiscal Note 3/20/01.

Dept, or Administration’s Fiscal Note
The original fiscal note for HB 58 was prepared by Dept, o f Administration with the following estimates:

FY 2002 S295 (Thousands)
FY 2003 S590
FY 2004 S590
FY 2005 $590
FY 2006 $590
FY 2007 $590

The estimate o f increased cost o f HB 58 was based on the value o f a working reserve fund for reimbursable 
state UI costs during the last three fiscal years. The reserves covered State Agencies, Courts, and 
Legislative Agencies, but not the University. The first part o f the legislation raises the Maximum Weekly 
Benefit Amount (MWBA) from S248 to S284, which calculates to an increase o f 15 percent. The fiscal 
note was prepared with an assumed 15 percent cost increase. In the note cost for the first year, FY2002, 
assumed 15% for half the year, since the new WBA would be in effect for only 6 months o f the state fiscal 
year. The 15% for each full year after was then applied for FY 2003 -  2007.
Some basic facts about HB 58 are that the Maximum WBA would rise from the current S248 to S284 
during the calendar year 2002. In the following calendar year ,2003, the MWBA would be determined by a 
formula based on the prevailing state average wage. Current data indicate that the resulting WBA would be 
set at approximately S320.

The cost increase for state FY 2002 would include the increase for one-half o f calendar year 2002, in which 
a MWBA o f S284 would be in place. The cost for state FY 2003 would include the increase for the second 
half o fC Y  2002, with a MWBA o f $284, PLUS the increase for the first half o fC Y  2003, in which a 
MWBA o f roughly S320 would be in place. The following stat- r scal years, starting with FY 2004 would 
be impacted by the increases associated with the MWBA o f roughly S320.

The actual costs o f the proposed legislation will be determined by the payment o f benefits under the new 
oi nefit schedule, to qualified unemployed state employees. We know that most o f the current state 
employee benefit recipients are not receiving the maximum benefit amount, and will not qualify for the 
new proposed maximum WBA’s.

The fiscal note assumption o f a 15% increase in cost, based on a 15% increase MWBA, is a conservative 
approach, but probably overstates the cost for the first year or two. The preparation o f the fiscal note did 
not seem to take into account the second hange in MWBA. from S284 to roughly S320, another 13 percent 
increase. These two factors together have a somewhat self-canceling effect, and the resulting estimates in 
the later fiscal years arc no' unreasonable.

Dept, of L ibor &  WD, R & A ’s e s tim a tes

A . R & A ’ s In i t i a l e s t im a te s  In c lu d e  c o s ts  b e y o n d  th o s e  c o v e r e d  b y  th e  F is c a l N o te

To generate its taxable employer cost estimates for HB 58, research and analysis used a special claimant 
file which stratifies claim payment activity by the qualifying wages o f claimants Wc have used CY 1998 
ns a representative year. The costs for 1998 were lower than 1999, and a bit higher than 2000, and arc a 
reasonable representative o f our current economy. In looking at state o f Alaska reimbursable costs for the 
fiscul note, wc followed the same approach, limiting our data to claimants with a slate “ ownership" code. 
Unlike the Department o f Administration fiscal note, our onginal estimate included the University o f

Page 2 o f?
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Alaska, The Alaska Railroad, Etc. Running the state claimant data through our model gave us the following 
rough results:
The annual cost increase resulting from a new Max WBA ofS284 would be approximately S 293,000.
The annual cost increase resulting from a new Max WBA ofS320 would be approximately S 498,000.

The claimants covered in the state data include every state entity, including the university, railroad, 
legislative branch, courts, etc. These estimates, therefore, cover a larger group than the DOA was 
considering in its fiscal note. Using these inclusive numbers we generated the following FY estimates, 
calculating the FY costs according to the effective WBA in place (sec paragraph 4 above): FY 02 - 
S I47,000, FY 03 * 5396,000, FY 04 - S498.000, FY 05 to 07 - S500.000.

B . R & A  a d ju s t s  its  e s t im a te s  to  c o n fo rm  to  th e  s a m e  p a r a m e te r s  o f  c o v e r a g e  In  th e  f i s c a l n o te  
d e v e lo p e d  by th e  D e p a r tm e n t  o f  A d m in is t r a t io n

When we examine the reported amount o f state total reimbursable costs, for the same group covered by the 
DOA’s fiscal note, during the last three fiscal years (source ETA 2112 report), the average figure is S 3.9 
million. These costs were predominantly State Administration, with minor costs for academic, fee agents, 
and elections.
When we estimated the total cost o f benefits paid to all “ state" claimants (the “ larger" group), in our special 
claimant file, wc came up with a figure o f S 6.3 Million.

Using the two estimates, wc calculated the ratio between the two data sets as approximately 65%. We then 
applied a 0.65 factor to the raw FY figures above to get the following estimates:

FY 2002 S 095,550
FY 2003 5 257,400
FY 2004 S 323,700
FY 2005 S 325,000
FY 2006 5 325,000
FY 2007 $ 325,000

Looking at the various data sources, al! created for different purposes, was a classic attempt to compare 
apples and oranges and get a simple definitive result. The cost figures we have created arc as much a 
product o f measured logic as they arc o f a.ccunting and forecasting, which in the end is how most 
estimates are generated

James Wilson 
Asst. U! Actuary
Alaska Dept, o f Labor and Workforce Development 
465 4520
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F I S C A L  N O T E

STATE O F  ALASKA
2001 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction):_________________
Title: An Act relating to the calculation and payment

of unemployment compensation 
benefits; and providing an effective 
date

Sponsor
Requester

Rules Committee
Governor

Fiscal Note Number. 
Bill Version:
(H) Publish Dat.

Dept. Affected: 
'BRU:

Component: 

Component Number:

C S H B  5 8 (L 4C )
4/10/01

University of Alaska 
various

vanous

Expendltures/Ravenua* (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noteo below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

15.8 46.5 61.3 63.4 65.3 67.2

TOTAL OPERATING 15.8 46.5 61.3 63.4 65.3 67.2

IC A P IT A L  E X P E N D IT U R E S

C H A N G E  IN  R E V E N U E S  ( ) [
F U N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Heal‘h 
Other (Specify Type) 15.8 46.5 61.3 63.4 65.3 67.2

TOTAL 15.8 46.5 61.3 63.4 65.3 67.2

Estimate of any current year (FY2001) cost* 
POSITIONS

0 0

Full-time
Part-time
Temporary
ANALYSIS: (Attach a Mparaf* pege t necessary)
This legislation has s fiscal Impact on tbs employer charge percentage and thus the amount the Unh jrsity of Alaska pays for 
unemployment insurance. Tne Fund Source It all funding sources that Include Personal Services The costs are based on a 3- 
yaar average annual usage (1640,000 FY99 thru FY01).
The Urwenity of Alaska used the estimates and methodology supplied by the Alaska Department of Labor from the* analysis cf 
rfacted dements to prepare this fiscal nols on tha proposed legislation

P re p a re s . b y : P a t  P itn a y ___________
D iv is ion  U n iv e rs ity  o f  A la s k a
A p p ro v ed  b y : ________________________
A g en cy  ________________________

For distnbubon rSormeOon, can tha Governor's Laglslatrva Office
uoooo»«) Pago  1__of __ 1

P h o n e  4 7 4 - 5 8 8 9  
D a te /T im e  4 /3 /0 1  1 0 0  PM

D a le

C O M M I T T E E  C O P Y




