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STATE OFA

FISCAL NOTE

LASKA

2008 LEGISLATIVE SESSION

Identifier (file name):

Title

Sponsor
Requester

Unemployment Compensation Benefits

Senate L&C
Senate Rules

Expenditures/Revenues
Noto: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES

Appropriation
Required

FY 2009 Fy 2009

Personal Services

Travel
Contractual
Supplies
Equipment

Land & Structures

Grants & Claims
Miscellaneous

TOTAL OPERATING

CAPITAL EXPE

CHANGE IN RE
FUND SOURCE

0.0 0.0

NDITURES

VENUES (33030%) 0.0 0.0

1002 Federal Receipts

1003 GF Match
1004 GF

1005 GF/Program Receipts

1037 GF/Mental

Health

Other Interagency Receipts

0.0 00

TOTAL

Estimnto of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

See attached

Prepared by:
Division

Approved by:

e »e [ IV'I VI /el

(Atincha soparotop.ijo ‘Inocossary)

Tnomas W. Nelson, Director
Employment Security

Click Bishop. Commissioner

Department ot Labor and Wotkforco Development

sB120cs-DQLWD-UI-03-17-08

Fiscal Noto Number:
Bill Version:
() Publish Dale:

CcssB 120(FIN)

_Dept. Affected: Labor and Workforce Development

_RDU Employment Security
_ Component Unemployment Insurance
Component Number 2276
(Thousands of Dollars)
Infoirnation
Fy 2010 Fy 2011 Fy 2012 Fy 2013 Fy 2014
0.0 0.0 0.0 00 00
|
2.000.0 8,000.0  14,000.0 10,000.0 |  10,000.0
(Thousands of Dollars)
0.0 0.0 00 0.0 00
None

Phono >65-5933
Date'Time 3/17/08 950 AM

Date 3/17/08
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FISCAL NOTE

STATIC OF ALASKA BILL NO. CSSB 120(FIN)
2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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

(1) Raising the maximum unemployment compensation weekly benefit amount (WBA) from S248.00 to
$370.00 effective January 1, 20009.

(2) Changing the minimum qualifying wage from $1,000 during Iho 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) tax receipts lo 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 lax rates
have the potential lo fluctuate substantially depending on lhe economic strength of the state and the

unemployment rate.

Note: Unemployment Insurance Tax Revenue (from employer and employee assessments) is routed through
the State Treasury to the United States Treasury to bo held in trust for Alaska Unemployment Insurance
Benefit Payments. Ul payments are not subject to 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.

Pago 2 of 2
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CS FOR SENATE BILL NO. 12)( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE LABOR AND COMMERCE COMMITTEE

A BILL
FOR AN ACT ENTI TLED

WORK DRAFT

25-LS0622\N
Wayne
3/14/08

"An Act relating to disclosure of certain information from the records of the

Department of Labor and Workforce Development and limiting the use of the disclosed

information, and to the calculation and payment of unemployment compensation

benefits; and providing for an effective date."

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

* Section I. AS 23.20.110(3) is amended to read:

(@ Except for disclosures repaired by 42 U.S.C. 51)3 as amended, and 41
C.F.R. (08 as amended, and disclosures authorized under [AS PROVIDED IN (i)
AND (i) OF] this section, the department shall hold information obtained from an
employing unit or individual in the course of administering this chapter and
determinations as to the benefit rights of an individual confidential and may not
disclose them or open them to public inspection in a manner that reveals the identity of
the individual or employing unit. A claimant or an employing unit |, OR "THE LEGAL
REPRESENTATIVE OF THE CLAIMANT OR THE EMPLOYING UNIT,] is
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WORK DRAFT WORK DRAFT 25-L50622\N

entitled to information from the records of the department only lo the extent necessary
to properly present or protest a claim or determination under this chapter. lhe
department may not provide information that is confidential under this section to
a person for use in any civil or administrative matter not directly involving the
presentation or protest of a claim or determination under this chapter; however,
subject [SUBJECT] to restrictions that the department prescribes by regulation, the
information must [MAY] be made available to the United States Department of
Homeland Security, Bureau of Citizenship and Immigration Services, for the
purpose of verifying a claimant's immigration status, to the United States
Railroad Retirement Board, to an agency of this state or another state or federal
agency charged with the administration of an unemployment compensation law or the
maintenance of a system of public employment offices, to the United States
Department of the Treasury, Internal Revenue Service [OR], for the purposes of
the Federal Unemployment Tax Act, or to the Department of Revenue [TO THE
INTERNAL REVENUE SERVICE OF THE UNITED STATES, OR,] for tax
purposes [, TO THE DEPARTMENT OF REVENUE]. Information obtained in the
course of administering this chapter or in connection with the administration of the
employment sendee may he made available to persons or agencies for purposes
appropriate to the operation of a public employment service or the administration of
employment and training programs planned or coordinated by the Alaska Workforce
Investment Board under AS 2315550 -2315.585.
* See. 2 AS 23.20.110(e) is amended to read:
(€) The department shall provide wage and unemployment compensation

information

(I) requested by a state or federal agency under an income and
eligibility verification system that meets the requirements of 42 U.S.C. 132-7
(Social Security Act); [OR]

(2)as required by federal law for child support purposes”

(3 lo the United States Secretary of Health and Human Services
for the National Directory of New Hires as retmircd hv 42 US.C'. 503 and 42

U.S.C. 653; or

CSSB 12tl( ) -2-
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WORK DRAFT WORK DRAFT 25-150622\N

1 @ to a state or a political subdivision of a slate that administers
2 program funded under 42 U.S.C. @1 -619 Hint provides temporary assistance
3 for needy families.
4 *See. 3 AS 2320.110() is amended to read:
5 (@) A recipient of records disclosed under [THE REQUIREMENTS OF]
6 this section may not use the diselosed records for a purpose other than the
7 purpose for which the disclosure was made. The requirements concerning the
g confidentiality of information obtained in the course of administering this chapter
9 apply to officers and employees of a state, federal, [ORJ municipal, or other agency to
10 whom the department provides information as authorized hy this section.
u o *Sec. 4.AS 2320.110(K) is amended to read:
12 (k) 1f an individual who is applying for or participating in a housing assistance
B3 program administered by the United States Department of Housing and Urban
14 Development gives authorization, the department shall disclose, lo the United States
5 Department of Housing and Urban Development or to representatives of the housing
16 assistance program operating the program, wage information and unemployment
17 compensation information. The authorization shall be made by the individual on a
IS consent form approved by the department. The form must state the information
19 authorized to be released and require the signature of the individual. In this subsection,
20 () "unemployment compensation information" means whether the
21 individual is receiving, has received, or has applied for unemployment compensation,
22 and the amount of unemployment compensation that the individual is receiving, has
A received, or is eligible to [WILL] receive, and the individual's current address and
24 other contact information;
5 () "wage information” means the social security number, or numbers
2 ;f there are more than one, and quarterly wages of an employee, and the name,
27 address, stale, and, if known, federal employer identification number of an employer
2% reporting wages under this chapter.
29 *Sec. 5 AS 23.20.110(m) is amended to read:
0 (in) The department may not release information under this section to a state
31 agency or to a person under contract with the state until the department and the agency

CSSJ 120( )
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or person have entered into a written agreement that governsthe release of
information. The written agreement must specify

(1) the purpose for the information;

(2) adescription of the information to be provided;

(3) a description of the procedure for transmitting, securing, using, and
disposing of the information; [AND]

(4) the method of reimbursement, if any, for the cost of providing the
information; and

(5 that the department may perform on-site infections to ensure
that th? confidentiality requirements of this section are met.

* Sec. 6. AS 2320.110(n) is amended to read:

(n) Notwithstanding fa) of this section, the [TUB] department may produce
statistical and other public reports based on information obtained in the course of
administering this chapter, so long as the department complies with the
reunirements of 20 C.F.R. 603 as amended, regardiim the use or release of
confidential records [REPORTS DO NOT REVEAL WAGE AND PAYROLL
DATA FOR AN EMPLOYING UNIT OR THE NAME OR NUMBER
IDENTIFYING AN INDIVIDUAL. THE REPORTS MAY INCLUDE THE FIRM
NAME, ADDRESS, NORTH AMERICAN INDUSTRY CLASSIFICATION
SYSTEM CODE, CENSUS AREA CODE, NUMBER OF WORKERS EMPLOYED,
AND OCCUPATIONAL STAFFING PATTERNS FOR AN EMPLOYING UNIT].

* Sec. 7. AS 2320110 is amended by adding a new subsection to read:

() The confidentiality requirements of this section do not apply to disclosure
of decisions and records on appeal in any matter before the department as long as the
federal social security number of the claimant and the employer's federal employer
identification number and federal social security number are redacted or removed
before disclosure is made.

* Sec. 8 AS 2320115 is amended to read:

Sec. 2320.115. Unauthorized disclosure of information. A member of the
department, an employee of the department, an agent of the department, or an officer
or employee of a slate, federal, [OR] municipal, or other agency that has been

CSSI 12 ) -

NtJW Text Underlined IDELETED TEXT DKACKETtD]



WORK DRAFT WORK DRAFT 25-L50622VN

provided with information by the department who, in violation of AS 2320110,
makes a disclosure of information obtained from an employing unit or from an
individual in the administration of this chapter, or a person who has obtained a list of
applicants for work or of claimants or recipients of benefits under this chapter and
who uses or pennits the use of the list for a purpose not authorized by AS 2320.1101s
quilty of a class Bmisdemeanor.

* Sec. 9 AS 23.20.290(c) is amended to read:
©) The [BEGINNING JANUARY 1 1997, THE] rate of contributions for

each employer is a percentaue [80 PERCENT] of the average benefit cost rate
multiplied by the employer's experience factor set out in column C of the tabic in this
subsection opposite the employer's applicable rate class set out in column A plus the
fund solvency adjustment required under (1) of this section. T1at percentage is 76
percent NCUIIMINU January I, 2009 and 73 percent Deginning January 1 2010,
However, the rate of contributions for an employer may not be less than one percent or
more than six and one-half percent. The rate of contributions for an employer in rate
class 21 may not be less than 54 percent. The rate of contributions for an employer
must be rounded to the nearest 1/100th of one percent.

COLUMN B COLUMN C

COLUMN A Cumulative Experience
Rate Class Ratable Payroll Factor

at least but less than
(percent) (percent)
5 A0
5 10 45
3 10 15 50
4 15 20 55
5 20 25 60
6 % 30 %
7 £l K3 10
8 L3 40 &0
9 0 45 90
5 CssB 12)( )
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10 45 o) 100
n o) o3) 100
12 D &0 110
13 a0 b 120
14 3] 0 130
15 0 [ 135
16 5 S0 140
17 Q & 145
18 S D 150
19 D b 15
20 % 0N 160
21 0N 1.65.

* Sec. 10 AS 23.20.290(d)) is amended to read:
(d The [BEGINNING JANUARY 1 1997 AND FOR EACH

SUCCEEDING YEAR THEREAFTER, THE] rate of contributions payable by each
employee of an employer who is subject to AS 2320165 is a percentage [20
PERCENT] of the average benefit cost rate as determined in (e) of this section
rounded to the nearest 1/100th of one percent. That percentnue is 24 percent
beginning January 1 2009, and 27 percent beginning January 1, 2010. However,
the rate of contributions for an employee may not be less than one-half percent or
more than one percent.
* Sec. 11 AS 2320.350(a) is amended to read:

(@ An ndividual who is paid at least S2500 [$1,000] in wages during the
individual’s base period for employment covered by this chapter is eligible to receive
benefits under this chapter if those wages were paid in at least two of the calendar
quarters of the individual's base period.

* Sec. 12 AS 2320.350(d) is amended to read:
(d) An individual who is eligible under (a) of this section i»entitled to receive

the weekly benefit amount set out in column (B) of the table in this subsection that is
opposite the amount set out in eoliimn (A) of the individual's base period wages
determined under (c) of this sect

CSSB 120( ) 6-
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(A) (B
Base Period Wages Weekly Benefit
Amount
At least But less than

0 2300 [1,000] $0
[1,000 1,25) 44
1250 1,500 46
1500 1,70 48
1750 2000 0
2,000 2,250 SV
2250 2500 A
2500 2,10 %
2750 3000 B
3000 3290 &0
3290 3500 &2
3500 370 o4
370 4,000 06
4,000 4250 &3
4250 4500 70
4500 4750 I
4750 5000 74
5000 5250 76
5250 5500 8
5500 5750 0
5750 6,000 &
6.000 6,250 A
6.250 6,500 &6
6.500 6,750 8B
6.750 7,000 D
7,000 7,290 R?
1.290 " 500 A

- CsSll 2 )
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7500
1,750
8000
8250
8500
5750
9,000
920
9500
9750
10,000
10250
10500
10750
11,000
11,250
11500
11750
12,000
1220
12500
12720
13000
13250
13300
13730
14000
14250
14500
14750
15000

WORK DRAFT

7,730
8000
820
8500
8,730
9,000
9250
9500
970
10000
10250
10500
10750
11,000
11250
11500
11,7/50
12,000
12250
12500
12790
13000
13250
13500
13750
14000
14290
14500
14790
15000
15250

*
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15290
15500
15750
16000
16250
16500
16750
17000
17250
1700
1770
18000
15250
18500
18750
19000
19250
19500
19750
20.000
20250
20500
20.750
21,000
21250
21500
21750
22,000
2290
22500
22,790

WORK DRAFT

15500
15750
16000
16250
16500
16,790
17000
17250
17500
17790
18000
15,250
18500
18750
19000
19250
19500
1970
20,000
20250
20500
20,750
21,000
21250
21,500
21,750
22000
22250
22500
22,750
23,000

9
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23000
2320
23500
23,10
24,000
2420
24500
24,70
25000
25250
25500
25,10
26,000
26,250
26,500
26,750
27.000
21250
21500
21,150
28000
2820
28500
28,750
29,000
2920
29500
29,10
30,000
3020
30500

WORK DRAFT

23290
23500
23750
24,000
24290
24500
24,750
25,000
25250
25500
25790
26,000
26250
26500
26,750
27000
21250
271300
21,750
26,000
28250
28500
28,750
29000
29290
29500
2730
30,000
30250
30500
30,750
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3070
31000
31250
31300
3170
32000
2290
32300
3270
33000
320
33300
370
34000
#2250
40
A0
35000
3H20
36300
3H.750
36,000
3620
36500
36.750
37000
3120
37500
37,720
38000
Bl

WORK DRAFT

31000
3120
31500
31720
32000
32250
3230
32750
33000
320
33500
370
34000
A20
34.500
A 70
35000
3H20
3H0
3H70
36,000
36250
36500
36.750
37.000
3720
37500
37,750
38000
3250
38500
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: 3850 BT W
: 3B750 30000 36
3 39([1) 39,2C0 348
4 30250 39500 0
5 39500 0750 63",
: 39750 40000 4
7 40000 40250 6
; 40250 40500 8
9 40500 40750 30
10 40750 41000 ¢
" 41000 41250 B4
12 41250 4150 36
13 41500 41750 3
Y 41750 42000 370
5 42000 370 [248)

16 *Sec. 13 AS 23.20.110(h), 2320.110(), and 23.20.110() arc repealed.

17 *Sec. 14 The uncodificd law of Ihe State of Alaska is amended hy addinganew  section to
15 read:

19 TRANSITION: REGULATIONS. Notwithstanding sec. 16 of this Act, the

20 Department of Laborand Workforce Development may immediately proceed to adopt

21 regulations necessary to implement the changes made by this Act. The regulations take effect

22 Under AS 44.62 (Administrative Procedure Act), but not before the effective date of the

23 statutory change.
24 * Sec. 15 Sections 1 -8 13 and 14 of this Act take effect immediately under

25 AS 01.10070().
26 *See. 16 Except asprovided in sec. 150fthis Act. this Act takes effect January 1 2009

CSSB 12()( ) -12-
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UNITED STATES CODE ANNOTATED

TITLE 26. INTERNAL REVENUE CODE

SUBTITLE C-EMPLOYMENT TAXES
CHAPTER 23—FFEDERAL UNEMPLOYMENT TAX ACT

§3309. Stutc law coverage ofservices performed for nonprofit organizations or governmental entities

(a) Stale law regnirements.-For purposes of section 3304(a)(6)—

(1) except a. otherwise provided in subsections (b) and (c), the services to which this paragraph applies are—
(A) service excluded from the term "employment"” solely by reason of paragraph 18) of section 3306(c), and
(B) service* excluded from the term "employment"” solely by reason of paragraph (7) of section 3306(c); and

(2) the State law shall provide that a governmental entity, including an Indian tribe, or any other organization for
group of governmental entities or other organizations) which, but for the requirements of this paragraph, would be
liable for contributions with respect to service to which paragraph (1) applies may elect, for such minimum period
and at such time as may be provided by State law. to pay (in lieu of such contributions) into the State unemployment
fund amounts equal lo the amounts of compensation attributable under the State law ro such sendee. The State law
may provide safeguards to ensure that governmental entities or other organizations so electing will make the

payments tcquired under sucli elections.

(b) Section not to apply lo certain scrvice.-This section shall not apply to service performed—

11) in the employ of (A) a church or convention or association of churches. (B) an organization which is operated
primarily for religious purposes and which is operated, supervised, controlled, or principally supported by a church
or convention or association of churches, or (C) an elementary or secondary school which is operated primarily for
religious purposes, which ts described in section 501(c)(3), and which is exempt from tax under section 501(a);

(2) by a duly ordained, commissioned, or licensed minister ot a church in the exercise of his ministry or oy a
member of areligious order in the exercise of duties required by such order;

(3) m the employ of a governmental entity referred to in paragraph (7) of section 3306(c). if such service is
pcrfoimetl by ar. individual m the exercise of hr. duties

(A) as an elected offi rial;

(It) as a member of a legislative body, or a member of the judiciary, of a State or political ruhdivis.on thereof, or

of an Indian tribe;
(C) ar. a member of the State National Guard r Air National Guard;

(I>) as an employee serving oil a temporary basis m -'j eof fire, storm, snow, earthquake tlood. or similar

emergency.

(1.) ma e ition which, under or pursuant to the State *0 tribal law, is designated as fi) a major nontenured
policymaking or advisory position, or iip a policymaking or advisory position the performance of the duties of
which ordinarily does not require more than = hours per week; or

(1t as an vie. lion official or election worker if the amount of remuneration received by the individual dm
calendar yeat <t services as an election official or election worker is less than SI,690;

(4) in a Paliiy - inducted for the purpose nf carrying out iprogram of-

{ V) rehabilitation for individuals whose earning capacity u impaired by age o: physical or mental deficiency or
injury, or

(B) pt»s ihng t mvuierative work for individuals who bec.ni: e of their impaired physical or mental capacity
cannot be readily absorbed :n 'die competitor lain i cutkd, by an individual trier mg, wich rehabilitation or

remunerative work.
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Senator Johnny Ellis, Chair
Senator Gary Stevens, Vice Chair
Senator Heltye Davis

Senator Lyman Hoffman
Senator Con Bundc

Senate Labor & Commerce Committee

The Case for Raising Alaska’s Unemployment Benefit Amount

[Data cited in this paper arc provided by the Alaska Department of Labor and Workforce Development, See especially
February 2007Alaska Economic Trends, "Alaska’s Unemployment Insurance Benefits."]

A Heallhv 1JI System Benefits AH 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 theirjobs,
whether from the fluctuations of the business cycle or extraordinary events, Ul helps them pay their
hills and keeps money flowing in local economies.

o Ul helps hoth businesses and workers. o

« Alaskan workers stay in Alaska, ready for }obs when business picks up.

. Emplo?/ers maintain a stable, ready pool of experienced workers.

o The Ul system played a key role in weathering the 19860il price collapse.

Alaska’s Ul system has been soundly managed and is healthy today. Other states have depleted their
trust funds during times of economic stress. Alaska has never depleted its trust fund.
. Allaska’s | system has always been able to maintain payments, even during the severe 1956
il price crisis,
. Dep%sits into the trust fund have exceeded benefit p%nent in six of the last seven ggars.
* |n 2006, deposits into the trust fund were SI 78,851,000; henefit payments were S108500575.

Wai»e Replaecincnt

Since its inception, the Ul s(}/stem has sought to replace roughly 50% of lost wages, a goal repeatedly
confirmed by presidents and commissions over man)é decades.” Additionally, the system adheres to a
second principle: Ihe weekly benefit amount should be directly related to the individual’s usual wage.

Alaska’s benefit amount has fallen far behind wages. , ,
Alaska’s wage replacement rate is dead last among all states (Washington, D.C. is lower).

| he average weekly wage in Alaska is 5782

The average weekly benefit amount is S198, only 25% of the average wage.

The current Alaska maximum weekly benefit of 5248 is only 32% of the average weekly wage.



Our maximum weekly benefit amount of S248 is the fourth lowest in the nation
Alaska’s maximum weekly benefit amount has not been adjusted since 1997,

Eligiblewa?es are capped at 526,500, o ,
One third of Alaskan wage earners cam that much or more but are limited to 5248 in weekly

benefits.

Alaska compares poorly with other western states.
Utah replaces 42% of average wages.
Montana and Idaho replace 40%.

Oregon and Washington 38%.

Nevada 35%

T axes
Alaska’s 2008 Ul tax rates arc the lowest in 28 years. There is room to raise the MWBA to S370,

e (SSB 120 (L&C) would raise the average employer cost S25 per employee from the 2008
level, but the total out of pocket cost would remain 589 below 2007,

* ' he average employee cost will rise S37 per year over 2008

Retaining a well-trained Alaskan workforce is essential for astrc  economy. It is long past time to
adjust our Ul benefit rates.
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$100 00
AMOUNT

UnemploymentInsurance

Maximum Weekly benefit Amount by State

$150 00

$200 00

$575.00
I $538.00
$536.00
$52000
1 $516.00
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I $288 00
$285 00
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$258 00
$248 00 (Ranked 48th)
3 $240 00
$235.00
$210 00
$250 00 $300 00 $350 00 $400 00 $450 00 $500 00 $550 00 $600 00

Sootce Significant Provision* of Slate Unemployment Insuuncc l.iws
I'rcpaicd by Alaska Department ol'l.abor am Wwkl'orcc Development. Empluymtlit Sccunty Division. January 2(KiX



. Alaska’s Maximum Weekly Benefit

I Unemployment insurance, 1966 to 2006

Maximum Benefit Amount

Maximum W eekly Benefit Amount Increases

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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Alaska Unemployment Insurance

Recipients by weekly benefit amount, 2005

Ul Recipients

20,000

A third of all 2005 claimants, 32.7 percent,

received the $248 mcximum benefit amount,

15,000 . .
which means their annual wages before
collecting Ul benefits were $26,500 or more.
10,000
12.2%
5,000
$44-%100 $102-%$150 $152-%$200 $202 - %246 $248 Maximum

Weekly Benefit Amount

Note: A claimant must make $8,000 a year to get a $100 weekly benefit, $14,250 to get

$150, $20,500 to get $200, $26,250 to get $246 and $26,500 to get $248. (See Exhibit 2.)

l1Percentages don't add to 100 due to rounding.

Source: Alaska Depailme. it ofLabor and Workforce Development, Research and Analysis Section



Average-Wage Replacement Rates

By state, 20051

Hawaii . , . Z1
Rhode Island 1 ~~ : ' i
Kansas : I
lowa
North Dakota " i
Utah
Minnesota
Vermont
Indiana n
Montana 4 o
Idaho i
Kentucky §Pert:entage of Statewide W ages
Maine — N~ Replaced by Ul Benefits
Arkansas
Wyoming
Pennsylvania ir H»: ¢ t
South Dakota
West Virginia
Washington
Colorado
North Carolina
Oregon -
Wisconsin
Oklahoma
Massachusetts
Michigan
Ohio
Nebraska
New Mexico z1
New Jersey o
Nevada
South Carolina
Texas N
Illinois
Mississippi
Georgia
New Hampshire
Florida
California
Maryland
Tennessee
Virginia
Louisiana
Missouri
Connecticut Z]
Delaware
Alabama
New York
Arizona =0 25.8%
Alaska
U.S. Average

34.6%
10% 20% 30% 40% 50%

Note: This exhibit is based on the U S. Department of Labor average-wage replacement rate for each state.
' These percentages were calculated by dividing the average weekly benefit by the staiewide average
weekly wage. The wages of only those who were unemployed in 2005 aren't available.

Sotirco U S Dopartmont ofl.abor, Employment and Training Administration



Replacement Rates

W estern states, 2005
50%
40 %
30%
20%

10%

Alaska Ariz. Calif. Idaho Mont. Nev. Ore. Utah Wash.

Note: This exhibit is based on the U.S. Department of Labor average-wage replacement

rate for each state.

Source: Alaska Department ofLabor and Workforce Development, Research and Analysis Section



The Target Gets Farther Away

Alaska, 1987 to 2007

$500
$400

$300

$200

$100

1995 2000 2005

1990

Note: Earnings for 2006 and 2007 are projections assuming a growth rate of 2.5 percent.

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section



Average Weekly Benefits Amount (AWBA) as a Percentage of
Average Weekly Earnings 2006

Stato

Alabama
ALASKA
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Disl. of Columbia
Hurida
Georgia

Haw aii

Idaho

Illinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
Noilh Carolina
North Dakota
Ohio
Oklahoma
<begun
Pennsylvania
Khodo Island
South t arolina
South llakota
lennessee
lexas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Hymning

United Slates

Note: t .S P.M.i include limiim Uieiijm I lia* Sii>!l Islands
Sourer: I'S | Vpartnieill nl I .ilit

AWBA
)

183.76
197.63
197.64
243.98
289.07
312.33
304.37
251.08
282.70
231.38
255.59
365.09
241.02
291.67
286.32
281.97
286.83
270.56
191.12
245.65
273.68
366.33
293.66
333.47
185.84
212.28
203.74
230.86
274.02
255.SB
344.03
237.70
277.41
265.08
254.84
287.03
233.23
269.63
301.27
341.76
222 80
218.51
21570
271.04
274.22
276.27
25567
322.13
230.52
258 79
263 42

277.20

Rank

51
48
47
35
12

33
16
39
29

36
11
15
17
14
24
49
34
22

10

50
45
46
40
21
30

37
1B
26
31
13
38
25

42
43

23
20
19
28

41
27
32

Wookly
Earnings

)

681.85

781.93
762.20
614.25
925.55
827.84

1054.00
888.58
1248.73
733.41
766.67
705.96
617.58
873,24
697.93
655.64
679.54
669.86
696.07
637.86
856.37
1004.08
806.99
807.36
588.47
707.34
573.32
643.13
765.44
811.42
988.98
646.21
1064.99
714.75
593.03
735.22
640.35
725.01
788.36
706.96
652.80
570 97
712.33
810,00
663.94
675.237
823.92
817.15
612.82
704.83
695.97

807.08

lirpated In  Al.nlal).'|Mitiiu m nl 1.12%t .iii.l HnikOme Drvrinpinriil, 1Inii.ity. 200?

Rank

34

18
22
46

10

24
20
29
45

31
39
35
37
32
44

16
16
49
28
50
42
21
13

41

26
48
23
43
25
17
19
40
51
27
14
38
36
It

47
30
33

AWBA
as % of
Earnings

270

25.3
25.9
39.7
312
37.7
289
283
22.6
315
333
517
390
334
110
43.0
42 2
40 4
275
38.5
320
365
36 4
41 3
316
300
355
359
358
315
34 H
36 6
260
371
430
390
164
1/2
382
44 6
41
181
303
335
41 3
40 8
310
394
3/6
36 1
«i 4

Rank

47

50
49

40

44
45
51
38
35

14
34

10
46
15
36
24
27

37
43
30
28
29
39
31
22
48
21

13
25
20
17

32
16
42
33

41
12
19
23
26
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Estimated Annual Unemployment Insurance Employee Tax Cost with Maximum
Weekly Benefit Amount (MWBA) Increased, Tax Share Ratio Changed, and Minimum
Qualifying Wage Raised, Effective January, 2009

MWBA increases from $248 to $370
Employer 1 Employee tax share ratio from 80% /20% to 73% /27%

500 Dollars Minimum Qualifying Wage from $1000 to $2500
Result = $37 increase (+ 24%)
by year 2013 from shift in tax share
400
300
200 $172- $182 $191 $194 $194
100
0

2007 2008 2009 2010 2011 2012 2013 2014

Note: The S6 increase from 2007 to 2008 resulted from an increase in the taxable wage base. Employees paid the legal minimum
tax rate in 2007 and 2008. These figures do not include potential economic fluctuations.

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section. February 12, 2008



Estimated Annual Cost per Worker for Average Employer with Unemployment
Insurance Maximum Weekly Benefit Amount (MWBA) Increased, Tax Share Ratio
Changed, and Minimum Qualifying Wage Raised, Effective January, 2009

MWBA increases from $248 to $370
Employer 1 Employee tax share ratio from 80% 1 20% to 73% 1 27%

Dollars Minimum Qualifying Wage from $1000 to $2500
800 Increase per s 0 -$32 +$22 +$22 +$13 + 80
employee
peryear Result = $25 net increase from 2008 to 2013
$584
600
BAdd Cost
400 [0 Base cost
Total
+ 5.3%
200
0

2007 2008 2009 2010 2011 2012 2013 2014

Note: Table reflects the cost increase to the average employer in tax classes 10 & 11. These figures do not include potential economic fluctuations

Source: Alaska Department of Labor & Workforce Development. Research and Analysis Section. February 12. 2008



Thu Voice of Small Business"

Alaska

March 9, 2008

The Honorable Bert Stedman, Co-Chair
Senate Finance Committee

Alaska State Cagg&lnBundmg

Juneau, Alaska

RE: Senate Bill 120

Dear Senator Stedman,

On behalf of the National Federation of independent Business/Alaska, | wish to
express our continued opposition to Senate Bill 120 The National Federation of
Independent Business is the largest small-business advocacy group in Alaska.

The proposed increase in the maximum benefit in the Alaska Unemployment
Insurance Program falls heavily on small employers. The costs of doing businéss in
Alaska are increasing making it difficult for small businesses to remain ﬂroﬂtable._To the
extent that this increase in business costs reduces that margin employee hours and jobs
are reduced and businesses close.

In the 2008NFIB Stale Ballot, members oPposed increases until structural
program issues that have caused high employer rates are addressed, such as the problem
of seasonal workers who do not actively seek employment during the offseason and
elimination of benefits for those who are discharged for cause. In addition, we strongly
oppose including automatic annual increases of the weekly benefit.

There are three parts of SB 120 Sections 1through 8include amendments to our
state law regarding the confidentiality of Ul data. We hope those sections would he
adopted as they are federal requirements. Failure to adopt these sections could expose
Alaska to sanctions that may increase employer costs.

Sections 13and 14add an automatic annual adjustment to the weekly benefit.
NFIB strongly opPoses these sections. We believe determining tho amount of weekly
benefits is properly the province of the Legislature.

~ The balance of Ihe legislation addresses the benefit amount, the cost sharing of
premium and amount of wages that must be earned to he eligible for any benefit. These
sections, while including some reforms in the program, ultimately increase the cost to

employers.

Mntk -ml federation ol In<l<-|->0iKloni Business - ALAl'KA
1’0, Bo* ém A .l * June.l’i, AK 1iI9MO03 « 90 A A’3-L0Db/ « ili nuy.il>.vittwiifil><c|



The Honorable Bert Stedman
March 9, 2008
Page 2

_Mandated increases in employer-funded benefits must be measured a%amst the
possible reduction in employmen opé),ortumne.s for Alaskans. We believe that the
Increase in cost proposed by Senate Bill 120will have a negative impact on employees of
small and independent businesses in Alaska.

Alaska State Director .
National Federation of Independent Business

cc.  Senator Johnny Ellis



March 11,2008

Senator Bert Stedman, Co-Chair -
Senator Lyman Hoffman, Co-Chair
Senate Finance Committee

State Capitol

Juneau, AK 9001

Senate Finance Co-Chairs and members of the Senate Finance Committee,

For the past four years, the Alaska State Chamber of Commerce has heen
active with regards to unemployment insurance legislation. Currently as
written, CS for SB I20$L& ) Will raise weekly benefits for unemployed
workers with little cost to employers. In fact, in the final year of the bill’s
gradual implementation process, it is likely the cost for unemployment
Insurance to the emploger will be less than what we pay today. We offer our

tentative support for CSSB 120(L&C).

"fhe bill has gone through multiple iterations not published with the Senate
Secretary. Senator HUs, the bill’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.

| he current weekly benefit rates are very low for Alaska’s high-cost of living
|labor market. Mamtam,m? a trained work force in Alaska to Till seasonal jobs
and or provide necessaiy labor for larger construction jobs will likely have
the net result of helpm? Alaska’s businesses. When emfloyees enter lay-off
periods, raisin unemwment insurance weekly benefit amounts as
prescribed under SB- 120should 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 fmqu a
compromise with regards to unemplo¥ment insurance issues. We still fegl
there are many outstanding issues that could save the employer and

employees more money in the long run, but as written we do s,uEport,CS SB
]2&(.&?’). We encourage the Finance Committee to take quick action with

regards to SB 120as there are many Provisions, sections 1-X that must pass
this year in order for Alaska statutes to be in concurrence with newly passed

feceral pro\isions.

Respectfully.

Wayne Stevens
President Cl <>

www.ataskachamber.coni


http://www.ataskachamber.coni
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ALASKA STATE LEGISLATURE

s Johnny Ellis, Chai '
enator Johnny Ellis, Chair Stale Cap|t0|, Roomo

Senator Gary Stevens, Vice Chair

Senator Beltye Davis -465-370-4
Senator Lyman IloiTmnn
Senator Con llunile

Senate Labor & Commerce Committee

CSSB 120 (L&C) Unemployment Compensation Benefits
Changes from SB 120 as introduced

New sections | - 8 have been added to bring Alaska Statutes into compliance with federal law-
regarding confidentiality of information related to Unemployment Compensation claims.

Title 1l Section 303 of the Social Security Act requires, as acondition of certification, that
state law contain provisions for ma'iitaining the ci® ' ' yincnt compensation

information and specifies provisions for required disclosures.

Federal regulation 20 CTR 603 sets forth limitations for lelease of unemployment insurance
information and the confidentiality requir .aenis under the Social .Security Act and the Federal

Unemployment Tax Act (FUTA).

Alaska law must comply with the federal rule as a condition for receiving approximate!) $10.1
million in federal grants to administer the unemployment insurance program and for employers
in the stale to receive tax credit against the PUTA under 26 U.S.C. 3302. Without the credit

Alaska employers would pay approximately SS7 million in additional taxes.

States are required to amend laws, policies, and procedures In October 27, 200S.

Sections 0 and 10 change the percentage of the | nemployment |ax paid In employcis and
employees from SOU employer/20'«employee to 73U employer/27'<employee.

Section 11 raises the amount ol base period wages earned in any two months necessary to

qualify for benefits from $1,000 to $2,500. |bis change is also idlecicd in the vvage/bcnefit

schedule set out in Section 12.
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ALASKA STATE LEGISLATURE

S h llis, Chai '
enator Johnny Ellis, Chair State Caplt()l, Room 9

Senator Gary' Stevens, Vice Chair

Senator Bettye Davis 465-3704
Senator Lyman Hoffman

Senator Con Bundc

Senate Labor & Commerce Committee

MEMORANDUM

DATE; March 4. 2008

T0: Sen. Bert Stedman_ _
Co-Chair, Senate Finance Committee

FROM: Sen. Johnny Elli* T7 /
RE: data confidentiality measures in SB 120 Unemployment Compensation Benefits

Following up on our recent discussion of Senate Bill 120,1would like to clarify the need to update <ur
laws regarding the qonf|dent|a||t¥ of Ul data. The Alaska Dept, of Labor and Workforce Development
explained the situation to me as follows and can verify the ligures.

Title I Section 303 of the Social Security Act r.e(1uires as a condition of certification, that state law
contain provisions for maintaining the conlidontialily of unemployment compensation information and

specifics provisions for required disclosures.

Federal regulation 20CFR 603 sets forth limitations for release of unemplo ment insurance
information and the confidentiality requirements under the Social Security Act and the Federal

Unemployment fax Act (Fill A).

Alaska law must comply with the federal rule as a condition for receiving approximately $19.1 million

in federal grants to administer the unemployment insurance \R/rogram and for em,olo ers'in the state to
receive tax credit against the Ft A under 26 11.S.U. 3302 Without the credit Alaska employers would

pay approximately $87 million in additional taxes.
States are required to amend laws, policies, and procedures by October 27. 2008,

|f you have any further questions about the need for these confidentiality provisions. | would be happy
to prov ide answers.



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182

Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEM ORANDUM February 26, 2008

SUBJECT: Sectional summa;éy (CSSB 120(L&C),
Work Order No. 25-LS0622\0)

T0: Senator Johnny Ellis .
Chair of the Senate Labor & Commerce Committee
Attn1Dana Owen

FROM: Dan Wayne

Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summa_r?/ ofabill should not be considered
an authoritative |nterr)retat|on of the bill and the bill itself is the best statement of its
contents. Ifyou would like an interpretation of the bill as it may apply to a particular set
of circumstances, please advise.

Section 1 Amends AS 23.20.110(a) to conform with federal law requiring disclosure to
the federal agencies. Clarilies the subsection's existing restrictions on the entitlement of
certain persons to information from the records of the department and the circumstances
in which the department may provide certain confidential information.

Section 2 Amends AS 2320.110() by clarifying what type of information the
department is required to release under that subsection, and by expanding the list of
persons to whom the information is required to be released to include the U.S. Secretary
of Health and Human Services (for the purpose of child support enforcement) and to a
state or political subdivision of a state that administers a federal “temporary assistance for

needy families” (TANF) program.

Section 3 Amends AS 23.20.110(g) to limit Ihe use of confidential unemployment
insurance information provided by the department under AS 2320, and expands the
scope of that chapter's application”to include all agencies  even if they are not state,
federal, or municipal —to whom department provides information as authorized by

AS 2320110

Section 4. Amends AS 23,20.110(5)0) the definition of "unemployment compensation
information,” to conform with the federal definition of that term,



Senator Johnny Ellis
February 26, 2008

Page 2

Section 5. Amends AS 23.20.110(m) by addingt a new subparagraph (5) to provide for
on-sight inspections of agencies or persons with whom the department enters into a
written agreement ﬂovernmg the release of confidential information as authorized hy
AS 2320110, for the purpose of ensuring that the recipient of the released information
complies with the confidentiality requirements of that section.

Section 6. Amends AS 23.20.110(n) to conform it more closely to a federal requirement
that statistical and other public reports issued by the Department may not contain certain
information if it identifies individual employees or reveals information proprietary to

employers,

Section 7. Amends AS 2320110 by adding a new subsection (r) exemptin% decisions
and records on appeal in matters” before the department from the confidentiality
requirements of AS 23.20.110, if they are first edited to conceal claimant social security
numbers and the federal employer identification numbers of employers.

Section 8 Amends AS 23,20.115hy expanding the list of persons who may be su,ty'ect.to
criminal penalties for mishandling Sm, violation of AS 2320110 confidential
information provided by the Department to include persons affiliated with agencies other

than state, federal, or municipal agencies.

Section 9. Amends AS 23.20.290(c) to lower the unemployment insurance contribution
rate payable by employers,

Section II?. Amends AS 23.20.290(d) to raise the unemployment insurance contribution
rate payable by employees.

Section 11 Amends AS 2320.350(3) b% raising, from S1,000 to $2500, the amount of
wages a person must earn in a 12-month qualifying period in order to later qualify for
unemployment insurance benefits.

Section 12 Amends AS 23.20.350@, the statutory weekly benefit schedule, to conform
to the new $2.500 minimum eligibility requirement proposed in section 11of the bill and
to add higher benefit amounts at the top end of the schedule for eligible persons who

made at least $27,000in the 12-month qualifying period.

Section 13 Amends AS 2320.350(¢), which provides the formula by which the
Department initially determines the number of weeks for which an eligible person may
receive a weekly "benefit, by ex%andm it to allow eligibility of persons who are
described in a new subsection (AS 23.20.350(h)) proposed hy section H of the bill.

Section 14 Amends AS 2320350 In adding new subsections () - ék' requiring the
Department to Eh) adogt requlations that calculate and provide an additional week|
benefit amount to eligible persons with br.se period wages of $42250 or more and (|
provide notice of any proposed new \.eekly benefit amounts calculated under those



Senator Johnny Ellis
February 26, 2008
Page 3

regulations. L ction 14also ()) rec&ures the commissioner to report to the governor and
the legislature if the avera,&;e weekly wage in Alaska decreases lo an extent that an
adjustment in weekly benefit amounts is appropriate, and (k) requires the Department to
make an annual determination of the average weekly wage in” Alaska.

Section 15 Amends AS 23.20526(d)(8) by raising, from SI,000 to $2,500, the amount
of wages an election official or election worker must earn in a 12-month qualifying
period in order to later qualify for unemployment insurance benefits.

Section 16 Repeals AS 23.20.110(h), AS 23.20.110(), and AS 23.20.1100) to conform
AS 2320110 to federal requirements.

Section 17. Provides for an immediate effective date.

CW:mcd
08-138.mcd
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Senator Beit Stedman, Co-chair
State Capitol, Room 516
Juneau, AK 99801-1182

Re: SB 120 - Unemployment Compensation Benefits

Dear Sen. Stedman:

On behalf of the Alaska Hotel & Lodging Association (AKHLA). | would like to submit for your
consideration improvements to SB 120, dealing with Alaska's unemployment insurance (Ul) program.

Alaska's hospitality industry is experiencing considerable financial challenges today. For example, energy
costs are through the roof, and additional operating costs of any kind will only work to degrade the
financial health of our industry. These challenges underlie AKHLA's interest in identifying ways of
offsetting the estimated S17MM (+14%) in additional cost to the system brought on by SB 120. The state
has broad freedom in determining key Ul program components, and therefore this Legislature has the
opportunity to make reasonable changes to effect cost reduction through SB 120.

The Legislature must strike a balance between employee protections and employers' affordability. We
believe the following suggestions will improve Alaska's Ul system, and will help offset the added financial
burden to our industry while allowing for an increase in unemployment benefits paid to members of our

work force that truly need short-term financial support

1. Attachment to the labor force: Claimants who limit themselves to seasonal work are not really
unemployed during the off season. Claimants should demonstrate substantial attachment to the labor

force before qualifying for benefits

Recommendation: To qualify for benefits. AKHLA supports increasing individuals’ required base
period earnings to at least 55,000.

2. Discharge for voluntary quit Current statute provides for insured workers who quit their jobs for
good cause

Recommendation AKHLA supports the elimination of Ul benefits to those who voluntary quit
their lobs without good cause attributable lo the employer

3. Discharge for misconduct AKHLA believes that Ul benefits should be eliminated for those who are
discharged for misconduct involving drugs and alcohol, and misconduct connected with po
performance such as violation of company rules, insubordination and absence from work.

Recommendation: AKHLA supports adding a new section with the following or similar language
for addressing discharge for misconduct

MT | « Ketchikan, Alaska OUUOI « (007) 225-5 166

Uiismoss (ni'uv: 1’1') 1Jo\ (M I 1« <*JH7) J25 (.720 « Isix (007) 22S (,wnn
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Sec. 23 20.xxx. Discharge for misconduct. An insured worker is disqualified for unemployment
insurance benefits if the insured worker was discharged for misconduct connected with the
insured worker's last work In this section, "misconduct" includes

(1) conduct in violation of an employers pokey concerning drugs or alcohol;

(2) "conduct evincing such willful or wanton disregard of an employer's interests or negligence or
harm of such a degree or recurrence as to manifest culpability of wrongful intent, or assault or
threatened assault upon supervisors, coworkers, or others at the work site." (Colorado Sec

8-73-108)

4. Require claimants to lower suitability requirements Periods of low general unemployment can be
indicative of claimants' refusal of suitable work. AKHLA supports reducing the added costs to the
system brought upon by those who hold out indefinitely for jobs commensurate with their prior
experience and wage levels.

Recommendation AKHLA supports the following or similar lanquaqge for addressing suitability
requirements:

"Upon receipt of fifty percent of an individual's benefits over a calendar year, suitable work shall
not be limited to an individual's customary or registered occupation.” (Oklahoma Sec. 2-408)

"Suitable work for an individual means any work within the individual's capabilities provided it
pays an amount in excess of the individual's weekly benefit amount and the local. State or
Federal minimum wage, whichever is higher." {Paragraph of P.L 96-499)

5. Phase-in Ul tax increase over 3 years: AKHLA supports phasing in any Ul tax increase over a
period of three years lo help alleviate the financial stress brought upon our industry.

Thank you for your time and consideration

Best Western Landing Hotel
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Editorial

Februar?/ 21, 2007 _
Unemployment pay rates need increase

A recent study by the state’s economic number crunchers focused on Alaska’s _
unemployment benefits, and revealed some interesting figures that ought to be examined

by state fawmakers.

|f you are unemployed in Alaska, and qualify for the maximum unemployment benefit,
you will receive apprommatelg half of what an unemployed Washington state resident
would get. That fact needs lo be corrected before the discrepancy erodes Alaska’s

workforce, and its economy.

While more year-round jobs would be an even better solution, the simple fact is that
Alaska will always have a seasonal economy, and our economic policies will always need
to embrace that fact. The state itself employs hundreds of seasonal employees who are
asked to live a feast-and-famine lifestyle, working only in the summer months,
Construction crews, those catering to the huge economic engine of the tourist industry
and those in seasonal natural resource jobs face a similar situation, and many use
unemployment insurance to span the gap between the seasons.

Alaska’s policies make it relatively easy to ?el_ unemployment insurance benefits. That,
combined with our seasonal economy, results in a state where a high percentage of those
unemployed receive the benefits. It is, therefore, critically important that this mainstay of

Alaska’s economy be watched carefully.

Currently, if you make more than $26,500 a year, J u will qualify for a maximum benefit
of $248 a week. That's $1,000 a month and accor mq to the study, far below the
benchmarks set by the federal government for unemployment insurance. In fact, while
A..iSka’s workers use unemployment insurance more than most states, the benefit amount

ranks Alaska at the bottom of the nation based on the benefit’s comparison to the Alaska
worker’s average salary.

tTranlslation: In a state where salaries are generally high, unemployment benefits are far
00 low.

Unemployment insurance was set up during a time when economies were crumbling
nationwide. Like any insurance policy, it is meant to be a stabilizer between the good
times and the bad, to keep economies, and families from spiraling into a crisis during lean

times.



In Alaska, however, for better or worse, unemployment insurance is a necessary piece of
the puzzle. Without adequate benefits, can we expect workers to come hack year after
%/ear to provide the necessary services in our parks and shops and I lild our roads and

omes each summer?

It has been a decade since the state has increased the maximum benefit for unemployment
insurance. During that time, inflation has continued to grow, along with the price of milk,

gasoline, and mortgage payments.

Perhaps the relatively eas%qualification standards need lo be part of the answer to the
puzzle of how tc na¥ for the increase. Workers can qualify for a minimum benefit 0fS44
after earning only $1,000. That’s 18 days working a minimum wage job, and it's hard to
magme someone who smcerelg wants to work can’t find more than 18 days worth of
work. Then ag n, $44 a week barely covers a week’s worth of Ramen Noodles, so the

incentive to find something else surely still exists at that point.

Workers are also able to (1ualify for benefits if they quit theirjob (after a six-weck
waiting period). Other states have different policies about such situations, and perhaps

Alaska should, too.

But the hottom line is that one way or another, the state needs to realign its
unemployment rates if it wants to continue to retain its large segment of seasonal
workers. The last time the rates were increased, the average salary per week in the state

was a full $200 less than it is today.

While stigmas from the past surroundln? a_cceptmﬁ any sort of government assistance
may make it easier for state lawmakers to ignore the needs of the state's unemlolo ed —
some 50,000 people a year and close to one-fifth of the workforce — the simple fact is
that in Alaska, unemployment insurance is a ke?{ part of the economic puzzle. And while
?ara_ll_els with other states are not entirely straight lines, the benefits must be enough for
amilies to hang in there during the lean times. That’s why unemployment insurance was
created, and it serves a necessary purpose in all our lives, whether wc are seasona.II%/
employed or not. It’s time to bring the unemployment benefit rates back in line with the

national standards.
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Unemployment Compensation Benefits
* CSSB 120 (L&C)

SPONSOR STATEMENT

Alaska's current unemployment insurance benefits fall short in helping families cover living expenses during
Alaska's maximum weekly unemployment insurance benefit 0f$248 is the fourth

periods ofunemployment.
Increasing the maximum weekly benefit is essential

lowest in the nation and has not been adjusted since 1997.
to alleviating skill shortages by ensuring Alaskan workers and their families survive periods ofunemployment.
Senate Bill 120 will increase the maximum weekly benefit available through unemployment insurance from

$248 to $370.

| he average weekly wage in Alaska is $782. lhe current average benefit is only 25% ofthe average weekly

wage, the lowest percentage o fall the stales-only the District of Columbia is lower. Many western states
provide a much higher average weekly wage replacement: Utah replaces 42%, Montana and ldaho replace 40%.

Oregon and Washington 38%, Nevada 35%.

To ensure Alaska does not again fall behind the rest o fthe nation. CSSB 120 (L& C) calls lor an annual review

ofwages and unemployment benefits in Alaska. Ilsing Alaska's average weekly earnings as the bast, for

calculating future unemployment insurance benefits will not only provide greater flexibility, it will also make
certain the benefits accurately reflect the state's economy . The maximum weekly benefit amount would be
indexed to the average weekly wage in the state for the preceding fiscal year, and maximum benefits would not

exceed 50% ofthe average weekly wage.

CSSB 120 (L&C) represents a balance between raising benefits anil lowering the cost o fthe IIl \vstem to
employers. As Governor l'alin announced in January, the tax rate for 2008 is the lowest in 28 years. |Inder the

bill, costs to businesses would remain low. In fact, the average animal employer cost peremployee would rise a

modest $25 per employee by the time the effects ofthe bill tire fully realized in 2013. | veil so. the total out of

pocket cost would remain $89 lower than 2007. The annual cost to the avcrane employee would increase In $37

over 2008.

Finally. CSSB 120(1 &C) adds language lliat protects the privacy ofindividuals claiming | | benefits by
ensuring that claim information remains confidential except in certain circumstances. Federal law requires that

we include iliis provision in Alaska statutes.

M aintaining benefit amounts that keep pace with the rest ofthe nation, and particularly our stale's economy,

will help Alaskan families stirv ivc periods of unemployment. Retaining a well-trained Alaskan workforce is

essential fora strong economy. Providing an overdue increase in the maximum weekly benefit amount is

necessary to keep Alaska's workers in Alaska.
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A Healthy Ul System Benefits All Alaskans

e Unemployment insurance provides a shock absorber for businesses, individuals

and families hit by economic change.

Ul helps both businesses and workers.

Alaskan workers stay in Alaska, ready forjohs when business picks up.

Employers maintain a stable, ready pool of experienced workers.

dluUil-&ystenh]4a-yecj*At*Ho!eHi}-weallierdng-tiieJ-08() ‘eil*riccTol]apse.

Alaska’s Ul system has been soundly manaued

e Alaska has never depleted its trust fund. Other states have depleted their trust

funds during times of economic stress,

e Alaska’s Ul system has always been able lo maintain payments, even during the

severe 1980 oil price crisis.

Waue Replacement
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Ul Benefits Talking Points
p- 2

e The Ul system seeks to replace roughly 50% of lost wages, a goal repeatedly

confirmed by presidents and commissions over many ciecades.

Alaska’s <, * Sa.s . s N

e Alaska’s wage replacement rate was 25.8% in 2005. It is likely to be even lower

today.

Alaska’s benefit amount has fallen far behind waaes
e Qur maximum weekly benefit amount of $248 is the fourth lowest in the nation.
e Alaska’s maximum weekly benefit amount has not been adjusted since 1997,
 Eligible wages are capped at $20,500.
e One third of Alaskan wage earners earn that much or more but are limited to $248

in weekly benefits.

fax rates are low. Now is the time lo raise the benefit amount.
e Alaska’s 2008 Ul tax rates are 'he lowest in 28 years.
e There is room to raise the MWBA to $370.
e CSSB 120 (L&C) would raise the average employer cost $25 per employee from
the 2008 level.
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Ul Benefits Ttilking Points
p-3

e The total out of pocket: cost to employers would remain $89 below 2007.

e The employee cost will rise $37 per year over 2008.

The L&C Committee hill represents a compromise
e Benellts xtfcjyl be raised.
e Employers view the system as too costly.
e The hill shifts costs from employers lo employees
e Currently employers pay 80%, employees pay 20%.
e Under the bill, employers would pay 73%, employees 27%.
« Alaska is one of only two states that actively mandate employee contributions.

New Jersey is the other.

e New Jersey’s Max. Weekly Benefit is $536, Alaska’s is $248. (The bill would
raise it to $370.)

We should inllation proof benefits
e The real worth of benefits falls each year.

e Legislatures will not want to visit this issue every year,
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Ul Benefits Talking Points
p- 4

Alaska must enact confidentiality statutes
e First eight sections of the hill.
e Federal law requires all states lo protect Ul data by October 2008.

e Failure would mean the loss of $19.1 million in federal funds to the State.

= Alaska businesses would pay an additional S87 million in taxes.
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