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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 Nolo Number: ___________________
2008 L E G IS L A T IV E  S E S S IO N  Bill Version: CSSBUO (FIN )

() Publish Date: ___________________
Identifier (file name): SB120CS(FIN)-DOA-DOF-3-31-08 Dept. Affected;_____
Title  "An Act relating lo disclosure of information and_________ RDU ______
_______________ Ihe calculation and  payment of unemployment benefits.. _________Component ______
Sponsor  Senate  Labor & Commerce Committee_____________  ______
Requester _______________ by the Senate  Financo Committee_______________ Component Number

E x p e n d i tu re s /R e v e n u e s _________________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

282.5 565.0 565.0 565.0 565.0 565.0

TOTAL OPERATING 0.0 282.5 565.0 565.0 565.0 565.0 565.0

CAPITAL EXPENDITURES____________ ______________ ____________ _________________________

[CHANGE IN REVENUES ( ) I I I I T
FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipls 
1037 GF/Menlal Health
Other (all sources funding payroll) 282 5 565.0 565.0 565.0 565.0 5G5.0

TOTAL 0.0 282.5 565.0 565.0 565.0 565.0 565.0

Statewide
Statewide
Statewide

Statewide

Estimate of any cu rren t  yea r  (FY2008) cos t :  

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a copnrato poqo it rocossary)
This legislation has a fiscal impact on the employer charge paid by all state agencies using the working reserves (Alaska Statute 
37.05.510) for unemployment insurance. Tho fiscal note calculations a»o based on a 3-year average of actual usago reimbursed to the 
unemployment program ($3.4-15,640 in FY 2005 - FY 2007) Fiscal note assum es  that 33% ol the State's L-mtor employees would be 
eligible lor new maximum benefit amount. It excludes the impact of the benefit increase on Ihe University of Alaska.
Fiscal note is prepared a s  information only, not a s  support for appropriation. Working reserve rates are  ealeu ated annually in August 
(or the next fiscal year's budget preparation This benefit increase would not affect tho FY 200'J ratos which have already been factored 
into '.lie FY 2009 budget, but it would increase the amount tho Stato as  an employer reimburses tho unemployment program beginning 
on its effective date (assum ed 1/ 1/09) and raise budgeted rates beginning in FY 2010.

Prepared b y  Kim Garnero, Director_______________________________________________________ Phone 465-3435
Division Division ol Finance Dalo/Timo 3/31/08 4 00 PM

Approved by: Kuvin Brooks, Deputy Commissioner_________________________________________ Date 3/31/2008______
Division ol Financo_______________________________ ____  __________________

in.* io<i itnu .oorouu) Pago 1 of 1



fiscal n o le  for Ul benefit in c r e a s e  (e s tim ate  of impact on working re s e rv e s  for s t a te  a s  an  employer)
SB 120

FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
n e w  m a x 248/370 370 370 370 370 370
old m a x 248 248 248 248 248 248

difference 61 122 122 122 122 122
p e rc e n t  c h a n g e 25% 49% 49% 49% 49% 49%

3 y e a r  a v e ra g e  c os t  (FY 2005 - 2007) 3.445.640 3,445.640 3,445,640 3,445,640 3,445,640 3,445,640

a s s u m e  33% e m p lo y e e s  rece iv e  m ax 1,148,547 1,148,547 1,148,547 1,148,547 1,148,547 1,148,547

% c h a n g e  * e m p lo y e e s  w /m ax 282,505 565,011 565,011 565,011 565,011 565,011

fiscal no te 282.5 565.0 565.0 565.0 565.0 565.0



F I S C A L  N O T E

S T A T E  C F  A L A S K A  Fiscal Nole Number: f _____________
2008 L E G IS L A T IV E  S E S S IO N  Bill Version: CSSB 120(FIN)

(S ) Publish Date: 3/17/08________
Identifier (file name): SB120CS-DQLWD-UI-03-17-08_________ Dept. Affected: Labor and Workforce Development
Title  Unemployment Compensation Benefits_____________ RDU _________ Employment Security_______
______________________________________________________________________________Component Unemployment Insurance____________
Sponsor __________________________Senate  L&C_________________________ ________________________________________________
Requester  Senate Rules_________________________Component Number 2276

E x p e n d i tu re s /R e v e n u e s_______________________________________ (Thousands of Dollars)____________________________
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I I I  I I I

ICHANGE IN REVENUES ( 33030’) 0.0 0.0 2,000.0 | 8,000.0 14,000.0 | 16,000.0 16,000.0
FUNDS O U RCE________________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match 
1C0-1 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  of any  cu rren t yea r  (FV2008) cos t :  None

POSITIONS
Futl-timo
Part-time
Temporary

ANALYSIS: {Attach a separate pago if nucosiary)

See  attached.

Thomas W Nelson. DirectorPrepared by:
Division

Approved b y  Click Bishop, Commissioner

P h jn o  465-5933
Employment Security Date/Timo 3/ 17/08 9:50 AM

Unto 3/ 17/08
Department ol Labor and Workforce Development

'IfltTOOrOMII) Page 1 of 2



F IS C A L  N O TE #2

ANALYSIS CONTINUATION

The fiscal impact of this legislation arises from two proposed changes to Alaska's Unemployment Insurance 
Tax/Benefit system:

(1) Raising Ihe maximum unemployment compensation weekly benefit amount (WBA) from $248.00 to 
$370.00 effective January 1, 2009.

(2) Changing Ihe minimum qualifying wage from $1,000 during the individual’s base  period (in at least two of 
the four qualifying quarters preceding a claim) to $2,500.

The net effect of these two changes will be a gradual increase in employer/employee unemployment 
insurance (Ul) lax receipts to the Unemployment Insurance Trust Fund. The projected change in the 
revenues is based on past Ul tax trends and is displayed on the revenue line of the fiscal note. Ul tax rates 
have the potential to fluctuate substantially depending on the economic strength of the state and the 
unemployment rate.

Note: Unemployment Insurance Tax Revenue (from employer and employee assessm ents) is routed through 
the State Treasury to the United States Treasury to be held in trust for Alaska Unemployment Insurance 
Benefit Payments. Ul payments are not subject lo appropriation under the Executive Budget Act so no 
expenditure information is displayed on this fiscal note. However, over time, the net amount of revenues 
resulting from tax changes arising from this legislation will be equal to the net amount of benefit payments.

S T A T E  O F  A L A S K A  B I L L  NO. CSSB 120(FIN)
2008 L E G IS L A T IV E  S E S S IO N

Page 2 of 2



25th
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S enato r  Jo h n n y  Ellis, C h a ir  
S enato r  G ary  Stevens, Vice C h a ir  
S ena to r  Hettyo Davis 
S enato r  Lyman Hoffman 
S enato r  Con Mantle

State C apito l, Room 9 
-465-3704

Senate Labor & Commerce Committee

The Case for Ra is ing  A laska ’s U nem p loym ent Benefit Am ount

| Data cited in this paper are prov ided  by the A laska D epartm ent o f  Labor and W orkforce D evelopm ent. See especially 
February 2007A laska Econom ic T rends, "A lask a ’s U nem ploym ent Insurance B enefits.” !

A llealthv Ul System Hcnefils A ll Alaskans

Unemployment insurance is a prime tool for stabilizing communities by providing a shock absorber for 
businesses, individuals and families affected by economic change. When workers lose their jobs, 
w hether from the fluctuations o f  the business cycle or extraordinary events, Id  helps them pay their 
hills and keeps money flow ing in local economies.

• Ul helps both businesses and workers.
• Alaskan workers stay in Alaska, ready for jobs when business picks up.
• Employers maintain a stable, ready pool o f  experienced workers.
• I he Ul system play ed a key role in weathering the 1986 oil price collapse.

A l a s k a ' s  Ul system has been soundly managed and is healthy today. Other states have depleted their 
trust funds during times o f  economic stress. Alaska has never depleted its trust fund.

• Alaska's Ul system has alway s been able to maintain payments, even during the severe 1986 
oil price crisis.

• Deposits into the trust fund have exceeded benefit payment in six o f  the last sever, years.
• In 2006. deposits into the trust fund were S I78.851.000: benefit payments were $ .08.500.575.

W a r e  R e p la e e in e n l

Since its inception, the I I system has sought to replace roughly 50% o f lost wages, a goal repeatedly 
confirmed by presidents and commissions over many decades. Additionally , the sy stem adheres to a 
second principle: the weekly bcnolit amount should he directly related to the indi\ ideal's usual wage.

Alaska's benefit amount has fallen far behind wages.
• Alaska's wage replacement rate is dead last among all states (Washington, l).C \ is lower),
• I he average weekly wage in Alaska is S782.
• The average weekly benefit amount is SI 98. only 25% o f the average wage.
• ( >ur maximum weekly benefit amount o f  $2-18 is the fourth lowest in the nation



• Alaska’ s maximum weekly benefit amount has not been adjusted since 1997.
• Eligible wages are capped al $26,500.
• One third o f  Alaskan wage earners earn that much or more but are limited to $248 in weekly 

benefits.

Alaska compares poorly with other western stales.
• Utah replaces 42% o f average wages.
• Montana and Idaho replace 40%.
• Oregon and Washington 38%.
• Nevada 35%.

I axes
Alaska's 2008 U l tax rates are the lowest in 28 years. There is room to raise the M W B A  to $370.

• CSSB 120 (L & C ) would raise the average employer cost $25 per employee from the 2008 
level, but the total out o f  pocket cost would remain $89 below 2007.

• I he employee cost w ill rise $37 per year over 2008.

Retaining a well-trained Alaskan workforce is essential fo ra  strong economy. It is long past lime to 
adjust our Ul benefit rates.
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M a x im u m  w e e k l y  B e n e f i t  A m o u n t  b y  S t a t e

$100.00

AMOUNT

$150 00

t $ ^38.00 
$536.00

3  $520 00 
I $516.0(j) 
$513.00

$483.00
$475

$463.00
$457.00

00

$450.00
$42^.00

3  $415.00 
3  $413.00 
3 $409.00 
3 $409.00 
I $407.00 

$406.00 
$405.00

33 $391.00 
3  $390.00 
3  $387.00 
3 $385.00 

$381.00 
$330.00

3  $367.00 
3 $364.Ooj 
3 $363.Ooj 
J $362.00 
1 $362.00 
$359 00

= 3  $355.00 
= 3  $355.00 
3  $.>.47.00 
J $342.00 
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$332.00
$331.00
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$320.00
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3  $288 00 
3 $285.00 
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$218 00 ( R a n k e d  48 t h )

3 $240.00 
$235.00

= 3=3  $210 00— \— !

$200 00 $250 00 $300.00 $350.00 $400.00 $450.00 $500.00 $550.00
Source Significant Provisions of State Unemployment Insurance I jus 

Prepared by Alaska Department of l abor and Workforce Development. I mployment Security Division. January 2008
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M  A la sk a ’s M a x im um  W eek ly  Bene f it
■  U n e m p l o y m e n t  i n s u r a n c e ,  1 9 6 6  t o  2 0 0 6

M a x i m u m  B e n e f i t  A m o u n t

M a x i m u m  W e e k l y  B e n e f i t  A m o u n t  I n c r e a s e s

Source: Alaska Department of Labor and Worl<force Development, Research and Analysis Section



A v e ra g e -W a g e  R e p la ce m e n t  R a te s
B y  s t a t e ,  2 0 0 5 1
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Nole: This exhibit is based on Ihe U.S. Department of Labor average-wage replacement rate for each state 
1 These percentages were calculated by dividing the average weekly benefit by the statewide average 
weekly wage. The wages of only those who were unemployed in 2005 aren't available.
Souico: U.S. Dopadmont of Labor, Employnwnt nnd Training Administration
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E s t i m a t e d  A n n u a l  U n e m p l o y m e n t  I n s u r a n c e  E m p l o y e e  T a x  C o s t ,  i f  t h e  M a x i m u m  
W e e k l y  B e n e f i t  A m o u n t  ( M W B A )  I n c r e a s e s  t o  $ 3 7 0 , e f f e c t i v e  J a n  2 0 0 9

50 0

MWBA increases from $248 to $370 
Emp loye r I Em p loyee  tax share ratio from 80% I 20% to 76% I 24% Jan 2009, to 73% / 27% Jan 2010 
_  .. M in im um  Qua lify ing  Wage from $1000 to $2500
D o l l a r s

Resu lt = $ 37 increase (+ 24%) 
by year 2013 from sh ift in tax share

4 0 0

30 0

2 0 0

100

0

182 $ 191

□  A d d  C o s t  

■  B a s e  c o s t

$194 $ 194

$ 151 $ 157 $ 157 $157

+  0 %
+ 16.0 % + 4.9 % +  0 . 2 %

2 0 0 7 2 0 0 8  2 0 0 9  2 0 1 0  2011 2 0 1 2 2 0 1 3  2 0 1 4
T h e  S6 in c rease  from 2 0 0 7  to 20 0 8  resu lted  from an  in c rea se  in the  taxable  w a g e  base .
E m ployees  paid the  legal minim um  tax rate  in 2007, 2008, with no  c h a n g e  e x p e c te d  from MWBA increase .
Source : A laska D ep a r tm en t  of Labor a n d  ' Workforce Developm ent, R e s e a rc h  a n d  Analysis Section. March 18, 2008



E s t i m a t e d  M a x  C o s t  p e r  W o r k e r  f o r  A v e r a g e  E m p l o y e r  
I f  m a x i m u m  W e e k l y  B e n e f i t  A m o u n t  ( M W B A )  i s  i n c r e a s e d ,  e f f e c t i v e  J a n  2 .009

8 0 0

6 0 0

4 0 0

2 0 0

0

MWBA increases from $248 to $370 
Em p loye r / Em p loyee  tax share ratio from 80% / 20% to 76% / 24% Jan 2009, to 73% / 27% Jan 2010 

D o l l a r s  M in im um  Qua l ify ing  Wage from $1000 to $2500

2 0 1 2  2 0 1 3  2 0 1 42 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2011

N o t e :  A v e r a g e  E m p l o y e r  =  T a x  C l a s s e s  1 0  &  1 1  

Source: Alaska Department of Labor & Workforce Development, Research and Analysis Section. Mar 18, 2008



According to staff at Ihe United S ta te s  Departm ent of Labor, Region Six, a s ta te  provision requiring 
individuals to submit to a n d  p a s s  an  alcohol/drug sc reen ing  test  a s  a condition of continuing 
unem ploym ent in su rance  (Ul) eligibility would result in a  conformity is sue  with federal law (Federal
Unemployment Tax Act Section 3806). This would jeopard ize  the em ployer’s  federal unem ploym ent tax 
credit and  jeopard ize  A laska’s Federal Ul administrative grant.

A laska 's  Ul p rogram  h a s  m isconduct s ta tu tes  dealing wilh work s e p a ra t io n s  with regard  to drug and  
alcohol u se  a n d  testing, In order to deny  benefits for m isconduct, an  em p lo y ee 's  action m ust be 
co n n ec ted  with the work. AS 23 .10 .620  specifically outlines what constitu tes  m isconduct regarding a 
violation ol an  em ployer’s drug a n d  alcohol policy.

In addition, il a  c la im ant re fu ses  suitable work b e c a u s e  they believe they would not be  ab le  to p a s s  a  drug 
and/or alcohol p re -em ploym ent test, their duration and  am ount of benefits m ay  b e  reduced .

W e h o p e  that this information a n sw e rs  the ques t ions  that w ere  ra ised  in today  s  hearing  on SB 120. If you 
h ave  any  m ore  ques tions ,  p le a s e  contact me.



M arch  24, 2008

Senator Gary Stevens 
Rules Committee Chair 
State Capitol Room 103 
Juneau, AK. 99801

Senator Stevens,

For the past four years, the Alaska State Chamber of Commerce has been 
active with regards to unemployment insurance legislation. Currently as 
written, CS for SB 120(FIN) w ill raise weekly benefits for unemployed 
workers with little cost to employers. In fact, in the final year of the b i l l ’s 
gradual implementation process, it is likely the cost for unemployment 
insurance to the employer w ill be less than what we pay today. We offer our 
tentative support for CS SB 120(FIN).

The bill has gone through multiple iterations not published with the Senate 
Secretary. Senator Ellis, the b i l l ’s sponsor, has had many stakeholder 
meetings looking at nearly every aspect of increasing or reducing costs to 
employers and employees, while aiming to raise the weekly benefit rate.
The current weekly benefit rates are very low for Alaska’s high-cost of living 
labor market. Maintaining a trained work force in Alaska to fill seasonal jobs 
and or provide necessary labor for larger construction jobs will likely have 
the net result of helping Alaska’s businesses. When employees enter lay-off 
periods, raising unemployment insurance weekly benefit amounts as 
prescribed under SB 120 should help maintain a stronger Alaskan workforce.

As mentioned above, the state chamber offers tentative support to the bill.
We feel the bill represents a painstakingly difficult process in finding a 
compromise with regards to unemployment insurance issues. We stili! feel 
there are many outstanding issues that could save the employer and 
employees more money in the end, but as written, we do support CS SB 
120(FIN). We encourage the Senate to take quick action with regards to SB 
120 as there are many provisions, specifically sections 1- 8, that must pass 
this year in order for Alaska statutes to be in concurrence with newly passed 
federal provisions.

Rrt>inn,il Dlfi<e

.vww . i l . r . lu i l i  n v tir ' ■ 'im
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S enato r  J o h n n y  Kllis, C h a ir  
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Unem p loym en t C om pensa t io n  Benefits 
CSSB  120(FIN)

S P O N S O R  S T A T E M E N T

Alaska’ s current unemployment insurance benefits fall short in helping families cover living expenses 
during periods o f  unemployment. Alaska’ s maximum weekly unemployment insurance benefit o f 
$248 is the fourth lowest in the nation and has not been adjusted since 1997. Increasing the maximum 
weekly benefit is essential to alleviating skill shortages by ensuring Alaskan workers and their families 
survive periods o f  unemployment. Senate B ill 120 w ill increase the maximum weekly benefit from 
$248 to $370, placing Alaska at the midpoint among states.

CSSB 120 (F IN ) represents a balance between raising benefits and lowering the cost o f  the Ul system 
to employers. As Governor Palin announced in January, the tax rate for 2008 is the lowest in 2S years. 
Under the bill, costs to businesses would remain low, a modest $25 increase per employee for the 
average employer. Even so, the average employer would pay $89 less per employee than 2007. 
Employees would see a $37 increase over 2008. Both increases would phase in over several years.

Finally, CSSB 120 (PIN) adds language that protects the privacy o f  individuals claiming U l benefits by 
ensuring that claim information remains confidential except in certain circumstances, federal law 
requires that we include this provision in Alaska statutes.

Retaining a well-trained Alaskan workforce is essential for a strong economy. Maintaining benefit 
amounts that keep pace w ith  the rest o f  the nation and our state’ s economy w ill help Alaskan families 
survive periods o f  unemployment and keep Alaska's workers in Alaska.



The Voice of Small Business*

Alaska

K E Y  V O T E
National Federation of Independent Business Key Vote 

Vote YES on SB 120 

Unemployment Insurance Changes 

March 2008

The National Federation ol'Indcpcndent Business/Alaska is the largest small-busincss 
advocacy group in the state.

SB 120 Increases the weekly benefit for the first time in over 10 years; adopts mandated 
federal changes to avoid employer premium increases in the FUTA program; increases 
the eligibility threshold from $1,000 to $2,500; and changes the premium cost sharing 
from 80% employer to 73% employer.

While the majority of the cost increased costs continue to fall on employers, we believe 
that Die structural changes and federal compliance are a positive step. NF1I3 requests your 
support for this bill.

V ote  Y E S  on Sen ate  B ill 1 2 0

National Fodoralion ot Independent Business - Al ASKA 
P.O. Box 34761 • Juneau, AK 99803 • 907-723-6667 • dnnny.dowithfSnfib.oiq



ASSOCIATED GENERAL CONTRACTORS of ALASKA
2006 AGC “Chapter o f the Year”

Senator Johnny Ellis 
Chairman, Labor and Commerce 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182 

Re: SB 120/CSSB 120 (L&C)

Thank you for taking our concerns into consideration and making changes to SB 120 as 
introduced.

Although the Alaska unemployment insurance system has the second highest utilization 
and is the second most expensive system in the nation, current benefits are the lowest. 
CSSB 120 (L&C) is improved over the original SB 120 and appears to address the mutual 
concerns and distribute the responsibility fairly bet.vcen Alaskan workers and Alaskan 
employers.

Once again, thank you for your efforts addressing our industry concerns.

ANCHORAGE 
8005 SCI I JON STREET • ANCIIORAGE, AK ‘*>518 
TULEFI IONE (907) 561-5354 • PAX (907)562-6118 

litlp://nlnrika agc.org 
Email: lnfo4Pngcnk.org

FAIRBANKS 
P.O. BOX 60005 • FAIRBANKS, A K 99706 

TUt.EPI IONE (907) 452-1809 • FAX (907) 456-8599 
Email: ralrbanks-igcJP.iC3dl.ixkn n o t


